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See Attachment A16, Attachment D, and Attachment E.

Change Contract To:  To Maximum Amount: Changed Contract Term:

See Attachment A16, Attachment D1, Attachment D2, and Attachment E.

Justifications for amendment:

IRevisions contained in this amendment are within scope and comply with the terms and conditions as set forth in the RFP.

This Amendment Becomes Effective:  01-01-2019

This amendment contains or has attached hereto all revised terms and conditions agreed upon by contracting parties.
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Contract Amendment #16

Attachment A-16

ltem Exhibit/
Attachment/ Change From: Change To: Justification
Number
Document
1 Attachment New Rate Certification
D1
e Rating Period: 1/01/2019-12/31/2019
Rate e Date Issued: 2/6/19
Certification
2 Attachment Certification Issued 12/18/18 Amended Rate Certification (Expansion Only)
D2
e Rating Period: 1/19/2019-3/31/2019
Rate e Datelssued: 1/28/19
Certification
Replaces Certification Issued: 12/18/18
3 Attachment E Replaced with updated attachment. Attachment E has been updated to include the
performance measure targets for 2019.
Performance
Measures
4 Exhibit 3 5.12.2 The MCO and its subcontractors may impose cost | 5.12.2. The MCO and its subcontractors may impose cost | This is a federal requirement.
sharing on Medicaid members in accordance with 42 CFR | sharing on Medicaid members in accordance with 42 CFR
305PUR- §447.50 - §447.57 provided, however, that it does not | §447.50 - §447.57 provided, however, that it does not
DHHRFP-BH- | axceed cost sharing amounts in the Louisiana Medicaid | exceed cost sharing amounts in the Louisiana Medicaid
MCO-2014- State Plan. State Plan.
MVA

5.12.3 LDH reserves the right to amend cost-sharing
requirements.

5.12.3. The MCO shall ensure cost sharing incurred by all
individuals in the Medicaid household does not exceed an
aggregate limit of 5 percent of the family’s income applied
on a quarterly or monthly basis as instructed by LDH.

5.12.4 LDH reserves the right to amend cost-sharing
requirements.

Effective Date 01/01/2019
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Contract Amendment #16

Attachment A-16

Item Zilleiy g e
Number Attachment/ Change From: Change To: Justification
Document
(Subsequent sections will be renumbered as needed.)
5 Exhibit 3 5.12.4.3 Impose copayments for the following: 5.12.4.3 Impose copayments for the following: This change is necessary to ensure the list is
comprehensive.

305PUR- e Family planning services and supplies; e Family planning services and supplies;

DHHRFP-BH- e Emergency services; e Emergency services; and

MCO-2014- e Aspirin 81mg: women ages 12-79 and men ages 45- o U.S. Preventative Services Task Force (USPSTF) A

MVA 79; and B Recommendations Aspirin—8tmg:—weomen

e Folic Acid 0.4 and 0.8mg: women ages 12-54; ages12-79-and-men-ages45-79;
e Vitamin D 400 IU: women and men ages 65 and o FolicAcid0-4and-0-8mgwomen-ages12-54;
older; s Vitamin-B-400-tUJ+women-and-men-ages-65-and
older;
6 Exhibit 3 Add new section. 5.17.5 If a CSoC enrolled youth no longer meets medical | This change is necessary to clarify operational

305PUR- necessity criteria for a higher level service (e.g. inpatient | processes.

DHHREP-BH- hospital) that was authorized by the CSoC Contractor, and

MCO-2014- the MCO has authorized PRTF, TGH, or SUD Residential

MVA treatment services (ASAM Levels 3.1, 3.2 WM, 3.5,and 3.7),
but is unable to secure placement, the MCO shall be
responsible for assuming the continued authorization of,
and payment for, the higher level service until placement is
made, regardless of the youth’s CSoC enrollment status
unless the Child and Family Team (CFT) agrees that the
youth’s behavioral health and/or medical condition is
stable enough for the youth to be safely discharged home,

Effective Date 01/01/2019 Page 2 of 7




Contract Amendment #16

Attachment A-16

Item Zilleiy g e
Number Attachment/ Change From: Change To: Justification
Document
and the CFT has made a plan to support the youth and
family with outpatient care until placement in residential
treatment is secured.
7 Exhibit 3 Addition of new subsection 6.1.16 The MCO shall not avoid costs for services covered | This is a federal requirement.
in its contract by referring enrollees to publicly supported
305PUR- health care reso\t/Jrces. : - —
DHHRFP-BH-
MCO-2014-
MVA
8 Exhibit 3 Add new section. 6.3.4.11 As of January 1, 2019, the statewide universal prior | Language is being added to ensure compliance with
305PUR- authorization form shall be posted and utilized as specified | Act 423 of the 2018 Louisiana Regular Session and to
DHHREP-BH- in Act 423 of the 2018 Louisiana Regular Session. In order | establish a common list of drugs for which a specialty
MCO-2014- to obtain necessary information for prior authorization | prior authorization form will be allowed for all
MVA processing, the following therapeutic drug classes shall be | Medicaid MCOs.
considered specialty for prior authorization purposes only:
Hepatitis C Direct Acting Antiviral Agents, Synagis,
Respiratory monoclonal antibody agents (benralizumab
(Fasenra®), dupilumab  (Dupixent®), mepolizumab
(Nucala®), omalizumab (Xolair®), and reslizumab (Cingair®),
Growth Hormones, Multiple Sclerosis _drugs, and
Hemophilia agents.
9 Exhibit 3 6.41 Case Management Reporting Requirements 6.41 Case Management Reporting Requirements The reporting requirement is changing from the
production of summary data quarterly to the
305PUR- The MCO shall submit case management reports quarterly | The MCO shall submit case management reports guarterly | production of raw data monthly to allow Medicaid
DHHRFP-BH- | \yith an annual summary to LDH. LDH reserves the right to | with-arannualsummary monthly to LDH. LDH reserves the

Effective Date 01/01/2019
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Contract Amendment #16

Attachment A-16

“local pharmacies” as defined in Act 399 of the
2015 Regular Session of the Louisiana Legislature;

e Add any state imposed provider fees for pharmacy
services, on top of the minimum dispensing fee
required by LDH;

e Update the ingredient costs of medications at least
weekly;

e Base Maximum Allowable Cost (MAC) price lists on
generic drugs with a FDA rating beginning with an
“p”,

e Make drug pricing list available to pharmacies for
review;

e Afford individual pharmacies a chance to appeal
inadequate reimbursement; and

e Provide for a “local pharmacy” appeals process in
accordance with Act 399 of the 2015 Regular
Session of the Louisiana Legislature.

no—less—than-$2-50 to all “local pharmacies” as
defined in Act 301 399 of the 20157 Regular Session
of the Louisiana Legislature;

e Add any state imposed provider fees for pharmacy
services, on top of the minimum dispensing fee
required by LDH;

e Update the ingredient costs of medications at least
weekly and within three (3) business days of new
rates being posted from the source of choice;

e Base Maximum Allowable Cost (MAC) price lists on
generic drugs with a FDA rating beginning with an
“p”,

e Make drug pricing list available to pharmacies for
review; and

e Afford individual pharmacies a chance to appeal
inadequate reimbursement. ;-and

ltem Exhibit/
Attachment/ Change From: Change To: Justification
Number
Document
MCO0-2014- request additional reports as deemed necessary. LDH will | right to request additional reports as deemed necessary. | staff to produce a data analysis for evaluation of
MVA notify the MCO of additional required reports no less than | LDH will notify the MCO of additional required reports no | contract requirements.
sixty (60) days prior to due date of those reports. The case | less than sixty (60) days prior to due date of those reports.
management reports shall include at a minimum: The case management reports shall include at a minimum:
10 Exhibit 3 7.17.1.8. The MCO may negotiate the ingredient cost | 7.17.1.8. The MCO may negotiate the ingredient cost | The language is being revised to comply with Louisiana
reimbursement in its contracts with providers. However, | reimbursement in its contracts with providers. However, | |aw and to ensure pharmacy ingredient cost rates are
305PUR- . .
the MCO shall: the MCO shall: ;
DHHREP-BH- updated timely.
MCO-2014- e Pay a per-prescription dispensing fee, as defined in o Reimburse the FFS (legacy) Pay-aper-preseription
MVA this contract, at a rate no less than $2.50 to all dispensing-feeas-definedin-thiscontractata rate

Effective Date 01/01/2019
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Contract Amendment #16

Attachment A-16

ltem Exhibit/
Attachment/ Change From: Change To: Justification
Number
Document
Y “" 27
accordance—with—Act-399 of the 2015 Regular
Sessi £ the Louisi Loaicl .
11 Exhibit 3 11.11.3 Member Initiated Disenrollment —a member may | 11.11.3 Member Initiated Disenrollment —a member may | This change is being made to conform with federal
request disenrollment from an MCO as follows: request disenrollment from an MCO as follows: requirements and to reduce the number of
305PUR-
DHHREP-BH- disenrollment requests that must be processed by the
MCO-2014 11.11.3.1. For cause, at any time. The following 11.11.3.1. For cause, at any time. The following state’s enrollment broker.
MVA circumstances are cause for disenrollment: circumstances are cause for disenrollment:
The member requests to be assigned to the same MCO as | Fhe-memberrequests-to-be-assigned-to-the-same-MCO-as
family members; family-members;
12 Exhibit 3 12.3 Prohibited Marketing Activities Provision to be deleted: This marketing prohibition is being removed to bring
The MCO and its subcontractors are prohibited from in Louisiana in line with other state Medicaid programs.
305PUR- engaging in the following activities: 12322 Referencing—the—commercial—or—Medicare
DHHRFP-BH- Ad By £ the NMCO e
MCO-2014- . . o .
Medicaid-MCO-enrollee-marketing-materialsifapplicable;
MVA
12.3.22 Referencing the commercial or Medicare
Advantage Plan component of the MCO in any of its
Medicaid MCO enrollee marketing materials, if applicable;
13 Exhibit 3 15.7.6. If the MCO fails to collect at least a portion of an | 15.7.6. If the MCO fails to collect at least a portion of an | This change will allow LDH to pursue recovery through
305PUR identified recovery after 365 days from the date of notice | identified recovery after 365 days from the date ef-netiee | the contract if MCO collection attempts are not
to the Department, unless an extension or exception is | 5 the Department approved proceeding with the | satisfactory upon review.
DHHRFP-BH- | quthorized by the Department, the Department or its agent . .
recoupment (per 15.1.17), unless an extension or exception
is authorized by the Department, or the MCO has

Effective Date 01/01/2019
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Contract Amendment #16

Attachment A-16

Item Zilleiy g e
Number Attachment/ Change From: Change To: Justification
Document
MCO0-2014- may recover the overpayment from the provider and said | documented recovery efforts deemed sufficient by LDH
MVA recovered funds will be retained by the State. upon review, including formally initiating collection efforts,
the Department or its agent may recover the overpayment
from the previder MCO and said recevered funds will be
retained by the State. Exception reasons may include, but
are not limited to, MCO cooperation with LDH or other
government  agencies, termination of  provider
participation with the MCO, or dissolution of the provider’s
business.
14 Exhibit 3 Addition of new subsection 25.24.1 This is provision is being added to support compliance
with Louisiana’s Public Records Act.
305PUR- e If the Contractor fails to provide records to LDH in
DHHRFP-BH- accordance with Section 25.66.2 because the
MCO-2014- . .
MVA Contractor believes the records are not public
and/or the records meet an exception to the Public
Records Law, the Contractor shall indemnify,
defend, protect, and hold harmless LDH and any of
its officers, agents, and employees from any claims
arising out of this failure, including, but not limited
to, reasonable court costs and attorney fees.
15 Exhibit 3 Addition of new subsection. 25.66 Public Records Requests This is provision is being added to support
compliance with Louisiana’s Public Records Act.
305PUR- 25.66.1 The Contractor shall provide LDH with the name of
DHHRFP-BH- the individual who will serve as the Contractor’s point of
contact for handling public records’ requests. If this point

Effective Date 01/01/2019
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Contract Amendment #16

Attachment A-16
item Exhibit/
Attachment/ Change From: Change To: Justification
Number
Document
MCO-2014- of contact changes at any time during the contract term,
MVA the Contractor shall provide LDH with the updated point of

contact within one business day.

25.66.2 If LDH receives a request pursuant to the Louisiana

Public Records Act for records that are in the custody of the

Contractor, the Contractor shall provide all records to LDH

that the Department, in its sole discretion, determines are

related to the services performed by the Contractor under

this contract that are responsive to the request, pursuant

to the timeline and in the requested format established by
LDH.

25.66.3 If the Contractor receives the public records’

request directly, the Contractor shall forward the request

via email to the LDH Section Chief of Program Operations

and Compliance  within one business day of

receipt. Thereafter, the Contractor shall provide all records

to LDH that the Department determines, in its sole

discretion, are related to the services performed by the

Contractor under this contract that are responsive to the

request, pursuant to the timeline and in the requested
format established by LDH.

Effective Date 01/01/2019 Page 7 of 7



Attachment D1

F.R Id Ogb lll, FSA, CERA, MAAA
” M E RC E R onald Ogborne MAAA

MAKE TOMORROW, TODAY

Erik Axelsen, ASA, MAAA
Senior Associate Actuary

3560 Lenox Road, Suite 2400
Atlanta, GA 30326

. www.mercer-government.mercer.com
Ms. Pam Diez

Deputy Medicaid Director/Chief Financial Officer
Louisiana Department of Health

Bureau of Health Services Financing

628 North 4th Street

Baton Rouge, LA 70821

February 6, 2019

Subject: Healthy Louisiana Program — Full Risk Bearing Managed Care Organization (MCO) Rate
Development and Actuarial Certification for the Period January 1, 2019 through December 31, 2019

Dear Ms. Diez:

The Louisiana Department of Health (LDH) has contracted with Mercer Government Human Services
Consulting (Mercer) to develop actuarially sound’ capitation rates for the State of Louisiana’s (State)
Healthy Louisiana program for the period of January 1, 2019 through December 31, 2019. This certification
addresses the development of the Physical Health, Specialized Behavioral Health (SBH) Only, Maternity
Kick Payment, Expansion SBH Dual Eligible, Expansion SBH Chisolm, Expansion SBH Other, and the
Expansion Maternity Kick Payment rate development. The Healthy Louisiana rates covering the
Expansion, All Ages, Male & Female rate cells will be addressed in a separate certification.

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 relied on Medicaid fee-for-service (FFS) medical and pharmacy claims, Healthy
Louisiana Shared Savings claims experience, Healthy Louisiana Prepaid encounter data, and Louisiana
Behavioral Health Partnership (LBHP) claims experience. It resulted in the development of a range of
actuarially sound rates for each rate cell. The final capitation rates and rate ranges are summarized in
Appendix A and represent payment in full for the covered services.

1 Actuarially Sound/Actuarial Soundness — Medicaid capitation rates are “actuarially sound” if, for business for which
the certification is being prepared and for the period covered by the certification, projected capitation rates and other
revenue sources provide for all reasonable, appropriate, and attainable costs. For purposes of this definition, other
revenue sources include, but are not limited to, expected reinsurance and governmental stop-loss cash flows,
governmental risk adjustment cash flows, and investment income. For purposes of this definition, costs include, but are
not limited to, expected health benefits, health benefit settlement expenses, administrative expenses, the cost of
capital, and government-mandated assessments, fees, and taxes.

Reference: http://www.actuarialstandardsboard.org/wp-content/uploads/2015/03/asop049 179.pdf.

MARSH & MCLENNAN
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Ms. Pam Diez

Louisiana Department of Health

The remainder of this letter is structured as follows:

Section 1: Medicaid Managed Care Rates
* Part A: General Information

* Part B: Base Data Development
» Part C: Non-Expansion Capitation Rate Development
— Subpart C.1: Projected Benefit Costs
— Subpart C.2: Special Contract Provisions
— Subpart C.3: Projected Non-Benefits Costs
— Subpart C.4: Risk Mitigation
Section 2: New Adult Group Capitation Rates
Section 3: Certification of Final Rates

SECTION 1: MEDICAID MANAGED CARE RATES

Part A: General Information

Capitation rates for the Healthy Louisiana program were developed in accordance with rate-setting
guidelines established by CMS. For rate development for the Healthy Louisiana program, Mercer used
data from federal fiscal year 2016 (FFY 2016), which spans the period of October 1, 2015 through
September 30, 2016 and FFY 2017, which spans the period of October 1, 2016 through

September 30, 2017. Data sources included Medicaid FFS medical and pharmacy claims, Healthy
Louisiana Prepaid encounter data, Healthy Louisiana MCO financial reports and LBHP claims experience.
All data was reported on an incurred basis and included payment dates through March 2018. Restrictions
were applied to the enrollment and claims data so that it was appropriate for the populations and benefit
package defined in the Healthy Louisiana MCO contract.

Mercer reviewed the data provided by LDH, the Healthy Louisiana MCOs and the LBHP for consistency
and reasonableness and determined the data was appropriate for the purpose of setting actuarially sound
Medicaid managed care capitation rates. The data reliance attestation shown in Appendix R has been
provided by LDH, and its purpose is to certify the accuracy, completeness, and consistency of the base
data.

MARSH & MCLENNAN
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Ms. Pam Diez

Louisiana Department of Health

Adjustments were made to the selected base data to align with the covered populations and Healthy
Louisiana benefit packages for rating year 2019 (RY 2019). Additional adjustments were then applied to
the base data to incorporate:

*  Provision for incurred but not reported (IBNR) claims.

* Adjustments to encounter data for under-reporting.

* Prospective and retrospective program changes not fully reflected in the base data.

» 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 Healthy Louisiana program.

*  Opportunities for managed care efficiencies.

* Administration and underwriting profit/risk/contingency loading.

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

*  Application of maternity kick payments.

*  Application of risk-adjusted regional rate.

The final rates for all rate cells were developed net of Graduate Medical Education (GME) payments to

teaching hospitals provided in the Louisiana Medicaid State Plan. Appendix P details the development of

rates for the Non-Expansion population. For a detailed discussion of the development of the base data, as
shown in Appendix P please refer to the Healthy Louisiana Data Book released by LDH on

November 20, 2018.

Healthy Louisiana Populations

Effective February 1, 2016, the Healthy Louisiana Non-Expansion program had two major rating categories

(RCs):

1. Individuals who meet the eligibility criteria for the Healthy Louisiana PH program; their physical health
(PH), SBH and non-emergency medical transportation (NEMT) services are the responsibility of the
MCO. This rating group is referred to as the Healthy Louisiana PH program.

2. Individuals, who do not meet the eligibility criteria for the Healthy Louisiana PH program, yet remain

eligible for the Legacy LBHP/Medicaid program; only their SBH and NEMT services are the
responsibility of the MCO. This rating group is referred to as the Healthy Louisiana SBH program.

MARSH & MCLENNAN
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Ms. Pam Diez

Louisiana Department of Health

Physical Health Program

In general, the Healthy Louisiana PH program includes individuals classified as Supplemental Security
Income (SSI), Family & Children (F&C), Foster Care Children (FCC), Breast and Cervical Cancer (BCC),
and Louisiana Children’s Health Insurance Program (LaCHIP) Affordable Plan (LAP) as mandatory
populations. Voluntary opt-in populations include Home- and Community-Based Services (HCBS) waiver
participants and Chisholm Class Members (CCM).

Mandatory Populations
Please see Appendix B for detail on which Aid Category and Type Case combinations are considered
Mandatory populations for the PH program.

Voluntary Opt-In Populations
Individuals in a voluntary opt-in population group are not automatically enrolled into the Healthy Louisiana
PH program, but they may choose to initially enroll at any time. Likewise, they may choose to dis-enroll at
any time, effective the earliest possible month the action can be administratively handled. Moreover, a
voluntary opt-in individual may re-enroll during the annual, open enrollment period. Such members include
the following:
» Individuals receiving services through any 1915(c) HCBS waiver:

— Adult Day Health Care.

— New Opportunities waiver.

— Children’s Choice.

— Residential Options waiver.

—  Supports waiver.

— Community Choices waiver.

— Other HCBS waivers as may be approved by CMS.

* Individuals under the age of 21 otherwise eligible for Medicaid who are listed on the Office for Citizens
with Developmental Disabilities’ Request for Services Registry who are CCM.

Excluded Populations
Please see Appendix B for detail on which Aid Category and Type Case combinations are considered
Excluded populations for the PH program.

Specialized Behavioral Health Program
The Healthy Louisiana SBH program includes individuals classified as SBH Dual and SBH Other as
mandatory populations. The voluntary opt-in populations that did not choose to opt into Healthy Louisiana

MARSH & MCLENNAN
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Louisiana Department of Health

for PH services are automatically included in the SBH program. These populations are denoted as SBH
HCBS Waiver participants and SBH CCM.

Effective April 1, 2017, the Louisiana Health Insurance Premium Payment (LaHIPP) program is reinstated.
Members that are enrolled in the LaHIPP program will receive SBH and NEMT services only through
Healthy Louisiana. A separate adjustment that will be discussed later in this letter was applied to the base
data to incorporate the coverage of the LaHIPP population by the SBH program.

Mandatory Populations
Please see Appendix B for detail on which Aid Category and Type Case combinations are considered
Mandatory populations for the SBH program.

Excluded Populations
Please see Appendix B for detail on which Aid Category and Type Case combinations are considered
Excluded populations for the SBH program.

Rate Cell Structure

Physical Health Program

Mercer summarized the PH, SBH and NEMT services data for the Healthy Louisiana PH program RC by
rate cell. Historical claim costs vary by age and eligibility category, and separate rate cells were developed
accordingly to reflect differences in risk. Fourteen distinct rate cells were established within this RC based
on Mercer’s review of historical cost and utilization patterns in the available experience. In addition, a
Maternity Kick Payment will be paid to the MCOs for each qualifying delivery event that takes place.

TABLE 1A:
SSi
Newborn, 0-2 Months, Male & Female Child, 1-20 Years, Male & Female
Newborn, 3—11 Months, Male & Female Adult, 21+ Years, Male & Female

Family & Children (Temporary Assistance to Needy Families [TANF])

Newborn, 0—2 Months, Male & Female Child, 1-20 Years, Male & Female
Newborn, 3—11 Months, Male & Female Adult, 21+ Years, Male & Female
HCBS Waiver

20 and Under, Male & Female 21+ Years, Male & Female

FCC

All Ages, Male & Female
BCC

MARSH & MCLENNAN
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PH RATE CATEGORY GROUPINGS

All Ages, Female

CCM

All Ages, Male & Female

LAP

All Ages, Male & Female

Maternity Kick Payment

Maternity Kick Payment Early Elective Delivery - Kick Payment

Specialized Behavioral Health Program

Mercer summarized the SBH and NEMT only service data for the Healthy Louisiana SBH program RC by
rate cell. Historical SBH costs vary by age and eligibility category and separate rate cells were developed
accordingly to reflect differences in risk. Five distinct rate cells were established within this RC based on
Mercer’s review of historical cost and utilization patterns in the available experience.

SBH program eligible individuals may qualify under more than one rate cell definition therefore the
classification of logic is applied in a hierarchical manner in the order presented in Table 1B.

TABLE 1B:
SBH — Dual Eligibles and LAHIPP
All Ages, Male & Female
SBH — HCBS Waiver
20 and Under, Male & Female 21+ Years, Male & Female
SBH — CCM
All Ages, Male & Female
SBH — Other
All Ages, Male & Female

HEALTHY LOUISIANA BENEFIT PACKAGE

Covered Services

Appendix C lists the services the Healthy Louisiana MCOs must provide to the members in the Healthy
Louisiana PH and SBH programs, respectively. 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

MARSH & MCLENNAN
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expected to be funded through savings on the contractually-required services for which these services are
a cost-effective substitute.

New Services
Effective January 1, 2019, LDH will begin covering personal-use, double electric breast pumps for nursing
mothers, without prior authorization.

Also effective January 1, 2019, Healthy Louisiana MCOs will be responsible for the coverage of
Continuous Glucose Monitors (CGM) for all eligible recipients that meet the following criteria:

« Diagnosis of type 1 diabetes with recurrent, unexplained, severe hypoglycemia (glucose levels <50
mg/dI).

* Impaired hypoglycemia awareness that puts the recipient at risk or Pregnant recipient with poorly
controlled type 1 diabetes evident by recurrent, unexplained hypoglycemic episodes, hypoglycemic
unawareness, postprandial hyperglycemia or recurrent diabetic ketoacidosis.

Effective February 1, 2019, LDH will begin covering Non-Invasive Prenatal Testing (NIPT) for pregnant
females aged 35 and above and under 35 that meet certain high-risk criteria.

Mercer applied three separate adjustments to the rates to incorporate the coverage of the three new
services. These adjustments will be discussed later in this letter.

Medicare Crossover Claims

For dually eligible individuals, Medicare “Crossover” claims (claims that include primary payment from
Medicare) for Inpatient, Outpatient, Emergency Room (ER) and Professional services are excluded from
this Data Book. These services will be paid directly by the State after coordinating with Medicare.

In order to exclude Crossover claims from the Data Book, Mercer identified claims submitted to the State
and coded with claim type “14” (Medicare Crossover Institutional), or claim type “15” (Medicare Crossover
Professional). This includes claims with a Medicare qualifying Electronic Media Claim submitter ID and
claim format 837-I (Institutional) or 837-P (Professional), as well as hard copy claims with an Explanation
of Benefits from Medicare attached. For Magellan and Prepaid encounters, Mercer identified records in
which the Medicare paid field (CLQ_Medicare_Amt) indicated an amount greater than zero dollars. Mercer
removed all records fitting the criteria above from our base data.

Excluded Services
Healthy Louisiana MCOs are not responsible for providing PH services and other Medicaid services not

identified in Appendix C, including the following services:

» Dental services, with the exception of Early and Periodic Screening and Diagnosis Treatment
varnishes provided in a Primary Care setting.

* Intermediate care facilities for the developmentally disabled services.

MARSH & MCLENNAN
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» Personal Care services 21 and older.

* Institutional Long-Term Care (LTC) Facility/Nursing Home services.

e School-based Individualized services.

*  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.
* Targeted Case Management services.
» Services provided through LDH’s Early-Steps program.

* Coordinated System of Care (CSoC) services previously covered under 1915(c) or 1915(b)(3) waiver
authority.

¢ Medicare Crossover services.
» Services covered under a non-CSoC 1915(c) waiver.

For more specific information on covered services, please refer to the Healthy Louisiana Behavioral Health
Integration Amendment issued by LDH.

HEALTHY LOUISIANA SERVICES ELIGIBLE FOR DIFFERENT FEDERAL
MEDICAL ASSISTANCE PERCENTAGE (FMAP)
There are two groups of services for which LDH receives a different FMAP than the regular state FMAP:

*  Family Planning services.
« Alist of specified preventive services and adult vaccines established under ACA section 4106.

Mercer has analyzed the component of the rates associated with each group of services so that LDH may
claim the enhanced FMAP on these services. Specific details on codes used to identify the family planning
and preventive services can be found in Appendices D and E, respectively, which contain the per member
per months (PMPMs) that are eligible for the enhanced match rate.

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. The region groupings are the same in all three programs.
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TABLE 2

REGION GROUPINGS

Region Description

Gulf

Capital

South Central

North

Associated Parishes (Counties)

Assumption, Jefferson (East Bank), Jefferson (West Bank), Lafourche,
New Orleans (Algiers), New Orleans (Downtown), New Orleans
(Gentilly), New Orleans (Uptown), Orleans, Plaguemines, St. Bernard,
St. Charles, St. James, St. John, St. Mary and Terrebonne

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

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

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

PART B: BASE DATA DEVELOPMENT

For rate development for the Healthy Louisiana program, Mercer used FFY 2016 and FFY 2017 data from

the following sources:

Louisiana Medicaid eligibility and enrollment data.

Encounter data reported from the State’s Healthy Louisiana Prepaid program.
Encounter data reported from the State’s LBHP program for adults.

Claims data from the State’s LBHP program for children.

FFS data for services and populations to be covered under the Healthy Louisiana program, but

historically covered under Legacy Medicaid/FFS.

All data was reported on an incurred basis and included payment dates through March 31, 2018.
Restrictions were applied to the enrollment and claims data so that it was appropriate for the populations
and benefit package defined in the contract.
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Mercer reviewed the data provided by LDH, the Healthy Louisiana MCOs and the LBHP for consistency
and reasonableness and determined the data was appropriate for the purpose of setting capitation rates
for the MCO program. The data reliance attestation shown in Appendix R has been provided by LDH, and
its purpose is to certify the accuracy, completeness and consistency of the base data.

Effective February 1, 2015, members were granted retroactive eligibility, based on their eligibility for
Healthy Louisiana, for up to 12 months prior to enroliment in an MCO. The MCO selected by these
members will then receive one capitation payment per month of retroactive enrollment, and will be liable for
all claims incurred during this retroactive eligibility period. Retroactive eligibility and claims are excluded
from the base data and handled as a separate adjustment. This adjustment will be discussed later in this
letter.

INCURRED BUT NOT REPORTED

Capitation rate ranges were developed using claims data for services incurred in FFY 2016 and FFY 2017
and reflects payments processed through March 2018. Mercer deemed claims incurred in FFY 2016 as
complete as they have at least 18 months of runout. Mercer developed IBNR factors for FFY 2017
encounter data in order to reflect considerations for any unpaid claims liability. This adjustment, which is
detailed in the Healthy Louisiana Data Book, resulted in an overall aggregate increase of 1.80%.

UNDER-REPORTING ADJUSTMENTS

Under-reporting adjustments were developed by comparing encounter data from the Medicaid
Management Information System (MMIS) to financial information provided by the MCOs and the LBHP
Prepaid Inpatient Health Plan (PIHP). This adjustment, which is detailed in the Healthy Louisiana Data
Book, was computed and applied on an MCO-specific basis. Table 3 summarizes the overall aggregate
increases applied to FFY 2016 and FFY 2017 expenses.

TABLE 3
ADJUSTMENT
Category of Service PH Program SBH Program PH Program SBH Program
Prescribed Drugs 1.0680 _ 1.0718 _
Transportation and SBH 0.9936 0.9227 1.0274 0.9674

All other 1.0365 _ 1.0224

THIRD-PARTY LIABILITIES
All claims are reported net of third-party liability, therefore no adjustment is required.

FRAUD AND ABUSE RECOVERIES

LDH provided data related to fraud and abuse recoveries on the LBHP and Legacy FFS programs. The
total adjustment applied to the FFS data for PH services was -0.09% for FFY 2016. Healthy Louisiana
MCOs included fraud and abuse recoveries in their financial reports. These recoveries were included in the
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development of the under-reporting adjustment for PH services. No adjustment was needed for FFY 2017
because only encounter data was used.

COPAYMENTS
Copayments are only applicable to prescription drugs. Pharmacy claims are reported net of any
copayments so no additional adjustment is necessary.

DISPROPORTIONATE SHARE HOSPITAL (DSH) PAYMENTS
DSH payments are made outside of the MMIS system and have not been included in the capitation rates.

BASE PROGRAM CHANGE ADJUSTMENTS

Program change adjustments recognize the impact of benefit or eligibility changes occurring during and
after the base data period. CMS requires that the rate setting methodology used to determine actuarially
sound rates incorporate the results of any program changes that have taken place, or are anticipated to
take place, between the start of the base data period and the conclusion of the contract period.

Program changes that occurred during the base data period are referred to as Base Program Change
Adjustments.

Preventive Services

Section 4106(b) of the Affordable Care Act established a one percentage point increase in the FMAP
effective January 1, 2013, applied to expenditures for adult vaccines and clinical preventive services to
states that cover, without cost-sharing, a full list of specified preventive services and adult vaccines. In
order to meet the eligibility requirements for the one percentage point FMAP increase, LDH decided to
expand the list of adult vaccines and clinical preventive services covered under the State Plan, effective
July 1, 2016. These services are included on the applicable published fee schedules on the Medicaid
website www.lamedicaid.com. The impact of the change is an increase of 0.01% in FFY 2016 for the PH
program. The change has no impact on the SBH program and no impact on FFY 2017.

TABLE 4:

Time All Services Historical PS Adjustment Dollar Historical PS  All Services
Period Cost Cost Impact Cost Cost

FFY16 $2,938,439,843  $371,954 $398,910 107.25% 0.01%
FFY17 $2,962,971,073  $756,949 _ 0.00% 0.00%

Total $5,901,410,915 $1,128,904 $398,910 35.34% 0.01%

Pediatric Day Health Care (PDHC) Program Change
Effective September 1, 2016, LDH issued three policy changes to PDHC services. These policy changes
include changes in the eligibility criteria, per diem requirement and re-evaluation period.
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Eligibility Criteria

Medicaid recipients are required to meet all criteria on the PDHC prior authorization checklist to be eligible
for PDHC services. Effective September 1, 2016, LDH issued a more restrictive prior authorization
checklist that will reduce the number of PDHC recipients.

Per Diem Requirement

Prior to September 1, 2016, PDHC providers billed an hourly rate for PDHC stays of up to 4 hours in a day
and a per diem rate for stays between 4-12 hours. Effective September 1, 2016, the state fee schedule is
changing to an hourly rate for stays up to 6 hours and a per diem rate for stays between 6—12 hours.

Re-evaluation Period
Effective September 1, 2016, the days between a PDHC recipient’s re-evaluations changed from 120 days
to 90 days.

Mercer completed a pre/post analysis of the policy changes and adjusted the base data to reflect the
impact of the changes.

TABLE 5:

Time All Services Historical Adjustment Dollar Historical PDHC All Services
Period Cost PDHC Cost Impact Cost Cost

FFY16 $2,938,439,843  $23,544,066 $(3,938,979) -16.73% -0.13%
FFY17 $2,962,971,073  $20,879,428 $(582,155) -2.79% -0.02%
Total $5,901,410,915  $44,423,493 $(4,521,134) -10.18% -0.08%

ACT 399 (Provider Fee Reimbursement)

Effective December 1, 2015, Act 399 creates an appeal board to review pharmacy reimbursement
disputes. It is the obligation of a health insurance issuer or its agent to reimburse a pharmacist or his agent
for fees remitted by a pharmacy or pharmacist or his agent in compliance with R.S. 46:2625 or risk being
sanctioned. Mercer reviewed this requirement and its underlying details and estimated the impact to the
base period data to be approximately 0.01%.
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Managed Care Savings Adjustment

A portion of FFY 2016 base expenses was incurred outside of a managed care delivery system by the
former voluntary opt-out population which became mandatory enrolled effective December 1, 2015. For
those expenses incurred outside of a full-risk managed care delivery system, Mercer adjusted the
capitation rates to reflect areas for managed care efficiency. 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 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.

Appendix F summarizes the managed care savings adjustments that were applied to the Legacy Medicaid
FFS data.

Efficiency Adjustments

Mercer distinguishes efficiency adjustments (which are applied to managed care-enrolled populations)
from managed care savings adjustments (which are applied to previously unmanaged populations).
Efficiency adjustments are intended to reflect improved efficiency in the hospital inpatient, emergency
department (ED) and pharmacy settings, and are consistent with LDH’s goal that the Healthy Louisiana
program be operated in an efficient, high-quality manner.

CLINICAL EFFICIENCY ADJUSTMENTS

Inpatient Hospital Efficiency Adjustment

lliness prevention is an important medical care element for all health care providers. LDH expects the
MCOs to help their members stay healthy by preventing diseases or preventing complications of existing
diseases. Since hospital expense represents a significant portion of all medical expenditures, Mercer
performed a retrospective data analysis of the MCOs’ FFY 2016 and FFY 2017encounter data using
indicators developed by the Agency for Healthcare Research and Quality (AHRQ). These conditions are
collectively referred to as Prevention Quality Indicators (PQIl) and Pediatric Quality Indicators (PDI),
respectively. Mercer utilized 13 adults and five pediatric PQls as part of the analysis. Evidence suggests
that hospital admissions for these conditions could have been avoided through high-quality outpatient care
and/or the conditions could have been less severe if treated early and appropriately. AHRQ'’s technical
specifications provide specific criteria that define each PQI and PDI that Mercer utilized in the analysis of
the MCOs’ inpatient hospital encounter data. Although AHRQ acknowledges that there are factors outside
of the direct control of the health care system that can result in a hospitalization (e.g., environmental,
patient compliance), AHRQ does recognize these analyses can be utilized to benchmark health care
system efficiency between facilities and across geographies.
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While the AHRQ technical specifications include exclusionary criteria specific to each PQI and PDI, Mercer
also considered clinically-based global exclusion criteria that removed a member’s inpatient admissions
from all inpatient efficiency analyses. The global exclusion criteria were utilized to identify certain
conditions and situations (e.g., indications of trauma, burns, HIV/AIDS) that may require more complex
treatment for members. Based on a review of the FFY 2016 and FFY 2017 inpatient encounter data, any
member identified as having indications of any of the qualifying criteria resulted in all of that member’s
admissions being removed from the analyses. Once all clinical global exclusions data was removed from
the analysis, the embedded AHRQ exclusions, by PQI/PDI were then applied.

Additionally, even though the AHRQ technical specifications do not explicitly mention enroliment duration,
Mercer considered enrollment duration as one of the contributing factors to review that would be
associated with the applicability of a PQI/PDI-based adjustment. Enrollment duration was used as a proxy
for issues such as patient compliance, health plan outreach and education, time to intervene, and other
related concepts. A variable-month enrollment duration ranging from two to twelve months, depending on
PQI or PDI condition, was applied to the RY 2019 rates. This assumption meant that an individual had to
be enrolled with the same plan for a minimum number of consecutive months prior to that individual’s PQI
or PDI hospital admission to be considered subject to the adjustment. Only the dollars associated with the
PQI and PDI hospital admissions that met these enroliment duration criteria were included in the base data
adjustment. Recipient eligibility data supplied by the State provided the information to make this duration
test assessment.

ED Efficiency Adjustment

Mercer performed a retrospective analysis of the MCOs’ FFY 2016 and FFY 2017 ED encounter data to
identify ED visits that were considered preventable/pre-emptible. For the RY 2019 rate development,
Mercer analyzed preventable/pre-emptible Low Acuity Non-Emergent (LANE) visits. This analysis was not
intended to imply that members should be denied access to EDs or that the MCOs should deny payment
for the ED visits. Instead, the analysis was designed to reflect the State’s objective that more effective,
efficient, and innovative managed care could have prevented or pre-empted the need for some members
to seek care in the ED setting in the first place.

The criteria used to define LANE ED visits was based on publicly available studies, input from Mercer’'s
clinical staff, as well as review by practicing ED and primary care physicians (PCPs). ICD-9 primary
diagnosis code information was the basis for identifying an ED visit. A limited set of diagnosis codes was
agreed upon by all physicians involved in developing the methodology for the analysis. Preventable
percentages ranging from 5.0% to 90.0% were assigned to each diagnosis code to account for external
factors that can influence and impact variation in ED use. Using procedure code information, the ED visits
were evaluated from low complexity clinical decision making to high complexity clinical decision making. In
addition, LANE ED visits that resulted in an inpatient admission or observation stay (observation revenue
code 0762) were excluded. No adjustment was made for any possible up coding by providers.

For the RY 2019, Mercer excluded low unit cost visits from the LANE analysis to account for improvements
in the MCOs’ use of triage fees and/or more appropriate health services management. A hierarchical
process was used for the remaining LANE visits to identify those that could have been prevented or
pre-empted. Beginning with the lowest acuity visits, data was accumulated until the percentage of
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preventable/pre-emptible visits was achieved for each respective diagnosis code. Regardless of the
targeted percentage, no LANE ED visit/dollars associated with the most complex clinical decision making
procedure codes (99284-99285) were included in the final adjustment. In addition, a replacement cost
amount (average cost physician visit) was made for the majority of LANE visits that were deemed
preventable/pre-emptible. To reflect its desire for value-focused purchasing, the final LANE efficiency
adjustment reflects a 50.0% targeted efficiency level applied to the final adjustment identified.

PHARMACY EFFICIENCY ADJUSTMENTS

Appropriate Diagnosis for Selected Drug Classes (DxRXx)

The DxRXx efficiency adjustment is used to ensure appropriate utilization of selected drug classes in
historical claims data, based on supporting diagnosis information in the recipient's medical history. The
selected drug classes were identified based on high cost, safety concerns, and/or high potential for abuse
or misuse. Diagnosis information from 30 months (24 months prior to date of service, six months after date
of service) of medical, professional, pharmacy and inpatient data is reviewed for each recipient.
Appropriate drug-diagnosis pairs are reviewed annually by Mercer’s team of clinicians, and include
consideration for:

* Food and Drug Administration Approved Indications (both drug specific, and by drug class).

»  Clinically-accepted, off-label utilization as identified by published literature and clinical/ professional
expertise.

* Industry standard practices.

In consideration of limitations related to the MCQOs ability to prior authorize HIV drugs and provider
enrollment issues that may impact the ability of the DxRx algorithm to identify opiate dependence
diagnoses, the HIV and Opiate Dependence categories were not used in developing the DxRx efficiency
adjustment.

Retrospective Pharmacy Claims Analysis

The clinical edits efficiency adjustment used a retrospective pharmacy claims analysis to identify
inappropriate prescribing and/or dispensing patterns using a customized series of pharmacy utilization
management edits that are clinically based on rules. Edits were developed by Mercer's managed
pharmacy practice based on:

Published literature.

* Industry standard practices.

»  Clinical appropriateness review.
*  Professional expertise.

* Information gathered during the review of several Medicaid FFS and managed care pharmacy
programs across the country.
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Pharmacy Healthcare Common Procedure Coding System (HCPCS)

The HCPCS efficiency adjustment benchmarks each MCOs’ reimbursement for clinician-administered
drugs (billed via HCPCS) to determine if the plans per unit reimbursement is efficient compared to the
national rate established by Medicare.

The State decided that to reflect its response for value-focused purchasing, the final retrospective
pharmacy claims analysis efficiency adjustment should reflect a 75.0% targeted efficiency level applied to
the final adjustment identified.

The overall impact of the Inpatient, ED and Pharmacy efficiency adjustments was a decrease of $3.31
PMPM to the PH program.

Contralateral Breast Reduction (CBR) Services

Effective February 1, 2017, the Healthy Louisiana program will cover breast reconstruction post
mastectomy of the contralateral unaffected breast to achieve symmetry for patients diagnosed with breast
cancer. The added CBR services will result in a 1.93% increase to the BCC rate cell, as shown in
Appendix G.

Reinstatement of LaHIPP Program

Effective April 1, 2017, the LaHIPP program is reinstated. Members that are enrolled in the LaHIPP
program will receive PH services through FFS and will receive SBH and NEMT services through Healthy
Louisiana. The LaHIPP members will be included in the SBH Dual and LaHIPP rate cell (f’/k/a SBH Dual
Eligible). As shown in Appendix H, the addition of the LaHIPP members results in a decrease of 0.50% to
the SBH Dual Eligible and LaHIPP rate cell.

DATA SMOOTHING
In forming the base data, Mercer combined the FFY 2016 and FFY 2017 base data by region and rate cell

in order to ensure sufficient credibility to develop actuarially sound capitation rates.

In some instances, however, Mercer determined that certain rate cells were not sufficiently credible at the
regional. For rate cells, which are identified below, Mercer calculated a single statewide capitation rate.

» S8l newborns 0-1 years of age.
«  BCC, All Ages.

* LAP, All Ages.

+ HCBS, All Ages.

« CCM, All Ages.

«  SBH - CCM, All Ages.

« SBH-HCBS, All Ages.
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*  SBH - Other, All Ages.

PROSPECTIVE RATING ADJUSTMENTS
Program change adjustments that occurred after the base data period, but before the conclusion of the
rating period are referred to as Prospective Rating Adjustments.

Fee Schedule Changes
The capitation rates reflect changes in covered services’ fee schedules and unit costs, between the base
period and the contract period.

Beginning in April 2014, LDH implemented a series of program changes to ensure consistent pricing in the
Medicaid program for hospital services, including inpatient hospital, outpatient hospital, hospital-based
physician and ambulance services. This change required the use of Full Medicaid Pricing (FMP) in the
calculation of PMPM payments to MCOs. LDH expects this rate increase will lead to increased payments
to those providers contracting with the MCOs to maintain and increase access to inpatient hospital,
outpatient hospital, hospital-based physician and ambulance services to the enrolled Medicaid
populations. Mercer and LDH reviewed the aggregate funding levels for these services between the base
period and the contract period and determined that an addition to the historical data was necessary in
order to ensure the capitation rate ranges reflect adequate statewide pricing levels. Separate adjustments
were made to each of the four services to capture the full impact of statewide funding. FMP adjustments
were implemented for inpatient and outpatient services effective April 2014. Physician and ambulance
FMP adjustments were implemented effective July 2015.

For the non-FMP fee schedule changes discussed in this section, the fee schedule changes are expected
to impact MCO costs as MCOs usually contract with providers at rates that are proportional to the Medicaid
fee schedule for these services.

Inpatient Services

Inpatient claims were adjusted to reflect changes in the fee schedule between the base period and the
contract period, using the fee schedule effective July 1, 2018. The non-GME part of the per diems were
used in this fee adjustment process to be consistent with LDH’s intention to continue paying GME amounts
directly to the teaching hospitals.

Mercer relied upon an analysis of Medicare Diagnosis Related Group (DRG) equivalent pricing of Medicaid
services provided by LDH for the FMP adjustment. FFY 2016 and FFY 2017 encounter data was analyzed
and compared the adjusted Medicare payments to the Medicaid payment on a per discharge basis at each
hospital. The Medicare payments were adjusted to reflect the treatment of Medicaid patients and reflected
the reimbursement level applicable to the rate period. The FFY 2016 Medicaid payments were adjusted to
reflect applicable fee changes and payments made outside of the claims system (outlier payments). The
Medicaid payments were also trended to the rate period and the ratio between the projected Medicare and
Medicaid payments was calculated. Mercer applied the ratio between the two payments to the base data at
a hospital specific level.
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The total impact of the inpatient fee changes is summarized below in Table 6A below.

TABLE 6A:

INPATIENT FMP IMPACT IMPACT AS %
OF

Time Period Historical Cost Fee Change Impact Adjusted Cost FMP Impact Adjusted Cost

FFY16 $644,618,678 $80,300,366 $724,919,044 $323,050,961 44.56%
FFY17 $601,925,950 $50,856,124 $652,782,073 $342,011,916  52.39%
Total $1,246,544,628 $131,156,490 $1,377,701,117 $665,062,877 48.27%

Outpatient Services

Outpatient claims were adjusted to reflect the most recent cost-to—charge ratios (CCRs) available. The
CCRs were reported on hospital fiscal year bases, which varied by hospital from June 30, 2015 to
December 31, 2017. The adjustment also included estimation of cost settlements and reflected the most
up-to-date cost settlement percentages for each facility.

Effective January 1, 2019 House Concurrent Resolution (HCR) 6 adjusted reimbursement rates for
outpatient services for all hospitals except rural hospitals, state-owned hospitals, and Our Lady of the
Lake. The rates for the effected facilities increased by 11.56% except for Children’s Hospital where
reimbursement for outpatient services increased by 5.26%. Additionally, cost settlement percentages for
most non-rural, non-state facilities were increased to 83.18% effective January 1, 2019. Rural facilities are
cost settled at 110%.

The outpatient FMP was developed according to the State Plan using the CCRs and the billed charges
from the base data. The calculation was completed at a hospital level.

The total impact of the outpatient fee changes is summarized in Table 6B below.

TABLE 6B:

OUTPATIENT FMP IMPACT IMPACT AS %
OF

Time Period Historical Cost Fee Change Impact Adjusted Cost FMP Impact Adjusted Cost

FFY16 $430,965,113 $65,199,300 $496,164,413 $96,737,804 19.50%

FFY17 $451,323,323 $69,917,384 $521,240,707 $108,207,391  20.76%

Total $882,288,436 $135,116,684 $1,017,405,120 $204,945,195 20.14%
MARSH & MCLENNAN
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Specialized Behavioral Health Fee Schedule Change

Effective July 1, 2018, LDH issued new Therapeutic Group Home (TGH) and Psychiatric Residential
Treatment Facility (PRTF) per diems. The new fee schedule can be found on LDH'’s fee schedules
website?. Mercer identified the affected services and estimated the impact of the fee schedule changes to
develop adjustments to the capitation rates. The total impact of the TGH/PRTF fee changes is summarized
in Table 6C below.

TABLE 6C:

Time Period Historical Cost Fee Change Impact Historical Cost All Services Cost
FFY16 $4,849,121 $1,059,774 21.85% 0.04%

FFY17 $5,099,744 $804,087 15.77% 0.03%

Total $9,948,864 $1,863,861 18.73% 0.03%

Physician-Administered Drugs (PAD) Fee Schedule Change

Effective July 1, 2018, LDH made changes to the PAD reimbursement rates. The new rates will be posted
on LDH’s fee schedule website3. Mercer identified the affected services and estimated the impact of the
fee schedule changes to develop adjustments to the capitation rates. The total impact of the PAD fee
changes is summarized in Table 6D below.

TABLE 6D:

CHANGE IMPACT

Time Period Historical Cost Fee Change Impact Historical Cost All Services Cost
FFY16 $2,834,321 $598,717 21.12% 0.02%

FFY17 $2,642,827 $310,473 11.75% 0.01%

Total $5,477,148 $909,190 16.60% 0.02%

Hospital-Based Physician Services

Mercer calculated the FMP payments for hospital-based physician services provided at participating
facilities by participating physicians according to the State Plan methodology. This methodology is
designed to bring the payments for the physician services up to the community rate level. The community
rate is defined as the rates paid by commercial payers for the same service. For state-owned or operated
entities, Mercer calculated the FMP payments according to the State plan using the billed charges from the

2 https://www.lamedicaid.com/provweb1/fee schedules/feeschedulesindex.htm

3 See note 2 above.
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base data and the commercial charges-to-paid conversion factors provided by LDH. For non-state owned
or operated entities, Mercer calculated the FMP payments according to the State plan using the units of
service from the base data, the most currently available Medicare fees and the Medicare-to-commercial
conversion factors provided by LDH. The conversion factors are maintained by LDH and updated
periodically. For state-owned or operated entities, the conversion factors are updated annually. For
non-state owned or operated entities, the factors are updated every three years.

LDH provided the latest available factors, which were last updated as of October 2018. Table 6E below
shows the impact of FMP on the adjusted base cost of hospital-based physician services meeting the State
Plan’s criteria for FMP.

TABLE 6E:
HOSPITAL-BASED PHYSICIAN FMP IMPACT IMPACT AS %
OF
Time Historical Fee Change Adjusted Cost FMP Impact Adjusted Cost
Period Cost Impact

FFY16 $148,488,878
FFY17 $148,596,790
Total $297,085,668

$148,488,878 $198,229,094  133.50%
$148,596,790 $198,946,347  133.88%
$297,085,668 $397,175,442  133.69%

Ambulance Services

Mercer calculated the ambulance FMP payments according to the State Plan using Medicare fee
schedules and average commercial rates as a percentage of Medicare. Ambulance providers were
classified as either Large Urban Governmental (LUG) or non-LUGs. LUGs have historically received
100.0% of the gap between average commercial rate and the Medicaid fee schedule while non-LUGs have
historically received 17.35% of the gap. Mercer developed increases using these assumed funding levels.
Average commercial rates as a percentage of Medicare were provided by LDH for RY 2019. According to
the State Plan, average commercial rates are updated every three years. Table 6F below shows the
impact of FMP on the adjusted base cost of ambulance services meeting the State Plan’s criteria for FMP.

TABLE 6F:
AMBULANCE FMP IMPACT IMPACT AS %
OF
Time Historical Fee Change Adjusted Cost FMP Impact Adjusted Cost
Period Cost Impact

FFY16 $32,407,395 $32,407,395 $23,332,560 72.00%

FFY17 $30,991,690 _ $30,991,690 $22,904,377 73.90%

Total $63,399,085 $63,399,085 $46,236,937 72.93%
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Aggregate Fee Schedule Adjustments
Overall, as shown in Table 7, the combined effect of all the prospective fee adjustments was a 21.29%
increase in the base data.

TABLE 7:

AGGREGATE FEE SCHEDULE CHANGES IMPACT IMPACT AS %

OF
Time Period Historical Fee Change Adjusted Cost FMP Impact Adjusted Cost
Cost Impact

FFY16 $2,938,439,843 $147,158,157  $3,085,598,000 $641,350,419  20.79%

FFY17 $2,962,971,073 $121,888,068 $3,084,859,140 $672,070,031 21.79%

Total $5,901,410,915 $269,046,225 $6,170,457,140 $1,313,420,450 21.29%

Pharmacy Rebates

More so than most services covered in the Healthy Louisiana program, the pharmacy benefit is subject to
frequent, rapid evolution. Furthermore, LDH expects that Healthy Louisiana MCOs will negotiate and
maintain competitive purchasing agreements with pharmaceutical manufacturers, which includes
maintaining competitive market share/supplemental rebate agreements.

In order to determine an appropriate pharmacy rebate adjustment, Mercer analyzed historical utilization
patterns, as reported in the encounter data, by rate cell and therapeutic class. The historical experience
was projected to the rating period and rebate adjustments were developed, by rate cell, in consideration of
Healthy Louisiana MCO generic dispensing rates and current rebate levels within each therapeutic class.
The resulting revised pharmacy rebate adjustments are shown in Table 8 below.

TABLE 8:
NON-EXPANSION PHARMACY REBATES

Category of Aid Base Expenses Rx Adjustment Dollars Adjusted Expenses Adj %

SSl $672,177,235 $(26,214,912) $645,962,322 -3.9%
Family & $614,013,334 $(19,034,413) $594,978,921 -3.1%
Children

Foster Care $17,455,454 $(331,654) $17,123,801 -1.9%
Children

BCC $5,980,484 $(107,649) $5,872,835 -1.8%
LAP $2,782,324 $(105,728) $2,676,596 -3.8%
HCBS $12,182,135 $(341,100) $11,841,036 -2.8%
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NON-EXPANSION PHARMACY REBATES

Category of Aid Base Expenses Rx Adjustment Dollars Adjusted Expenses Adj %

CCM $5,935,736 $(106,843) $5,828,893 -1.8%
Statewide Non- $1,330,526,702  $(46,242,299) $1,284,284,403 -3.5%
Expansion

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 CCR. LDH makes payments to a maximum of $10 million
annually. As payment of outlier liability is the responsibility of Healthy Louisiana MCOs, this additional

$10 million was built into the rates based on the distribution by rate cell observed in state fiscal year (SFY)
2017 payments. Outliers added an average cost of $0.89 PMPM to the base data used in rate setting.
Table 9 details the impact of outliers on the rates by rate cell.

TABLE 9:

OUTLIERS ADJUSTMENT

Category of Aid  Rate Cell Projected MMs Outlier PMPM Outliers Total Adjustment

SSli Newborn, 0-2 Months 678 $1,618.23 $1,096,939

SSli Newborn, 3-11 6,101 $125.94 $768,358
Months

Family and Newborn, 0-2 Months 123,687 $59.53 $7,362,552

Children

Family and Newborn, 3-11 416,371 $1.28 $534,282

Children Months

Family and Child, 1-20 Years 7,881,855 $0.03 $237,870

Children

Total _ 8,852,796 $1.13 $10,000,000

Total PH COAs* _ 11,259,539 $0.89 $10,000,000

*Quitlier distribution is based on SFY 2017 experience.

Early Elective Delivery (EED)
Beginning February 2015, facility and delivering physician costs for EEDs will not be covered under the
Healthy Louisiana program. MCOs receive an EED Kick Payment for deliveries that occur prior to
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39 weeks for reasons that are not medically indicated in the Louisiana Electronic Event Registration
System (LEERS) maintained by the Office of Public Health/Vital Records. Deliveries that occur prior to

39 weeks for reasons that are medically indicated in LEERS will receive the Maternity Kick Payment.
Mercer identified the average facility and delivering physician costs embedded in the Maternity Kick
Payment by region and excluded those costs to arrive at the EED Kick Payment. The EED Kick Payment is
calculated by applying the EED adjustment, a reduction of percentage of 19.68%, to the regular Maternity
Kick Payment.

Maternity Adjustment

Historically, Mercer has set the maternity kick payment exclusively based on Non-Expansion experience.
In light of the fact that Expansion maternity data was available for the rating cycle and that the Maternity
Kick Payment applies to birth event for both Non-Expansion and Expansion enrollees, Mercer developed
an acuity adjustment to reflect the Expansion maternity experience. The Expansion maternity acuity
adjustment was developed based on the relative costs of maternity events for the two populations. The
impact of this adjustment on the Maternity Kick Payment, by region, is summarized in Table 10.

TABLE 10:
Region % Impact
Gulf 2.15%
North 3.85%
South Central 4.08%
Capital 4.20%
Statewide 3.43%

Positron Emission Tomography (PET) Scans

Effective February 1, 2018, Healthy Louisiana will cover PET scans for cancer-related purposes. This is a
new State Plan service and is considered a physical health service. Therefore, only the physical health
program is affected for Healthy Louisiana.

Mercer developed a projection of the Healthy Louisiana PET scan costs using fee schedule information
provided by LDH and an estimate of expected PET scan utilization. As PET scans are a new State Plan
service and encounter data is limited, the projected utilization was developed based on experience in
Louisiana for a Commercial population (Blue Cross Blue Shield of Louisiana — Individual line of business),
emerging utilization experience in the data and PET scan utilization in other Medicaid managed care
programs covering similar populations and services in other states. The overall impact on the
Non-Expansion rates due to the addition of the PET scan benefit was $0.33 PMPM. Please see Appendix |
for more details.
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Applied Behavioral Analysis (ABA)

Effective February 1, 2018, Healthy Louisiana will cover ABA services for all populations under the age of
21 for both the PH and SBH programs. During the two base years (FFY 2016 and FFY 2017), ABA
services were provided in FFS.

ABA FFS experience for populations who are eligible to receive services through the Healthy Louisiana
program was used to develop the ABA adjustment. Mercer also worked closely with LDH to understand
how factors affecting rates could reasonably be expected to change between the base years and RY 2019.
The ABA adjustment added $3.34 to the Non-Expansion PMPM. Please see Appendix J for more details.

Managed Care Linkage for Long-Term Care Users

Effective August 1, 2018, the State implemented changes that impact the managed care enroliment date
for Healthy Louisiana enrollees who become eligible for LTC services. Specifically, the effective date of
B-linkage (i.e., Behavioral Health Only coverage) enroliment status when a member enrolled in managed
care with a P-linkage (i.e., Acute and Behavioral Health coverage), is certified as eligible for LTC services,
will be the first day of the month following the member’s LTC certification. Prior to August 1, 2018, the
member was enrolled with a B-linkage effective the first day of the month that member was admitted to
LTC. Disenroliment from the P-linkage will continue to happen on the last day of the month the member is
admitted to LTC.

During the transitional month where a member is both enrolled with a P-linkage and certified for LTC, the
MCO will have additional responsibility for services covered under the managed care contract that are not
the responsibility of the nursing facility.

Mercer identified individuals within the base data whose eligibility would be impacted by this change, as
well as the cost of the additional services that will become the responsibility of the MCO. This data was
utilized to develop adjustments for each region and rate cell. The overall impact of this program change is
a $0.36 PMPM increase to the Non-Expansion rate. Appendix K shows the impact on the claims PMPM by
rate cell for the Non-Expansion rates.

Non Invasive Prenatal Testing (NIPT) Adjustment

Effective February 1, 2019, NIPT will be a covered service in the Healthy Louisiana program. NIPT is a
genetic test, which uses maternal blood that contains cell-free fetal deoxyribonucleic acid (DNA) from the
placenta. NIPT is considered a medical necessity once per pregnancy to pregnant women over the age of
35, and for women under age 35 who meet one or more of certain high-risk criteria.

Although NIPT was not a contractually required covered service historically, some Healthy Louisiana
MCOs have paid for NIPT screenings in certain cases. Mercer relied on the available experience to
estimate the NIPT program change adjustment. The impact of the NIPT adjustment on the Maternity Kick
Payment is summarized in Table 11.
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TABLE 11:
Category of Aid Historical Cost 24-Mo Dollar Impact 11/12 of 24-Mo Impact Impact
%
Maternity Kick Payment $405,372,925 $1,047,314 $960,038 0.24%
Total Program $5,901,410,915  $1,047,314 $960,038 0.02%

Continuous Glucose Monitoring Adjustment
Effective January 1, 2019, Healthy Louisiana MCOs will be responsible for the coverage of continuous
glucose monitors for all eligible recipients that meet the following criteria:

» Diagnosis of type 1 diabetes with recurrent, unexplained, severe hypoglycemia (glucose levels <50
mg/dl).

* Impaired hypoglycemia awareness that puts the recipient at risk or Pregnant recipient with poorly
controlled type 1 diabetes evident by recurrent, unexplained hypoglycemic episodes, hypoglycemic
unawareness or postprandial hyperglycemia, or recurrent diabetic ketoacidosis.

Mercer developed a projection of the Healthy Louisiana CGM costs using fee schedule information
provided by LDH and an estimate of expected CGM utilization based on clinical expertise. As CGMs are a
new State Plan service, the projected utilization was developed based on the SFY17 utilization of
recipients with Type | diabetes and insulin dependence. The overall impact on the Non-Expansion rates
due to the addition of the CGM benefit was an increase of $0.34 PMPM. Please see Appendix L for more
details.

Federally Qualified Health Center/Rural Health Clinic (FQHC/RHC)

Long-acting reversible contraceptive (LARC)

Effective January 1, 2019, and with the date of service forward, Louisiana Department of Health will
reimburse for LARC devices and diagnosis separate from the prospective payment system (PPS) rate to
FQHC and RHC providers. The Actual Acquisition Cost (AAC) to the FQHC will determine the
reimbursement for LARC devices.
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Same Day Billing

Effective for dates of service on or after April 1, 2019, the Medicaid program shall establish an alternative
payment methodology for behavioral health services provided in RHCs by one of the following
practitioners:

. Physicians with a psychiatric specialty.

* Nurse practitioners or clinical nurse specialist with a psychiatric specialty.

* Licensed clinical social workers.

» Clinical psychologist.

The reimbursement for behavioral health services will equal the all-inclusive encounter PPS rate on file for
fee for service on the date of service. This reimbursement will be in addition to any all-inclusive PPS rate
on the same date for a medical visit.

Mercer developed the projection of these two changes by using updated fee schedules and supplemental
information provided by LDH in conjunction with historical Healthy Louisiana data. Table 12 below

summarizes the projected impact to the rates related to these FQHC/RHC reimbursement methodology
changes.

TABLE 12:
FQHC/RHC ADJUSTMENT
Category of Rate Cell [A] [B] [C] [D] = [B]+[C]
Aid
RY19 Projected LARC PMPM Same Day Billing Total FQHC/RHC
MMs PMPM PMPM

SSli Newborn, 0-2 678 $0.06 $0.06

Months
SSi Newborn, 3-11 6,101 $0.01 $0.01

Months
SSli Child, 1-20 424,104 $0.00 $0.29 $0.29

Years
SSi Adult 21+ Years 882,601 $0.00 $0.30 $0.31
Family & Newborn, 0-2 123,687 $0.01 $0.01
Children Months
Family & Newborn, 3-11 416,371 $0.01 $0.01
Children Months
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FQHC/RHC ADJUSTMENT

Category of
Aid

Family &
Children

Family &
Children

Foster Care

Children

BCC

LAP

HCBS

HCBS

CCM

SBH - CCM

SBH - Duals

SBH - HCBS
SBH - HCBS

SBH - Other

Rate Cell

Child, 1-20
Years

Adult 21+ Years

Foster Care, All
Ages, Male &
Female

BCC, All Ages,
Male & Female

LAP, All Ages,
Male & Female

Male & Female,
Age 20 & Under

Male & Female
21+

Chisholm, All
Ages, Male &
Female

SBH — CCM, All
Ages

SBH — Dual
Eligible, All Ages

Child 1-20 Years
Adult 21+ Years

SBH — All Ages

Total (All COAs)

Breast Pump Adjustment
Effective January 1, 2019, the Healthy Louisiana program will cover personal-use, double electric breast
pumps for nursing mothers, without prior authorization. Hospital grade, manual or single breast pumps will

[A]
RY19 Projected
MMs
7,881,855

1,265,269

155,493

5,736

40,385

5,618

17,413

34,227

41,927

1,236,752

19,659
41,285
38,339

13,874,252

[B]
LARC PMPM

$0.00

$0.01

$0.00

$0.00

[C]
Same Day Billing
PMPM
$0.11

$0.19

$0.25

$0.50

$0.08

$0.15

$0.43

$0.26

$0.24

$0.01

$0.20
$0.28
$0.06
$0.11

[D] = [B]+[C]
Total FQHC/RHC
PMPM
$0.11

$0.19

$0.25

$0.50

$0.08

$0.15

$0.44

$0.26

$0.24

$0.01

$0.20
$0.28
$0.06
$0.12
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not be covered, and, therefore, are not part of Mercer’s estimation. Nursing mothers will be eligible for one
breast pump per delivery.

Although LDH is adding this service to the State Plan, some Healthy Louisiana MCOs have historically
paid for personal-use, double electric breast pumps. Mercer used this historical experience to estimate the
cost of program-wide coverage of these breast pumps. Table 13 below summarizes the impact of the
addition of this new service to the non-Expansion cost-per-delivery for FFY16-17.

TABLE 13

BREAST PUMP ADJUSTMENT

Category of Aid Historical Cost Dollar Impact Impact %
Maternity Kick Payment $405,372,925  $1,191,774 0.29%
Total Program $5,901,410,915 $1,191,774 0.02%

PART C: NON-EXPANSION CAPITATION RATE DEVELOPMENT

Mercer followed rate development standards related to base data and described in Part B of this letter to
develop an adjusted base data. To obtain the final projected benefit costs, the base data was further
adjusted to account for trends and other contract provisions.

SUBPART C.1: PROJECTED BENEFIT COSTS

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: Healthy Louisiana encounters, Healthy Louisiana MCO financial reports and FFS. Trends
were selected based on Louisiana experience, as well as national trend information.

Prospective trends were applied to the blended base data. The trend factors by population are shown in
Appendix M.

IN-LIEU OF SERVICES

The costs in the base data reflect costs for State Plan services delivered in a managed care environment.
In some cases, for the adult population, the MCOs provided an approved service in lieu of a State plan
service. The utilization and unit costs of the in-lieu-of services were taken into account in developing the
projected benefit costs of the covered services (as opposed to utilization and unit costs of the State plan
services or settings) with the exception of the Inpatient Psychiatric Institutions for Mental Diseases (IMD)
stays for which utilization was repriced at the cost of the same services through providers included under
the state plan. Additional detail regarding the repricing of the Inpatient Psychiatric IMD stays is described in
more detail in the section below. Please refer to Appendix N for a summary of these costs and the
percentage of cost that the in-lieu-of services represent in each category of service.
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INSTITUTIONS FOR MENTAL DISEASES

On May 6, 2016, CMS published the Medicaid and CHIP Programs Final Rule. Provision §438.6(e) states
the following, “...the State may make a monthly capitation payment to an MCO or PIHP for adults receiving
inpatient treatment in an IMD, so long as the facility is a hospital providing psychiatric or substance use
disorder inpatient care or a sub-acute facility providing psychiatric or substance use disorder (SUD) crisis
residential services, and length of stay in the IMD is for a short-term stay of no more than 15 days during
the period of the monthly capitation payment.” This requirement was effective as of July 6, 2016.

No adjustments were made in rate development to IMD SUD services as they were approved as covered
services via Louisiana’s 1115 Waiver effective February 1, 2018.

For Inpatient Psychiatric IMD stays, Mercer received a list of IMD facilities that existed during the base
data period (FFY 2016 and FFY 2017). Using this list of IMD facilities, Mercer identified all individuals
within the base data who had an overnight stay in an IMD and sorted them into short stays (15 cumulative
days or less in a given month) versus long stays (16 or more cumulative days in a given month). Table 14
below shows user-month counts and costs within the base associated with IMD users by FFY.

Please note that to the extent there were IMDs in the base period that were not included on the IMD
facilities list utilized by Mercer for this analysis and/or that there were overnight IMD stays paid for an entity
other than Medicaid, the methodology described in this section would not have been able to identify them.
If new or better data becomes available, it may be necessary to refine the IMD adjustments described
below accordingly.

For Inpatient Psychiatric IMD long stays, adjustment factors were developed by region, rate cell and year
to remove all costs and user months incurred during the IMD long-stay. This includes the member months
and costs for the IMD itself as well as non-IMD services incurred during the days in which the individual
was in the IMD during the month of the IMD long stay. In aggregate, the impact of these adjustments on
the base were a 0.06% reduction to the FFY 2016 PMPM and a 0.07% reduction to the FFY 2017 PMPM.

Another component of §438.6(e) requires that States “must price utilization at the cost of the same
services through providers included under the State Plan.” Mercer evaluated the average cost per diem of
IMD stays and compared this to the average cost per diem of Inpatient Psychiatric stays in non-IMD
hospitals. Repricing the short stay Inpatient Psychiatric IMD utilization at the non-IMD per diem resulted in
an increase to SBH inpatient services of 3.8% in FFY 2016 and 5.1% in FFY 2017, respectively.

TABLE 14A:
IMD INPATIENT PSYCHIATRIC SHORT STAYS
IP Psych Overnight Stay Non-IP Psych Service All Services
Service
Time Period User
Months Cost Cost Per Cost Cost Per Cost Cost Per
User Month User Month User Month
FFY 2016 8,351 $19,730,149 $2,362.61 $16,159,033 $1,934.98 $35,889,182 $4,297.59
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IMD INPATIENT PSYCHIATRIC SHORT STAYS

IP Psych Overnight Stay Non-IP Psych Service All Services
Service
Time Period User
Months Cost Cost Per Cost Cost Per Cost Cost Per
User Month User Month User Month
FFY 2017 8,045 $19,645,943 $2,442.01 $17,267,711 $2,146.39 $36,913,654 $4,588.40
Total 16,396 $39,376,092 $2,401.57 $33,426,744 $2,038.71 $72,802,836 $4,440.28

TABLE 14B:

IMD INPATIENT PSYCHIATRIC LONG STAYS

IP Psych Overnight Stay Non-IP Psych Service All Services
Service
Time Period User
Months Cost Cost Per Cost Cost Per Cost Cost Per
User Month User Month User Month

FFY 2016 383 $1,702,017  $4,443.91 $229,999 $600.52 $1,932,017  $5,044.43
FFY 2017 390 $1,776,513  $4,555.16 $285,826 $732.89 $2,062,340 $5,288.05
Total 773 $3,478,531 $4,500.04 $515,826 $667.30 $3,994,357 $5,167.34

The most recent (July 2018—June 2019) rate development guide (RDG) requests certain metrics regarding
IMD usage. As stated above, SUD services are considered covered due to the approved 1115 waiver.
Therefore, we only reviewed mental health overnight services in IMDs. Further, these MH overnight stays
were reviewed on a monthly basis, per the Final Rule. Therefore, the maximum stay that occurs in our
summarized data (in a month) is 31 days. The two tables below display the metrics requested by the RDG.

TABLE 15A:
MONTH STATISTICS FOR ENROLLEES WHO RECEIVED MH OVERNIGHT

SERVICES IN AN IMD

Time Period Unique Enrollees Minimum Maximum Mean Median

FFY 2016 5,336 1 10 2 1

FFY 2017 5,210 1 12 2 1
MARSH & MCLENNAN
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TABLE 15B:

LENGTH OF STAY STATISTICS BY MONTH FOR MH OVERNIGHT
SERVICES IN AN IMD

Time Period Unique Enrollees Minimum Maximum Mean Median
FFY 2016 5,336 1 31 7 6
FFY 2017 5,210 1 31 7 6

RETROACTIVE ELIGIBILITY ADJUSTMENT

MCOs are liable for all claims incurred during a retroactive eligibility period. Eligible members are granted
retroactive eligibility, based on their eligibility for Healthy Louisiana, for up to 12 months prior to enroliment
in an MCO. The MCO selected by these members receive one capitation payment per month of retroactive
enrollment.

Mercer reviewed the retroactive eligibility and claims experience data and developed adjustment factors
that were applied to the projected benefit costs. For this rating cycle, the only rate cell for which a
retroactive eligibility adjustment was deemed necessary was the BCC, All Ages rate cell. BCC, All Ages
rates were increased by 1.40% in consideration of the observed cost relativities. Additional detail related to
this adjustment is presented in Appendix O.

Subpart C.2: Special Contract Provisions

Withhold Arrangement

Effective February 1, 2018, a withhold of the monthly capitated payment shall be applied to incentivize
quality, health outcomes and value-based payments. The withhold amount will be equal to 2% of the
monthly capitated payment for physical and basic behavioral health for all MCO members, exclusive of
maternity kick payments and the FMP component of the monthly capitated payment. Quality and health
outcomes, along with value-based payments will each account for 1% (half of the withhold) and are
intended to incentivize the MCOs to meet all requirements.

Based on recent Healthy Louisiana MCO performance, Mercer determined that two of the 16 quality or
health outcome measures were deemed not reasonably attainable. These two measures are ED visits per
1,000 and Controlling High Blood Pressure. All other measures for quality and health outcomes were
deemed reasonably attainable. All value-based payments were deemed reasonably attainable.

Due to two quality and health outcomes being deemed not reasonably attainable, there will be an
adjustment to the actuarially sound lower bound. For those rate cells impacted by the withhold, a factor of
1.00125 (1% * 2/16 = 0.125%) will be applied to all impacted rate cells prior to the application of the FMP
adjustment in order to comply with the relevant actuarial standards of practice.
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SUBPART C.3: PROJECTED NON-BENEFIT COSTS

Non-Medical Expense Load

Administrative Expense Load

The actuarially sound capitation rates developed include a provision for MCO administration and other
non-medical expenses. Mercer reviewed line item detail of each MCO’s administrative expenses, which
tied back to the MCO financial reports as well as relied on its professional experience in working with
numerous State Medicaid programs to develop the administrative load. This process included
consideration for increases in expenses including items such as additional case management due to
claims volume, increases in staff compensation over time, and consideration for enroliment growth.
Administrative Expense Load assumptions are summarized by program in Table 16.

TABLE 16:
Program Lower Bound Upper Bound
PH program $27.81 $30.12
SBH program $5.24 $5.68
Maternity $315.46 $341.75

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 rate cell, which reflects program requirements, such as
state-mandated staffing, and other indirect operational expenses. Added to this is a variable administrative
amount, based on claims volume. This methodology results in administrative expense loads that vary as a
percentage by rate cell. The resulting variance in administrative expense determined using this
methodology results in a higher allocation of administrative expenses on the rate cells with higher
utilization, which Mercer believes is more accurate in reflecting the drivers of plan administration
requirements.

Underwriting Gain Load

A provision was made in the final rates for underwriting gain. The lower bound reflects an assumption of
1.50% and the upper bound reflects an assumption of 2.50%; the underwriting gain load is calculated prior
to the application of FMP adjustments.

Premium-based Taxes
Final rates also include a provision for Louisiana’s 5.50% premium tax.

FEDERAL HEALTH INSURANCE PROVIDER 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.
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At the time of this certification, many aspects of the calculation and application of this fee remain uncertain.
The HIPF fees associated with calendar year 2019 experience will be calculated and become payable
sometime during the third quarter of 2020. As these fees are not yet defined by insurer and by
marketplace, no adjustment has been made in the rate range development for the Healthy Louisiana
program. An adjustment and revised certification will be considered when the fee amount and impacted
entities applicable to this rate period are announced.

SUBPART C.4: RISK MITIGATION

Risk Adjustment

Risk adjustment will be applied to the rates in Appendix A to reflect differences in health status of the
members served in each MCO using the Adjusted Clinical Groups (ACG) model. The ACG model uses
diagnostic information along with member demographics (age and sex categories) to classify members into
mutually exclusive ACG categories, which are indicative of health care resource usage in terms of cost
consumption. The State typically updates risk scores semi-annually, but the update timing and frequency
may change to account for key program changes and data availability.

The application of the ACG model was tailored to the Healthy Louisiana program by using Louisiana cost
experience to determine the relative costs associated with each ACG category. This step produces
Louisiana-specific cost weights which assign a risk score to each member with sufficient experience (six or
more months of enroliment with a MCQO). An age/gender risk assumption is made for members without an
ACG assignment. These member-level risk scores will be aggregated by MCO, producing MCO risk
scores, which are adjusted for budget neutrality. The risk adjustment process does not increase nor
decrease the overall cost of the program, but can change the distribution across the various Healthy
Louisiana MCOs according to the relative risk of their enrolled members. This is consistent with the budget
neutrality requirements outlined in 42 CFR 438.5(g). The FMP component of the rates will not be risk
adjusted. The FMP component is added to the risk adjusted rate to produce the final rate. Table 17 shows
the rate cells that will be risk adjusted.

TABLE 17:

SSi

Child, 1-20 Years, Male & Female Adult, 21+ Years, Male & Female
Family and Children (TANF)

Child, 1-20 Years, Male & Female Adult, 21+ Years, Male & Female
FCC

All Ages, Male & Female

LAP

All Ages, Male & Female
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Separate sets of risk scores are developed for each rate cells and region, except for FCC and LAP where
the risk scores are developed on a statewide basis.

For more detail regarding the risk adjustment process, please reference the separate risk-adjustment
methodology letter that corresponds with each risk adjustment update.

Non-Expansion Minimum Medical Loss Ratio (MLR)

In accordance with the MCO Financial Reporting Guide published by LDH, each MCO shall provide an
annual MLR report following the end of the MLR reporting year, which shall be a calendar year. An MLR
shall be reported in the aggregate, including all medical services covered under the contract. If the
aggregate MLR (cost for health care benefits and services and specified quality expenditures) is less than
85%, the MCO shall refund LDH the difference.

INCENTIVE ARRANGEMENT

The CMS RDG defines incentive arrangements as “any payment mechanism under which a health plan
may receive additional funds over and above the capitation rate it was paid for meeting targets specified in
the contract.”

Effective February 1, 2018, MCOs may earn incentive payments up to 5%, in total, above the approved
capitation payment attributable to the enrollees or services covered by the incentive arrangements
implemented by LDH. These incentive payments will support the activities, targets, performance measures,
or quality-based outcomes specified in LDH'’s quality strategy. Mercer will work with LDH to ensure the
incentive arrangement is consistently administered such that it complies with the regulations at 42 CFR
438.6(b)(2).

SECTION 2: EXPANSION CAPITATION RATE DEVELOPMENT

This certification covers rates for four of LDH’s five Medicaid Expansion rate cells: Expansion SBH Dual
Eligible, Expansion SBH Chisolm, Expansion SBH Other and the Expansion Maternity Kick Payment. In
each of these instances, a Non-Expansion analog exists for these rate cells. Furthermore, the nature of the
benefits provided by the Healthy Louisiana MCOs for individuals in these rate cells are not expected to
vary significantly between the Non-Expansion and Expansion populations. Accordingly, it is Mercer’s
opinion that the rates developed and certified as actuarially sound for the Non-Expansion SBH Dual
Eligible, SBH Chisolm, SBH Other and Maternity Kick Payment are also actuarially sound for the for the
corresponding Expansion rate cells.

Please refer back to Part C: Non-Expansion Capitation Rate Development for a description of the rate
development of the Non-Expansion SBH and Maternity Kick Payment rates.

SECTION 3: CERTIFICATION OF FINAL RATES
This certification assumes items in the Medicaid State Plan or Waiver, as well as the Healthy Louisiana
MCO contract, have been approved by CMS.

In preparing the rates shown in Appendix A, Mercer has used and relied upon enroliment, FFS claims,
encounter data, reimbursement level, benefit design, and other information supplied by LDH and its fiscal
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agent. LDH, its fiscal agent, and the Healthy Louisiana MCOs 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. However, if the data and information are incomplete/inaccurate, the values shown in this report
may differ significantly from values that would be obtained with accurate and complete information; this
may require a later revision to this report.

Because modeling all aspects of a situation or scenario is not possible or practical, Mercer may use
summary information, estimates, or simplifications of calculations to facilitate the modeling of future events
in an efficient and cost-effective manner. Mercer may also exclude factors or data that are immaterial in
our judgment. Use of such simplifying techniques does not, in our judgment, affect the reasonableness,
appropriateness, or attainability of the results for the Medicaid program. Actuarial assumptions may also be
changed from one certification period to the next because of changes in mandated requirements, program
experience, changes in expectations about the future, and other factors. A change in assumptions is not
an indication that prior assumptions were unreasonable, inappropriate, or unattainable when they were
made.

Mercer certifies the rates in Appendix A, including any risk-sharing mechanisms, were developed in
accordance with generally accepted actuarial practices and principles and are appropriate for the Medicaid
covered populations and services under the Healthy Louisiana MCO contract. 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. All estimates
are based upon the information and data available at a point in time, and are subject to unforeseen and
random events. Therefore, any projection must be interpreted as having a likely, and potentially wide,
range of variability from the estimate. Any estimate or projection may not be used or relied upon by any
other party or for any other purpose than for which it was issued by Mercer. Mercer is not responsible for
the consequences of any unauthorized use. Actual Healthy Louisiana MCO costs will differ from these
projections. Mercer has developed these rates on behalf of LDH to demonstrate compliance with the CMS
requirements under 42 CFR 438.4 and accordance with applicable law and regulations. Use of these rate
ranges for any purpose beyond that stated may not be appropriate.

Healthy Louisiana MCOs are advised that the use of these rates may not be appropriate for their particular
circumstance and Mercer disclaims any responsibility for the use of these rates by Healthy Louisiana
MCOs for any purpose. Mercer recommends that any MCO considering contracting with LDH 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 LDH.

LDH understands that Mercer is not engaged in the practice of law, or in providing advice on taxation
matters. This report, which may include commenting on legal or taxation issues or regulations, does not
constitute and is not a substitute for legal or taxation advice. Accordingly, Mercer recommends that LDH
secure the advice of competent legal and taxation counsel with respect to any legal or taxation matters
related to this report or otherwise.
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This certification letter assumes the reader is familiar with the Healthy Louisiana Program, Medicaid
eligibility rules, and actuarial rate-setting techniques. It has been prepared exclusively for LDH 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. Mercer is not responsible for, and expressly disclaims liability for, any reliance on
this report by third parties.

LDH agrees to notify Mercer within 30 days of receipt of this report if it disagrees with anything contained in
this report or is aware of any information or data that would affect the results of this report that has not
been communicated or provided to Mercer or incorporated herein. The report will be deemed final and
acceptable to LDH if nothing is received by Mercer within such 30-day period.

If you have any questions on any of the above, please feel free to contact Ron Ogborne at
+1 602 522 6595 or Erik Axelsen at +1 404 442 3517 at your convenience.

g Cuik Qilhoan

-

F. Ronald gborn"ef‘uwF‘SA, CERA, MAAA Erik Axelsen, ASA, MAAA
Partner Senior Associate

Copy:

Amanda Joyner, Deputy Assistant Secretary — OBH/LDH

Marisa Naquin, Managed Care Finance — LDH

Jen Steele, Medicaid Director — LDH

Karen Stubbs, Deputy Assistant Secretary — OBH/LDH

Robert Butler, Principal — Mercer

Christina Coleman, Associate/Kodzo Dekpe, ASA, MAAA, Associate — Mercer
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Appendix A: Healthy Louisiana Capitation Rate Range

Projected Member Lower Bound PMPM or | Final PMPM or Cost per | Upper Bound PMPM or

Rate Cell Description

Region Description

Category of Aid Description

Months/Deliveries Cost per Delivery Delivery U Cost per Delivery
Gulf Ssi Newborn, 0-2 Months 238§ 29,393.75 $ 29,420.76  $ 31,210.07
Gulf Ssi Newborn, 3-11 Months 1677 $ 5716.22 $ 5721.68 $ 6,079.72
Gulf Ssi Child, 1-20 Years 121,230 § 790.28 $ 791.15 § 843.88
Gulf Ssi Adult, 21+ Years 259,217 § 151365 §$ 1,515.15 § 1,610.84
Gulf Family and Children Newborn, 0-2 Months 34,542 § 3,24013 $ 3,242.70 $ 3,418.88
Gulf Family and Children Newborn, 3-11 Months 117,040 $ 31292 $ 31322 § 331.43
Gulf Family and Children Child, 1-20 Years 2,187,767 $ 188.09 $ 188.30 $ 201.07
Gulf Family and Children Adult, 21+ Years 375,685 $ 397.38 $ 397.79  § 423.76
Gulf Foster Care Children Foster Care, All Ages Male & Female 28,131 $ 536.30 $ 536.93 $ 577.92
Gulf Breast and Cervical Cancer BCC, All Ages Female 1418 § 2,292.81 § 2,295.20  $ 2,432.75
Gulf LaCHIP Affordable Plan All Ages 8,259 § 225.02 $ 22527 $ 239.87
Gulf HCBS Waiver 20 & Under, Male and Female 1474 § 1,827.28 $ 1,829.26  $ 1,949.32
Gulf HCBS Waiver 21+ Years, Male and Female 4,795 $ 1,605.43 $ 1,507.07 | $ 1,612.32
Gulf Chisholm Class Members Chisholm, All Ages Male & Female 9622 $ 1,503.51 § 1,505.24  $ 1,585.26
Gulf SBH - Chisholm Class Members SBH - Chisholm, All Ages Male & Female 10,629 $ 340.86 $ 340.86 $ 356.63
Gulf SBH - Duals & LaHIPP (Duals) SBH - Dual Eligible & LaHIPP, All Ages (Duals) 336,218 | § 4022 $ 4022 $ 43.86
Gulf SBH - HCBS Waiver SBH - 20 & Under, Male and Female 5277 $ 22356 $ 22356 $ 229.55
Gulf SBH - HCBS Waiver SBH - 21+ Years, Male and Female 10,675 $ 68.79 $ 68.79 $ 74.51
Gulf SBH - Other SBH - Other, All Ages 7,377 $ 17734 § 17734 $ 189.31
Gulf Maternity Kickpayment Maternity Kickpayment, All Ages 7,205 $ 15,125.50 $ 15,125.50  $ 15,768.06
Gulf Maternity Kickpayment - Early Elective Delivery Early Elective Delivery 19 7,625.61 $ 7,625.61 $ 7,752.09
Gulf Medicaid Expansion SBH - Dual Eligible, All Ages 5580 $ 4022 $ 4022 $ 43.86
Gulf Medicaid Expansion SBH - Other 122 $ 17734 $ 17734 $ 189.31
Gulf Medicaid Expansion SBH - CCM, All Ages 136 $ 340.86 $ 340.86 $ 356.63
Gulf Medicaid Expansion - Maternity Kick Payment  Maternity Kick Payment 3,532 $ 15,125.50 $ 15,125.50 $ 15,768.06
Gulf Medicaid Expansion - EED Kick Payment EED Kick Payment 19 7,625.61 $ 7,625.61 $ 7,752.09
Capital Ssi Newborn, 0-2 Months 178§ 29,843.11 $ 29,870.68 $ 31,702.16
Capital Ssi Newborn, 3-11 Months 1225 § 5,691.64 $ 5,697.07  $ 6,052.80
Capital Ssi Child, 1-20 Years 90,215 § 833.50 $ 834.46 $ 892.29
Capital Ssi Adult, 21+ Years 183,760 § 1,469.18 $ 1,470.74 | § 1,569.98
Capital Family and Children Newborn, 0-2 Months 31,212 $ 2,866.06 $ 2,868.76  $ 3,056.74
Capital Family and Children Newborn, 3-11 Months 105,087 $ 287.53 $ 287.83 $ 305.74
Capital Family and Children Child, 1-20 Years 1,933,362 § 191.06 $ 19127 $ 204.60
Capital Family and Children Adult, 21+ Years 307,571 § 42516 $ 42560 $ 453.94
Capital Foster Care Children Foster Care, All Ages Male & Female 42,450 $ 539.17 $ 539.80 $ 581.10
Capital Breast and Cervical Cancer BCC, All Ages Female 1,783 $ 2,293.44 $ 2,295.84  $ 2,433.22
Capital LaCHIP Affordable Plan All Ages 12,199 § 219.62 $ 219.86 $ 234.40
Capital HCBS Waiver 20 & Under, Male and Female 1,341 $ 1,931.53  $ 1,933.64 $ 2,058.41
Capital HCBS Waiver 21+ Years, Male and Female 3,746 $ 1,511.36  $ 1,513.01 $ 1,618.83
Capital Chisholm Class Members Chisholm, All Ages Male & Female 7,752 $ 1,390.04 $ 1,391.63 $ 1,471.72
Capital SBH - Chisholm Class Members SBH - Chisholm, All Ages Male & Female 11,032 $ 266.57 $ 266.57 $ 281.44
Capital SBH - Duals & LaHIPP (Duals) SBH - Dual Eligible & LaHIPP, All Ages (Duals) 267,983 § 2692 $ 2692 $ 29.27
Capital SBH - HCBS Waiver SBH - 20 & Under, Male and Female 5736 $ 163.37 $ 163.37 | $ 168.68
Capital SBH - HCBS Waiver SBH - 21+ Years, Male and Female 10,602 $ 68.61 $ 68.61 $ 74.35
Capital SBH - Other SBH - Other, All Ages 10,092 §$ 175.19 | § 175.19  $ 186.98
Capital Maternity Kickpayment Maternity Kickpayment, All Ages 6,319 $ 11,221.64  $ 11,221.64  $ 11,780.75
Capital Maternity Kickpayment - Early Elective Delivery Early Elective Delivery 18 4,695.48 $ 4,695.48  $ 4,805.53
Capital Medicaid Expansion SBH - Dual Eligible, All Ages 3,378 $ 2692 $ 26.92 $ 29.27
Capital Medicaid Expansion SBH - Other 224 $ 17519 $ 175.19 $ 186.98
Capital Medicaid Expansion SBH - CCM, All Ages 147 $ 266.57 $ 266.57  $ 281.44
Capital Medicaid Expansion - Maternity Kick Payment  Maternity Kick Payment 2732 $ 11,221.64 $ 11,221.64 $ 11,780.75
Capital Medicaid Expansion - EED Kick Payment EED Kick Payment 1% 469548 $ 4,695.48 | $ 4,805.53
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Appendix A: Healthy Louisiana Capitation Rate Range

Projected Member Lower Bound PMPM or | Final PMPM or Cost per | Upper Bound PMPM or

Rate Cell Description

Region Description

Category of Aid Description

Months/Deliveries Cost per Delivery Delivery U Cost per Delivery

South Central Ssi Newborn, 0-2 Months 131 § 29,366.78 $ 29,393.75 $ 31,180.49
South Central Ssi Newborn, 3-11 Months 1475 § 5,703.64 $ 5,709.09 $ 6,065.94
South Central Ssi Child, 1-20 Years 100,145 § 74256 $ 74341 $ 793.71
South Central Ssi Adult, 21+ Years 227,976 $ 1,323.26 $ 1,32465 $ 1,412.89
South Central Family and Children Newborn, 0-2 Months 34,171 § 3,094.31 $ 3,097.21 $ 3,299.08
South Central Family and Children Newborn, 3-11 Months 112,644 $ 29578 $ 296.09 $ 315.03
South Central Family and Children Child, 1-20 Years 2,139,679 $ 185.94 $ 186.15 $ 199.31
South Central Family and Children Adult, 21+ Years 337,789 | § 388.68 $ 389.09 $ 415.06
South Central Foster Care Children Foster Care, All Ages Male & Female 51,106 $ 537.95 $ 538.58 $ 579.40
South Central Breast and Cervical Cancer BCC, All Ages Female 1,139 § 2,286.85 $ 2,289.24  § 2,426.29
South Central LaCHIP Affordable Plan All Ages 11,719 | § 22940 $ 22965 $ 24417
South Central HCBS Waiver 20 & Under, Male and Female 1514 § 1,830.53 $ 1,832.51 § 1,951.94
South Central HCBS Waiver 21+ Years, Male and Female 4914 $ 1,499.92 $ 1,501.55  $ 1,606.04
South Central Chisholm Class Members Chisholm, All Ages Male & Female 9,671 $ 1,350.62 $ 1,352.16  $ 1,431.85
South Central SBH - Chisholm Class Members SBH - Chisholm, All Ages Male & Female 11,112 $ 280.70 $ 280.70 $ 296.05
South Central SBH - Duals & LaHIPP (Duals) SBH - Dual Eligible & LaHIPP, All Ages (Duals) 348,821 $ 2653 $ 26.53 $ 28.85
South Central SBH - HCBS Waiver SBH - 20 & Under, Male and Female 5313 § 66.94 $ 66.94 $ 71.35
South Central SBH - HCBS Waiver SBH - 21+ Years, Male and Female 11,363 $ 6861 $ 68.61 $ 74.34
South Central SBH - Other SBH - Other, All Ages 11,397 § 177.02 $ 177.02 $ 188.96
South Central Maternity Kickpayment Maternity Kickpayment, All Ages 6,823 $ 10,315.38  $ 10,315.38 | $ 10,859.48
South Central Maternity Kickpayment - Early Elective Delivery Early Elective Delivery 18 3,964.27 $ 3,964.27 $ 4,071.37
South Central Medicaid Expansion SBH - Dual Eligible, All Ages 4,092 $ 26.53 $ 26.53 $ 28.85
South Central Medicaid Expansion SBH - Other 171§ 177.02 $ 177.02 $ 188.96
South Central Medicaid Expansion SBH - CCM, All Ages 98 $ 280.70 $ 280.70  $ 296.05
South Central Medicaid Expansion - Maternity Kick Payment  Maternity Kick Payment 3,410 $ 10,315.38 $ 10,315.38  $ 10,859.48
South Central Medicaid Expansion - EED Kick Payment EED Kick Payment 19 3,964.27 $ 3,964.27  $ 4,071.37
North Ssi Newborn, 0-2 Months 131 § 29,187.75 $ 29,214.50 $ 30,984.47
North Ssi Newborn, 3-11 Months 1724 § 5,622.90 $ 5628.24 $ 5,977.53
North Ssi Child, 1-20 Years 112,513 | § 803.50 $ 804.42 $ 858.63
North Ssi Adult, 21+ Years 211,648 § 122152 $ 1,222.82 $ 1,305.56
North Family and Children Newborn, 0-2 Months 23,762 § 2,746.16 $ 2,748.64 $ 2,918.49
North Family and Children Newborn, 3-11 Months 81,600 $ 279.30 $ 27959 § 296.83
North Family and Children Child, 1-20 Years 1,621,048 § 206.33 $ 206.57 $ 221.66
North Family and Children Adult, 21+ Years 244224 § 37043 $ 370.83 $ 396.58
North Foster Care Children Foster Care, All Ages Male & Female 33,806 $ 565.15 $ 565.81 $ 607.97
North Breast and Cervical Cancer BCC, All Ages Female 1,396 | $ 2,280.88 $ 2,283.26 $ 2,419.74
North LaCHIP Affordable Plan All Ages 8,208 $ 21730 $ 21754 § 232.01
North HCBS Waiver 20 & Under, Male and Female 1,288 $ 1,876.63 $ 1,878.67 $ 1,998.27
North HCBS Waiver 21+ Years, Male and Female 3,958 $ 1,515.60 $ 1,517.25 $ 1,623.43
North Chisholm Class Members Chisholm, All Ages Male & Female 7,182 $ 1,377.41  $ 1,378.98 $ 1,459.55
North SBH - Chisholm Class Members SBH - Chisholm, All Ages Male & Female 9,155 $ 28156 $ 281.56 $ 297.37
North SBH - Duals & LaHIPP (Duals) SBH - Dual Eligible & LaHIPP, All Ages (Duals) 283,730 $ 3354 § 3354 $ 36.52
North SBH - HCBS Waiver SBH - 20 & Under, Male and Female 3,333 § 12377 $ 12377 $ 128.87
North SBH - HCBS Waiver SBH - 21+ Years, Male and Female 8,646 $ 69.82 $ 69.82 $ 75.66
North SBH - Other SBH - Other, All Ages 9,472 § 17621 § 17621 $ 187.88
North Maternity Kickpayment Maternity Kickpayment, All Ages 5077 $ 11,663.95 $ 11,563.95 $ 12,115.11
North Maternity Kickpayment - Early Elective Delivery Early Elective Delivery 18 513243 $ 513243 $ 5,240.92
North Medicaid Expansion SBH - Dual Eligible, All Ages 2,384 $ 3354 $ 3354 $ 36.52
North Medicaid Expansion SBH - Other 128 $ 17621 $ 17621 $ 187.88
North Medicaid Expansion SBH - CCM, All Ages 93 § 281.56 $ 281.56 $ 297.37
North Medicaid Expansion - Maternity Kick Payment  Maternity Kick Payment 2,831 $ 11,563.95 $ 11,563.95 $ 12,115.11
North Medicaid Expansion - EED Kick Payment EED Kick Payment 19 513243 $ 513243 $ 5,240.92
Notes:

1. Where applicable, final rates have been adjusted to account for the portion of contractual withholds that Mercer has determined to be reasonably attainable.
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Appendix B: Healthy Louisiana Eligibility Designation

Covered Populations

Aid Category e Adult/Child/All Voluntary
Description Type Case Description Opt-in SBH & NEMT
[ ]

CcCcMm* [ ]
Dual Eligibles** [J
ABD (Aged, Blind, and Disabled)
Acute Care Hospitals (LOS > 30 days) All Ages [ ]
ADHC (Adult Day Health Services Waiver) All Ages [ ]
BPL (Walker vs. Bayer) All Ages [ ]
Children's Waiver - Louisiana Children's Choice All Ages [ ]
Community Choice Waiver All Ages [ ]
Disability Medicaid All Ages [ ]
Disabled Adult Child All Ages [}
Disabled Widow/Widower (DW/W) All Ages [ ]
Early Widow/Widowers All Ages [ ]
Excess Home Equity Over SIL & NF Fee (Aged) Adult [ ]
Excess Home Equity Over SIL & NF Fee (Blind and Disabled) All Ages [ ]
Excess Home Equity SSI Under SIL (Aged) Adult [ ]
Excess Home Equity SSI Under SIL (Blind and Disabled) All Ages [ ]
Excess Home Equity SSI Under SIL-Reg LTC (Aged) Adult [ ]
Excess Home Equity SSI Under SIL-Reg LTC (Blind and Disabled) All Ages [ ]
Family Opportunity Program All Ages [ ]
Forced Benefits (Aged) Adult [ ]
Forced Benefits (Blind) All Ages [ ]
Former SSI All Ages [ ]
LaCHIP Phase IV: Non-Citizen Pregnant Women Expansion All Ages [ ]
LTC (Long Term Care) (Aged) Adult [ ]
LTC (Long Term Care) (Blind and Disabled) All Ages [ ]
LTC MNP/Transfer of Resources (Aged) Adult [ ]
LTC MNP/Transfer of Resources (Blind and Disabled) All Ages [ ]
LTC Payment Denial/Late Admission Packet (Aged) Adult [ ]
LTC Payment Denial/Late Admission Packet (Blind and Disabled) All Ages [ ]
LTC Spenddown MNP (Aged) Adult [ ]
LTC Spenddown MNP (Blind and Disabled) All Ages [ ]
Medicaid Buy-In Working Disabled (Medicaid Purchase Plan) All Ages [ ]
New Opportunities Waiver - SSI All Ages [ ]
New Opportunities Waiver Fund All Ages [ ]
New Opportunities Waiver, non-SSI| All Ages [ ]
PICKLE All Ages [}
Provisional Medicaid All Ages [ ]
Residential Options Waiver - NON-SSI All Ages [ ]
Residential Options Waiver - SSI| All Ages [ ]
Section 4913 Children All Ages [ ]
SGA Disabled W/W/DS All Ages [}
SSI (Supplemental Security Income) All Ages [ ]
SSI Children's Waiver - Louisiana Children's Choice All Ages [ ]
SSI Community Choice Waiver All Ages [ ]
SSI Conversion All Ages [ ]
SSI Conversion / Refugee Cash Assistance (RCA) / LIFC Basic All Ages [ ]
SSI New Opportunities Waiver Fund All Ages [ ]
SSI Payment Denial/Late Admission (Aged) Adult [ ]
SSI Payment Denial/Late Admission (Blind and Disabled) All Ages [ ]
SSI Private ICF/DD Transfer of Resources (Blind and Disabled) Child [ ]
SSI Public ICF/DD Transfer of Resources (Blind and Disabled) Child [ ]
SSI Transfer of Resource(s)/LTC (Aged) Adult [ ]
SSI Transfer of Resource(s)/LTC (Blind and Disabled) All Ages [ ]
SSI/ADHC All Ages [ ]
SSI/LTC (Aged) Adult )
SSI/LTC (Blind and Disabled) All Ages [ ]
SSl/Private ICF/DD (Blind) Child [ ]
SSI/Public ICF/DD (Blind) Child [ ]
Supports Waiver All Ages [ ]
Supports Waiver SSI All Ages [ ]
Transfer of Resource(s)/LTC (Aged) Adult [ ]
Transfer of Resource(s)/LTC (Blind and Disabled) All Ages [ ]
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Appendix B: Healthy Louisiana Eligibility Designation

Covered Populations

Aid Category e Adult/Child/All Voluntary
Description Type Case Description Opt-in SBH & NEMT

Families and Children
Breast and/or Cervical Cancer All Ages [ ]
CHAMP Child All Ages [}
CHAMP Pregnant Woman (to 133% of FPIG) All Ages [ ]
CHAMP Pregnant Woman Expansion (to 185% FPIG) All Ages [ ]
Deemed Eligible All Ages [ ]
ELE - Food Stamps (Express Lane Eligibility-Food Stamps) All Ages [ ]
Forced Benefits All Ages [ ]
Former Foster Care children All Ages [ ]
LaCHIP Affordable Plan All Ages [ ]
LACHIP Phase 1 All Ages [ ]
LACHIP Phase 2 All Ages [ ]
LACHIP Phase 3 All Ages [ ]
LaCHIP Phase IV: Non-Citizen Pregnant Women Expansion All Ages [ ]
LIFC Basic All Ages [ ]
LTC (Long Term Care) All Ages [ ]
LTC Spenddown MNP All Ages [ ]
PAP - Prohibited AFDC Provisions All Ages [ ]
Pregnant women with income greater than 118% of FPL and less than or equal to 133% of FPL All Ages [ ]
Public ICF/DD Child [ ]
Regular MNP (Medically Needy Program) All Ages [ ]
Transitional Medicaid All Ages [ ]
Youth Aging Out of Foster Care (Chaffee Option) All Ages o
LIFC
Grant Review/Child Support Continuance All Ages [ ]
LIFC - Unemployed Parent / CHAMP All Ages [ ]
LIFC Basic All Ages [ ]
Transitional Medicaid All Ages o
Medicaid Expansion
Adult Group All Ages [ ]
Adult Group - High Need All Ages ®
Non Traditional
CSOC All Ages ]
0OCS/OYD
CHAMP Child All Ages ]
CHAMP Pregnant Woman (to 133% of FPIG) All Ages [ ]
CHAMP Pregnant Woman Expansion (to 185% FPIG) All Ages [ ]
Children's Waiver - Louisiana Children's Choice All Ages [ ]
Forced Benefits Child [
Former SSI All Ages [ ]
Foster Care IV-E - Suspended SSI All Ages [ ]
IV-E Foster Care All Ages [ ]
LACHIP Phase 1 All Ages [ ]
LTC (Long Term Care) All Ages [ ]
LTC (Long Term Care) Child [ ]
New Opportunities Waiver - SSI All Ages [ ]
New Opportunities Waiver Fund All Ages [ ]
New Opportunities Waiver, non-SSI| All Ages [ ]
OYD - V Category Child All Ages [ ]
Private ICF/DD Child [ ]
Public ICF/DD Child [ ]
Regular Foster Care Child All Ages [ ]
Regular Foster Care Child - MNP All Ages [ ]
Residential Options Waiver - NON-SSI All Ages [ ]
Residential Options Waiver - SSI All Ages [ ]
SSI (Supplemental Security Income) All Ages [ ]
SSI Children's Waiver - Louisiana Children's Choice All Ages [ ]
SSI New Opportunities Waiver Fund All Ages [ ]
SSILTC All Ages [ ]
SSILTC Child [ ]
SSl/Private ICF/DD Child [ ]
SSI/Public ICF/DD Child [ ]
YAP (Young Adult Program) (OCS/OYD (XIX)) All Ages [ ]
YAP/OYD All Ages [ J
Presumptive Eligible
Adult Group All Ages [ ]
HPE B/CC All Ages [ J
HPE CHAMP All Ages [}
HPE Children under age 19 All Ages [ J
HPE Former Foster Care All Ages [}
HPE LaCHIP All Ages [ J
HPE LaCHIP Unborn All Ages [}
HPE Parent/Caretaker Relative All Ages [ ]
HPE Pregnant Woman All Ages [ J
TB
Tuberculosis (TB) All Ages [

* Individuals under the age of 21 otherwise eligible for Medicaid who are listed on the OCDD’s Request for Services Registry who are CCM.

** Dual eligibles included in Healthy Louisiana for SBH and NEMT services must be in a mandatory, voluntary opt-in or SBH and NEMT population listed above in Attachment C. They must also be
eligible for Medicare, which is identified based on the Medicare Duals Eligibility table supplied by the State’s fiscal agent. Dually eligible individuals are represented by Dual Status code 02, 04, and
08.
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Appendix B: Healthy Louisiana Eligibility Designation

Excluded Popul

Aid Category I Adult/Child/All
Description Type Case Description Ages

ABD (Aged, Blind, and Disabled)
DD Waiver All Ages
Denied SSI Prior Period All Ages
Disabled Adults authorized for special hurricane Katrina assistance All Ages
EDA Waiver All Ages
Excess Home Equity Over SIL & NF Fee (Aged) Child
Excess Home Equity SSI Under SIL (Aged) Child
Excess Home Equity SSI Under SIL-Reg LTC (Aged) Child
Forced Benefits (Aged) Child
Forced Benefits (Disabled) All Ages
llegal/Ineligible Aliens Emergency Services All Ages
LBHP - Adult 1915(i) All Ages
LTC (Long Term Care) (Aged) Child
LTC Co-Insurance All Ages
LTC MNP/Transfer of Resources (Aged) Child
LTC Payment Denial/Late Admission Packet (Aged) Child
LTC Spenddown MNP (Aged) Child
LTC Spenddown MNP (Income > Facility Fee) All Ages
PACE SSI All Ages
PACE SSl-related All Ages
PCA Waiver All Ages
Private ICF/DD (Aged and Disabled) All Ages
Private ICF/DD (Blind) Adult
Private ICF/DD MNP Transfer of Resources (Blind and Disabled) Adult
Private ICF/DD Spendown Medically Needy Program (Aged and Disabled) All Ages
Private ICF/DD Spendown Medically Needy Program (Blind) Adult
Private ICF/DD Spendown MNP/Income Over Facility Fee All Ages
Private ICF/DD Transfer of Resources (Blind and Disabled) Adult
Public ICF/DD (Aged and Disabled) All Ages
Public ICF/DD (Blind) Adult
Public ICF/DD MNP Transfer of Resources (Blind and Disabled) Adult
Public ICF/DD Spenddown MNP All Ages
Public ICF/DD Spendown Medically Needy Program (Blind and Disabled) Adult
Public ICF/DD Spendown MNP/Income Over Facility Fee All Ages
Public ICF/DD Transfer of Resources (Blind and Disabled) Adult
QI-1 (Qualified Individual - 1) All Ages
QI-2 (Qualified Individual - 2) (Program terminated 12/31/2002) All Ages
SLMB (Specified Low-Income Medicare Beneficiary) All Ages
Spenddown MNP All Ages
Spendown Denial of Payment/Late Packet (Aged and Disabled) All Ages
Spendown Denial of Payment/Late Packet (Blind) Adult
SSI DD Waiver All Ages
SSI Payment Denial/Late Admission (Aged) Child
SSI PCA Waiver All Ages
SSI Private ICF/DD Transfer of Resources (Blind and Disabled) Adult
SSI Public ICF/DD Transfer of Resources (Blind and Disabled) Adult
SSI Transfer of Resource(s)/LTC (Aged) Child
SSI/EDA Waiver All Ages
SSI/ILTC (Aged) Child
SSl/Private ICF/DD (Aged and Disabled) All Ages
SS|/Private ICF/DD (Blind) Adult
SSI/Public ICF/DD (Aged and Disabled) All Ages
SS|/Public ICF/DD (Blind) Adult
Terminated SS| Prior Period All Ages
Transfer of Resource(s)/LTC (Aged) Child
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Appendix B: Healthy Louisiana Eligibility Designation

Excluded Populations

Aid Category i Adult/Child/All
Description Type Case Description o

Families and Children
DD Waiver All Ages
Grant Review All Ages
llegal/Ineligible Aliens Emergency Services All Ages
LBHP - Adult 1915(j) All Ages
Public ICF/DD Adult
Spenddown MNP All Ages
Family Planning
Take Charge Plus All Ages
GNOCHC All Ages
Hurricane Evacuees All Ages
Med Asst/Appeal
Community Choice Waiver All Ages
LTC (Long Term Care) All Ages
PCA Waiver All Ages
Regular MNP (Medically Needy Program) All Ages
State Retirees All Ages
Non Traditional
Family Planning, New eligibility / Non LaMOMS All Ages
Family Planning, Previous LaMOMS eligibility All Ages
0OCS/0OYD
DD Waiver All Ages
Forced Benefits Adult
LTC (Long Term Care) Adult
OCS Child Under Age 18 (State Funded) All Ages
QYD (Office of Youth Development) All Ages
Private ICF/DD Adult
Public ICF/DD Adult
SSI DD Waiver All Ages
SSILTC Adult
SSl/Private ICF/DD Adult
SS|I/Public ICF/DD Adult
YAP (Young Adult Program) (OCS/OYD Child) All Ages
Presumptive Eligible
HPE Family Planning All Ages
HPE Take Charge Plus All Ages
QMB All Ages
Refugee Asst
Forced Benefits All Ages
Regular MNP (Medically Needy Program) All Ages
SSI Conversion / Refugee Cash Assistance (RCA) / LIFC Basic All Ages
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Appendix C: Healthy Louisiana Covered Services

Table 1: PH and Expansion Programs

Medicaid Category of Service V] of Measurement IBNR Category Mapping

Inpatient Hospital Days Inpatient

Outpatient Hospital Claims Outpatient

Primary Care Physician Visits Physician and Other
Specialty Care Physician Visits Physician and Other
Federally Qualified Health Center/Rural Health Clinic Visits Physician and Other
EPSDT Visits Physician and Other
Certified Nurse Practitioners/Clinical Nurse Claims Physician and Other
Lab/Radiology Units Physician and Other
Home Health Visits Physician and Other
Emergency Transportation Units Transportation and SBH
NEMT Units Transportation and SBH
Rehabilitation Services (Occupational Therapy, Physical Therapy, Speech Therapy) Visits Physician and Other
DME Units Physician and Other
Clinic Claims Physician and Other
Family Planning Visits Physician and Other
Other Units Physician and Other
Prescribed Drugs Scripts Prescribed Drugs
Emergency Room Visits Outpatient

Basic Behavioral Health Claims Physician and Other
Hospice* Admits Inpatient

Personal Care Services (Age 0-20) Units Physician and Other
Inpatient Services — Mental Health Days Transportation and SBH
Emergency Room — Mental Health Visits Transportation and SBH
Professional/Other — Mental Health Units Transportation and SBH

Table 2: SBH Program

Medicaid Category of Service IBNR Category Mapping

Inpatient Services — Mental Health Days Transportation and SBH
Emergency Room — Mental Health Visits Transportation and SBH
Professional/Other — Mental Health Units Transportation and SBH
NEMT Units Transportation and SBH

& MERCER
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APPENDIX D: FAMILY PLANNING ADDENDUM

The Louisiana Department of Health (LDH) has contracted with Mercer Government Human Services
Consulting (Mercer) to develop actuarially sound capitation rate ranges for the State of Louisiana’s Healthy
Louisiana program for the period of January 1, 2019 through December 31, 2019. As part of this work,
Mercer was asked to develop the family planning component of the capitation rates using the same data
that was used to develop the capitation rate ranges. Appendix D presents an overview of the analyses and
methodology used in Mercer’s family planning rate development for the purpose of satisfying the
requirements of the Centers for Medicare & Medicaid Services (CMS), in order for LDH to receive the
90.0% federal match for eligible family planning services. This addendum should be read in conjunction
with the rate certification letter.

BASE DATA

The capitation rates were developed using the medical expenses incurred from October 1, 2015 through
September 30, 2017 with runout through March 2018, as reported through the Medicaid Management
Information Systems (MMIS). All family planning services were assigned to the appropriate rate cells
(RCs). Please see the rate certification letter for more details.

METHODOLOGY FOR IDENTIFYING FAMILY PLANNING SERVICES
Using data from the State’s MMIS, a multi-step process was followed to measure the amount of family
planning for the calendar year, region, and rate tier. Each of these steps is described below.

1. Family Planning Service Identification

Family planning can be identified through procedure codes that are specifically indicative of a family
planning service. Tables 1 and 2 contain the lists of procedure codes that were used to identify family
planning services, solely on a procedure code match basis. Table 1 contains sterilization services and
Table 2 contains contraception services.

TABLE 1: STERILIZATION SERVICES ALWAYS REIMBURSABLE AT THE
90.0% FEDERAL MATCH RATE

00851 55250
00921 55450
58565
58600
58605

MARSH & MCLENNAN
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58611
58615
58670
58671

TABLE 2: CONTRACEPTION SERVICES ALWAYS REIMBURSABLE AT THE
90.0% FEDERAL MATCH RATE

11975 A4267 (condoms)
11976
11977
57170
58300
58301
A4261
A4266
A4268
A4269
H1010
J7304
J1055
J1056
J7300
J7302
J7303
J7306
J7307
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S4989
S$4993

Family planning can also be identified with other procedure codes if the family planning service can be
confirmed through the use of contraceptive management diagnosis codes in the V25 series and Z30
series for ICD-9 and ICD-10, respectively. Table 3 contains the list of procedure codes that require a
V25 series and Z30 series diagnosis code to be present in order to classify a service as family
planning.

TABLE 3: PROCEDURE CODES THAT REQUIRE A V25 SERIES
(ICD-9) OR Z30 SERIES (ICD-10) DIAGNOSES CODE

CPT/HCPCS CODES THAT MAY OR MAY NOT REPRESENT
CONTRACEPTION/STERILIZATION FAMILY PLANNING SERVICES

00952 76880 99058 99238 99360 A9900 T1023
11981 76977 99070 99239 99371 E1399
11982 77078 99071 99241 99372 J1885
11983 77079 99080 99242 99373 G0101
36415 77080 99144 99243 99383 G0123
36416 77081 99145 99244 99384 G0141
57800 77082 99201 99245 99385 HO0034
58100 77083 99202 99251 99386 J3490*
58340 * 99203 99252 99393 P3000
58345 88300 99204 99253 99394 P3001
62311 88302 99205 99254 99395 Q0091
62319 89310 99211 99255 99396 Q0111
64435 89321 99212 99261 99401 Q0112
72190 96372 99213 99262 99402 Q3014
74000 99000 99214 99263 99403 S0610
74010 99001 99215 99271 99404 S0612

74740 99002 99221 99272 99411 S9445
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CPT/HCPCS CODES THAT MAY OR MAY NOT REPRESENT
CONTRACEPTION/STERILIZATION FAMILY PLANNING SERVICES

74742 99024 99222 99273 99412 S9446
76830 99050 99223 99274 99420 T1001
76831 99052 99231 99275 99429 T1002
76856 99054 99232 99281 A4550 T1013
76857 99056 99233 99282 A4931 T1015

* Also included: 80047-88189 (except 82143)
** Used to indicate SubQ Depro Provera

Professional service claims were classified as family planning if the service contained a procedure
code from Table 1 or Table 2, or a procedure code from Table 3 accompanied by a V25 (ICD-9) or Z30
(ICD-10) diagnosis code in either the primary or the secondary position.

2. Identification of Family Planning Prescription Drug Claims

In identifying eligible family planning claims from prescription drug data, Mercer identified all drug
claims containing one of the HIC3 codes listed in Table 4. These codes have been determined by
Mercer’'s pharmacy team to represent those drugs eligible for the enhanced federal match rate.

TABLE 4: DRUGS ELIGIBLE FOR THE ENHANCED FEDERAL MATCH RATE

HIC3 HIC3 DESCRIPTION

G8A Contraceptives, oral

G8B Contraceptives, implantable

G8C Contraceptives, injectable

G8D Abortifacient, progesterone receptor, antagonist type
G8F Contraceptives, transdermal

G9A Contraceptives, intravaginal

G9B Contraceptives, intravaginal, systemic

X1A Condoms

X1B Diaphragms/cervical cap

X1C Intrauterine devices
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PROCESS OF DEVELOPING FAMILY PLANNING PORTION OF RATE
The methodology used to develop the percentage of the capitation rates attributable to family planning
consisted of the following steps:

Pull encounter and fee-for-service (FFS) data for the family planning services by region, category of
aid (COA), RC, and category of service (COS) based on the logic detailed in the above section.

Summarize the per member per month (PMPM) values for all family planning services at the region,
COA, RC, and COS level.

Develop projected rate year (RY) 2019 family planning service PMPMs by applying appropriate
program change adjustments and trend factors to the family planning service base data PMPMs.

Develop projected RY 2019 family planning service Full Medicaid Pricing (FMP) PMPM add-on by
calculating a base FMP PMPM add-on and applying appropriate program change adjustments and
trend factors.

Summarize total projected RY 2019 family planning PMPMs by adding together the claims cost and
FMP add-on PMPMs at the region, COA, and RC level.

Calculate the percentage of the capitation rates attributable to family planning services by dividing the
family planning service projected PMPM by the capitation rate PMPM at the region, COA, and RC
level.

Base Data

As stated earlier, Mercer used medical expense data incurred from October 1, 2015 through
September 30, 2017 processed through March 2018. The data selected for the family planning PMPM
calculations follows the criteria outlined in the above section.

Consistent with RY 2019 Healthy Louisiana rate development, the following adjustments are reflected in
the family planning base data:

Provision for incurred but not reported (IBNR) claims

Financial adjustments to encounter data for under-reporting

Program Changes

Program change adjustments recognize the impact of benefit or eligibility changes occurring during or after
the base data period. CMS requires the rate setting methodology used to determine actuarially sound rates
incorporates the results of any programmatic changes that have taken place, or are anticipated to take
place, between the start of the base period and the conclusion of the contract period. Mercer reviewed the
program change adjustments applied in RY 2019 Healthy Louisiana rate setting and determined the
following applied to family planning base data:
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* Inpatient Hospital fee schedule changes
*  Outpatient Hospital fee schedule changes

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 expenses of providing services in a future period. Using
historical plan experience, industry trends, and consideration for commercial health care trends, Mercer
developed trend ranges to project the base data to the RY 2019 contract period. The trends applied in the
development of family planning PMPMs are consistent with those applied to the populations in RY 2019
Healthy Louisiana rate development.

The annual PMPM trend for all family planning services was 2.8%.

Mercer reviewed the population and benefit packages and determined that no adjustments outside of those
mentioned above were required for family planning services.

FMP

Mercer calculated the FMP add-on for eligible Inpatient hospital, Outpatient hospital, Ambulance, and
Physician services that satisfy the family planning service logic. We then applied provisions for IBNR
claims and financial adjustments to encounter data for under-reporting. We trended these dollars to the RY
2019 contract period using the trends applied in the RY 2019 Healthy Louisiana rate development. For full
detail on the FMP calculation, please refer to the RY 2019 Healthy Louisiana rate certification.

Development of the Percentage of the Capitation Rates Attributable to Family Planning

The projected family planning claims cost and FMP add-on PMPMs were added together to produce the
total family planning PMPM LDH could claim at the enhanced rate. This total projected family planning
PMPM was divided by the RY 2019 capitation rate to determine the percent of the capitation rate
attributable to family planning. The calculation was performed at the region, COA, and RC level.

Attachment A within this addendum displays the percent of the capitation rates that are attributable to
family planning services. These percentages should be applied directly to capitation rates to determine the
family planning amount. The resulting family planning amount does not include load for premium tax,
administration, or underwriting gain.

Note that the family planning component of the Healthy Louisiana Expansion rates was not calculated due
to the fact that Expansion population is already at a Federal medical assistance percentage rate greater
than 90.0%.

Limitations and Considerations

In preparing these calculations, Mercer has used and relied upon enroliment, FFS claims, encounter data,
and other information supplied by LDH and its fiscal intermediary. LDH and its fiscal intermediary are
responsible for the validity and completeness of the data supplied. We have reviewed that data and
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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 the attached exhibits may need to be revised accordingly. Use of this information for any
purposes beyond that stated may not be appropriate.



Attachment A: Family Planning Rate Summary

Appendix D: Family Planning Addendum

Region Description

Category of Aid Description

Rate Cell Description

Family Planning %

Gulf SSI 0 - 2 Months 0.00%
Gulf SSli 3 - 11 Months 0.00%
Gulf SSI Child 1 - 20 Years 0.23%
Gulf SSI Adult 21+ Years 0.10%
Gulf Family & Children 0 - 2 Months 0.00%
Gulf Family & Children 3 - 11 Months 0.00%
Gulf Family & Children Child 1 - 20 Years 0.70%
Gulf Family & Children Adult 21+ Years 2.96%
Gulf Foster Care Children All Ages Male & Female 0.40%
Gulf BCC BCC, All Ages 0.06%
Gulf LAP LAP, All Ages 0.59%
Gulf HCBS Child 1 - 20 Years 0.17%
Gulf HCBS Adult 21+ Years 0.22%
Gulf CCM CCM, All Ages 0.06%
Gulf SBH - CCM SBH - CCM, All Ages 0.00%
Gulf SBH - Duals SBH - Dual Eligible, All Ages 0.00%
Gulf SBH - LaHIPP SBH - LaHIPP, All Ages 0.00%
Gulf SBH - HCBS Child 1 - 20 Years 0.00%
Gulf SBH - HCBS Adult 21+ Years 0.00%
Gulf SBH - Other SBH - All Ages 0.00%
Gulf Maternity Kick Payment Maternity Kick Payment 0.34%
Gulf EED Kick Payment EED Kick Payment 0.68%
Capital SSi 0 - 2 Months 0.00%
Capital SSi 3 - 11 Months 0.00%
Capital SSi Child 1 - 20 Years 0.19%
Capital SSi Adult 21+ Years 0.09%
Capital Family & Children 0 - 2 Months 0.00%
Capital Family & Children 3 - 11 Months 0.00%
Capital Family & Children Child 1 - 20 Years 0.68%
Capital Family & Children Adult 21+ Years 2.82%
Capital Foster Care Children All Ages Male & Female 0.40%
Capital BCC BCC, All Ages 0.06%
Capital LAP LAP, All Ages 0.60%
Capital HCBS Child 1 - 20 Years 0.16%
Capital HCBS Adult 21+ Years 0.22%
Capital CCM CCM, All Ages 0.07%
Capital SBH - CCM SBH - CCM, All Ages 0.00%
Capital SBH - Duals SBH - Dual Eligible, All Ages 0.00%
Capital SBH - LaHIPP SBH - LaHIPP, All Ages 0.00%
Capital SBH - HCBS Child 1 - 20 Years 0.00%
Capital SBH - HCBS Adult 21+ Years 0.00%
Capital SBH - Other SBH - All Ages 0.00%
Capital Maternity Kick Payment Maternity Kick Payment 0.22%
Capital EED Kick Payment EED Kick Payment 0.52%
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Region Description

Category of Aid Description

Rate Cell Description

Family Planning %

South Central SSI 0 - 2 Months 0.00%
South Central SSI 3 - 11 Months 0.00%
South Central SSI Child 1 - 20 Years 0.20%
South Central SSI Adult 21+ Years 0.10%
South Central Family & Children 0 - 2 Months 0.00%
South Central Family & Children 3 - 11 Months 0.00%
South Central Family & Children Child 1 - 20 Years 0.77%
South Central Family & Children Adult 21+ Years 2.63%
South Central Foster Care Children All Ages Male & Female 0.40%
South Central BCC BCC, All Ages 0.06%
South Central LAP LAP, All Ages 0.58%
South Central HCBS Child 1 - 20 Years 0.17%
South Central HCBS Adult 21+ Years 0.22%
South Central CCM CCM, All Ages 0.07%
South Central SBH - CCM SBH - CCM, All Ages 0.00%
South Central SBH - Duals SBH - Dual Eligible, All Ages 0.00%
South Central SBH - LaHIPP SBH - LaHIPP, All Ages 0.00%
South Central SBH - HCBS Child 1 - 20 Years 0.00%
South Central SBH - HCBS Adult 21+ Years 0.00%
South Central SBH - Other SBH - All Ages 0.00%
South Central Maternity Kick Payment Maternity Kick Payment 0.19%
South Central EED Kick Payment EED Kick Payment 0.49%
North SSi 0 - 2 Months 0.00%
North SSi 3 - 11 Months 0.00%
North SSi Child 1 - 20 Years 0.24%
North SSi Adult 21+ Years 0.13%
North Family & Children 0 - 2 Months 0.00%
North Family & Children 3 - 11 Months 0.00%
North Family & Children Child 1 - 20 Years 0.77%
North Family & Children Adult 21+ Years 3.02%
North Foster Care Children All Ages Male & Female 0.38%
North BCC BCC, All Ages 0.06%
North LAP LAP, All Ages 0.61%
North HCBS Child 1 - 20 Years 0.16%
North HCBS Adult 21+ Years 0.22%
North CCM CCM, All Ages 0.07%
North SBH - CCM SBH - CCM, All Ages 0.00%
North SBH - Duals SBH - Dual Eligible, All Ages 0.00%
North SBH - LaHIPP SBH - LaHIPP, All Ages 0.00%
North SBH - HCBS Child 1 - 20 Years 0.00%
North SBH - HCBS Adult 21+ Years 0.00%
North SBH - Other SBH - All Ages 0.00%
North Maternity Kick Payment Maternity Kick Payment 0.36%
North EED Kick Payment EED Kick Payment 0.81%
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APPENDIX E: PREVENTIVE SERVICES
ADDENDUM

The Louisiana Department of Health (LDH) has contracted with Mercer Government Human Services
Consulting (Mercer) to develop actuarially sound capitation rate ranges for the State of Louisiana’s Healthy
Louisiana program for the period of January 1, 2019 through December 31, 2019. As part of this work,
Mercer was asked to develop the preventive services component of the capitation rates using the same
data that was used to develop the capitation rate ranges. Authorized by Section 4106 of the Patient
Protection and Affordable Care Act of 2010 (Pub. L. 111-152), clinical preventive services recommended
with a grade of A or B by the United States Preventive Services Task Force (USPSTF) and adult
immunizations recommended by the Advisory Committee on Immunization Practices will receive a one
percentage point increase in their Federal Medical Assistance Percentage (FMAP) for those services. This
Appendix presents an overview of the analyses and methodology used in Mercer’s preventive services rate
development for the purpose of satisfying the requirements of the Centers for Medicare & Medicaid
Services (CMS), in order for LDH to receive the +1.0% Federal match for eligible preventive services. This
addendum should be read in conjunction with the rate certification letter.

BASE DATA

The capitation rates were developed using the medical expenses incurred during October 1, 2015 through
September 30, 2017 with runout through March 2018, as reported through the Medicaid Management
Information Systems (MMIS). All preventive services were assigned to the appropriate rate cells. Please
see the rate certification letter for more details.

METHODOLOGY FOR IDENTIFYING PREVENTIVE SERVICES
Using data from the State’s MMIS, a multi-step process was followed to measure the amount of preventive
services for the calendar year, region, and rate tier. Each of these steps is described below.

1. Grades A and B Preventive Services ldentification

Preventive services can be identified through the list of recommended services by the USPSTF.
Mercer and LDH cooperated in identifying corresponding criteria for each service listed by the
USPSTF. Attachment A contains the list of these services and agreed upon criteria that were used to
identify preventive services based on a procedure code, diagnosis code, age, and gender criteria
match basis.

2. Adult Immunization Preventive Services Identification
According to the USPSTF, immunizations for adults (aged 19 and above) and the administration of

those immunizations are eligible for the additional 1.0% Federal match. In identifying eligible
preventive services claims from the data, Mercer identified procedure codes related to immunizations

MARSH & MCLENNAN
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listed by the USPSTF. Table 1 shows the procedure codes determined by Mercer’s clinical team to
identify those immunizations eligible for the enhanced federal match rate.

The administration costs of the immunizations are not directly linked to the procedure codes in Table 1.
Therefore, the administration costs were estimated using the units administered, Louisiana’s Medicaid
Fee schedule, and the weighted average of the administration procedure codes utilized for people
aged 19 and above. Administration procedure codes used include the following: 90471, 90472, 90473,
and 90474.

TABLE 1: PROCEDURE CODES IDENTIFYING ELIGIBLE IMMUNIZATIONS
CPT/HCPCS CODES FOR ELIGIBLE

IMMUNIZATIONS

90645 90748 90661 90688 90718
90646 90649 90662 90707 90716
90647 90650 90663 90620 90736
90648 90651 90664 90621

90632 90630 90666 90733

90739 90653 90667 90734

90740 90654 90668 90670

90746 90656 90672 90732

90747 90658 90673 90714

90636 90660 90686 90715

Process of Developing Preventive Services Portion of Rate
At a high level, the methodology used to develop the percentage of the capitation rates attributable to
preventive services consisted of the following steps:

Pull encounter and fee-for-service (FFS) data for each preventive service separately by region,
category of aid (COA), rate cell (RC), and category of service (COS) based on logic detailed in the
above section.

Using these dollars, summarize the per member per month (PMPM) values for all preventive services
in aggregate at the region, COA, RC, and COS level.

Develop projected rate year (RY) 2019 preventive services PMPMs by applying appropriate program
change adjustments and trend factors to the preventive services base data PMPMs.
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» Develop projected RY 2019 preventive services Full Medicaid Pricing (FMP) PMPM add-on by
calculating a base FMP PMPM add-on and applying appropriate program change adjustments and
trend factors.

»  Summarize total projected RY 2019 preventive services PMPMs by adding together the claims cost
and FMP add-on PMPMs at the region, COA, and RC level.

« Calculate the percentage of the capitation rates attributable to preventive services by dividing the
preventive services projected PMPM by the capitation rate PMPMs at the region, COA, and RC level.

Base Data

As stated earlier, Mercer used expense data incurred from October 1, 2015 through September 30, 2017
processed through March 2018. The data selected for the preventive service PMPM calculations satisfied
the criteria detailed in the above section.

Since the additional 1% FMAP does not apply to Title XXI enrollees, Mercer removed preventive services
expenses associated with these members from our preventive services base data.

Consistent with RY 2019 Healthy Louisiana rate development, the following adjustments are reflected in
the base data:

*  Provision for incurred but not reported claims
* Financial adjustments to encounter data for under-reporting

Program Changes

Program change adjustments recognize the impact of benefit or eligibility changes occurring during and
after the base data period. Centers for Medicare & Medicaid Services (CMS) requires the rate-setting
methodology used to determine actuarially sound rates incorporates the results of any programmatic
changes that have taken place, or are anticipated to take place, between the start of the base period and
the conclusion of the contract period. Mercer reviewed the program change adjustments applied in

RY 2019 Healthy Louisiana rate setting and determined the following applied to the preventive services
base:

* Inpatient Hospital fee schedule changes
*  Outpatient Hospital fee schedule changes
These adjustments were applied to be consistent with the adjustments applied in RY 2019 Healthy

Louisiana rate setting. For a complete discussion of these program change adjustments, please refer to
the Healthy Louisiana RY 2019 rate certification letter.
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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 expenses of providing services in a future period. Using
historical plan experience, industry trends, and consideration for commercial health care trends, Mercer
developed trend ranges to project the base data to the RY 2019 time period. The trends applied in the
development of preventive services PMPMs are consistent with those that were applied to the populations
in RY 2019 Healthy Louisiana rate development.

The annual PMPM trend for all services for the preventive services was 3.0%.

Mercer reviewed the population and benefit packages and determined that no adjustments outside of those
mentioned above were required for preventive services.

FMP

Mercer calculated FMP add-on for eligible Inpatient hospital, Outpatient hospital, Ambulance, and
Physician services that satisfy the preventive service logic. We then applied provisions for IBNR claims
and financial adjustments to encounter data for under-reporting. We trended these dollars to the RY 2019
time period using the trends applied in the RY 2019 Healthy Louisiana rate development. For full detail on
the FMP calculation, please refer to the RY 2019 Healthy Louisiana rate certification.

Development of the Percentage of the Capitation Rates Attributable to Preventive Services

The projected preventives services claims cost and FMP add-on PMPMs were added together to generate
the total preventive services PMPM LDH could claim at the enhanced rate. This total projected preventive

services PMPM was divided by the RY 2019 capitation rate to determine the percent of the capitation rate

attributable to preventive services. The calculation was performed at the region, COA, and RC level.

Attachment B within this addendum displays the percent of the capitation rates that are attributable to
preventive services. These percentages should be applied directly to capitation rates to determine the
preventive services amount. The resulting preventive services amount does not include load for premium
tax, administration, or underwriting gain.

Limitations and Considerations

In preparing these calculations, Mercer has used and relied upon enrollment, FFS claims, encounter data,
and other information supplied by LDH and its fiscal intermediary. LDH and its fiscal intermediary 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 it. In our opinion, it is
appropriate for the intended purposes. If the data and information are incomplete or inaccurate, the values
shown in the attached exhibits may need to be revised accordingly. Use of this information for any
purposes beyond that stated may not be appropriate.
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Attachment B: Preventive Services Rate Summary

Region Description

|Category of Aid Description

|Rate Cell Description

Appendix E

Preventive Services %

Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Gulf
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital
Capital

SSI

SSI

SSI

SSI

Family & Children
Family & Children
Family & Children
Family & Children
Foster Care Children
BCC

LAP

HCBS

HCBS

CCM

SBH - CCM

SBH - Duals

SBH - LaHIPP
SBH - HCBS

SBH - HCBS

SBH - Other
Maternity Kick Payment
EED Kick Payment
SSI

SSI

SSI

SSI

Family & Children
Family & Children
Family & Children
Family & Children
Foster Care Children
BCC

LAP

HCBS

HCBS

CCM

SBH - CCM

SBH - Duals

SBH - LaHIPP
SBH - HCBS

SBH - HCBS

SBH - Other
Maternity Kick Payment
EED Kick Payment

®& MERCER

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

All Ages Male & Female
BCC, All Ages

LAP, All Ages

Child 1 - 20 Years
Adult 21+ Years

CCM, All Ages

SBH - CCM, All Ages
SBH - Dual Eligible, All Ages
SBH - LaHIPP, All Ages
Child 1 - 20 Years
Adult 21+ Years

SBH - All Ages
Maternity Kick Payment
EED Kick Payment

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

All Ages Male & Female
BCC, All Ages

LAP, All Ages

Child 1 - 20 Years
Adult 21+ Years

CCM, All Ages

SBH - CCM, All Ages
SBH - Dual Eligible, All Ages
SBH - LaHIPP, All Ages
Child 1 - 20 Years
Adult 21+ Years

SBH - All Ages
Maternity Kick Payment
EED Kick Payment

0.04%
0.00%
0.10%
0.56%
0.63%
0.04%
0.21%
1.31%
0.16%
0.78%
0.00%
0.03%
0.28%
0.02%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.91%
1.80%
0.04%
0.00%
0.07%
0.54%
0.39%
0.06%
0.20%
1.12%
0.16%
0.78%
0.00%
0.02%
0.28%
0.02%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
1.24%
2.96%



Attachment B: Preventive Services Rate Summary

Region Description

|Category of Aid Description

|Rate Cell Description

Appendix E

Preventive Services %

South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
South Central
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North
North

SSI

SSI

SSI

SSI

Family & Children
Family & Children
Family & Children
Family & Children
Foster Care Children
BCC

LAP

HCBS

HCBS

CCM

SBH - CCM

SBH - Duals

SBH - LaHIPP
SBH - HCBS

SBH - HCBS

SBH - Other
Maternity Kick Payment
EED Kick Payment
SSI

SSI

SSI

SSI

Family & Children
Family & Children
Family & Children
Family & Children
Foster Care Children
BCC

LAP

HCBS

HCBS

CCM

SBH - CCM

SBH - Duals

SBH - LaHIPP
SBH - HCBS

SBH - HCBS

SBH - Other
Maternity Kick Payment
EED Kick Payment

®& MERCER

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

All Ages Male & Female
BCC, All Ages

LAP, All Ages

Child 1 - 20 Years
Adult 21+ Years

CCM, All Ages

SBH - CCM, All Ages
SBH - Dual Eligible, All Ages
SBH - LaHIPP, All Ages
Child 1 - 20 Years
Adult 21+ Years

SBH - All Ages
Maternity Kick Payment
EED Kick Payment

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

0 - 2 Months

3 - 11 Months

Child 1 - 20 Years
Adult 21+ Years

All Ages Male & Female
BCC, All Ages

LAP, All Ages

Child 1 - 20 Years
Adult 21+ Years

CCM, All Ages

SBH - CCM, All Ages
SBH - Dual Eligible, All Ages
SBH - LaHIPP, All Ages
Child 1 - 20 Years
Adult 21+ Years

SBH - All Ages
Maternity Kick Payment
EED Kick Payment

0.04%
0.00%
0.05%
0.51%
0.66%
0.04%
0.17%
0.86%
0.16%
0.78%
0.00%
0.03%
0.28%
0.02%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
1.20%
3.11%
0.04%
0.00%
0.09%
0.56%
0.51%
0.06%
0.21%
1.12%
0.15%
0.78%
0.00%
0.02%
0.28%
0.02%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
1.43%
3.22%
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