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Department of Vermont Health Access [phone] 802-879-5900 Agency of Human Services
312 Hurricane Lane Suite 201 [Fax] 802-879-5651
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MEMORANDUM

To:  Representative Bill Lippert, Chair, House Committee on Healthcare } N (
From: Steven M. Costantino, Commissioner, Department of Vermont Health Accy&ﬁtw O

Ce:  Hal Cohen, Secretary, Agency of Human Services

Date: February 24,2016

Re:  Request for Information Following Testimony on the SFY 2017 DVHA Budget
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During the Department of Vermont Health Access (DVHA) SFY 2017 budget testimony on Wednesday,
February 17, you requested additional information with regard to the SFY 2017 DVHA budget. Below are
the questions posed and DVHA’s responses.

Could vou please advise as to how other states manage their Medicaid programs? MEDICAID:
Administrative costs of Medicaid are typically less than 7 percent, or half the rate that’s typically seen in
the private sector (per administrative costs reported to CMS for federal fiscal year 2014). Additionally it
should be noted that percent comparisons are not necessarily an apples-to-apples view due to the effects
of the cost shift (the denominator when performing the calculation is lower in Medicaid than private
insurance). Within the Medicaid program, costs must be classified as a “program/service” or
“administrative”,. The Centers for Medicare and Medicaid Services (CMS) recognize that state Medicaid
programs rely on administrative activities that extend beyond the provision of direct services to
clients. States are responsible for locating, coordinating, and monitoring necessary and appropriate
services for each Medicaid recipient. Additionally, states must identify and enroll individuals before they
can access services. Because the cost of these activities is often more difficult to quantify than direct
service costs, there will be state to state variations on what activities are claimed “administrative” for
federal participation. Some states are more centralized: in those states it can be easier to quantify if all
administrative costs as they run through a single state Medicaid agency.

The majority of Medicaid States contract with Managed Care Organizations, MCOs to help reduce overall
program costs. The total administrative costs for operating MCOs have been a source of difficulty for
many states and there is a significant degree of variability in the admin portion of the MCO PMPM. The
actuarial methods used to set the PMPM vary as well. DVHA operates as a publicly operated managed
care organization. Therefore, like some other states, the operating expenses for the Global Commitment
Waiver appear as programmatic expenses as reported to CMS.

Areas in which states may expend admin dollars are:

MMIS ~15% of total Admin

General Administration: payroll services and fringe benefits, overhead ~81% of total Admin
Fraud & Abuse: ~1.6% of total admin

Survey & Certification: ~2.6% of total admin

Medicaid Outreach

Medicaid Eligibility Determinations

Referrals to Service

Case Planning

Case Management

Development of an Individual Plan of Care
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e (Case Reviews

For some of these items, Vermont processes these as program targeted case management costs and not
administrative costs. Attached please find the most recently reported federal fiscal year (2014)
administrative Medicaid costs as reported to CMS by each state.; (Vermont reported under 3%
administrative costs in FFY 2014.)

MEDICARE: The Centers for Medicare and Medicaid Services (CMS) annually publishes two measures
of Medicare’s administrative expenditures. One of these appears in the reports of the Medicare Boards of
Trustees and the other in the National Health Expenditure Accounts (NHEA). The latest trustees’ report
indicates Medicare’s administrative expenditures are 1 percent of total Medicare spending, while the
latest NHEA indicates the figure is 6 percent. The debate about Medicare’s administrative expenditures
reflects widespread confusion about the data and the methodology used by CMS to calculate. Critics of
Medicare argue that the official reports on Medicare’s overhead may not take into consideration some
types of administrative spending, such as the cost of collecting taxes and Part B premiums. Regardless,
the administrative costs for Medicare are considerably lower than private insurers.

PRIVATE INSURANCE: Many insurance companies spend a substantial portion of consumers’
premium dollars on administrative costs and profits, including executive salaries, overhead, and
marketing. The Affordable Care Act requires insurance companies to spend at least 80% or 85% of
premium dollars on medical. That means that between 15% and 20% may be used on administrative costs
and profits - much higher than State Medicaid Agencies and Medicare.

Sources:
1. https://www.linkedin.com/cws/share?token&isFramed=false&url=http%3 A%2F%2Fwp.me%2Fp
vY1ld-50u
2. https://www.medicaid.gov/medicaid-chip-program-information/by-topics/financing-and-
reimbursement/medicaid-administrative-claiming.html|
3. https://www.macpac.eov/publication/medicaid-spending-by-state-category-and-source-of-funds/

Who is the hiring authority for exempt positions? The Governor directly appoints the Commissioner. All
other exempt hires are at the discretion of the Commissioner.

Would it be possible to get an AHS org chart that specifically identifies how policy positions are
managed? Pleasc see the attached organizational chart, provided by Sarah Clark, AHS Chief Financial
Officer.

Who is the Exchange Project Director that reports directly to the Deputy Commissioner for Fiscal &
Support Services? What is the Health Reform Enterprise Unit Could you provide an organizational chart
with names and work locations? The Exchange Project Director is Tena Perelli. She oversees and
manages the call center contract and works on an agency-wide team to develop best practices related to
customer service (which will be the business requirements in a new customer service RFP). The Health
Reform Enterprise Director leads the MMIS Unit. This team of individuals is working on the MMIS
project which is described on page 52. Please see the new organizational chart attached.
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