
Bobby J;ndal 
GOVERNOR 

July 25, 2012 

Janice Hill 

• '.,. 
. . . . , 

-
~tatl' of JlouifSiana 

Depanment of Health and Hospitals 
Division of Contracts and Procurement Support 

Medical Vendor Administration 

Enclosed are approved copies of the following amendment: 

Department of Health and Hospitals -
MVA 

OCR #305·200568 - CFMS #707861 - Amendment #01 
Community Health Solutions 

Bruce G reenstein 
SECRETARY 

The numbers listed prior to the contractor's name have been assigned by OCR and DHH 
Contracts office and are used as identification for the contracUamendment. Please use these 
numbers when referring to the contracUamendment in correspondence. Approval of continuing 
services contracts is contingent up the receipt of a final performance evaluation report on the 
prior contract as required under Revised Statute 39: 1500. 

It is the responsibility of the program office to verify that the information in ISIS is correct and 
that the encumbrance has been process successfully. For information in ISIS that is incorrect 
please notify this office to assist in resolving outstanding issues. 

The Internal Revenue Service (IRS) may find that this contract creates an employment 
relationship between your agency and the contractor. You should be advised that your agency 
is responsible for all taxes and penalties if such a funding is forthcoming. It is incumbent upon 
your agency to determine if an employee/employer relationship exists. Your agency must make 
the appropriate with holdings in accordance with law and IRS regulations, if applicable. 

This letter also serves as notice that if the requisite 2012-2013 funds are not appropriated 
by the legislature, then it will be your responsibility to notify the contractors that they will 
not be able to commence work under these contracts since this office's approval is 
conditioned on the eventual availability of said funds. If such funds do no become 
available, then these contracts are invalid. 

If further information is required I may be contacted at 225-342-4259. 

Sincerel~,\ _ ... I rl\ n 
~~j~r@ 
Contracts Supervisor 

Bienville Building · P.O. Box 4094' B~lon Rouge, Louisiana 708214094 
Phone II: 225/342·8778 · F;uc I: 225/342·91>16 · WWWDHHLA.GOV 

-An Equ:u Opportunity Employer" 
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AMENDMENT TO 

AGREEMENT BETWEEN STATE OF LOUISIANA 

DEPARTMENT OF HEALTH AND HOSPlT ALS 

COpy 
Amendment_: -'-___ _ 

CFMSM: "7~07"~,,~ __ 
DOA _: 305-20056S 

Medical Vendor Mminiwation {Rcgion.lIl'rogr ....... ______ -=::.::::.:..::::::c:.::::==="-_____ _ DHH .: 057718 

f30ilily Bureau of Health Service~ Financing OriGin~1 COlllracl Amt $68.031.170.00 

AND OriGinal Conlract a.Sin D~t. 02.01_2012 

Community He<lhh Solutions (CHS) of America, LLC d/b/a CHS ora Original Coniraci End Dale 01·31 _2015 

Controcl".. Nom. 

AMENDMENT PROVISIONS 

Change Coniraci Fron1; Maximum Amounl· $6803117000 

Change To: Maximum Amount: $68.031.17000 

See Attachment A-I lor Contract Revisions 

Justificalion; 

See Attachment A-I lor Contract Revisions 

This Amendment Becomes Effective: 

This amendment conlains or hM attached hereto all revised lefn"lS and conditions agreed upon by conlracting parlies. 

IN WITNESS THEREOF, this amendment is signed and entered into on the date indicated below. 

CONTRACTOR 

Community Health Solutions (CHS) of Ameriea, LLC d/b/a C 

'.Off 
NAME 

CONTRACTOR 
n~ 

S.Kyle Moll 

Executive Vice President 

STATE OF LOUISIANA 
DEPARTMENT OF HEALTH AND HOSPITALS 

Secretary, Department oflleatlh and tiospilPI or Designee 

NAME Jerry hittips 

nn., Undersecretary, DHH 

OFFICE Office of Management and Finance 

I'ROGRAM SIGNAruRE 

NAME 

/\ 1-

~i 
C .. ~_ 

DATE 



Bobby Jindal 
(;(}\'I'.ItN(lR 

10 May 2012 

Sa ndra G. Gillen, CPPB 
Director 

~tate of lLoui~iana 
Department of Health and Hospitals 

BAYOU HEALTH 

Office of Contractual Review 
Division of Ad ministration 
P.O. Box 94095 
Baton Rouge, Louisiana 70804-9095 

RE: Justification for late contract submitta l, CFMS # 707861 

Dear Ms. Gillen: 

Bruce D . Greenstein 
!'ECItET .\ItY 

The above referenced contract with Community Health Solutions for the purpose of 
providing managed care was submitted late due to longer-than-anticipated negotiations 
with the five Bayou Health plans. 

Your approval of this contract is appreciated. If any additional information is necessary, 
please call (225) 219-0942. 

Sincerely, 

Keith Hall, CIA 
Medicaid Program Manager 
Bayou Health 

BicnviUe Building · 628 North 4'" SUetl (70802) • P.O. Box 90230 ' Balon Rouge, Louisiana 70821-0629 
Phone #: 225/342-1304' Fax #: 225/342-9243 ' "",",v.MakingMcdicaidBeller. com 

"An Equal Opponuni ty Employer" 
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Exhib it E RFP 305 6.5 Paragraph #I 5 6.5 Paragraph #I 5 and new Paragraph #6 
PUR- Provide 
DHHRFP- The PCP sha ll serve as the member's initial and The PCP shall serve as the member's initial and most clarification. 
CCN-5- most important point of interaction. important point of interaction. A PCP in the (eN must 
MVA be a provider who provides or arranges for the 

delivery of medical services, including case 
management and other services, wh ich are found to 
be medically necessary, are made avai lab le in a time ly 

manner as outlined in Section 7.1.5.1. 

Within thirty (30) days after implementation of the 
Bayou Health Program in each GSA and monthly 
thereafter, the (eN shal l provide on or before the first 
of each month the pep with a report (electronic or 
hard copy) of all members linked to their practice. 

Exhibit E RFP 305 N/A (NEW) 

PUR- 6.13 Add new last paragraph: Provide 
DHHRFP- clarification . 
CCN+ In order to ensure that members have access to a 
MVA broad range of health care providers, and to limit 

the potential for disenrollment due to lack of access 
to providers or services, the eeN shall not have a 
contract arrangement w ith any service provider in 
wh ich the provider represents or agrees that it will 
not contract wit h another eeN or in wh ich the (eN 
represents or agrees that it will not contract with 
another provider. The (eN shall not advertise or 
otherwise hold itself out as having an exclusive 
relationship with any service provider. 

If DHH determines the eeN or its subcontractors has 

02/01/2012 Page 1 of 8 
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E~h i bit/ 
~, 1 

AtUichment 
O.oq.m~n~ gtlange FH~m: Change To: Justifigtion: 

~- - '"'-'-- - - -.:::....' - - -
violated the provisions of the contract and has 
inappropriately influence potentia l members to join 
the (eN, DHH may impose the following sanctions: 

a. The member(s) shall be disenrolfed from the 
(eN at the earliest effective date allowed; 

b. PMPMs for the months(s) the member was 
enrolled in the (eN will be recouped; and 

c. The (eN sha ll be assessed an additional $5,000 
monetary sanction per member. 

Exhibit E RFP 305 7.1.5.1.1- Bullet" 13 and 14 7.1.5.1.1- Bulle t II 13 and 14 
PUR- Correct typo . 
OHHRFP· • Durable Medical Equipment and certain • Durable Medical Equipment and certain supplies; 
CCN-S- supplies and 
MVA • Prosthetics and orthotics; and • Prosthetics and orthotics . 

Exhibit E RFP 305 10.1.9 Newborn Enrollment 10.1.9 Newborn Enro llment 
PUR- Provide 
DHHRFp· 10.1.9.1. The CCN sha ll contact members who 10.1.9.1 The CCN shall contact members who are clarification . 
CCN-S- are expectant mothers sixty (60) expectant mothers sixty (60) calendar days prior 
MVA calendar days prior to the expected to the expected date of delivery to encourage the 

date of delivery to encourage the mothers to choose a PCP for their newborns. In 
mother to choose a CCN and a PCP for the event that the pregnant member does not 

her newborn. select a pediatrician, or other appropriate PCP, 

the CCN shall provide the member with a 
10.1.9.2. The CCN shall be responsible for minimum of fourteen (14) calendar days after 

assuring that hospita l subcontractors birth to select a PCP prior to assigning one. The 

report the births of newborns within CCN sha ll cover all newborn care rendered by 

02/01/ 2012 Page 2 of8 
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- -.,....".,.,., - -
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AU'!chmenf 
~c. - - - -- - . 

twenty-four (24) hours of birth for contracted network providers within the first 
enro lled members using DHH's web- month of life regardless if provided by the 
based Request for Newborn Manual designated PCP or another network provider. 
system. (See Appendix 51. If the mother 
has made a (eN and/or PCP selection, 10.1.9.2 The eeN shall work with hospitals to report the 
this informat ion shall be reported. If no births of newborns within twenty-four (24) 
se lection is made, the newborn will be hours of birth for enrolled members using DHH's 
automatica lly enrolled in the mother's web-based Request for Newborn Manual 
eeN. Enrollment of newborns shall be system. (See Appendix S). If the member makes 
retroactive to the date of the birth. a network PCP select ion during the hospita l stay 

and one was not already identified, this 
information shall be reported to the plan. If no 
selection is made, the CCN shall provide the 
member with a minimum of fourteen (14) 
ca lendar days after birth to se lect a network PCP 
prior to assigning one. Enrollment of newborns 
shall be retroactive to the date of the birth. 

Exhibit E RFP 30S N/A 10.1.10.2.1 Add new 4th bu llet 
PUR- • If the member does not make a select ion of Provide 
DHHRFP- a PCP for a newborn within fourteen (14) clarification. 
CCN-S- calendar days of birth . The effective date 
MVA of a PCP selection or assignment of a 

newborn will be no later than the first 
month of enrollment subsequent to the 
birth of the ch ild. 

Exhibit E RFP 30S N/A (NEW) 
PUR- 10.1.10.2.9 The CCN sha ll ensure that the pregnant Provide 
DHHRFP- member before the beginning of the last clarificat ion. 
CCN-S- trimester of gestation receives counseling 
MVA about care for her child, such as designating a 

02 / 01/2012 Page 3 of 8 
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network PCP to provide subsequent ped iatric 
ca re to the child once the child is added to 
the eeN as well as appropriate referrals to 
the WIC program for nutritiona l assistance . 
The ((N sha ll also assist the pregnant 
member with preregiste ri ng at a hospital for 
delivery services and identifying her child's 
PCP jf a selection hal been made by the 
mother. 

Exh ibit E RFP 305 11,7.3 11.7,3 
PUR- Bullet#l -# S Bullet #1 - #I 5 Provide 
OHHRFP- Review Process - Eve nts and Activit ies Review Process - Eve nts and Activities clarification. 
((N-5-

MVA • DHH will review the submitted marketing • DHH will review the submitted marketing and 
and member education events and member education events and activities and either 
activities and either approve or deny within approve or deny within seven (7) business days 
th irty (30) ca lendar days from the date of from the date of submission. 
submission. 

• DHH will review the submitted community/health 

• DHH w ill review the subm itted education events and activities and eit her approve 
community/hea lth education events and or deny within seven (7) business days from the 
activit ies and either approve or deny within date of submission. 
seven (7) calendar days from the date of 
submission. • DHH reserves the right to require the ((N to 

discontinue or mod ify any marketing or member 
• DHH reserves the right to requ ire the ((N education events after approval. 

to discontinue or modify any marketing or 
member education events after approva l. • Marketing and member education events and 

activities, except for those included in the origina l 

• Marketing and member education events ((N market ing and member education plan, are 
and activit ies, except fo r those included in deemed approved if a response from DHH is not 

-

02/01/2012 Page 4 of8 
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E~hibit/ 
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the original (eN marketing and member returned within seven (7) business days following 
education plan, are deemed approved if a notice of event to OHH. 
response from DHH is not returned within 
thirty (30) calendar days following notice of • Community/health education events and activities 
event to OHH. except for those included in the original (eN 

marketing and member education plan, are 

• Community/hea lth education events and deemed approved if a response from DHH is not 

activities except for those included in the returned within seven (7) business days following 

original (eN marketing and member notice of event to DHH. 

education plan, are deemed approved if a 

response from DHH is not return ed within 

seven (7) calendar days following notice of 

event to DHH. 

Exhibit E RFP 305 12.2.2.3.2 The member, or a representative or 12.2.2.3.2 The member, or a representative or provider 

PUR4 provider acting on beha lf of the member, acting on behalf of the member, with the member's Compliance 
DHHRFp4 may file for a State Fair hearing w ith the w ritten consent, may file for a State Fair Hearing with federal 

CCN-S- designated state entity either orally or in with the Division of Administrat ive law, either statutes. 

MVA writ ing, and unless he or she requests orally or in w riting. However, if the origina l hearing 

expedited resolution, must follow an ora l request is filed orally, a member, representative or 

filing w ith a written, signed State Fair provider who desires an expedited reso lution must 

Hearing request. follow up by submitting to the Division of 

Administrative Law a w ritten, signed request for a 

State Fair Hearing and an expedited resolution. 

Exhibit E RFP 305 12.5.3.3 Concurrent Appeal Review 12.5.3.3 Concurrent Appeal Review 

PUR- I n sentence l SI sentence Change 
DHHRFP4 required for 

CCN-S- The CCN sha ll conduct an internal The CCN sha ll, to th e extent poss ible, conduct an contractor to 

MVA concurrent review for each appea l for interna l concurrent review for each appeal for meet 
w hich a State Fa ir Hearing is requested. which a State Fai r Hear ing is requested. establ ished 

timeframes. 

02/ 01/ 2012 Page 5 of 8 
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Exhibit E RFP 305 14.2.1.8 Submit paper claims to the Ft in batch 14.2.1.8 Submit paper claims to the FI in batch form 
PUR- form within two (2) business days of within two (2) business days of receipt. The FI Comply with 
DHHRFP- receipt. The FI maintains claims billing maintains claims billing inform ation on the federa l law. 
CCN-5- information on the DHH Medicaid DHH Medica id website: 
MVA website: http://www.lamedica id .comjprovwebl/bil ling 

http://www. lamedicaid .com/ provwebl/ _information; 
billingJnform ation; and 

14.2.1.9 The following link wi ll provide various address 
14.2.1.9 The following link will provide various information for submitting paper claims: 

address information for submitting http://www.lmmis.com/provwebl/ProviderTr 
paper claims: aining/packets/2006ProviderTraning/0133%20 
http://www.lmmis.com/provwebl/Provi %202006%20Basic%20Services%20Tra ining.pd 
de rT ra i n i ng/ pac kets/2006 P roviderT ra n i n f; and 
g/0133%20%202006%20Basic%20Service 
s%20Tra ining.pdf. 14.2.1.10 The CCN shall specifica lly deny payments for 

all cla ims for Provider Preventable Conditions 
also known as "never events". 

Exhibit E RFP 305 N/A (NEW) 
PUR- 18.7.6 If DHH determines the CCN or its subcontractors Ensure 
DHHRFP- has steered potentia l members to jo in the CCN, compliance o f 
CCN-5- OHH may impose the fol lowing sanctions: federal law. 
MVA 

•• The member(s) sha ll be disenro lled from the 

CCN at the earliest effective date allowed; 
b. PMPMs for the months{s) the member(s) was 

enrolled in t he CCN will be recouped; 
c. The CCN shall be assessed an additional $5,000 

.-
monetary_sanction per member; and 

02/01/2012 Page 6 of8 
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I I -Exhibit! . 

Document I Change From: Change To: Jusljfibition: I 
I Attachment . - -

d. The (eN shall submit a letter to each member 
I 

notifying the member of their imposed sanction I 

and of thei r right to choose another CeN. 

18.7.7 If DHH determines the (eN has violated any of the 

marketing and/or outreach activities outlined in the 
Contract, the eeN may be subject to remedial 
sanctions specified in Section 18.7 and/or a 

I 
monetary sanction of up to $10,000 per 

violation/incident. The amount and type of 
sanctions sha ll be at the sole discretion of OHH. 

Exhibit E RFP 305 19.41. Release of Records - The eeN shall release 19.41. Release of Records · The eeN shall release medica l 
PUR- medica l records of members as may be records of members as may be authorized by the Ensure 
DHHRFP- authorized by the member, as may be member, as may be directed by authorized compliance of 
CCN-5- directed by authorized personnel of DHH, personnel of DHH, appropriate agencies of the state law. , 

MVA appropriate agencies of the State of State of louisiana, or the United States 
louisiana, or the United States Government. Government. Release of medical records shall be 
Release of medical records shall be consistent with the provisions of confidentiality as 
consistent with the provisions of expressed in this Contract. The ownership and 
confidentiality as expressed in this Contract. procedure for release of medical records shall be 
The ownership and procedure for release of controlled by the l ouisiana revised statutes, , 

medical records shall be controlled by the includ ing but not limited to, la.R.S. 40:1299.96, 
l ouisiana revised statutes, including but not l a.R.S. 13:3734, and la.C.Ev. Art. 510; and the 45 

I 
limited to, la.R.S. 40:1299.96, la.R.S. CFR Parts 160 and 164{HIPAA Privacy Rule) and 
13:3734, and la.C.Ev. Art. 510; and the 45 subject to reasonable charges. The Health Plan shall 
CFR Parts 160 and 164(HIPAA Privacy Rule. not charge DHHjBHSF or their designated agent for I 

any copies of records requested. 
i 
, 

Exhibit E RFP 305 N/A (NEW) I 

PUR- Definitions Ensure I 

DHHRFP- compliance 

02/01/2012 Page 7 0(8 
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lq ocume 'lt II tl.hibit/ Chi!l'!ge From: Change To: 

, 
JJust ificlit io n: 

Attachment' - ..o.i' , 
~ 

CCN-5- Provider Preventable Condition IPPc) - Preven table with federal 
MVA heal thca re-acqu ired or other provide r -p reventa b Ie law. 

conditions and events, also known as never events, 
identi fied by DHH for nonpayment such a5 but not limited 
to bed pressure ulcers or decubitus ulcers; or events such 
as surgical Of invasive procedures performed on the wrong 
body part or w rong patient; w rong surgica l procedure 
performed on a patient. 

Exhibit E RFP 305 Append ix E - Revised Shared Savings Model Appendix E • Share d Savings Model Benchmark 

PUR· Benchmark Development for Contract Period Development for Contract Per iod ending December 31, 

Appendix E DHHRFP- ending December 31, 2012 (dated June IS, 2011) 2012 (dated January 31, 2012) Ensure 
CCN-5- compliance 
MVA Entire document. Delete previous version in its ent irety and replace with wit h state and 

attached revised Appendix E dated January 31, 2012. federal law. 

Exhibit E RFP 305 Appendix H - Performance Measures Appendix H - Performance Measures 

PUR- Align with other 
Appendix H DHHRFP- Measure Measure sections of the 

CCN-5- .. % of Call Center calls answered by a live person .. % of Call Center ca lls answered w ith in 30 second or direct cont ract. 
MVA within 30 second the call to an automatic call pickup system with IVR 

options; 
Min imal Performance Standard 

' 90% Minimal Performance Standard 
~ 95% 

Exhibit E RFP 305 PUR- Append ix CC - CCN-S ePCCM Breakdow n of Tasks Appendix CC - CCN-S ePCCM Breakdown of Tasks 
DHHRFP-CCN-

Appendix CC P-MVA De lete previous version in its entirety and replace with Correct t ypos. 

Appendix CC 
attached revised Appendix Cc. 

- -- - - -

02/01/ 2012 Page80fB 



APPENDIX E - SHARED SAVINGS MODEL BENCHMARK DEVELOPMENT 

~ MERCER 

Ms. Ruth Kennedy 
Deputy Director of Medicaid 
Louisiana Department of Health and Hospitals 
628 North 4th Street 
Baton Rouge, LA 70621 

January 31 , 2012 

Nicholas J . Simmons, FIA, FSA, MAAA 
Principal 

Government Human Services Consulting 

3560 l enox Road, Suite 2400 
Atlanta, GA 30326 
4044423196 
Nick.Slmmons@mercer.com 
www.mercer-governmenl.mercer.com 

Subject: BAYOU HEALTH - Shared Savings Model Benchmark Development for Contract 
Periods Ending December 31,2012 

Dear Ruth: 

The Louisiana Department of Health and Hospitals (OHH) contracted with Mercer Government 
Human Services Consulting (Mercer) to develop benchmark costs for the purpose of measuring 
savings achieved by Shared Savings Model Networks under the BAYOU HEALTH Program. 
BAYOU HEALTH was previously known as Coordinated Care Networks. These benchmarks 
are to cover contract periods from program start-up, which varies by geographical area, through 
December 31, 2012. Based on discussions with DHH, Mercer has updated the benchmark costs 
contained in our June 15, 201 1 letter to reflect the Louisiana Medicaid Program's Fee For 
Service (FFS) claims experience during the State Fiscal Year ending June 30, 2011 (SFY 
2011). 

The key provisions and assumptions remain unchanged from our earlier analysis, apart from 
minor modifications to include coverage of fluoride varnishes for children and disease 
management fee for diabetes education, but are repeated here for completeness. The 
methodologies used are also unchanged, however our analysis of one more year of recent fee 
for service data caused us to adjust some of our assumptions, most particularly trend 
assumptions, and certain adjustments also had to be recalculated to reflect that the benchmark 
development was based on more recent data. 

The BAYOU HEALTH Shared Savings model wi ll be implemented in three phases and the 
benchmarks for each phase will be effective through December 31, 2012. The regions 
implemented in each phase are as follows: 

Phase 1 (February 1, 2012 through December 31, 2012) 
• New Orleans 
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• North Shore (formerly known as Mandeville) 

Phase 2 (April1, 2012 through December 31,2012) 
• Baton Rouge 
• Thibodaux 
• Lafayette 

Phase 3 (June 1, 2012 through December 31, 2012) 
• Lake Charles 
• Alexandria 
• Shreveport 
• Monroe 

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

Rate Methodology 

Overview 
Benchmark costs for the Shared Savings model were developed in an actuarially sound 
manner. Where parallels can be drawn to the rate-setting guidelines established by CMS, we 
used consistent approaches and methods wherever th is could appropriately be done. One of 
the key considerations was the base data. Mercer worked with DHH to obtain Medicaid FFS 
data from SFY 2010 and SFY 2011 . Louisiana's SFY runs from July 1 st through June 30th of 
the following year. Restrictions were applied to the enrollment and FFS claims data so that it 
matched the populations and benefit package defined in the Contract. 

To develop benchmarks, adjustments were applied to the base data. These adjustments were 
all consistent with those provided for in capitated rate development under the CMS Capitated 
Rate-Setting Checklist: 
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• 

• 
• 

• 

• 

• 

• 

removal of enrollment and claims during periods of retroactive eligibility; 

completion factors to account for unpaid claims at the time of the data submission; 

adjustment to reflect amounts paid outs ide of the Louisiana Medicaid Management 
Information System (MMIS), including but not limited to inpatient outlier stays, inpatient and 
outpatient cost reconciliations, fraud and abuse recoupments; 

trend factors to forecast the expenditures and utilization to the appropriate contract period; 

prospective and historic program changes not reflected in the base data; 

prescription drug rebates; and 

data smoothing. 

The Graduate Medical Education (GME) component of teaching hospital per diems were not 
removed from the cost basis so as to develop a benchmark appropri ate for reconciling against 
Shared Savings Network costs that will include the GME element of the per diems. Since the 
costs coordinated by the Shared Savings Network will be paid using FFS Medicaid rates, the 
per diems paid will include exactly the same GME amounts as in the Louisiana Medicaid State 
Plan. 

Using prescription drug costs net of rebates in both benchmark and actual costs guards against 
sharing too large of a saving but does suggest that benchmarks be updated in the event of any 
material changes in the State's rebate structure or results. 

Since OHH will not include costs over $100,000 per year for any recipient in the reconciliation, 
an appropriate adjustment was made to the benchmark costs. 

The resulting benchmarks were expressed as per member per month (PMPM) amounts by rate 
cell. Risk adjustment will be applied to the resu lting targets in a manner comparable to that to be 
used for Prepaid Model Network rates to account for health risk differences between the various 
Shared Savings Network and between the Shared Savings Network as a group and the Prepaid 
Model Network. This will allow for any selection for or against each of the models. 

Base Data Development 

Mercer was provided with Medicaid FFS enrollment and claims data from SFY10 and SFY11 
with runout through August 2011 . Mercer was also provided with supplemental data files 
contain ing information on outlier claims paid outside of the MMIS system, fraud and abuse 
recoupments, prescription drug rebates, and inpatient and outpatient hospital cost settlements. 
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These payments/recQupments outside of the MMIS system have been added to or subtracted 
from the base claims data as appropriate so that the relevant cost for the population eligible for 
enrollment in the Shared Savings Network program is replicated. 

Mercer reviewed the data for consistency and reasonableness and determined that the data 
appears appropriate for the purpose of setting benchmarks for the Shared Savings Network 
program. 

Enrollment Data 

The enrollment file supplied by DHH's fiscal agent provided all enrollment records for each 
member for each month. Therefore, if a member's eligibility status was retroactively changed, 
both the old and the new records were present. Most often this occurred because a recipient 
was retroactively categorized as SSI from Family and Children. In this case, the enrollment file 
would have included both the SSI enrollment record and the Family and Children record for the 
same month. Mercer worked with DHH to develop a hierarchy to determine which was the 
appropriate unique enrollment record to use - typically the SSI record. 

Claims Data 

Mercer used SFY10 and SFY11 FFS data as the data source. The FFS data reflects the actual 
medical expenses to DHH of providing healthcare coverage for the Shared Savings Network 
eligible population. The expenses are net of Third Party Liability and subrogation. Mercer 
reviewed the FFS data to ensure it appeared reasonable and appropriate but did not audit the 
data. Specifically, Mercer reviewed the following issues: 

• completeness and consistency of incurred claims over time; 

• consistency between FFS claims data and DHH published reports; 

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

• the data appeared to have been properly restricted to those services and populations to be 
covered under the Shared Savings Network program. 

Adjustments were made to the FFS data to reflect the complete cost of an actuarially equivalent 
population for the Shared Savings Network contract. The most significant adjustments are 
discussed below. In each case, the adjustments were calculated and applied at the rate cell 
level. The discussion below summarizes the overall impact of each adjustment expressed as a 
percentage of the total program cost. 
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Outlier Claims for Children Under 6 Years - DHH makes payments for outlier claims incurred 
during an inpatient admission for children under 6 years old outside of the MMIS. Adding outlier 
claims with a cap of $10 million per year to the base data resulted in an increase to cost of 
0.43% in SFY10 and 0.45% in SFY11 . 

Incurred-but-not-Reported Claims Adjustments - Mercer estimated and adjusted for the 
remaining liability associated with incurred-but-not-reported claims for SFY1 a and SFY1 1. The 
overall adjustments for SFY1 0 and SFY11 using paid claims data through August 2011 were 
-0.10% and 2.47% respectively. 

Fraud-and-Abuse Recoupments - Adjustments were made for recoupments due to fraud-and
abuse recoveries. Those adjustments were -0.10% in SFY1 0 and -0.20% in SFY11. 

Graduate Medical Education (GME) - Hospital per diem rates used to make payments for 
ca re coordinated by the Shared Savings Network include the same GME elements as under the 
state plan. No adjustment was therefore needed. 

Pharmacy Rebates - Adjustments were made to reflect pharmacy rebates. The overall 
adjustments were equivalent to -9.89% of the total pharmacy and non-pharmacy claims cost in 
SFY10 and -12.18% in SFY11 . 

Inpatient, Outpatient Hospital Cost Settlements, and Supplemental Payments to High 
Medicaid Community Hospitals - LSU state hospitals and outpatient hospitals receive 
settlements based on cost reports. Certain "High Medicaid Community Hospitals~ also receive 
supplemental payments that are provided for in the State plan. Mercer applied adjustments of 
0.50% in SFY10 and 0.82% in SFY11 to capture the impact of cost settlements made outside of 
the MMIS. 

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

Non-covered populations - In general, the Shared Savings Network program includes 
individuals classified as SSI, Family and Children, Foster Children and Breast and Cervical 
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Cancer. The following individuals are excluded from participation in the Shared Savings 
Network program: 

Medicare Dually Eligible Individuals 

Home and Community Based Services Waiver Recipients 

Chisholm Class Members 

Individuals Receiving Medicaid Hospice Services 

Individuals Residing in Long Term Care Facilit ies (Nursing Home, reF/DO) 

Individuals Receiving Services for Three Months or Less (Medical ly Needy Spend·down) 

Undocumented Immigrants Eligible for Emergency Services Only 

Enrollees receiving single service (family planning on ly) 

LaCHIP Affordable Plan 

Non·covered services - The Shared Savings Network rates are based on services covered 
under the provider agreement. The following services have been excluded in the determination 
of the benchmarks: 

Specified Services provided through DHH's Early-Steps Program 

Dental Services 

ICF/DD Services 

Hospice 

Personal Care Services (EPSDT and LT-PCS) 

Nursing Facility Services 

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

Home and Community Based Waiver Services 

Specialized Behavioral Health Services (e.g . mental health rehabilitation) 

Targeted Case Management Services 
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Durable Medical Equipment (OME) 

Orthotics and Prosthetics 

Non-emergency transportation 

Specialized Behavioral Health drugs 

Client participation amounts - Costs associated with ~5pend-down~ and post-eligibility 
treatment of income are not included in the base data. 

Third-Party Liability - Recoveries associated with Third Party Liability and subrogation have 
been removed from claims. 

DSH Payments - DSH payments are made outside of the MMIS system and have not been 
included in the benchmarks. These payments will continue to be made after implementation of 
the Shared Savings Network program. 

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

PMPM Category Groupings 

Benchmarks are developed using PMPM amounts that vary by the major categories of eligibility. 
Furthermore, where appropriate, the PMPMs within a particular category of eligibility are 
subdivided into different age and gender bands to reflect differences in risk due to age and 
gender and during child bearing ages. In addition, due to the high cost associated with 
pregnancies, DHH will include a maternity cost allowance in the benchmark for each delivery 
that takes place (kick allowance). The following is a list of the different PMPM cells for each 
eligibility category including the maternity kick allowance. 
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SSt 
• 0 2 Months, Male and Female 
• 3 - 11 Months, Male and Female 
• 1 - 5 Years, Male and Female 
• 6 -13 Years, Male and Female 
Family & Children 
• o - 2 Months, Male and Female 
• 3 - 11 Months, Male and Female 
• 1 - 5 Years, Male and Female 
• 6 - 13 Years, Male and Female 
• 14 - 18 Vears, Female 
Foster Care Children, All Aaes 
Maternity Kick Allowance 

Trend Development 

• 14 -18 Vears, Male and Female 
• 19 - 44 Vears, Male and Female 
• 45+ Years, Male and Female 

• 14 -18 Years, Male 
• 19 - 44 Vears, Female 
• 19 - 44 Years, Male 
• 45+ Years, Female 
• 45+ Years, Male 
Breast and Cervical Cancer, All Ages 

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

• health care economic indices such as Consumer Price Index for the South-Atlantic region; 

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

• trends in other State Medicaid programs for similar populations; and 

• judgment regarding economic outlook balancing a va riety of sources. 

Mercer developed individual trends for each category of eligibility and service category. 
Mercer's target trend can be found in the foll owing table. 
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C0A Description G:e5 lSescription 
SSI InpJltient Hospital 
SSI Ou~atient Hospital 
SSI Primarv Care Physician 
SSI Specia ltv Care Physician 
SSI FQHC/RHC 
SSI EPSDT 
SSI Certified Nurse Practitioners/Clinical Nurse 
SSI Lab/Radiology 
SSI Home Health 
SSI Emergency Transportation 
SSI Rehabilitation Services----,OT, PT, ST) 

SSI Clinic 
SSI Fami lv Plannina 
SSI Other 
SSI Prescribed Druas 
SSI Emeraencv Room 
SSI Basic Behavioral Health 
Family and Children Inoatient Hoso ital 
Family and Children Outpatient Hospital 
Family and Children Primary Care Physician 
Family and Children Specialty Care Physician 
Family and Children FQHC/RHC 
Family and Children EPSDT 
Family and Children Certified Nurse Practitioners/Clin ical Nurse 
Family and Children Lab/Radio logy 
Family and Children Home Health 
Family and Children Emeraencv Transoortation 
Family' and Children Rehabilitation Services QT, PT, ST 
Familv and Children Clinic 
Family and Children Familv Plan nina 
Family and Children Other 
Familv and Children Prescribed Druas 

'PMP.M 
Utilization . Unit Cost lirend 

0.38% 0.00% 0.38% 
4 .50% 2.52% 7.14% 
1.76% 0.00% 1.76% 
1.76% 0 .00% 1.76% 
1.76% 2.00% 3.80% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
2.50% 0.00% 2.50% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.77% 0.00% 1.77% 
0.75% 0.00% 0.75% 
4.50% 2.52% 7 .14% 
1.76% 0.00% 1.76% 
0.25% 0.00% 0 .25% 
3.50% 2.52% 6. 12% 
1.51% 0.00% 1.50% 
1.50% 0.00% 1.50% 
1.50% 2.00% 3.54% 
1.51 % 0 .00% 1.51% 
1.50% 0.00% 1.50% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
2.51% 0 .00% 2.50% 
1.76% 0 .00% 1.76% 
1.51 % 0.00% 1.51% 
1.51% 0 .00% 1.51% 
1.76% 0 .00% 1.76% 
0.75% 0.00% 0.75% 
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<::0 ~[i!Jesc rijJli 0 n €0S.Desc1j'ption' 
Family and Children Emergency Room 
Family and Chi ldren Basic Behavioral Health 
Foster Care Children Inpatient Hospital 
Foster Care Children Outpatient Hospital 
Foster Care Children Primary Care Physician 
Foster Care Children Specialty Care Physician 
Foster Care Children FQHC/RHC 
Foster Care Children EPSDT 
Foster Care Children Certified Nurse Practitioners/Clinical Nurse 
Foster Care Child ren Lab/Radioloav 
Foster Care Children Home Health 
Foster Care Children Emeraencv Transoortation 
Foster Care Children Rehabilitation Services (aT, PT, ST) 
Foster Care Children Clinic 
Foster Care Children Family Planning 
Foster Care Children Other 
Foster Care Children Prescribed Drugs 
Foster Care Children Emergency Room 
Foster Care Children Basic Behavioral Health 
Breast and Cervical Cancer Inpatient Hospital 
Breast and Cervical Cancer Outpatient Hospital 
Breast and Cervical Cancer Prima.ry.Care Phvsician 
Breast and Cervical Cancer Specialty_ Care Pb~sician 
Breast and Cervica l Cancer FQHC/RHC 
Breast and Cervical Cancer EPSOT 
Breast and Cervical Cancer Certified Nurse Practitioners/Clinical Nurse 
Breast and Cervical Cancer Lab/Radio logy 
Breast and Cervical Cancer Home Health 
Breast and Cervical Cancer Emerg.en~y Transoortation 
Breast and Cervical Cancer Rehabilitation Services OT PT. ST 
Breast and Cervical Cancer Clinic 
Breast and Cervica l Cancer Family Planning. 
Breast and Cervical Cancer Other 
Breast and Cervical Cancer Prescribed Druqs 

PMPM 
Utilization Unitfc.ost Trend 

3.51% 2.52% 6. 12% 
1.50% 0.00% 1.50% 
0.38% 0.00% 0.38% 
4.50% 2.52% 7.14% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 2.00% 3.80% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
2.50% 0.00% 2.50% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
0.75% 0.00% 0.75% 
4 .50% 2.52% 7.14% 
1.76% 0.00% 1.76% 
0.38% 0.00% 0.38% 
4.50% 2.52% 7.14% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 2.00% 3.80% 
1.77% 0 .00% 1.77% 
1.76% 0 .00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
2.50% 0.00% 2.50% 
1.76% 0 .00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
1.76% 0.00% 1.76% 
0 .75% 0.00% 0.75% 
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€ l1!~~ 1ii esc ri pli 0 iii, €0S [!)escr.iption~ I lilI1i1ization I 'l!Jnit':€:6st 
PMPM,I 
ilirendl 

Breast and Cervical Cancer EmerQency Room 4.50% 2.52% 
Breast and Cervica l Cancer Basic Behavioral Health 1.76% 0.00% 
Maternity Kickpayment Maternity Kickpayment 0.00% 0.00% 

The overall annualized PMPM trend assumption for the Shared Savings Network program is 
1.88%. 

Programmatic Changes/Rate Issues 

Programmatic change adjustments recognize the impact of benefit or eligibility changes that 
took place during or after the base year. Mercer applied programmatic change adjustments to 
incorporate factors not fu lly reflected in the base data. These adjustments were mutually 
exclusive and made only once in the benchmark setting process. 

Changes to Inpatient Hospita l Reimbursement - Various changes have been made to 
hospital per diem rates. Most recently, effective for dates of service on or after January 1, 2011, 
the inpatient per diem rates paid to non-state and non-rural hospitals were reduced by 2 percent 
of the per diem rate on fi le as of December 31, 2010. The rural and state hospitals have been 
excluded from the rate reductions . The per diem rates for state hospitals have increased 
significantly during the base data period: however, this primarily affects the relative weights of 
the per diems versus cost settlements and has little impact on the total payment. Since October 
16,2010, DHH has reduced hospital payments and associated cost settlements to all LSU 
hospita ls, except for E.A. Conway Medical Center, by approximately 40%. 

Changes to the Laboratory/Radiology Fee Schedule - There have been various changes to 
fee schedules. Most recently, effective for dates of service on or after January 1, 2011, the 
reimbursement rates for laboratory services were reduced by 2 percent of the fee amounts on 
file as of December 31, 2010. 

Outpatient Hospital Fee Schedule Changes 

Children's Specialty Hospita l 

Effective for dates of service on or after January 1, 2011, the reimbursement paid to Children's 
Specialty Hospitals for outpatient surgery is reduced by 2 percent of the fee schedule on file as 
of December 31 , 20 10. 

7.14% 
1.76% 
0.00% 
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From July 1, 2008 through February 19, 2009, Children's Specialty Hospitals were cost settled 
at 86.20% of cost . From February 20, 2009 through August 3, 2009, these hospitals were cost 
settled at 83.18% of cost. From August 4, 2009 through August 31,2009, these hospitals were 
cost settred at 78.48% of cost. From September 1, 2009 through February 2, 2010, these 
hospitals were cost settled at 97.00% of cost. From February 3, 2010 through July 31 , 2010, 
these hospitals were cost settled at 92.15% of cost. Reimbursement going forwa rd of 87.91 % 
(August 1, 2010- December 31, 2010) of allowable cost as calculated through the cost report 
settlement process will be reduced by 2%, making final reimbursement 86.15% (January 1, 
2011 going forward). 

Non-State and Non-Rural Outpatient Hospitals 

Again , there have been various changes to fee schedules. Most recently, effective for dates of 
service on or after January 1, 201 1, the reimbursement paid to non-rural, non-state hospitals for 
outpatient surgery was reduced by 2 percent of the fee schedule on file as of December 31 , 
2010. 

From July 1, 2008 through February 19, 2009, non-rural and non-state outpatient hospitals 
(other than Children's) were cost settled at 86.20% of cost. From February 20, 2009 through 
August 3, 2009, these hospita ls were cost settled at 83.18% of cost. From August 4, 2009 
through February 2, 2010, these hospitals were cost settled at 78.48% of cost. From February 
3, 2010 through July 31 , 2010. these hospita ls were cost settled at 74.56% of cost. 
Reimbursement going forward of71.13% (August 1,2010 - December 31,2010) of allowable 
cost as calculated through the cost report settlement process wi ll be reduced by 2%. making 
fina l reimbursement 69.71% (January 1, 2011 going forward). 

Physic ian Fee Schedule Changes 

Members 16 years or older 

Effective January 22, 2010, in general , the reimbursement for physician services rendered to 
recipients 16 years of age or older was reduced to 75% of the 2009 Louisiana Medicare Region 
99 allowable or billed charges, whichever is lesser amount. Exceptions to the general rule are 
Prenatal E&M services (99201-99215 wITH Modifier), Preventive E&M services (99381 -99397), 
and Obstetrical Delivery Services (59400-59622). The Vaginal Delivery Services are paid at 
90% of the 2009 Louisiana Medicare Region 99 allowable or billed charges, whichever is lesser 
amount. 
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Members under 16 years 

Effective January 22, 2010, the reimbursement for physician services rendered to recipients 
under 16 years of age was reduced to 90% of the 2009 Louisiana Medicare Region 99 
allowable or billed charges, whichever is lesser amount. In addition, effective August 1, 2010, 
DHH is no longer paying an enhanced fee for preventive services for members under 16 years. 

Physician Injectibles 

Effective January 22. 2010, Physician injectibles are paid at 90% of the 2009 Medicare Average 
Sale Price (ASP). 

Clinical Services-End Stage Renal Disease Facilities Non-Medicare Claims 
Reimbursement Rate Reduction 
Various changes, most recently, effective for dates of service on or after January 1, 2011 , the 
reimbursement to ESRD facilities was reduced by 2 percent of the rates in effect on December 
31,2010. 

Emergency Medical Transportation - Most recently, effective on or after January 1, 2011 , the 
reimbursement rates for emergency ambulance transportation services was reduced by 2% of 
the rate on file as of December 31, 2010. 

The compounded effect of all of the fee schedule changes by category of aid and category of 
service can be found in the table below. Overall, the fee schedule changes since the base data 
period reduced cost by approximately 4.67% for SFY10 and 0.26% for SFY11. 

Data Smoothing 

As part of the benchmark development process, Mercer blended data from SFY1 0 and SFY11 
to arrive at the overall data source. The goal of the blending process is to obtain a set of base 
data that has sufficient credibility and reasonableness to develop appropriate benchmarks. 
Mercer applied weights of 60% and 40% to the SFY11 and SFY1 0 data, respectively. 

Beyond blending data from multiple years, Mercer also used state wide figures where particular 
PMPM cells within a region had small enrollment. The cost PMPM for a small cell is subject to 
large fluctuations from one year to the next, thus rendering it less effective at predicting future 
cost. Using state wide figures results in greater data credibility and reduces the impact of 
random fluctuations exhibited by the data. 
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Some categories of eligibility such as the Foster Children and Breast and Cervical Cancer 
population are too small to have separate PMPM cells due to data credibility concerns. 
Therefore, state wide figures are used for these populations and the data has been combined 
across all age and sex cells in determining the benchmark cost. 

Risk of Large Cla ims 

To provide protection against the risk of catastrophic claims, the cost for any recipient that is 
over $100,000 in any year wi ll not be considered in reconciling cost savings for Shared Savings 
Network plans. The benchmarks have been reduced consistently. 

Risk Adjus tment 

Risk adjustment will be applied to the cost benchmarks in Attachment A to reflect differences in 
health status of the members served in each plan using the ACG model. The risk adjustment 
process does not increase or decrease the overall benchmark cost of the program but can 
change the benchmark for the various health plans according to the relative risk of their enrolled 
members, and where the Shared Savings Network as a group enroll a more or less costly 
population than the parallel Prepaid Model Network program. Actuarially sound risk adjustment 
protocols have been developed for this purpose. 

Benchmark Development Overview 

To provide additional detail on the benchmark development, Mercer has also provided an 
overview of the adjustments applied to each PMPM cell in Attachment B. This exhibit presents 
the breakdown of the assumptions used to calculate the benchmark PMPM. 

In preparing the benchmark PMPMs shown in Attachment A, Mercer has used and relied upon 
enrollment, FFS claims, reimbursement level , benefit design, and information supplied by the 
DHH and its fiscal agent. The DHH and its fiscal agent are responsible for the validity and 
completeness of th is supplied data and information. We have reviewed the data and information 
for internal consistency and reasonableness but we did not audit it. In our opinion it is 
appropriate for the intended purposes. If the data and information are incomplete or inaccurate, 
the values shown in th is report may need to be revised accordingly. 

The benchmark PMPMs in Attachment A were developed in accordance with generally 
accepted actuarial practices and principles and are appropriate for the Medicaid covered 
populations and services under the Shared Savings Network contract. 
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The benchmarks are actuarial projections of future contingent events. Actual BAYOU HEALTH 
costs will differ from these projections. Mercer has developed these benchmarks on behalf of 
OHH to form a basis for calculating sharable savings under the Shared Savings Network 
program. Use of these rate ranges for any purpose beyond that stated may not be appropriate. 
Furthermore, adjustment should be considered in the event that FFS cost are observed to trend 
differently than expected during the period leading up to Shared Savings Network 
implementation such that the benchmarks may become. in retrospect, either excessive or overly 
difficult to ach ieve. 

BAYOU HEALTH plans are advised that the use of these benchmarks may not be appropriate 
for their particular circumstance and Mercer disclaims any responsibility for the use of them by 
BAYOU HEALTH plans for any purpose. Mercer recommends that any BAYOU HEALTH plans 
considering contracting with the OHH should carefully analyze its own projected medical 
expense before deciding whether to contract with the DHH. 

This letter assumes the reader is familiar with the BAYOU HEALTH program, Medicaid eligibility 
rules, and actuarial techniques. It is intended for OHH, 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 projections to understand the technical nature of these 
results. 

If you have any questions on any of the information provided, please feel free to ca ll Nick 
Simmons at 404 442 3196. 

Sincerely, 

Nicholas J Simmons, FIA, FSA, MAAA 
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