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Q.

1)

2)

Would you please state your name and your professional affiliation?

My name is Jack P. Burke. I am a principal and consulting actuary with Milliman,
the leading provider of independent actuarial consulting services to the health care

industry. My resume is attached as Burke Exhibit 1.
What is the purpose of your testimony in this proceeding?

The Maine Association of Health Plans (“MEAHP”) has retained me to review and
comment on the Report to the Dirigo Health Agency, Dirigo Health Reform Act:
Aggregate Measurable Cost Savings (AMCS) for Year 4 (updated June 26, 2008) (the
“ stHS Report”), prepared by schramm/raleigh Health Strategy and Dr. Kenneth
Thorpe. The srHS Report identifies a level of aggregate measurable cost savings
(“AMCS”) of $190.2 million. I have been asked to prepare a critique of the stHS
Report and will address the hospital savings/cost per CMAD, Bad Debt and Charity
Care and Medical Loss Ratio intiatives, as well as the Overlap calculation. My
critique is attached as Burke Exhibit 2. As I note in my critique, it is my opinion that
the AMCS caculation contained in the Report is not reasonably supported because it
1s based on unreasonable, unsupported and improper assumptions, and depends on

faulty, unreasonable calculations.
Please summarize the basis for your opinion by intiative.

With respect to the hospital savings CMAD calculation, my opinion is based on a

number of grounds, including without limitation and as set forth in detail in my

report::

failure to reasonably account for specific, credible explanations for the pattern of

slower cost growth post-Dirigo other than Dirigo;

developing a CMAD estimate in the absence of Dirgo and failing to compare it to
actual cost growth in the presence of Dirigo, but instead developing and comparing

two flawed estimates — one with and one without Dirigo;
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3)

4)

3)

6)

1)

2)

3)

4)

unreasonbaly equating the “absence” and “presence of Dirgo” with pre-SFY 2004

and post SFY-2003; or another time period if more covenient for the result;

failure to account for numerous fluctuations in hospital costs which are caused by
factors completely unrelated to the so-called Dirigo initiatives (including national

trends in hospital costs and patient volume);

failure to use pre-Dirigo actual cost -per-CMAD data that is consistent with that used
in last year’s stHS report, which unreasonably inflates the cost per CMAD reduction

attributed to Dirigo;

failure to calculate what portion of this component of the AMCS determination is
reasonably recoverable by payors from providers, despite clear precedent to consider

this point in last year’s decisions by the DHA Board and the Superintendent.

With respect to the Bad Debt and Charity Care and Overlap initiatives, my opinion is

based on a number of grounds, including without limitation and as set forth in detail

in my report::

reliance on an unreasonable projection to 2008 of the actual uninsurance rate for

2006;

unreasonably including 2003 in the “post-Dirigo” period, which unreasonably

inflates the projected reduction in the uninsurance rate due to Dirigo;

failure to explain with specific reasons why the actual decrease in the uninsurance
rate in Maine since 2003 was due to anything other than three identified events and
erroneously attributing additional reductions in the uninsurance rate in Maine to

“global” effects on health insurance premium increases due to Dirigo;

failure to calculate what portion of this component of the AMCS calculation is
reasonbly recoverable by payors from providers, including failure to adjust the
calculation for induced utilization, increased variable costs and the”savings per
insured” figure from Dr. Thorpe to account for those assisted by governmental or

other assistance programs that become insured;
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5) failure to adjust for the overlap between this calculation and the cost per CMAD

calculation.

A.  With respect to the Medical Loss Ratio intiative, my opinion is based on a number of

grounds, including without limitation and as set forth in detail in my report:

1) failure to make reasonable assumptions about the nature of the refunds in question,
the fact that they are not recoverable, and that any such “savings” would overlap the

other savings intitatives.

Q. Last year you provided in your report and live testimony alternative
assumptions and calculations for both the hospital savings and Bad Debt and
Charity Care initiatives. Do you offer similar alternate assumptions and

calculations this year?

A. Yes. Inmy report I provide alternative assumptions and calculations for both of
these intitatives again this year, which I believe are reasonable, and consistent with
the key points in the pre-filed testimony of Dr. Dobson and Mr. Maffei in this
year’s proceeding, as well as Jack Keane’s testimony in the year 3 proceeding, and

prior years’ decisions.
Q. Does this conclude your testimony?

A. Yes, it does.
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Biography of Jack Burke FSA, MAAA
Principal, Consulting Actuary

Current Responsibility

Jack is a principal and a consulting actuary with the Philadelphia office of
Milliman. He joined the firm in 1999.
Experience

Jack has extensive experience in all aspects of the small employer managed care
market, including operations, systems, product design and development, legislation,
underwriting, pricing, management of distribution systems, and overall business strategy.

Since joining Milliman, Jack has been involved in a variety of projects involving
small and large group commercial products and Medicare. He has also developed expertise
in consumer driven products, including HSAs and analysis of single payer legislative
proposals.

Prior to joining Milliman, Jack worked at Aetna and United Healthcare. While at
United Healthcare, he was vice president in charge of product management of health plan
products, including the open access product. Prior to that, Jack was vice president of small
group, responsible for growing United Healthcare’s share of the small employer market.

Prior to working at United Healthcare, Jack spent 13 years at Aetna, where he
gained broad management experience, including running a 180-person production unit and
managing a large HMO system development project. At Aetna Health Plans, Jack was the
CFO for, and ultimately head of, a 600-person, $1.6 billion strategic business unit selling

group insurance and managed care to small employers.

Professional Designations
« Fellow, Society of Actuaries

« Member, American Academy of Actuaries

Education

BS, Math and Computer Science, University of Notre Dame
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Milliman Report in Support of Testimony Regarding
Aggregate Measurable Cost Savings — Year 4

I. Introduction

Milliman was asked by the Maine Association of Health Plans to review and comment on the
“Report to the Dirigo Health Agency — Dirigo Health Reform Act: Aggregate Measurable Cost
Savings (AMCS) for Year 4” (stHS Report). In addition, Milliman reviewed other information
related to the Year 4 calculation, and much of the reports, testimony, decision and supporting
material related to Years 1, 2, and 3. Our comments regarding the stHS Report and the methods,

calculations, and conclusions are included herein.

The intended use of this report is to be filed as testimony by Jack Burke for consideration by the
Dirigo Health Board regarding the calculation of Aggregate Measurable Cost Savings for Year 4,
as used to develop the Savings Offset Payment. Our analysis and results may not be appropriate

for any other use.

In performing this analysis, we relied on data and other information. We have not audited or
verified this data and other information. If the underlying data or information is inaccurate or

incomplete, the results of our analysis may likewise be inaccurate or incomplete.

This report has been prepared for the use of and is only to be relied upon for the purpose stated.

The report must be considered in its entirety.
It is certain that actual experience will not conform exactly to the assumptions used in this

analysis. To the extent that actual experience is different from the assumptions used in the

projections, the actual results will also deviate from the projected amounts.
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IL Background

In the past, the srHS Report used the reduction in CMAD trend from pre-Dirigo to post-Dirigo

years to imply that “savings” were due to the Dirigo law itself.

Last year, we provided a variety of other explanations for a reduction in trend, including

reversion to the mean.

The Superintendent agreed, saying “the passage of time makes the failure to control for other
factors affecting costs increasing problematic for the method, and at the same time makes other
methods which control for these factors, such as multi-variate multi-state analyses, more
feasible. While small random fluctuations in cost will occur in any year, the more serious threats
to the persuasive power of this method would be raised by specific, additional credible
explanations for the pattern of slower cost growth post-Dirigo.” (Superintendent’s Year 3

decision at 12)

HI.  The srHS Report’s Choice of Multi-Variate Analysis

While the Superintendent wasn’t clear about what type of multi-variate analysis to do, the

method chosen in the stHS Report was not a reasonable one, for several reasons:

. The primary reason is that it didn’t develop an estimate of CMAD and then compare it to
actual. It instead developed two of its own flawed estimates — with and without Dirigo —

and determined savings to be the difference between its estimates.

. In addition, despite repeatedly saying that they directly measured the savings due to each
initiative, they only tried to differentiate one thing in the two estimates: whether the
clock struck midnight on 6/30/2003 or not. And despite their testimony saying that it is
the “absence of Dirigo” versus the “presence of Dirigo” (always underlined), it is not that

at all. It is whether we crossed over from SFY 2003 to SFY 2004.
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Dobson/DaVanzo has shown that the stHS Report’s notion of “the presence of Dirigo”
can produce savings in most of the states using their analysis; often huge savings. That
result demonstrates that this analysis does not adequately control for all the necessary
factors to ensure, or even suppose, that it is projecting “Dirigo” savings. This defeats the

purpose of the multi-variate analysis.

It also highlights a point made in other testimony: that the srHS Report does not
demonstrate any causal relationship between the variables tested and the results. To
illustrate, we could construct a variable that reflects which of two teams, Yankees or Red
Sox, had last won the World Series by the end of a calendar year. If, at the end of the
calendar year, the Yankees had last won the World Series, the variable would be 0. If, by
the end of the year, the Red Sox had last won the World Series, it would changetoa 1. It
stays a 1 until the Yankees change it back by winning the World Series.

This variable would have the following values for the years related to the CMAD

calculation:

Calendar Year Value

2000 0
2001
2002
2003
2004
2005
2006
2007

btk e DO O

If this variable was tested in the CMAD calculation instead of the “Dirigo” variable, it
also would have produced the same savings estimates. That is, the methodology used in
the srHS Report would demonstrate that the reduction in case mix adjusted costs per
hospital discharge was “due to” the Red Sox last winning the World Series (when
compared to the Yankees). And the conclusion would be that such savings are likely to

continue as long the Yankees do not reclaim it.

[U8)
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The reason the savings would be exactly the same is that the variable (0,0,0,0,1,1,1,1) is
the same for this variable as for the Dirigo variable. This illustration is intended to
clarify why the regression test used by the srHS Report does not show relationship or
causality, since it is clear to all but the most diehard Sox fans that hospital costs per

CMAD are unlikely to rest on the fortunes of the baseball team.

Like it did in prior years, I believe the savings produced by this result are primarily a
function of the high rate of growth in the early part of this decade, and as before, can be

explained by reversion to the mean.

The fact that the reported “ACTUAL” CMAD history changed substantially since last
year is troubling. In the Year 3 srHS Report (Appendix E. CMAD Calculations), a
calculation that was verified by Roland Mercier, the Net Total Cost (carefully developed
removing the impact of non-acute stays) and the case mix adjusted discharges are all
clearly shown. Appendix E, page 39 from the Year 3 stHS Report, is attached as Burke
Exhibit 3. The 2000 to 2001 increase of 4.6% consisted of the following data: a) overall
Net Total Costs going up 7.4% (from $1.396 billion to $1.500 billion), divided by b)
overall case-mix adjusted inpatient and imputed outpatient discharges increasing 2.6%
(from 286,056 to 293,585). It’s unclear how that jumped to 11.3% for the 2000 to 2001
change in this year’s work. The extra 6.4% would seem to imply another $89 million
increase in costs that were not reported last year. Primarily by increasing this 2000 to
2001 CMAD trend, this changed version of history produces a bigger pre/post-
difference, which is driving the current regression results to project “savings.” If, for
example, the pre-2004 trend in Maine averaged 5.5%, as shown in last year’s report, then
the decrease to post-2004 trend of 4.5% would only be 1%, which is below the US

average decrease of 1.5% and the same as the rest of New England.

Despite this inconsistency, using any three-year period to lock in a high CMAD increase
rate that is forever projected into the future to represent what would have happened is
unreasonable. The pre-SFY 2004 period is a small period that does not represent an

underlying fundamental Maine specific “force of CMAD cost growth trend.”
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. Last, they do not consider what portion of it is “recoverable” by their own admission
despite the Superintendent explicitly ruling last year that this is appropriate in the AMCS

determination. (Superintendent’s Year 3 decision at 10).

The actual post SFY 2003 CMAD cost is higher and is actually increasing faster (4.5%) than
New England (3.9%) and the US (3.9%) rate of growth. Using the peak of a cycle as the basis
for projecting forward is not reasonable. Paradoxically, if Maine’s CMAD continues to grow
faster than the U.S., this method could produce higher savings, as long as the difference in

growth is within a range of a few percent.

As I testified last year, 1 would expect a high annual increase to moderate — to revert to the mean
— in the years after a sharp growth. In the case of cost per CMAD, if the hospitals costs
increased early in the decade, then there would be that much less pressure to continue to increase

in the next few years.

As noted by the Superintendent last year, however, “it is appropriate to consider the extent to
which the calculated savings are attributed to hospitals with negative or poor margins.”
Similarly, hospitals may not be able to pass on savings due to the ongoing impact of MaineCare
reimbursement cuts. The cuts do not need to be an absolute dollar decrease to have an impact as
asserted by the srHS Report. The MaineCare reimbursement is already low (roughly 76% of

cost).

Also, as reported in Jack Keane’s testimony of last year and cited by the Superintendent, the
CMAD calculation can inflate admissions when the outpatient utilization and charges grow faster
than the inpatient cost per case, thereby deflating the average CMAD growth. This phenomenon
is still a problem in the current calculation. By all accounts, outpatient charges have increased

faster than inpatient, especially in Maine (See Burke Exhibit 4) (2 pages).
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Actual potential reasons for the previously high CMAD growth and the subsequent slowing may

include:

. Hospital margins were too low, but started to catch up to needed levels in 2001 and 2002,

then the pressure was off for further rate hikes especially for outpatient charges;

. The influence of overall employment growth on uninsurance and the use of medical
services;
o Hospital cost drivers: such as physician and other staffing levels and salaries, equipment

cost, and building expense increased due to cyclical pressures.

In summary, I believe the new CMAD methodology presented in the srHS Report is not
reasonable based on the methodology chosen and its misuse of the underlying data. Its
construction is so difficult to support that no small adjustments can be made to create a

reasonable and supportable estimate of savings.

Because the srHS Report again has created a method to develop unreasonably high savings
estimates, and because no reasonable multi-variate calculation is available to demonstrate how
changes ascribed to Dirigo directly impact actual CMAD savings, I have created an alternative
calculation drawing on the historical decisions and data. Essentially, I would start with the
“rough justice” decision from Year 3 that $25 million is deemed to be reasonable, and then

adjust it for:

a) The impact of the excess Maine growth from 2006 to 2007: Maine CMAD growth of
3.3% outpaced the U.S. growth of 3.0% (srHS Year 4 Report page 54). It outgrew the
Cluster 1 states CMAD change by about 2%. If we assume that Maine lost 0.3% (3.3%
less 3.0%) to the national average, this would remove roughly $19 off the excess CMAD
(of $253) used in the Year 3 calculation, or 7.5%.

b) The change in adjusted discharges used in each year’s stHS report.
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See Attachment I for this calculation. The result of these two adjustments are $21.2 million as a
rough estimate of Year 4 CMAD savings. This is only offered as a reasonable result in the
absence of other reasonable calculations. This also passes the check of a reasonable comparison

to past year’s findings.

Nothing in my testimony should be construed as suggesting that the methodology put forth by
stHS reflects cost savings that are actually due to Dirigo. To the contrary, as set forth more fully
in the testimonies from Dr. Dobson and Mr. Maffei, the stHS model is fraught with conceptual,
variable and data problems and does not provide reasonable support for any CMAD savings for
the Fourth Assessment Year. The alternative approach I have outlined above reflects only my
effort to provide the Board with a methodology that can be supported by starting with an
estimate of CMAD savings approved by the Superintendent in the last proceeding and updating it

using known data.

IV.  Bad Debt/Charity Care (BD/CC)

Maine’s actual bad debt and charity care reported has grown yet the stHS Report’s analysis
reports between $17 and $42 million in “savings.” Like the CMAD calculation, srHS does this
by making an unreasonable estimate of what it would have been absent Dirigo. Unlike the
CMAD calculation, stHS compares it to an “actual” figure, although not “actual bad debt and
charity care,” but actual uninsured rates. Again, not actual “actual,” the srHS Report compares it

to an unreasonable projection of the actual uninsurance rate for 2006 forward to 2008.

The srHS Report uses the actual-to-expected uninsurance rates as a proxy for the bad debt and
charity care. But it unreasonably over-estimates the “expected” uninsurance rates and over-

values its worth. Also, it doesn’t develop it from direct Dirigo activity.

I. The srHS Report stops “pre-Dirigo” at 2002 for this calculation, instead of SFY 2003 as
in the CMAD calculation. This is done because CY 2003 had a significant drop in
uninsured rates, and this enables “post-Dirigo” to take credit for it. If the methodology in

DHA Exhibit 18, column VII was used but with calendar year 2003 considered as pre-
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Dirigo, the savings would drop by approximately 75%, from $30.3m to $7.2m, consistent

with the level of last year’s determination.

The stHS Report further projects the estimate of uninsurance to come down from 10.7%
in 2006 to 9.65% in 2008. It does this by using the historical rate of decline (from 2003)
and assuming it will continue. However, the decrease in that period can be explained by

three specific activities.

The Medicaid expansion programs and the DirigoChoice enrollment of previously
uninsured people provide specific reasons to explain the decrease in uninsured rates.
These explanations are more direct and a counter-argument to the DHA global, umbrella
argument that, in addition to the reductions due to these programs, Dirigo has also caused
a reduction in the rate of insurance premium increases, thereby causing meaningfully
fewer Maine people to be uninsured. The direct approach is also consistent with the

BD/CC methodology approved by the Board in the Year 3 savings determination.

In particular, since 1999 the total reduction in uninsured has been 23,924, and 16,954
since 2002. The big drops were in 2003 (-12,712) and 2006 (-7,837). See Table 1 below.

These two events can be explained entirely or more by:

- The MaineCare expansion (effective October 2002) to cover the non-categorical
adults contributed to an increase in MaineCare enrollees from July 1, 2002 to July

1, 2003 of 36,347 (See Burke Exhibit 5) (3 pages).

- The MaineCare expansion to Parents of Children (150% FPL to 200% FPL)
around 2005 added about 5,000 enrollees.

- The DirigoChoice program added about 12,000 enrollees of whom 35% were

previously uninsured, which equals about 4,200 enrollees (See Burke Exhibits 6

&7).
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Table 1
.M ame Maine Actual Implied
Year Uninsurance . . .
Population Uninsured Reduction
Rate

1999 13.25% 1,103,652 146,220

2000 12.40% 1,126,144 139,670 6,549
2001 12.07% 1,081,270 130,501 9,169
2002 13.04% 1,067,611 139,250 -8,749
2003 11.79% 1,073,084 126,538 12,712
2004 11.64% 1,087,397 126,538 2
2005 11.67% 1,114,873 130,133 -3,598
2006 10.67% 1,146,038 122,296 7,837

Source: srHS Report, pg. 70, plus calculations

The total of these 3 initiatives (36,347+5,000+4,200) is over 45,000 enrollees, which
more than explains the two significant drops and allows for population growth.
Moreover, more than 36,000 of these newly enrolled are due to the MaineCare expansion

that was enacted in the year before the Dirigo Act became law.

Unless another MaineCare expansion or growth in Dirigo enrollment happened in 2007
or 2008, then any projection of a continued decrease in uninsured (rates or absolute

decreases) is unwarranted.

V. Recoverability

The srHS Report admits that its calculation makes no attempt to project the portion of savings
that is reasonably recoverable, which is a key component of the AMCS determination, as

reflected in both the Board’s and Superintendent’s decisions last year.

The savings per insured of $893 is derived from an analysis done by Family USA. It includes
36% that is paid for by federal, state and local programs. If these members become insured, that
36% savings will accrue to government sponsors, not the carriers. All calculations should be
reduced by 36% (to $572), since the $893 figure is used in all savings estimates. This revised

figure is fairly consistent with the average of $426 per uninsured/underinsured person and $533
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per Medicaid expansion person, trended one more year, in the Year 3 calculation that led to the

$6.3 million uninsured/underinsured Superintendent’s decision.

As covered in previous testimony in prior years, an increase in utilization caused by coverage of
uninsured will cause variable costs to increase. Only the excess of payments over variable
expenses could be used for other purposes. The calculations shown in Section F below update

similar calculations shown in the Year 3 testimony.

VI.  Overlap

Any reduction in bad debt at the hospital would in theory reduce the pressure on the cost per case
for the remaining, paying customers, and would thus be reflected in the CMAD calculation (if
the calculation was directly measuring the cost per case); to the extent they would otherwise be
recoverable. Thus, any hospital portion of the BD/CC has been accounted for. According to the
Hadley/Holleran sources used as the basis for the calculation, 66% of uncompensated care is for

hospital care. The remainder is physicians (14%) and community health clinics (20%).

Since both the hospital cost per CMAD and the BD/CC methodologies are attempts at estimates
of macro measures of changes in the economy, rather than any direct savings from Dirigo, I
consider them to be unreasonable and the related calculations to be without any reasonable
support. Nonetheless, if the projected savings are preserved in any amount for either of these
initiatives, the “savings” attributed to the reduction of bad debt should be reduced by 66% to
reflect the overlap with the CMAD calculation.

The “rough justice” approach above includes an explicit adjustment for overlap in the
Superintendent’s Year 3 decision. My alternative hospital cost per CMAD calculation above is

built upon that adjustment. Thus, I will not make a second explicit adjustment for it here.
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VII. Direct Measure of BD/CC Savings Due to MaineCare Expansion

See Attachment II for a direct calculation of available savings for calendar year 2008. This
calculation borrows from and is an abbreviated presentation of the approved savings decision for
Year 3. (See Burke Exhibit 8) (8 pages) I updated the number of enrolled members and trended
the net savings forward one year at 7%. The result decreased from $6.3 million to $6.1 million
because the Dirigo enrollment declined from an average of 14,185 to 12,050; more than

offsetting the MaineCare expansion increase in enrollment from 5,100 to 5,597.
VIII. Medical Loss Ratio

For a large carrier like Aetna with a reasonable expense ratio, a medical loss ratio (MLR) law
raises the cost to carriers, and thus premiums, because it creates an expense during the favorable
part of a pricing cycle, but has no offsetting return during the unfavorable part of the cycle. On

average, a small risk charge is needed to cover this cost.

The “expense” is a reimbursement to certain customers when prices are over-estimated. This

reimbursement is thus not available to the carrier to reduce premiums.

Any argument that MLR reimbursements are savings is unreasonable because they impose an
additional cost on the carrier, not savings. This cost is not recoverable. If any of the gap is due
to unexpected lower costs, they are not only unrecoverable, but may overlap with the CMAD or

BD/CC savings estimates.

Jack P. Burke, F.S.A.
Principal & Consulting Actuary
July 9, 2008

11
4IMAH 11015 07/09/2008




Wd ¥0:1 8002/6/L &ing xoel (] BV 8002) SIX'|SPOIN PRINSULSPUNPINSUIUN 800Z\SIBdSHIONM\BO0Z\HYIAND

[xyx8=119.,2811Z § 1 p 189 & - SSUIARS PUIULIIS(] A[qBUOSBY
"UOISIO9P S juopuluLedng ¢ Jed § WOl 000°000°SZ ¢ |1 € 10 & - SSUIABS PAUTULIS}R(] A[qRUOSBIY
/= |%PEE % €€ [ | ssousjqeuosesr pue ‘de[19A0 ‘S1OSIJO “JOLIS IOJ UOLONPOY

(4 x 3 10) ¢ 1qryxg axing ‘podoy SHIS ¢ T8I X WOIJ 6V1°68PL $ |1 WS3UIALS,, Paj[NO[e) ¢ JeS X
s oFed ‘podoy SHIS | 1$0TLT 862°96¢ q se3reqosi(] “[py Jueneding pue X se)

pue ‘g 1qIyxy oxIng ‘Auownso ] aIng ¢ I8 X WOL]
°9-J= | ¢¢gt $ 3 AVIND pamduwy] 8007
€ Bquyxg oyng ‘podey] SHIS ¢ 1ed § woxy €5 $ (32 Hoday Ut pasn AVIAD $$99Xd L00T
pxe= |6l d AVIND $S29X{ Ul UOI10Npay pajeurnsy
2-9= |%¢€0 P S[1 "SA SUIBIA JO SS90XY
($E0°L8/5£7°L8) S oFed ‘Nodey SHIS Wox] |%0°€ ) puai], SN L00T 03 900T [0y
(£€7°28/02#°L8) S 9Fed ‘podey SHIS wox] |%¢°¢ q puai], SUIBIA L00T 03 900T [enoy
€ NqQruxXyg aping ‘podoy SHIS ¢ JE9 X WOL] 18%°9 $|e AVIND 98e1eay

$3JON LO0T 9007
03LII(]

uonemd[e) ssuises paroaddy L9z 03 yudunsnlpy

avIAD»

S3UIAES 150)) I[qRANSBIA] 9)eFISTY Jo MOIAdY
[Juomyoey




d S0:} 8002/6/2 &una ¥oel (Il BV 8002) SIX[SPO PSINSULBPUNPPSINSUIUN §00Z\SOBASHIOM\BO0Z\HYINVO

1X9= | 0IL180°9 § | STO6LET $ | €TI'SSO'T  $ | 1L69v9°€ § | T §98[] JoYIQ 101 S1qE[IeAY
%L ¥ 800T 01 popuan g IL°19 $|8¥8y $ | 80°¢evl $ [ 1 |sosuadxy I9A0 SNUIASY JO SS90XH 00T
3-3= LYLS $ |15 $|oLect $ | |sesuadxy IoA0 ONULASY JO SSRIXH LO0T
8 1qryxy ojIng ‘Auotwnse) ayINg ¢ Ied X Wox] £8°6E $ [ 1L5¢ $1LET9 $|3 sosuadxg ur asea1ou] /00T
8 1qQIyxy ong ‘Auournso) aIng ¢ Ied { woly 05'¢6 $ 018 $ | 607561 $(3 SNUIAIY Ul 858aIU] /00T
T1XP=|019°69 8S€°TT €9L°TT 68¥°ST 2 SJUOTA] 10QUISIA OFBIOAY
oxqgxe= | 108 €981 v18°T ZAN4 p|  wWoIsAg 0} Juow[joruy 95eIoAY MAN
§ NqIUXH axIng ‘Auournse) axang ¢ Jes X wor %'8S % 4°'8S %' 8S 3 PRINSULIOPU()/PINSUIU() SYIUOIA JUSIJ
painsuLapu) A[SNOIAdI]
8 1qIUXy yIng ‘AUOWISS) NG ¢ T8O X WOL] Y%LS %8°ST %C'0¢ q pamsurun) A[snoradid
9 HQUUXg axIng wor | £69°6T L6S°S 0S0°C1 050°C1 L2 pajforuy

S3joN 1101, uorsuedxy | paansupiopup) | poansurun

3IB)IUIBIA oding

8007 183X JIepud[e)) J0J Uone[nde)) s3uises Iqe[ieAy

are) ALey)/qaq ped
SSUIABS 1S0)) I[qRINSBIIA] 9)EFISTY JO MIIANY

I1 JUdWIYyoR)Y




Dirigo Year 3

<

Aggregate Measurable Cost Savings (AMCS) Report

Burke - Exhibit 3

DOCUMENTATION FOR CMAD SAVINGS CALCULATION (CONT’D)

Appendix E. CMAD Calculations

Virtual Hospitaf

Statewide
B 2006 2005 2004 2003 2002 2001 2000 1989
(Overall Total Cost S 2314380,959 1% 2,170,976,582 | $ 2003,928,030 | $ 1,850,943,460]% 1721418238} % 1,536,036493 [$ 1430900519 1% 1,295507,823
RHC Total Cost $ 40,289,958 | § 31,775,964 | § 24,096,994 | § 16,720,492 | $ 10,611,613} $ 9,351,005} $ 782445813 6,058,477
Gain (Loss) Due to Hospital Allocation Tax S (8,666.303} $ (5,387,619)} $ (2,096,891}} $ - $ - $ - $ - $ -
[SNF Total Cost $ 21.804.040 | § 19,367,026 | $ 19.797.990 | $ 18,440,269 | § 14,573,152 | § 12.481.769 | $ 11,260,276 | § 12,023,858
NF Total Cost s 7.891320{ $ 7.728726 | $ 7,212,569 | $ 6,955,448 | $ 9894811 ] $ 11114770 | $ 12,351,904 | § 9,938,701
[Other Long Term Care Total Cost $ 3,581,408 { $ 3,172,665 | % 3,087,820 | $ 3,162,117 | § 3,0318121% 3,176315} § 3,051,766 | $ 2,815913
Hospitat Tax Allocation S 51,842,150 | $ 47,706,721 | & 15,793,938 | $ - $ - $ - $ - $ -
Net Total Cost S 2197638386 % 2,066,613,000|% 1936,055611|% 1,805665135|% 1,683,306851 % 1,499,912640f% 1,396,412,115|% 1,264,670,874
Total /P Charges $ 2430552681 |$ 2,340,891,455|% 2210,450,347 | $ 2,045132,599|$ 1,882,547,942|$ 1,729,700,983 | $ 1,614,269,457 | $ 1,446,602,401
[SNF /P Charges $ 16205362 | § 14,698,281 [ § 14,880,680 § $ 15,111,062 | $ 11,588,912 8 10.980.284 | § 10,467,324 | § 10,838,218
NF /P Charges $ 9.199,721 { $ 8,908,009 | $ 8,518,766 | $ 8,100,055 | $ 10,103,958 § $ 9,998,782 § 9,967,585 | $ 9,296,084
(Other Long Term Care /P Charges $ 3338575( % 3,031,671 | $ 2,947,559 1 $ 3,021,177 | $ 2,884,173 1% 2,788,954 | $ 26828108 2,642,394
Net VP Charges $ 2402809,024]$ 2314,253,405(% 2,184,093,342 (% 2018,800,306 | $ 1,857,970,900 | $ 1.705,932,963 } § 1,591,161,737 | § 1,423,825,697
Total O/P Charges $ 2362,739,164 % 2,126,008,622|% 1,861,122,901§{$ 16225554128 1,400,748,291 {$ 1,191,323,265} % 1,0561,187,934 | § 873,798,369
RHC O/P Charges $ 20,007,968 | § 20,160,478 | $ 9,123,407 1 % 4,897,481 | $ 221572{ ¢ 607,452} $ 390,241 | $ 117,335
SNF O/P Charges $ - s - |8 - 18 - |3 - 18 N - |3 -
NF Q/P Charges 3 - {s - 18 - s - |3 - {% - 1% - |8 -
(Other Long Term Care O/P Charges $ - $ - $ - $ - $ - $ - $ - s -
Net O/P Charges $ 2342731,196 % 2,105848,144 [$ 1,851,999,494 ($ 1,617,657,931|$% 1,400,526,720 | $ 1,190,716,813] % 1,050,797,693 | $ 873,681,033
(Case Mix and outpt adj discharges 343,009 335,475 326,942 314,651 302,138 293,585 286,056 276,629
Total discharges, MHDO 155,668 157,459 158,667 156,895 154,876 156,120 154,448 154,662
[Case Mix Adjusted Discharges 191,234 192,196 182,400 188,937 185,318 184,616 184,080 181,726
[Cost per CMAD incl newborn w/ Prev. Unins. $ 6,407 % 6,160 | $ 59221 % 5733 | § 557118 51091 % 4,882 | § 4,572
Virtual Hospital - SFY08:Adjustments
8 “Summary: s 3 R
S - FNon-CAH Medicaid{ - o Net Adjusted
Statewide Medicaid CAH Q/P: Medicare: Statewide
Overall Total Cost $ 2314380959 | § 56,162,534 | $ 108,480,328 | § 112,771,757 | $  2,036,956,341
RHC Total Cost 8 40,289,958 | - $ - $ - $ 40,289,958
Gain {Loss) Due to Hospital Allocation Tax 3 (8,666,303)] - |8 - |8 - % (8,666,303)|
SNF Totat Cost S 21,804,040 | § - $ - $ - $ 21,804,040
NF Total Cost s 7.891.320 | $ - $ - 3 - $ 7.891,320
Other Long Term Care Total Cost $ 3.581.408 | § - $ - $ - $ 3,581,408
Hospital Tax Allocation s 51,842,150 | $ - $ - $ - $ 51,842,150
Net Total Cost S 2,197,638386 | $ 56,162,534 | $ 108,490,328 | § 12,771,757 | $  1,920,213,768
Total I/P Charges S§ 2,430,552,681 | 33,600,951 § $ - $ 45,169,358 [ $  2,351,782,372
SNF VP Charges $ 16,205,362 | $ - $ - $ - $ 15,205,362
NF I/P Charges ] 8.199.721 | § - 18 - |$ - |3 9,199,721
Other Long Term Care I/P Charges S 3,338,575 | § - $ - $ - |8 3.338,575
Net VP Total S 2,402,809,024 | § 33,600,951 | § - $ 45,169,358 [ $  2,324,038,715
Total O/P Charges § 2,362,739,164 | 78,601,150 | $ 235,960,910 | § 137327120 f $  1,910,849,984
RHC O/P Charges $ 20,007,968 | $ - $ - $ - $ 20,007,968
SNF O/P Charges $ - |8 - is - |8 -1 -
INF O/P Charges S - 1% - 18 - |8 - 18 -
Other Long Term Care O/P Charges S - 1% - {8 - |8 - 18 -
Net O/P Charges $ 2342,731196 | § 78,601,150 { $ 235,860,910 | $ 137,327,120 | $ 1.850,842,016
(Case Mix and outpt adj discharges 343,009 12,165 - 34,428 296,298
Total discharges, MHDO 155,668 3,724 - 8,678 143,265
Case Mix Adjusted Discharges 191,234 3,452 - 8,045 179,737
Cost per CMAD incl newborn w/ Prev. Unins. S 6,407 $ 6,481
Recommended Savings
schrammraleigh Health Strategy Methodology - HMBI Trend - 00/04 Adjusted
2004 and Approved Yr. 1 Savings in the Base
Approved 04 CMAD Savings $ 33,700,000
2004 Case-Mix and Qutpatient Adjusted Discharges 326,942
Approved Savings per CMAD $ 103
Actual 04 CMAD + Approved Savings $ 6,025
SFY00.CMAD Rate above Estimatéd SEY08 | Total Savings.per
SFY. CMAD HMEI Trend trended to SEY04. inflation Discharges Tolal Savings
2000] § 4,882 1.041
2001| S 5.109 1.040
2002| S 5571 1.039
2003| s 5739 1.038
2004 S 6.025 1.043 18 5,703 1.382%)
2005| § 6,160 1.043
2006| 5,481 1.038 $ 6,733 | § 253 296,298 }'$: 74,895,149

schrammeraleigh HEALTH STRATEGY
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Choose a dn‘Ferent category

Provaders & Se ce Use
I T Inpatient Days per 1,000 Population, 1999-2005
Providers & Service Use =]
FHospitals Bar Graph : Table | Map : Map & Tabie
Total Hospitals ! ; i
Haospitals by Dwnership : Rank by: State name (alphabetical)
Beds | Rank Order: & ¥
Beds by Ownership
Admissions
Admissions by Ownership
Emergency Room Visits 1999 | 2860 ; 3061 | 2803 | 2603 | 3694 | 3885 | 2006
Emergency Room Visits by Ownership United States 704| 682! 681] 683] 676 673! 665 657

Inpatient Days
Alabama 8257 8Ge6 810y 798| 775
435] 461 450

T 485] 493] 400

Inpatient Days by Ownership

Cutpatient Visits

Outpatient Visits by Ownership 484 N

Elospitaf Trends Arkansas 61| 7811 756| 780| 766! 746| 722| 692
e 95,2006 'Callforma B R R ot B S e
Hospitals by Ownership, 1999-2006 Colorado 480| 459 483] 4951 a67| 451| 454
Beds. 1999.2006 | .connectmm B e il s B e s St
Beds by Ownership, 1999-2006 _Delaware ,,,A,é__5.4_v e e T 2
Admissions, 1899-2006 | .
Admissions by Ownership, 19992006 ,D‘S“‘c‘ °f °°’“'“b‘a 1,896,1,577,1,57811,64511,623,1,77111,711}1,674
ER Visits, 1999-2006 (Florida . T37] 7071 7041 737; 704, 696 696) 689
ER Visits by Ownership, 1999-2006 Georgia ... ..1..722] 556 653] 67 683, 678] 666,
Inpatient Days, 1999-2006 Hawaii 699, 718 3]..853; 694] 670 658
Inpatient Days by Ownership, 1999-2006 1daRO b 292) S1S1 516 4 4791..352| 463
Outpatient Visits, 1999-2006 Ilinois 658 661 647 632
Qutpatient Visits by Ownership, 1999-06 In_d?ana - - 547 6521 601{ 603

et Vet o B R

Mandatory Quality Reperting Requirement

Kansas 773 7747 754 735

Hospital-Based Infection Reporting Req.

. ) K 823 817 811 770
ONursingHomes LT

Number of Nursing Home Residents Louisian 799 8563 755| 838

Residents by Primary Payer Source Maine o 679 6241 643| 648

Number of Nursing Homes Maryland 564 573} 570 565

Nursing Homes by Ownership Type Massachusetts 674 691¢f 682 689

Number of Nursing Home Beds Michigan 620 6221 635 618

Beds by Cerfification Category .anes‘)ta.u..... 829

Number of Speciai Care Beds Mlss’ss’pp' 1,05311,028
Nursing Home Occupancy Rates

786] 784| 767
955| 921| 93t
2
1,125{1,095] 1,030
e e
526|525

762
1,157
1,028
3 488

Mlssoun
Nurse Hours per Resident Day

Avg # of Nursing Home Deficiencies

Nebraska

% of Homes wf Serious Deficiencies

d
% of Nursing Homes with No Deficiencies ..'.Yeva A

http://www.statehealthfacts.org/comparetable.jsp?ind=402&cat=3 - 07/01/2008
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Choose a d[fferent category
Provxders & Serv:ce Use
Outpatient Visits per 1,000 Population, 1999-2005
Providers & Service Use 5]
9?057:&5 o Bar Graph : Table | Map i Map & Table
otal Hospitals
Hospitals by Ownership Rank by: State name (alphabetical) ¢
Beds Rank Order: & ¥
Beds by Ownership
Admissions
Admissions by Ownership
Emergency Room Visits § 1999 ] 2000 | 2001 i 2002 ; 2003 ; 2004 i 2005 ] 2006
Emergency Room Visits by Ownership United States 11,817]1,848]1,8801,932]1,937]1,946]1,971]2,007 ;qo(o
mpatfem pays . Alabama 1,793|1,78911,743{2,243/1,97611,826|1,659|1,748
tnpatient Days by Ownership : [RUUUDINPRIY Ittt Bt Svcdt - .
Outpatient Visits ,A,'?*.""‘..a .. |1,6662,025,2,193;2,085 2,2272,023|2,513 2,621
Cutpatient Visits by Ownership Anzona .1’0344 . .1 202; 942 1'138 1’06..‘3,
FlHospital Trends 1,550|1,64511,669)1,7881,68011,761}1,791) 1,810
Total Hospitals, 1999-2006 1 351 1 355 1,324 1,356 1,488
Beds, 1999-2006 Commecticut  12,077]1,074 1,891 WWW"1,968" "2 002{2,041 2,225
Beds’ b‘,{ Ownership, 1999-2006 ADeIaware ] B 788 2471 2 o B B
miions by Ownrs, 1685.200 Disic of olumbla 2,66512,330 2,478 2,681 12,649 2,933 2,934 2,745
ER Visits, 1999-2006 .F"’”da It 304., 1,296 }.'.?..8..? 1,25511,260
ER Visits by Ownership, 1999-2006 Georgia  11,39211,366,1,43111,461,1,481,1,50211,511) 1,475
Inpatient Days, 1999-2006 Hawalt ~  12,05512,034/2,5861,583]1,536 1,471 1,499 1,473
Inpatient Days by Ownership, 1999-2008 Haho e | 127431 1,660 11,
Qutpatient Visits, 1999-2006 2,152:12,229 2,2”50 2,314
Outpatient Visits by Ownership, 1999-06 2,4192,491|2,626 2,621
EMedical Errors 3,309 | 3,280 |3,405] 3,463
Mandatory Quality Reporting Requirement " Kansas 1,893 " o 21 84 2.14412.163|2,230
| Hcsp'ﬁa;_Based Infection Reporting Req. .KentuCK; e o sl EUL L Bt B e Egit
ENursing Homes . LT ;s
Number of Nursing Home Residents Louisiana ok 2 {176 2,40912,303}12,176:2,324 o
Residents by Primary Payer Source Maine 272 5.00813.191] 3,065 13,108 = B[ lc
Number of Nursing Homes Maryland 1,149 1,;83 1,24611,208 1,251
Nursing Homes by Ownership Type Massachusetts | 2,544 3,05812,971|2,932 3,037
Number of Nursing Home Beds Michigan 12,268 2,695 2,745 |2,589 | 2,784
Beds by Certification Category anesotéme“'i“,ﬂég.f 1,81411,870|1,842|1,961 "
Number of Special Care Beds Mississippi T 240 1,436/ 1, 1,38711,453|1,407 | 1,455
Nursing Home Occupancy Rates
AR :is::;r; e 2RO
) o 2,11612,2602, 213 2,296
% of Homes w/ Serious Deficiencies -t e
% of Nursing Homes with No Deficiencies 1,019 1'04 8L 083 i 958

hitp://www statehealthfacts.org/comparetable.jsp?ind=404&cat=38 07/01/2008
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STATE OFf MARME
DmiGo HEALTH AGENCY ihi
211 WATER STREET, §3 STATE HOUSE STATION B u rke = EXh I blt 7

AUGUSTA, MANE 04333-0033

Jouy Brias Baroac . KARYNLER HARRINGTON

COYERROR ENRCETIVE DNRIUTOR
TO: Joint Commiftiee on Insurance and Financial Services
FROM: Karyniee Harsington, Dirigo Health Agency

CC: Trish Riley, Governor's Office of Health Policy and Finance
. Dr, Robert McAfes, Chalr of the Dirigo Health Agency Board of D;rectors
Colleen MeCarthy Reid, £sq.

%5
DATE: Saermebs 24, 2008
RE: Celleen McCarthy Reid's January 15, 2008 e-mait specific to follow up questions from the

Committee on Insurance and Financial Services.

Please find cutlined below the specific question Colisen raised in her Janhuary 15, 2008 e-mai} along with
the Agency's response. Once yous have had a ¢hance to review please do not hesitate to contact me with
additional questions.

1. What are the CY 2007 administrative/operating costs for the agency? What is the Maine Quailty
Forunt's operating expenses?

Rasponse: The Agency's (Agency includes quality and access} CY2007 operaling costs totaled
$3,728,226 of which $304,333 is specific to the costs assodlated with the Quallty Forum,

2. Please provide the average per member per month enroliee share.

Response: The average per member per month member/employee shars of monthly coverage cost
in CY2007 is $191.87.

3. Please providé more information on the subsidiss provided to smalt groups. What is the tofal
number of subsidized smali groups v. non-subsidized?

Response: As of December 2007 there are 713 smalt employers (defined as employers with 2-50
employeas) participating in DirigoChoica of which 175 small employer groups do not have
employess/dependents efigible for subsidy and 5§38 smalt employers groups do have
smployees/idependents eligible for subsidy.

4. The total percentage of un/underinsured is listed as 60.6%. If passible, please provide a
breakdown of percentage uninsured and percentage underinsured.

Response: The breakdown of the 60.6% reported in the December 2007 Monthly Numbers report
reflects the percentage of unfunderinsured DirigoChoice members through June 2006 (as note
number five In the repart indicates) Is as follows. 34.81% previously uninsured; 25, 79%
underinsured.

5. Please provide a copy of the Agency’s contract with Harvard Pilgrim Health Care.

Response: A hard copy of the Dirigo Heaith Agency-Harvard Piigrim Health Care Group Health
Insurance Agreement has been forwarded to you via interoffice mail.

PuoN; {207) 287-9900 Fax: (207) 287.9922 WERSITE: WWW . DIRIGOHEALTH.MAINE.GOY




- DRAFT - EXHIBIT 4
Attachment lla Burke - Exhibit 8
Review of Aggregate Measurable Cost Savings
Uninsured/Underinsured Initiative
Available Savings Calculation for Calendar Year 2007
Dirigo Population
I. Enrollment Assumptions Total Previously  Previously
Dirigo Uninsured Underinsured {Notes & Calculations

(1}|Projected CYQG7 Member Months 170,224 Per Attachment (lla

(2}]% Previously Uninsured/Underinsured 0.302 0.258 |see Muskie, p. 10

(3}|% Months Uninsured/Underinsured 0.584 0.584 [Per Attachment llla

{4)|Adjusted CYQ7 Member Months 170,224 29,974 25,620 J(1)x (2) x(3)

Il. Development of Increased Payments to Providers
(5)|Cost Relative to Fully Insured 55% 80%|Per Attachment illa
Prior to Dirigo

(6)|CY06 Allowed Annual Cost $4,403.24  $2,719.09 $3,955.04 |insured PMPM x (5)

(7)|Paid by Plan $3,016.23 $0.00 $2,570.77 |(6)x (24)

(8)|Paid by Other Sources $155.41 $679.77 $237.30 |(6) x (25)

(9)|Paid by Member $828.88  $1,006.06 $791.01 |(6) x (26)
(10)|Net Paid to Provider $4,000.52 $1,685.83 $3,599.08 |(7) + (8) + (9)
(11)|Uncompensated $402.72  $1,033.25 $355.95 K(6)-(10)
(12)|Induced Utilization 1.500 1.200 |Per Attachment Illa

In Dirigo
(13)]CY06 Allowed Annual Cost $4,761.69 $4,078.63 $4,746.04 [(14)/(27)
(14){Paid by Plan $3,760.67 $3,221.21 $3,748.31 |Total Dirigo Experience (a)
(15)|Paid by Member $761.87 $652.58 $759.37 |(13)x (28)
(16)|Net Paid to Provider $4,522.54  $3,873.79 $4,507.68 |(14) + (15)
(17)|Uncompensated $239.15 $204.85 $238.37 |(13)- (16)
Estimated Increase in Payments to Providers
(18)|CY06 Annual Increase $522.02 $2,187.95 $908.60 [(16) - (10)
(19)|Years of Trend 1 1 |Per Attachment llla
(20){Trend 7% 7% |Per Attachment llla
(21)]CY07 Annual Increase $558.56  $2,341.11 $972.20 |(18) x (1 + (20)) » (19)
(22)|CY07 PMPM $46.55 $195.09 $81.02 [(21)/12
(23)|CY07 Dollars $7,923,333 $5,847,698  $2,075,634 |(22) x (4)
Source of Payments to Providers
Prior to Dirigo
(24)| Plan 0% 65%]Per Attachment llla
(25)| Other Sources 25% 6% ]|Per Attachment lila
(26)] Member 37% 20% |Per Attachment llla
In Dirigo
(27)| Plan 79% 79%|Per Attachment Illa
(28)] Member 16% 16% |Per Attachment llla

(a) Incurred CY06 Dirigo experience, per the Report to the Dirigo Health Agency - Dirigo Health: Aggregate Measurable
Cost Savings (AMCS) for Year 3, July 3, 2007, schramm-raleigh Health Strategy, Appendix H.

C:\Jackfiles\CLIENT\MAH\Wworking models\Uninsured&Underinsured Model w adj.xls (Dirigo) Jack Burke 7/24/2007 12:56 AM
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Attachment lia
Review of Aggregate Measurable Cost Savings
Uninsured/Underinsured Initiative
Available Savings Calculation for Calendar Year 2007

Dirigo Population

EXHIBIT 4

Burke - Exhibit 8

(29)

(30)

lila. Development of CYO07 Variable Expenses for Uninsured

Additional

Allowed Variable
Type of Service Allocation (a) PMPM (b) % Variable (c) Expenses |Calculations
Inpatient 20.9% $25.32 40.0% $10.13
SNF 0.2% $0.20 40.0% $0.08
Outpatient 33.6% $40.68 40.0% $16.27
Physician: Lab/Pathology 1.5% $1.85 40.0% $0.74
Physician: Radiology 2.8% $3.37 40.0% $1.35
Physician: DME 0.6% $0.74 98.0% $0.73
Physician: Other 22.8% $27.60 40.0% $11.04
Prescription Drugs 17.7% $21.47 98.0% $21.04
Total 100.0% $121.23 $61.37

Total Variable Expenses for Uninsured

$1,839,512 |(29) x (4)

(32)

Hb. Development of CY07 Variable Expenses for Underinsured

Additional

Allowed
Type of Service Allocation (a) PMPM (b) % Variable (c)
Inpatient 20.9% $14.73 40.0%
SNF 0.2% $0.12 40.0%
Outpatient 33.6% $23.67 40.0%
Physician: Lab/Pathology 1.5% $1.08 40.0%
Physician: Radiology 2.8% $1.96 40.0%
Physician: DME 0.6% $0.43 98.0%
Physician: Other 22.8% $16.06 40.0%
Prescription Drugs 17.7% $12.49 98.0%
Total 100.0% $70.53

Total Variable Expenses for Underinsured

Variable
Expenses
$5.89
$0.05
$9.47
$0.43
$0.78
$0.42
$6.42
$12.24

$35.71

$914,793 [(31) x (4)

(33)

Total Variable Expenses for Uninsured and Underinsured

$2,754,305 [(30) + (32)

(34
(35)
(36)

-

IV. Total CY07 Available Savings

Tdtal Increase in Payments to Providers
Total Variable Expenses
Total Available Savings

$7,923,333 |(23)

$2.754,305 }(33)
$5,169,027 |(34) - (35)

(a) Based upon Dirigo CY 2006 experience.
(b) Line (13) - Line {6), trended to 2007 for Total Dirigo.
(c) Per Attachment llla.

C:\Jackfiles\CLIENT\MAH\working models\Uninsured&Underinsured Model w adj.xls (Dirigo) Jack Burke 7/24/2007 12:56 AM
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EXHIBIT 4
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- Preliminary Draft -

- Not Yet Thoroughly Checked -
Attachment lib

Review of Aggregate Measurable Cost Savings
Uninsured/Underinsured Initiative
Available Savings Calculation for Calendar Year 2007

MaineCare Expansion

l. Enrollment Assumptions Total Previously
MaineCare Uninsured Notes & Calculations
(1)}Projected CY07 Member Months 61,206 Per Attachment llb
(2){% Previously Uninsured 0.570 {Muskiek p. 12
(3)}{% Months Uninsured 0.584 |Per Attachment lllb
(4)iAdjusted CYQ7 Member Months 61,206 20,363 {(1)x (2) x (3)
Il. Development of Increased Payments to Providers
(5){Cost Relative to Fully Insured 55% |Per Attachment llib
Prior to MaineCare
(6)]06-07 Allowed Annual Cost $2,077.43 $1,343.77 |insured PMPM x (5)
(7)|Paid by Plan $1,467.32 $0.00 |(6) x (24)
(8)|Paid by Other Sources $111.77 $335.94 |(6) x (25)
(9)|Paid by Member $279.54 $497.19 |(6) x (26)
(10)|Net Paid to Provider $1,858.63 $833.14 |(7) + (8) + (9)
(11)|Uncompensated $218.80 $510.83 |(6) - (10)
(12})]Induced Utilization 1.500 |Per Attachment llib
In MaineCare
(13)[06-07 Allowed Annual Cost $2,300.97 $2,015.65 [(14)/ (27)
(14)|Paid by Plan $2,070.87 $1,814.09 |{Total MaineCare Experience (a)
(15)|Paid by Member $161.07 $141.10 }(13) x (28)
(16)|Net Paid to Provider $2,231.94 $1,955.18 }(14) + (15)
(17)|Uncompensated $69.03 $60.47 {(13)-(16)
Estimated Increase in Payments to Providers
(18)|06-07 Annual Increase $373.30 $1,122.05 [(16) - (10)
(19)|Years of Trend 0.75 |Per Attachment ilib
(20)|Trend 0% |Per Attachment lilb
(21)]CYO07 Annual Increase $373.30 $1,122.05 [(18) x (1 + (20)) * (19)
(22)ICY07 PMPM $31.11 $93.50 [(21)/12
(23)}CY07 Dollars $1,904,034 $1,904,034 |(22) x (4)
Source of Payments to Providers
Prior to MaineCare
(24)| Plan 0% |Per Attachment illb
(25)| Other Sources 25% {Per Attachment lilb
(26)] Member 37%]|Per Attachment Illb
In MaineCare
(27)| Plan 90% |Per Attachment ll1b
(28)] Member 7% |Per Attachment Illb

(a) Incurred 4/06 - 3/07 MaineCare experience, per the Report to the Dirigo Health Agency - Dirigo Health: Aggregate
Measurable Cost Savings (AMCS) for Year 3, July 3, 2007, schramm-raleigh Health Strategy, Appendix H.

C:\Jackfiles\CLIENT\MAH\working models\Uninsured&Underinsured Model w adj.xls (MaineCare) Jack Burke 7/24/2007
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- Preliminary Draft - EXHIBIT 4

- Not Yet Thoroughly Checked - -
_ Attachment lib , Burke - Exhibit 8
Review of Aggregate Measurable Cost Savings
Uninsured/Underinsured Initiative .
Available Savings Calculation for Calendar Year 2007

MaineCare Expansion

lll. Development of CY07 Variable Expenses for Uninsured
Additional
Allowed Variable
Type of Service Allocation (a) PMPM (b) % Variable (c) Expenses |Calculations
Inpatient 18.9% $10.58 53.0% $5.61
SNF 0.1% $0.08 53.0% $0.04
Outpatient 30.4% $17.01 53.0% $9.01
Physician: Lab/Pathology 1.4% $0.77 50.0% $0.39
Physician: Radiology 2.5% $1.41 50.0% $0.70
Physician: DME 0.6% $0.31 98.0% $0.30
Physician: Other 20.6% $11.54 50.0% $5.77
Prescription Drugs 25.5% $14.29 98.0% $14.00
(29)| Total 100.0% $55.99 $35.83
(30)| Total Variable Expenses for Uninsured $729,661 [(29) x (4)
IV. Total CY07 Available Savings
(31){Total Increase in Payments to Providers $1,904,034 |(23)
(32)| Total Variable Expenses $729.661 ((30)
(33)|Total Available Savings $1,174,373  |(31) -(32)

(a) Based upon Dirigo/MaineCare CY 2006 experience.
(b) Line (13) - Line (6), trended to 2007 for Total MaineCare.
(c) Per Attachment lllb.

C:\Jackfiles\CLIENT\MAH\working models\Uninsured&Underinsured Model w adj.xls (MaineCare) Jack Burke 7/24/2007
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A Snapshot of the Program’s Early Adopters:

April 1, 2005 — August 31, 2005

Prepared by:

Taryn Bowe
Deborah Thayer

Institute for Health Policy
Muskie School of Public Service
University of Southern Maine
Portland, Maine

August 2006




Burke - Exhibit 8

“small business members/sole proprietors heard about DirigoChoice through an insurance agent,
and 14.1 percent learned of the program through another source, such as a health care provider,
family member, friend or colleague.

Prior Health Insurance Status

One of the goals of DirigoChoice is to increase access to affordable health care and decrease the
number of uninsured within the state of Maine. In order to get a clearer picture of the types of
Maine citizens that are selecting DirigoChoice, respondents were asked about their prior
insurance status, specifically whether or not they were covered by any health insurance plan,
including HMOs, government plans, or MaineCare, at the time they enrolled in DirigoChoice.

Insurance Status During Prior Year

Because an individual’s insurance status is often dynamic, respondents were asked to report on
their coverage for the entire year preceding DirigoChoice enrollment. Two survey questions were
used to determine (a) the number of respondents who were insured when they enrolled in
DirigoChoice, but who were without health insurance some time during the previous year and (b)
the number of respondents who were uninsured at the time they enrolled in DirigoChoice, but had
access to coverage some time during the previous year. The results are shown in Table 4.

For those who enrolled in DirigoChoice as an individual, half (50.2 percent) were insured for the
full 12 month period preceding enrollment and half (49.8 percent) were uninsured or insured for
only part of the year. For small business members and sole proprietors, rates of prior insurance
were higher. Nearly two thirds (63.0 percent) of small business members and sole proprietors
were insured for the entire year prior to enrollment, while 37.0 percent were uninsured or only
insured for part of the year.

Table 4: Insurance Status of Respondents during the Year Prior to DirigoChoice
Enrollment (N=1737)

Respondents
Insurance Status During the Entire Individuals Small Business/Sole Prop. All Respondents
Year Prior to Enrollment N=964 N=773 N=1737
Freq. Percent Freq. Percent Freq. Percent
Insured for entire year 484 50.2 487 63.0 971 55.9
U;;::ured at some time during prior 480 498 286 370 766 44.1
- Insured at enrollment, but
uninsured at some time during 75 7.8 56 7.2 131 7.5
prior year ‘
- Uninsured at enrollment, but
insured at some time during 173 17.9 69 8.9 . 242 13.9
prior year
- Uninsured for all of the previous 232 241 161 20.8 393 226
12 months
Total 964 100.0 773 100.0 1737 100.0
Note:

i. A small number of don’t know and not applicable responses were not included when calculating percentages.
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Insurance Status at Time of Enrollment

The survey also gathered information on the insurance status of respondents and their dependents
at the time of DirigoChoice enrollment. These results are shown in Table 5. For those who
enrolled in DirigoChoice as an individual, 57.7 percent said they were covered by health
insurance at the time of enrollment, while 42.1 percent reported being uninsured at this time. For
small business members and sole proprietors, levels of prior insurance were significantly higher
with 70.2 percent of these respondents citing coverage at the time of enrollment and 29.7 percent
reporting that they were uninsured at this time.

Dependent Insurance Status

Compared with respondents, a larger portion of dependents had health insurance at the time of
enrollment. Of the 338 dependents associated with individual contract holders, 70.7 percent had
health insurance at the time they enrolled in DirigoChoice, while 29.3 percent were uninsured at
this time. Of the 663 dependents associated with small business members and sole proprietors,
79.2 percent were insured when they enrolled in DirigoChoice, whereas 20.5 percent were
uninsured at this time. One explanation for the higher rate of prior insurance among dependents
is that respondents with dependents were more likely to have been insured at the time of
enrollment than respondents without dependents. [The results of this analysis can be found in
Table B-1 in the Appendix.]

Table 5: Insurance Status of Respondents and Dependents at the
Time of DirigoChoice Enrollment (N=2748)

Respondents Dependents Total Enrollees
Insurance Represented by Survey
Status at the Small Small ]
Time of Individuals Business/Sole Individuals Business/Sole | Individuals Small Business
Enrollment N=969 Prop. N=338 Prop. Ne13o7 90l Prop

N=778 N=663
Percent Percent Percent Percent Percent Percent

Insured 57.7 70.2 70.7 79.2 61.1 74.3
Uninsured 42.1 29.7 29.3 20.5 38.8 25.5
DK or NA 0.2 0.1 0.0 0.3 0.2 0.2
Total 100.0 100.0 100.0 100.0 100.0 100.0
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Prior Insurance Status by Discount Group

Further analysis reveals that respondents and dependents from lower income groups were more
likely to have gone without insurance during the 12 months prior to DirigoChoice enrollment
when compared with enrollees who came from the highest income group, where no DirigoChoice
discount is applied. About 43 percent of enrollees (respondents and dependents) who received
discounts through DirigoChoice were uninsured at some point during the year prior to enrollment
compared with 30.7 percent for enrollees for whom no discounts are applied. Table 6 presents
these results.

Table 6: Percentage of Respondents and Dependents who were Uninsured during the Year
Prior to DirigoChoice - by Discount Level (N=2669)'

Rates of Uninsurance in Year Prior to DirigoChoice

Subsidized Non-Subsidized Total
(Discount Groups A-E) (Discount Group F)
Frea. % Freq. % Freq. %
Respondents 659 46.8 107 325 766 44.1
Dependents” 268 34.7 43 27.0 311 334
Total Enrollees 927 42.5 150 30.7 1077 404

Notes:

i. A small number of don’t know and not applicable responses were not included when calculating percentages.

ii. Dependents that were uninsured some time during the 12 months prior to enrollment may be understated. Fifty-
nine dependents who were insured at enrollment were not assigned to a category because the respondents
associated with these dependents were administered an earlier version of the survey in which they were not
asked to comment on their dependents insurance status during the 12 months prior to enroliment.

Prior Health Insurance Type

Respondents who were insured at the time they enrolled in DirigoChoice were asked to specify
their prior insurance type. In addition, respondents with one or more dependent currently
enrolled in DirigoChoice were asked to indicate their dependents’ prior insurance coverage if
their dependents were covered at the time of enrollment. This information was elicited from
respondents to better understand the types of health plan coverage DirigoChoice enrollees switch
from, as well as the components of DirigoChoice that might be attractive to persons who are
already insured.

About 74 percent of respondents who were insured at the time of enrollment reported that their
prior insurance was through a private health plan. Approximately sixty percent were insured by
Anthem/Blue Cross/Blue Shield, while 7.7 percent and 2.2 percent were covered by Aetna and
Cigna respectively. An additional 4.4 percent were covered by MegalLife, the health plan offered
through the National Association for the Self-Employed (NASE).

Individuals and members of small businesses who were insured by private insurers at the time of
enrollment (N=936) were asked whether their prior coverage was obtained through an employer.
Approximately forty percent of these respondents said that their prior coverage was obtained
through an employer, and of this group (N=380), 59.5 percent said that the employer who
sponsored their previous health plan was the same as their current employer.

2 All respondents that specified that they were covered by MegaLife or NASE were assigned to this category.
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