Family Care Financial Summary
Through 3rd Quarter, CY 2009

. BACKGROUND

As of the third quarter of CY 2009, Family Care was a $750 million program, on an
annualized basis. The program experienced 76% growth in capitation payments, and a
55% increase in member months, from the same time span, one-year earlier.

This rapid growth in membership caused stress in the MCOs” collective financial health.
Much of this stress was anticipated, as wouId be the case for any rapidly growing

business venture.
At the same time, some of the stress was unanhc:pated as the Department’s expectatlons

~ for MCOs to improve utilization patterns that had been established in the legacy waiver

programs represented a set of stretch goals that were not fully attained.
The Department continued its close monitoring of each MCO’s financial health during
this time period, to assure that resources were being managed in a manner that benefitted

~ the enrolled membership.

KEY METRICS

Capitation: “The average payment rate increased roughly 13.8%, on a per member per -
month basis, relative to the prior year. This increase is largely due to changes in the

| representation of the program’s target group membership. There are substantially more
- disabled members, and fewer elderly members, as a proportion of total program

enrollment. Disabled members have higher rates than do elderly members. In addltlén,
the rising level of acuity for those members entering, and continuing in, the program has

increased the payment rates.

Member services: There was an 18% increase in the overall member services cost, ,
expressed on a per member per month basis, relative to the same period in 2008. This is

reflective of the changing target group mix described above, the rising acuity level, and

the cost structure associated with care in the legacy waiver programs. The proportion of
capitation spent on member services was relatively stable at 83%, while care - -

- management expenditures accounted for 13.5% of capitation.

Administration: The program continued to achieve administrative savings, relatlvc to the
fee-for-service system. Less than 5.5% of capitation was spent on administrative
functions, as the program benefitted from the efficiencies of scale associated with growth.

Net Income: Family Care MCOs had aggregate losses of 1.9% through the end of the
 third quarter of CY 2009, down from 4.0% for the same time period in C'Y 2008.
‘Solvency: MCOs struggled to meet all of the capital requirements for the program, given
- the increases in those requirements (due to increased capitation funding and membershlp)

-and the operatmg losses that were sustained.

MORE RECENT DEVELOPMENTS

e 2010 is the first year that three-year business plans were required for all MCOs. These

business plans provide an assessment of anticipated expenditure and revenue projections
and specific strategies to meet those goals over the three-year period

The key to improving the MCOs’ financial health in both the short- and long-terms, is
fully executing the broad set of strategies that were outlined in the MCOs’ three-year-

ez




Business Plan submissions. Tlns primarily mvolves MCOs reworkmg care plans for thelr

* . members (to make them outcome-based), renegot:latmg some contracts, and

implementing operating efficiencies.

Many of the Family Care contracts were tailored to include a set of rigorous performance

expectations for 2010, as well. Anticipated achievement of those expectations, in

conjunction with the announced 2010 funding levels, leaves most MCOs expecting 2010

. to be a turnaround year from the financial perspective. . _

' The shared financial over51ght function (with the Office of the Commlssmner of
Insurance) is now moving toward full implementation. OCI involvement in the financial

~ oversight of Family Care will help to assure that MCOs have appropriate resources to
meet certification and continue to provide member services. : -
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- PACE and Family Care Pa:"tnershin Financial Summary
' Through 3rd Quarter, CY 2009

BACKGROUND

In comparison to Famﬂy Care, PACE and Family Care Parfnershlp program growth in
CY 2009 was more moderate.

The program experienced 15% growth in total capitation payments, and a 17% increase
in member months, from the same time span, one-year earlier.

As of the third quarter of CY 2009, PACE and Family Care Partnershlp were $260
million programs, on an annualized basis.

CMS-Medicare is the source of roughly 35% of the program’s overall funding. The
agency currently has a stated policy objective of reducing payment rates.

KEY METRICS

Notes: '
1. Detailed ﬁnanc1a1 reporting to the Department of Health Semces for Family Care

Partnership and PACE was still evolving in CY 2008. Comparisons between 2009 |
and 2008 therefore reflect some changes in the reporting requirements, as well as

o _actual program changes. As the reporting structure settles down, these year-to-year

‘comparisons will become more meaningful.
2. The inclusion of the Medicare funding stream creates additional complexmes in
assembling, interpreting, and drawing conclusions from these metrics. For example,
expenses are not currently separated by original ﬁmdmg stream on a systematic,

program—mde basis.

Capztatzon Total funding decreased roughly 1 7%, on a per member per month baszs

- relative to the prior year.

Total Operating Costs: The i)rogram s overall cost structure, as expressed in per member

per month terms, increased by roughly 2.7%. There was volatility in the year-to-year
changes in member service costs, care management costs, and administrative costs, due

to the evolving nature of the reporting categories.
Net Income: The MCOs experienced losses through the third quarter of CY 2009 of $1.4

million, or 0.75% of total funding. However, in prior years, the PACE and Family Care
Partnership programs were able to accumulate some surplus. It has been the Department
of Health Services’ expectatlon that these some of these surpluses would be avaﬂabie for
ﬁnancmg the expansion of the managed LTC programs. _

' OTHER

Primary financial oversight respon51b1ht1es for the PACE and Famlly Care Parmershlp
programs are carried out by the Office of the Commissioner of Insurance.

However, routine communication about the financial status of these MCOs is
strengthened by the new oversight structure for the F amlly Care program, since each

- MCO also operates a Family Care program.
A central policy issue is how the program will adjust to real, and potentlal reductionsin - -

Medicare funding levels. .
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