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Bayou Health - Prepaid Contract Amendment Attachment A-6 

Exhibit! 
Document Change From: Change To: Justification l 

Attach ment 
Exhibit E RFP 305 7.11.3.1. By the end of the first year of operations under the 7.11.3.1. Twelve months post statewide implementation, May To clarify 

PUR- Contract: 31,2013: 
DHHRFp· 

eeN-p· o Total of 20% of practices shall be NCQA pPC· ·PCMH l evel 1 • Total of 20% of practices shall be NCQA pPC· ·PCM H level I 
MVA recognized or JCAHO PCH accredited. recognized or KAHO PCH accredited. 

7.11.3.2. By the end of the second year of operation under the 7.11.3.2. By the end of the second year of operation under the 

Contract: Contract, January 31, 2014: 

• Total of 30% of prac.tices shall be NCQA PPC· ·PCMH l evel 1 • Total of 30% of practices shall be NCQA PPC" -PCMH Levell 

recognized or JCAHO PCH accredited and a recognized or JCAHO PCH accredited and a 

• Total of 10% of practices shall be NCQA PPC· -PCMH Level 2 • Total of 10% of practices shall be NCQA PPC· -PCMH Level 2 
recognized or JCAHO PCH accredited. recognized or JCAHO PCH accredited. 

7.11.3.3. By the end of the third year of operation under the 7.11.3.3. By the end of the third year of operation under the 

Contract: Contract. January 31, 2015: 

• Tota l of 10% of pract ices shall be NCQA PPC· -PCMH level 1 • Total of 10% of pract ices shall be NCQA PPC·-PCMH Levell 

recognized or JCAHO PCH accredited. recognized or JCAHO PCH accredited, 

• Total o f 40% of practices shall be NCQA PPC· -PCMH Level 2 • Total of 40% of pract ices shall be NCQA PPC· -PCMH Level 2 

recognized or JCAHO PCH accredited, and a recognized or JCAHO PCH accredited. and a 

• Total of 10% of practices shall be NCQA PPC· -PCMH Level 3 • Total of 10% of practices shall be NCQA PPC· -PCMH level 3 

recognized or JCAHO PCH accredited. recognized or JCAHO PCH accredited . 

1 The text in the Justification column does not affect the meaning of the amendment and does not become part of the Contract. DHH may edit this column for the benefit of the 

Division of Administration - Office of Contractual Review w ithout the health plan's knowledge. 
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Bayou Health - Prepaid Contract Amendment Attachment A-6 

Exhibit! 
Document Change From: Change To: Justiflcatlonl 

Attachment 

Exhibit E RFP 305 7.11.4. The eeN shall submit an annual report indicating PCP 7.11.4. The eeN shall submit an annual report, by June 30 To clarify 
PUR- practices that are NCQA PPC··PCMH recognized, including the following the report year, indicating PCP practices that are 
OHHRFp· levels of recognition, or JCAHO PCH accreditation. NCO. PPC··PCMH recognized, including th , levels of 
eeN-p· recognition, or JCAHO PCH accreditation. 
MVA 

Exhibit E RFP 305 (l ast bullet of 8.5.1.6.) (Re move last bullet of 8.5.1.6. and add four new bullets to the To incent 
PUR- end of 8.5.1.6.) providers to 
DHHRFp· • The eeN may request to be notified by the provider, but notify eCNs of 
CCN-P- shall not deny claims payment based solely on lack of • The CCN may request to be notified by the provider of medical events 
MVA notification, for the following: Obstetrical ca re at the time of the first visit of the of members 

pregnancy_ The CCN shall not deny a claim for payment 
0 Inpatient emergency admissions within 000 (1) based solely on lack of notification of Obstetrical care at 

business day of admission (Failure of admission the time of the first visit of the pregnancy_ 
notification after one business day may result in claim 
denial); • The CCN may request to be notified by the provider of 

Obstetrical admissions exceeding forty-eight (48) hours 
0 Obstetrical care (at first visit); and after vaginal delivery. The eCN is allowed to deny a 

portion of a claim for payment based solely on lack of 
0 Obstetrical admissions exceeding forty-eight (48) notification by the provlder of Obstetrical admission 

hours after vaginal delivery and ninety-silc (96) hours exceeding forty-eight (48) hours after vaginal delivery. In 
after caesarean section. this case, the eCN is allowed to deny on ly the portion of 

the cla im related to the inpatient stay beyond forty-eight 
(48) hours. 

• The CCN may request to be notified by the provider of 
Obstetrical admissions exceeding ninety-six (96) hours 
after Caesarean section. The CCN is allowed to deny a 
port ion of a claim for payment based solely on lack of 
not ification by the provider of Obstetrical admission 
exceeding ninety-six (96) hours after Caesarean section. In 
this case, the eeN is allowed to deny only the portion of 
the claim related to the inpatient stay beyond ninety-six 
(96) hours. 

12/ 15/20 13 Page 2 of 4 



Bayou Health - Prepaid Contract Amendment Attachment A-6 

Exhlbitl 
Document Change From: (hangelo: Justification l 

Attachment 

• The (eN may request to be notified by the provider of 
inpatient emergency admissions within one (1) business 

day of admission. The eeN is allowed to deny a claim for 

payment based solely on lack of notification of inpat ient 
emergency admission, if the provider does not notify the 
eeN of inpatient emergency admission within one (1) 
business day of admission. 

Exhibit E RFP 305 This row of 18.8. Report Submissions Chart : This row of 18.8. Report Submissions Chart: To change 
PUR- reporting 
DHHRFP- ''" Qu~l;tv Assuran(t E. Qual ity DHH- ''" Quality Assurance E. Quality DHH- schedule for 
eeN-p- 10A1 Monthly Companion Coordina ted 10A1 Quarterlv Companion Coordinated these statistics 

MVA 
Guide C.re section Guide C.ue S&tion 

E. farlyWarning E. Early Warning 
System System 
~erformance Performance 
Me,lSIlres Musures 

Exhibit E RFP 305 18.7.2.5. Annual reports and files shall be submitted within 18.7.2.5. Annual reports and files shall be submitted within To allow a 
PUR- thirty (30) calendar days following the twelfth (12th) month; thirty (30) calendar days following the twelfth (l2th) month, different 

OH HRFP· "d except those annual reports that are specif ically exempted report 
CCN-P- f rom this 30·calendar·day deadline by this Contract. This schedule for 

MVA Contract w ill specify the due date of any annual report it some annual 
exempts from this 30·calendar·day deadline; and reports. Goes 

with 7.11.4 

change 

Exhibit E RFP 305 Failed Deliverables tolumn, Provider Call Center row of the Failed Deliver ables tolumn, Provider Call Center row of the To correct 

PUR- Table of Monetary Penalties in settion 20.2. Table of Moneta ry Penalties in settion 20.2. 
OHHRFP-

CCN-P- Provider Call Center Provider Ca ll Center 

MVA 
• Answer 95% of calls within 30 seconds • Answer 90% of calls within 30 seconds 

• Maintain an average hold time of 3 minutes or less • Maintain an average hold time of 3 minutes or Jess 

12/15/2013 Page30f 4 



Bayou Health - Prepaid Contract Amendment Attachment A-6 

Exhibitl 
Document Change From: ChangeTe: Justification l 

Attachment 
• Maintain abandoned rate of caUs of not more than 5% • Maintain abandoned rate of calls of not more than 5% 

Exhibit E RFP 30S 23.16.1.2. Affirmative action shall be taken to ensure that 23.16.1.2. Affirmative action shall be taken to ensure that To clarify 
PUR- applicants are employed and that employees are treated applicants are employed and that employees are treated 
DHHRFp· during employment in accordance with all state and federal during employment in accordance with aU applicable state and 
CeN-p· laws applicable to employment of personnel. federal laws regarding employment of personnel. I 
MVA 

E)(hibit E RFP 305 23 .24.3. The eeN further agrees that this provision shall be 23.24.3. The eeN further agrees that the eeN member shall not To clarify 
PUR· construed to be for the benefit of eeN members, and that this be held liable for the costs of any and all services provided by a 
DHHRFP- provision supersedes any oral or written contrary agreement provider whose service is not covered by the eeN or does not 
eeN-p- now exist ing or hereafter entered into between the eeN and obtain t imely approval or required prior-authorization_ 
MVA such members, or persons acting on their behalf. 

23.24.4. The eCN further agrees that this provision shall be 
construed to be for the benefit of CCN members, and that this 
provision supersedes any oral or written contrary agreement 
now existing or hereafter entered into between the CCN and 
such members, or persons acting on their behalf. 

Exhibit E, RFP 305 Mercer letter dated "October 15, 2012" and entitled "REVISED Effective 1/1/2013 Appen dix G becomes the Mercer letter To update 
AppendixG PUR- Louisiana BAYOU HEALTH Plans - Prepaid Program Rate dated "January 17, 2013" and entitled " REVISED Louisiana period ic 

DHHRFp· Development "d Actuaria l Certification fo, th, period BAYOU HEALTH Plans - Prepaid Program Rate Development actuarial letter 
CeN-p- November 1 th rough December 31, 2012." and Actuarial Certification for the period January 1 through 
MVA June 30, 2013." (See attached .) 

Exhibit E, RFP 305 Appendix J Prepaid Administrative Measures Replace with n,w version of Appendix J Prepa id To update 
Appendix G PUR· Administrative Measures. (See attached.) performance 

DHHRFP- measures 
CCN·P-
MVA 

12/15/2013 Page 4 of 4 



... MERCER 

Ms. Madeline McAndrew 
BAYOU HEALTH Program Director 
Louisiana Department of Health and Hospitals 
Bureau of Health Services Financing 
628 North 4th Street 
Baton Rouge, LA 70821 

January 17, 2013 

Sudha Shonoy, FSA, MAAA, CERA 
Principal 

Government Human SeNices Consull ing 
3560 l enox Road, Suite 2400 
Atlanta. GA 30326 
404442 3249 
Sudha.Shenoy@mercer.com 
www.mercer-government.mercer.com 

Subject: REVISED Louisiana BAYOU HEALTH Plans - Prepaid Program Rate Development 
and Actuarial Certification for the period January 1 through June 30, 2013 

Dear Ms. McAndrew: 

The Louisiana Department of Health and Hospitals (DHH) contracted with Mercer Government 
Human Services Consulting (Mercer) to develop actuarially sound capitation rate ranges for the 
State of Louisiana 's BAYOU HEALTH Program - Prepaid program for the period January 1 
through June 30, 2013. This rate certification includes the addition of a new rate category for 
the LaCHIP Affordable Plan (LAP) population. It replaces the rates we certified on January 14, 
2013 to reflect slightly revised trends and managed care savings assumptions. 

Section 1902(a)(13)(C) of the Social Security Act as amended by the Affordable Care Act (ACA) 
of 201 0, requires that state Medicaid programs increase payments to primary care providers in 
2013 and 2014. Please note the ACA Section 1202 Primary Care Services increase is not 
included in this certification and will be addressed by the State in the future. 

This letter presents an overview of the methodology used in Mercer's managed care rate 
development for the purpose of satisfying the requirements of CMS. This rate development 
process was based on Medicaid fee-far-service (FFS) medical claims and resulted in 
development of a range of actuarially sound rates for each rate cell. We then worked with DHH 
to develop a single proposed set of actuarially sound rates for each region and rate cell 
combination, which are attached to and certified within this letter. 

Rate Methodology 
Overview 
Capitation rate ranges for the Prepaid program were developed in accordance with rate-setting 
guidelines established by CMS. One of the key considerations in the rate range development 
was the base data. Mercer worked with DHH to obtain Medicaid FFS data from State Fiscal 
Year (SFY) 2010 and SFY 2011 . Louisiana's SFY runs from July 1st through June 30th of 

TALENT· HEALTH' RETIREMENT' INVESTMENTS 
..... MA RSH [.. MClfNNAN 
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M MERCER 

Page 2 
January 17, 2013 
Ms. Madeline McAndrew 
Louisiana Department of Health and Hospitals 

the following year. Restrictions were applied to the enrollment and FFS claims data so that it 
matched the populations and benefit package defined in the Contract. 

To develop capitation rates, adjustments were applied to the base data consistent with the eMS 
Capitated Rate-Setting Checklist: 

• 

• 

• 

Remova l of enrollment and claims during periods of retroactive eligibility (AA.3.4); 

Completion factors to account for unpaid claims at the time of the data submission 
(AA.3.14); 

Adjustment to reflect amounts paid outside of the Lou isiana Medicaid Management 
Information System (MMIS). including but not limited to inpatient outlier stays, inpatient and 
outpatient cost reconciliations, and fraud and abuse recoupments (AA.3.0); 

Trend factors to forecast the expenditures and utilization to the appropriate contract period 
(AA.3. 10); 

Prospective and histo ric program changes not reflected in the base data (AA.3. 1); 

Data smoothing (AA.S.O); and 

Administration loading, including projected underwriting gain (AA.3.2). 

The resulting rate ranges for each individual rate cell were gross of Graduate Medical Education 
(GME) payments to teaching hospitals provided in the Louisiana Medicaid State Plan. Mercer 
then worked with DHH to develop a sing le, actuarially sound rate, gross of GME for each rate 
cell. Finally, Mercer developed a GME adjustment for each rate cell designed to reduce the 
gross rates to net rates consistent with DHH's decision to continue paying exactly the same 
GME amounts as in the State Plan directly to the teaching hospitals. The resulting net rates are 
certi fied as actuarially sound later in this letter. 

Base Data Development 
Mercer was provided with Medicaid FFS enrollment and claims data from SFY10 and SFY11 
with runout through August 2011 , to develop the capitation rates. Mercer was also provided with 
supplemental data files containing information on outlier claims paid outside of the MMIS 
system, fraud and abuse recoupments, GME payments, and inpatient and outpatient hosp ital 
cost settlements. These payments/recoupments outside of the MMIS system (in some instances 
based on estimates) have been added to or subtracted from the base claims data, as 
appropriate, so that the relevant cost for the population eligible for enrollment in the Prepaid 
program is replicated . 

TALENT' HEALTH ' RETIREMENT , INVESTMENTS 
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IIIIII-JI CQt.1 PAN IES 



... MERCER 

Page 3 
January 17, 2013 
Ms. Madeline McAndrew 
louisiana Department of Health and Hospitals 

Mercer reviewed the data provided by the State for consistency and reasonableness and 
determined that the data appears appropriate for the purpose of setting capitation rates for 
the Prepaid program. Attachment D, provided in the previous rate setting cycle by DHH to certify 
the accuracy, completeness, and consistency of the base data, is attached here as the base 
data has not changed. 

As discussed with DHH , Mercer relied on the experience of the children 's portion of the Family 
and Children category to generate the LAP rate as their benefit package and morbidity is 
expected to be similar across both categories. 

Enrollment Data 
The enrollment file supplied by DHH's f iscal agent provided aU enrollment records fo r each 
member for each month. Therefore, if a member's el igibility status was retroactively changed, 
both the old and the new records were present. Most often this occurred because a recipient 
was retroactively categorized as SSI from Family and Children. In this case, the enrollment f ile 
would have included both the SSI enrollment record and the Family and Child ren record for the 
same month. Mercer worked with DHH to develop a hierarchy to determine the appropriate 
unique enrollment record to use - typica lly the SSI record. This treatment is consistent with 
DHH's proposed policy to recoup the prior capitation payments and re-pay the corrected rates 
for up to twelve months when status changes retroactively. 

Claims Data 
Mercer used SFY10 and SFY11 FFS data as the data source . The FFS data reflects the actual 
medica l expenses to DHH of providing hea lth care coverage for the Prepaid eligible population. 
The expenses are net Third Party Liability and subrogation. Mercer reviewed the FFS data to 
ensure it appeared reasonable and appropriate but did not audit the data. Specifically, Mercer 
reviewed the following issues: 

• 

Completeness and consistency of incurred claims over time; 

Consistency between FFS cla ims data and DHH published reports; 

All payments outside of the MMIS claims system appeared to be properly accounted 
for; and 

The data appeared to have been properly restricted to those services and popu lations to be 
covered under the Prepaid program. 

Adjustments were made to the FFS data to reflect the complete cost of an actuarially equivalen t 
population for the Prepaid contract. 

TALENT · HEALTH • RETIREMENT · INVESTMENTS 
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Page 4 
January 17, 2013 
Ms . Madeline McAndrew 
Louisiana Department of Health and Hospitals 

Outlier Claims for Children Under 6 Years - DHH makes payments to a maximum of 
$10 million, annually, for outlier claims incurred during an inpatient admission for children under 
6 years old outside of the MMIS. Adding outlier claims with a cap of $10 million per year to the 
base data resulted in an increase to cost of 0.39% in SFY1 a and 0.40% in SFY11 . 

Incurred-but-not-Reported Claims Adjustments - Mercer estimated and adjusted for the 
remaining liability associated with incurred-but-noHeported claims for SFY1 a and SFY11. The 
overall adjustments for SFY1 0 and SFY11 , using paid claims data through August 2011, were 
-0.10% and 2.24%, respective ly. 

Fraud-and-Abuse Recoupments - Adjustments were made for recoupments due to fraud-and­
abuse recoveries . Those adjustments were -0.09% in SFY10 and -0.17% in SFY11 . 

Graduate Medical Education (GME) (AA.3.S) - OHH will be making payments for GME 
outside of the capitation rates. Therefore. after developing the gross rates. Mercer made 
adjustments to remove GME payments from the net rates. 

Pharmacy Rebates - Capitation rates are gross of rebates as OHH will file for them outside of 
capitation. Supplemental rebates expected to be earned by the MCOs are reflected under 
managed care savings. 

Inpatient, Outpatient Hospital Cost Settlements, and Supplemental Payments to High 
Medicaid Community Hospitals - LSU state hospitals and other hospitals receive settlements 
based on cost reports. Certain "High Medicaid Community Hospitals" also receive supplementa l 
payments that are provided for in the State plan . BAYOU HEALTH plans are required to pay at 
least the FFS Medicaid rate when contracting with the hospitals including the impact of cost 
settlements. Mercer applied adjustments of 0.74% in SFY10. and 0.14% in SFY11 , to capture 
the impact of cost settlements made outside of the MMIS. 

Retroactive Eligibility (AA.3.4) -Individuals will not enroll with a health plan until Medicaid 
eligible. Even after receiving Medicaid eligibility, it may take 30 days to become enrolled in a 
health plan. Therefore. enrollment and claims incurred during the retroactive period and those 
during the first month of Medicaid eligibility have been removed from our calculations. Infants 
are an exception because they are covered under the mother's plan from the date of birth . 

TALENT ' HEALTH ' RETIREMENT · INVESTMENTS 
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Louisiana Department 01 Health and Hospitals 

Non-covered Populations (AA.2.1, AA.2.2) - In general, the Prepaid program includes 
individuals classified as 881, Family and Children, Foster Children, Breast and Cervical Cancer, 
and LAP. The following individuals are excluded from participation in the Prepaid program: 

Medicare Dually Eligible Individuals; 

• Chisholm Class Members; 

• 

Individuals Receiving Medicaid Hospice Services: 

Individuals Residing in Long-Term Care Facilities (Nursing Home, ICF/DD): 

Individuals Receiving Services for Three Months or Less (Medically Needy Spend-down); 

Undocumented Immigrants Elig ible for Emergency Services Only; and 

Enrollees receiving sing le service (family planning only). 

Non-covered Services (AA.2.4) - The Prepaid rates are based on services covered under the 
provider agreement. The following serv ices have been excluded in the determination of the 
capitation rates: 

• Services provided through DHH's Early-Steps Program; 

Dental Services; 

ICFJDD Services; 

Hospice; 

Personal Care Services (EPSDT and L T -PCS); 

Nursing Facility Services; 

School-based Individualized Education Plan Services provided by a school district and billed 
through the intermediate school district, or school-based services funded with certified public 
expenditures including school nurses; 

Home and Community-Based Waiver Services; 

Specialized Behavioral Health, including hospita l services provided to recipients with a 
mental health diagnosis; and 

Targeted Case Management Services. 

TAlENT · HeALTH' RETIREMENT · INVESTMENTS •~~ MARSH &MCLENNAN 
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louisiana Department of Health and Hospitals 

Client Participation Amounts (AA.2.3, AA.3.13) - Costs associated with "spend-down~ and 
post-eligibility treatment of income are not included in the base data. 

Third-Party Liability (AA.3.6) - Recoveries associated with Third Party Liability and 
subrogation have been removed from claims. 

DSH Payments (AA.3.S) - DSH payments are made outside of the MMIS system and have not 
been included in the capitation rates. Any such payments will be made outside of the capitation 
rates by DHH after implementation of the Prepaid program. 

FQHC and RHC Reimbursement (AA.3.9) - DHH requires that all health plans re imburse 
FQHCs and RHCs at the Prospective Payment System (PPS) rate so that cash flows will be 
improved to these facilities. DHH will perform reconciliation quarterly to ensure that the PPS rate 
has been paid. In the unlikely event of a shortfall, the plans will pay the amount necessary to 
bring reimbursements to these faciliti es up to the PPS rate . 

Co-payments (AA.3.7) - Co-pays are only applicable to prescription drugs. Since co-pays will 
remain in place unchanged, no adjustment is necessary. 

Primary Care Case Management (PCCM) Fee (AA.3.0) - Historica lly. Louisiana has paid a 
PCCM fee for members assigned to a primary care provider under the PCCM program. Since 
the PCCM fee is not allowed to be included in the capitation rates, Mercer has excluded the 
PCCM fee by excluding payments associated with procedure code CC001. 

Rate Category Groupings 
Rates will vary by the major categories of eligibility. Furthermore, where appropriate, the rates 
within a particular category of eligibility are subdivided into different age and gender bands to 
reflect differences in risk due to age and gender and during child bearing ages. In addition, due 
to the high cost associated with pregnancies. DHH will pay a maternity kickpayment to the plans 
for each delivery that takes place. The following is a list of the different rate cells for each 
eligibility category including the maternity kickpayment. 
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551 

• o -2 Months. Male and Female • 14 - 18 Years, Male and Female 

· 3 - 11 Months, Male and Female · 19 - 44 Years, Male and Female 

• 1 - 5 Years, Male and Female • 45+ Years, Male and Female 

· 6 - 13 Years. Male and Female 

Family & Children 

• 0- 2 Months. Male and Female • 14 - 18 Years, Male 

· 3 - 11 Months, Male and Female · 19 - 44 Years, Female 

• 1 - 5 Years, Male and Female • 19 - 44 Years, Male 

· 6 - 13 Years, Male and Female · 45+ Years, Female 

· 14 - 18 Years, Female · 45+ Years, Male 

Foster Care Children, Al l Ages Breast and Cervical Cancer, All Ages 

LaCHIP Affordable Plan, All Ages Maternity Kickpaymcnt 

Trend Development 
Trend is an estimate of the change in the overall cost of providing health care benefits over a 
finite period of time. A trend factor is necessary to estimate the expenses of providing health 
care services in a future period. Mercer reviewed a variety of sources to develop the trend 
assumptions. These sources included, but were not limited to: 

• Health care economic indices such as Consumer Price Index for the South-Atlantic region , 

Mercer's regression analysis applied to trends exhibited in the FFS claims data, 

Trends in other state Medicaid programs for similar populations, and 

Judgment regarding economic outlook balancing a variety of sources. 

Mercer developed individual trends for each category of eligibility and service category. 
Mercer's target trend can be found in the following table. 
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eOA Description COS Description 

551 Inoatient Hospital 

551 Outpatient Hospital 

551 Primary Care PhYsician 

551 Specialty Care Physician 

551 FQHC/RHC 

551 EP5DT 
551 Certified Nurse Practitioners/Clinical Nurse 

551 Lab/RadioloQY 
551 Home Health 
551 Emergency Transportation 

551 Non-Emergency Transportation 

551 Rehabilitation Services (OT. PT, ST) 

551 DME 
551 Clinic 

551 Family Planning 

551 Other 
551 Prescribed Drugs 

551 Emergency Room 

551 Basic Behavioral Health 

Family and Child ren Inpatient Hospital 

Family and Children Outpatient Hospital 

Family and Children Primary Care Physician 
Family and Children Specialty Care Physician 

Family and Children FQHCfRHC 

Family'and Children EPSDT 

Famil y and Children Certified Nurse Practitioners/Clinical Nurse 

Familv and Children Lab/Radioloov 
Family and Children Home Health 
Family and Children Emergency Transportation 

Familv and Children Non-Emerqencv Transportation 

Family and Children Rehabi litation Services (OT, PT, ST) 

Familv and Children DME 
Family and Children Clinic 

Family and Children Family Planning 

TALENT ' HEALTH · RETIREMENT · INVESTMENTS 

Utilization Unit Cost PMPM 

1.28% 0.00% 
4.70% 3.72% 
3.56% 0.00% 
3.56% 0.00% 
3.56% 2.00% 
3.56% 0.00% 
3.56% 0.00% 
2.70% 0.00% 

2.70% 0.00% 
2.56% 0.00% 

2.56% 0.00% 
2.70% 0.00% 
2. 70% 0.00% 
3.56% 0.00% 

3.56% 0.00% 
2.71 % 0.00'% 
1.35% 0.00% 
4.70% 3.72% 
3.56% 0.00% 
0.85% 0.00% 
2. 70% 3.72% 
2.70% 0.00% 
2.70% 0.00% 
2.70% 2.00% 
2.70% 0.00% 
2.70% 0.00% 
2.70% 0.00% 
2. 70% 0.00% 
1.70% 0.00% 
1.70% 0.00% 
2.70% 0.00% 
2.70% 0.00% 
2.70% 0.00% 
2.70% 0.00% 

..... MAR5H Iio MCLEN NAN 
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1.28% 
8.60% 
3.56% 
3.56% 

5.63% 
3.56% 
3.56% 
2.70% 

2. 70% 
2.56% 
2.56% 
2.70% 

2.70% 

3.56% 
3.56% 
2.71% 
1.35% 

8.60% 
3.56% 
0.85% 
6.53% 
2.70% 
2. 70% 
4.76% 
2. 70% 
2.70% 
2.70% 
2.71% 
1.70% 
1.70% 
2.70% 
2.70% 
2.71 % 
2.71% 
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eOA Description COS Description 

Family and Children Other 
Family and Children Prescribed Drugs 
Family _and Children Em~gen~ Room 
Familv and Children Basic Behavioral Health 

Fosler eare Children Inpatient Hospital 

Fosler Care Children Ou!galient HospjlaJ 
Foster Care Children Primary Care Physician 

Fosler Care Children Specially Care Physician 

Foster Care Children FOHClRHC 
Foster Care Children EP$OT 
Foster Care Children Certified Nurse Practitioners/Clinical Nurse 
Foster Care Children Lab/Radioloqy 
Foster Care Children Home Health 
Foster Care Children Emergency Transportation 

Foster Care Children Non-Emergency Transportation 

Foster Care Children Rehabili tation Services (OT, PT, ST) 

Foster Care Children DME 
Fosler Care Children Clinic 

Foster Care Children Family PlanninQ 

Fosler Care Children Other 
Foster Care Children Prescribed Drugs 

Fosler Care Chil dren Emergency Room 

Foster Care Children Basic Behavioral Health 

Breast and Cervical Cancer Inpatient Hospital 

Breast and Cervical Cancer Outpatient Hospital 

Breast and Cervical Cancer Primary Care Physician 

Breast and Cervical Cancer Specialty Care Physician 
Breast and Cervical Cancer FOHC/RHC 
Breast and Cervical Cancer EPSDT 
Breast and Cervical Cancer Certified Nurse Practitioners/Clinical Nurse 
Breast and Cervical Cancer Lab/Radiology 
Breast and Cervical Cancer Home Health 

Breast and Cervical Cancer Emergency Transportation 

Breast and Cervical Cancer Non-Emergency Transportation 

TAlENT · HEAlTH ' RETIREMENT · INVESTMENTS 

Utilization Unit Cost PM PM 

2.71 % 0.00% 
1.35% 0.00% 
2.70% 3.72% 

2.70% 0.00% 
1.28% 0.00% 
4.70% 3.72% 

3.56% 0.00% 

3.56% 0.00% 

3.56% 2.00% 
3.56% 0.00% 

3.56% 0 .00% 
2.70% 0.00% 
2.70% 0.00% 
2.56% 0.00% 
2.56% 0.00% 
2.70% 0.00% 
2.71 % 0.00% 

3.56% 0.00% 
3.56% 0.00% 
2.70% 0.00% 
1.35% 0.00% 
4. 70% 3.72% 
3.56% 0.00% 
1.28% 0.00% 
4.70% 3.72% 
3.56% 0.00% 
3.56% 0.00% 
3.56% 2.00% 
3.57% 0.00% 

3.56% 0.00% 
2.70% 0.00% 
2.70% 0 .00% 
2.56% 0.00% 
2.56% 0.00% 
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2.71 % 
1.35% 
6.52% 

2.70% 

1.28% 

8.60% 
3.56% 

3.56% 

5.63% 
3.56% 
3.56% 
2.70% 
2.70% 
2.56% 
2.56% 
2.70% 
2.71 % 

3.56% 
3.56% 
2.70% 
1.35% 
8.60% 
3.56% 
1.28% 
8.60% 
3.56% 
3.56% 
5.63% 
3.57% 

3.56% 
2.70% 
2.70% 
2.56% 
2.56% 
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eOA Description COS Description Utilization Unit Cost PM PM 

Breast and Cervical Cancer Rehabilitation Services OT. PT. STl 2.70% 0.00% 2.70% 
Breast and Cervical Cancer DME 2.70% 0.00% 2.70% 

Breast and Cervical Cancer Clinic 3.56% 0.00% 3.56% 
Breast and Cervical Cancer Familv Planninq 3.56% 0.00% 3.56% 
Breast and Cervical Cancer Other 2.71% 0.00% 2.71% 

Breast and Cervical Cancer Prescribed OruQs 1.35% 0.00% 1.35% 
Breast and Cervical Cancer Emerqency Room 4.70% 3.72% 8.60% 
Breast and Cervical Cancer Basic Behavioral Health 3.56% 0.00% 3.56% 
LaC HIP Affordable Plan Inpatient Hospital 0.85% 0.00% 0.85% 

LaC HIP Affordable Plan Outpatient Hospital 2.70% 3.72% 6.53% 
LaCHIP Affordable Plan Primary Care Physici an 2.70% 0.00% 2.70% 
LaCHIP Affordable Plan Specialty Care Physician 2.70% 0.00% 2.70% 
LaCHIP Affordable Plan FQHC/RHC 2.70% 2.00% 4.76% 
LaCHIP Affordable Plan EPSDT 2.70% 0.00% 2.70% 
LaCHIP Affordable Plan Certified Nurse Practitioners/Clinical Nurse 2.70% 0.00% 2.70% 
LaCHIP Affordable Plan Lab/Radiology 2.70% 0.00% 2.70% 
LaC HIP Affordable Plan Home Health 2.70% 0.00% 2.71 % 

LaCHIP Affordable Plan Emergency Transportati on 1.70% 0.00% 1.70% 
LaCHIP Affordable Plan Non-Emergency Transportation 1.70% 0.00% 1.70% 
LaCHIP Affordable Plan Rehabilitation Services (OT, PT, ST) 2.70% 0.00% 2.70% 

LaCHIP Affordable Plan DME 2.70% 0.00% 2.70% 
LaCHIP Affordable Plan Clinic 2.70% 0.00% 2.71% 

LaCHIP Affordable Plan Family Planning 2.70% 0.00% 2.71% 

LaCHrP Affordable Plan Other 2.71% 0.00% 2.71% 
LaCHIP Affordable Plan Prescribed Drugs 1.35% 0.00%, 1.35% 
LaCHIP Affordable Plan Emeraency Room 2.70% 3.72% 6.52% 
LaCHIP Affordable Plan Basic Behavioral Health 2.70% 0.00% 2. 70% 
Maternity Kickpayment Maternity Kickpayment 0.00% 0.00% 0.00% 

The overa ll annua lized per member per month (PMPM) trend assumption fo r the Prepa id 
program is 2.44%. 
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Programmatic Changes/Rate Issues 
Programmatic change adjustments recognize the impact of benefit or eligibi lity changes that 
took place during or after the base year. Mercer applied any known programmatic change 
adjustments as of December 31,2012. to incorporate factors not fully reflected in the base data. 
These adjustments were mutually exclusive and made only once in the rate-setting process. 

Changes to Inpatient Hospital Reimbursement - Various changes have been made to 
hospital per diem rates. Effective for dates of service on or after August 1,2012, the inpatient 
per diem rates as of January 1, 2011, and applicable cost settlements are reduced by 3.7% for 
children's and private hospitals and 10% for State hospitals. Rural hospitals continue to be 
excluded from the rate reductions. 

Changes to the Laboratory/Radiology Fee Schedule - There have been various changes 
to fee schedules. Most recently, effective for dates of service on or after July 1, 2012, the 
reimbursement rates for laboratory services are reduced by 3.7% of the fee amounts on file 
as of January 1, 2011 . 

Outpatient Hospital Fee Schedule Changes 
Children's Specialty Hospitals 

Effective for dates of service on or after August 1, 2012, the reimbursement paid to children's 
specialty hospitals for clinical diagnostic laboratory, rehabilitation services, and outpatient 
hospital facility fees for office/outpatient visits is reduced by 3.7% of the fee schedule on file 
as of January 1, 2011. 

Through August 3, 2009, children's specialty hospitals were cost settled at 83.18% of allowable 
cost for other outpatient hospital services. From August 4,2009 through August 31 , 2009, these 
hospitals were cost settled at 78.48% of allowable cost. From September 1,2009 through 
February 2, 2010. these hospitals were cost settled at 97.00% of allowable cost. From 
February 3. 2010 through July 31. 2010, these hospitals were cost settled at 92.15% of 
allowable cost. From August 1,2010 through December 31,2010, these hospitals were cost 
settled at 87.91 % of allowable cost. From January 1, 2011 through July 31. 2012. these 
hospitals were cost settled at 86.15% of allowable cost. From August 1. 2012 fOlWard, these 
hospitals' cost settlements are to be reduced by 3.7% of allowable cost as calculated through 
the cost report settlement process. making final reimbursement 82.96%. 

Non~State and Non~Rural Hospita/s 
Again, there have been various changes to fee schedules. Most recently, effective for dates of 
service on or after August 1, 2012, the reimbursement paid to non-rural, non-state hospitals for 
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outpatient clinica l diagnostic laboratory services, surgeries, rehabilitation services, and hospital 
facility fees for office/outpatient visits is reduced by 3.7% of the fee schedule on file as of 
January 1, 2011. 

Through August 3, 2009, non-sta te and non-rural outpatient hospitals were cost settled at 
83. 18% of cost. From August 4, 2009 through February 2, 2010, these hospitals were cost 
settled at 78.48% of cost. From February 3, 2010 through July 31 . 2010, these hospitals were 
cost settled at 74.56% of cost. From August 1, 2010 through December 31, 2010, these 
hospitals were cost settled at 71.13% of cost. From January 1, 2011 through July 31, 2012, 
these hospitals were cost settled at 69.71 % of allowable cost. From August 1,2012 forward, 
these hospitals' cost settlements are to be reduced by 3.7% of allowable cost as ca lculated 
through the cost report settlement process, making final reimbursement 67. 13%. 

State Hospitals 
Effective for dates of service on or after August 1, 2012, the reimbursement paid to State 
hospitals for outpatient clinical diagnostic laboratory services, surgeries, rehabilitation services, 
and hospita l facility fees for office/outpatient visits is reduced by 10.0% of the fee schedule on 
file as of July 31 , 2012. 

Through July 31 , 2012, State hospitals were cost settled at 100.0% of allowable cost fo r other 
outpatient services. From August 1,2012 forward, these hospitals' cost settlements are 10 be 
reduced by 10.0% of allowable cost as calcu lated through the cost report settlement process, 
making final reimbursement 90.0%. 

Physician Fee Schedule Changes 
Effective July 1, 2012, in general, the reimbursement for non-FQHC/RHC physician services 
was reduced by 3.4% of the rales in effect on January 22, 2010. Exceptions to the general rule 
are primary care codes (99201-99499) and vaccine administration codes (90460-1 , 90471-4) 
with specialties of Family Practice, Pediatrics, and Internal Medicine that are subject to 
reimbursement at 100% of Medicare in 2013, under the Affo rdable Care Act. In addition, 
cesarean deliveries and consult codes are reimbursed at the vaginal delivery rate or evaluation 
and management (E&M) rate, respectively. 

Clinical Services-End Stage Renal Disease Facilities Non-Medicare Claims 
Reimbursement Rate Reduction 
Various changes, most recently, effective for dates of service on or after July 1, 20 12, 
the reimbursement to ESRD facilities was reduced by 3.7% of the rates in effect on 
January 1, 2011 . 
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Non-Emergency Medical Transportation - Most recently. effective for dates of service on 
or after July 1, 2012, the reimbursement rates for non-emergency, non-ambulance medica l 
transportation services was reduced by 3.7% of the rates in effect on January 1. 2011 . 

Emergency Medical Transportation - Most recently, effective on or after August 1, 201 2, the 
reimbursement rates for emergency ambulance transportation servi ces is reduced by 5.0% of 
the rate on fi le as of July 1, 201 2. 

The compounded effect of all of the fee schedule changes by category of aid and ca tegory of 
service can be found in the table below. Overall , the fee schedule changes since the base data 
period reduced cost by approximately 6.96% for SFY10 and 2.53% for SFY11. 

I~' COA D,s«lpt;.n Final Mercer COS Description 
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I Nurse 

Adjustment for Adjustment for 
Fee Schedule Fee Schedule 

Changes Changes 
(SFY10) (SFY11) 

-, . 

.'ifot fffJ% 
'.54% .27% 

-, 1.62% 

-14.27' -10.89% 
-12.4' 

1.70' 
-, 1.57% 

-7. 12% -, 1.52% 
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Mercer COA Description Final Mercer COS Description 
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Adjustment for 
Fee Schedule 

Changes 
(SFY10) 

-1 ~ 

.8~ 
.93% 
.620, 

.02% 
1.55% 

-.:'~~ 
~.7 1 % 

-1 1.67% 
.81% 

Adjustment for 
Fee Schedule 

Changes 
(SFY11) 

. % 

.26% 
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Mercer COA Description final Mercer COS Description 

Breast and Cervical Cancer S iall Care Ph sician 
Breast and Cervical Cancer FQHCIRHC 
Breast and Cervical Cancer EPSDT 
Breast and Cervical Cancer Certified Nurse Practitioners/Clinical Nurse 
Breast and Cervical Cancer Lab/RadiolOQY 
Breast and Cervical Cancer Home Health 
Breast and Cervical Cancer EmerQency Transportation 
Breast and Cervical Cancer Non-EmerQency Transportation 
Breast and Cervical Cancer Rehabilitation Services (OT, PT, ST) 
Breast and Cervical Cancer DME 
Breast and Cervical Cancer Clinic 
Breast and Cervical Cancer Family Planning 
Breast and Cervical Cancer Other 
Breast and Cervical Cancer Prescribed Dru s 
Breast and Cervical Cancer Emergency Room 
Breasl and Cervical Cancer Basic Behavioral Heallh 
LaCHIP Affordable Plan In atienl Hos ital 
LaCHIP Affordable Plan Out alieni Hos ital 
LaCHIP Affordable Plan Primary_Care Phy§ ician 
LaCHIP Affordable Plan S ecialty Care Physician 
LaCHIP Affordable Plan FQHClRHC 
LaCHIP Affordable Plan EPSDT 
LaCHIP Affordable Plan Certified Nurse Practitioners/Clinical Nurse 
LaCHIP Affordable Plan Lab/Radiology 
LaCHIP Affordable Plan Home Health 
LaCHIP Affordable Plan Emerg~ncy TransP.9rtation 
LaCHIP Affordable Plan Non-Emer enc Trans ortation 
LaC HIP Affordable Plan Rehabi litation Services OT, PT, ST 
LaCHIP AffOfdable Plan DME 
LaCHIP Affordable Plan Clinic 
LaCHIP Affordable Plan Family Planning 
LaCHIP Affordable Plan Other 
LaCHIP Affordable Plan Prescribed Drugs 
LaCHIP Affordable Plan Emergency Room 
LaCHIP Affordable Plan Basic Behavioral Health 
Matemily Kickpayment Matemity Kickpayment 

TALENT · HEALTH· RETIREMENT· INVESTMENTS 

Adjustment for Adjustment for 
Fee Schedule Fee Schedule 

Changes Changes 
(SFY10) (SFY11) 

-6.27% -0.64% 
0.02% 0.02% 
-2.00% 0.00% 
-3.71% -3.70% 
-12.59% -2.87% 
-5.63% -4.66% 
-14.27% -10.89% 
-12.4 1% -5.02% 
-3.70% -3.70% 
-3.70% -3.70% 
4 .99% 5.96% 

-14.37% -12.82% 
-10.48% -3.70% 
-2.49% -0 .89% 
-8.64% 4.73% 
-3.49% -1.65% 
-8.66% -2.93% 

-10.36% -5.00% 
-3.71'% 2.57% 
-8.49% -1.10% 
0.02% 0.04% 
-3.07% -1.48% 
-3. 70% -3.70% 

-10.32% -3.74% 
-5.63% -4.66% 

-14.27% -10 .89% 
-12.41% ·5.02% 
-3.70% -3.70% 
-3.70% -3.70% 
4 .56% -4.02% 

-10.43% -6.97% 
-12.02% -2.95% 
-2.49% ·0.89% 
-8.80% -2.63% 
1.93% 4.17% 

·12.48% -4 .80% 
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Oata Smoothing 
As part of the rate development process, Mercer blended data from SFY10 and SFY11 to arrive 
at the overall data source for rate setting. The goal of the blending process is to obtain a set 
of base data that has sufficient credibility and reasonableness to develop actuarially·sound 
capitation rates. Mercer applied weights of 40% and 60% to the SFY1 0 and SFY11 data, 
respectively. 

Beyond blending data from multiple years, Mercer also used state wide figures where particular 
rate cells within a region had small enrollment. The cost PMPM for a small rate cell is subject to 
large fluctuations from one year to the next. thus rendering it less effective at predicting future 
cost. Using state wide figures results in greater data credibility and reduces the impact of 
random fluctuations exhibited by the data. 

Some categories of eligibility such as the Foster Children, Breast and Cervical Cancer, and 
LaCHIP Affordable Plan are too small to have separate rate cells due to data credibility 
concerns. Therefore, state wide figures are used for these populations and the data has been 
combined across all age and sex cells in determining the capitation rate. 

Managed Care Assumptions 
Mercer and DHH discussed areas for improvements in managed care efficiency. Prior studies of 
savings achieved in transitioning from FFS to Managed Care showed savings of 2%_1 9%'. 

Managed Care is able to generate savings by: 

Encouraging the use of preventive services so that acute conditions are not exacerbated to 
the point that requires a visit to the emergency room (ER) or hospitalization. 

• Use of alternatives to the ER for conditions that are non-emergent in nature. Some 
Louisiana Medicaid recipients make very frequent use of the ER, and ERs are much more 
expensive than other viable alternatives. Those alternatives, such as extended hours for 
doctor's offices, after-hours urgent care clinics, or even nurse advice lines, may result in 
Sign ificantly more pleasant experiences than the hospital ER as well. 

By increasing access and providing member education, BAYOU HEALTH plans can steer 
some of the members away from the more costly ER setting when the condition is not 
emergent in nature. 

, The Lewin Group - Medicaid Capitation Expansion's Potential Cost Savings . 
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• Minimizing duplication of services. When a recipient doesn't have a "medical home" or care 
coordinator, they often seek care from different providers, sometimes at different locations, 
each time they need care. The new provider must get to know them and their history over 
again and may order duplicative tests that have already been done by another provider. 
The provider that knows them may more easily focus in on their needs and provide more 
targeted care . 

Hospita l discharge planning to ensure a smooth transition from facility-based care to 
community resources and minimize readmissions . 

Mercer has performed a study of the potentially preventable hospita l admissions using the 
method prescribed by the Agency for Healthcare Research and Quality (AHRQ). The study 
confirmed that there were significant opportunities for savings due to hospital admissions 
associated with low birth weight babies, congestive heart failure, bacterial pneumonia, and 
other conditions which AHRQ has determined to be avoidable. 

The table be low illustrates the managed care savings applied by category of aid and categories 
of service. 

COA Description COS Description 

SSI Inpatient Hospital 

SSI Outpatient Hospital 

SSI Primary Care Physician 

SSI Specialty Care Physician 

SSI FQHC/RHC 
SSI EPSDT 

SSI Certified Nurse Practitioners/Clinical Nurse 
SSI Lab/Radiology 

SSI Home Health 

SSI Emergency Transportation 

SSI Non-Emergency Transportation 

SSI Rehabilitation Services (OT, PT, ST) 
SSI DME 
SSI Clinic 

SSI Family Planning 

SSI Other 

SSI Prescribed Drugs 

TAlENT · HEAlTH · RETIREMENT· INVESTMENTS 

Utilization Unit Cost PMPM 

-20.73% 4.45% -17.20% 
-15.72% 2.78% -1 3.38% 

9.30% 6.73% 16.65% 
-15.70% 1.73% -14.24% 

4.30% 1.73% 6.10% 
9.30% 6.73% 16.65% 
9.30% 6.73% 16.65% 

-11 .44% 1.74% -9.89% 
4.28% 1.72% 6.08% 

-5.70% 1.73% -4.07% 
4.30% 1.73% 6.10% 

-5. 72% 1.73% -4.09% 
-15.72% 1.73% -14.26% 
-15.70% 1.73% -14.24% 

4.30% 1.73% 6.10% 
4.29% 1.73% 6.08% 

-2.90% -9.60% -12.22% 
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COA Descri ption COS Description 

551 Emergency Room 

551 Basic Behavioral Health 

Family and Children Inpatient Hospital 

Family and Children Outpatient Hospital 

Family and Children Primary Care Physician 

Family and Children Specialty Care Physician 

Family and Children FQHClRHC 

Familv and Children EP$DT 

Familv and Children Certified Nurse Practitioners/Clinical Nurse 

Familv and Children Lab/RadioloQv 
Familv and Children Home Health 

Family and Children EmerQency Transportation 

Family and Children Non-EmerQency Transportation 

Family _and Children Rehabilitation Services OT, PT, 5T) 

Family_and Children DME 
Family and Children Clinic 

FamilY.,and Children FamilY Planninq 

FamilY and Children Other 

Family and Children Prescribed DrUQS 

FamilY and Children Emerqency Room 

Family and Children Basic Behavioral Health 

Foster Care Children Inpatient Hospital 

Foster Care Children Outpatient Hospital 

Foster Care Children Primary Care Physician 

Foster Care Children Specialty Care Physician 

Foster Care Children FQHCIRHC 

Foster Care Children EPSDT 

Foster Care ChHdren Certified Nurse Practitioners/Clinical Nurse 

Foster Care Children Lab/Radiology 

Foster Care Children Home Health 

Foster Care Children Emergency Transportation 

Foster Care Children Non-Emergency Tran sportation 

Foster Care Children Rehabilitation Services (OT. PT, ST) 

Foster Care Children DME 

TALENT · HEAlTH • RETIREMENT · INVESTMENTS 

Ut1l1zation Unit Cost PMPM 

-25.72% 6.79% -20.68% 
4.30% 1.73% 6.10% 

-25.73% 4.45% -22.431,1/0 
-15.72% 2.78% -13.38% 

9.28% 6.72% 16.63% 
-15.72% 1.73% -14.26% 

4.28% 1.72% 6.08% 

9.28% 6.12% 16.63% 

9.28% 6.72% 16.63% 
-11.44% 1.74% -9.90% 

4.28% 1.72% 6.08% 
-5.72% 1.73% -4.09% 
4.28% 1.72% 6.08% 

-5.72% 1.73% -4.09% 
-15.72% 1.73% -14.26% 
-15.72% 1.73% -14.26% 

4.28% 1.73% 6.08% 
4.28% 1.73% 6.08% 

-2.80% -11.00% -13.49% 
-25.72% 6.79% -20.68% 

4.28'% 1.72% 6.08% 
-20.73% 4.45% -17.20% 
-15.72% 2.78% -13.38% 

9.30% 6.73% 16.65% 
-15.70% 1.73% -14.24% 

4.30% 1.73% 6. 10% 
9.30% 6.73% 16.65% 
9.30% 6.73% 16.65% 

-11.44% 1.74% -9.90% 
4.28% 1.72% 6.08% 

-5.70% 1.73% -4.07% 
4.30% 1.74% 6.11 % 

-5.72% 1.72% -4.09% 
-15.71% 1.72% -1 4.26% 

..... MARSH&MCLENNAN 
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COA Description COS DescriptIon 

Fosler Care Children Clinic 

Fosler Care Children Family Planninq 

Fosler Care Children Other 

Foster Care Children Prescribed Drugs 

Fosler Care Children EmerQency Room 

Fosler Care Children Basic Behavioral Health 

Breast and Cervical Cancer Inpatient Hospital 

Breast and Cervical Cancer Outpatient Hospital 
Breast and Cervical Cancer Primary Care Physician 

Breast and Cervical Cancer Specialty Care Physician 

Breast and Cervical Cancer FQHCIRHC 
Breast and Cervical Cancer EPSDT 
Breast and Cervical Cancer Certified Nurse Practitioners/Clinical Nurse 

Breast and Cervical Cancer Lab/Radiology 

Breast and Cervical Cancer Home Health 
Breast and Cervical Cancer Emergency Transportation 

Breast and Cervical Cancer Non-Emergency Transportation 
Breast and Cervical Cancer Rehabilitation Services OT, PT, STl 
Breast and Cervical Cancer DME 
Breast and Cervical Cancer Clinic 
Breast and Cervical Cancer Family Planninq 

Breast and Cervical Cancer Other 

Breast and Cervical Cancer Prescribed DruQs 

Breast and Cervical Cancer EmerQency Room 

Breast and Cervical Cancer Basic Behavioral Health 

LaCHIP Affordable Plan Inp.?tient Hospital 

LaC HIP Affordable Plan Outpatient Hospital 

LaCHIP Affordable Plan Primary Care Physician 

LaCHIP Affordable Plan Specially Care Phvsician 
LaCHIP Affordable Plan FQHC/RHC 

LaCHIP Affordable Plan EPSDT 
LaCHIP Affordable Plan Certified Nurse Practitioners/Clinical Nurse 
LaCHIP Affordable Plan Lab/Rad iology 

LaCHIP Affordable Plan Home Health 

TALENT' HEALTH' RETlREMENl • !NVESTMENTS 

Utilization Unit Cost PM PM 

-15.70% 1.73% -14.24% 
4.30% 1.73% 6.10% 
4.28% 1.72% 6.08% 

-1.60% -9.60% -11 .05% 
-25.72% 6.79% -20.68% 

4.30% 1.73% 6.10% 
-20.73% 4.45% -17 .20% 

-15.72% 2.78% -13.38% 
9.30% 6.73% 16.65% 

-15.70% 1.73% -14.24% 

4.30% 1.73% 6.10% 

9.31% 6.73% 16.67% 

9.30% 6.73% 16.65% 

-11.44% 1.74% -9.90% 

4.28% 1.72% 6.08% 
-5.70% 1.73% -4.07% 

4.30% 1.73% 6.10% 
-5.72% 1.72% -4.10% 

-15.72% 1.73% -14.26% 

-15.70% 1.73% -14.24% 

4.30% 1.73% 6.10% 

4.28% 1.72% 6.08% 

-0.50% -10.80% -11.25% 

-25.72% 6.78% -20.68% 

4.30% 1.73% 6. 10% 

-25.73% 4.45% -22.43% 

-15.72% 2.78% -13.38% 

9.28% 6.72% 16.63% 

-15.72% 1.73% -14.26% 
4.28% 1.72% 6.08% 

9.28% 6.72% 16.63% 

9.28% 6.72% 16.63% 
-11.44% 1.74% -9.90% 

4.28% 1.72% 6.08% 

...... .... ·!ARSH & MCLEN NAN 
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COA Desc ription COS Description Utilization Unit Cost PMPM 

LaC HIP Affordable Plan Emergency Transportation -5.72% 1.73% -4.09% 
LaCHIP Affordable Plan Non-Eme':flf?ncy Transportation 4.28% 1.72%) 6.08% 
laCHIP Affordable Plan Rehabilitation Services LOT, PT, Sil . -5.72% 1.73% -4 .09% 
LaCHIP Affordable Plan DME -15.72% 1.73% -14.26% 
LaCHIP Affordable Plan Clinic -15.72% 1.73% -14.26% 
LaCHIP Affordable Plan Familv Plannina 4.28% 1.73% 6.08% 
l aCH IP Affordable Plan Other 4.28% 1.73% 6.08% 

laCHIP Affordable Plan Prescribed DruQs -2.80% -11.00% -13.49% 
LaCHIP Affordable Plan Emeraencv Room -25.72% 6.79% -20 .68% 

LaCHIP Affordable Plan Basic Behavioral Health 4.28% 1.72% 
Maternitv Kickoavment Maternitv Kick,payment 0.00% 1.70% 

The overall impact of managed care assumptions was a reduction of 10.19% to the rates. 

Commercial Reinsurance 
To provide protection against the risk of catastrophic claims, the Prepaid plans are encouraged 
to purchase reinsurance to insure against large claims incurred by an individual member. 

Administration, Profit, and Tax Load 
Mercer and DHH reviewed the components of the administrative allowance to evaluate the 
administrative rates paid to the BAYOU HEALTH plans. The review focused on the reporting 
and organizationa l requirements detailed in the BAYOU HEALTH provider agreement. Mercer 
modeled the cost structure for these requirements to determine the administrative load 
necessary for an average plan in this program. Based on the analysis and comparisons 
wilh other state Medicaid programs' administrative allowances, Mercer assumed an overall 
administration load of 8.9% for the final premium rates. 

In addition, Mercer included profit and margin considerations in the rate development explicitly 
through a load of 1.9% of premium. This is an acceptable rate consideration per AA.3.2 of the 
eMS Rate-Setting Checklist. As instructed by DHH , a load for premium tax of 2.25% was also 
included in the final premium loaded for administration and profit. 

In total , the overall load applied to the rates for administration and profiUcontingencies was 
approximately 12.8%. We applied this as a load of 7.7% on the Maternity Kickpayment and a 
load of 13.1 % on all other rate cells. 

6.08% 
1.70% 

TALENT· HEALTH · RETIREMENT · INVESTMENTS 
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Risk Adjustment 
Risk adjustment will be applied to the rates in Attachment A to reflect differences in health 
status of the members served in each ptan using the ACG model. The risk adjustment process 
does not increase or decrease the overall cost of the program but can change the distri bution 
across the various BAYOU HEALTH plans according to the relative risk of their enrolled 
members. Actuarially sound risk adjustment protocols have been developed so as to be 
appropriate to rates that have been developed by underlying age and gender cells. 

Rate Ranges 
Mercer developed actuarially-sound rate ranges for DHH to use in determining the appropriate 
rates to pay the BAYOU HEALTH Plans. Mercer specifically priced the upper and lower 
bound of the rate ranges by varying the assumptions outlined above. Mercer varied the trend 
assumptions and the financial data adjustments to account for different levels of managed care 
efficiency and potential risk selection. As a result. the lower bound of the rate range represents 
a rate for a very efficient BAYOU HEALTH Plan and the upper bound represents the least 
amount of efficiency DHH is willing to purchase. The final rates to be paid by DHH are within the 
ranges and are included as Attachment A to this letter. 

Rate Development Overview 
To provide additional detail on the rate development, Mercer has also provided an overview of 
the adjustments applied to each rate ce ll in Attachment B. This exhibit presents the breakdown 
of the assumptions used to calculate the Target rate within the actuarially sound rate range. 

Family Planning Portion of the Rates 
Mercer has analyzed the component of the rates associated with Family Planning services so 
that OHH may claim the enhanced federal match of 90% on these services. CMS issued a guide 
in June 2009, to assist states in determining which services are allowed to be claimed at the 
enhanced federal match rate. Specific details on codes used to identify family planning services 
can be found in the document accompanying this letter. 

Attachment C below contains the PMPMs associated with Family Planning that will be claimed 
at the enhanced match rate . Please note that these Family Planning PMPMs do not include load 
for administration and profit. 

TALENT · HEAlTH • RETIREMENT ' INVESTMENTS 
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Certification of Final Rate Ranges 
In preparing the rate ranges underlying the rates shown in Attachment A, Mercer has used 
and relied upon enrollment, FFS claims, reimbursement level, benefit design, and information 
supplied by the DHH and its fiscal agent. The DHH and its fiscal agent are responsible for the 
validity and completeness of this supplied data and information. We have reviewed the data and 
information for internal consistency and reasonableness but we did not audit it. In our opinion it 
is appropriate for the intended purposes. If the data and information are incomplete or 
inaccurate, the values shown in this report may need to be revised accordingly. 

Mercer certifies that the rates in Attachment A were developed in accordance with generally 
accepted actuarial practices and principles and are appropriate for the Medicaid covered 
populations and services under the managed care contract. Rate estimates provided are based 
upon the information available at a point in time and are subject to unforeseen and random 
events. Therefore, any projection must be interpreted as having a likely range of variability from 
the estimate. The undersigned actuary is a member of the American Academy of Actuaries and 
meets its qualification standards to certify to the actuarial soundness of Medicaid managed care 
capitation rates. 

Rates and ranges developed by Mercer are actuarial projections of future contingent events. 
Actual BAYOU HEALTH plan costs will differ from these projections. Mercer has developed 
these rates on behalf of DHH to demonstrate compliance with the CMS requirements under 
42 CFR 438.6(c) , and in accordance with applicable law and regulations. Use of these rate 
ranges for any purpose beyond that stated may not be appropriate. 

BAYOU HEALTH plans are advised that the use of these rate ranges may not be appropriate 
for thei r particular circumstance and Mercer disclaims any responsibility for the use of these 
rate ranges by BAYOU HEALTH plans for any purpose. Mercer recommends that any BAYOU 
HEALTH plan considering contracting with the DHH should analyze its own projected medical 
expense, administrative expense, and any other premium needs for comparison to these rate 
ranges before deciding whether to contract with the DHH. 

TALENT · HEALTH · RETIREMENT · INVESTMENTS 
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This certification leUer assumes the reader is familiar with the BAYOU HEALTH Program, 
Medica id eligibility rules , and actuarial rating techniques. It is intended for DHH and eMS, and 
should not be relied upon by third parties. Other readers should seek the advice of actuaries or 
other qualified professionals competent in the area of actuarial rate projections to understand 
the technical nature of these results. 

If you have any questions on any of the information provided, please feel free to call me at 404 
4423249. 

Sincerely, 

Sudha Shenoy, FSA, MAAA, CERA 
Principal 

TAtENT • HEAlTH · RETIREMENT · INVESTMENTS 
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Family Planning Rate Overview 

RC 

PMPM Post 
Smoothing 
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FY11 Family 
I Family Plan 

PMPM 
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OHH 
Admin. 
Region Region Description COA Oescrlptlon RC Descript ion 

04 Lafa ette SSI 0-2 Monlhs Male and Female 
04 Lafa ette SSI 3-11 Months. Male and Female 
04 Lafa ette SSI 1-5 Years Male and Female 
04 Lafa ette SSI 6-13 Years Male and Female 
04 lara ette SSI 14·' 8 Years, Male and Female 
04 Lafa ette SSI 19-44 Years Male and Female 
04 Lara ette SSI 45+ Vears. Male and Female 
04 Lara ette Fami and Children 0·2 Monlhs Male and Female 
04 Lara ette Fam; and Children 3-1 1 Months Male and Female 
04 Lara ette Fami and Children ' ·5 Years Male and Female 
04 Lara ette Fami and Children 6·1 3 Years. Male and Female 
O' Lala etle F.m and Children 14.18 Years Female 

" Lafa eUe Fami and Children 14·18 Years Male 

" Lafa etle Fami and Children 19-44 Years Female 

" Lala eUe Fami and Children 19-44 Years Male 

" Lala eUe Fami and Children 45+ Years Female 

" Lafa eUe Fami and Children 45+ Years. Male 

" Lafa eUe Foster Care Children Foster Care All es Male & Female 

" Lafa eUe Breast and Cervical Canct'f BCC. AI A es Female 

" Lala eUe LaCHIP Affordable Plan LAP All A es Male & Female 

" Lala eUe Maternit Kick a ~t Materni Kic • en!. All " 

TALENT ' HEALTH · RETIREMENT ' INVESTMENTS 

PMPM Post 
Smoothing 
wlStalewlde 

S 15034.94 
S 3.440.54 
S 601.65 
S 28 1.39 
S 272.26 

550.63 
S 822.81 
S 955.39 
S 230.30 

105.41 
S 90.04 
S 110.00 

85.31 
S 201.63 

213.47 
371.99 

S 371.85 
S 185.94 
S 1 598.42 
S 119.90 
S 4.308.13 

FY11 Family 
Planning Family Planning 

Percentage PM PM 
0.0% -
0.0% S -
0.0% -
0.0% S 0.03 
0.4% 1.04 
0.2% S 1.10 
0.0% S 0.11 
0.0% S -
0.0% -
0.0% -
O.O·~ S 0.04 
3.2% S 3.47 
0.0% 0.00 
2.7% 5 5.47 
0.0% 0.01 
0. 1% 0.49 
0.0% -
0.3% S 0.64 
0.0% 0.36 
0.3% S 0.40 
0.0% S 1.78 

~ MARSH&.MCLENNAN 
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Attachment D 
Data Certification 

Bobby J indal 
~ :Il\'l 11:-'01( 

Brm,:c D. Greens tein 
~I (I(I I lin 

~tatt of JLouiliiana 
Department o f I-kalrh and Hospimb 

BAYOU HEALTH 

Mr. Nick Simmons, FIA, FSA, MAAA 
Principal 
Mercer Government Human Service Consulting 
3560 Lenox Road, Suite 2400 
Atlanta , GA 30326 

RE: Actuarial Certification of July 1, 2012 - December 31, 2012 Prepaid 
Rates 

Dear Nick: 

I. Madeline W. McAndrew, BAYOU HEALTH Project Director, for the Louisiana 
Department of Health and Hospitals (DHH), hereby affirm that the data prepared 
and submitted to Mercer Government Human Service Consulting (Mercer) for the 
purpose of certifying the July 1, 2012 - December 31 , 2012 Prepa id rates were 
prepared under my direction, and to the best of my knowledge and belief are 
accurate, complete, and consistent with the data used to develop the capitation 
rates. This data includes Fee For Service (FFS) data files and supplemental 
information on payments made outside of Louisiana's Medicaid Management 
Information System (MMIS). 

Mercer relied on DHH for the collection and processing of the FFS data. Mercer 
did not audit the FFS data, but did assess the data for reasonableness as 

d c"mented in th~ prr;;)~~ -'1 /1 2- / fAj /"L 

Signature ~ . 

U ;~ ", · ; I I. II,,; I..I ;,,~ · 6lII Nonh ~ " Suc., (7050!) ' ".0. Uos 9Ol.IO ' U~IO" R .... I:<". l..o .. ;.;~,,~ 70!l21·06.!'.1 
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Prepaid Append ix I - Performance Measures 

Louisiana Administrative Performance Measurement Set 

Minimum 
Measure Performance 

Standard 

Percent of PCP Practices that provide verified 24/7 phone access with ability to speak with a PCP 
2:95% 

Practice clinician (MO, ~O, NP, PA, RN, LPN) within 30 minutes of member contact. 

Percen t of standard service authorization requests processed in t imeframes in the contract 2:95% 

Percent of expedited service authorization requests processed in timeframes in the contract HOO% 

Percent of calls to Health Plan's Member Services answered by a live person or directed to an 
2:90% 

automated call pickup system with IVR options within 30 seconds 

Average hold time for calls to Members Services s 3.0 minutes 

Percent of calls to Member Services that are abandoned (Callers who call then hang up before a 
<5% 

representative answers.) 

Percent of calls to Health Plan's Provider Services answered by a live person or directed to an 
2:90% 

automated call pickup system with IVR options wi thin 30 seconds 

Average hold time for calls to Provider Services :S 3.0 minutes 

Percent of calls to Provider Services that are abandoned (Callers who call then hang up before a 
<5% 

representative answers.) 

Percent of Member Appeals received by the Health Plan and resolved (approved or denia l upheld) 
~9S% 

within the timeframe of the contract 

Percent of Provider Appeals received by the Health Plan and resolved (approved or denial upheld) 
~95% 

within the timeframe of the co nt ract 

Percent of clean claims paid for each provider type within 15 business days ~90% 

Percent of clean claims paid for each provider type within 30 calendar days 2:99% 

Rejected claims returned to provider with reason code within 15 days of receipt of claims 
2:99% 

submission 

January 1, 2013 Page 1 of 4 



Prepaid Appendix J - Performance Measures 

Incentive Based Measures 

Access and Effectiveness of Care Use of Services Availability of Care 

$$ Adu lts' Access to $$ Comprehensive $$ Chlamydia Screening $$ Well-Child Visits in 
Preventive/ Ambulatory Diabetes Care HgbAIC in Women the Th ird, Fourth, Fifth 

Health Services and Sixth of life 

•• HEDIS ··HEDIS ··HEDIS/CHIPRA ··HEDIS/CHIPRA 

$$ Adolescent We ll-
Care Visits 

··HEDIS/CHIPRA 

January 1, 2013 Page 2of4 



Prepaid Appendix J - Performance Measures 

Levell Measures 

Access and 
Effectiveness of Care 

Prevention 
Use of Services 

Availability of Care Quality Indicators 

Chi ldren and Childhood Weight Assessment Adult Asthma Well-Child Visits in 

Adolescents Access to Immunizat ion and Counseling for Admission Rate the First 15 Months 
PCP Status Nutrition and of Ufe 

Physical Activity in 
Chil dren/ Adolescen Is 

•• HEOIS/ CHIPRA • *HEOIS/ CHIPRA • ·HEOIS/ CHIPRA ··AHRQ • "HEDIS/ CHIPRA 

Prenatal and Immunizations for Use of Medication CHF Admission Ambulatory Care (ER 
Postpartum Care Adolescenls for people w ith Rate Utilization) 

(Tim eliness of Asthma 
Prenatal Care and 
Postpartum Care) 

··HEDIS/CHIPRA ··HEOIS/CHIPRA ··HEDIS/CHIPRA ··AHRQ ··HEDIS 

Comprehensive 
Cholesterol Diabetes Care Uncontrolled 

Management for Diabetes 
Patients with Admission Rate 

cardiovascular 
conditions 

··HEDIS ··HEDIS ··AHRQ 

Cervical CA Breast CA Screening Plan All -Cause 
Screening Readmissions 

··HEDIS ··HEDIS/CHIPRA • ·HEDIS Adapted 
for Medicaid 

EPSDT Screening 
Rate 

• ·CMS 416 

January 1. 2013 Page 30f4 



Prepaid Appendix J - Performance Measures 

Level 2 Measures 

Effectiveness of Ca re Use of Services 
Satisfaction and 

Outcomes 

Follow-Up Care for Cesarean Rate for low-Risk Emergency Utilization-Avg CAHPS Health Plan 
Children Prescribed AOHD First Birth Women II of ED visits per member Survey 4.0, Adult Version 

Medication per report ing period 

• ·HEOIS/ CHIPRA "CHIPRA "CHIPRA • ·HEDIS 

Otitis Media Effusion Appropriate Testing for Annual II of asthma CAHPS Health Plan 
Children With Pharyngitis patients (lyr old) wi th 1 Survey 4.0, Child Version 

asthma related ER visit including Children With 
Chronic Conditions 

"CHIPRA ··HEDIS/ CH IPRA ··CHIPRA ··HEOIS/ CHIPRA 

Provider Satisfaction 
Controlling High Blood % of Pregnant Women who Frequency of Ongoing 

Pressure are screened for tobacco Prenatal care 
usage and secondhand 

smoke exposu re and are 
offered an appropriate and 
individualized intervention 

• "HEDIS •• State ··HEOIS/CHIPRA ··State 

Pediatric Central-line 
Associated Bloodstream Total number of eligible 

Infections women who receive l7-0H 

progesterone during 

pregnancy, and % of 

preterm births at fewer 

than 37 weeks and fewer 

than 32 weeks in those 

recipients 

"CHIPRA •• State 

Percent of live births 
weighing less than 2,500 

grams 

"CHIPRA 
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