


































































































& MERCER Senr Assocate

Brandon Odall, FSA, MAAA
Associale Acluary

Government Human Services Consulling
3560 Lenox Road, Suite 2400

Allanta, GA 30326

404 442 3100

WL meTcer-govemmaent.manrcern.com

Ms. Mary Johnson

Bayou Health Program Director

Louisiana Department of Health and Hospitals
Bureau of Health Services Financing

628 North 4th Street

Baton Rouge, LA 70821

April 25, 2014

Subject: Bayou Health — Shared Savings Model Benchmark Development for Contract Period
January 1, 2014 through June 30, 2014

Dear Ms. Johnson:

The Louisiana Department of Health and Hospitals (DHH) contracted with Mercer Government
Human Services Consulting (Mercer) to develop benchmark costs for the purpose of measuring
savings achieved by the Shared Savings plans under the Bayou Health Program. These
benchmarks are to cover the period from January 1, 2014 through June 30, 2014.

Section 1902(a)(13)(C) of the Social Security Act as amended by the Affordable Care Act (ACA) of
2010, requires that state Medicaid programs increase payments to primary care providers in 2013
and 2014. Please note the unit cost differential due to the ACA Section 1202 Primary Care
Service increase is not included in the benchmarks. This cost differential will be paid to the
providers in accordance with the approved State Plan Amendment for the primary care physician
(PCP) increase.

This letter presents an overview of the methodology used in Mercer's benchmark development
process as approved by the Centers for Medicare & Medicaid Services (CMS) on October 17,
2012, This benchmark development process was based on Medicaid fee-for-service (FFS)
medical claims and resulted in development of a single set of proposed benchmarks for each
region and rate cell combination, which are attached to this letter.

Rate Methodology

Overview

Benchmark costs for the Shared Savings model were developed in an actuarially sound manner.
Actuarially sound is defined in this letter as developed in accordance with generally accepted
actuarial principles and practices. The benchmark rates are appropriate for the populations to be
covered and the services to be furnished under this program.
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©» MERCER

Government Human Services Consulting
3560 Lenox Road, Suile 2400

Allanta, GA 30326

404 442 3100

WWW. mercer-govemment, mercer.com

Ms. Mary Johnson

Bayou Health Program Director

Louisiana Department of Health and Hospitals
Bureau of Health Services Financing

628 North 4th Street

Baton Rouge, LA 70821

February 28, 2014

Subject: Bayou Health — Shared Savings Model Benchmark Development for Contract Period
July 1, 2013 through December 31, 2013

Dear Ms. Johnson:

The Louisiana Depariment of Health and Hospitals (DHH) contracted with Mercer Government
Human Services Consulting (Mercer) to develop benchmark costs for the purpose of measuring
savings achieved by the Shared Savings program under the Bayou Health Program. These
benchmarks are to cover the period from July 1, 2013 through December 31, 2013.

Section 1902(a)(13)(C) of the Social Security Act as amended by the Affordable Care Act (ACA) of
2010, requires that state Medicaid programs increase payments to primary care providers in 2013
and 2014. Please note the unit cost differential due to the ACA Section 1202 Primary Care
Service increase is not included in the benchmarks. This cost differential will be paid to the
providers in accordance with the approved State Plan Amendment for the primary care physician
(PCP) increase and will be paid retroactively to reflect the appropriate costs.

This letter presents an overview of the methodology used in Mercer's benchmark development
process. Although there are no specific requirements of the Centers for Medicare & Medicaid
Services (CMS) concerning benchmark development, nor any requirement that the benchmarks
be actuarially ceriified, Mercer has participated in a series of discussions between the State and
CMS and we know that CMS has a significant interest in understanding how the benchmarks were
developed. This benchmark development process was based on Medicaid Fee-for-Service (FFS)
medical claims and resulted in development of a single set of proposed benchmarks for each
region and rate cell combination, which are attached to this letter.

Rate Methodology

Overview

Benchmark costs for the Shared Savings model were developed in an actuarially sound manner.
Actuarially sound is defined in this letter as developed in accordance with generally accepted
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