STATE OF VERMONT

To:

Governor Peter Shumlin; House Speaker Shap Smith; Senate President Pro
Tempore John Campbell

From: Jeb Spaulding, Secretary of Administration; Stephen Klein, Legislative Chief
Fiscal Officer
Date: February 6, 2014
Re:

Updated cost estimates for Administration’s Act 48 proposal as estimated by
UMASS/Wakely

The Administration and the Legislature have a long history of working collaboratively to
come to consensus agreement on revenue and cost estimates. For example, this is done
annually in the revenue forecasting process and for many individual bills to facilitate the
work of both bodies when making policy choices. Given this long-standing practice, the
Administration and the Legislature have worked to create a consensus revenue estimate
that can serve as a guide for discussion as each body considers development of financing
plans for Green Mountain Care that would further implement Act 48 of 2011.

The Shumlin Administration contracted with the University of Massachusetts (UMASS)
and the actuarial firm Wakely Consulting Group (Wakely) to carry out an initial financing
estimate for Green Mountain Care. The financing estimate was delivered to the Legislature
in January 2013. Recognizing the ongoing need to update that analysis and the advantages
to a consensus approach, the Agency of Administration and the Joint Fiscal Office have
reviewed the UMASS/Wakely cost estimate, adjusting and revising where appropriate to
come to agreement on an updated consensus estimate.

The attachment to this memorandum indicates the consensus agreement that the current
anticipated amount to be financed for Green Mountain Care in 2017 as modeled by the
UMASS/Wakely report, which is designed to lower the costs of the current system, is
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between $1.766 billion to $2.175 billion. A range was used, given the number of issues
that require further analysis. Modifications to the initial UMASS/Wakely estimate fall into
six categories:
1. Changes in the Federal Medicaid match rate assumptions;
2. Potential establishment of plan reserves;
3. Potential risks to provider taxes and other revenue sources currently supporting the
State Medicaid program;
4. Implementation and transition costs;
5. Revenue timing; and
6. Ongoing system investment needs.
Three factors are critical to these estimates:
1. This is an ongoing process that will involve further revisions as new information
and updates to revenue and expense estimates occur. If changes substantially impact
the financing need, it is hoped that a similar consensus process can be put in place
to allow for more effective estimating of public financing needs.
2. An estimated $89 million will need to be raised above normal trend to support
existing Medicaid through FY 2017. While not included in Green Mountain Care
total costs, these funds are necessary to reach the initial funding level the
UMASS/Wakely report assumed would be in place before the advent of Green
Mountain Care.
3. There are a number of policy levers that could impact costs either up or down. For
example, as choices are made relative to benefit levels, populations served and
provider reimbursements, the plan could cost more or less. Some of these policy
levers are listed in the attachment. The UMASS/Wakely financing needs represent
a very specific scenario and benefit plan, including a benefit package of 87%
actuarial value for the Act 48 Green Mountain Care Plan and provider
reimbursements at 105%. Changes to the plan by the Legislature and the
Administration are likely to impact the estimated financing needs.
The attached sheet summarizes the staff’s consensus modifications to the initial
UMASS/Wakely estimates that are being recommended to serve as a set of shared
assumptions that may guide future discussions of the Green Mountain Care financing plan
and future staff work.
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Draft Consensus Cost and Revenue Estimate: Green Mountain Care (GMC) Public Financing
UMASS/Wakely Estimates

+

Adjustments &
Implementation Costs

+ or -

Policy Levers

=

GMC Public
Financing

UMASS/Wakely GMC Cost and Revenue Estimates: The sheet summarizes the staff’s consensus modifications to the initial
UMASS/Wakely estimates. These serve as a set of shared assumptions to guide future work and discussion. This is an ongoing
process which will involve further revisions as new information and updates to revenue and expense estimates occur.
CY 2017 UMASS/Wakely GMC System Cost & Revenue Estimates
(All estimates in Millions)
Total System Costs
Revenue Sources
Federal: Medicare
Federal: Medicaid Match
Federal: ACA
Federal: Other
Assumed Level of State Medicaid Funding
Individuals and Employers (Non-GMC)
Amount to be Publicly Financed
Total Revenue

Cost
5,916

Revenue

1,613
1,247
267
209
637
332
1,611
5,916

Adjustments & Implementation Considerations: Adjustments and implementation costs are issues that must be addressed
prior to GMC financing proposal.
Cost of Care and Implementation Estimates
UMASS /Wakely Public Financing Estimate

FMAP Adjustment
Provider Tax

Other Medicaid Revenue

Reserves
Implementation, Start Up, and Transition
Ongoing Investments

Revenue Timing
Range to be Publicly Financed Based on
UMASS Report Baseline and Adjustments.

Low
High
Estimate Estimate Notes
1,611
1,611
Low estimate based on 20-year trend of FMAP (Federal
Medical Assistance Percentage) changes. High based
21
36
on 10-year trend.
Provider Tax may not continue in GMC. Considered a
0
157 low to moderate risk.
Claims assessment and employer assessment may be
eliminated or reduced in GMC. Based on Governor’s
51
51
recommended budget. Considered high risk.
Reserves calculated as 5% of approximate non-federal
costs. Need for and amount of reserves subject to
0
125 further analysis. See UMASS/Wakely report page 73.
Operations budget for GMC implementation. See
50
150 UMASS/Wakely report page 74.
GMC may have ongoing technology, consultant, and
33
45
staff needs.
First year revenue collection and revenue need may be
Unknown Unknown out of sync. See UMASS/Wakely report page 73.
Updated data and policy choices can and will move
1,766
2,175 this number up and down.

Policy Levers: Policy decisions could either reduce or increase costs for Green Mountain Care.

Policy Levers
Actuarial Value/Plan Metal level

Notes
Actuarial value is the proportion of medical expenses an insurance plan is expected to
cover. The ACA created metal levels for plans, Platinum (90% AV) , Gold (80% AV), Silver
(70% AV), and Bronze (60% AV). Report assumed 87% AV and modeled 80% AV and
100% AV.

Provider Reimbursement Rates

Policymakers may choose to pay higher or lower provider reimbursements than the
assumptions in the UMASS/Wakely report.
Policymakers may choose to exempt some populations, such as Medicare recipients or
federal employees.
Policymakers may change benefits covered. (Vision, dental, or other)

Populations Covered/Secondary
Coverage
Benefit Changes

Changes in Cost Sharing Subsidies Policymakers may revise cost sharing assistance that helps with out of pocket expenses.
Buy-in options
Workers’ Compensation

Policymakers may choose to allow nonresidents employed by VT businesses to purchase
GMC coverage.
Policymakers may choose to merge Workers’ Compensation system into Green
Mountain Care.

