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1. Executive Summary

To advance the principles of health care reform set forth in Act 48 of 2011, the Vermont
legislature passed Act 54 of 2015.1 The law required the Agency of Administration (AOA) to
study the creation of a system of universal primary care for all Vermont residents, regardless of
insurance coverage. Specifically, the legislature required the Secretary of Administration, in
consultation with the Green Mountain Care Board (GMCB) and the Joint Fiscal Office (JFO), to
estimate the cost of providing primary care to all Vermont residents both with and without
patient cost-sharing, beginning on January 1, 2017. 2 Additionally, the report must include the
estimated cost of primary care services without a system of universal coverage, i.e. the status
quo, and the sources of funding for those services.

Act 54, Section 18 required AOA to submit draft estimates to JFO by October 15, 2015.
Following submission of the draft estimates, JFO had six weeks to perform an independent
review and submitted comments back to AOA by December 2. AOA then had two weeks to
respond to the comments by the JFO. This document is the final report prepared by AOA and
submitted to JFO and the legislature on December 16, 2015. The report presents the universal
primary care estimates called for in Act 54 and describes the methodology and assumptions
that form the basis of the estimates. JFO will present their final analysis to the legislature by
January 6, 2016.

What is Universal Primary Care?

Act 54 defines universal primary care (UPC) as a publicly financed program that would provide
primary care services to all Vermonters, regardless of insurance coverage, ensuring that all
Vermonters have access to primary care.> Vermonters would need to maintain additional
coverage for all other health care services in order to maintain minimum essential coverage as
required under the Affordable Care Act. Additional coverage would pay for medical costs
incurred but not covered under universal primary care, according to the covered services and

1 See Appendix A for the complete statutory language of Act 54 (2015), Sections 16-19.

2 “Cost-sharing” is the money paid out-of-pocket for health services by consumers. The cost of health services is
shared in proportion with the insurance plan. Cost-sharing generally includes deductibles, co-insurance, and co-
pays. It does not include monthly premium payments required to maintain coverage. It also does not include the
cost for health services received that are not covered by the insurance plan. For a glossary of health insurance
terms see: http://info.healthconnect.vermont.gov/glossary.

3 Like Green Mountain Care, the primary requirement for universal primary care coverage is Vermont residency.
Resident is defined in 33 V.S.A. 1823(12) as “...an individual domiciled in Vermont as evidenced by an intent to
maintain a principal dwelling place in Vermont indefinitely and to return to Vermont if temporarily absent, coupled
with an act or acts consistent with that intent. An individual shall not be considered to be a Vermont resident if he
or she is 18 years of age or older and is claimed as a dependent on the tax return of a resident of another state.”
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cost-sharing of the plan. Uninsured Vermonters would be covered under universal primary

care, but would potentially remain uninsured for other services.*

The Legislature defined primary care services as,

health services provided by health care professionals who are specifically trained for and

skilled in first-contact and continuing care for individuals with signs, symptoms, or health

concerns, not limited by problem origin, organ system, or diagnosis, and includes

pediatrics, internal and family medicine, gynecology, primary mental health services,
and other health services commonly provided at federally qualified health centers.
Primary care does not include dental services.”

Guided by the legislative definition, AOA and its consultant actuaries identified fifteen
categories of services to be included in universal primary care. Fourteen specialty types were

identified as providers of primary care. The service categories and specialty types are illustrated

in Figure 1 below.

Figure 1: Universal Primary Care Service Categories and Specialty Types

Universal Primary Care Service Categories

eNew or Established Patient Office or Other
Outpatient Visit

e|nitial New or Established Patient Preventive
Medicine Evaluation

eOther Preventive Services
ePatient Office Consultation
e Administration of Vaccine

*Prolonged Patient Service or Office or Other
Outpatient Service

*Prolonged Physician Service

e|nitial or Subsequent Nursing Facility Visit
eOther Nursing Facility

eNew or Established Patient Home Visit

eNew or Established Patient Assited Living Visit
eOther Home or Assisted Living Facility

eAlcohol, Smoking , or Substance Abuse Screening
or Counseling

e All-Inclusive Clinic Visit (FQHCs/RHCs)
eBehavioral Health

Universal Primary Care Specialty Types

eFamily Medicine MD

eRegistered Nurse

eInternal Medicine MD

ePediatrician MD

*Physician Assistant/Nurse Practitioner
ePsychiatrist

*OB/GYN MD

eNaturopath

eGeriatric

eRegistered Nurse - Psychiatric/Mental Health
eSocial Worker

*Psychologist

eCounselor

eCounselor - Addiction

The statutory charge includes “health services commonly provided at federally qualified health

centers.” FQHC services are captured in the definition of primary care through inclusion of the

4 Some uninsured Vermonters may be eligible for, but not enrolled in, Medicaid.
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service category “All-Inclusive Clinic Visit.” The All-Inclusive Clinic Visit represents a full-
spectrum of services that may be provided during a patient encounter, including “enabling
services” not typically provided in other primary care settings. FQHCs do not bill individually for
each service and services that may be included in an FQHC encounter are broader than the
individual services defined as primary care in this study. As a result, we could not quantify the
cost of services in order to extend to all Vermonters. Accordingly, our analysis is conservative
on this issue, because it generally includes a narrower set of primary care services than offered
at Vermont’s non-FQHC primary care practices and billed under a fee-for-service approach.
Further discussion of FQHCs and the methodology used to estimate the cost of their services is
included in the body of the report and recommended for additional analysis.

The Administration made the assumption that Blueprint for Health patient centered medical
home and community health team payments would continue and be integrated into a system
of universal primary care.

How Much Would Universal Primary Care Cost?

Today, primary care is paid for by a combination of payers, both public and private. In general,
primary care services are included in a comprehensive health benefit plan along with non-
primary care services like specialists, hospital care, and emergency care. Universal primary care
would create a system where all residents of Vermont, regardless of employment or other
insurance coverage, would have access to primary care services with limited or no cost-sharing
through a public system. Therefore, the private insurance market and self-insured employers in
Vermont would no longer have to pay for primary care services for most of its members.®
Universal primary care would be publicly funded. Self-insured employers could choose to
continue to cover primary care services as they do today.

The analysis done for this report is based on primary care claim costs for six coverage groups in
Vermont:
e Commercial

e Military
e Federal
e Medicaid

e Maedicare
e Uninsured

5 To be compliant with the ACA, the state would have to receive a waiver under Section 1332 of the Affordable
Care Act in order to remove primary care services from Qualified Health Plans (QHPs).
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Each coverage group is funded by public, private, or a combination of public and private dollars.
Public dollars may be state, federal, or a combination of state and federal.

The statute calls for the study to look at three scenarios for the cost of primary care in 2017:
1. Status quo estimate — without reform
2. Universal primary care reform estimate with member cost-sharing
3. Universal primary care reform estimate without member cost-sharing

Program costs consist of four components. First, the base costs presented here are total
estimated primary care claim costs only. Second, we add an estimated 7% to 15% in additional
administrative costs required to run the program. Third, we estimate the cost of a potential
policy decision to increase primary care provider reimbursement. Fourth, total system costs will
likely be higher when other factors are included. A discussion of recommended future analysis
that may quantify additional costs is summarized below and discussed in more detail in the
body of the report.

The base cost for primary care claims are shown in Table 1a. Total Medicaid claims for primary
care are subtracted because they do not represent new costs to the state.’

Table 1a. Summary of Claim Cost Estimates for Universal Primary Care in 2017, With and Without
Cost-Sharing®

. UPC With UPC Without
Claim Costs Status Quo : !
Cost-Sharing Cost-Sharing
Total Claim
$221,747,000 $220,236,000 $281,929,000
Costs
Paid b
Sy ($107,371,000) ($107,371,000) ($107,371,000)
Medicaid®

Net Claim Costs $114,376,000 $112,865,000 $174,558,000

% Covered by
the payer, on 87% 87% 100%

average

In addition to claim costs, there would be administrative costs to the state required to operate
the program. AOA health care reform staff estimate those costs to be between 7% and 15%.

7 This is the gross Medicaid dollars (state and federal).

8 This methodology results in a cost estimate range for the legislature from status quo to 100% coverage.

9 Wakely assumed a payment rate trend of 1.7 for Medicaid estimates and trended forward three years from 2014
to 2017. If Medicaid grows more slowly the total cost estimate will increase.
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Table 1b shows estimates of the administrative costs that would need to be added on top of
the claim costs of universal primary care.

Table 1b. Administrative Cost Estimates for Universal Primary Care in 2017, 7% - 15%
Administrative UPC With UPC Without
Status Quo . :
Costs Cost-Sharing Cost-Sharing
7% Admin Cost
. $8,006,320 $7,900,550 $12,219,060
(low estimate)
15% Admin Cost
. . $25,746,080 $25,519,430 $34,773,380
(high estimate)

Additionally, policymakers may choose to increase provider reimbursement rates for primary

care as part of a universal primary care system. The Agency of Administration asked our
consulting actuaries to calculate the cost of increasing primary care provider rates by 10%, 25%,
and 50%, in order to illustrate a range of choices for policymakers. Cost estimates for increasing
primary care provider reimbursement are shown in Table 1c.

Table 1c. Provider Reimbursement Increases at 10%, 25%, and 50% above Status Quo'°

Provider : .
. UPC With Cost- UPC Without
Reimbursement

Sharing Cost-Sharing

Increases
10 % increase $25,164,000 $24,838,000 $26,941,000
25% increase $62,709,000 $62,097,000 $67,353,000
50% increase $125,285,000 $124,193,000 $134,705,000

Amount to be Publicly Financed!?

The study estimated that the amount to be publicly financed for a universal primary care
system with member cost-sharing is $113 million in claims. In addition to claim costs,
policymakers would need to finance between $8-$26 million in administrative costs.
Additionally, policymakers may choose to increase primary care provider reimbursement. The

10 The actuaries estimated reimbursement increases two ways 1) fixed cost-sharing and 2) proportionate cost-
sharing. AOA chose to include only the fixed cost-sharing estimates in the executive summary under the
assumption that the fixed cost-sharing scenario is the most likely. Both fixed and proportionate cost-sharing
estimates are presented and described in the body of the report.

11 The amount to be publicly financed reflects the subtraction of Medicaid costs because these are already publicly
financed today. Additionally, there are populations receiving primary care services today that are funded by state
public employers, such as state government, municipalities, and school districts. The study does not quantify these
dollars given that costs and utilization vary among Vermont’s several hundred public employers and it is unclear
how implementation of this program would change overall health care costs for employers.
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actuaries estimated reimbursement increases ranging between 10% and 50% above status quo.
Overall, this means that policymakers would need to finance between $121 million and $138
million to cover the cost of claims and administrative expenses. Additional revenue of $25
million to $124 million would be required to fund provider reimbursement rate increases.

The estimated amount to be publicly financed for a universal primary care system without
member cost-sharing is 5175 million in claims, plus an additional $12-35 million for
administrative costs. Overall, this means that policymakers would need to finance between
$187 million and $209 million to cover the cost of claims and administrative expenses.
Additional revenue of $27 million to $135 million would be required to fund provider
reimbursement rate increases if policymakers choose to increase provider reimbursement 10%
to 50% above status quo in this scenario.

The Administration assumed that under a system of universal primary care providers would be
paid a per member per month (PMPM) rate to cover the primary care needs of a panel of
patients attributed to their practice.'? In addition to total dollar amounts, estimates for
universal primary care claims were calculated as a PMPM. Table 1d illustrates the universal
primary care base claim cost estimates expressed as PMPM. Policymakers could choose to add
provider reimbursement increases to the PMPM rates. Administrative costs are not factored
into the PMPM, because the administrative costs estimated in this study are costs to the state
to run the program and not part of provider payments. An analysis of administrative costs to
providers in a universal primary care system would need further study and estimation.

Table 1d. Summary of PMPM Rates (claims only) for Universal Primary Care in 2017, With and
Without Cost-Sharing

" pwemM | “Stows Quo | UpCWith Cost-Sharng | UPC Withaut CostSharing
$35.14 $34.94 $44.01
$5.30 $5.24 $0.00
$40.44 $40.19 $44.01

% Covered by the 87% 87% 100%

Payer, on average

In addition to estimates for base claim costs, administrative costs, and provider reimbursement
increases, the report recommends further analysis of other implementation costs that we are
unable to quantify in this study. In order to estimate implementation costs and narrow the
range, the legislature would need to make or delegate policy decisions on plan design (such as

12 This assumption was based on the legislative discussion when the study was passed in 2015.
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cost-sharing), provider reimbursement rates, and administration. It is premature to estimate
implementation costs without an operational plan developed by the state agency that would
implement the program. In addition, the time and resources allocated to this study were
insufficient to do this work. Any costs identified by future analysis would represent additional
revenue to be raised.

Recommended Future Analysis
The analysis presented here is for claims costs only, with an additional estimated range for
administrative costs and possible provider reimbursement increases. Additional analysis is
required in order to calculate the full cost of implementing and operating a universal primary
care program. Recommended future analysis includes:

e Public financing plan

e Economic analysis of the financing plan

e Legal and waiver analysis

e Operational plan

e Plan design
The public financing plan and economic analysis are similar to the studies submitted for Green
Mountain Care in January 2015. Further legal analysis is required to ensure compliance with
federal law, including a complete analysis of any federal waiver requirements or necessary
coordination with existing waivers, and an ERISA analysis.’3 A system of universal primary care
would also require development of plan designs; a system to determine provider
reimbursement; and a number of additional analyses that may affect the cost estimates or
financing plan. Based on stakeholder feedback, the legislature may also choose to do further
analysis to adjust the primary care covered services and provider types assumed in this report.
Specific recommendations for further analysis are described in Section 4.

2. Universal Primary Care: Definition and Key Assumptions

Definition of Primary Care
In Act 54, Section 17, the legislature defined primary care as follows:

As used in Secs. 16 through 19 of this act, “primary care” means health services provided
by health care professionals who are specifically trained for and skilled in first-contact

13 ERISA is the Employee Retirement Income Security Act of 1974, “a federal law that sets minimum standards for
most voluntarily established pension and health plans in private industry to provide protection for individuals in
these plans,” U.S. Department of Labor ERISA page: http://www.dol.gov/dol/topic/health-plans/erisa.htm.
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and continuing care for individuals with signs, symptoms, or health concerns, not limited
by problem origin, organ system, or diagnosis, and includes pediatrics, internal and
family medicine, gynecology, primary mental health services, and other health services
commonly provided at federally qualified health centers. Primary care does not include
dental services.

The Agency of Administration’s methodology and recommendation for defining primary care is
described in this section. The final claim cost estimates for universal primary care were
determined using the primary care services and the primary care providers defined here.

The first step was to review the statutory definition and translate the statutory definition into a
set of Current Procedural Terminology (CPT) codes and provider types that could be used for
the cost analysis.

Through a competitive bidding process, AOA retained Wakely Consulting (Wakely) to perform
the analysis needed to define primary care and develop cost estimates. To inform the definition
and methodology, AOA health care reform staff and actuaries from Wakely consulted with
subject matter experts from the Green Mountain Care Board, Blueprint for Health, Joint Fiscal
Office, and Policy Integrity LLC, a health care consultant to the state. AOA consulted with
various providers, including Dr. Deborah Richter, as well as Bi-State Primary Care Association on
behalf of FQHCs and primary care health clinics. AOA collected additional information and
received feedback from additional stakeholders by participating in the Green Mountain Care
Board’s Primary Care Payment Work Group.'#

To align this study with past and ongoing work on primary care in Vermont, Richard Slusky,
Payment Reform Director at the Green Mountain Care Board, and Dr. Craig Jones, Director of
the Blueprint for Health, provided information about other efforts in Vermont to define primary
care services. From those interviews AOA collected two separate but similar lists of primary
care codes and descriptions.

AOA and Wakely compared these initial code sets to other primary care definitions and refined
the codes based on the statutory language. Wakely’s analysis included the primary care code
set developed by the federal government for the Affordable Care Act (ACA) Enhanced Primary

1 The scope of the Primary Care Payment Work Group is to focus on how best to design and implement a primary
care capitation model. While their objective is different than the charge of the UPC study, the group is also focused
on developing an operational definition of primary care services and providers. The group consists of stakeholders
including providers, ACOs, the hospital association (VAHHS), Blueprint, Bi-State Primary Care Association, BCBS-VT,
MVP, as well as consultants working with the GMCB. AOA will work with GMCB staff to provide a comparison of
the definitions once the Primary Care Payment Work Group has completed its work.
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Care Payment Program, commonly known as the ACA primary care “bump.”? In addition,
Wakely included primary mental health care and gynecology services, as called for in the
statute. 1® A draft code set was developed through these efforts.

Wakely used Vermont’s all-payer claims database, called the Vermont Health Care Uniform
Reporting and Evaluation System (VHCURES), to develop the estimates as described in
Appendix C.17 After the initial analysis, Wakely identified additional services in VHCURES that
showed a high dollar amount being paid to primary care providers, but were not included on
any of our other code lists, to allow us to evaluate whether or not those services should be
considered primary care. A few examples include skilled nursing care in a home health or
hospice setting, colonoscopies, newborn services, and labs. Additionally, the actuaries
compared Vermont’s preliminary primary care services code set to the firm’s past primary care
services work to determine its appropriateness and to identify potential gaps in services. 8

Figure 1 below illustrates the definition of primary care used in this study based on the
statutory definition, AOA research and consultation, and the advice of our actuaries. The
definition encompasses fifteen categories of primary care services developed by Wakely to help
summarize the list of detailed CPT codes. Wakely identified fourteen specialty types that
provide a significant amount of primary care services as part of their practices or provide care
specifically required by the statute.

15 http://www.vtmedicaid.com/Downloads/forms/Website%20Text _Pysicians Final%2012-21-12%5B1%5D.pdf
16 AOA provided Wakely with the code set developed by Vermont’s Department of Financial Regulation (DFR) to
enforce parity in cost-sharing for primary mental health services. http://www.dfr.vermont.gov/reg-bul-
ord/guidelines-distinguishing-between-primary-and-specialty-mental-health-and-substance.

17 http://gmcboard.vermont.gov/vhcures

18 See Appendix C for Wakely methodology.
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Figure 1: Universal Primary Care Service Categories and Specialty Types

Universal Primary Care Service Categories

eNew or Established Patient Office or Other eFamily Medicine MD
Outpatient Visit *Registered Nurse

elnitial New or Established Patient Preventive eInternal Medicine MD
Medicine Evaluation ePediatrician MD

*Other Preventive Services Physician Assistant/Nurse Practitioner
e Patient Office Consultation «Psychiatrist

e Administration of Vaccine *OB/GYN MD

*Prolonged Patient Service or Office or Other
Outpatient Service

*Prolonged Physician Service

elnitial or Subsequent Nursing Facility Visit
eOther Nursing Facility

eNew or Established Patient Home Visit

*New or Established Patient Assited Living Visit
eOther Home or Assisted Living Facility

eAlcohol, Smoking, or Substance Abuse Screening or
Counseling

e All-Inclusive Clinic Visit (FQHCs/RHCs)
eBehavioral Health

eNaturopath

eGeriatric

eRegistered Nurse - Psychiatric/Mental Health
eSocial Worker

*Psychologist

eCounselor

eCounselor - Addiction

See Appendix C for Wakely’s complete list of codes and a detailed explanation of their
methodology for determining the primary care services and providers for a universal primary
care program.

Federally Qualified Health Centers (FQHCs) and Rural Health Clinics (RHCs)

FQHCs are federally designated health centers that serve an underserved area or population,
offer a sliding fee scale, provide comprehensive care and enabling services, and have an on-
going quality assurance program. FQHCs receive encounter-based reimbursement from
Medicare and Medicaid that covers all FQHC services, including enabling services, in a single
bundled payment.'® RHCs are federally designated and receive encounter-based
reimbursement to ensure access to care in rural areas, but RHCs are not necessarily obligated
to provide enabling services of the scope and variety the FQHCs must offer.2°

The statute calls for the universal primary care system to cover “health services commonly
provided at federally qualified health centers.” This implies that all FQHC services would be
available to all Vermonters under a universal primary care program. FQHCs provide a wide
range of primary and preventive services, often including mental health care, vision and social
services, public health interventions, intensive case management, interpretation,
transportation, and other mechanisms that link patients to preventive medicine and necessary

19 https://www.ruralhealthinfo.org/topics/federally-qualified-health-centers
20 http://www.hrsa.gov/healthit/toolbox/RuralHealthITtoolbox/Introduction/qualified.html
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treatment. While AOA and its consultants were able to determine the cost of covering FQHC
services at FQHC centers at this time under the current system, we did not have the
information or resources to determine the need and distribution of these enabling services for
the entire population of Vermont.

AOA and its consultants also did not have enough information to determine the actual cost of
these enabling services and other care provided by FQHCs in order to apply these benefits to
Vermont’s entire population. The majority of FQHC services are billed under Medicare and
Medicaid under a bundled encounter code called an “All-Inclusive Clinic Visit.” This means that
the health center bills most services provided to a patient in one day under one encounter and
then the health center is reimbursed a pre-established set rate for the total encounter. ?! The
encounter payment is the same, regardless of the scope and intensity of services provided.
Bundled encounter-based payments account for the majority of health care revenue for FQHCs
in Vermont. The remainder comes from services billed outside of an encounter code, mostly
from patients who use FQHCs/RHCs and have commercial insurance. Most commercial
payments in Vermont are billed and paid under traditional fee-for-service, not bundled
payments. Because traditional fee-for-service CPT codes do not capture enabling services, and
most commercial insurers do not cover enabling services, current commercial payments to
FQHCs may not fully reflect the actual cost of all of the FQHC benefits offered. As a result, AOA
and its consultants had no accurate way within available claims data to obtain the actual cost of
all FQHC services and had to limit their analysis to health care services actually provided at an
FQHC or RHC facility under the current bundled payment structure.

For these reasons, AOA limited its assessment of FQHC services and assumed that all FQHC and
RHC services billed as an “All-Inclusive Clinic Visit” at an FQHC or RHC would be included in the
services covered by universal primary care. Our analysis assumes services at an FQHC or RHC
billed outside of that category would be included or excluded based on our defined services for
all other primary care providers. Please see Appendices C and D for further information
regarding Wakely’s FQHC/RHC methodology and analysis.

Blueprint for Health Integration

A system of universal primary care would be integrated with primary care reform initiatives
currently underway to create a unified and comprehensive primary care system that improves
health and quality of care while reducing cost growth, and ensures access to high quality
primary care services for all Vermonters. The Blueprint for Health emphasizes a focus on

21 For example, health centers may bill one physical health care encounter and one mental health care encounter
for a patient on one day.
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building a strong foundation of primary care and a community oriented model with close
linkage of medical and social services.??

Our claim cost analysis for universal primary care includes payments made to Blueprint for
Health patient centered medical homes (PCMHs), and assumes that the PMPM would be paid
to primary care medical homes as part of the capitated payment for UPC. Blueprint for Health
payments to community health teams (CHTs) were not included in the PMPM, because these
payments are made to fiscal intermediaries in the region and not to primary care offices. This
study assumes that the community health teams and payments will continue as a separate
payment stream to the community.

Key Coverage Assumptions

Covering All Vermonters with Universal Primary Care

Universal primary care is intended to cover primary health care services for all Vermont
residents, with public financing, regardless of insurance coverage, ensuring that all Vermonters
have access to primary care. For all Vermonters except those on Medicare or TRICARE (or
military at VA hospitals), universal primary care would be the first payer of primary care
services. Vermonters would need additional coverage for all other health care services.
Additional coverage would pay for medical costs incurred but not covered under universal
primary care, according to the covered services and cost-sharing of the plan. Therefore, it is
important to understand how universal primary care will interact with other types of coverage.

As primary payer for Medicaid and commercial coverage, the UPC program pays for primary
care services first, before any other type of insurance coverage pays. Other services not
covered under the UPC program, like hospital services or labs, would then be covered by
another type of insurance coverage, like an employer plan or a Qualified Health Plan (QHP) on
Vermont Health Connect.

For Medicare, UPC acts as a secondary payer. With UPC as the secondary payer, Medicare pays
for primary care services first; the UPC program then pays the cost of primary care services not
covered by Medicare. Medicare Supplemental Insurance would pay after Medicare and UPC.
Medicare impacts and policy choices are discussed in more detail below.

22“Blueprint for Health Report: Medical Homes, Teams and Community Health Systems.” Revised July 31, 2015.
http://blueprintforhealth.vermont.gov/sites/blueprint/files/BlueprintPDF/BlueprintOct2014ReportRevised150731
b.pdf
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There are coverage requirements under the ACA that go beyond primary care so people will be
required to have additional coverage. As long as the patient has universal primary care and
another type of health care coverage that also covers primary care, coordination of benefits
between the UPC program and the additional coverage will be required.

For the purposes of this study AOA made coverage assumptions based on Vermont’s existing
law, Act 48 of 2011, and federal law governing health insurance and employee benéefits,
specifically the Affordable Care Act and ERISA. We kept our assumptions consistent with the
Green Mountain Care financing plan as much as possible, and noted where and why we made
changes.?® It is important to understand the impacts of state and federal laws on universal
primary care in order to produce cost estimates for this report and, for later analysis, in order
to consider public financing, implementation, and operation of a universal primary care
program.

Impact of Universal Primary Care on Coverage Populations
This section describes how different population groups would be covered by universal primary
care. Coverage impacts of universal primary care are summarized in Table 3 below.

Table 3: Coverage Impacts of Universal Primary Care

Coverage Primary Secondary Considerations
Type Coverage Coverage

Medicare Medicare Universal Primary Medicare benefits would remain the
Care, then same. Medicare Supplemental
Medicare Insurance would remain available.

supplemental

insurance
Military/ Military/ None while on UPC would be available as soon as
TRICARE TRICARE?* TRICARE the individual drops or is no longer

eligible for TRICARE or VA benefits.
Individuals who are eligible for
enhanced benefits from Medicaid
would maintain those benefits.

2 “Green Mountain Care: A Comprehensive Model for Building Vermont’s Universal Health Care System.”
http://hcr.vermont.gov/GMC Report 2014

2 In order for TRICARE to be primary coverage, a state statutory change is needed. This is because, under federal
law, TRICARE is always secondary, except to Medicaid. The cost of covering these individuals is not included in the
estimates provided in this report.
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No coverage B LIEEE] None Some uninsured residents may be
— it Primary Care eligible for Medicaid.
(LTI Universal Medicaid/Dr Alignment with current Medicaid

Dynasaur

Vermont
Health
Connect
(individuals)
Employer
Sponsored
Insurance
(commercial)

Employer
Sponsored
Insurance
(self-insured)

Public
employees

Primary Care

Universal
Primary Care

Universal
Primary Care

Universal
Primary Care

Universal
Primary Care

Dynasaur covers
other health
services

QHP covers other
health services

ESI plan covers
other health
services

ESI plan covers
other health
services

Public employee
plan covers other
health services
and depends on

waiver required.

ACA Section 1332 waiver required to
carve out and replace primary care
services in these plans with UPC.

An ACA Section 1332 waiver is
required to replace primary care
services in small employer plans.
Large employer coverage through
UPC requires a state mandate that
these benefits be carved out of
plans. Additional legal analysis of
federal law is required.

Employers could choose to carve out
primary care from their plans.
Members may have duplicative
coverage. Requires coordination of
benefits with UPC.

For the purposes of this study we
made the assumption to provide
primary coverage to all public
employees because it was most

bargaining consistent with the intent of
agreement universal coverage.
Retirees Universal Retiree plan

Primary Care
(unless on
Medicare)

covers other
health services

Medicare beneficiaries

Coverage for Vermonters who have Medicare would remain the same under universal primary
care. For the purposes of this report, we assumed that UPC would serve as secondary primary
care coverage for Vermont residents on Medicare in the no cost-sharing scenario only. In this
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scenario, Medicare Supplemental Insurance would cover third, meaning that UPC would wrap
around Medicare prior to the Medicare Supplemental Insurance providing coverage. This
assumption could be modified to allow UPC to pay last, after Medicare and Medicare
Supplemental Insurance, which would reduce the cost of the program, but provide limited to no
additional coverage for those with Medicare. Medicare recipients are excluded from the cost-
sharing scenario because there would be little to no benefit to recipients and the state. AOA
and our actuaries determined that the modest benefit (.1% average reduction in cost-sharing)
to Medicare recipients would be off-set by the administrative costs required to coordinate
benefits.

Our assumptions for Medicare and UPC differ from the GMC financing plan. In GMC, we
recommended that wrapping Medicare coverage be deferred until GMC coverage benefits were
determined by the GMCB. Then we would determine whether integration was affordable and
made sense for Vermont Medicare beneficiaries and the state. For this study, we assumed that
Medicare recipients would have UPC as secondary coverage if a plan without cost-sharing was
implemented, though this assumption should be reconsidered based on how the public
financing is designed. We made this assumption, because it provides a more complete estimate
of costs of the program.

Military/TRICARE

TRICARE recipients are excluded from UPC until they drop or are no longer eligible for TRICARE.
This is because federal law requires TRICARE to be secondary to any coverage besides
Medicaid.?> Act 48 requires Vermont to maximize federal funding.?® In order to ensure
continued federal contribution to TRICARE, Vermonters who are covered by TRICARE will
continue to receive TRICARE. In addition, the state cannot require the federal program to
reduce its coverage for primary care and it is unlikely that the federal government would do so.
UPC would be available as soon as the Vermonter drops or is no longer eligible for TRICARE
coverage. Those Vermonters who are in both Medicaid and TRICARE would continue to receive
their enhanced benefits, including primary care coverage. Vermonters who receive veteran’s
benefits could continue to receive care at VA clinics, but will also be covered under UPC.

Uninsured
Vermont residents who are uninsured would have coverage for primary care services under the
universal primary care program. Some uninsured Vermonters may be eligible for Medicaid.

2532 CFR § 199.8.
26 Act 48 (2011), Sec. 1(b).
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Medicaid/Dr. Dynasaur

Vermont residents covered under Medicaid and Dr. Dynasaur would continue to receive the
same coverage, including the enhanced coverage available under Medicaid today. Universal
primary care would cover primary care services and could be financed with Medicaid dollars for
this population.

Vermont Health Connect QHPs & employer sponsored insurance plans

Individuals who purchase QHPs through Vermont Health Connect and employers who sponsor
commercial insurance plans for their employees (not self-insured employers), would have
primary coverage under universal primary care. The state would need to obtain an ACA Section
1332 waiver from the federal government in order for universal primary care to replace primary
care services in QHPs. Under the ACA, individual and small employer plans are required to cover
essential health benefits and meet minimum essential coverage, which include primary care
services.?’ In order to reduce administrative costs and duplicative coverage, this study assumes
that the state receives a waiver to carve out primary care services from QHPs and that those
services are covered solely by universal primary care. Carving out primary care from large group
insurance would require a state statutory mandate that these benefits be eliminated from
insurance plans and further legal analysis of federal law is required. Please see Section 4 for
further discussion of the necessary waiver and legal analysis.

Self-insured employer sponsored insurance plan

Any business could continue to provide primary care health benefits to their employees as
provided for under the federal Employment Retirement Income Security Act of 1974 (ERISA).
This includes the ability to self-insure, which is commonly done today by large, multi-state or
national businesses. These types of companies are commonly described as “ERISA companies,”
although ERISA covers all businesses of any size or type. With universal primary care, businesses
could continue to offer primary care coverage. Yet, their employees would now have universal
primary care coverage as Vermont residents as well. Given this benefit, employers could choose
to carve primary care out of their plans and allow UPC to solely cover these services.
Alternatively, these companies could leave primary care services in their plans and UPC would
serve as the first payer for primary care coverage, with the employer coverage providing any
additional benefits or reduced cost-sharing (if any). ERISA does not allow a state to require
employers to carve out primary care services from self-insured plans, so employers who
continue to carry primary care coverage and the employees in those plans could end up paying

27 ACA § 1301 & 1302 requires qualified health plans to have essential health benefits, including primary care.
Under § 1301, a qualified health plan, not state government, may provide coverage through a qualified direct
primary care medical home plan. Vermont would need a waiver that would allow qualified health plans to carve
out primary care.
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twice for primary care coverage. Continued primary care coverage in self-insured plans would
also require coordination of benefits between the different types of coverage, which is an
increased administrative expense. Policymakers could choose to have UPC pay second to other
employer coverage. This would reduce the state cost of the program.?®

State public employees

Public employees include State, education employees, and municipal employees. Public
employees would continue to have employer sponsored coverage subject to collective
bargaining. Universal primary care would pay first dollar coverage for primary care services.

The State currently uses a self-insured plan for State employees. The study assumes the state
would modify their plans to provide only non-primary care coverage for these employees and
they would be covered through universal primary care. This assumption is consistent with Act
48 and policy decisions made for the Green Mountain Care financing plan; however, this
assumption requires either a statutory change or a modification of the bargaining agreements.

Municipal employees are currently covered in the small or large group insurance market,
depending on size, with the exception of the City of Burlington, which is self-insured. With
universal primary care, we assumed that these employees were included and had secondary
coverage by their employer only for non-primary care services.

Education employees are largely covered by the Vermont Education Health Initiative (VEHI) in a
trust. We assumed VEHI would modify their plans to provide only non-primary care coverage
for these employees and they would be covered through universal primary care. This would
require modifications in the bargaining agreements.

State and education retirees
Retired employees of the State or a school currently receive retiree health care from the state
of Vermont. This program is run by the Treasurer’s Office.

With implementation of universal primary care, State and education retirees would continue to
have the same level of coverage as they do today regardless of residency. If they are Vermont
residents without Medicare, they would have coverage through universal primary care.

28 Any estimate of this impact could be done with microeconomic analysis, but is outside the scope of this actuarial
analysis.
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Federal employees

We assumed that federal employees would have UPC as primary coverage; however, these
employees would be paying for duplicative coverage in their employer plan since the State
cannot require federal employees or the federal government to change their coverage. For the
purposes of this study, we made the assumption to provide primary coverage to this population
because it was most consistent with the intent of universal coverage. This assumption is
inconsistent with how Green Mountain Care was designed because with UPC federal employees
do not have the option to drop their federal coverage all together. Policymakers could choose
to carve these employees out of UPC or provide some measure of transitional relief, in a
manner similar to the proposal in the Green Mountain Care financing report.

Key Payment Assumptions

Providing primary care services to all Vermonters and paying providers for those services would
be essential functions of the universal primary care system. The Agency of Administration and
our consulting actuaries relied on certain payment assumptions to develop and describe cost
estimates, including both the use of a per member per month payment model and estimated
administrative costs to the state. We also looked at the effect of increasing primary care
provider rates as a policy choice.

Cost estimates in this study are based on claims data for the defined set of services.
Administrative costs to the state to operate the program were estimated at 7%-15% and added
to the estimated claims costs. The study does not recommend a specific percentage for
administrative costs because additional analysis is required in order to quantify administrative
costs with more certainty, including plan design development and program operational
planning.

This study assumes that under a universal primary care system, primary care providers would
be paid a per member per month (PMPM) rate to cover the primary care needs of patients
attributed to their practices.?® Paying a PMPM rate for primary care services creates an
incentive for practices to provide quality care while controlling costs. The PMPM rates
presented in this study are for claim costs only. Full development of a capitated payment model
for universal primary would require the state to develop program standards and quality
measurements as part of an operational plan.

In Vermont, alternative payment models are already utilized through the Blueprint for Health
and Accountable Care Organizations. A primary care capitation model is also currently being

2% This assumption was made based on the legislative discussion when passing the study in 2015.
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studied by the GMCB'’s Primary Care Payment Work Group, with results from that group
expected around the same time as submission of this study. The payment model for universal
primary care could align with primary care models already operating in Vermont.

In addition, the base cost estimates assume status quo provider reimbursement levels. There
continues to be a discussion about the adequacy of primary care reimbursement rates,
especially given the recent decrease in Medicaid reimbursement under the ACA.3° We have
included tables in the next section exhibiting the cost of increasing primary care
reimbursements at various levels beyond the status quo.

3. Cost Estimates for Universal Primary Care

Act 54 directs the Secretary of Administration to estimate the cost of providing primary care
under three scenarios:

1. Status quo estimate — without reform
2. Universal primary care reform estimate with member cost-sharing
3. Universal primary care reform estimate without member cost-sharing

The status quo estimate is required to include the sources of funding for care, including
employer sponsored and individual private insurance, Medicaid, Medicare, and other
government sponsored programs, and patient cost-sharing such as deductibles, coinsurance,
and co-payments. The statute requires estimates for the cost of providing universal primary
care to all Vermont residents, with and without cost-sharing by the patient, beginning on
January 1, 2017.

Claim cost estimates were calculated using claims data from VHCURES as the primary data
source. Claims data was restricted to the service codes and provider types included in the
primary care definition. Additional data was incorporated into the study to accurately reflect
total primary care claim costs. FQHC and RHC settlement costs and Blueprint for Health costs
were provided by the Department of Vermont Health Access. 3! The cost analysis memo

30 The ACA provided a reimbursement increase for primary care up to Medicare levels for two years. The increase
sunset on December 31, 2014.

31 The average Blueprint PMPM paid for primary care medical homes is included in the PMPM claim cost estimate
for UPC. The Blueprint for Health payment to community health teams was not included in the PMPM, because
these payments are made to fiscal intermediaries in the region and not to primary care offices. This study assumes
that the community health teams and payments will continue as a separate payment stream to the community.
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prepared by Wakely in Attachment D describes the methodology in more detail. Table 4 shows
Wakely’s estimate for total claim costs by market for the status quo and both universal primary
care cost-sharing scenarios, also whether the population is primary, secondary, or excluded
from universal primary care.

Table 4: Estimated Total Claim Costs of the Program

2017 Estimated Total Claim Cost of Program

S Universal . l_Jnivers::aI . L_.lniver::al
stimate ; rimary Care rimary Care
Market Members Pr(l:rc'r::;':faCa re Status Quo with ‘f’;ust withuuwt Cost
ge Sharing Sharing
Commercial 296,400 Primary $103,944,000  $102,464,000 $150,040,000
Military 14,400 Excluded 30 S0 S0
Federal 14,400 Primary $4,905,000 $4,905,000  $6,215,000
Medicaid 150,500 Primary $107,371,000  $107,371,000 $107,371,000
Medicare 140,800 Secondary S0 S0 511,382,000
Uninsured 13,100 Primary $5,527,000 $5,496,000 $6,921,000
Total 629,600 $221,747,000 $220,236,000 $281,929,000
Compared to Status Quo ($1,511,000) $60,182,000

Base cost estimates in this study are limited in scope to total claims costs for primary care plus
an estimate of 7% to 15% for administrative costs to the state to run the program. The
Administration also asked Wakely to provide cost estimates for increasing primary care
provider reimbursement rates in a universal primary care program. It is outside of the scope of
this study to include the costs of modifying information technology systems or other one-time
operation costs that must be determined as part of an operations plan. Additional analysis is
required in order to calculate the full cost of implementing and operating a universal primary
care program and is described in Section 4 of this report.

What is the Cost of Primary Care in 2017 without Reform?

Wakely estimated that the total claim costs for primary care in the 2017 status quo scenario is
$222 million, including Medicaid but excluding Medicare and TRICARE. On average, 87% of