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Subject: Louisiana Bayou Health Program – Full Risk-Bearing Managed Care Organization
Rate Development and Actuarial Certification for the Period February 1, 2015 through January
31, 2016

Dear Ms. Johnson:

The Louisiana Department of Health and Hospitals (DHH) has contracted with Mercer
Government Human Services Consulting (Mercer) to develop actuarially sound capitation rate
ranges for the State of Louisiana’s Bayou Health program for the period of February 1, 2015
through January 31, 2016.

The Bayou Health program began February 1, 2012, and operated under two separate
managed care paradigms for the first three years of the program. The Bayou Health Prepaid
program operated under an at-risk capitated arrangement, and the Shared Savings program
was an enhanced Primary Care Case Management (ePCCM) program. Effective
February 1, 2015, Bayou Health will begin operating as an at-risk capitated program only.

This letter presents an overview of the methodology used in Mercer’s managed care rate
development for the purpose of satisfying the requirements of the Centers for Medicare
& Medicaid Services (CMS). This rate development process used Medicaid fee-for-service
(FFS) medical and pharmacy claims, Bayou Health Shared Savings claims experience, and
Bayou Health Prepaid encounter data. It resulted in the development of a range of actuarially
sound rates for each rate cell.

Medicaid benefit plan premium rates are “actuarially sound” if, for business in the state for which
the certification is being prepared and for the period covered by the certification, projected
premiums, including expected reinsurance and governmental stop-loss cash flows,
governmental risk adjustment cash flows, and investment income, provide for all reasonable,
appropriate and attainable costs, including health benefits, health benefit settlement expenses,
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marketing and administrative expenses, any government mandated assessments, fees, and
taxes, and the cost of capital. Note: Please see pages 8-9 of the August 2005, Actuarial
Certification of Rates for Medicaid Managed Care Programs, from the American Academy of
Actuaries, http://www.actuary.org/pdf/practnotes/health_medicaid_05.pdf.

Rate Methodology
Overview
Capitation rate ranges for the Bayou Health program were developed in accordance with
rate-setting guidelines established by CMS. For rate range development for the Bayou Health
managed care organizations (MCOs), Mercer used calendar year 2013 (CY13) Medicaid FFS
medical and pharmacy claims, Bayou Health Shared Savings claims experience, and Bayou
Health Prepaid encounter data. Restrictions were applied to the enrollment and claims data so
that it was appropriate for the populations and benefit package defined in the contract.

Mercer reviewed the data provided by DHH and the Prepaid and Shared Savings plans for
consistency and reasonableness and determined that the data are appropriate for the purpose
of setting capitation rates for the MCO program. The data certification shown in Appendix G has
been provided by DHH, and its purpose is to certify the accuracy, completeness, and
consistency of the base data.

Adjustments were made to the selected base data to match the covered populations and
Bayou Health benefit packages for rating year 2015 (RY15). Additional adjustments were then
applied to the base data to incorporate:

• Prospective and historic (retrospective) program changes not reflected (or not fully reflected)
in the base data.

• Provision for incurred-but-not-reported (IBNR) claims.
• Financial adjustments to encounter data for underreporting.
• Trend factors to forecast the expenditures and utilization to the contract period.
• Changes in benefits covered by managed care.
• Addition of new populations to the Bayou Health program.
• Opportunities for managed care efficiencies.
• Administration and underwriting profit/risk/contingency loading.

In addition to these adjustments, DHH takes two additional steps in the matching of payment to
risk:

• Application of maternity supplemental (kick) payments.
• Application of risk-adjusted regional rates.

http://www.actuary.org/pdf/practnotes/health_medicaid_05.pdf
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The resulting rate ranges for each individual rate cell were net of Graduate Medical Education
(GME) payments to teaching hospitals provided in the Louisiana Medicaid State Plan. Mercer
removed GME amounts in the FFS and Shared Savings data to be consistent with DHH’s
intention to continue paying GME amounts directly to the teaching hospitals. Encounter data
does not include GME payments and therefore no adjustment is required.

Bayou Health Populations
Covered Populations
In general, the Bayou Health program includes individuals classified as Supplemental Security
Income (SSI), Family and Children, Breast and Cervical Cancer, and LaCHIP Affordable Plan
(LAP) as mandatory or voluntary opt-out populations. Voluntary opt-in populations include
Home- and Community-Based Services (HCBS) Waiver participants and Chisholm Class
Members (CCM).

Chisholm Class Members
Effective February 1, 2015, members of Louisiana’s Chisholm class will be permitted to
participate in Bayou Health on a voluntary opt-in basis. Previously, membership in the Chisholm
class would make a recipient ineligible for Bayou Health.

Chisholm refers to a class action lawsuit (Chisholm v. Hood) filed in 1997. Chisholm class
members are defined as all current and future recipients of Medicaid in the State of Louisiana,
under age 21, who are now or will in the future be placed on the Office of Citizens with
Developmental Disabilities’ Request for Services Registry.

LaHIPP Population
Effective February 1, 2015, Bayou Health will include individuals covered by the Louisiana’s
Health Insurance Premium Payment (LaHIPP) Program. This program pays for some or all of
the health insurance premiums for an employee and their family if they have insurance available
through their job and someone in the family is enrolled in Medicaid. The program also covers
out of pocket expenses incurred by the enrollee (Medicaid is the secondary payer). Premiums
will continue to be paid by DHH, but out of pocket expenses incurred by the enrollee will be the
responsibility of the MCO. LaHIPP is not a category of eligibility. Enrollees in this program are
eligible under the other categories of aid (COA) and their experience are included in the
applicable COA and Rate Cell combination for purposes of developing the capitation rate range.

Excluded Populations
The following individuals are excluded from participation in the Bayou Health program:
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• Medicare-Medicaid Dual Eligible Beneficiaries
• Qualified Medicare Beneficiaries (QMB) (only where State only pays Medicare premiums)
• Specified Low-income Medicare Beneficiaries (SLMB) (where State only pays Medicare

premiums)
• Medically Needy Spend-Down Individuals
• Individuals residing in Long-term Care Facilities (Nursing Home, Intermediate Care

Facility/Developmentally Disabled (ICF/DD))
• Individuals enrolled in the Program for All-inclusive Care for the Elderly (PACE)
• Individuals only eligible for Family Planning services
• Individuals enrolled in the Greater New Orleans Community Health Connection (GNOCHC)

Demonstration waiver

Appendix B encompasses a comprehensive list of Bayou Health’s covered and excluded
populations.

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 bands to reflect
differences in risk due to age. In addition, due to the high cost associated with pregnancies,
DHH will pay a maternity kickpayment to the MCOs for each delivery that takes place. Table 1
shows a list of the different rate cells for each eligibility category including the maternity
kickpayments.

Table 1: Rate Category Groupings

COA Description Rate Cell Description
SSI Newborns, 0-2 Months of Age

Newborns, 3-11 Months of Age
Child, 1-18 Years of Age
Adult, 19+ Years of Age

Family and Children Newborns, 0-2 Months of Age
Newborns, 3-11 Months of Age
Child, 1-18 Years of Age
Adult, 19+ Years of Age

Breast and Cervical Cancer (BCC) BCC, All Ages
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LAP LAP, All Ages
HCBS Child, 0-18 Years of Age

Adult, 19+ Years of Age
CCM CCM, All Ages
Maternity Kickpayment Maternity Kickpayment
Early Elective Delivery Kickpayment EED Kickpayment

Region Groupings
For rating purposes, Louisiana has been split into four different regions. Table 2 lists the
associated parishes for each of the four regions.

Table 2: Region Groupings

Region
Description Associated Parishes (Counties)

Gulf Assumption, Jefferson , Lafourche, Orleans, Plaquemines, St. Bernard, St. Charles, St.
James, St. John, St. Mary, and Terrebonne

Capital
Ascension, East Baton Rouge, East Feliciana, Iberville, Livingston, Pointe Coupee,
St. Helena, St. Tammany, Tangipahoa, Washington, West Baton Rouge, and
West Feliciana

South Central
Acadia, Allen, Avoyelles, Beauregard, Calcasieu, Cameron, Catahoula, Concordia,
Evangeline, Grant, Iberia, Jefferson Davis, Lafayette, Lasalle, Rapides, St. Landry, St.
Martin, Vermilion, Vernon, and Winn

North
Bienville, Bossier, Caddo, Caldwell, Claiborne, DeSoto, East Carroll, Franklin, Jackson,
Lincoln, Madison, Morehouse, Natchitoches, Ouachita, Red River, Richland, Sabine,
Tensas, Union, Webster, and West Carroll

Bayou Health Services
Covered Services
Appendix C lists the services that the Bayou Health MCOs must provide. The MCOs also have
the ability to develop creative and innovative solutions to care for their members (i.e., provide
other cost-effective alternative services) as long as the contractually-required Medicaid services
are covered. Costs of alternative services are expected to be funded through savings on the
contractually-required services for which these services are a cost-effective substitute.
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New Services
Effective February 1, 2015, DHH has decided to incorporate services covered historically by
FFS in the Bayou Health program. The following services were previously excluded from the
Bayou Health program and now are included:

• Hospice services
• Personal care services for ages 0-20

Additionally, non-emergency medical transportation (NEMT) will be the responsibility of the
Bayou Health MCO, even if the service the recipient is being transported to is not a
Bayou Health-covered service. Previously, NEMT to non-covered services would have been
FFS.

Behavioral Health Mixed Services Protocol
In the Request for Proposals (RFP) issued by the State for the  Bayou Health program to be
effective February 1, 2015, Behavioral Health services are divided into two levels: basic and
specialized. Basic Behavioral Health services will be the responsibility of Bayou Health MCOs.
Basic services include:

• General hospital inpatient services, including acute detoxification
• General hospital emergency room (ER) services, including acute detoxification
• Federally Qualified Health Center (FQHC)/Rural Health Center (RHC) encounters that do

not include any service by a specialized behavioral health professional
• Professional services, excluding services provided by specialized behavioral health

professionals
• Prescribed drugs prescribed by any professional that is not a specialized behavioral health

professional

Specialized behavioral health services will be identified primarily based on provider type. Any
service provided by behavioral health specialists, as well as behavioral health facilities are
considered specialized behavioral health.

Excluded Services
Bayou Health MCOs are not responsible for providing acute care services and other Medicaid
services not identified in Appendix C, including the following services:

• Applied Behavioral Analysis
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• Dental services with the exception of Early and Periodic Screening & Diagnostic Treatment
(EPSDT) varnishes provided in a primary care setting

• ICF/DD services
• Personal Care services for those ages 21 and older
• 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

• HCBS Waiver services
• Specialized Behavioral Health,
• Targeted Case Management services
• Services provided through DHH’s Early-Steps Program

Data Adjustments
IBNR Claims
Completion factors were developed to incorporate consideration for any outstanding claims
liability.

To establish the completion factors for the Shared Savings/Legacy Medicaid FFS data, claims
were grouped into three COA and seven main completion service categories. All remaining
service categories were grouped into the other service category. Completion category mapping
is provided in Appendix C. Note that the BCC and CCM populations utilized SSI completion
factors and the LAP population utilized Family and Children completion factors, as these
populations are expected to exhibit similar completion patterns. Appendix D-1 summarizes the
completion factors adjustment that was applied to the Shared Savings/Legacy Medicaid FFS
data.

Encounter claim completion factors, developed separately for each Prepaid plan, were
compared to completion factors provided by the Prepaid plan actuaries and summarized by
completion category of service. Appendix D-2 summarizes the completion factors adjustment
that was applied to the Prepaid encounter data.

Under-reporting
Under-reporting adjustments were developed by comparing encounter data from the Medicaid
management information system (MMIS) to financial information provided by the Prepaid plans.
This adjustment was computed and applied on a plan basis resulting in an overall adjustment of
3.7%. Note this adjustment does not apply to the Shared Savings claims nor Legacy
Medicaid/FFS data.
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Third-Party Liabilities
All claims are reported net of third party liability, therefore no adjustment is required.

Fraud and Abuse Recoveries
DHH provided data related to fraud and abuse recoveries on the Shared Savings and Legacy
FFS. The total adjustment applied was -0.1%. Prepaid plans included fraud and abuse
recoveries in their financial reports. These recoveries were included in the development of the
underreporting adjustment.

Co-payments
Copays are only applicable to prescription drugs.  Pharmacy claims are reported net of any co-
payments so no additional adjustment is necessary.

DSH Payments
DSH payments are made outside of the MMIS system and have not been included in the
capitation rates.

Fee Schedule Adjustments
Fee Changes
These capitation rates reflect changes in made by DHH to the fee schedules used in the FFS
program. The first of these changes, effective February 1, 2013, was a 1% cut in fees paid to
non-rural, non-state hospitals. This 1% cut also applied to physician services, except for
procedure codes affected by Section 1202 of the Affordable Care Act, when performed by a
physician eligible for the enhanced payment rate. Fee changes also include estimation of cost
settlements and reflect the most up to date cost settlement percentages for each facility.   For
most non-rural facilities, the cost settlement percentage is 66.46% however some facilities are
settled at different amounts.  Rural facilities are cost settled at 110%.

Hospital Privatization
During 2013 nine state hospitals privatized.  As a result of this privatization, they no longer are
paid for services based on the state hospital fee schedule, but rather on the non-state, non-rural
fee schedule.  Similarly, reimbursement for cost-based services for these hospitals is now
based on the 66.46% cost settlement percentage for non-state, non-rural hospitals, rather than
the 90% cost-settlement percentage applicable to state hospitals. Two additional state hospitals
are closing. The utilization in these facilities was assumed to be absorbed by other facilities in
the regions and claims were adjusted accordingly.
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Tables 3 summarizes the overall fee schedule adjustment by COA that was applied to the
Prepaid encounter and Shared Savings/FFS claims data.

Table 3: Fee Schedule Adjustment

Prepaid Fee Schedule Adjustment Shared Savings/FFS Fee Schedule
Adjustment

COA Description Rate Impact COA Description Rate Impact
SSI 0.8% SSI -1.8%
Family & Children 0.6% Family & Children -1.6%
BCC -1.6% BCC -5.9%
LAP 1.3% LAP -0.7%
HCBS 0.0% HCBS -0.1%
CCM 0.0% CCM -1.1%
Maternity Kickpayment 1.7% Maternity Kickpayment -0.6%
EED Kickpayment 1.7% EED Kickpayment -0.6%
Total 0.7% Total -1.5%

ACA PCP
Under Section 1202 of the Affordable Care Act (ACA), state Medicaid programs were required
to increase payments to primary care providers (PCPs) in 2013 and 2014. This requirement
expires on December 31, 2014. As a result, 2013 Bayou Health encounter and FFS claims were
adjusted to reflect the decrease in PCP payment rates between 2013 and 2015. The reduction,
applied at the COA level is based on adjusting the provider fee schedule from the enhanced
ACA rate to the Medicaid rate set by DHH. Prepaid encounter data was adjusted based on
submissions by the plans, and following discussions with them to identify the necessary
adjustments to their experience. Table 4 summarizes the overall adjustment by COA that was
applied to the Prepaid encounter and Shared Savings/FFS claims data.
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Table 4: ACA PCP Adjustment

Prepaid Encounter ACA PCP Carve-Out Shared Savings/FFS ACA PCP Carve-Out

COA Description Rate
Impact COA Description Rate

Impact
SSI -1.3% SSI -1.5%
Family & Children -3.9% Family & Children -4.7%
BCC -0.7% BCC -0.7%
LAP -4.4% LAP -5.2%
HCBS 0.0% HCBS -0.7%
CCM 0.0% CCM -0.9%
Maternity Kickpayment 0.0% Maternity Kickpayment 0.0%
EED Kickpayment 0.0% EED Kickpayment 0.0%
Total -2.5% Total -3.1%

Program Changes
Act 312
Effective January 1, 2014, Act 312 requires that when medications are restricted for use by an
MCO by a step therapy or fail first protocol, the prescribing physician shall be provided with and
have access to a clear and convenient process to expeditiously request an override of such
restriction from the MCO. The MCO is required to grant the override under certain conditions.
Mercer reviewed this new requirement and estimated the impact of this change to be an
increase of approximately 3% of pharmacy costs.
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Early Elective Deliveries (EED)
Beginning February 2015, facility and delivering physician costs for early elective deliveries will
not be covered under the Bayou Health program. These deliveries will trigger a reduced
kickpayment to the MCO. Mercer identified the average facility and delivering physician costs
included in the maternity kick payment by region and removed those costs to create the EED
Kickpayment. Table 5 shows the adjustments and resulting EED Kickpayments.

Table 5: Early Elective Delivery Rate Reduction

Early Elective Delivery Rate Reduction
Region
Description

Reduction
(%)

Reduction -
Low

Reduction -
High

Gulf -34.3  $    (3,706.64)  $  (3,862.49)
Capital -43.3  $    (2,831.28)  $  (2,950.33)
South Central -41.2  $    (2,918.12)  $  (3,040.81)
North -38.0  $    (3,170.62)  $  (3,303.94)
Total -38.9  $    (3,169.67)  $  (3,302.95)

Retro-active Eligibility Adjustment
Beginning in February 2015 members granted retroactive eligibility will be capitated
retroactively, based on their eligibility for Bayou Health, for up to 12 months prior to enrollment
in a MCO. The MCO selected by these members will then receive the appropriate number of
capitation months, and will be liable for all claims incurred during this retroactive eligibility
period. In order to account for the inability of MCOs to manage these retro-active claims, an
adjustment factor has been applied to the capitation rates. Mercer did not apply any savings
adjustments to the retro-active period claims in the development of these factors. Table 6
summarizes the overall adjustment by rate cell for retro-active eligibility.
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Table 6: Retro-Active Eligibility Adjustment

Retro-Active Eligibility Adjustment

COA Description Rate Cell Description Adjustment
(%)

SSI 0-2 Months 0.0
SSI 3-11 Months 0.0
SSI Child 1-18 0.0
SSI Adult 19+ 0.5
Family & Children 0-2 Months 0.0
Family & Children 3-11 Months 0.0
Family & Children Child 1-18 0.0
Family & Children Adult 19+ 1.7
BCC BCC, All Ages 7.5
LAP LAP, All Ages 0.0
HCBS Child 0-18 0.0
HCBS Adult 19+ 0.0
CCM CCM, All Ages 0.0
Maternity Kickpayment Maternity Kickpayment 0.0
EED Kickpayment EED Kickpayment 0.0
Total 0.7

Rating Adjustments
Trend
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 cost of providing health care
services in a future period. Mercer studied historical cost and utilization data for each of the
three data sources incorporated in the capitation rates: Prepaid encounters, Shared Savings,
and FFS. Trends were selected based on Louisiana experience, as well as national trend
information. Trends by population are shown in Appendix E.

Managed Care Adjustments
For those populations and services that had previously been excluded from Bayou Health,
Mercer adjusted the capitation rates to reflect areas for managed care efficiency. Managed Care
is able to generate savings by:
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• Encouraging the use of preventive services so that acute conditions are not exacerbated to
the point that requires a visit to the ER or hospitalization.

• Using alternatives to the ER for conditions that are non-emergent in nature.
• Increasing access and providing member education.
• Minimizing duplication of services.
• Hospital discharge planning to ensure a smooth transition from facility-based care to

community resources and minimize readmissions.

Managed care savings factors were applied to the HCBS and Chisholm class COA. Additionally,
durable medical equipment (DME) and NEMT costs for Shared Savings enrollees were adjusted
as part of this rate setting, as these services were excluded from Bayou Health Shared Savings.
Appendix F summarizes the managed care savings adjustments that were applied to the
Shared Savings/Legacy Medicaid FFS data.

Shared Savings Rx claims
Under the Bayou Health Shared Savings program, plans had limited ability to manage
prescription drug costs. In order to use the Shared Savings experience to set capitated rates,
adjustments were needed to account for generic dispense rate (GDR) differences between the
Prepaid and Shared Savings experience. For the Prepaid program, GDR was approximately
84%, compared to approximately 77% for Shared Savings and FFS. Mercer assumed the
change in GDR would be zero the first month the rates are in effect, increasing evenly over the
next 3 months until an 84% GDR is achieved in May 2015. This results in prescription drug
savings of 11% to 13%.

Outliers
As part of the State Plan, inpatient hospitals receive an additional payment for high cost stays
for children under six, called outliers. These payments are for inpatient stays with a total cost to
the hospital in excess of $150,000, where the cost is determined based on the hospital’s
Neonatal Intensive Care Unit (NICU) or Pediatric Intensive Care Unit (PICU)-specific
cost-to-charge ratio (CCR). DHH makes payments to a maximum of $10 million, annually. As
payment of outlier liability is the responsibility of Bayou Health MCOs, this additional $10 million
was built into the rates based on the distribution by rate cell observed in State Fiscal Year
(SFY)11 and SFY12. Outliers added an average cost of $0.93 per member per month (PMPM)
to the base data used in rate setting.

Graduate Medical Education
DHH will be making payments for GME outside of the capitation rates. Therefore, Mercer made
adjustments to exclude GME payments from the capitation.
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Data Smoothing
For certain rate cells, there were not enough member months (MMs) within each region to
produce a statistically credible rate. For these rate cells, Mercer calculated a statewide
capitation rate. Affected rate cells include:

• SSI newborns 0-1 years of age
• BCC, All Ages
• LAP, All Ages
• HCBS, All Ages
• CCM, All Ages

Voluntary Opt-In Adjustments
It is unclear at this time if there will be a material difference in the risk profile of the Opt-in
population from the historical FFS population. Therefore, Mercer made no adjustments for
selection risk in the development of the HCBS and CCM rates.

Non-Medical Expense Load
The actuarially sound capitation rate ranges developed include a provision for MCO
administration and other non-medical expenses. Mercer reviewed historical Prepaid plan
expense data and relied on its professional experience in working with numerous State
Medicaid programs to develop the administrative load. The load for each rate cell was
determined using a fixed and variable cost model. Under this model, a fixed administrative
expense is attributed to each member month, which reflects program requirements, such as
state-mandated staffing. Added to this is a variable administrative amount, based on claims
volume. For pharmacy, 2% of claims cost was targeted, while 6.1% was targeted for medical.
Maternity kickpayment rate cells have only the variable medical administrative load. The total
administrative cost is estimated to be between $21.33 and $22.86 PMPM

Additionally, provision has been made in these rates for a 2% risk margin, as well as Louisiana’s
2.25% premium tax.

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 MCO using the Adjusted Clinical Groups (ACG) model.
The risk adjustment process does not increase nor decrease the overall cost of the program, but
can change the distribution across the various Bayou Health MCOs 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.
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Federal Health Insurer Fee
Section 9010 of the ACA established a health insurance provider fee (HIPF), which applies to
certain for-profit/tax-paying health insurers. For-profit Medicaid health plans are not exempt from
the HIPF, which will become a cost of doing business that is appropriate to recognize in
actuarially sound capitation rates.

At the time of this certification, many aspects of the calculation and application of this fee are
not yet determined and/or finalized. These fees will be calculated and become payable
sometime during the third quarter of 2016. As these fees are not yet defined by insurer and by
market place, no adjustment has been made in the rate range development for the
Bayou Health program. An adjustment and revised certification will be considered when the fee
amount and impacted entities applicable to this rate period are announced in 2016.

Certification of Final Rate Ranges
In preparing the rate ranges shown in Attachment A, Mercer has used and relied upon
enrollment, FFS claims, encounter data, reimbursement level, benefit design, and other
information supplied by DHH and its fiscal agent. DHH, its fiscal agent, and the Prepaid plans
are responsible for the validity and completeness of the data supplied. We have reviewed the
data and information for internal consistency and reasonableness, but we did not audit them. In
our opinion they are 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 actuaries are members of the American Academy of Actuaries
and meet 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 MCO 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.
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Bayou Health MCOs are advised that the use of these rate ranges may not be appropriate for
their particular circumstance and Mercer disclaims any responsibility for the use of these rate
ranges by Bayou Health MCOs for any purpose. Mercer recommends that any Bayou Health
MCO 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.

This certification letter assumes the reader is familiar with the Bayou Health Program, Medicaid
eligibility rules, and actuarial rate-setting techniques. It is intended for DHH and CMS, 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
+1 404 442 3358.

Sincerely,

Jaredd Simons, ASA, MAAA
Senior Associate Actuary
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Appendix A: Bayou Health Capitation Rate Range

Region
Description COA Description Rate Cell Description

CY13
MMs

or
Deliveries

Lower
Bound

PMPM or
Cost
per

Delivery

Upper
Bound

PMPM or
Cost
per

Delivery
Gulf SSI 0-2 Months  291 $21,714.18 $23,187.74

Gulf SSI 3-11 Months  1,790 $4,268.75 $4,554.33

Gulf SSI Child 1-18  122,394 $315.40 $338.01

Gulf SSI Adult 19+  276,704 $744.61 $794.63

Gulf Family & Children 0-2 Months  43,180 $1,247.14 $1,333.03

Gulf Family & Children 3-11 Months  104,549 $209.39 $225.60

Gulf Family & Children Child 1-18  2,053,265 $100.88 $108.38

Gulf Family & Children Adult 19+  374,005 $243.76 $260.34

Gulf BCC BCC, All Ages  3,702 $1,558.12 $1,682.05

Gulf LAP LAP, All Ages  9,457 $130.97 $140.95

Gulf HCBS Child 0-18  6,826 $1,436.85 $1,562.34

Gulf HCBS Adult 19+  21,296 $471.84 $514.04

Gulf CCM CCM, All Ages  15,710 $766.57 $841.00

Gulf Maternity Kickpayment Maternity Kickpayment  10,993 $5,645.11 $5,882.47

Gulf EED Kickpayment EED Kickpayment  N/A $1,938.47 $2,019.98

Capital SSI 0-2 Months  168 $21,714.18 $23,187.74

Capital SSI 3-11 Months  1,491 $4,268.75 $4,554.33

Capital SSI Child 1-18  89,519 $350.07 $375.54

Capital SSI Adult 19+  210,439 $828.40 $884.04

Capital Family & Children 0-2 Months  38,789 $1,269.87 $1,358.14

Capital Family & Children 3-11 Months  94,611 $234.54 $252.93

Capital Family & Children Child 1-18  1,863,396 $108.21 $116.37

Capital Family & Children Adult 19+  268,984 $284.36 $303.49

Capital BCC BCC, All Ages  3,946 $1,558.12 $1,682.05
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Capital LAP LAP, All Ages  10,487 $130.97 $140.95

Capital HCBS Child 0-18  7,164 $1,436.85 $1,562.34

Capital HCBS Adult 19+  21,638 $471.84 $514.04

Capital CCM CCM, All Ages  15,831 $766.57 $841.00

Capital Maternity Kickpayment Maternity Kickpayment  9,776 $4,993.41 $5,203.37

Capital EED Kickpayment EED Kickpayment  N/A $2,162.13 $2,253.04

South Central SSI 0-2 Months  217 $21,714.18 $23,187.74

South Central SSI 3-11 Months  1,692 $4,268.75 $4,554.33

South Central SSI Child 1-18  91,728 $366.85 $392.21

South Central SSI Adult 19+  247,354 $753.10 $803.99

South Central Family & Children 0-2 Months  43,502 $1,362.72 $1,457.24

South Central Family & Children 3-11 Months  104,512 $238.42 $256.64

South Central Family & Children Child 1-18  2,038,315 $116.59 $125.16

South Central Family & Children Adult 19+  285,454 $271.50 $289.77

South Central BCC BCC, All Ages  2,893 $1,558.12 $1,682.05

South Central LAP LAP, All Ages  12,222 $130.97 $140.95

South Central HCBS Child 0-18  6,665 $1,436.85 $1,562.34

South Central HCBS Adult 19+  23,110 $471.84 $514.04

South Central CCM CCM, All Ages  16,556 $766.57 $841.00

South Central Maternity Kickpayment Maternity Kickpayment  10,509 $4,964.46 $5,173.20

South Central EED Kickpayment EED Kickpayment  N/A $2,046.35 $2,132.39

North SSI 0-2 Months  239 $21,714.18 $23,187.74

North SSI 3-11 Months  1,678 $4,268.75 $4,554.33

North SSI Child 1-18  100,260 $318.45 $340.17

North SSI Adult 19+  212,259 $706.03 $754.16

North Family & Children 0-2 Months  32,253 $1,387.94 $1,484.93

North Family & Children 3-11 Months  80,214 $226.40 $243.68

North Family & Children Child 1-18  1,587,962 $102.79 $110.29

North Family & Children Adult 19+  213,631 $253.70 $271.21

North BCC BCC, All Ages  2,395 $1,558.12 $1,682.05

North LAP LAP, All Ages  6,545 $130.97 $140.95
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North HCBS Child 0-18  4,164 $1,436.85 $1,562.34

North HCBS Adult 19+  17,320 $471.84 $514.04

North CCM CCM, All Ages  16,472 $766.57 $841.00

North Maternity Kickpayment Maternity Kickpayment  8,136 $5,110.00 $5,324.86

North EED Kickpayment EED Kickpayment  N/A $1,939.38 $2,020.92
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Appendix B: Bayou Health Eligibility Designation

COA/Eligibility Category Name Mandatory Voluntary
Opt-In

Voluntary
Opt-Out

Excluded

SSI (Aged, Blind and Disabled)  

Acute Care Hospitals (LOS > 30 days) � 

BPL (Walker vs. Bayer) � 

Disability Medicaid � 

Disabled Adult Child � 

Disabled Widow/Widower (DW/W) � 

Early Widow/Widowers � 

Family Opportunity Program* � �

Former SSI* � �

Medicaid Buy-In Working Disabled (Medicaid
Purchase Plan) � 

PICKLE � 

Provisional Medicaid � 

Section 4913 Children �  

SGA Disabled W/W/DS � 

SSI (Supplemental Security Income)* � �

SSI Conversion � 

Tuberculosis (TB) �  

SSI (OCS Foster Care, IV-E OCS/OYD and
OCS/OYD (XIX))  

Foster Care IV-E - Suspended SSI  �

SSI (Supplemental Security Income)  �

TANF (Families and Children, LIFC)  

CHAMP Child �  

CHAMP Pregnant Woman (to 133% of FPIG) �  

CHAMP Pregnant Woman Expansion (to 185% �  
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COA/Eligibility Category Name Mandatory Voluntary
Opt-In

Voluntary
Opt-Out

Excluded

FPIG)

Deemed Eligible �  

ELE - Food Stamps (Express Lane Eligibility-Food
Stamps) �  

Grant Review �  

LaCHIP Phase 1 �   

LaCHIP Phase 2 �   

LaCHIP Phase 3 �   

LaCHIP Phase IV: Non-Citizen Pregnant Women
Expansion �

 
 

LIFC - Unemployed Parent / CHAMP �   

LIFC Basic �   

PAP - Prohibited AFDC Provisions �   

Pregnant women with income greater than 118%
of FPL and less than or equal to 133% of FPL �

 
 

Regular MNP (Medically Needy Program) �   

Transitional Medicaid �   

FCC (Families and Children)   

Former Foster Care children �   

Youth Aging Out of Foster Care (Chaffee Option) �   

FCC (OCS Foster Care, IV-E OCS/OYD and
OCS/OYD (XIX))

 
 

CHAMP Child �  

CHAMP Pregnant Woman (to 133% of FPIG) �  

IV-E Foster Care �  

LaCHIP Phase 1 �  

OYD - V Category Child �  

Regular Foster Care Child �  
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COA/Eligibility Category Name Mandatory Voluntary
Opt-In

Voluntary
Opt-Out

Excluded

YAP (Young Adult Program) �  

YAP/OYD �  

BCC (Families and Children)   

Breast and/or Cervical Cancer �   

LAP (Families and Children)   

LaCHIP Affordable Plan �   

HCBS Waiver   

ADHC (Adult Day Health Services Waiver) �   

Children's Waiver - Louisiana Children's Choice �   

Community Choice Waiver �   

New Opportunities Waiver - SSI �   

New Opportunities Waiver Fund �   

New Opportunities Waiver, non-SSI �   

Residential Options Waiver - non-SSI �   

Residential Options Waiver - SSI �   

SSI Children's Waiver - Louisiana Children's
Choice �

 
 

SSI Community Choice Waiver �   

SSI New Opportunities Waiver Fund �   

SSI/ADHC �   

Supports Waiver �   

Supports Waiver SSI �   

CCM    

Chisholm Class Members** �   

LaHIPP    

Louisiana’s Health Insurance Premium Payment
Program*** � � � � 
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COA/Eligibility Category Name Mandatory Voluntary
Opt-In

Voluntary
Opt-Out

Excluded

Excluded   

CHAMP Presumptive Eligibility  � 

CSOC  � 

DD Waiver  � 

Denied SSI Prior Period  � 

Disabled Adults authorized for special hurricane
Katrina assistance

 � 

EDA Waiver  � 

Family Planning, New eligibility / Non LaMOM  � 

Family Planning, Previous LAMOMs eligibility  � 

Family Planning/Take Charge Transition  � 

Forced Benefits  � 

GNOCHC Adult Parent  � 

GNOCHC Childless Adult  � 

HPE B/CC  � 

HPE Children under age 19  � 

HPE Family Planning  � 

HPE Former Foster Care  � 

HPE LaCHIP  � 

HPE LaCHIP Unborn  � 

HPE Parent/Caretaker Relative  � 

HPE Pregnant Woman  � 

LBHP - Adult 1915(i)  � 

LTC (Long-Term Care)  � 

LTC Co-Insurance  � 

LTC MNP/Transfer of Resources  � 
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COA/Eligibility Category Name Mandatory Voluntary
Opt-In

Voluntary
Opt-Out

Excluded

LTC Payment Denial/Late Admission Packet  � 

LTC Spend-Down MNP  � 

LTC Spend-Down MNP (Income > Facility Fee)  � 

OCS Child Under Age 18 (State Funded)  � 

OYD (Office of Youth Development)  � 

PACE SSI  � 

PACE SSI-related  � 

PCA Waiver  � 

Private ICF/DD  � 

Private ICF/DD Spendown Medically Needy
Program

 � 

Private ICF/DD Spendown Medically Needy
Program/Income Over Facility Fee

 � 

Public ICF/DD  � 

Public ICF/DD Spendown Medically Needy
Program

 � 

QI-1 (Qualified Individual - 1)  � 

QI-2 (Qualified Individual - 2) (Program terminated
12/31/2002)

 � 

QMB (Qualified Medicare Beneficiary)  � 

SLMB (Specified Low-Income Medicare
Beneficiary)

 � 

Spend-Down Medically Needy Program  � 

Spendown Denial of Payment/Late Packet  � 

SSI Conversion / Refugee Cash Assistance (RCA)
/ LIFC Basic

 � 

SSI DD Waiver  � 

SSI Payment Denial/Late Admission  � 

SSI PCA Waiver  � 
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COA/Eligibility Category Name Mandatory Voluntary
Opt-In

Voluntary
Opt-Out

Excluded

SSI Transfer of Resource(s)/LTC  � 

SSI/EDA Waiver  � 

SSI/LTC  � 

SSI/Private ICF/DD  � 

SSI/Public ICF/DD  � 

State Retirees  � 

Terminated SSI Prior Period  � 

Transfer of Resource(s)/LTC  � 

* Children under 19 years of age who are automatically enrolled into Bayou Health, but may voluntarily disenroll.
** Individuals under the age of 21 otherwise eligible for Medicaid who are listed on the OCDD’s Request for Services
Registry who are Chisholm Class Members.
*** LaHIPP is not a category of eligibility. Eligibility designation for LaHIPP enrollees will vary according to the
qualifying category of eligibility.
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Appendix C: Bayou Health Covered Services

Medicaid Category of Service Units of Measurement Completion Category of Service

Inpatient Hospital Days Inpatient
Outpatient Hospital Claims Outpatient
Primary Care Physician Visits Physician
Specialty Care Physician Visits Physician
FQHC/RHC Visits Physician
EPSDT Visits Physician
Certified Nurse Practitioners/Clinical Nurse Claims Physician
Lab/Radiology Units Other
Home Health Visits Other
Emergency Transportation Units Transportation
NEMT Units Transportation
Rehabilitation Services (occupational therapy
{OT}, physical therapy {PT}, speech therapy
{ST})

Visits Other

DME Units Other
Clinic Claims Physician
Family Planning Visits Physician
Other Units Other
Prescribed Drugs Scripts Prescribed Drugs
ER Visits Outpatient
Basic Behavioral Health Claims Physician
Hospice* Admits Inpatient
Personal Care Services (Age 0-20)* Units Physician

* Services that were previously excluded from the Bayou Health program and now are included.
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Appendix D-1: Shared Savings/FFS IBNR Adjustment

COA Description

Category of Service Description SSI
Family

&
Children

BCC LAP HCBS CCM Maternity
Kickpayment

(%) (%) (%) (%) (%) (%) (%)
Inpatient Hospital 4.6 6.1 4.6 6.1 2.6 4.6 N/A
Outpatient Hospital 2.9 2.6 2.9 2.6 2.4 2.9 N/A
Primary Care Physician 3.8 2.4 3.8 2.4 3.9 3.8 N/A
Specialty Care Physician 3.8 2.4 3.8 2.4 3.9 3.8 N/A
FQHC/RHC 3.8 2.4 3.8 2.4 3.9 3.8 N/A
EPSDT 3.8 2.5 0.0 2.4 3.9 3.8 N/A
Certified Nurse
Practitioners/Clinical Nurse 3.8 2.4 3.8 2.4 3.9 3.8 N/A

Lab/Radiology 3.3 3.0 3.3 3.0 1.5 3.3 N/A
Home Health 3.3 3.0 3.3 3.0 1.5 3.3 N/A
Emergency Transportation 2.4 3.8 2.4 3.8 1.3 2.4 N/A
NEMT 2.4 3.8 2.4 3.8 1.3 2.4 N/A
Rehabilitation Services (OT, PT,
ST) 3.3 3.0 0.0 3.0 1.5 3.3 N/A

DME 3.3 3.0 3.3 3.0 1.5 3.3 N/A
Clinic 3.8 2.5 3.8 2.4 3.9 3.8 N/A
Family Planning 3.8 2.4 3.8 2.4 3.9 3.8 N/A
Other 3.3 3.0 3.3 3.0 1.5 3.3 N/A
Prescribed Drugs 0.0 0.0 0.0 0.0 0.0 0.0 N/A
Emergency Room 2.9 2.6 2.9 2.6 2.4 2.9 N/A
Basic Behavioral Health 3.8 2.5 3.8 2.4 3.9 3.8 N/A
Hospice 4.6 6.1 4.6 0.0 2.6 4.6 N/A
Personal Care Services 3.8 2.6 0.0 0.0 3.9 3.8 N/A
Total 2.2 2.3 2.4 1.7 1.6 2.6 4.0
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Appendix D-2: Prepaid IBNR Adjustment

COA Description

Category of Service Description SSI
Family

&
Children

BCC LAP HCBS CCM Maternity
Kickpayment

(%) (%) (%) (%) (%) (%) (%)
Inpatient Hospital 2.0 6.9 1.7 9.7 N/A N/A N/A
Outpatient Hospital 2.4 3.0 2.6 2.6 N/A N/A N/A
Primary Care Physician 2.8 3.0 2.8 3.0 N/A N/A N/A
Specialty Care Physician 2.8 3.0 2.8 3.0 N/A N/A N/A
FQHC/RHC 2.9 3.0 2.9 3.0 N/A N/A N/A
EPSDT 2.9 3.0 2.4 3.0 N/A N/A N/A
Certified Nurse
Practitioners/Clinical Nurse 2.8 3.0 2.8 3.1 N/A N/A N/A

Lab/Radiology 1.1 0.0 1.3 0.0 N/A N/A N/A
Home Health 1.1 0.0 1.3 0.0 N/A N/A N/A
Emergency Transportation 3.1 2.3 3.1 2.3 N/A N/A N/A
NEMT 1.3 1.5 1.6 2.4 N/A N/A N/A
Rehabilitation Services (OT, PT,
ST) 1.1 0.0 0.5 0.0 N/A N/A N/A

DME 1.0 0.0 1.1 0.0 N/A N/A N/A
Clinic 2.5 3.1 2.7 2.9 N/A N/A N/A
Family Planning 2.8 3.0 2.8 2.8 N/A N/A N/A
Other 1.3 0.0 1.5 0.0 N/A N/A N/A
Prescribed Drugs 0.0 0.0 0.0 0.0 N/A N/A N/A
Emergency Room 2.3 2.9 2.4 2.6 N/A N/A N/A
Basic Behavioral Health 2.9 3.0 2.8 3.0 N/A N/A N/A
Hospice 4.6 6.1 4.6 0.0 N/A N/A N/A
Personal Care Services 3.8 2.4 0.0 0.0 N/A N/A N/A
Total 1.4 2.9 1.9 2.2 N/A N/A 2.1
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Appendix E: Trend

SSI/BCC Family &
Children/LAP HCBS/CCM

Category of Service Description
Low

PMPM
(%)

High
PMPM

(%)

Low
PMPM

(%)

High
PMPM

(%)

Low
PMPM

(%)

High
PMPM

(%)
Inpatient Hospital 0.0 3.0 0.0 3.0 1.0 3.0
Outpatient Hospital 2.0 7.1 3.0 8.2 3.5 8.7
Primary Care Physician 2.0 7.1 2.0 7.1 2.0 6.1
Specialty Care Physician 2.0 7.1 2.0 7.1 2.0 6.1
FQHC/RHC 3.0 7.1 3.0 7.1 3.0 7.1
EPSDT 2.0 7.1 2.0 7.1 2.0 6.1
Certified Nurse
Practitioners/Clinical Nurse 2.0 7.1 2.0 7.1 2.0 6.1

Lab/Radiology 2.0 4.0 2.0 4.0 2.0 4.0
Home Health 2.0 4.0 2.0 4.0 2.0 4.0
Emergency Transportation 2.0 4.0 2.0 4.0 1.0 4.0
NEMT 2.0 4.0 2.0 4.0 1.0 4.0
Rehabilitation Services (OT, PT,
ST) 2.0 4.0 2.0 4.0 2.0 4.0

DME 2.0 4.0 2.0 4.0 2.0 4.0
Clinic 2.0 7.1 2.0 7.1 2.0 6.1
Family Planning 2.0 7.1 2.0 7.1 2.0 6.1
Other 2.0 4.0 2.0 4.0 2.0 4.0
Prescribed Drugs 5.4 7.2 5.4 7.2 2.0 3.0
Emergency Room 1.0 4.0 1.0 3.0 3.5 8.7
Basic Behavioral Health 2.0 7.1 2.0 7.1 2.0 6.1
Hospice 2.0 4.0 2.0 4.0 2.0 4.0
Personal Care Services 2.0 4.0 2.0 4.0 2.0 6.1
Total 2.7 5.7 2.6 5.7 2.0 4.6
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Appendix F: Managed Care Savings

HCBS Waiver/CCM* Shared Savings**

Category of Service Description Low PMPM
(%)

High PMPM
(%)

Low PMPM
(%)

High PMPM
(%)

Inpatient Hospital -11.6 -5.5 0.0 0.0
Outpatient Hospital -9.1 -4.7 0.0 0.0
Primary Care Physician 7.6 12.4 0.0 0.0
Specialty Care Physician -12.5 -8.2 0.0 0.0
FQHC/RHC 0.0 4.5 0.0 0.0
EPSDT 5.0 7.0 0.0 0.0
Certified Nurse Practitioners/Clinical
Nurse 7.6 12.4 0.0 0.0

Lab/Radiology -10.0 -3.1 0.0 0.0
Home Health 0.0 2.0 0.0 0.0
Emergency Transportation -5.0 -0.6 0.0 0.0
NEMT 0.0 4.5 0.0 7.1
Rehabilitation Services (OT, PT, ST) -5.0 -0.6 0.0 0.0
DME -10.0 -5.6 -20.0 -13.3
Clinic -10.0 -5.6 0.0 0.0
Family Planning 0.0 4.5 0.0 0.0
Other 0.0 4.5 0.0 0.0
Prescribed Drugs -10.4 -10.4 0.0 0.0
Emergency Room -8.1 -3.7 0.0 0.0
Basic Behavioral Health 0.0 2.0 0.0 0.0
Hospice 0.0 0.0 0.0 0.0
Personal Care Services -10.0 -5.0 -10.0 -5.0
Total -8.3 -4.8 -5.2 -4.1

*Previously unmanaged populations utilizing Legacy Medicaid/FFS claims.
**Covered services previously not covered under the Shared Savings program.
***Current services for Prepaid, Shared Savings, and LaHIPP populations are managed and Managed
Care savings are not applied.
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Appendix G: Data Reliance Attestation
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