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Dear Acting Secretary Emberton,

Enclosed is our report on Kentucky’s Medicaid program, KyHealth Choices, that offers specific
recommendations to improve the monitoring and reporting of Medicaid’ s costs and services. Our Division of
Performance Audit conducted this audit and it is our hope that it will enhance the program’s progress and its
cost containment efforts.

We will be distributing the final version of this report in accordance with the mandates of KRS 43.090.
Additionally, we distribute copies to members of the General Assembly committees with oversight authority
for Medicaid, as well as other interested parties.

In accordance with Kentucky Revised Statute 43.090(1), the Cabinet for Health and Family Services must
notify the Legidative Research Commission and the Auditor of the audit recommendationsit has
implemented and of the recommendations it has not implemented, and reasons therefore, within sixty (60)
days of the completion of the final audit.

Our Division of Performance Audit evaluates the effectiveness and efficiency of government programs as
well as risk assessments and benchmarking of state operations. We will be happy to discuss with you at any
time this audit or the services offered by our office. If you have any questions, please call Jettie Sparks,
Acting Director of the Division of Performance Audit, or me.

We grestly appreciate the courtesies and cooperation extended to our staff during the audit.
Respectfully submitted,
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Executive Summary

I ntroduction and
Background

Audit Objective

Finding 1

The Medicaid program pays for health services for the poor and disabled with state
and federal funds. Since the beginning of the program 40 years ago, the number of
Medicaid recipients in Kentucky has more than doubled. In FY 2007, Medicaid
covered an average of 711,000 persons, or approximately 17% of Kentucky’s
population. The cost has gone from $56 million in 1970 to $4.6 billion in 2007.
Based on Kentucky’s population of 4.2 million, this means the annual price tag for the
Medicaid program was more than $1,000 per Kentuckian.

The Department for Medicaid Services (DMS) deserves credit for its efforts to control
the growth in Medicaid spending through its new program, KyHealth Choices.
Change does not come easy to an entitlement program the magnitude of Medicaid.
Although program changes have been made, the Cabinet’ s advertised savings of $120
million cannot be substantiated. According to DMS reports, total expenditures
increased more than $42 million in FY 2007.

The overall objective of this audit was to discover if Kentucky’s Medicaid
transformation under KyHealth Choices resulted in proposed cost savings. An
analytical review was conducted on the reports and financial data provided by DMS,
but this was not afinancial audit of Medicaid expenditures. We included the Kentucky
State Children’ s Health Insurance Program (KCHIP) in our work becauseit is closely
linked to the Medicaid program and is often included in other Medicaid reports and
cost analyses.

The scope of our work primarily focused on Medicaid and KCHIP services for the past
two fiscal years. While we did not audit the financial information but We concentrated
on this period because new Medicaid reforms were available to states under the
Federal Deficit Reduction Act (DRA) and these federal reforms helped to form
KyHealth Choices. For informational purposes, we have also included historical costs
before KyHealth Choices and an overview of program changes and significant events
occurring throughout the new program.

No clear determination of cost savingsunder KyHealth Choicesis possible.

* KRS 205.6336 calls for Medicaid savings certification under certain conditions,
yet no certifications have ever occurred;

* Maedicaid savings were reported by the Cabinet for Health and Family Services
prior to the end of fiscal year 2007 but were not representative of available data or
end of year results; and

*  Quarterly Medicaid Cost Containment Reports do not contain sufficient

information to fully determine fiscal performance of KyHealth Choices reform
initiatives and annual costs savings under KyHealth Choices reforms is unknown.
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Executive Summary

Finding 2

Recommendations

Kentucky’'s Medicaid expenditurereportsissued by the Department for
Medicaid Servicesdo not provide necessary information to chart the progress
of KyHealth Choices.

Thereis no statutory requirement for periodic reports that fully account for
Medicaid and KCHIP program successes and areas needing improvement;

Current reports are not sufficient to enable evaluation of Medicaid and KCHIP
program implementation plans;

Medicaid Quarterly Budget Analysis Reportsissued by DMS provide detailed
services expenditure data but lack narrative explanations of programs and
performance;

Medicaid Quarterly Budget Analysis Reports have no relationship to the
expenditures actually incurred (cash basis only) and are not audited by an
external entity; and

Medicaid contract monitoring has been outsourced to a private contractor.

The Auditor of Public Accounts recommends the Cabinet for Health and Family
Services compile Medicaid and KCHIP data and periodically report program
progress and cost containment in a consistent, user-friendly, and comprehensive
package. The Cabinet should:

Develop amethod for calculating and certifying savings;
Fully consider all costs when reporting cost containment and savings;

Form a new entity or use the existing Medicaid Oversight and Advisory
Committee and the Advisory Council for Medical Assistance to further
Investigate reporting practices of other states and arrive at amethod that is truly
representative of anational model for achieving excellence in Medicaid;

Consider its own reporting requirements for the Passport Managed Care
Medicaid Contract and Waiver when developing new Medicaid reports,

Consider the needs of all Medicaid and KCHIP stakeholdersincluding
consumers and providers of services,

Consider practices of other states undertaking Medicaid reform;

Follow proposed Government Accountability Standards Board
recommendations for reporting service efforts and accomplishments including:

» Purpose and scope
» Statements of major goals and objectives
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Executive Summary

Involvement in establishing goals and objectives
Multiple levels of reporting

Analysis of results and challenges

Focus on key measures

Reliable information

YVVYVYY

Where helpful, include charts and graphs to supplement raw data expenditures
reports,

Carefully monitor important Medicaid contracts and report results;

Periodically audit Medicaid’ s methods and results for reporting expenditures
data and perform reconciliations; and

Update its Strategic Plan Progress Reports to include adequate Medicaid and

KCHIP program descriptions and analyses of program changes and strategic
plan progress.
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Medicaid Glossary

Consumer Directed Option — Thisisanew option for Kentucky Medicaid Waiver members who are
currently receiving or become dligible to receive services through Kentucky’s Medicaid Waiver programs.
The option alows recipients to choose who provides their non-medical waiver services and allows greater
freedom of choice, flexibility, and control over their supports and services.

Centersfor Medicare and Medicaid Services (CMS) — The federal agency that administers Medicare,
Medicaid, and the State Children’s Health Insurance Program (SCHIP) under the United States Department of
Health and Human Services (HHS).

Deficit Reduction Act (DRA) —On February 8, 2006, the President signed the Deficit Reduction Act of
2005. This sweeping legidlation affects many aspects of domestic entitlement programs, including both
Medicare and Medicaid. The DRA provides states with much of the flexibility states have been seeking over
the years to make significant reforms to their Medicaid programs. As planned, combined with other options
in Medicaid, states will be able to reconnect their healthy populations to the larger health insurance system,
transform long-term care from an institutionally-based, provider-driven system to a person-centered and
consumer-controlled model.

Eligible— Thisis an aternative term for beneficiary or recipient —a person that is eligible to receive Medicaid
or KCHIP services.

Medicaid — Title XIX of the Social Security Act is a Federal/State entitlement program that pays for medical
assistance for certain individuals and families with low incomes and resources. Medicaid became law in 1965
as a cooperative venture jointly funded by the Federal and State governments (including the District of
Columbia and the Territories) to assist States in furnishing medical assistance to eligible needy persons.
Medicaid is the largest source of funding for medical and health-related services for America’s poorest people.
Kentucky’s Department for Medicaid Services (DM S) iswithin the Cabinet for Health and Family
Services (CHFS).

Medicaid M anagement Information System (MM IS) — The claims processing and information retrieval
system which states are required to have, unless this requirement is waived by the Secretary, isthe Medicaid
Management Information System (MMIS). Contractual services may be used to perform work for the design,
development, installation, or enhancement of a mechanized claims processing and information retrieval
system. A fiscal agent who is a private contractor to the state, normally selected through a competitive
procurement process, may operate the state's MMIS.

Mandatory Services— These are the services beneficiaries are entitled to receive if the state has determined a
medical necessity for Medicaid or a managed care organization. Servicesinclude: physician, hospital,
nursing facility, laboratory and x-ray, early and periodic screening, medical and surgical dental, family
planning, pediatric and nurse practitioner, nurse midwife, home health care for persons eligible for nursing
facility services.

Optional Services— States choose to cover certain services and are entitled to federal matching funds. These
services commonly include: prescription drugs, clinic, prescription drugs, dental and vision, prosthetics,
physical therapy, TB-related, primary care case management, nursing facility for individuals under 21,
intermediate care facilities for persons with mental retardation (ICF/MR), home and community based care,
respiratory care, personal care services, and hospice care.
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Medicaid Glossary

Managed Care— Kentucky did not enact the legislation required to implement this Medicaid demonstration
project when it was originally awarded in 1993. As an alternative, Kentucky submitted an amendment to the
demonstration project entitled the “Kentucky Health Care Partnership.” The Partnership (Waiver)
demonstration project was implemented on November 1, 1997. This Partnership, a private non-profit entity,
currently manages the Medicaid delivery system that includes the city of Louisville in Jefferson County and
fifteen surrounding counties, comprising approximately 20 percent of the state’s Medicaid population.

State Plan / State Plan Amendment (SPA) — The state Medicaid plan is the document that defines how each
state will operate its Medicaid program. The State Plan addresses the areas of state program administration,
Medicaid eligibility criteria, service coverage, and provider reimbursement. The officia plan is a hard-copy
document that includes arange of materialsin different formats, ranging from federally defined "preprint"”
pages on which states check program options, to free-form narrative describing detailed aspects of state
Medicaid policy. Kentucky’'s Medicaid transformation under KyHealth Choices was undertaken with
multiple SPAs.

State Children’s Health Insurance Plan (SCHIP) — As part of the Balanced Budget Act of 1997, Congress
created title XXI, the State Children's Health Insurance Program (SCHIP), to address the growing problem of
children without health insurance. SCHIP was designed as a Federal/State partnership, similar to Medicaid,
with the goal of expanding health insurance to children whose families earn too much money to be eligible for
Medicaid, but not enough money to purchase private insurance. Kentucky’s SCHIP program iscalled
KCHIP.

Waiver — Thisisavariation or “waiver” of the Medicaid state plan. The Socia Security Act authorizes
multiple Waiver and demonstration authorities to allow states flexibility in operating Medicaid programs.
Each authority has adistinct purpose, and distinct requirements. Waivers operate for set time periods,
generaly for five years, but may be extended. Periodic reports are required by CMS. There are three types of
Waivers:

* Section 1115 Research & Demonstration Projects: This section provides the Secretary of Health and
Human Services broad authority to approve projects that test policy innovations likely to further the
objectives of the Medicaid program. Kentucky has one 1115 Waiver, Kentucky Health Care
Partnership, a managed care program approved by CMSin 1993.

* Section 1915(b) Managed Care/Freedom of Choice Waivers. This section provides the Secretary
authority to grant Waivers that alow states to implement managed care delivery systems, or otherwise
limit individuals' choice of provider under Medicaid. Kentucky’s hasno 1915(b) Waivers.

* Section 1915(c) Home and Community-Based Services Waivers. This section provides the Secretary
authority to waive Medicaid provisions in order to allow long-term care services to be delivered in
community settings. This program isthe Medicaid aternative to providing comprehensive long-term
servicesin institutional settings. Kentucky’s current 1915(c) Waivers include Home and Community
Based Services, Supports for Community Living, Brain Injuries, and Model Il Nursing and
Respiratory services.
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Chapter 1
| ntroduction

Medicaid —
Background and
History

National Medicaid
Policy Changes—
Deficit Reduction
Act of 2005

Medicaid was enacted in 1965 under Title X1X of the Social Security Act andis
jointly financed and operated by the states and federal government. Medicaid is
the nation’s largest health care program covering over 55 million individuals.
The program provides health care for children and adults in low-income families,
aswell asthe elderly and disabled.

Medicaid does not provide health care services to persons unless they meet
income and asset requirements and fall into one of the designated eligibility
groups. Mandatory populations include pregnant women and children under
certain conditions and most elderly and persons with disabilities receiving
Supplemental Security Income. Optional groups vary widely from state to state.
Low incomeis not a designated eligibility group, so not all poor persons are
covered.

The State Children’ s Health Insurance Program (SCHIP) was created in 1997 to
address the issue of children without health insurance. SCHIP provides federal
fundsto states for coverage of children and some parents with incomes too high
to qualify for Medicaid, but not high enough to purchase private health insurance.
SCHIP covers over 6 million children and over 600,000 adults. A bill to
reauthorize SCHIP was vetoed by President Bush on October 3, 2007 due to
concernsthat it would expand SCHIP to children in higher income populations.
For fiscal year 2007, Kentucky’s SCHIP program, called KCHIP, covered an
average of 51,108 eligible children. KCHIP does not provide coverage for adults.

At the federal level, Medicaid and SCHIP are administered by the Department of
Health and Human Services' Centers for Medicare and Medicaid Services (CMS).
In Kentucky, the Cabinet for Health and Family Services (the Cabinet) and its
Department of Medicaid Services (DM S) manage the Medicaid program and the
Kentucky Children’s Health Insurance Program (KCHIP).

The Deficit Reduction Act (DRA) of 2005, signed into law on February 8, 2006,
contains a number of Medicaid policy changes considered necessary to control
growth in spending and reduce fraud, waste, and abuse. Upon approval of the
DRA, the White House indicated a leaner and more flexible Medicaid would be
the result.
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Chapter 1
I ntroduction

KyHealth Choices
|s Kentucky’s New
Medicaid Program

White House Goalsfor Medicaid under the DRA

The Deficit Reduction Act will also reduce the growth in Medicaid
spending by nearly $5 billion over the next five years. The bill helps
restrain Medicaid spending by reducing federal overpayment for
prescription drugs. Taxpayers should not have to pay inflated markups
for the medicine that the people on Medicaid depend. The hill gives
governors more flexibility to design Medicaid benefits that meet the
needs of their states efficiently and affordably. The bill tightens the
loopholes that allowed people to game the system by transferring assets
to their children so they can qualify for Medicaid benefits. Along with
governors of both parties, we are sending a clear message: Medicaid will
always provide help for those in need, but we will never tolerate waste,
fraud, or abuse.

President Bush, upon signing S.1932, Deficit Reduction Act of 2005,
February 8, 2006

The DRA granted states options to create Medicaid benefit packagestailored to
specific populations, to provide access to private health insurance, and to expand
ways to provide long-term care. Nationally, the Congressional Budget Office
estimated 13 million Medicaid enrollees would be impacted by cost sharing for
services.

The DRA includes increased documentation requirements for enrollees,
tightening qualifications for targeted case management programs and restrictions
on provider taxes for managed care organizations, third-party recovery
enhancement, changes in premiums, cost sharing, and increased monitoring of
fraud, waste, and abuse.

Through a series of State Plan Amendments in May 2006, Kentucky was one of
the first states to obtain federal approval for significant Medicaid changes under
the DRA. Kentucky’sreformed Medicaid program isreferred to as KyHealth
Choices. Currently, CMS lists seven states undertaking Medicaid reforms
through State Plan Amendments that are built around the Deficit Reduction Act.
These include Kentucky, West Virginia, Idaho, Kansas, Virginia, South Carolina,
and Washington.

Under KyHealth Choices, most of Kentucky’s Medicaid population is enrolled
into four targeted benefit plans, new options to increase cost sharing are being
used (recipients paying copayments or premiums), and there is expanded access
to community-based long-term care services. According to the Cabinet,
Kentucky’s new program was designed after a 19-month assessment of every
program and service provided by Kentucky Medicaid. The Cabinet also reported
that KyHealth Choices will save between $120 million and $130 million each
year and $1 billion over 7 years.
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Chapter 1
I ntroduction

KyHealth Choices' goals and general platform were announced by the Cabinet in
its May 2006 report, as follows:

Kentucky’sMajor Goalsfor Medicaid Reform

(1) Stretch resourcesto most appropriately meet the needs of members;
and

(2) Encourage Medicaid members to be personally responsible for their
own health care.

Platform for KyHealth Choices

* Provide four population-specific benefit packages to meet specific
needs,

* Require beneficiaries to sharein the cost of covered services;

* Promote private health insurance coverage to all beneficiaries;

* Improve coordination of mental health, mental
retardation/devel opmental disabilities, substance abuse and physical
health services,

* Develop disease management programs to assist those with chronic
illnesses; and

* Provide*“Get Hedthy” benefits as incentivesto Medicaid recipients
practicing healthy behaviors.

Cabinet for Health and Family Services
Kentucky’s Medicaid Transformation Initiative
May 2, 2006

KY Health Choices allows the Commonwealth to provide four benefit delivery
packages.

KyHealth Choices Benefit Plans

Global Choices— Coversthe general Medicaid Population

Optimum Choices — Covers the ICF/MR Leve of Care for persons with
mental retardation and developmental disabilities in need of long-term
care

Comprehensive Choices — Covers Nursing Facility Level of Care for
elderly

Family Choices— KCHIP children’s program

Cabinet for Health and Family Services
Kentucky’s Medicaid Transformation I nitiative
May 2, 2006
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Chapter 1
I ntroduction

The following contract-based initiatives are major components of Medicaid
administration under KyHealth Choices:

Major Medicaid Administration Contracts

* Medicaid Management Information System (MMIS) — A
fiscal agent operates a data warehouse including claims
processing, and Management and Administrative
Reporting/Surveillance Utilization Review (MAR/SUR) under a
$284,145,517 contract with Electronic Data Systems (EDS).

e Utilization Management — EDS, along with its subcontractor,
SHPS, Inc. manages prior authorization, level of care
determinations, prospective reviews, concurrent reviews, and
Resource Utilization Group (RUG) audits.

e Call Center and Provider Credentialing/M anagement — First
Health Services Corporation operates as the Kentucky Medicaid
Management Agent, responsible for operating a call center for
providers and members, enrollment and credentialing providers,
and education and outreach under a contract with an estimated
cost of $8,100,000.

* Pharmacy Benefits Management (PBM) — First Hedth
Services Corporation provides Point of Sale (POS) pharmacy
claims processing with prospective drug utilization review (Pro-
DRU) reporting and adjudication capabilities under a contract
with an estimated cost of $7,200,000.

Kentucky Finance and Administration Cabinet Strategic
Alliance Services Request for Medicaid Operational Support
April 12, 2007

The Cabinet recently outsourced the monitoring of these four contracts through a
$6.7 million three-year personal service contract for Medicaid Operational
Support Services (MOSS). This contract requires operational support and
management services, as well as monthly progress reports on the performance of
the four administration contracts. The monthly progress reports are a new
requirement that could provide valuable information on contract performance and
program oversight.
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Chapter 1
I ntroduction

History of Growth
in Kentucky’s
Medicaid Program

Initially, Kentucky attempted to transform its Medicaid program through program
Waiversfrom CMS, the federal Medicaid agency. Waivers are used to customize
Medicaid coverage and services for set time periods, subject to renewal. Based on
CMS srecommendations, Kentucky eventually shifted to a State Plan
Amendment (SPA) format. A notable distinction of State Plan Amendmentsis
that, unlike Waivers, renewal on a periodic basis is not required and reporting
requirements are less stringent.

Medicaid Waivers, medical program grants, and contracts supplement Kentucky’s
State Plan Amendments. A timeline tracking the key eventsin KyHealth Choices
throughout the past two fiscal yearsisincluded at Appendix B.

According to DMS reports, Kentucky’s Medicaid program cost $4.6 billion
dollarsin FY 2007. Based on Kentucky’s estimated population of 4.2 million, this
expense represents over $1000 per person for Medicaid benefits and
administration.

The federal government provides funding to match state funds based on each
state’s Federal Medical Assistance Percentage, or FMAP. The FMAP isthe share
of Medicaid costs paid by the federal government. It isbased on state per capita
personal income as compared to the national average. Based on Kentucky’s
relatively low per capitaincome, the state receives 69.58% of federal funds for
every dollar spent in Medicaid benefitsin fiscal year 2007. The remainder comes
from the state's general fund dollars. This means that a Medicaid expenditure of
$100 will be funded with $69.58 in federal dollars and $30.42 in state funding.

In FY 2007, 710,763 persons, representing approximately 17% of Kentucky’s
population, were eligible to receive Medicaid services. Since 2000, the number
of eligiblesincreased by 154,062 persons with nearly $1.5 billion in additional
costs. Table 1.1 shows Kentucky's Medicaid growth over the past 37 years.

Table1.1: Kentucky Medicaid Growth 1970 — 2007 (Benefits Only)

Period FY 1970 FY 1980 FY 1990 FY 2000 FY 2007
Cost $56,323,958 | $302,610,809 | $945,982,021 | $3,149,075,624 | $4,632,388,037
Eligibles 297,431 320,320 369,564 556,701 710,763
Annual

Cost Per

Eligible $189 $945 $2,560 $5,657 $6,517

Sources. For 1970 and 1980, Legidlative Research Commission Research Reports Nos. 124 and
183 (based on MMIS data and DM S reports prepared for the LRC). 1990, 2000, and
2007 totals come from DM S reports prepared for the LRC. Some variance in reporting
may occur since certain costs may be included or excluded depending on source. All
fund sources, general and federal, are included in each year. KCHIP isincluded in
2000 and 2007 periods; it started in 1998.
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Chapter 1
I ntroduction

Figure 1.2 illustrates that Kentucky’s Medicaid spending is 24.4% of the
Commonwealth’ s total expenditures for 2006 — the last compl ete accounting
cycle. KCHIPisincluded in Medicaid expenditures.

Figurel.2
Medicaid and KCHIP Expenditures
Compared to Kentucky’s Total Expendituresfor FY 2006

Total Medicaid
and KCHIP
Expenditures

24%

Total State

Agencies
76%

Expenditures—
All Funds—All

Source: Comprehensive Annual Financial Report (CAFR) for fiscal year ended June 30, 2006.
Supplementary Information prepared by the Finance and Administration Cabinet’s

Division of Statewide Accounting, Office of the Controller and audited by the
Public Accounts.

Auditor of

Medicaid and KCHIP expenditures have nearly doubled over the past ten years (not adjusted
for inflation). Table 1.2 illustrates Medicaid expenditures by fund source and is percentage of
Kentucky’s total expenditures. The General Fund contribution, which is strictly Kentucky
dollars, has gone from approximately $564 million to over $1 billion in ten years.

Table 1.2: Ten-Year Funding Sour ce Comparison for Medicaid & KCHIP Expenditures—Includes
Benefitsand Administration (In $Thousands)

M edicaid

Fund Source 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

General Funds | 563,756 628,801 635,014 658,586 725,070 765,784 762,534 778,275 868,137 | 1,015,865
Federal Funds | 1,790,087 | 1,845665| 1,964,929| 2,260,547| 2,447,482| 2,702,292| 2,800,480| 3,113529| 3,074,161| 3,264,220
Agency Funds 215,888 162,006 211,515 283,603 291,910 378,605 401,494 379,520 453,708 409,475
Total

M edicaid

Expenditures |2,569,733| 2,636,552| 2,811,462| 3,202,754| 3,464,462| 3,846,680| 3,964,508| 4,271,324| 4,396,006| 4,689,560
Percent (%) of

Kentucky’'s

Total

Expenditures 21.8% 21.3% 20.1% 22.4% 23.1% 24.2% 24.3% 25.2% 25.6% 24.3%

Source: Audited Comprehensive Annual Financial Reports (CAFR) Supplementary Information classified as Net Expenditures by
Department for Operating Funds Statements for Medicaid Services Benefits for the Department for Medicaid Services
(administrative costs) and total expenditures, al funds, for fiscal years ending 1997 through 2006. Note: Agency funds
include provider taxes, third-party recoveries, and other funds coming into the programs. “Special Fund” expenditures
occurred in years 1997 through 2000 but were very small (less than .01%) and were excluded from the data.
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Figures 1.3 and 1.4 chart Kentucky’s Medicaid and KCHIP expenditures and cost
per eligiblerecipient. Figure 1.5 illustrates Medicaid expenditures by service
categories for Medicaid and aggregate amounts for Managed Care and KCHIP.
An expanded set of dataincluding benefit service typesisincluded in the
Appendices, as follows:

Appendix C—Two-Year Monthly Medicaid and KCHIP expenditures
Appendix D — Two-Y ear Monthly Graphs of Medicaid and KCHIP Expenditures
Appendix E - Ten-Year Annual Medicaid and KCHIP Expenditures

The data used in these graphs is based on periodic reports produced by DMS for
the Kentucky Legislature. A cash basis system of accounting is used to track
expenditures for each category and subcategory, usually 45 days after the close of
each quarter. However, unlike the CAFR data used for Table 1.2, the DM S data
is not audited and, according to DMS, is not representative of actual incurred
expenditures.

$ Millions

Figure 1.3
Ten-Year Medicaid and KCHIP Expenditures
Benefits Only
5,000
4,500 - /
4,000
3,500 -
3,000 /
2,500 T T T T T T T T T
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Fiscal Year

Source: Kentucky Department for Medicaid Services unaudited reports to the LRC using cash basis

accounting.
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Figure1.4
Total Kentucky Medicaid Cost per Eligible
Benefits Only

580

550

520

490

$ Actual

460

430

400
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Fiscal Year

Source: Kentucky Department for Medicaid Services unaudited reports to the LRC using cash basis
accounting.

Figure 1.5
Ten-Year Kentucky Medicaid Expenditures by Type of Service
Benefits Onl

2,500

2,000

1,500

$ Millions

1,000

500 /"’*\A/"_"/‘_"/‘/‘

I'd

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Fiscal Year

—&— Mandatory —#— Optional Managed Care —@— Special Bpenditures/Offsets —¢— KCHIP

Source: Kentucky Department for Medicaid Services unaudited reports to the LRC using cash basis
accounting.

Note: InFY 2001, Managed Care for Region 5 went back to fee-for-service, which decreased
Managed Care costs and increased Mandatory and Optional costs.
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Chapter 2

Medicaid Savings and Reporting

Finding #1: No
clear determination
of savings or cost
avoidance under
KyHealth Choices
Ispossible using
existing reports
and data.

Statute Requires
Savings Certifications

Accurately charting the progress of Kentucky’s Medicaid and KCHIP
transformation is not possible using existing reports and data. The Cabinet’s
assertions that KyHealth Choices has produced savings were not supported.
Medicaid expenditures increased $42.4 million from fiscal year 2006 to fiscal
year 2007.

The Cabinet’ s asserted Medicaid savings are not based on the Medicaid cost
containment reports that DM S is required to submit to the Legidlative Research
Commission (LRC). The cost containment reports track expenditures for
individua initiatives but do not provide any aggregate information or state actual
savings.

Source documentation for any of the Cabinet’s reported Medicaid savings was
requested during the audit, but only weekly cycle reports were provided. DMS
officials stated that weekly cycle reports were used for Medicaid PowerPoint
presentations made by the Cabinet in June 2007. The weekly cycle reports,
however, do not contain all expenditure categories and are not formatted the same
as the Medicaid Quarterly Cost Containment Reports.

If Medicaid does achieve savings, KRS 205.6336 requires that the secretary of the
Finance and Administration Cabinet, after consultation with the secretary of the
Cabinet, certify these savings and transfer this amount into atrust fund to provide
health care coverage to additional citizens. KRS 205.6336 reads as follows, in
pertinent part:

(1) The secretary of the Finance and Administration Cabinet, after consultation
with the secretary for the Cabinet for Health and Family Services, shall on a
quarterly basis, certify to the Interim Committee on Appropriations and
Revenue the general fund savings realized from the procedures required by
KRS 205.6310 to 205.6332 and any other procedures adopted by the
Cabinet for Health and Family Servicesto control the cost of health care.

(2) The certification shall indicate the following:

(@) The means by which savings were achieved, including a description of
the discrete procedure used to achieve the savings; and

(b) The amount saved as a result of the specific procedure, including an
explanation as to the calculations and assumptions used in determining
the amount.

(3) The amount certified by the secretary under this section shall be transferred
to a trust account to be utilized by the secretary of the Cabinet for Health
and Family Services to provide health-care coverage for additional
categories of citizens, but the funds in the trust account shall not be spent
until appropriated by the General Assembly. The funds in the trust account
shal not lapse. The secretary shal give priority in utilizing any
appropriated trust account funds to matching available federal funds in the
Medicaid program.
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Cabinet’s Assertions
of Savings

(4) Savingsin the general fund appropriation for the Medicaid program shall be
determined as follows:

(8 To the extent that the average cost per month per eligible actually
experienced by the Medicaid program is less than the average cost per
month per eligible reflected in the enacted budget, the savings
attributable to that difference shall be deemed to be eligible for
certification under this section.

(b) To the extent that the number of eligibles actually participating in the
Medicaid program is less than the number reflected in the enacted
budget, the savings attributable to that difference shall be deemed not
eligible for certification under this section.

(8) Only those savings that can be certified as being recurring shall be
transferred to the trust fund.

According to DMS, savings per the budget have never occurred or been certified.
The targets established by the Cabinet and tracked by its Department of Medicaid
Services are based on forecasted expenditures, not the enacted budget (as required
by KRS 205.6336 (4)). Documentation of any processes or actual calculations
used to determine savings under this statute were requested but none were
provided.

There have been several published reports that KyHealth Choices will save
between $120 million and $130 million each year and $1 billion over 7 years—a
goal the Cabinet claimsis on target. Additional documentation substantiating
how the Cabinet developed these savings amounts was requested by the APA.
The Cabinet provided documents that show cost containment actions — Medicaid
Quarterly Cost Containment Reports, but these lacked support for the cost
containments and statements of actual savings and were not linked to the $120 to
$130 million reported.

Table 2.1 provides alist of proposed savings reported to the public. The reports
include repeated estimates of savings for FY 2007 and claims of being on target.

Table2.1: Kentucky’sPublic Announcementson KyHealth Choices Savingsfor FY 2006 and 2007

Date

Reported Cost Containment Action and Data Sour ce

July 2006

KyHealth Choices M edicaid Reform: Key Program Changes and Questions
(Sour ce: Kaiser Commission on M edicaid and the Uninsured, M edicaid Facts)

The state also is seeking to save about $120 million in thefirst year and up to $1 billion
over the next seven years. Theindividualsenrolled in global choices and family choicesare
already relatively low cost populations, so the ability to achieve savingsislikely to come
mor e from the populations utilizing long-term care services. Evaluation will be needed to
ensure that saving money does not come at the expense of individuals losing access to
needed care and services.

October 16, 2006

KyHealth Choices: Presentation to National Association of State Chief Information Officers
(Source: Secretary, Cabinet for Health and Family Services)

KyHealth Choicesis expected to save $130 million dollarsin the next fiscal year and $1
billion over the next seven years

November 28, 2006

KyHealth Choices: Presentation to Kentucky Rural Health Association
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(Source: Commissioner, Department for M edicaid Services)

* KyHealth Choicesis expected to save $130 million dollars during the next fiscal year
and one hillion dollars over 7 years
*  Savings will be funneled back into the system of care and will include increased rates
for providers and expansion of community based services

June 7, 2007

Elementsin State Health Reform: Prevention and Wellness as Cover ed Benefits, Kaiser Family
Foundation and the National Governors Association for Best Practices, Washington, DC
(Source: Kaiser Family Foundation)

LARRY LEVITT: And do you have any estimates or projections of what you think you might save
here?

MARK BIRDWHISTELL: Well, the whole reforminitiative, we' re saying we think we'll save a $1
billion over seven years. Our initial estimates for the first year, we began the program a year ago,
thisisour first year anniversary, we're right on target with where we projected to be. We went a
different path. It has evolved as we' ve implemented, but we feel very comfortable that what we're

accomplishing isin line with what we expected.

June 15, 2007 and
June 21, 2007

Slide used in KyHealth Choices Power Point report presentationsto the M edicaid Congress
and Kentucky M edicaid Oversight and Advisory Committee
(Source: Cabinet for Health and Family Services)

Signs Ky’s Efforts are Working

Cost Per Membear Per Weok

July 2005 - January
2006

July 20046 - Januany
2007

5113 5114 5115 5116 5117 5118 5119 5120

GOeEE BT MBI BHEr WY EBETy (OO
Laroiees e aowm

T SO - ST BHM L
I i - adan B

e
] #1504 83 004,001 (:Ik A
Shaa 33 Cabinat for Haalth and Family Sanaces Ke’?r“ _y

PR T BT

B Oou e ou 30

In June 2007 the Cabinet presented a Medicaid PowerPoint report that included
the “Signs Ky’ s Efforts are Working” slide (See Table 2.1). This graph did not
fully account for all periods of data available at the time the presentation was
made. Selecting only certain months of data does not provide an accurate or
consistent method for calculating savings. Depending on the months selected

during the two-year period, the results could have shown both increased costs
and savings per member.
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Medicaid
Quarterly Cost
Containment
Reports Do Not
Support
Assertions of
Savings

The Medicaid Quarterly Cost Containment Reports submitted to LRC do not
support the Cabinet’ s assertions of savings or track the cost saving initiatives
reported in the Cabinet’s Biennial Budget Request for 2006-2008 (discussed
further on page 28). According to DMS, its cost containment reports are based
on estimated savings, not actual budgeted amounts.

Language contained in the last two budget bills requires the Department for
Medicaid Servicesto prepare Quarterly Cost Containment Reports for the LRC's
Interim Joint Committee on Appropriations and Revenue. Following, isthe
budget language, taken from House Bills 267 and 380, specifying requirements
for savings projections and actual experience.

Quarterly Cost Containment Reporting

The Cabinet for Health and Family Services shall submit a quarterly report
to the Interim Joint Committee on Appropriations and Revenue on cost-
containment initiatives implemented to reduce costs in the Medicaid
Program, including the actual experience compared to projected savings for
each initiative. In addition, this report shall include any anticipated
initiatives to be implemented to reduce Medicaid costs, including a
projection for savings from each initiative and implementation date. If
applicable, the report shall also include a list of anticipated Medicaid
Program expansions, including projected costs and implementation dates.

House Bill 267, 2005 Regular Session
House Bill 380, 2006 Regular Session

According to DMS, thefirst three quarterly reportsissued for fiscal year 2006
were identical because the Cabinet’ sinitiatives did not change. Any initiatives
that resulted in additional costs were not tracked. DM S does not maintain any
records for its cost containment projections, although it did provide a record of
sequential query language used to check pharmacy data expenditures for the 3™
quarter of FY 2007.

DM S began issuing the quarterly cost containment reports during the last quarter
of FY 2005 but failed to issue two reports for FY 2007. No additional supporting
documentation or narratives were provided with these reports. Although marked
“tentative” or “working draft — not for distribution”, these were the reports filed
with the General Assembly.
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FY 2006 and FY 2007 Medicaid Quarterly Cost Containment Reports are
summarized in Table 2.2. Figures 2.1 through 2.4, on the following pages, are
actual scanned images of the quarterly cost containment reports.

Table 2.2: Summary of Kentucky Medicaid Quarterly Cost Containment Reports

Quarter/ Proj ected Savings Supporting
State Fiscal | Annualized Actual Projected but | Documentation
Y ear Savings Savings Not Realized Available
1% /2006
(Figure2.1) $292,660,000 $73,770,000 $218,890,000 No
2" /2006
(Figure2.1) $292,660,000 $73,770,000 $218,890,000 No
3¢ / 2006
(Figure2.1) $292,660,000 $73,770,000 $218,890,000 No
4" | 2006
(Figure 2.2) $292,660,000 $117,770,000 $174,890,000 No
No Report No Report No Report
1% / 2007 |ssued |ssued Issued No
No Report No Report No Report
2" / 2007 |ssued |ssued |ssued No
3¢ / 2007
(Figure 2.3) $23,400,000 $19,000,000 $4,400,000 Limited
4" | 2007
(Figure 2.4) $23,400,000 $12,700,000 $10,700,000 Limited

Source: Medicaid quarterly cost containment reports produced by the Department of Medicaid

Services.
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Figure2.1

DM S Quarterly Cost Containment Report 1% through 3¢ Quarters FY 2006

LRC Cost Containment Update in $Millions

Care & Disease Manageme

$24M

$0M

Delayed start up of initiative. Vendor
selected (1st Health) and project
commenced.

actions)

Recipient/Provider Management $25M $5M 1/1/05 -  [Magnitude of project significantly
6/30/05  |overestimated by consultant.
Pharmacy Management (PBA $96M $26M 12/4/04 More aggressive State Maximum Allowable

Cost for generics constituted most
significant component of savings to date.
Multi-state purchasing pool will generate
additional supplemental rebate (offset to
expenditure) in the second half of SFY06.

Implement a0 dy maintenance ! $18M " Prescription period is being phased in, with
drug prescription period (as the initial phase being voluntary on the part
opposed to 30 day period) of the member.

Implement a discount of Average $26M $17M 4/19/05  [The advent of Part D decreases the value

Wholesale Price minus 15/14 of this initiative in January 2006. All

(brand/generic) pharmacy cost containment interventions
will be affected by Part D.

Physician Rx Interventions $6M $oM Problem physicians not yet identified
because of license number multiplicity
problem.

Limit LTC Repackaging Fee $2M TBD 5/M0/05  |Part D will make this intervention void as
almost all LTC recipients are dual eligible

Inpatient Co-Pay ($50 per $3.72M $2.48M 8/1/05

admission)

Qutpatient visit ($3 per visit) $1.94M 8/1/05

Annualized
Increased Admin Costs
Decreased Benefit Costs
Diminished Revenue
Enhanced Revenue
Total Change

Change
(33,023,026) Contracted expertise & systems
73,770,000 Benefits expenditures
(65,000,000) Disallowance of IGT funding
122,000,000 Provider tax based
97,746,074

w67 7
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Figure 2.2

DM S Quarterly Cost Containment Report 4™ Quarter FY 2006

LRC Cost Containment Update in $Millions

Care & Disease Management

Delayed starl up of iniliative. Vendor selected (15t
Health) and project commenced.

|Recipient/Provider Management

$25M 55M 1/1/05 - |Magnitude of project significantly overestimated by
B/30/05  [consultant.

Pharmacy Management (PBA aclions)

Implement 2 90 day maintenance drug

period (as opposed to 30 day period)

$96M $26M 12/4/04  |More aggressive State Maximum Allowable Cost for
generics constituted most significant component of
savings to date. Multi-state purchasing pool will

[ te additional suppl | rebate (offset to

expenditure) in the second half of SFY06.

s18M — saM | an [Prescription period is being phased in, with the initial
phase being voluntary on the part of the member.

Implement a discount of Average Whalesale Price $26M $17TM 4/18/05 |The advent of Part D decreases the value of this

minus 15/14 (brand/generic) initiative in January 2006. All pharmacy cost
containment inter i will be by Part D.

Physician Rx Interventions $6M $0M Problem physicians not yet identified because of

license number mulliplicity problem.

Limit LTC Repackaging Fee

$2M TBD 5/10/05  |Part D will make this intervention void as almast all
LTC recipients are dual eligible

Inpatient Co-Pay (350 per admission)

83.72M $2.48M 8/1/05

Quipatient visit (83 per visit)

$1.94M $1.29M 8/1/05

Annualized
Increased Admin Costs (SFYO05 to SFY06
Decreased Benefil Costs

Diminished Revenue

Enhanced Revenue

Total Change

Change

5 (44,744,277} Cc d experlise & sysl
$ 80,475,000 Benefits expenditures

$ (65,000,000) Disallowance of IGT funding
$122,000,000 Provider tax based

5 92,730,723
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Figure2.3
DM S Quarterly Cost Containment Report 3'¢ Quarter 2007

Inpatient Co-pay (51.22M)

Pharmacy Co-pay & Rx Limits $15M $7.8M (B7.2M) Ongoing

Ambulatory Surgical Center Co-pay $40k 21k ($19k) 8/1/06

Preventive Care Co-pay $0.00 $10k $10k 8/1/06

Chiropractor Co-pay & Service Limits $130k 587k ($43k) 81/06 Service limits affect the end of the
calendar year claims and cannot be
determined at this time

X-Ray/Misc Supplier Co-pay $60k $13k ($47k) 8/1/06

DME Supplier $1.4M $548k ($854k) 8/1/06

Physician/Primary Care Center/Rural $1.7M M $5.3M 8/1/06

Healthcare Center Co-pay

Independent Lab Co-pay 5800k 5375k (425k) 8/1/06

Vision Care Co-pay $223k $26Kk ($197k) 8/1/06

Dental Co-pay 0 $226k $226k 8/1/06

Certified Nurse Practitioner Co-pay 0 $66k 566k 8/1/06

Audiclogy Co-pay, Service , and 0 0 0 8/1/06 Expenditure & service limits affect the end

Expenditure Limits of the calendar year claims and cannot be
determined at this time

Podiatrist Co-pay 391k $28k (63k) 8/1/06

Physical Therapist Co-pay & Service Limits $10k 0 ($10K) 8/1/06 Service limits affect the end of the
calendar year claims and cannot be
determined at this time

Occupational Therapist Co-pay & Service NA NA 0 8/1/06 Service limits affect the end of the

Limits calendar year claims and cannot be
determined at this time

Vision Care Expenditure Limit $223k $0.00 0 B8/1/06 'Expandilur& limits affect the end of the
calendar year claims and cannot be
determined at this time

Total $23.4M $19M {$4.7M)

The reasons for the delay are:

while claims are paid weekly.

Note: A comprehensive recap of the cost containment interventions effects will be a retrospective available in the first quarter of calendar year 2008, |

1) There is a delay between an claim being incurred and being reflected in accounting data. Providers have 12 months to file a claim.
2) Theis a delay subsequent to a claim being filed and being paid.. Medicaid currently waits 21 days before paying a received claim.
3) There is a delay subsequent to a claim being paid, before it is posted to the accounting system. The accounting system is updated monthly,

Working Draft - Not for Distribution

Page 16

2:28 PM8/21/2007 Paul Cooper]




Chapter 2
Medicaid Savings and Reporting

Figure2.4

DM S Quarterly Cost Containment Report 4" Quarter 2007

Cost Containment lllustration

Annualized Fizcal Year Impact
Post Implementation
Pre Impl ki Current Proj d Pre Impl i Post Impls i
SFYO7 Initiative Description | Projected Annualized |  Annualized Cost Projected Fiscal year | Gurrent Fiscal Year
Cost Avoidance Avoidance Date Gomment Cost Cost
SFYO7 as of 8/15/07 | SFYO7 as of 8/15/07|
Inpatient Co-pay 23.TM $1.7M Ongoing
|s3.7M $1.7M
Pharmacy Co-pay & Fx Limits S15M $7.7M Ongeing
$15M $7.7M
Ambulatery Surgical Genter Co-pay $40k $19.4k 81,06
$33.3k $18k
|Preventive Care Co-pay $0.00 §7k 8106
S0k S6k
Chiropractor Go-pay & Service Limits 5130k 579k 8106 [Seavice limils affed the end of the
colendar yoor cnims and cannot be
detormined ot this time 5108k $73k
| X-Ray,/Misc Supplier Co-pay $60k $13k 8106
S50k S12k
DME Supplier s1.4M $531k 8106
51.2M S487k
Physician/Primary Care Center/Rural $1.7M $2M 8/1/08
Healthcare Center Go-pay
$1.4M
Independent Lab Co-pay $800K $358k 8/1/06
$666k
Vision Care Co-pay $223k $23k 81,/08
5186k
Dental Co-pay a $208k 81086
Certified Nurse Practitioner Co-pay 1] S64k 8106
Audiclogy Co-pay, Service , and 1] o 8106 Expencihle & sewvice limits offect the
Expenditure Limits and of the calendar yeor claims and
cannot be determined ot this time o o
Podiatrist Co-pay 591k S24K 8106
$76k S22k
Physical Therapist Co-pay & Service Limits $10k o 8106 Seavice limits afkect the end of the
codendar your daims and cannol be
dhetermined ot this time |58k 0
Occupational Therapist Co-pay & Service A MA 8/1/08 Service limits afked the end of he
Limits calendar yoar daims and cannl be
determined al this lime 0 0
Vision Care Expenditure Limit $223k $23k 81/08 Expendilue limits affect the ond of the
ealendar yoar daims and cannol be
determined al this lme 5186k 0
Total $23.4M $12.7TM 522.9M $12.4M

Mote: A comprehensive recap of the cost containment interventions effects will be a retrospective available in the first quarter of calendar year

2008. The reasons for the delay are:

1) There is a delay between an claim being incurred and being reflected in accounting data. Providers have 12 months to file a daim,
2) The is a delay subsequent to a daim being filed and being paid.. Medicaid currently waits 21 days before paying a received claim,
3) There is a delay subsequent to a claim being paid, before it is posted to the DMS accounting system. The DMS accounting system is
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Finding #2: Kentucky Medicaid reports provide little documentation of program performance.
Kentucky’s Information distributed py DMS concerni ng its .M edicaid and KCI—!IP reform
Medicaid reports effo_rts has been sparse, incomplete, potentially inaccurate, and limited to select
. audiences.
do not providethe
necessary Currently, there are no laws, regulations, or policies requiring the Department of
information to Medicaid Services to issue comprehensive periodic reports of its full body of
chart the progress work and program reforms. The past two budget bills (HB267 and HB380) have
of KyHealth included Medicaid reporting requirements, but these requirements are only
Choices. binding while an enacted budget is in effect.
Except for incomplete strategic plan progress reports, a method of assessing the
overall success or failure of Medicaid reforms has not been established. Without
any goals or indicators to results, the Cabinet cannot be certain that the benefits
and administration changes are on target.
In an effort to improve Medicaid contract administration, the Cabinet recently
contracted with Accenture, LLP to provide Medicaid Operational Support
Services (MOSS). The contract contains reporting requirements that include
weekly status reports and monthly management reports that appear to improve
past contract performance reporting. However, the past performance of the
MOSS contractor in Texas, with other Medicaid contracts, has not proven
positive.
Summaries of The reports produced by the Cabinet and DM S for KyHealth Choices include
Available Medicaid strategic plan progress reports required by law, data reports required by the
Reports federal government, and legislative reports required in two recent Budget Bills.

Table 2.3 provides a comparison of these reports grouped into four types:
Strategic Plans and Progress Reports, Biennial Budget Requests, Federal Data
Reports, and Quarterly Medicaid Analysis Reports. Appendix F presents the
Cabinet’s Strategic Plans Progress Report and Appendix G presents Medicaid's
Quarterly Budget Analysis Reports for fiscal year ending June 30, 2007.
Following the table, abrief synopsis of each report is provided.
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Medicaid Strategic
Plans and Progress

Reports

Table2.3: Comparison of Medicaid and KCHIP Reports Produced By the Cabinet
for Health and Family Services
Report Type
Strategic Plans | Biennial Budget Federal Data M edicaid
and Progress Requests Reports Quarterly Budget
Reports (CMS-37 and Analysis Reports
CMS-64)
Required By: KRS. 48.810 KRS Chapter 48 | 45 CFR 250.90, 42 | Budget language
CFR 433, subpart HB267 & HB380
C. De€finitionsin
42 CFR 433.111
Produced By: Cabinet for Health | Cabinet for Cabinet for Health | Cabinet for Health
and Family Health and and Family and Family Services
Services Family Services | Services Department for
Medicaid Services
Distributed tothe | Yes No Yes, but No

public?

information may be
limited and not up-
to-date

Targeted users: Governor’s Office, | Office of State Federal and State General Assembly’s
Office of State Budget Director | Medicaid Agencies | Interim Committee
Budget Director and Genera on Appropriations &
General Assembly, | Assembly Revenue
and other interested
parties

Independently No No SAS 70 auditsare | No

audited or recommended by

examined? OMB but not

required

Program and/or Limited Limited No No

Service

Infor mation

Provided?

Detailed No Yes Yes No

Administrative

Costs Infor mation

Available?

Cost reduction No No No No

effortsand results

reported?

Source: Auditor of Public Accounts based on areview of the specified reports and requirements.

The Cabinet’s latest Medicaid Strategic Plan Progress Report dated August 28,
2006 has many blank responses for its Medicaid goal-level performance

indicators. Thisleaves many unanswered questions about the status of Medicaid
reforms. The next progress report is not due until September 1, 2008. An
explanation of the blank responses was requested from the Cabinet but no
additional information was provided. KRS 48.810 spells out the strategic plan
requirements.
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Strategic Plan Requirements Per KRS 48.810

Each program Cabinet, the Governor’s Office for Local Development, the
Department of Military Affairs, and the Commonwealth Office of
Technology shall develop and submit a four (4) year strategic plan to meet
the broad goals outlined by the Governor and shall submit an electronic
copy of the full plan and an electronic copy of a brief summary of that plan
to the state budget director, the secretary of the Executive Cabinet, and the

Legislative Research Commission with each biennial budget request.

Updates to strategic plans, called progress reports, include data and
information regarding program performance and are reported to the Office of
State Budget Director on or before September 1 of each even-numbered fiscal
year are also required by the statute. The progress report isto contain "data
and information regarding the progress the program cabinet or entity has made
toward meeting its goals as measured by the performance indicators set forth
in the cabinet’s or entity’s most recent strategic plan.”

Table 2.4 provides a summary of the Medicaid reform goals and results taken
verbatim from the strategic plan progress report. The complete progress
report isavailable at Appendix F, including other performance measures that

affect Medicaid such as fraud, waste, and abuse detection and prevention.

Table2.4: FY 2006 M edicaid Strategic Plan Progress Report Summary

care management, and updating relevant technolog

53.1: Modernize Medicaid by increasing the quality of benefit services, transforming

y

Goal

Cabinet’s Reported Results

53.1 Redesign KCHIP

No response

53.1.1.1 Increase cost savings by 2% and improve care strategies by
redesigning KCHIP

This project has not yet begun.

53.1 Modernize Medicaid by increasing the quality of benefit
services, transforming care management, and updating relevant
technology

No response

53.1.2 Increase the use of Health Insurance Purchasing Program

No response

53.1.2.1 Increase the number of members in the Health Insurance
Purchasing Program (HIPP) by 25%

This project has not yet begun.

53.1.3 Implement credentialing process for Medicaid providers No response

53.1.3.1 Implement provider credentialing process for 60% of

Medicaid providers 48% as of June 2006
53.1.3.2 Complete Medicaid provider profilesfor 75% of providers

who perform a statistically significant number of services This project has not yet begun.
53.1.4 Streamline access to information through use of KMAA

system No response

53.1.4.1 Utilize the KMAA system to improve coordination and

streamline access to information by 95% of the providers and

recipients. 50% as of June 2006

Source: Kentucky Office for Employee and Organizational Develo

pment, Cabinet for Health and Family

Services Strategic Plan — FY 06 Progress Report, August 28, 2006.
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Medicaid Biennial
Budget Requests

Biennial Budget Requests detail budget plans and form the foundation for each
agency’s contribution to the official Budget of the Commonwealth. Budget
requests include personnel costs, operating expenses, grants, loans, benefits costs,
and other expenses for each functional unit.

The Department for Medicaid Services 2006-2008 Operating Budget Report A-4
provides an overview of Medicaid and KCHIP with descriptions of strategic
planning, logistical planning, and its information systems operations. The report
discusses plans for improved collection and analyses of datafor eigibility and
disease management are also noted along with logistical steps to ensure a
“modernized and relational database” with tools that will enable usersto build
better reports. The savings mentioned in this report include:

Eligibility Oversight — Through contracted efforts on data
accumulation and reporting by EDS, and eligibility/payment review
by PCG, Medicaid benefits costs are projected to decrease by $90
million (state & federal), or $27 million in state funds annually. The
cost of the contract was less than $2 million (state and federal), or
only $1 million state funds.

Disease Management — The savings projected for disease
management are $48 million per year (state & federal); or $14.4
million in state funds. This savings cannot be realized without
specific detailed information about recipients, services, and providers
not currently available either in the data collected, or if collected,
capable of being stored and accessed in the information system. The
contract awarded to implement Disease Management (Kentucky
Medicaid Administrative Agent) was for $15 million (state & federal),
or $7.5 million in state funds.

Pharmacy Benefits Administrator — The savings actually acquired to
date emerging from the pharmacy cost management has totaled $99
million (state and federal), or $29.7 million in state dollars. The cost
of the contract is $3.6 million in state dollars annually. This
constraint on pharmacy expenditures will become even more critical
in the future as the Medicare Drug Program removes a large segment
of pharmacy costs from state management interventions.

Federal Data Reports The Centers for Medicare and Medicaid Services (CMS) require the submission

of standardized reports within 30 days after the close of aquarter. CMS-37 and
CMS-64 reports are two of these required reports that are designed to track and
report expenditures, utilizations, eligibles, and other raw measures. However,
these reports do not contain any detailed narrative descriptions of states
Medicaid programs.

The data for the federal reports comes from the Medicaid Management
Information System (MMIS). The MMIS system accumul ates the needed data
and populates preset forms or reportsfor CMS. In Kentucky the MMISis
operated under contract with afiscal agent.

Page 21



Chapter 2

Medicaid Savings and Reporting

Medicaid Quarterly
Budget Analysis
Reports

CM S-37 isaquarterly financial report submitted by the State which provides a
statement of the state’s Medicaid funding requirements for a certified quarter and
estimates and underlying assumptions for two fiscal years (FY's) —the current FY
and the budget FY. In order to receive Federal financial participation, the state
must certify that matching state and local funds are, or will be, available for the
certified quarter.

CMS-64 is a statement of expenditures for which states are entitled to
Federal reimbursement under Title XIX. The amount claimed on Form
CMS-64 is a summary of actual expenditures for which all supporting
documentation has been compiled and is available for review.

DMS' s Quarterly Budget Analysis Reports are not based on accrued expenditures
(only cash) and do not provide any narrative on program reforms or explanations
of any cost fluctuations. These reports were required by Kentucky’s budget bills
from the 2005 and 2006 Regular Sessions. The reports are submitted to LRC's
Interim Joint Committee on Appropriations and Revenue. The reporting
requirement follows:

Medicaid Quarterly Budget Analysis Reports

The Department for Medicaid Services shall submit a quarterly budget analysis
report to the Interim Joint Committee on Appropriations and Revenue. The report
shall provide monthly detail of actual expenditures, eligibles, and average monthly
cost per eligible by eligibility category along with current trailing 12-month
averages for each of these figures. The report shall compare the actual expenditure
experience with those underlying the enacted or revised enacted budget and explain
any significant variances which may occur.

Budget Bill 267, 2005 Regular Session

Budget Bill 380, 2006 Regular Session

While the Medicaid Quarterly Budget Analysis Reports are of value in comparing
monthly and yearly trends within each service category, calculating actual savings
is problematic because actual expenditures could differ from reported amounts
and the data has not been independently reviewed or audited. Thefollowingisa
list of limitations associated with the Quarterly Budget Analysis report.

Negative Aspects of Medicaid’s Quarterly Budget Analysis Reports

® Targeted at limited audience— LRC

% Not audited by external entity

% Due to cash basis accounting, monthly totals have “no relationship to the
expenditures actually incurred” accordingto DMS

® Dataisinput manually from MMIS, allowing human error

% Federal funds are not reconciled to Kentucky’ s Statewide Single Audits
% Cost per eligible excludes administrative costs in the summary

% No narrative explanations of programs or performance

% Available only by special request - not issued to the public
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Table 2.5 provides a summary anaysis of monthly Medicaid expenditure
totals for the most recent two-year period. Thisanalysisindicated an unusual
drop in total expenditures for June 2007. For comparison purposes, June 2006
expenditures are included to illustrate that June 2007 expenditures were over
$118 million less than the previous June totals. The explanation for the
variance provided by DM S follows this table.

Table 2.5: High-Low Analysis of Medicaid’s Monthly Expenditures

(FY 2006 — FY 2007)

Prior Year’'s
Average Highest Monthly | Lowest Monthly Monthly
Monthly Expenditure Expenditure Expenditures
Expenditure (October 2005) (June 2007) (June 2006)
$348,250,646 $537,989,384 $227,799,305 $346,188,577

Source: Auditor of Public Accounts based on Medicaid’ s Budget Analysis Reports for

FY 2006 and 2007.

DM S Explanation of the Decreasein Monthly Expendituresin June
2007 per Medicaid’s Quarterly Budget Analysis Report

We are on a cash accounting basis, not accrual, so the monthly totals
have no relationship to the expenditures actually incurred in any given
month.

May was extraordinarily high, because we eliminated the claims
payment delay (called cash management) prior to the new system
switch. Thisadded 21 days of claimsto the May expenditure total.
Most of the 21 day delay category (approximately $120M) would have
been normally paid out in June.

July will be another extraordinarily high month, because it will include
not only the expenditures, which normally would have been paid in July,
but also the claims that were unintentionally delayed in June.

For forecasting purposes for SFY 2008-2010, we are ignoring May and
June of SFY 2007 because of the non-recurring and abnormal flow of
expenditures.

DM S August 30, 2007 response to APA
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Chapter 2

Medicaid Savings and Reporting

According to the Medicaid Quarterly Budget Analysis Reports, total Medicaid
and KCHIP benefit expenditures increased by $42,445,374 in FY 2007, and now
total over $4.6 billion. Although costs increased, so did the average number of
eligibles, resulting in a0.67% decrease in the average cost per eligible for FY
2007. When administrative expenditures are combined with benefit expenditures,
the cost per eligible savings decreased 0.40% in FY 2007. The service category
totals for fiscal years 2006 and 2007 are summarized in Table 2.6. The Medicaid
Quarterly Budget Analysis Reports for fiscal year 2007 is provided at Appendix
G.

Table 2.6: Summary of Medicaid’s Budget Analysis Reportsfor Fiscal Years
2006 and 2007

Service

FY 2006

Per cent of
Benefit
Expenditures

FY 2007

Per cent of
Benefit
Expenditures

Mandatory Services
(21 categories)

$2,356,571,878

51.3%

$2,415,984,049

52.2%

Optional Services (26
categories)

$1,516,202,995

33.0%

$1,317,524,481

28.4%

Managed Care
Expenditures Total

$587,066,293

12.8%

$653,278,507

14.1%

Special
Expenditures/Offsets

$30,508,052

67%

$142,616,635

3.07%

KCHIP Expenditures
Total

$99,593,445

2.2%

$102,984,365

2.2%

Total Medicaid &
K CHIP Benefit
Expenditures

$4,589,942,663

100%

$4,632,388,037

100%

Average Number of
Eligibles

699,595

710,763

Monthly Average Cost
Per Eligible (Benefits
Only)

$546.74

$543.12

Administrative
Expenditures
(Medicaid & KCHIP)

$119,193,257

$133,146,625

Monthly Average Cost
Per Eligible (Including
Administration) APA

Calculation

$560.94

$558.73

Source:

FY 2007 provided by the Department of Medicaid Services.

Auditor of Public Accounts based on Medicaid’'s Budget Analysis Reports from FY 2006 and

Medicaid administration expenditures include personnel costs, operating
expenses, grants and loans, and capital outlay. DMS includes personal service
contracts with personnel costsin its quarterly budget analysis reports. These
contracts represented over 90 percent Medicaid personnel expenses for fiscal year
2007. Total Medicaid administrative expenses were $133,146,625 in FY 2007,
representing an increase of $13,953,368 from the $119,193,257 in FY 2006.
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Kentucky’s Medicaid
Operational Support
Services (MOSS)
Reports

Texas Experience
with Accenture

In July 2007, the Cabinet for Health and Family Services entered into a new
contract for Medicaid Operational Support Services (MOSS). The MOSS
management contract was awarded to Accenture, LLP for athree-year period at
an amount of $6,734,810. This contract privatizes the Cabinet’s monitoring of its
most important contracts totaling nearly $300 million.

The MOSS contract applies to the major contracted services within KyHealth
Choices, including:

* Medicaid Management Information System (MMIS) contract with EDS

» Utilization Management contract with EDS (included above)

» Cal Center and Provider Credentialing/Management contract with First
Health Services Corporation

* Pharmacy Benefits Management (PBM) contract with First Health
Services

There are new contract reporting requirements including weekly status reports,
and monthly management reports containing the following information:

Executive Steering Team presentation
Weekly cross-project team minutes
Initiative vendor project notes as appropriate
Updated consolidated project work plan
Change control report

Defect tracking report

Issue/Risks logs

Action team log

Vendor Performance Measure report
Master Deliverable status report
Recommendations as needed

The Auditor of Public Accounts October 19, 2006 report Assessment of
Kentucky' s Privatization Efforts noted significant problems with Accenture’s
contract performance in Texas. Thisreport cautioned that Kentucky’s program
administrators should take notice of poor contract monitoring and performance.

On March 13, 2007 Accenture' s Medicaid contract was cancelled by the Texas
Health and Human Services Cabinet. In an October 25, 2006 |etter and 161-page
report to the Texas Legislature, Comptroller Carol Keeton Strayhorn listed many
performance failings, including major Medicaid and SCHIP problems:
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Texas Comptroller’s Comments

Asof August 31, 2006, HHSC has paid Accenture more than $123 million to process
digibility for afraction of Texas applicants, and the project that was intended to save the
state’s budget will end up costing the budget $100 million more. This project is over budget
and under performing.

To understand the full range of HHSC's mismanagement and Accenture’s substandard
performance, one must address the complex, 6,000-plus page contract between HHSC and
Accenture. Despite itslength, the contract is vague and misdirected, |eaving taxpayers to pay
millions of dollars for inadequate work.

Thisis certainly not the impression received from the public statements of HHSC and
Accenture. Taxpayers and legislators have been told that Accenture is subject to strong
performance standards; that the state pays the company only when it performs well; and that
the contract guarantees Texas will be reimbursed for Accenture’sfailuresto date. These
statements are unsupported by the evidence.

Excerpt from October 25, 2006 letter to Texas L egisature from Texas Comptroller,
Carole Keeton Strayhorn

On July 13, 2007, Accenture began its contract with Kentucky to oversee
Medicaid contracts — the basis of its alleged failuresin Texas. Due to the many
exemptions in Kentucky’s privatization statute, KRS 45A.550, this contract is not
considered privatization and not subject to additional contract oversight such as
an annual performance evaluation.
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Kentucky Requires
Extensive Reporting
by ItsManaged Care
Contractor

Without changesin laws or, at a minimum, new policies and procedures requiring
a comprehensive quarterly or annual report of Kentucky’s Medicaid operations,
stakeholders have only a fragmented and incomplete set of information on
Medicaid.

The Department for Medicaid Services operates with an administrative budget of
less than 3% of its benefits. Kentucky’s Medicaid administrative cost has been
historically in the lowest three of all states. The Cabinet’s own budget request
notes the Centers for Medicare and Medicaid Services has expressed concern that
Kentucky’s administrative costs may be “too low to provide adequate oversight
and monitoring “ of this program. The Cabinet for Health and Family Services
has contracted with Accenture, LLP to monitor and report on its four most
important contracts, but not all contracts.

Without reforms in reporting KyHealth Choices results, incomplete and
potentially inaccurate reports will continue to be used to make decisions affecting
Medicaid programs and budgets. A fully reformed Medicaid program will not be
possible until significant improvements in reporting occur.

Since 1997, DMS has had a prepaid, capitated managed care system through a
Medicaid Waiver approved by CMS. The managed care system provides services
for Louisville and its surrounding counties and is operated through a personal
service contract with University Health Care, Inc., operating as Passport.

More thorough reporting is required of Kentucky’'s Medicaid Managed Care
contractor than is required of KyHealth Choices. It would be beneficia for the
overall Medicaid program to consider similar standards. Since the managed care
program is a Medicaid Waiver, the provider’s contract is held to higher reporting
standards than are required of KyHealth Choices under its State Plan
Amendments. Passport Managed Care quarterly reports include the following
types of information, much of which could be included in a periodic public report
of KyHealth Choices:

Executive Summary

Eligibility statistics

Access and delivery network information
Quality assurance and improvement
Grievances and appeals

Budget neutrality and fiscal issues
Utilization

Systems and data processing

Other activitiesincluding

» Organizational changes

» Administration changes

» Innovations and solutions
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e Prompt pay claims

o Coordination of Benefits (COB) savings

o Cost avoidance summary

o Potential subrogation

o Claims processing summaries by provider types and denials
o Claimsinventory

e Encounter data

e Monthly benefit payments

Florida’'s Reformation Floridais an example of a state that elected to use Medicaid Waiver reform rather
of Medicaid Requires  than State Plan Amendments. CM S requires quarterly and annual reports of
Extended Reporting at progress for states that exercised Medicaid Waivers as part of their reform

the Federal and State  packages. State Plan Amendments do not require reportsto CMS. Florida has

Levels

also gone a step further by including Medicaid reporting provisionsin its law:

Florida Medicaid Reform Quarterly Reports

409.91213, Florida Statutes, Quarterly progressreportsand annual reports.--

(1) The agency shall submit to the Governor, the President of the Senate, the Speaker of the House of
Representatives, the Minority Leader of the Senate, the Minority Leader of the House of Representatives, and the
Office of Program Policy Analysis and Government Accountability the following reports;

(@ The quarterly progress report submitted to the United States Centers for Medicare and Medicaid Services no
later than 60 days following the end of each quarter. The intent of this report is to present the agency’s analysis
and the status of various operational areas. The quarterly progress report must include, but need not be limited to:

1. Events occurring during the quarter or anticipated to occur in the near future which affect health care
delivery, including, but not limited to, the approval of and contracts for new plans, which report must specify the
coverage area, phase-in period, populations served, and benefits; the enrollment; grievances; and other operational
issues.

2. Action plansfor addressing any policy and administrative issues.
3. Agency effortsrelated to collecting and verifying encounter data and utilization data.

4. Enrollment data disaggregated by plan and by eligibility category, such as Temporary Assistance for Needy
Families or Supplemental Security Income; the total number of enrollees; market share; and the percentage
change in enrollment by plan. In addition, the agency shall provide a summary of voluntary and mandatory
selection rates and disenrollment data.

5. For purposes of monitoring budget neutrality, enrollment data, member-month data, and expenditures in the
format for monitoring budget neutrality which is provided by the federal Centers for Medicare and Medicaid
Services.

6. Activities and associated expenditures of the low-income pool.

7. Activities related to the implementation of choice counseling, including efforts to improve health literacy and
the methods used to obtain public input, such as recipient focus groups.

8. Participation rates in the enhanced benefit accounts program, including participation levels, a summary of
activities and associated expenditures; the number of accounts established, including active participants and
individuals who continue to retain access to funds in an account but who no longer actively participate; an
estimate of quarterly deposits in the accounts; and expenditures from the accounts.
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9. Enrollment data concerning employer-sponsored insurance which document the number of individuals
selecting to opt out when employer-sponsored insurance is available. The agency shall include data that identify
enrollee characteristics, including the eligibility category, type of employer-sponsored insurance, and type of
coverage, such as individual or family coverage. The agency shall develop and maintain disenrollment reports
specifying the reason for disenrollment in an employer-sponsored insurance program. The agency shall also track
and report on those enrollees who elect the option to reenroll in the Medicaid reform demonstration.

10. Progress toward meeting the demonstration goals.
11. Evaluation activities.

(b) An annual report documenting accomplishments, project status, quantitative and case-study findings,
utilization data, and policy and administrative difficulties in the operation of the Medicaid waiver demonstration
program. The agency shall submit the draft annual report no later than October 1 after the end of each fiscal year.

(2) Beginning with the annual report for demonstration year two, the agency shall include a section concerning
the administration of enhanced benefit accounts, the participation rates, an assessment of expenditures, and an
assessment of potential cost savings.

(3) Beginning with the annual report for demonstration year four, the agency shall include a section that provides
qualitative and quantitative data describing the impact the low-income pool has had on the rate of uninsured
people in this state, beginning with the implementation of the demonstration program.

Florida’sreportsare available through its M edicaid program at:

4th Medicaid Reform Quarterly Report, April 1, 2007 through June 30, 2007 [1.72MB PDF] HEWI8/30/07

Recommendations The Auditor of Public Accounts recommends the Cabinet for Health and Family

Services compile Medicaid and KCHIP data and periodically report program
progress and cost containment in a consistent, user-friendly, and comprehensive
package. The Cabinet should:

* Develop amethod for calculating and certifying savings,

* Fully consider al costs when reporting cost containment and savings;

* Form anew entity or use the existing Medicaid Oversight and Advisory
Committee and the Advisory Council for Medical Assistance to further
investigate reporting practices of other states and arrive at a method that is
truly representative of anational model for achieving excellence in Medicaid;

* Consider its own reporting requirements for the Passport Managed Care
Medicaid Contract and Waiver when developing new Medicaid reports;

* Consider the needs of all Medicaid and KCHIP stakeholders including
consumers and providers of services;

* Consider practices of other states undertaking Medicaid reform;
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Follow proposed Government Accountability Standards Board
recommendations for reporting service efforts and accomplishments
including:

Purpose and scope

Statements of major goals and objectives
Involvement in establishing goals and objectives
Multiple levels of reporting

Analysis of results and challenges

Focus on key measures

Reliable information

YVVVYVYYVYYV

Where helpful, include charts and graphs to supplement raw data expenditures
reports,

Carefully monitor important Medicaid contracts and report resullts,

Periodically audit Medicaid’s methods and results for reporting expenditures
data and perform reconciliations; and

Update its Strategic Plan Progress Reports to include adequate Medicaid and

K CHIP program descriptions and analyses of program changes and strategic
plan progress.
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Scope

M ethodology

The Auditor of Public Accounts conducted this performance audit in accordance with
generally accepted government auditing standards. Those standards require that we
plan and perform the audit to obtain sufficient, appropriate evidence to provide a
reasonabl e basis for our findings and conclusions based on our audit objectives. We
believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

The overall objective of the audit wasto discover if Kentucky’'s Medicaid
transformation under KyHealth Choices has resulted in planned implementations and
cost savings. This performance audit charts the development of KyHealth Choices,
provides costs reported by the Department of Medicaid Services (DMYS), and evaluates
Medicaid reporting requirements and available reports for relevance, understandability,
comparability, timeliness, consistency, and reliability. Kentucky State Children’s
Health Insurance Program (KCHIP) was included in the analysis because it is closely
linked to the Medicaid program and is often included in Medicaid reports and cost
analyses. The scope of our work primarily focused on Medicaid and KCHIP services
and costs for FY 2006 and FY 2007. Historical costs prior to Medicaid’s reform to
KyHealth Choices are aso included, as well as an overview of program changes and
significant events.

Our analysis included comparing the Cabinet for Health and Family Services (CHFS)
assertions of Medicaid savingsto reports provided by DMS. Kentucky Medicaid and
KCHIP reports reviewed included:

* CHFSand DMS Strategic Plans, Progress Reports and Mission Statements

* DMS Agency Biennial Budget Requests, Budgets of the Commonwealth, and
Interim Budget Allotment Adjustments

* Medicaid budget forecast data (related reports were requested from DM S but not
provided to the APA)

» DMS Medicaid Budget Analysis Reports and Cost Containment Reports

* CHFS PowerPoint presentation provided by the CHFS to the Kentucky General
Assembly and Medicaid professionals

* DMS Medicaid Management Information System (MMIS) reports for the Centers
for Medicare and Medicaid Services

The financial data used in this report was provided by DMS. Evidence that this data
was valid or reliable was not obtained. The limitations of this data are presented in the
report’ s findings and recommendations.

In order to supplement our research and review reporting standards and best practices,
related reports from the following external sources were reviewed:

* The Centersfor Medicare and Medicaid Services

* The United States Government Accountability Office

* Government Accounting Standards Board

e TheKaiser Family Foundation

* Kentucky Long-Term Policy Research Center

* Foundation for a Healthy Kentucky

* The Council on State Governments

* TheKentucky Finance and Administration Cabinet

* University Health Care, Inc. Managed Care contract and Waiver requirements
Page 32



THISPAGE LEFT BLANK INTENTIONALLY



Appendix B

Timeline of Significant Eventsin KyHealth Choices Transformation






Timeline of Significant Events in KyHealth Choices Transformation

Action JUL 05 AUG 05 SEP 05 OCT 05 NOV 05 DEC 05 JAN 06 FEB 06 MAR 06 APR 06 MAY 06 JUN 06 JUL 06 AUG 06 SEPT 06 OCT 06 DEC 06 JAN 07 FEB 07 MAR 07 APR 07 MAY 07 JUN 07 JuL 07 AUG 07 SEP 07
Federal Deficit Reduction Act of 2005
The President signed the bill, the Extension of = Third Party President Premiums Proof of Medicaid Managed Care.  Fraud &
Deficit Reduction Act of 2005 (S. Transitional Liability Signs Deficit and Cost Citizenship Transform- Org. Provider ' Integrity (6031
1932), on February 8, 2006, and it Medicaid (6035) Case | Reduction Act Sharing (6041. Required ation Grants Tax Reform | 34) Emerg.
has since been designated Public (6084) Mgmt. & 43) (6036) (6081) Expires (6051). Room Co-
Law 109-171. Targeted Benchmark Extension of = pays (6041-
Case Mgmt. Benefit Transitional = 43) Family
(6052) Packages Medicaid Opportunity
(6044) Expires (6084) Act (6061-62)
4 Family-to-
2 Family Health
< Info. Cntrs
o (6064) Money
g Follows the
_g Person (6071)
o) Health Opp.
o Accts (6082)
E Emergency
= Svc, by Non
8 MCo
Providers
(6085) HCB
for the Elderly
& Disabled
(6086) Cash &
Counseling
(6087)
Building Blocks Leading Up to the State Plan Amendments
1115 "Super Waiver" submitted then pulled back
CMS Advises Kentucky to submit three separate 1915(c) Waivers based on DRA changes to Medicaid
CMS retracts the three 1915(c) approach and suggests Kentucky use State Plan Amendments
Kentucky submits three 1915(c) State Plan Amendments forming KyHealth Choices
New provisions of the DRA became effective and CMS advises Kentucky that the KyHealth Choices Waivers need to be 1915(i) type Waivers
Additional Waiver Amendments submitted to CMS for HCB, SCL, ABI Waivers for CDO; DMS commits to a 1915(c) LTC ABI Waiver
Kentucky Medicaid State Plan Amendment (Transmittal Numbers)
Four-Prescription Per Month Limit (06-001)
Medicaid Buy-In (06-003)
DRG Supplemental Payments (06-005)
KyHealth Choices Global Choices (06-006)
KyHealth Choices Global Choices (06-007)
KyHealth Choices Transportation (06-008)
Treatment of Medical Expenses During a Period of Ineligibility (06-009)
2 KyHealth Choices Family, Comprehensive, and Optimum Choices (06-010)
o - - - -
E Change in Commissioner Signature Authority (06-011)
O [Transfer of Assets (06-014)
=
E Home Care (06-015)
£ Eli Lilly Zyprexa Behavioral Pharmacy Management Program (06-016)
<

Ky Health Choices Clarification (07-001)

Employee Education About False Claims Recovery (07-002)

Parent Choices (07-003)

Nursing Facility Brain Injury Unit Rate Change (07-004)

State Governor Review Opt-Out Designation (07-005)

Medicaid Grants Awarded to Kentucky

Money Follows the Person Grant

Medicaid Transformation Grant

Robert Wood Johnson (Consumer Directed Option Study)

Other Significant Program Activities and Actions

State Fiscal Agent MMIS Upgrade (EDS Contract) Goes Live

Third-Part Liability contract with Health Management Systems

Kentucky Medicaid Administrative Agent contract with First Health

Pharmacy Benefits Management contract with First Health

MOSS contract with Accenture for KyHealth Choices performance measurement and reporting

Quarterly Cost Containment Reports and cost savings projections required by Budget HB267 and HB380
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DEPARTMENT FOR MEDICAID SERVICES
EXPENDITURES BY CATEGORY OF SERVICES
STATE FISCAL YEARS 2006 AND 2007

Type of Service I

JUL 05

AUG 05

SEPT 05

OCT 05

NOV 05

DEC 05

Mandatory

Inpatient Hospital

45,684,520.86

42,946,428.47

38,613,997.50

28,265,201.35

29,797,611.60

34,555,046.09

DSH - Acute Care Hospitals 20,437,554.00 - - 86,608,772.00 - -
* Psych Distinct Part Unit - Acute Care Hospitals 2,146,150.17 1,899,091.99 2,283,072.70 1,488,519.18 1,537,194.62 1,949,999.52
* Rehab Distinct Part Unit - Acute Care Hospials 219,889.03 305,580.97 475,297.46 266,590.97 187,340.53 240,356.32

* Supplemental Payments (I0A) - - - 8,902,741.00 4,776,471.67 -
Outpatient Hospital 25,671,472.33 21,392,449.80 26,125,946.91 21,359,874.12 19,221,918.79 25,966,974.69
Physicians 24,534,740.83 20,057,001.38 24,968,151.79 21,246,661.63 20,235,445.27 24,183,066.30
Nursing Facilities 114,445,816.00 61,566,221.97 63,082,173.53 59,378,562.40 59,541,813.42 62,784,802.98
Home Health 5,114,547.60 4,432,644.63 5,543,928.01 6,966,229.22 4,059,017.25 5,613,284.07
Durable Medical Equipment (DME) 4,863,270.14 4,098,381.81 5,169,872.84 3,938,664.28 4,083,020.47 4,793,014.57

Family Planning 315.00 - - - 487.25 -

EPSDT - Screens - - - - - -
EPSDT - Related 4,598,518.32 3,800,831.37 3,750,357.91 3,428,453.26 3,555,187.90 4,053,440.97
Laboratories 1,422,128.75 1,195,478.53 1,456,774.20 1,225,871.33 1,102,246.19 1,302,375.20
Dental 4,764,648.96 3,900,966.36 4,947,847.25 4,483,680.28 4,288,700.06 4,844,562.15
Non-Emergency Transportation 278,428.55 255,046.34 260,578.78 231,730.05 273,367.35 311,263.17
Ambulance 1,292,348.55 1,046,242.72 1,176,920.82 1,287,058.86 1,056,891.75 1,143,659.41
Vision 941,530.33 1,047,579.17 1,532,520.86 1,063,275.57 1,071,070.67 1,094,258.14
Hearing 12,682.80 3,237.33 11,267.37 8,872.53 7,628.59 2,767.64
Primary Care (FQHC) 3,232,820.63 3,942,299.59 4,444,537.96 3,645,336.09 3,692,995.23 4,802,008.95
Rural Health 2,976,961.53 2,656,706.31 3,625,365.47 3,345,352.82 3,207,922.35 3,884,009.70
Qualified Medicare Beneficiaries (QMBs)* 51,939.45 30,814.48 36,620.84 32,299.02 30,228.27 28,473.97
Nurse Practitioner/Midwife 508,844.58 497,456.04 458,941.46 452,386.47 440,560.70 591,934.09
Subtotal: 263,199,128.41 175,074,459.26 187,964,173.66 257,626,132.43 162,167,119.93 182,145,297.93

Optional

ICF-MR 13,424,087.98 6,635,769.56 6,253,317.46 3,452,814.53 22,909,362.02 7,590,225.12
Pharmacy 82,691,753.21 56,604,929.07 89,395,341.75 60,585,334.00 57,580,827.02 62,730,563.63
Community Mental Health Centers 9,224,662.69 5,645,224.46 7,217,668.25 6,553,516.00 5,778,804.75 8,677,514.91
Mental Hospital 2,401,909.17 1,669,214.87 1,933,410.83 1,543,086.24 1,634,236.94 1,949,339.99

DSH - Mental Hospital 4,818,773.00 - - 75,272,943.34 34,767,476.00 -
Psychiatric Residential Treatment Facilities (PRTF) 989,567.51 1,011,044.31 1,359,341.61 850,231.10 933,196.64 1,300,102.53
Renal Dialysis 1,736,681.93 1,359,163.99 1,350,418.40 914,829.09 1,121,587.69 1,177,226.99
Podiatry 123,243.46 100,148.29 124,010.99 98,289.29 98,923.82 125,262.45
Support for Community Living 16,112,622.76 13,193,795.82 17,116,547.53 11,321,792.14 13,010,216.86 19,293,846.48
Ambulatory Surgical 974,117.95 781,021.15 868,563.74 763,962.10 771,980.82 825,837.50
Home & Community Based Services 3,262,604.91 2,480,794.53 3,305,937.87 2,712,057.95 2,133,589.62 3,354,776.56
Adult Day Care 1,917,611.82 1,732,525.31 2,308,796.30 1,783,803.76 1,410,158.73 2,313,745.44
Model Waivers 340,743.93 557,722.82 453,102.70 637,357.06 445,284.12 309,395.07
Hospice 1,688,470.17 1,419,352.45 2,493,013.14 1,609,264.21 1,437,906.65 1,728,439.93
Preventive 1,063,159.64 27,697.49 1,233,417.50 4,122,581.87 2,902,015.85 2,229,974.46
Children with Special Health Care Needs 373,528.38 90,581.61 129,248.00 78,450.63 33,080.00 93,167.17
Targeted Case Mgmt. - Emotionally Disturbed Child 1,490,909.09 908,305.75 1,165,920.72 894,497.31 964,797.28 1,126,927.07
Targeted Case Mgmt. - Mentally Il Adults 1,086,547.75 790,423.18 839,691.16 743,677.20 660,153.08 927,248.65
Other Lab/X-Ray 182,298.74 162,410.52 197,423.98 139,180.10 149,718.35 131,047.94
Nurse Anesthetist 445,565.32 380,770.01 471,001.64 394,048.24 403,373.48 457,073.99
Title V/DCBS 10,139,715.21 14,062,789.70 3,011,809.06 20,963,180.56 6,910,962.16 11,332,249.11
School-Based Services 334,767.45 295,455.22 269,275.65 197,986.40 123,875.16 285,985.51
Early Intervention - First Steps 696,387.95 787,681.95 1,067,996.42 561,896.80 1,168,905.86 655,211.72
Brain Injury 643,156.31 490,576.30 586,817.06 615,962.41 381,872.05 814,336.24
HANDS 1,291,860.00 1,393,690.00 1,337,160.00 1,310,380.00 1,506,170.00 1,159,120.00

Home Care Waiver - - - - - -

Personal Care Assistance - - - - - -
Chiropractic 224,289.37 183,669.98 226,368.67 195,241.12 196,413.56 219,424.25
Specialized Children’s Service Clinics 46,806.00 47,882.00 54,338.00 43,040.00 39,274.00 38,198.00
Impact Plus 1,852,170.97 1,344,510.38 1,681,784.78 1,588,271.09 1,429,006.85 1,884,583.47
Subtotal: 159,578,012.67 114,157,150.72 146,451,723.21 199,947,674.54 160,903,169.36 132,730,824.18

Managed Care

Managed Care - Physical Health 40,466,941.17 41,556,047.31 40,993,043.69 48,357,079.84 47,530,966.70 47,217,756.81

Managed Care - Behavioral Health - - - - - -

Empower Transportation 4,025,737.48 3,990,703.58 4,059,673.32 4,024,074.37 3,987,252.97 4,017,642.24
Subtotal: 44,492,678.65 45,546,750.89 45,052,717.01 52,381,154.21 51,518,219.67 51,235,399.05

Special Expenditures/Offsets

KenPAC 1,232,084.00 1,180,312.00 1,262,900.00 1,191,512.00 1,204,316.00 1,201,568.00
Intergovernmental Transfer Payments (IGT's) - - - 18,750,363.14 - 8,337,869.13
Cost Settlements - - - - - -
Insurance Premiums. 130.72 130.72 106.04 65.36 252.76 65.36
Supplementary Medical Insurance (SMI) 12,002,153.40 11,496,891.40 11,255,047.90 15,331,752.60 11,833,905.70 11,784,774.60
Part D Medicare Clawback - - - - - -
Consumer Directed Options - - - - - -
Non-Provider Payments 3,570.27 6,951.55 3,126.09 36,815.88 12,503.19 3,309.70
Drug Rebate (34,349,024.44 (2,883,119.39) (36,536,977.82 (15,704,445.90 (2,366,345.08) (34,055,118.74
QI1 Payments 99,861.40 111,435.00 63,029.20 93,761.80 78,356.40 -
QI2 Payments - - - - - -
Redeposits and Other Adjustments (24,665.23) (173,715.13) (102,256.12) (37,929.00) (12,351.13) (15,903.21)
Subtotal: (21,035,889.88 9,738,886.15 (24,055,024.71 19,661,895.88 10,750,637.84 (12,743,435.16,
KCHIP: | | 9,013,475.31 | 7,187,341.52 | 8,501,629.32 | 8,372,526.52 | 8,043,842.87 | 8,357,441.07 |
TOTAL: | ] 455,247,405.16 351,704,588.54 363,915,218.49 537,989,383.58 | 393,382,989.67 | 361,725,527.07 |
AVERAGE MONTHLY ELIGIBLES: | 691,190 697,507 699,054 699,410 696,751 695,715
AVERAGE MONTHLY MEDICAID : 642,062 647,714 648,936 649,148 646,397 645,032
AVERAGE MONTHLY KCHIP: 49,128 49,793 50,118 50,262 50,354 50,683
COST PERELIGIBLEPERMONTH: [ [$ 658.64 [ $ 504.23[ $ 52058 $ 769.20[ $ 564.60 [ $ 519.93
COST PER ELIGIBLE PER MONTH MEDICAID: $ 695.00 [ $ 53190 $ 547.69] $ 81586 $ 596.13| $ 547.83
COST PER ELIGIBLE PER MONTH KCHIP: $ 183.47[ $ 144.34'$ 169.63 [ $ 166.58 | $ 159.75[ $ 164.90

Source: Unaudited Department for Medicaid Services reports to the Legislative Research C@agg)@e



FY 2006

JAN 06 FEB 06 MAR 06 APR 06 MAY 06 JUNE 06 TOTAL
27,839,347.02 37,592,637.95 45,689,002.51 43,641,631.17 67,593,503.47 47,820,843.54 490,039,771.53
- - - - - - 107,046,326.00
1,684,770.78 1,536,688.94 2,013,178.91 1,688,062.31 1,572,774.53 2,139,448.27 21,938,951.92
366,097.83 240,407.79 309,231.32 296,284.19 236,701.56 305,929.69 3,449,707.66
8,902,741.00 - - 8,902,741.00 - - 31,484,694.67
21,048,562.34 22,131,232.60 28,710,069.75 24,231,019.50 23,359,758.03 26,875,935.59 286,095,214.45
18,077,076.43 22,380,176.75 27,927,500.81 22,976,948.48 21,887,972.06 25,421,174.38 273,895,916.11
62,256,383.41 61,355,286.45 58,468,483.72 59,936,414.90 58,577,909.93 59,981,685.71 781,375,554.42
3,610,742.07 4,576,081.07 5,721,479.98 4,156,025.60 4,589,432.13 6,038,952.92 60,422,364.55
4,266,849.09 4,858,997.15 5,561,677.68 3,752,033.18 4,191,016.07 5,220,250.84 54,797,048.12
- - - 549.25 26.00 - 1,377.50
3,426,274.45 3,777,651.27 5,217,483.90 3,575,446.20 4,027,473.88 5,132,521.61 48,343,641.04
1,081,402.48 1,284,021.18 1,677,757.40 1,335,494.59 1,261,000.04 1,618,164.01 15,962,713.90
3,170,525.87 4,203,064.58 5,183,761.45 4,562,701.37 3,979,031.27 5,082,726.15 53,412,215.75
243,543.67 261,666.93 363,611.63 251,532.18 243,811.78 299,291.85 3,273,872.28
1,016,301.54 1,057,087.24 1,379,757.90 1,203,214.94 1,141,830.81 1,226,055.48 14,027,370.02
675,965.40 973,058.37 1,244,439.52 1,000,341.02 924,116.58 1,052,515.89 12,620,671.52
11,021.50 10,415.14 10,319.92 7,602.80 8,458.20 4,991.34 99,265.16
4,220,012.55 4,380,229.53 5,304,435.75 4,549,050.28 4,087,156.70 4,551,485.26 50,852,368.52
2,856,045.15 3,563,056.91 4,494,313.43 3,634,376.61 3,262,399.85 3,478,887.21 40,985,397.34
32,484.00 50,668.66 53,965.65 39,993.39 41,195.41 41,492.33 470,175.47
407,821.99 484,413.26 670,082.35 515,870.98 458,710.02 490,237.74 5,977,259.68
165,193,968.57 174,716,841.77 200,000,553.58 190,257,333.94 201,444,278.32 196,782,589.81 2,356,571,877.61
11,104,273.17 13,546,371.21 10,349,793.42 10,809,375.82 10,661,357.50 2,649,656.78 119,386,404.57
46,819,900.36 37,894,956.66 54,824,567.06 34,686,325.00 33,588,330.03 24,430,576.75 641,833,404.54
4,184,099.66 6,359,380.99 9,619,505.29 7,372,546.39 5,180,249.60 8,400,728.23 84,213,901.22
1,315,574.05 1,561,288.32 2,405,599.73 2,380,643.95 1,588,916.25 2,089,685.12 22,472,905.46
- 547,461.00 - - - - 115,406,653.34
788,348.01 811,190.66 1,100,425.51 868,254.47 905,641.42 1,781,839.95 12,699,183.72
1,714,615.71 1,387,130.26 1,949,328.48 1,822,014.71 1,743,027.96 1,584,109.07 17,860,134.28
76,807.51 121,944.59 151,960.66 115,311.70 101,624.90 142,462.82 1,379,990.48
9,579,615.36 13,584,874.34 19,320,997.36 11,738,617.53 13,789,765.24 19,813,697.23 177,876,388.65
742,831.57 934,091.45 1,125,461.83 829,960.17 782,172.41 1,155,643.15 10,5665,643.84
2,131,764.46 2,849,258.17 3,309,877.26 2,565,718.33 2,203,313.35 3,250,479.06 33,560,172.07
1,591,426.10 1,787,789.94 2,060,208.87 1,897,952.35 1,857,6565.79 2,099,581.57 22,761,255.98
217,984.97 794,392.47 360,121.76 628,714.31 348,110.66 589,843.00 5,682,772.87
1,548,464.50 2,126,680.16 2,357,213.18 1,580,347.70 1,718,301.37 2,033,116.71 21,740,570.17
1,601,060.26 2,348,932.02 2,978,960.78 1,950,497.68 2,612,337.16 1,798,414.13 24,869,048.84
49,437.29 59,966.37 3,024,450.29 58,664.57 61,939.57 68,751.00 4,121,264.88
861,894.19 568,221.89 1,762,832.47 942,530.20 867,895.37 1,285,169.97 12,839,901.31
543,628.29 454,971.91 1,251,965.92 723,718.82 551,548.42 953,298.51 9,526,872.89
148,191.96 149,533.48 179,246.71 166,467.95 183,875.36 163,779.55 1,953,174.64
329,671.88 394,692.67 480,919.98 491,569.79 457,779.56 481,007.39 5,187,473.95
6,310,185.23 7,900,440.66 5,375,093.86 5,303,760.08 5,275,728.76 13,205,725.23 109,791,639.62
220,358.27 238,721.05 351,167.10 268,662.05 270,513.58 323,648.89 3,180,416.33
1,265,595.75 1,233,585.92 1,158,222.92 1,192,291.41 566,327.53 555,859.68 10,909,963.91
444,459.92 442,694.27 1,043,056.65 673,550.88 396,976.42 881,562.05 7,415,020.56
1,079,370.00 1,452,540.00 1,312,470.00 1,317,240.00 1,554,180.00 1,303,010.00 16,017,190.00
173,963.97 225,337.93 287,507.51 253,389.25 253,136.54 242,459.29 2,681,201.44
35,902.59 41,426.00 62,946.00 45,192.00 44,654.00 30,128.00 529,786.59
1,224,151.94 1,391,281.66 2,029,973.06 1,389,515.56 1,877,607.57 2,057,800.92 19,750,658.25
96,103,576.97 101,209,156.05 130,233,873.66 92,072,832.67 89,442,966.32 93,372,034.05 1,516,202,994.40
266,121,836
45,733,570.43 44,065,500.69 45,583,563.17 46,646,133.67 45,424,947.86 45,215,876.95 272,669,592.77
3,964,321.69 4,008,531.42 4,065,076.16 4,028,575.72 4,032,274.87 4,071,000.70 48,274,864.52
49,697,892.12 48,074,032.11 49,648,639.33 50,674,709.39 49,457,222.73 49,286,877.65 587,066,292.81
1,176,896.00 1,220,948.00 1,210,428.00 1,209,924.00 1,192,660.00 1,217,776.00 14,501,324.00
- 3,517,146.12 21,677,742.03 - 8,516,624.08 - 60,799,744.50
65.36 238.08 246.76 - 163.40 130.72 1,595.28
13,094,831.50 12,890,668.30 12,581,519.00 13,872,230.00 13,819,351.60 13,444,539.80 153,407,665.80
- - - - 7,547,254.64 1,484,572.04 9,031,826.68
1,802.77 9,207.84 3,928.84 4,604.66 5,347.76 5,465.74 96,634.29
(8,029,684.78) (1,699,128.94) (29,068,448.62) (19,106,038.68) (5,832,813.32) (22,894,158.82) (212,525,304.53)
- - - - - - 446,443.80
(37,057.64) (76,660.32) (46,961.59) (55,741.83) (33,361.25) 5,155,248.21 4,748,122.24
6,206,853.21 15,862,419.08 6,358,454.42 (4,075,021.85) 25,215,226.91 (1,586,426.31) 30,508,052.06
7,275,017.44 | 8,635,831.60 | 11,287,621.74 8,428,424.60 | 6,156,791.95 | 8,333,501.40 | 99,593,445.34 |
324,477,308.31 | 348,498,280.61 | 397,529,142.73 | 337,358,278.75 | 371,716,486.23 | 346,188,576.60 | 4,589,942,662.88
697,826 698,404 703,946 702,517 705,921 706,903 699,595
646,677 647,484 652,351 651,713 655,287 656,614 649,118
51,149 50,920 51,595 50,804 50,634 50,289 50,477
$ 464.98] $ 498.99] $ 564.72 | $ 480.21] $ 526.57 | $ 489.73] $ 546.74
$ 49051[$ 524.90 [ $ 592.08 [ $ 504.72[ $ 557.86 [ $ 51454 $ 576.47
$ 142233 169.60 | $ 21877 $ 165.90 | $ 12159 $ 165.71| $ 164.42

Source: Unaudited Department for Medicaid Services reports to the Legislative Research C@agg)@?



DEPARTMENT FOR MEDICAID SERVICES
EXPENDITURES BY CATEGORY OF SERVICES
STATE FISCAL YEARS 2006 AND 2007

Type of Service JUL 06 AUG 06 SEPT 06 OCT 06 NOV 06 DEC 06
Mandatory
Inpatient Hospital 43,394,808.72 40,299,038.37 44,462,881.76 41,829,014.26 35,682,198.28 38,767,695.14
DSH - Acute Care Hospitals - - - 86,210,452.00 71,157,022.00 -
* Psych Distinct Part Unit - Acute Care Hospitals 1,838,556.30 1,793,559.39 1,920,281.49 1,667,673.37 1,738,721.08 1,531,982.59
* Rehab Distinct Part Unit - Acute Care Hospials 209,944.21 175,447.61 322,016.64 251,586.85 152,838.26 207,279.65
* Supplemental Payments (I0A) - 10,018,430.23 - 8,519,987.00 - -
Outpatient Hospital 21,270,401.59 22,182,897.26 26,430,022.47 22,831,381.77 21,211,734.60 28,133,267.31
Physicians 19,192,752.52 19,800,028.94 24,666,339.89 20,633,483.85 20,501,929.80 25,023,673.91
Nursing Facilities 59,037,831.37 65,972,286.50 66,621,533.41 62,815,963.81 62,443,851.27 63,725,704.20
Home Health 6,825,556.96 4,373,942.93 5,095,496.26 4,766,647.88 3,928,538.44 5,282,333.55
Durable Medical Equipment (DME) 4,103,573.66 3,484,267.22 4,125,557.92 4,347,902.80 3,793,406.09 4,787,877.07
Family Planning - - - - - -
EPSDT - Screens - - - - - -
EPSDT - Related 4,091,211.94 3,954,815.15 4,615,470.83 3,724,248.55 4,068,826.28 4,804,401.22
Laboratories 1,391,915.19 1,249,244.42 1,755,085.27 1,403,701.10 1,301,834.20 1,666,166.52
Dental 3,766,779.16 4,068,487.11 5,617,975.87 5,080,418.26 4,700,547.69 5,571,682.11
Non-Emergency Transportation 237,219.53 255,449.89 359,484.66 295,140.61 284,411.57 327,175.09
Ambulance 1,118,034.76 1,094,790.65 1,294,816.42 1,083,339.93 1,273,477.45 1,192,091.55
Vision 763,433.83 1,164,381.20 1,636,900.74 1,161,744.17 1,132,782.62 1,239,654.74
Hearing 12,082.04 3,839.30 5,159.56 5,207.02 5,063.92 13,540.04
Primary Care (FQHC) 3,516,628.93 3,911,533.40 4,537,102.63 4,093,909.33 4,810,966.05 5,665,408.45
Rural Health 2,424,797.22 2,822,507.68 3,992,113.34 3,570,768.36 3,207,464.09 4,468,155.67
Qualified Medicare Beneficiaries (QMBs)* 19,827.36 17,060.01 35,132.04 42,743.88 36,833.82 45,068.84
Nurse Practitioner/Midwife 381,729.87 372,294.57 497,958.39 406,743.23 421,283.84 493,390.53
Subtotal: 173,597,085.16 187,014,301.83 197,991,329.59 274,742,058.03 241,853,731.35 192,946,548.18
Optional
ICF-MR 17,064,650.64 8,130,994.40 10,481,692.11 7,451,943.92 7,716,895.61 18,724,549.76
Pharmacy 39,198,245.87 31,935,147.78 50,799,135.36 35,623,669.05 36,581,507.18 36,834,998.61
Community Mental Health Centers 5,030,488.08 5,314,573.10 7,991,752.76 5,682,747.11 4,643,059.91 8,827,362.93
Mental Hospital 3,224,774.51 1,951,049.66 1,862,800.12 1,439,475.63 2,846,631.62 1,442,263.76
DSH - Mental Hospital - - - - 37,451,040.00 -
Psychiatric Residential Treatment Facilities (PRTF) 1,137,786.97 989,593.39 1,357,263.19 1,336,315.48 963,322.38 1,553,453.88
Renal Dialysis 852,980.01 1,414,057.06 1,704,097.78 1,013,509.61 767,191.63 1,701,773.76
Podiatry 99,438.52 95,718.86 111,556.86 100,726.43 109,023.03 122,272.71
Support for Community Living 10,517,124.92 14,562,759.81 17,118,013.79 14,717,060.32 14,838,024.76 18,822,375.04
Ambulatory Surgical 729,494.64 740,282.24 933,827.10 565,765.78 752,473.41 874,161.29
Home & Community Based Services 2,283,359.63 2,720,747.76 3,133,324.83 2,464,394.75 2,394,020.63 3,208,358.27
Adult Day Care 2,088,967.30 2,070,682.04 2,291,390.19 2,438,872.56 2,081,706.20 2,846,373.40
Model Waivers 386,060.97 257,249.84 697,406.07 396,902.55 242,879.10 931,351.43
Hospice 1,257,445.54 2,386,111.38 2,437,536.40 1,464,610.20 1,731,960.24 2,249,213.43
Preventive 689,395.77 2,579,630.45 2,224,797.44 2,126,259.49 2,189,228.51 2,824,232.78
Children with Special Health Care Needs 15,156.95 3,861.57 5,723,525.21 6,431.02 1,812.84 16,751.97
Targeted Case Mgmt. - Emotionally Disturbed Child 551,012.89 936,592.82 1,281,817.81 910,608.51 614,563.94 1,569,329.67
Targeted Case Mgmt. - Mentally Il Adults 324,959.53 706,787.47 962,155.75 670,509.77 514,385.32 1,217,754.86
Other Lab/X-Ray 106,936.23 219,341.95 170,101.40 115,620.98 107,911.83 161,048.03
Nurse Anesthetist 384,817.12 378,749.54 469,803.98 390,355.87 523,910.52 534,654.75
Title V/DCBS 7,055,272.06 6,925,439.85 11,461,878.06 4,951,184.50 10,112,295.33 11,210,471.84
School-Based Services 327,049.59 317,213.16 127,153.11 77,144.53 180,419.69 143,215.79
Early Intervention - First Steps 1,090,418.27 504,082.97 1,058,186.04 517,216.28 1,061,288.27 481,093.79
Brain Injury 417,306.03 662,106.18 642,354.21 615,981.62 768,105.42 781,317.82
HANDS 1,365,930.00 1,414,650.00 1,279,180.00 1,260,690.00 1,460,170.00 1,216,830.00
Home Care Waiver - - - - - -
Personal Care Assistance - - - - - -
Chiropractic 189,083.38 190,179.70 178,999.08 165,677.14 292,757.77 349,222.28
Specialized Children’s Service Clinics 37,122.00 32,280.00 51,110.00 40,350.00 40,888.00 33,894.00
Impact Plus 1,430,119.22 1,458,661.76 2,145,152.71 1,669,712.02 1,656,628.20 2,028,102.11
Subtotal: 97,855,396.64 88,898,544.74 128,696,011.36 88,213,735.12 132,644,101.34 120,706,427.96
Managed Care
Managed Care - Physical Health 49,266,348.06 48,366,743.89 51,858,740.24 50,196,345.02 38,414,898.35 65,647,006.21
Managed Care - Behavioral Health - - - - - -
Empower Transportation 4,200,077.28 4,232,357.40 4,307,656.85 4,240,732.16 4,236,729.39 4,270,106.21
Subtotal: 53,466,425.34 52,599,101.29 56,166,397.09 54,437,077.18 42,651,627.74 69,917,112.42
Special Expenditures/Offsets
KenPAC 1,191,332.00 1,144,012.00 1,265,576.00 1,194,964.00 1,150,700.00 1,254,684.00
Intergovernmental Transfer Payments (IGT's) 1,637,500.00 - - - - -
Cost Settlements
Insurance Premiums. 130.72 326.80 130.72 65.36 98.04 312.08
Supplementary Medical Insurance (SMI) 14,462,910.20 13,663,639.70 13,557,826.70 13,228,520.60 12,906,549.30 13,527,724.10
Part D Medicare Clawback 7,797,377.24 13,818,361.04 7,949,219.84 7,836,408.44 7,946,521.44 7,891,237.96
Consumer Directed Options 115,492.69
Non-Provider Payments 5,601.56 8,568.23 4,782.67 3,179.99 2,110.78 9,712.06
Drug Rebate (10,305,230.57, (3,143,194.30) (5,304,451.30) (25,943,873.03 (758,024.57) (13,272,658.91
Ql1 Payments - - - 683,751.00 706,947.70 752,572.00
QI2 Payments - - - - - -
Redeposits and Other Adjustments (46,807.83) (40,132.93) (4,646.47) (40,622.19) (108,690.04)] (44,410.03)
Subtotal: 14,742,813.32 25,451,580.54 17,468,438.16 (3,037,605.83 21,846,212.65 9,413,260.76
KCHIP: | 7,248,076.24 | 7,400,925.31 | 9,251,008.85 | 8,158,573.32 | 8,416,643.69 8,822,336.60 |
TOTAL: | 346,909,796.70 | 361,364,453.71 409,573,185.05 422,513,837.82] 447,412,316.77 401,805,086.92
AVERAGE MONTHLY ELIGIBLES: 704,422 710,096 710,269 710,864 710,092 708,837
AVERAGE MONTHLY MEDICAID : 654,452 659,763 659,704 660,028 659,153 657,756
AVERAGE MONTHLY KCHIP:| 49,970 50,333 50,565 50,836 50,939 51,081
COST PER ELIGIBLE PER MONTH: $ 492.47 | $ 508.90 | $ 576.65 | $ 594.37 | $ 630.08 | $ 566.85
COST PER ELIGIBLE PER MONTH MEDICAID: | $ 519.00 | $ 536.50 | $ 606.82 | $ 627.78 | $ 666.00 | $ 597.62
COST PER ELIGIBLE PER MONTH KCHIP: | $ 145.05 | $ 147.04| $ 182.95| $ 160.49 | $ 165.23 | $ 172.71

Source: Unaudited Department for Medicaid Services reports to the Legislative Research C%@@S



FY 2007

JAN 07 FEB 07 MAR 07 APR 07 MAY 07 JUNE 07 TOTAL
34,749,246.66 46,041,154.80 59,071,173.94 57,406,565.59 67,625,081.85 4,956,468.63 514,285,328.00
- - - - - - 157,367,474.00
1,448,114.47 2,045,436.15 2,323,976.18 1,656,150.66 2,697,938.91 221,013.29 20,883,403.88
176,023.59 170,514.89 416,568.16 362,058.35 384,078.91 - 2,828,357.12

- 15,353,942.92 8,519,987.00 - 2,593,192.00 8,519,987.00 53,525,526.15
20,354,320.90 25,705,941.04 29,805,736.51 24,358,580.69 40,593,243.88 10,490,850.42 293,368,378.44
17,412,393.40 24,303,388.38 27,479,141.60 22,394,828.27 35,911,968.28 37,598,675.88 294,918,604.72
63,965,598.54 66,840,996.42 59,935,824.67 63,582,307.12 58,921,846.57 1,986,869.40 695,850,613.28
3,653,122.82 4,315,993.04 5,310,424.41 3,852,143.09 7,591,040.81 5,810,042.78 60,805,282.97
3,787,437.97 4,745,776.99 5,843,661.20 4,418,151.29 6,861,891.33 2,760,945.54 53,060,449.08
3,430,834.30 3,976,642.58 5,424,204.16 4,295,567.05 9,250,048.44 2,702,649.19 54,338,919.69
1,158,345.18 1,274,442.50 1,811,273.77 1,517,134.00 2,522,589.02 1,108,694.71 18,160,425.88
4,076,599.42 4,820,328.13 6,065,323.18 4,567,202.87 8,213,518.88 2,297,622.51 58,846,485.19
295,601.95 278,542.75 375,413.65 283,785.32 433,051.36 6,340.50 3,431,616.88
883,158.51 1,228,019.32 1,414,099.18 1,155,863.42 1,615,173.89 26,097.99 13,378,963.07
784,798.55 1,067,917.22 1,276,003.98 1,076,196.78 1,705,297.51 626,303.71 13,635,415.05
13,717.54 5,442.92 6,588.23 4,506.55 32,483.36 403.35 108,033.83
3,970,410.37 5,060,539.20 5,810,708.47 5,009,562.90 8,472,709.28 2,718,803.33 57,578,282.34
3,077,406.76 3,987,123.86 4,575,817.82 3,917,387.79 6,390,808.77 1,253,788.40 43,688,139.76
28,756.87 45,617.77 61,114.00 33,403.63 55,569.65 32,666.96 453,794.83
349,282.19 440,097.75 674,696.34 431,750.51 762,938.41 238,388.80 5,470,554.43
163,615,169.99 211,707,858.63 226,201,736.45 200,323,145.88 262,634,471.11 83,356,612.39 2,415,984,048.59
10,118,920.59 10,039,976.64 11,753,306.04 23,981,910.52 13,449,278.74 8,285,227.66 147,199,346.63
36,039,776.96 39,317,652.33 60,410,130.91 37,817,811.98 37,494,592.75 26,222,241.76 468,274,910.54
3,787,319.83 5,406,714.87 9,043,258.90 5,518,196.84 10,920,725.07 2,315,006.87 74,481,206.27
1,113,974.26 1,839,178.49 2,752,520.01 2,087,356.98 2,905,443.48 1,401,604.20 24,867,072.72
- - - - - - 37,451,040.00
580,064.75 945,446.43 1,146,431.98 1,008,557.88 2,052,136.97 529,680.37 13,600,053.67
1,067,211.26 1,288,790.22 1,519,788.21 1,554,486.45 2,437,145.38 232,923.49 15,553,954.86
105,855.81 133,457.99 157,167.40 110,033.01 207,384.60 80,261.87 1,432,897.09
13,946,849.08 15,353,442.72 23,227,515.12 11,162,009.22 29,540,387.26 7,459,716.99 191,265,279.03
624,239.43 756,111.05 919,126.14 842,465.62 1,276,970.67 345,666.71 9,360,584.08
2,011,283.09 2,248,937.63 2,861,239.49 1,943,026.77 4,126,451.03 1,475,397.03 30,870,540.91
1,974,798.89 2,266,162.64 2,704,016.48 2,392,862.73 4,395,436.79 1,037,809.90 28,589,079.12
366,021.38 279,123.19 647,767.29 577,698.15 600,042.01 37,258.44 5,419,760.42
1,883,657.70 1,720,724.54 2,618,869.64 1,623,250.58 2,772,088.64 542,536.64 22,688,004.93
2,211,237.44 2,249,271.75 2,836,989.83 2,393,942.45 3,132,462.24 893,033.25 26,350,481.40
68,042.72 3,639,219.23 58,685.90 70,332.82 28,807.65 17,642.11 9,650,269.99
689,924.64 550,872.66 1,791,585.84 737,871.01 1,294,612.54 390,168.35 11,318,960.68
597,947.73 299,511.58 1,348,641.10 604,000.82 1,008,876.24 447,468.89 8,702,999.06
76,702.01 128,710.30 187,284.21 115,523.02 174,732.36 37,810.91 1,601,723.23
357,675.94 503,718.47 582,198.78 423,597.29 694,754.98 210,037.59 5,454,274.83
9,010,706.19 7,290,781.36 8,203,444.63 8,250,789.33 1,350,242.67 27,789,303.16 113,611,808.98
164,974.79 273,058.92 376,850.04 144,085.32 288,273.74 5,149.65 2,424,588.33
566,956.34 6,829,451.00 872,682.88 1,741,063.56 33,964.50 1,627,171.82 16,383,575.72
677,004.08 653,176.59 1,039,299.01 522,260.91 1,500,657.49 175,344.79 8,454,914.15
450,450.00 2,193,810.00 1,417,860.00 1,123,310.00 281,600.00 2,294,170.00 15,758,650.00
225,321.10 301,576.37 340,481.43 290,670.10 572,749.95 234,943.08 3,331,661.38
26,900.00 41,964.00 27,061.40 50,034.00 54,876.00 8,608.00 445,087.40
1,674,485.29 1,668,000.74 2,581,483.36 1,819,446.28 3,596,281.79 1,253,681.70 22,981,755.18
90,418,301.30 108,218,841.71 141,425,686.02 108,906,593.64 126,190,975.54 85,349,865.23 1,317,524,480.60
49,160,402.62 48,951,991.46 50,592,748.75 50,713,446.11 49,379,765.36 49,481,347.22 602,029,783.29
4,206,130.85 4,241,050.92 4,304,493.44 4,246,181.22 4,260,892.76 4,502,315.54 51,248,724.02
53,366,533.47 53,193,042.38 54,897,242.19 54,959,627.33 53,640,658.12 53,983,662.76 653,278,507.31
1,132,424.00 1,208,376.00 1,248,864.00 1,191,576.00 1,192,660.00 1,198,316.00 14,373,484.00
1,500,000.00 2,082,629.64 - 1,500,000.00 - 986,193.29 7,706,322.93
257.92 248.79 276.96 69.24 69.24 - 1,985.87
13,409,554.50 13,475,914.50 13,330,994.10 13,539,527.70 13,438,350.70 14,520,338.30 162,355,917.90
6,371,474.52 6,391,503.78 6,473,675.21 6,202,214.38 6,076,725.89 - 84,639,227.05
122,261.43 138,431.35 115,733.07 59,597.14 - - 551,515.68
5,204.63 3,846.23 4,719.80 3,326.97 7,923.87 - 58,976.79
(19,966,480.52) (3,186,471.03) (17,336,444.00) (14,292,842.80) (2,178,201.61) (21,672,812.09) (137,254,516.65,
763,148.00 652,003.10 672,243.40 709,180.90 710,831.40 - 5,650,677.50
(59,722.88) (29,483.35) (49,632.13) (13,741.75) (236,473.32) 5,207,845.16 4,533,043.95
3,278,121.60 20,736,999.01 4,460,431.00 8,898,907.78 19,011,886.17 239,880.66 142,616,635.02
7,813,506.72 9,905,667.65 | 10,891,166.83 8,594,320.41 | 11,612,856.13 4,869,283.50 | 102,984,365.25 |
318,491,633.08 | 403,762,409.38 | 437,876,282.00 | 381,682,595.04 473,090,847.07 227,799,304.54 | 4,632,388,036.77]
711,111 709,443 712,501 712,520 715,037 713,961 710,763
659,071 657,845 660,618 660,754 663,702 663,010 659,655
52,040 51,598 51,883 51,766 51,335 50,951 51,108

$ 447.88]$ 569.13 | $ 614.56 | $ 535.68 | $ 661.63 | $ 319.06 | $ 543.12
$ 471.39[$ 598.71[ $ 646.34[ $ 564.64 [ $ 695.31[ $ 336.24[ $ 572.19
$ 150.14 | $ 191.98 [ $ 209.92 [ $ 166.02 | $ 226223 9557 [ $ 167.92

Source: Unaudited Department for Medicaid Services reports to the Legislative Research C@agg)@g
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Appendix D

Two-Year Monthly Graphs of Medicaid and KCHIP Expenditures
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In $s Thousands

In $s Thousands
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1,500

1,000

In $s Thousands

500

Inpatient Hospital
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05 05 05 05 05 05 06 06 06 06 06 06 06 06 06 06 06 06 07 07 07 07 07 07

DSH - Acute Care Hospitals
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* Psych Distinct Part Unit - Acute Care Hospitals
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In $s Thousands

In $s Thousands

In $s Thousands

500
450
400
350
300
250
200
150
100

50

18,000
16,000
14,000
12,000
10,000
8,000
6,000
4,000
2,000

45,000
40,000
35,000
30,000
25,000
20,000
15,000
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* Rehab Distinct Part Unit - Acute Care Hospitals
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05 05 05 05 05 05 06 06 06 06 06 06 06 06 06 06 06 06 07 07 07 07 07 07

* Supplemental Payments (I0A)

Jul Aug Sep Oct Nov Dec Jan Feb Mar April May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun
05 05 05 05 05 05 06 06 06 06 06 06 06 06 06 06 06 06 07 07 07 07 07 07

Outpatient Hospital
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In $s Thousands

In $s Thousands

Physicians
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140,000
120,000
100,000
80,000
60,000
40,000

20,000

Jul Aug Sep Oct Nov Dec Jan Feb Mar April May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun
05 05 05 05 05 05 06 06 06 06 06 06 06 06 06 06 06 06 07 07 07 07 07 07

Home Health
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In $s Thousands
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In $s Thousands

In $s Thousands

In $s Thousands

Durable Medical Equipment (DME)
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EPSDT - Related
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In $s Thousands

In $s Thousands
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3,000
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In $s Thousands

1,800
1,600
1,400
1,200
1,000
800
600
400
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Jul Aug Sep Oct Nov Dec Jan Feb Mar April May Jun
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05 06
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Dental

06 06

06 06 06

Jul  Aug Sept Oct
06 06

06

Non-Emergency Transportation

Nov Dec Jan Feb Mar April May Jun Jul
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05 06
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06
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06 06

06 06 06

Ambulance

06 06

06 06 06
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In $s Thousands

Vision
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8,000

6,000

4,000

2,000

Jul Aug Sep Oct Nov Dec Jan Feb Mar April May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun
05 05 05 05 05 05 06 06 06 06 06 06 06 06 06 06 06 06 07 07 07 07 07 07
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In $s Thousands
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Primary Care (FQHC)
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In $s Thousands
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In $s Thousands
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Rural Health
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Qualified Medicare Beneficiaries (QMBs)*

Jul Aug Sep Oct Nov Dec Jan Feb Mar April May Jun Jul Aug Sept Oct Nov Dec Jan Feb Mar Apr May Jun
05 05 05 05 05 05 06 06 06 06 06 06 06 06 06 06 06 06 07 07 07 07 07 07

Nurse Practitioner/Midwife
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In $s Thousands

In $s Thousands

In $s Thousands

ICF-MR
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In $s Thousands

In $s Thousands

In $s Thousands
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Psychiatric Residential Treatment Facilities (PRTF)
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In $s Thousands

In $s Thousands

Renal Dialysis
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Podiatry
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Support for Community Living
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Ambulatory Surgical
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In $s Thousands
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Home & Community Based Services
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Adult Day Care
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In $s Thousands

In $s Thousands

In $s Thousands
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In $s Thousands

In $s Thousands

Children with Special Health Care Needs
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In $s Thousands

In $s Thousands

In $s Thousands
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In $s Thousands

In $s Thousands

In $s Thousands
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In $s Thousands

In $s Thousands
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Chiropractic
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Appendix E

Ten-Year Annual Medicaid and KCHIP Expenditures



Kentucky’s Medicaid Expenditures for Fiscal Years 1998-2007

MEDICAID BENEFITS EXPENDITURES | FY 1998 | FY 1999 | FY 2000 FY 2001
Mandatory
Inpatient Hospital 318,516,119 241,432,786 265,698,850 340,276,362
Psych Distinct Part Unit
Rehab Distinct Part Unit
Supplemental Payments (Intensive Operating Allowance)
Physicians 203,751,017 171,728,726 174,639,907 213,850,409
Nursing Facilities 476,351,706 506,302,656 553,685,359 570,086,110
Outpatient Hospital 230,582,767 212,251,226 236,377,164 281,976,837
Home Health 70,866,966 62,506,928 75,034,667 80,392,026
Durable Medical Equipment (DME) 30,374,603 24,945,524 28,266,861 33,423,418
Family Planning 12,003 3,611 559 8,362
EPSDT - Screens 684 1,564,715 2,541 220
EPSDT - Related 52,904,285 39,532,148 34,197,187 28,735,171
Laboratories 6,724,248 5,440,666 4,916,949 7,626,609
Dental 29,679,175 25,452,500 23,672,239 38,190,948
Non-Emergency Transportation 29,770,433 25,176,926 12,467,757 12,881,469
Ambulance 10,009,500 9,366,053 10,496,547 11,911,166
Vision 7,112,605 6,186,974 6,340,849 9,321,854
Hearing 109,274 75,443 81,789 117,013
Primary Care (FQHC) 30,837,632 24,469,224 27,278,630 33,096,370
Rural Health 9,799,930 9,517,546 14,007,944 15,636,828
Qualified Medicare Beneficiaries (QMBS) 246,485 158,941 129,248 564,213
Nurse Practioner/Midwife 898,383 1,504,498 1,967,948 2,840,958

Subtotal 1,508,547,815 1,367,617,091 1,469,262,995 1,680,936,343
Optional
ICF-MR 76,865,183 81,821,157 84,282,805 91,924,826
Pharmacy 328,228,246 347,728,543 433,359,510 568,021,355
Community Mental Health Centers 58,462,286 59,052,232 62,230,070 64,711,061
Mental Hospital 34,425,936 39,579,315 32,767,391 30,802,395
Psychiatric Residential Treatment Facilities (PRTF) 6,864,600 7,404,171 8,805,325 10,422,298
Renal Dialysis 4,949,568 5,265,969 5,001,304 6,913,799
Podiatry 1,202,074 1,023,587 1,092,666 1,291,213
Supports for Community Living (formerly AIS MR) 40,614,175 46,347,643 59,641,049 75,478,910
Ambulatory Surgical 5,588,331 3,349,011 4,362,188 5,924,705
Home & Community Based Services 31,197,258 34,424,289 45,031,890 50,943,782
Adult Day Care 4,291,725 8,004,403 12,602,633 17,581,944
Model Waivers 5,137,092 5,409,838 5,941,311 4,923,466
Hospice 9,077,476 5,717,682 7,001,926 10,541,689
Preventive 23,280,242 18,440,542 16,260,350 17,264,048
Commission for Children with Special Health Care Needs 4,138,579 4,607,223 3,938,077 1,129,553
Targeted Case Mgmt. - Emotionally Disturbed Children 6,368,854 7,381,588 7,639,238 8,330,514
Targeted Case Mgmt. - Mentally Ill Adults 7,053,883 7,880,411 6,619,644 7,118,647
Title V/IDSS 19,111,226 42,512,107 81,085,529 73,959,818
School-Based Services 1,042,152 1,161,023 1,473,716 1,448,944
Early Intervention - First Steps 5,133,369 8,169,311 11,233,466 16,452,489
Impact Plus 10,191 5,937,229 17,845,063 26,337,829
Other Lab/X-Ray (included in Lab through FY 96) 408,429 372,865 346,870 534,760
Nurse Anesthetist 1,471,749 1,364,642 1,585,322 2,052,253
Brain Injury 140,854 639,755
HANDS 2,546,040
Home Care Waiver 1,577
Personal Care Assistance
Chiropractic 606,098
Specialized Childrens’s Service Clinics

Subtotal 674,922,623 742,954,781 910,288,197 1,097,903,768

Source: Unaudited Department for Medicaid Services reports to the Legislative Research Commission
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FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
453,741,905 381,245,700 478,400,300 429,944,500 490,039,800 514,285,328
1,971,200 25,230,600 21,938,900 20,883,404
96,100 2,308,800 3,449,700 2,828,357
42,493,500 31,484,700 53,525,526
259,681,481 239,192,500 273,843,300 250,321,100 273,895,900 294,918,605
595,012,057 602,891,900 593,649,500 640,218,300 781,375,500 695,850,613
276,317,160 268,535,200 256,411,500 358,915,500 286,095,200 293,368,378
74,212,700 66,163,600 59,436,200 55,524,100 60,422,400 60,805,283
39,322,059 40,424,300 45,144,300 49,447,200 54,797,000 53,060,449

28,208 13,400 1,100 2,000 1,400
160 1,200 -

33,299,785 36,953,100 41,476,000 42,165,700 48,343,600 54,338,920
6,669,427 8,825,600 11,288,300 12,862,100 15,962,700 18,160,426
41,276,243 45,410,100 50,072,600 46,944,000 53,412,200 58,846,485
14,031,834 7,842,100 2,990,200 2,902,200 3,273,900 3,431,617
13,143,886 15,678,400 12,043,100 12,250,800 14,027,400 13,378,963
9,676,193 10,311,500 11,466,400 11,425,600 12,620,700 13,635,415
198,571 122,100 84,800 77,300 99,300 108,034
24,223,789 35,797,200 41,158,000 39,232,500 50,852,400 57,578,282
9,573,021 29,642,500 32,412,200 32,915,900 40,985,400 43,688,140
444,751 540,400 466,700 486,500 470,200 453,795
4,346,339 5,082,200 5,672,900 5,680,400 5,977,300 5,470,554

1,855,199,569

1,794,673,000

1,918,084,700

2,061,348,600

2,249,525,600

2,258,616,574

96,652,189
638,796,369
69,654,005
35,123,105
11,419,718
7,462,730
1,347,360
91,332,228
6,302,076
50,870,320
20,474,321
6,047,296
13,764,378
16,745,025
3,816,911
8,893,574
8,008,557
105,873,696
1,731,618
17,070,571
30,058,735
676,196
2,394,836
1,442,779
7,847,080
234,920
61,497
1,282,733
163,014

105,903,100
678,501,100
72,595,800
37,356,000
13,328,800
9,688,900
1,394,600
104,934,300
7,876,600
53,104,500
22,051,700
5,405,200
14,636,600
18,244,200
4,461,100
11,739,300
8,763,400
102,019,400
1,481,400
16,186,000
26,672,600
994,000
2,799,500
3,041,500
16,474,400
365,400
259,400
1,581,500
294,800

111,139,800
779,129,900
81,757,900
36,070,300
11,864,800
13,257,300
1,237,400
128,799,400
9,236,600
37,543,200
21,068,400
5,802,600
16,197,400
24,064,200
7,900,000
10,640,600
8,887,100
98,981,100
2,145,700
18,991,500
18,181,900
1,363,200
3,703,400
5,362,100
14,713,100
20,200

100
1,923,600
310,800

109,510,200
759,394,600
79,297,900
35,758,300
11,255,700
16,014,100
1,172,100
144,131,400
8,431,000
31,102,300
19,595,500
5,286,100
19,570,400
25,945,500
3,439,900
10,638,100
8,548,200
86,166,300
1,841,600
11,340,400
16,897,500
1,740,100
4,236,800
5,268,700
16,697,800

2,172,000
351,000

119,386,400
641,833,400
84,213,900
22,472,900
12,699,200
17,860,100
1,380,000
177,876,400
10,555,600
33,560,200
22,761,300
5,682,800
21,740,600
24,869,000
4,121,300
12,839,900
9,526,900
109,791,600
3,180,400
10,910,000
19,750,700
1,953,200
5,187,500
7,415,000
16,017,200

2,681,200
529,800

147,199,347
468,274,911
74,481,206
24,867,073
13,600,054
15,553,955
1,432,897
191,265,279
9,360,584
30,870,541
28,589,079
5,419,760
22,688,005
26,350,481
9,650,270
11,318,961
8,702,999
113,611,809
2,424,588
16,383,576
22,981,755
1,601,723
5,454,275
8,454,914
15,758,650

3,331,661
445,087

1,255,547,837

1,342,155,100

1,470,293,600

1,435,803,500

1,400,796,500

1,280,073,440
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MEDICAID BENEFITS EXPENDITURES FY 1998 FY 1999 FY 2000 FY 2001

Managed Care
Managed Care - Physical Health 177,692,073 430,018,080 456,274,792 326,520,017
Managed Care - Behavioral Health
Empower Transportation 8,998,887 28,052,334 31,015,470

Subtotal 177,692,073 439,016,967 484,327,126 357,535,487
Special Expenditures/Offsets
KenPAC 9,752,600 5,993,244 6,491,391 12,984,149
Disproportionate Share Hospital Payments (DSH) 226,651,879 196,971,589 226,154,125 214,809,322
Cost Settlements* 24,433,693 19,153,144
Precapitation IBNR's
Managed Care Savings
Insurance Premiums 13,135 3,875 1,748
Supplementary Medical Insurance (SMI) 69,629,058 73,154,456 76,513,110 78,298,479
Non-Provider Payments 677,417 199,289
Q1 Payments 158,841 1,864,027
Q2 Payments 31,885 11,414
Consumer Directed Options
Redeposits and other Adjustments (728,038) 4,652,691
Other Adjustments (to balance to current budget)
Intergovernmental Transfers (IGTs)
Other Adjustments
Part D Medicare Clawback

Subtotal 330,480,365 295,272,433 309,302,606 312,821,119
Less Drug Rebate (62,774,098) (62,840,792) (83,635,313) (114,358,451)
KCHIP 14,188,771 59,530,013 83,208,593

GRAND TOTAL

Average monthly recipients
Cost per eligible
Cost per eligible excluding DSH and IBNRs

2,628,868,778

2,796,209,251

3,149,075,624

3,418,046,859

520,704
420.72
384.45

517,748
450.06
418.36

556,701
471.39
437.54

606,002
470.03
440.49

Source: Unaudited Department for Medicaid Services reports to the Legislative Research Commission
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FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
388,780,668 392,266,800 434,450,700 476,340,500 538,791,400 149,574,559
452,455,225
36,982,477 40,609,500 46,203,000 47,847,800 48,274,900 51,248,724
425,763,145 432,876,300 480,653,700 524,188,300 587,066,300 653,278,508
15,026,821 16,457,300 15,024,400 14,728,600 14,501,300 14,373,484
197,381,038 168,464,700 190,383,800 175,814,700 222,453,000 194,818,514
7,647 32,700 2,300 1,400 1,600 1,986
88,547,884 98,217,800 103,814,500 130,881,700 153,407,700 162,355,918
281,924 172,600 309,200 179,200 96,600 58,977
2,136,514 536,400 3,840,200 347,500 446,400 5,650,678

59,202 16,000
551,516
(9,283,500) (1,154,200) 4,748,100 4,533,044
(12,918,143)
86,379,300 92,881,300 101,398,300 60,799,700 7,706,323
(1,334,700)

9,031,800 84,639,227
290,522,887 360,993,300 404,921,000 422,197,200 465,486,200 474,689,667

(128,271,744)

90,133,508

(116,385,100)

89,649,800

(154,064,900)

92,463,000

(195,194,200)

88,840,700

(212,525,300)

99,593,400

(137,254,517)

102,984,365

3,788,895,202

3,903,962,400

4,212,351,100

4,337,184,100

4,589,942,700

4,632,388,037

626,745
503.78
477.54

654,092
497.38
475.91

672,266
522.16
498.56

686,613
526.40
505.06

699,595
546.74
520.24

710,763
543.12
520.28
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CABINET FOR HEALTH AND FAMILY SERVICES
OFFICE OF THE SECRETARY

Ernie Fletcher 275 E. Main Street, SW-A Mark D. Birdwhistell

Governor

TO:

COPY TO:

FROM:

DATE:

SUBJECT:

Frankfort, KY 40621

(502) 564-7042 Secretary
Fax: {502) 564-7091

www.chis.ky.gov

MEMORANDUM

Penny R. Armstrong, Ed.D. Executive Director,
Office for Employee and Organizational Development

David Finley, Performance Consultant Il

Office for Employee and Organizational Development
Brad Cowgill, State Budget Director’s Office

Mary Lassiter, State Budge Director’s Office

Mark D. Birdwhistell, Secretary
Cabinet for Health and Family Services

August 28, 2006

Cabinet for Health and Family Services Strategic Plan — FY06 Progress Report

Attached you will find the Cabinet for Health and Family Services (CHFS) strategic plan progress report
for FY06. This is in accordance with KRS 48.810, as outlined in your memo of June 28, 2006.

Should you have any questions relating to this matter, please do not hesitate to contact the CHFS
Strategic Planning Coordinator, Terri Cook @ Terri.Cook@ky.gov or (502) 564-7770 X3079.

KentuckyUnbridledSpirit.com » ’

BR;D.L PIRI - An Equal Opportunity Employer MIF/D



Revised August 18, 2006

Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER
MIKE BURNSIDE, PLANNING CONTACTS 53.1.1
UNDERSECRETARY MYLINDA SiMS, EXECUTIVE
OFFICE OF ADMINISTRATIVE AND OFFICER, OFFICE OF THE
FISCAL AFFAIRS UNDERSECRETARY FOR
ADMINISTRATIVE AND FISCAL
A¥FAIRS
DOROTHY BROWN, DIVISION
DIRECTOR, OFFICE OF
HUMAN RESOURCE
MANAGEMENT
GOAL-LEVEL 53.1 Modernize Medicaid by increasing the quality of benefit services,
PERFORMANCE INDICATOR | transforming care management, and updating relevant technology
GOAL

STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.1 Redesign KCHIP

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.1.1 Increase cost savings by 2% and improve care strategies by
redesigning KCHIP

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

This project has not yet begun.
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Revised August 18, 2006

Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER
MIKE BURNSIDE, PLANNING CONTACTS 53.1.2
UNDERSECRETARY MYLINDA SIMS, EXECUTIVE
OFFICE OF ADMINISTRATIVE AND OFFICER, OFFICE OF THE
FISCAL AFFAIRS UNDERSECRETARY FOR
ADMINISTRATIVE AND FISCAL
AFFAIRS
DOROTHY BROWN, DIVISION
DIRECTOR, OFFICE OF
HUMAN RESOURCE
MANAGEMENT
GOAL-LEVEL 53.1 Modernize Medicaid by increasing the quality of benefit services,
PERFORMANCE INDICATOR | transforming care management, and updating relevant technolo gy
GoAL

STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.2 Increase use of Health Insurance Purchasing Program

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.2.1 Increase the number of members in the Health Insurance
Purchasing Program (HIPP) by 25%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

This project has not yet begun.
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Revised August 18, 2006

Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
. . . 2
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER
MIKE BURNSIDE, PLANNING CONTACTS 53.13
UNDERSECRETARY MYLINDA SIMS, EXECUTIVE
OFFICE OF ADMINISTRATIVE AND OFFICER, OFFICE OF THE
FISCAL AFFAIRS UNDERSECRETARY FOR
ADMINISTRATIVE AND FISCAL
AFFAIRS
DOROTHY BROWN, DIVISION
DIRECTOR, OFFICE OF
HUMAN RESOURCE
MANAGEMENT
GOAL-LEVEL 53.1 Modernize Medicaid by increasing the quality of benefit services,
PERFORMANCE INDICATOR | transforming care management, and updating relevant technolo gy
GoAL

STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.3 Implement credentialing process for Medicaid providers

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.3.1 Implement provider credentialing process for 60% of Medicaid
providers

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

48% as of June 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.3.2 Complete Medicaid provider profiles for 75% of providers who
perform a statistically significant number of services

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

This project has not yet begun.
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Revised August 18, 2006

Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER
MIKE BURNSIDE, PLANNING CONTACTS 53.14
UNDERSECRETARY MYLINDA SIMS, EXECUTIVE
OFFICE OF ADMINISTRATIVE AND OFFICER, OFFICE OF THE
FISCAL AFFAIRS UNDERSECRETARY FOR
ADMINISTRATIVE AND FISCAL
AFFAIRS
DOROTHY BROWN, DIVISION
DIRECTOR, OFFICE OF
HUMAN RESOURCE
MANAGEMENT
GOAL-LEVEL 53.1 Modernize Medicaid by increasing the quality of benefit services,
PERFORMANCE INDICATOR | transforming care management, and updating relevant technology
GoAL

STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.4 Streamline access to information through use of KMAA system

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.1.4.1 Utilize the KMAA system to improve coordination and streamline
access to information by 95% of the providers and recipients.

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

50% as of June 2006
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Revision Date: 8/18/2006

Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CONTACTS 53.2.1
OFFICE OF ADMINISTRATIVE AND MYLINDA SIMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DOROTHY BROWN, DIVISION
DIRECTOR, OFFICE OF
HUMAN RESOURCE
MANAGEMENT

GOAL-LEVEL
PERFORMANCE INDICATOR

53.2 Promote healthier lifestyles and safer communities

GOAL
STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.2.1 Encourage tobacco cessation

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.2.1.1 Reduce the proportion of adults (18 years old +) who use
cigarettes from 30.8% to 25%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

27.5% as of June 30, 2006
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Revision Date: 8/18/2006

Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CONTACTS 53.2.2
OFFICE OF ADMINISTRATIVE AND MYLINDA SIMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DOROTHY BROWN, DIVISION
DIRECTOR, OFFICE OF
HUMAN RESOURCE
MANAGEMENT

GOAL-LEVEL
PERFORMANCE INDICATOR

53.2 Promote healthier lifestyles and safer communities

GOAL
STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.2.2 Promote healthy living for Kentuckians

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.2.2.1 Increase the proportion of adults (18 years old +) who engage
regularly in physical activity for at least 20 minutes three or more times per
week from 30% to 35%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

30.5% as of December 31, 2005

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.2.2.2 Increase the proportion of adults and children (grades 9-12) who
eat at least five servings of fruits and vegetables per day from 20% (adults)
to 25% and from 13% (grades 9-12) to 15%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

25% adults, 13% children as of December 31, 2005
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Revision Date: 8/18/2006

Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CONTACTS 53.3.1
OFFICE OF ADMINISTRATIVE AND MYLINDA SIMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DoORrROTHY BROWN, DIVISION

DIRECTOR, OFFICE OF

HUMAN RESOURCE

MANAGEMENT

GOAL-LEVEL
PERFORMANCE INDICATOR

53.3 Protect and empower Kentucky’s most vulnerable adults

GOAL
STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.1 Ensure quality of life for children within the foster care system

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.1.1 Fully implement the Dynamié Family Assessment tool by October
1, 2007

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

30% complete as of June 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.1.2 Decrease the percentage of children with two or more
substantiated abuse allegations in a twelve month period from 7.8% to 7%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

7.9% as of June, 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE

53.3.1.3 Increase the percentage of children with two or fewer placement
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INDICATOR/MEASURE

moves within a 12 month period from 87.8% to 90%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

88.3% as of June, 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.1.4 Decrease the rate of re-entry into foster care within 12 months of
the last exit from foster care from 11.3% to 10%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

9.9% as of June, 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.1.5 Increase the rate of children achieving permanency through
adoption in less than 24 months from their most recent entrance into foster
care from 20.5% to 25% ’

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

31.2% as of June, 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS
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Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
. . . 20
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CON,TACTS 53.3.2
OFFICE OF ADMINISTRATIVE AND MYLINDA SIMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DOROTHY BROWN, DIVISION

DIRECTOR, OFFICE OF

HUMAN RESOURCE

MANAGEMENT
GOAL-LEVEL 53.3 Protect and empower Kentucky’s most vulnerable adults
PERFORMANCE INDICATOR

GOAL

STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.2 Ensure the safety and self-determination of older adults

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.2.1 Increase the adult protective services training opportunities for
staff from 40% to 65%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

53% as of June, 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.3.2.2 Increase the number of counties having at least one worker trained
in adult protective services policies and procedures from 85% to 98%

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

92% as of June, 2006
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Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
. . . 06
Cabinet for Health and Family Services September 20
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CONTACTS 53.4.1
OFFICE OF ADMINISTRATIVE AND MYLINDA SiMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DOROTHY BROWN, DIVISION

DIRECTOR, OFFICE OF

HUMAN RESOURCE

MANAGEMENT
GOAL-LEVEL 53.4 Provide the tools, training, and leadership to develop and support an
PERFORMANCE INDICATOR | outstanding workforce

GOAL
STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.1 Equip employees with the appropriate ‘tools’ to succeed in their
work environments

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.1.1 Increase participation in mandated Human Resource Management
classes within defined timeframes

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

Personnel Management Training = 48.4% as of June 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.1.2 Increase compliance rate for timely completion of performance
evaluations and plans

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

86.2% as of June 2006
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Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
. . . mber 2006
Cabinet for Health and Family Services September 200
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CONTACTS 53.4.2
OFFICE OF ADMINISTRATIVE, AND MYLINDA SIMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DOROTHY BROWN, DIVISION

DIRECTOR, OFFICE OF

HUMAN RESOURCE

MANAGEMENT

GOAL-LEVEL
PERFORMANCE INDICATOR

53.4 Provide the tools, training, and leadership to develop and support an
outstanding workforce

GOAL
STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.2 Recruit and hire quality candidates in a timely manner

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.2.1 Reduce the number of days a non-direct position is vacant prior to
being filled from date notified of ‘need to fill’

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

50 days as of June 2006

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.2.2 Reduce the number of days a direct position is vacant prior to
being filled

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

73.25 days as of June 2006

1t
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DATE (MONTH AND YEAR):

CABINET/ENTITY:
. . . 006
Cabinet for Health and Family Services September 2
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER
MIKE BURNSIDE, PLANNING CONTACTS 534.3
UNDERSECRETARY MYLINDA SIMS, EXECUTIVE
OFFICE OF ADMINISTRATIVE AND OFFICER, OFFICE OF THE
FISCAL AFFAIRS UNDERSECRETARY FOR
ADMINISTRATIVE AND FISCAL
AFFAIRS
DOROTHY BROWN, DIVISION
DIRECTOR, OFFICE OF
HUMAN RESOURCE
MANAGEMENT
GOAL-LEVEL 53.4 Provide the tools, training, and leadership to develop and support an
PERFORMANCE INDICATOR | outstanding workforce
GOAL

STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.3 Provide a positive work environment that fosters productivity and

respects individual team members

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.4.3.1 Increase overall score of the Employee Satisfaction Survey

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

3.48 as of June 2006
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DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CONTACTS 53.5.1
OFFICE OF ADMINISTRATIVE AND MYLINDA SIMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DOROTHY BROWN, DIVISION

DIRECTOR, OFFICE OF

HUMAN RESOURCE

MANAGEMENT
GOAL-LEVEL 53.5 Prevent, detect, and reduce waste, fraud, and abuse
PERFORMANCE INDICATOR

GOAL
STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.5.1 Ensure timely, thorough investigations

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL

53.5.1.1 Develop and implement CHFS Internal Compliance Plan aimed at

PERFORMANCE identifying, detecting, and preventing fraud, waste, and abuse by February
INDICATOR/MEASURE 28, 2006
PROGRAM/PROJECT 7

STATUS/PROGRESS/RESULTS

New date: December 31, 2006. This is due to recent investigations which
are extremely time demanding on responsible division personnel.

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.5.1.2 Identify and implement three operational changes annually aimed
at enhancing CHFS’ ability to identify, detect, and prevent external fraud,
waste, and abuse by December 31, 2005

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

OIG is presenting cases direct to the Grand Jury. DETER staff has been
added and more investigators are being hired. The hothne has been
promoted on television.

PROGRAM-/PROJECT-LEVEL

53.5.1.3 Materially increase the number of investigations conducted and
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PERFORMANCE
INDICATOR/MEASURE

the amount of dollars identified and recovered by January 31, 2006

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

There is more than $2.6 million of fraud pending court prosecution and
collection. DETER produced a verified savings of more than half of a

million dollars in 2005.
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Strategic Plan Progress Report

DATE (MONTH AND YEAR):

CABINET/ENTITY:
Cabinet for Health and Family Services September 2006
CABINET/ENTITY CABINET/ENTITY METRIC NUMBER OR
STRATEGIC PLANNING EXECUTIVE OTHER STRATEGIC IDENTIFIER

MIKE BURNSIDE, UNDERSECRETARY PLANNING CONTACTS 53.6.1
OFFICE OF ADMINISTRATIVE AND MYLINDA SIMS, EXECUTIVE
FISCAL AFFAIRS OFFICER, OFFICE OF THE

UNDERSECRETARY FOR

ADMINISTRATIVE AND FISCAL

AFFAIRS

DOROTHY BROWN, DIVISION

DIRECTOR, OFFICE OF

HUMAN RESOURCE

MANAGEMENT
GOAL-LEVEL 53.6 Restructure the system of care for individuals with mental illness,

mental retardation, brain injuries, and substance use disorders by

PERFORMANCE INDICATOR

increasing the use of research-based knowledge to assure service quality,
effectiveness and responsiveness, and produce positive measurable
outcomes

GOAL
STATUS/PROGRESS/RESULTS

OBJECTIVE-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.6.1 Increase availability of community based services alternatives

OBJECTIVE
STATUS/PROGRESS/RESULTS

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.6.1.1 Partner with the Department for Medicaid Services and
stakeholders to create a new waiver which will increase availability of
community based services alternatives

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

1) Increase the number of community based providers in underserved
areas from 2.6 to 3.0 — actual results 3.0. 2) Increase the number of
Medicaid waivers that offer consumer directed options from 0 to 3 — actual
results are 3.

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.6.1.2 Implement performance-based contracting utilizing best practices
to improve outcomes for individuals served by SFY 06
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PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

Create six performance based measures for CMHC contracts — Actual
results were 7 of goal or 100%.

PROGRAM-/PROJECT-LEVEL
PERFORMANCE
INDICATOR/MEASURE

53.6.1.3 Improve the Crisis Stabilization System to serve individuals with
disabilities by December 31, 2006

PROGRAM/PROJECT

STATUS/PROGRESS/RESULTS

80% as of June, 2006.
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DEPARTMENT FOR MEDICAID SERVICES

BIENNIUM BUDGET REQUEST - BENEFITS DRAFT FOR INTERNAL REVIEW

STATE FISCAL YEARS 2006-2008
Forecast as of OCTOBER 18, 2005

Forecast Actual

Service Category SFY 07 SFY 07 Variance

Physical Health Care $ 2,279,960,865 $ 2,277,091,319 $ 2,869,546
Mental Health Care $ 295,897,720 $ 290,581,637 $ 5,316,083
Long Term & In-Community Care $ 1,264,160,032 $ 1,191,694,337 $ 72,465,695
MANAGED CARE $ 546,692,495 $ 602,029,783 $ (55,337,288)
Supplemental (Medicare) Medical Insurance & $ 195,190,591 $ 168,006,595 $ 27,183,996
Total Medicaid Expenditures $ 4,581,901,703 $ 4,529,403,671 $ 52,498,032
KCHIP Phase |, I, Il Expenditures $ 104,768,177 $ 102,984,365 $ 1,783,812
GRAND TOTAL EXPENDITURE REQUEST $ 4,686,669,880 $ 4,632,388,036 $ 54,281,844

Note: Pharmacy costs for all recipients and Disproportionate Share Hospital expenditures for all hospitals are

included in physical health.
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DEPARTMENT FOR MEDICAID SERVICES
EXPENDITURES BY CATEGORY OF SERVICES
STATE FISCAL YEAR 2006-2007

TOTAL FIRST SECOND 2006-2007
Type of Service AND THIRD QUARTERS APR 07 MAY 07 June 07 TOTAL
Mandatory
Inpatient Hospital 384,297,211.93 57,406,565.59 67,625,081.85 4,956,468.63 514,285,328.00
DSH - Acute Care Hospitals 157,367,474.00 - - - 157,367,474.00
* Psych Distinct Part Unit - Acute Care Hospitals 16,308,301.02 1,656,150.66 2,697,938.91 221,013.29 20,883,403.88
* Rehab Distinct Part Unit - Acute Care Hospials 2,082,219.86 362,058.35 384,078.91 - 2,828,357.12
* Supplemental Payments (IOA) 42,412,347.15 - 2,593,192.00 8,519,987.00 53,525,526.15

Outpatient Hospital

217,925,703.45

24,358,580.69

40,593,243.88

10,490,850.42

293,368,378.44

Physicians 199,013,132.29 22,394,828.27 35,911,968.28 37,598,675.88 294,918,604.72
Nursing Facilities 571,359,590.19 63,582,307.12 58,921,846.57 1,986,869.40 695,850,613.28
Home Health 43,552,056.29 3,852,143.09 7,591,040.81 5,810,042.78 60,805,282.97
Durable Medical Equipment (DME) 39,019,460.92 4,418,151.29 6,861,891.33 2,760,945.54 53,060,449.08
Family Planning - - - -

EPSDT - Screens - - - - -

EPSDT - Related 38,090,655.01 4,295,567.05 9,250,048.44 2,702,649.19 54,338,919.69
Laboratories 13,012,008.15 1,517,134.00 2,522,589.02 1,108,694.71 18,160,425.88
Dental 43,768,140.93 4,567,202.87 8,213,518.88 2,297,622.51 58,846,485.19
Non-Emergency Transportation 2,708,439.70 283,785.32 433,051.36 6,340.50 3,431,616.88
Ambulance 10,581,827.77 1,155,863.42 1,615,173.89 26,097.99 13,378,963.07
Vision 10,227,617.05 1,076,196.78 1,705,297.51 626,303.71 13,635,415.05
Hearing 70,640.57 4,506.55 32,483.36 403.35 108,033.83
Primary Care (FQHC) 41,377,206.83 5,009,562.90 8,472,709.28 2,718,803.33 57,578,282.34
Rural Health 32,126,154.80 3,917,387.79 6,390,808.77 1,253,788.40 43,688,139.76
Qualified Medicare Beneficiaries (QMBs)* 332,154.59 33,403.63 55,569.65 32,666.96 453,794.83
Nurse Practitioner/Midwife 4,037,476.71 431,750.51 762,938.41 238,388.80 5,470,554.43

Subtotal: 1,869,669,819.21 200,323,145.88 262,634,471.11 83,356,612.39 2,415,984,048.59
Ogtion_l

ICF-MR 101,482,929.71 23,981,910.52 13,449,278.74 8,285,227.66 147,199,346.63
Pharmacy 366,740,264.05 37,817,811.98 37,494,592.75 26,222,241.76 468,274,910.54
Community Mental Health Centers 55,727,277.49 5,518,196.84 10,920,725.07 2,315,006.87 74,481,206.27
Mental Hospital 18,472,668.06 2,087,356.98 2,905,443.48 1,401,604.20 24,867,072.72
DSH - Mental Hospital 37,451,040.00 - - 37,451,040.00
Psychiatric Residential Treatment Facilities (PRTF) 10,009,678.45 1,008,557.88 2,052,136.97 529,680.37 13,600,053.67
Renal Dialysis 11,329,399.54 1,554,486.45 2,437,145.38 232,923.49 15,553,954.86
Podiatry 1,035,217.61 110,033.01 207,384.60 80,261.87 1,432,897.09
Support for Community Living 143,103,165.56 11,162,009.22 29,540,387.26 7,459,716.99 191,265,279.03
Ambulatory Surgical 6,895,481.08 842,465.62 1,276,970.67 345,666.71 9,360,584.08
Home & Community Based Services 23,325,666.08 1,943,026.77 4,126,451.03 1,475,397.03 30,870,540.91
Adult Day Care 20,762,969.70 2,392,862.73 4,395,436.79 1,037,809.90 28,589,079.12
Model Waivers 4,204,761.82 577,698.15 600,042.01 37,258.44 5,419,760.42
Hospice 17,750,129.07 1,623,250.58 2,772,088.64 542,536.64 22,688,004.93
Preventive 19,931,043.46 2,393,942.45 3,132,462.24 893,033.25 26,350,481.40
Children with Special Health Care Needs 9,533,487.41 70,332.82 28,807.65 17,642.11 9,650,269.99
Targeted Case Mgmt. - Emotionally Disturbed Child 8,896,308.78 737,871.01 1,294,612.54 390,168.35 11,318,960.68
Targeted Case Mgmt. - Mentally Ill Adults 6,642,653.11 604,000.82 1,008,876.24 447,468.89 8,702,999.06
Other Lab/X-Ray 1,273,656.94 115,523.02 174,732.36 37,810.91 1,601,723.23
Nurse Anesthetist 4,125,884.97 423,597.29 694,754.98 210,037.59 5,454,274.83
Title V/DCBS 76,221,473.82 8,250,789.33 1,350,242.67 27,789,303.16 113,611,808.98
School-Based Services 1,987,079.62 144,085.32 288,273.74 5,149.65 2,424,588.33
Early Intervention - First Steps 12,981,375.84 1,741,063.56 33,964.50 1,627,171.82 16,383,575.72
Brain Injury 6,256,650.96 522,260.91 1,500,657.49 175,344.79 8,454,914.15
HANDS 12,059,570.00 1,123,310.00 281,600.00 2,294,170.00 15,758,650.00

Home Care Waiver - - - - -

Personal Care Assistance - - - -
Chiropractic 2,233,298.25 290,670.10 572,749.95 234,943.08 3,331,661.38
Specialized Children’s Service Clinics 331,569.40 50,034.00 54,876.00 8,608.00 445,087.40
Impact Plus 16,312,345.41 1,819,446.28 3,5696,281.79 1,253,681.70 22,981,755.18
Subtotal: 997,077,046.19 108,906,593.64 126,190,975.54 85,349,865.23 1,317,524,480.60

Managed Care

Managed Care - Physical Health

452,455,224.60

50,713,446.11

49,379,765.36

49,481,347.22

602,029,783.29

Managed Care - Behavioral Health

Empower Transportation

38,239,334.50

4,246,181.22

4,260,892.76

4,502,315.54

51,248,724.02

Subtotal: 490,694,559.10 54,959,627.33 53,640,658.12 53,983,662.76 653,278,507.31
Special Expenditures/Offsets
KenPAC 10,790,932.00 1,191,576.00 1,192,660.00 1,198,316.00 14,373,484.00
Intergovernmental Transfer Payments (IGT’s) 5,220,129.64 1,500,000.00 - 986,193.29 7,706,322.93
Cost Settlements - -
Insurance Premiums. 1,847.39 69.24 69.24 1,985.87
Supplementary Medical Insurance (SMI) 120,857,701.20 13,539,527.70 13,438,350.70 14,520,338.30 162,355,917.90
Part D Medicare Clawback 72,360,286.78 6,202,214.38 6,076,725.89 - 84,639,227.05
Consumer Directed Options 491,918.54 59,597.14 - 551,515.68
Non-Provider Payments 47,725.95 3,326.97 7,923.87 58,976.79
Drug Rebate (99,110,660.15) (14,292,842.80) (2,178,201.61) (21,672,812.09) (137,254,516.65)
Ql1 Payments 4,230,665.294 v~ O7 709,180.90 710,831.40 - 5,650,677.50
T T uC OUT
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DEPARTMENT FOR MEDICAID SERVICES
EXPENDITURES BY CATEGORY OF SERVICES
STATE FISCAL YEAR 2006-2007

TOTAL FIRST SECOND 2006-2007
Type of Service AND THIRD QUARTERS APR 07 MAY 07 June 07 TOTAL
QI2 Payments - - - - -
Redeposits and Other Adjustments (424,586.14) (13,741.75) (236,473.32) 5,207,845.16 4,533,043.95
Subtotal: 114,465,960.41 8,898,907.78 19,011,886.17 239,880.66 142,616,635.02
KCHIP: | 77,907,905.21 | 8,594,320.41 | 11,612,856.13 | 4,869,283.50 | 102,984,365.25 |
TOTAL: | 3,549,815,290.12 | 381,682,595.04 | 473,090,847.07 | 227,799,304.54 | 4,632,388,036.77 |

AVERAGE MONTHLY ELIGIBLES: I 709,737 712,520 715,037 713,961 710,763
AVERAGE MONTHLY MEDICAID : 658,710 660,754 663,702 663,010 659,655

AVERAGE MONTHLY KCHIP: 51,027 51,766 51,335 50,951 51,108

COST PER ELIGIBLE PER MONTH: I $ 55573 | $ 535.68 | $ 661.63 | $ 319.06 | $ 543.12

COST PER ELIGIBLE PER MONTH MEDICAID: $ 585.64 | $ 564.64 | $ 695.31 | $ 336.24 | $ 572.19
COST PER ELIGIBLE PER MONTH KCHIP: $ 169.64 | $ 166.02 | $ 226221 $ 9557 | $ 167.92

Source of Data: Weekly payment cycles and manually processed payments.

Data has been reconciled to the Statewide Management Administrative and Reporting System (MARS)
The cost per eligibles is calculated by dividing the "Total" by the "Average Monthly Eligibles”
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Department for Medicaid Services
Budget to Actual Expenditure Comparison
July 1, 2006 through June 30, 2007

| Expenditure Category | Budget | Expenditures | Unexpended Balance | % Unexpended |

Administration:

Personnel Costs] $ 103,261,300 $ 99,194,753 | $ 4,066,547 3.94%
Operating Expenses 1,500,000 1,422,309 77,691 5.18%
Grants, Loans, Benefits 38,183,800 32,461,108 5,722,692 14.99%
Capital Outlay 70,000 68,455 1,545
| Total Administration | $ 143,015,100 | $ 133,146,625 | $ 9,868,475 | 6.90% |
|Benefits: | $4,680,889,897 | $ 4,632,388,037 | $ 48,501,860 | 1.04% |
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DEPARTMENT FOR MEDICAID SERVICES
SUMMARY OF EXPENDITURES AND ELIGIBLES
STATE FISCAL YEAR 2006-2007

Expenditures Eligibles
Jul-06[ $ 346,909,797 704,422 Actual
Aug-06[ $ 361,364,454 710,096 Actual
Sep-06( $ 409,572,747 710,269 Actual
Oct-06( $ 422,513,838 710,864 Actual
Nov-06| $ 447,412,317 710,092 Actual
Dec-06| $ 401,913,233 708,837 Actual
Jan-07( $ 318,491,633 711,111 Actual
Feb-07| $ 403,762,409 709,443 Actual
Mar-07( $ 437,874,863 712,501 Actual
Apr-07| $ 381,682,595 712,520 Actual
May-07 $ 473,090,847 715,037 Actual
Jun-07| $ 227,799,305 713,961 Actual

TOTAL PROGRAM
PMPM

[ Total Actual Cost] $ 4,632,388,037 | 8,529,153 | $ __ 543.12 |
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Cost Containment Illustration

Annualized Fiscal Year Impact
Implementation | Post Implementation
SFYO07 Initiative PrOJ_ected Current‘PrOJected Prg Implementatlon Post Implgmentauon
.. Annualized Cost Annualized Cost Projected Fiscal year | Current Fiscal Year
Descrlptlon Avoidance Avoidance Date Comment Cost Avoidance Cost Avoidance
SFYO07 as of 8/15/07 | Implemented SFYO07 as of 8/15/07
Inpatient Co-pay $3.7M $1.7M Ongoing
$3.7M $1.7M
Pharmacy Co-pay & Rx Limits $15M $7.7M Ongoing
$15M $7.7M
Ambulatory Surgical Center Co- $40k $19.4k 8/1/06
pay
$33.3k $18k
Preventive Care Co-pay $0.00 $7k 8/1/06
$0k $6k
Chiropractor Co-pay & Service $130k $79k 8/1/06 Service limits affect the end of
Limits the calendar year claims and
cannot be determined at this
time $108k $73k
X-Ray/Misc Supplier Co-pay $60k $13k 8/1/06
$50k $12k
DME Supplier $1.4M $531k 8/1/06
$1.2M $487k
Physician/Primary Care $1.7M $2M 8/1/06
Center/Rural Healthcare Center
Co-pay $1.4M $1.9M
Independent Lab Co-pay $800k $358k 8/1/06
$666k $328k
Vision Care Co-pay $223k $23k 8/1/06
$186k $22k
Dental Co-pay 0 $208k 8/1/06
0]|$190k
Certified Nurse Practitioner Co- 0 $64k 8/1/06
pay
0|$59k
Audiology Co-pay, Service , and 0 0 8/1/06 Expenditure & service limits
Expenditure Limits affect the end of the calendar
year claims and cannot be 0 0
Podiatrist Co-pay $91k $24k 8/1/06
$76k $22k
Physical Therapist Co-pay & $10k 0 8/1/06 Service limits affect the end of
Service Limits the calendar year claims and
cannot be determined at this
time $8k 0
Occupational Therapist Co-pay & NA NA 8/1/06  [Service limits affect the end of
Service Limits the calendar year claims and
cannot be determined at this
time 0 0
Vision Care Expenditure Limit $223k $23k 8/1/06 Expenditure limits affect the
end of the calendar year claimg
and cannot be determined at
this time $186k 0
Total $23.4M $12.7M $22.9M $12.4M

Note: A comprehensive recap of the cost containment interventions effects will be a retrospective available in the first
quarter of calendar year 2008. The reasons for the delay are:
1) There is a delay between an claim being incurred and being reflected in accounting data. Providers have 12 months

to file a claim.

2) The is a delay subsequent to a claim being filed and being paid.. Medicaid currently waits 21 days before paying a
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PASSPORT HEALTH PLAN
DEPARTMENT FOR MEDICAID SERVICES
MONTHLY BENEFIT PAYMENTS
STATE FISCAL YEAR 2006-2007

Type of Service Jul-06 Aug-06 Sep-06 1st Quarter Total

Mandat ory
Inpatient Hospital 23,776,828 11,311,821 9,009,225 44,097,874
Physicians 9,163,086 8,253,098 7,266,677 24,682,861
Nursing Facilities 451 399 328 1,178
Outpatient Hospital 7,456,761 7,572,960 6,158,461 21,188,182
Home Health 231,576 276,323 132,406 640,305
DME 1,364,181 1,366,621 844,139 3,574,941
Family Planning 377,656 - 638,323 1,015,979
EPSDT Screens - - - -
EPSDT Related 140,884 148,935 83,889 373,708
Laboratories 317,918 421,419 324,358 1,063,695
Dental 1,421,632 1,360,547 1,351,775 4,133,954
Non-emergency Trans 6 232 455 693
Ambulance 169,071 194,859 153,710 517,640
Vision 302,276 294,414 292,347 889,036
Hearing 30,306 16,387 25,943 72,636
Primary Care 1,065,611 1,044,836 1,059,538 3,169,985
Rural Health 1,985 865 1,489 4,339
Qualified Medicare Beneficiaries (QMBS) 11,863 20,706 7,320 39,889
Nurse Practioner/Midwife 117,280 119,047 95,181 331,508
Rehab Distinct Part Unit 39,302 198,960 250,223 488,485
Subtotal: 45,988,674 32,602,428 27,695,787 106,286,889

Opt 1 onal

ICF-MR - - - -
Pharmacy 6,515,666 6,568,095 6,966,813 20,050,574
Community Mental Health Centers - - - -
Renal Dialysis 95,026 99,994 134,058 329,078
Podiatry 47,775 43,355 39,427 130,557
Ambulatory Surgical Center 210,635 153,687 130,488 494,810
Department Social Services - - - -
Home & Community Based Services - - - -
Model Waivers - - - -
Hospice 344,226 485,221 274,882 1,104,329
Preventive 60,031 84,739 59,141 203,911
Children with Special Health Care Needs 8,083 1,150 3,233 12,466
Other/Lab/X-ray 38,503 28,291 25,880 92,674
Nurse Anesthetist 25,812 27,466 18,289 71,567
Chiropractor 68,237 68,009 62,494 198,740
Hands - - - -
Lab & X-Ray Technician - - - -
SCL - - (92) (92)
Physician Assistant 3,847 4,384 3,058 11,289
Unknown Type - 90 - 90
Subtotal: 7,417,841 7,564,481 7,717,671 22,699,993
| KCHIP 2,103,408 1,506,855 1,641,961 5,252,224
| TOTAL: 55,509,922 41,673,764 37,055,419 134,239,106
| Reinsurance 35,447 34,924 37,181 107,553
| Pharmacy Rebates - (1,655,893) - (1,655,893)
| GRAND TOTAL: 55,545,369 40,052,796 37,092,601 132,690,765

Page 93




Oct-06 Nov-06 Dec-06 2nd Quarter Total Y-T-D Total
12,211,018 11,180,583 13,501,254 36,892,855 80,990,730
9,309,296 7,178,749 7,615,284 24,103,329 48,786,190
- - - - 1,178
7,403,934 6,769,598 8,115,146 22,288,678 43,476,860
314,413 159,029 264,656 738,098 1,378,403
1,227,040 1,125,392 1,245,214 3,597,646 7,172,587
333,249 377,845 - 711,094 1,727,074
93,175 85,172 55,914 234,261 607,969
369,442 346,516 301,231 1,017,189 2,080,884
1,483,658 1,353,953 1,362,058 4,199,669 8,333,623
407 357 103 867 1,560
195,756 115,870 177,606 489,232 1,006,872
319,322 292,856 294,676 906,854 1,795,890
40,597 42,536 33,009 116,142 188,778
1,086,461 900,145 972,760 2,959,366 6,129,351
2,793 3,676 3,115 9,584 13,923
14,373 13,607 14,816 42,796 82,685
134,530 112,531 104,546 351,607 683,115
157,999 179,412 215,979 553,390 1,041,875
34,697,463 30,237,827 34,277,368 99,212,657 205,499,546
4,568,594 7,455,257 8,534,055 20,557,906 40,608,480
135,376 131,792 142,853 410,021 739,099
51,202 40,375 35,694 127,271 257,828
128,343 135,863 123,391 387,597 882,407
295,955 411,709 35,102 742,766 1,847,095
71,632 63,918 63,110 198,660 402,571
495 972 822 2,289 14,755
37,209 14,219 23,253 74,681 167,355
18,845 19,839 23,645 62,329 133,896
84,089 73,124 72,825 230,038 428,778
20 10 17 a7 (45)
2,972 1,214 1,640 5,826 17,115
34 - - 34 124
5,394,766 8,348,292 9,056,407 22,799,465 45,499,458
1,732,859 1,668,491 1,922,823 5,324,173 10,576,397
41,825,088 40,254,610 45,256,598 127,336,295 261,575,401
36,176 - - 36,176 143,728
- (681,896) - (681,896) (2,337,790)
41,861,263 39,572,714 45,256,598 126,690,575 259,381,340
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Type of Service Jan-07 Feb-07 Mar-07 3rd Quarter Total

Mandat ory
Inpatient Hospital 11,329,835 10,466,436 10,462,304 32,258,576
Physicians 8,653,743 8,410,726 7,789,313 24,853,782
Nursing Facilities - - - -
Outpatient Hospital 7,219,683 6,081,368 7,075,411 20,376,462
Home Health 363,659 218,541 181,546 763,746
DME 1,666,415 1,403,729 1,312,061 4,382,205
Family Planning 705,271 - 649,764 1,355,035
EPSDT Screens - - - -
EPSDT Related 84,694 89,084 69,321 243,099
Laboratories 320,430 363,365 395,591 1,079,386
Dental 1,376,739 1,349,302 1,369,766 4,095,807
Non-emergency Trans 2 6 423 431
Ambulance 317,861 205,078 202,058 724,997
Vision 298,905 326,977 296,302 922,184
Hearing 31,414 30,645 34,478 96,537
Primary Care 1,062,732 1,058,306 997,765 3,118,803
Rural Health 4,060 4,120 5,346 13,526
Qualified Medicare Beneficiaries (QMBS) 16,354 11,043 12,737 40,134
Nurse Practioner/Midwife 135,801 134,458 156,825 427,084
Rehab Distinct Part Unit 182,793 112,030 176,413 471,236
Subtotal: 33,770,392 30,265,215 31,187,423 95,223,031

Opt 1 onal

ICF-MR - - - -
Pharmacy 6,223,703 6,950,866 7,199,136 20,373,704
Community Mental Health Centers - - - -
Renal Dialysis 122,024 112,850 55,632 290,506
Podiatry 41,632 35,861 44,309 121,802
Ambulatory Surgical Center 126,817 121,439 121,345 369,601
Department Social Services - - - -
Home & Community Based Services - - - -
Model Waivers - - - -
Hospice 753,811 53,674 412,295 1,219,780
Preventive 60,328 58,287 68,921 187,536
Children with Special Health Care Needs 51,423 11,216 11,071 73,710
Other/Lab/X-ray 26,603 26,958 36,618 90,179
Nurse Anesthetist 25,414 29,679 55,998 111,091
Chiropractor 91,880 69,286 96,888 258,054
Hands - - - -
Lab & X-Ray Technician - - - -
SCL - - - -
Physician Assistant 3,436 2,709 3,489 9,634
Unknown Type 349 156 7 512
Subtotal: 7,527,420 7,472,981 8,105,709 23,106,109
| KCHIP 1,736,803 1,712,591 1,858,974 5,308,369
| TOTAL: 43,034,615 39,450,788 41,152,106 123,637,509
| Reinsurance 117,750 39,895 40,560 198,206
| Pharmacy Rebates - - (563,170) (563,170)
| GRAND TOTAL: 43,152,365 39,490,683 40,629,497 123,272,545
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April-07 May-07 June-07 Quarter Total Y-T-D Total
12,478,801 10,392,048 10,569,199 33,440,048 146,689,354
8,635,106 8,672,527 8,525,191 25,832,825 99,472,797
- - - - 1,178
6,991,701 7,071,272 7,963,276 22,026,249 85,879,571
228,939 210,746 242,377 682,062 2,824,211
1,473,603 1,574,328 1,050,178 4,098,109 15,652,901
- 392,700 618,624 1,011,324 4,093,432
128,686 123,682 129,842 382,210 1,233,278
359,414 351,781 336,937 1,048,132 4,208,402
1,387,534 1,794,301 1,587,379 4,769,214 17,198,644
236 450 310 996 2,987
180,902 139,362 169,416 489,680 2,221,549
303,610 321,611 311,879 937,099 3,655,173
53,724 31,240 44,117 129,081 414,396
1,098,388 2,209,065 1,180,888 4,488,341 13,736,496
5,992 3,814 4,142 13,948 41,397
11,854 11,379 14,194 37,427 160,246
175,875 151,224 144,761 471,860 1,582,059
210,380 314,250 104,223 628,853 2,141,964
33,724,745 33,765,780 32,996,933 100,487,459 401,210,035
6,919,361 7,009,539 6,601,903 20,530,803 81,512,987
241,374 263,457 147,643 652,474 1,682,079
43,013 33,403 35,961 112,377 492,007
154,330 154,166 149,155 457,651 1,709,659
317,593 533,821 330,569 1,181,983 4,248,858
64,420 57,336 51,169 172,925 763,032
5,809 5,992 32,388 44,189 132,654
19,453 42,172 35,819 97,444 354,978
33,147 27,836 54,538 115,521 360,508
99,852 95,025 93,749 288,626 975,458
- - - - (45)
3,120 1,644 1,145 5,909 32,658
9 - - 9 645
7,901,481 8,224,391 7,534,039 23,659,911 92,265,478
1,659,749 1,868,218 1,870,716 5,398,683 21,283,449
43,285,975 43,858,389 42,401,689 129,546,052 514,758,962
41,760 40,850 40,917 123,527 465,461
- (595,130) - (595,130) (3,496,089)
43,327,735 43,304,109 42,442,606 129,074,449 511,728,334
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CABINET FOR HEALTH AND FAMILY SERVICES
DEPARTMENT FOR MEDICAID SERVICES

. 275 E. Main Street, 6W-A . .
Ernie Fletcher Frankfort. KY 40621 Mark D. Birdwhistell
Governor (502) 564-4321 Secretary

Fax: (502) 564-0509
www.chfs.ky.gov Shawn M. Crouch

Commissioner

December 5, 2007

Ms. Jettie Sparks

Office of the Auditor of Public Accounts
105 Sea Hero Road, Suite 2

Frankfort, KY 40601

Dear Ms. Sparks:

The Kentucky Department for Medicaid Services has reviewed the audit materials provided by your
office for the Medicaid Performance Audit and have the following comments:

o Finding #2, Page ii. — “lack narrative explanations.” Narratives are in the budget submission

« Introduction, Page 11. — “not representative of actual expenditures.” Should be “not
representative of actual incurred expenditures.” Cash accounting is not the same as accrual
accounting. The CAFR is a hypothetical blend of the two and, therefore, does not match either.

« Finding #1, Page 13. — “The cost containment reports track expenditures for individual
initiatives but do not provide any aggregate information on state actual savings.” The cost
containment reports do state actual savings on an accrual basis. An aggregate is provided on

the “total” line.

Please feel free to contact either myself or Carrie Banahan, Deputy Commissioner, if you have any
questions.

Sincerely,

hawn Crouch
Commissioner

SMC/CBI/jlc00371

KentuckyUnbridledSpirit.com K UNBRIDLED spmn—y An Equal Opportunity Employer M/F/D
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Appendix |

Accenture LLP Comments






AccentureLLP Comments Appendix |

“Accenture is concerned with the portion of the audit that states, ‘ Accenture’ s Medicaid contract
was cancelled’ in Texas, aswell as the negative statements regarding Accenture’ s past
performance. In fact, Accenture continues to provide Medicaid application maintenance to the
State of Texas as part of the Texas Medicaid Health Partnership (TMHP) with strong client
satisfaction.

“ Accenture held a separate contract with Texas as the prime contractor on the Texas Access
Alliance team that included administrative support services related to Medicaid, CHIP, TANF,
and Food Stamps. In early 2007, Accenture and the Texas Health and Human Services
Commission (HHSC) came to amutual decision to end that contract early due to a substantial
modification in scope following the program pilot. In reference to this contract, your report
highlighted an excerpt from the October 25, 2006 report from Texas Comptroller Carol Keeton
Strayhorn. However, your report does not mention the October 25, 2006 HHSC Response to
Comptroller’s Report or the March 13, 2007 HHSC, Texas Access Alliance Agree to End
Contract Early newsrelease. These documents provide context around the Strayhorn report and
the status of the related contract with the State of Texas. | have attached them to this letter for
your reference. Accenture respectfully requests that the audit report is updated to reflect this
information.”

Texas Heath and Human Services Commission Responseto Texas
Comptroller’s Report

“The Comptroller's findings demonstrate a lack of understanding about the contract, its
performance provisions and the payment structure:

= The contract is designed to ensure that the state does not pay for work not delivered. To
date, that has meant ailmost $100 million in delayed or withheld payments to the vendor.
This amount more than offsets any additional costs to the state because of the delayed
rollout. The Comptroller's report failed to take into account the reduction in payments
before incorrectly concluding that the project is over budget.

» The state has extensive oversight and monitoring of the contractor's performance. State
staff listen to calls and review case files for accuracy. The state has hired an independent
firm to review the vendor's performance, and federal oversight agencies also monitor the
contract.

= The contract is designed to pay the vendor based on the accurate and timely processing of
applications. This protects the taxpayers interests and builds accountability into the
system without creating incentives to either approve or deny enrollment.

= Enrollment in CHIP has been declining since June 2002 -- four years before the Texas
Access Alliance took over that work. It defies logic to say that a pilot program in two
countiesis leading to statewide declinesin Medicaid or CHIP.

= Since taking over CHIP processing, the Texas Access Alliance has enrolled more than
230,000 Texas children in the program and renewed coverage for more than 260,000.”
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ContributorsTo This
Report

Obtaining Audit
Reports

Services Offered By
Our Office

General Questions

Crit Luallen, Auditor of Public Accounts

Jettie Sparks, Acting Director, CPA, Performance Audit Manager
Mike Helton, Performance Auditor
Gregory Giesler, Administrative Branch Manager

Copies of this report or other previoudy issued reports can be obtained for a
nominal fee by faxing the APA office at 502-564-0067. Alternatively, you may
order by mail: Report Request

Auditor of Public Accounts

105 SeaHero Rd. Ste. 2

Frankfort, Kentucky 40601

visit : 8 AM to 5:00 PM weekdays

email: crit.luallen@auditor.ky.gov

browse our web site:  http://www.auditor.ky.qgov

The staff of the APA office performs a host of servicesfor governmental entities
across the commonwealth. Our primary concern is the protection of taxpayer funds
and furtherance of good government by elected officials and their staffs. Our
services include:

Financial Audits: The Division of Financial Audit conducts financial statement
and other financial -rel ated engagements for both state and local government
entities. Annually the division releases its opinion on the Commonwealth of
Kentucky’s financial statements and use of federal funds.

Examination and Information Technology: The Division supplies computer
system control expertise and investigates citizen complaints. The Division audits
computer system security and other controls and performs system data analysis.
Our fraud hotline, 1-800-KY-ALERT (592-5378), and referrals from various
agencies and citizens produce numerous cases of suspected fraud and misuse of
public funds referred to prosecutorial offices when warranted.

Performance Audits. The Division of Performance Audit conducts performance
audits, performance measurement reviews, benchmarking studies, and risk
assessments of government entities and programs at the state and local level in order
to identify opportunities for increased efficiency and effectiveness.

Training and Consultation: We annually conduct training sessions and offer

consultation for government officials across the state. These events are designed to
assist officials in the accounting and compliance aspects of their positions.

General questions should be directed to Jeff Derouen, Director of Communication,
at (502) 573-0050 or the address above.
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