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DHH #: 057746 

Original Contract Amt $68,031,170.00 

Original Contract Begin Date 02-01-2012 

Original Contract End Date 01-31-2015 

Oumge Contract From: Maximum Amount $68,031 ,170.00 

See Attachment A-2. 

OumgeTo: Maximum Amount: 582,896,230.00 

See Attachment A-2. 

Justification: 

See Attachment A-2. 
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7/1/2012 

Bayou Health - UHC Contract Amendment Attachment A-2 

10.1.10.1.7. Members who do not proactively choose a 
PCP within ten (10) days of enrollment with a CCN will be 
auto-assigned to a PCP by the CCN. 

10.1.10.1.7. Members, for whom a CCN is the primary 
~ who do not proactively choose a PCP within ten 
(10) days of enrollment with a CCN will be auto-assigned 
to a PCP by the CCN. Members, for whom a CCN is a 
secondary payor, will not be assigned to a PCP by the 
CCN, unless the members request that the CCN do so. 

Members 
with other 
coverage 
may alr~ady 
have a PCP. 

10.1.10.1.8. The CCN shall have written policies and 10.1.10.1.8. The CCN shall have written policies and Members 

procedures for handling the assignment of its members procedures for handling the assignment of its members with other 

to a primary care provider. The CCN is responsible for to a priffiary sare pro'/ieler PCP. The CCN is responsible coverage 

linking all assigned CCN members to a primary care for linking to a PCP all assigned CCN members for whom may already 

provider. the CCN is the primary payor to a priffiary sare provieler. have a PCP. 

10.1.10.2.1. The CCN is responsible for developing a PCP 

automatic assignment methodology in collaboration with 

DHH to assign an enrollee to a PCP when the enrollee: 

(Page 1 Table) 

Contract Anticipated Average MaXimum Contract 

Year Member rvlonths PMPfvl Amount 

1 1,717,891 
2 1,752,248 
3 1,787,293 

$12.94 
$12.94 
$12.94 .. 

$22,229,S10 
$22,674,089 
$23,127,571 
$68,031,170 

10.1.10.2.1. The CCN is responsible for developing a PCP 
automatic assignment methodology in collaboration with 
DHH to assign to a PCP an enrollee for whom the CCN is 
the primary payor to a PCP when the enrollee: 

(Replace Page 1 Table with this) 

Contract Anticipated Average Max imum ContrJct 

Year rvlember Months PrvlPM Amount 

1 Jan-Jun 
1Jul 

644,822 
22S,697 

$12.94 
$12.19 

$8,343,997 
$2,7S1,246 

Members 
with other 
coverage 
may already 
have a PCP. 
Changes 
contract 
maximum to 
reflect new 
membership 
projection 
and new 
rate 
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Document 

RFP 305 
PUR
DHHRFP
CCN-S
MVA 

RFP 305 
PUR
DHHRFP
CCN-S
MVA 

Bayou Health - UHC Contract Amendment Attachment A·2 

(page 2, Paragraph 1) 
The Contractor will be paid $11.81 for enrollees in 
families and children programs and $18.16 for enrollees 
with disabilities, elderly, foster care children, and 
pregnant woman. In addition, the Contractor will receive 
$1.50 for each member that shall be paid to the Primary 
Care Provider (PCP) by the Contractor. In the event the 
$1.50 is not paid to the PCP for any member, it shall be 
refunded to DHH. 

Letter from rytercer to Ruth Kennedy dated "January 31, 
2012" and entitled "BAYOU HEALTH - Shared Savings 
Model Benchmark Development for Contract Periods 
Ending December 31,2012" 

(page 2, Paragraph 1) 
Effective July 1. the +Re Contractor will be paid $11.81 
$11.37 for enrollees in families and children programs 
and $18.19 $17.49 for enrollees with disabilities, elderly, 
foster care children, and pregnant woman. Effective 
August 1. 2012. the Contractor will be paid $10.24 for 
enrollees in families and children programs and $15.74 
for enrollees with disabilities. elderly; foster care 
children. and pregnant woman. IR aElElitieR, tl:le 
CeRtraeter will reeeive $1.3Q fer eael:l memBer tl:lat sl:lall 
Be t=JaiEl te tl:le Primary Care PreviEler (PCP) By tl:le 
CeRtraeter. IR tl:le eveRt tl:le $1.30 is Ret t=JaiEl te tl:le PCP 
fer aRY memBer, it sl:lall Be ref'=lREleEl te mm. 

Changes 
rate in 
response to 
budget 
reduction 

Replace Appendix E with: Updates 
actuarial 

Mercer Letter dated "July 10, 2012" and entitled letters 
"Amendment to CY 2012 Enhanced Primary Care Case 
Management Fee Estimate Methodology Letter." 

For the Period of July 1, 2012 to July 31, 2012 ONLY 

(See attached) 

Page 2 of4 
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RFP 305 
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CCN-S
MVA 
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PUR
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MVA 

Bayou Health - UHC Contract Amendment Attachment A-2 

Mercer Letter dated "July 10, 2012" and entitled 
"Amendment to CY 2012 Enhanced Primary Care Case 
Management Fee Estimate Methodology Letter." 

(Letter from Mercer to Ruth Kennedy, dated "January 31, 
2012" and entitled "BAYOU HEALTH - Shared Savings 
Model Benchmark Development for Contract Periods 
Ending December 31, 2012". 

NA 

Replace Appendix E with: Updates 
actuarial 

Mercer Letter dated '!July 27, 2012",and entitled "DRAFT letters 
Enhanced Primary Care Case Management Fee Estimate 
Methodology." 

For the Period of August 1, 2012 to December 31, 2012 

(See attached) 

Replace Appendix F with: Updates 
actuarial 

Mercer Letter dated "August 22, 2012" and entitled letters 
"BAYOU HEALTH - Shared Savings Model Benchmark 
Development for Contract Period August 1 through 
December 31, 2012 .. " 

(See attached) 

(New. Appendix MM is this text.) 
Providers are to use the current version of OMB Form No. 
0937-0166. 

Provides for 
providers 
use of 
current 
form. 

Page 3 of4 



Bayou Health - UHC Contract Amendment Attachment A·2 

Exhibit! 
Attachment Document 

Exhibit E 

Exhibit E 

7/1/2012 

RFP 305 7.1.2.6.3.2. The CCN may request to be notified by the 
PUR- provider, but shall not deny claims for payment based 
DHHRFP- solely on lack of notification, for the following: 
CCN-S-
MVA • Inpatient emergency admissions within forty-eight 

(48) hours of admission; 

• Obstetrical care (at first visit); and 

7.1.2.6.3.2. The CCN may request to be notified by the 
provider, but shall not deny claims for payment based 
solely on lack of notification, for the following: 

• Inpatient emergency admissions within ferty eigi:1t 
(48) 1:191::1FS one (1) business day of admission (Failure 
of admission notification after one business day may 
result in claim deniaJ); 

• Obstetrical admissions exceeding forty-eight (48) • Obstetrical care (at first visit); and 

RFP 305 
PUR
DHHRFP
CCN-$
MVA 

hours after vaginal delivery and ninety-six (96) hours 
after Caesarean section. 

(11.13.1 Fourth sub-bullet of third bullet) 
A Provider Directory (also must be available in searchable 
format on-line). 

• Obstetrical admissions exceeding forty-eight (48) 
hours after vaginal delivery and ninety-six (96) hours 
after Caesarean section. 

(11.13.1 Fourth sub-bullet of third bullet) 
A Provider Directory when specifically requested by the 
member (also must be available in searchable format on
line). 

Aligns Bayou 
Health 
policy with 
FFS policy. 

Eliminates 
unnecessary 
printing. 

Page40f4 



MERCER 

Amendment to CY 2012 Enhanced Primary Care Case Man~gement 
Fee Estimate Methodology Letter 

July 10, 2012 

This amendment includes revised Enhanced Primary Care Case Management (ePCCM) fees for 
the BAYOU HEALTH - Shared Savings Program effective July 1, 2012 to December 31, 2012. 

Enhanced primary care management fee estimates 

Revised ePCCM Fees: Based upon guidance from the Louisiana Department of Health and 
Hospitals (DHH) regarding its implementation of House Bill No. 1 Enrolled, the ePCCM fee 
structure has been modified to include a 3.7% reduction as requested by the State. 

r Enhanced primary care m'anagement TANF I LaCHIP-
fee estimates : . ." .~. related populations SSi-related popl,llations 

Total enhanced primary care management fee $ 11.37 $ 17.49 

Please note that the assumptions used in the January 27,2012, letter apply, unless revisions 
have been explicitly identified in this amendment. 

Mercer has developed estimates of the ePCCM fees on behalf of and in consultation with the 
State to support on-going program design decisions. Use of these enhanced primary care 
management fee estimates for any purpose beyond that stated may not be appropriate. 

, 
Potential BAYOU HEAL TH Shared Savings entities are advised that the use of these ePCCM fee 
estimates may not be appropriate for their particular circumstance and Mercer disclaims any 
responsibility for the use of these enhanced primary care management fee estimates by potential 
BAYOU HEALTH Shared Savings entities for any purpose. Mercer recommends that any 
organization considering contracting with the State should analyze its own projected expenses 
and any other costs for comparison to the rates offered by the State before deciding whether to 
contract with the State. 

This methodology letter assumes the reader is familiar with the BAYOU HEALTH Shared Savings 
program, Medicaid eligibility rules and actuarial rating techniques. It is intended for the State and 
should not be relied upon by third parties. Other readers should seek the advice of actuaries or 
other qualified professionals to understand the technical nature of ttiese results. This document 
should only be reviewed in its entirety. 

CONSULTING,OUTSOURCING. INVESTMENTS. 
MARSH & McLENNAN 

~~ COMPANIES 



MERCER 

Ms. Madeline McAndrew 
BAYOU HEAL TH Program Director 
Louisiana Department of Health and Hospitals 
Bureau of Health Services Financing 
628 North 4th Street 
P.O. Box 90230 
Baton Rouge, LA 70821-0629 

July 27,2012 

Sudha Shenoy, F.S.A, CERA, MAAA 

Government Human Services Consulting 
3560 Lenox Road, Suite 2400 

Atlanta, GA 30326, USA 
+ 1 404 442 3249 

Sudha.shenoy@mercer.com 

Subject: Enhanced Primary Care Case Management Fee Estimate Methodology 

Dear Madeline: 

In partnership with the State of Louisiana (State), Mercer Government Human Services Consulting 
(Mercer) developed revised estimates of the enhanced Primary Care Case Management (ePCCM) 
fees appropriate for the BAYOU HEALTH - Shared Savings program for the period of August 1, 
2012 t.e December 31, 2012. This letter presents an overview of the analyses and methodologies 
used to develop these ePCCM fee estimates. 

The ePCCM fees that will be paid by the State to the BAYOU HEALTH - Shared Savings entities 
on a per-member-per-month (PMPM) basis are to provide for all services provided by the BAYOU 
HEALTH - Shared Savings plans under their Contracts with the State. 

The ePCCM amounts were developed by Mercer and are dependent upon the Medicaid eligibility 
category of each enrollee and will be subject, in aggregate, to a reconciliation of the savings 
achieved under the program. 

All assumptions underlying the ePCCM fee estimates presented in this document have been 
developed based on the specifications outlined in the BAYOU HEALTH Contracts. To the extent 
that significant changes are made to the program in the future, these total ePCCM fee estimates 
may need to be adjusted. 

Program overview 
The BAYOU HEALTH - Shared Savings (BHSS) model functions as a State Plan program 
whereby primary care physicians (PCPs) join with a BHSS entity to create a formal and distinct 
network of PCPs to coordinate the full continuum of care while achieving budget and performance 
goals and benchmarks. 

Through contractual arrangements with the State, the BHSS entities and their PCPs provide the 
State with the ability to ensure accountability while improving access, coordinating care and 
promoting healthier outcomes. 

CONSULTING. OUTSOURCING. INVESTMENTS. 
MARSH & McLENNAN 
COMPANIES 



MERCER 

Page 2 
July 27,2012 

Ms. Madeline McAndrew 

Louisiana Department of Health and Hospitals 

Eligibility 
The following eligibility groups of Medicaid recipients are required to enroll in BAYOU HEALTH on 
a mandatory basis unless they meet any of the conditions for exclusion from participation: 

• Temporary Assistance for Needy Families (TANF) and TANF-related recipients 
• LaCHIP recipients 

Pregnant Women 
Breast and Cervical Cancer Program participants 
Aged, Blind and Disabled Individuals age 19 or older 

The following groups of Medicaid recipients will be allowed to participate in BAYOU HEAL TH on a 
voluntary basis, but will not be required to do so: 

• Supplemental Security Income (SSI) or Disability Medicaid Program recipients under age 19 
• Indians who are members of federally recognized tribes 

Children with special health care needs 
Children in foster care or other out-of-home placement or receiving adoption assistance 

Medicaid recipients in either a mandatory or voluntary enrollment group who meet one or more of 
the following conditions are excluded from participation in BAYOU HEALTH: 

• Individuals residing in a nursing facility or intermediate care facility for the developmentally 
disabled 

• Individuals receiving hospice services 
Individuals with Medicare coverage 
Individuals who are receiving services through the Tuberculosis Infected Individuals Program 
Individuals receiving services through a 1915(c) waiver 

• Individuals under the age of 21 who are listed on the New Opportunities Waiver Registry 
• Individuals enrolled in the Program of All-Inclusive Care for the Elderly 

Individuals with a limited eligibility period including Spend-down Medically Needy Program and 
Emergency Services Only participants 
Individuals enrolled in the LaCHIP Affordable Plan Program 
Individuals enrolled in the Take Charge Program 

MARSH & McLENNAN 
COMPANIES 
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July 27.2012 
Ms. Madeline McAndrew 
Louisiana Department of Health and Hospitals 

Covered services 
The BHSS entities must demonstrate the capacity to manage targeted populations through: 

• Care Management 
• Care Coordination 
• Utilization Management and Prior Authorization 
• Case Management 
• Chronic Care Management 
• Quality Management 
• Customer Service 

The BHSS entities must meet all the requirements outlined in their Contract, including, but not 
limited to, care management (e.g. quality, utilization management, case management, care 
coordination), provider monitoring and reporting. 

The ePCCM fee is payment-in-full for these services, with the exception of any payments or 
recoupments associated with the savings reconciliation. Claims for medical treatment or 
diagnostic services will continue to be paid by the State on a fee-for-service basis. 

Enhanced primary care management fee range development 
Data sources 
In support of the development of the ePCCM fee estimates, Mercer relied upon the following data 
sources: 

, 

• PayMonitor® database of employee salaries by job type 
• State enrollment projections for potential BHSS entities 

Additionally, Mercer relied upon their experience in working with PCCM, Disease Management 
and Medical Home Initiatives for other state Medicaid programs, as well as the expertise of Mercer 
clinicians familiar with the operation of similar programs in other populations. 

Enrollment assumptions 
In order to develop ePCCM fee estimates, it was necessary to make assumptions regarding the 
enrollment levels of the BHHS entities. For rate development, the State has requested a revised 
range of enrollment considering actual enrollment, and the range has been revised assuming a 
low enrollment of 30,000 and a high enrollment of 100,000. 

MARSH & McLENNAN 
COMPANIES 
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Page 4 
July 27,2012 
Ms. Madeline McAndrew 
Louisiana Department of Health and Hospitals 

Based on the available information and experience observed in similar programs, Mercer selected 
enrollment assumptions for this analysis that reflected a balance of the following factors: 

• ~xpected BHSS enrollment levels during the Contract period 
Realistic expectations for the economies of scale and management efficiencies that a 
well-managed BHSS entity should be able to achieve 

Fee components 
Based on the requirements outlined in the BAYOU HEALTH Contract, program costs were 
classified into the following seven components: 

Prior Authorization 
• Patient Centered Medical Home 
• Care Coordination 
• Case Management and Chronic Care Management 
• Customer Service" 
• Provider Monitoring and Services 
• Quality Management 

Each component was further divided into fixed and variable costs and total costs were estimated 
using a staffing and salary requirements and/or annual budget approach. In some cases, both 
methods were applied to different elements within the same component. 

Staffing and salary requirements approach 
Under the staffing and salary requirements approach, Mercer relied on specified staffing 
requirements and clinical expertise in conjunction with enrollment assumptions to develop 
estimates of the number of full time employees a well-managed BHSS entity would need to 
employ to fulfill their obligations under the Request for Proposal/Contract. Once appropriate 
staffing levels were estimated, salary requirements for each type of employee were used to 
estimate the cost of a particular component or subcomponent. Average yearly cash compensation 
levels for each position type were estimated based on Mercer's PayMonitor® and include 
provisions for the cost of additional benefits, such as medical insurance and retirement benefits, to 
compute the total compensation. 

MARSH & McLENNAN 
COMPANIES 
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Ms. Madeline McAndrew 

Louisiana Department of Health and Hospitals 

The number of employees and the total annual compensation levels were combined to produce 
total projected cost estimates. 

Annual budget approach 
Projected costs for a small subset of sUbcomponents were estimated using the annual budget 
approach. For these functions and duties, Mercer relied on its experience in working with similar 
programs and market research to develop annual budget estimates for the tasks required by the 
Contract. 

Variation in fee components estimates by population 
In accordance with the Contract, the State will pay distinct enhanced primary care case 
management fees for TANF/LaCHIP-related and SSI-related enrollees. As such, estimates of the 
enhanced primary care management fee component have been developed for each population. 
For the Patient-Centered Medical Home, Care Coordination; Customer Service, Provider 
Monitoring and Services, and Quality Management and Compliance Monitoring tasks within the 
enhanced primary care management fee component, BHSS entity costs are not expected to vary 
significantly based on the relative acuity of the population being served. 

For the remaining components (Le., Prior Authorization and Case Management and Chronic Care 
Management), however, staffing ratios for subcomponents related to specific functions, such as 
claims review, or that involve direct interaction with enrollees were adjusted to reflect differences 
in the prevalence of chronic diseases and the overall level healthcare needs between the two 
populations. The adjustments were developed based on a review of relevant literature, prevalence 
rates in similar populations in other states and the expertise of Mercer's clinicians. 

All cost projections were reviewed for reasonableness both individually and in total by Mercer 
clinicians with experience in operating similar programs. 

Account management and overhead 
To provide ePCCM services, there are account management and overhead costs that each BHSS 
entity must incur in addition to the components described above. These costs include, but are not 
limited to, facility costs, hardware and software costs and the cost of capital. 

Such costs are typically proportional to the total number of full time employees and/or the total 
operational cost of an entity. Provisions for account management and overhead costs were 
estimated based on experience observed in similar programs in other states and were reviewed 
for reasonableness by Mercer clinicians. 

MARSH & McLENNAN 
COMPANIES 
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Ms. Madeline McAndrew 

Louisiana Department of Health and Hospitals 

Enhanced primary care management fee estimates 
The estimates of the enhanced primary care management fees, developed by Mercer in 
consultation with the State, are comprised of the seven fee components plus account 
management and overhead costs. They are designed to be paid for each BHSS enrollee, 
regardless of which services they use. The PMPM enhanced primary care management fee 
estimates for each population for the CY 2012 contract period are summarized in the table below: 

Table 1 

Prior authorization 

Patient centered medi~1 home 

Care coordination 

Case management and chronic care management 

Customer service 

Provider monitoring and services 

Quality management 

Account management & overhead 
Total TANF/LA CHIP ePCCM Fee 

Prior authorization 

Patient centered medical home 

Care coordination 

Case management and chronic care management 

Customer service 

Provider monitoring and services 

Quality management 

Account management & overhead 

Total 551 ePCCM Fee 

$0.99 

$0.39 

$2.48 

$0.42 

$0.53 

$2.03 

$3.17 

$11.54 

$3.12 

$1.07 

$0.95 

$3.76 

$1.73 

$0.61 

$1.89 

$4.97 

$18.10 

$0.73 

$0.43 

$2.24 

$0.39 

$0.54 

$0.71 

$2.03 

$8.11 

$2.14 

$0.73 

$0.95 

$3.17 

$0.39 

$0.54 

$0.69 

$2.87 

$11.48 

MARSH & McLENNAN 
COMPANIES 
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Ms. Madeline McAndrew 

Louisiana Department of Health and Hospitals 

Please note that the cost projections made by Mercer in the development of the above fees 
include the allocation of certain costs across more than one of the seven components. Therefore, 
the removal of any of the seven components from the services in the Request for 
Proposal/Contract would require recalculation of the rates. The effect of the removal of a 
component is not necessarily the amount shown for that component in the above table. 

DHH has chosen the following rates within the above ranges effective 8/1/12-12131/12: 

• TANF/LaCHIP: $10.24 
• SSIIPregnant WomenlFoster Children: $15.74 

Savings reconciliation 
It is the expectation of the State that the BHSS model, with its additional fees, will achieve savings 
relative to the aggregate Per Capita Prepaid Benchmark (PCPB). To ensure the BHSS entities are 
held financially accountable, the State has established a savings determination process as a part 
of the BHSS contract for CY 2012. 

The State will periodically compare the actual aggregate cost of authorized services as specified 
in BHSS Request for Proposal/Contract, including the enhanced primary care case management 
fee for dates of services in the reconciliation period, to the aggregate PCPB. 

In the event that a BHSS entity exceeds the Per Capita Prepaid Benchmark in the aggregate, the 
BHSS entity will be required to refund up to 50% of the total amount of the enhanced primary care 
case management fees paid to the BHSS entity during the reconciliation period. Conversely, 
BHSS entities will be eligible for up to 60% of savings if the actual aggregate costs of authorized 
services, including enhanced primary care case management fees, are less than the aggregate 
PCPB. Due to limitations under the Medicaid State Plan preprint for section 1932(a) State Plan 
amendments, shared savings will be limited to 5% of the actual aggregate costs including the 
enhanced primary care case management fees paid. 

In preparing these estimates of the ePCCM fees, Mercer has used and relied upon eligibility and 
program design data and information supplied by the State. The State is responsible for the 
validity and completeness of the supplied data and information. We have reviewed the data and 
information for internal consistency and reasonableness, but we have not audited it. In our 
opinion, it is appropriate for the intended purposes. If the data and information are incomplete or 
inaccurate, the values shown in this report may need to be revised accordingly. 

The ePCCM fee estimates developed by Mercer are projections of future contingent events. 
Actual costs for BHSS entities will differ from these projections due to factors including, but not 

MARSH & McLENNAN 
COMPANIES 
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Ms. Madeline McAndrew 

Louisiana Department of Health and Hospitals 

limited to differences in business models and management techniques, the geographic area(s) in 
which an entity chooses to operate, the specific needs of an entity's enrollees and the efficiencies 
and economies of scale that an entity is able to achieve. As such, these estimates should be 
interpreted as having a likely range of variability. Furthermore, as noted above, significant 
variation between emerging experience and key assumptions underlying these fee estimates may 
warrant the State to revise this report accordingly. 

Mercer has developed estimates of the ePCCM fees on behalf of and in consultation with the 
State to support on-going program design decisions. Use of these enhanced primary care 
management fee estimates for any purpose. beyond that stated may not be appropriate. 

BHSS entities and potential future entities are advised that the use of these ePCCM fee estimates 
may not be appropriate for their particular circumstance and Mercer disclaims any responsibility 
for the use of these ePCCM fee estimates by potential BHSS entities for any purpose. Mercer 
recommends that any organization considering contracting with the State should analyze its own 
projected expenses and any other costs for comparison to the rates offered by the State before 
deciding whether to contract with the State. 

This methodology letter assumes the reader is familiar with the BHSS program, Medicaid eligibility 
rules and actuarial rating techniques. It is intended for the State and should not be relied upon by 
third parties. Other readers should seek the advice of actuaries or other qualified professionals to 
understand the technical nature of these results. This document should only be reviewed in its 
entirety. 

If you have any questions, please feel free to contact me at 404 442 3249 or Robert Butler 
at 850 294 9669. 

Sincerely, 

£"~~ 

Sudha Shenoy, F.S.A.,CERA, MAAA 
Principal 

MARSH & McLENNAN 
~Ji" COMPANIES 



MERCER 

Ms. Madeline McAndrew 
. BAYOU HEALTH Program Director 

Louisiana Department of Health and Hospitals 
628 North 4th Street 
Baton Rouge, LA 70821 

August22,2012 

Nicholas J. Simmons, FIA, FSA, MAAA 
Principal 

Sudha Shenoy, FSA, MAAA, CERA 
Principal 

Govemment Human Services Consulting 
3560 Lenox Road, Suite 2400 
Allanta, GA 30326 
4044423196 
Nick,Simmons@mercer,com 
4044423249 
Sudha,Shenoy@mercer,com 
www.mercer-govemment.mercer.com 

" .. ' " 

Subject: BAYOU HEALTH - Shared Savings Model Benchmark Development for Contract 
Period August 1 through December 31, 2012 

Dear Ms. McAndrew: 

The Louisiana Department of Health and Hospitals (DHH) contracted with Mercer Government 
Human Services Consulting (Mercer) to develop benchmark costs for the purpose of measuring 
savings achieved by Shared Savings program under the BAYOU HEALTH Program. These 
benchmarks are to cover the period from August 1 through December 31,2012. Based on 
discussions with DHH, Mercer has updated the benchmark costs contained in our January 31, 
2012 letter to reflect the following changes: 

• Included certain Home and Community-Based Services (HCBS) Waiver populations. 
• Fine tuned the integration of specified mental health services with Louisiana Behavioral 

Health Partnership (LaBHP) to reflect final coverage decisions. 
• Reflected changes in fee-for-service (FFS) pricing. 

- Private provider rate cuts of 3.7% for non-hospital and non-physician services. DHH 
specified physician services, except for those specified by DHH to be covered at 100% 
of Medicare based on the Affordable Care Act (ACA) in 2013, are cut by 3.4%. In 
addition, caesarean deliveries are reimbursed at the same rate as vaginal deliveries and 
Consult codes are replaced with Evaluation and Management (E&M) codes with the 
corresponding level of care. These fee schedule changes were effective July 1 , 2012. 

- Emergency transportation rate cut of 5% effective July 1, 2012 and then 5.25% effective 
August 1, 2012. . 

- Provider payment cuts of 3.7% to children's and private hospitals and 10% cuts to state 
hospitals effective August 1,2012. 

This letter presents an overview of the methodology used in Mercer's benchmark development 
process. Although there are no specific requirements of the Centers for Medicare and Medicaid 

CONSULTING, OUTSOU RCING. INVESTM E NTS. 
MARSH & MCLENNAN 

~I" COMPANIES 
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Louisiana Department of Health and Hospitals 

Services (CMS) concerning benchmark development, nor any requirement that the benchmarksbe r 

be actuarially certified, we have participated in a series of discussions between the State"and 
CMS and we know that CMS has a significant Interest in understanding how the benchmarks 
were developed. This benchmark development process was based on Medicaid 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 this 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 1st 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: 

• 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 outside 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 appropriate for reconciling against 
Shared Savings program costs that will include the GME element of the per diems. Since the 
costs coordinated by the Shared Savings program 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. 

_.,--- ._------,----, 
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Using prescription drug costs net of rebates in both benchmark and actual costs guards against 
sharing tob large of a savings but doeS suggest that benchmarks be updated-in the event of any 
material changes in the State's rebate structur.e or results. 

Since DHH 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 resulting targets in a manner comparable to that to be 
used for Prepaid Model program rates to account for health risk differences between the various 
Shared Savings plans and between the Shared Savings program as a whole and the Prepaid 
program. 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 
containing information on outlier claims paid outside of the MMIS system, fraud and abuse 
recoupments, prescription drug rebates, and inpatient and outpatient hospital cost settlements. 
These payments/recoupments 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 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 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 the appropriate 
unique enrollment record to use - typically the SSI record. 

Claims Data 
Mercer used SFY10 and SFY11 FFS data as the data source for the development of benchmark 
costs. The FFS data reflects the actual medical expenses to DHH of providing healthcare 
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coverage for the Shared Savings program eligibte 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 program. 

Adjustments were made to the FFS data to reflect the complete cost of an actuarially equivalent 
population for the Shared Savings program 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. 

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 
0.42% in SFY10 and 0.44% 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 0 and SFY11. 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 -0.09% in SFY1 0 and -0.18% in SFY11. 

Graduate Medical Education (GME) - Hospital per diem rates used to make payments for 
care coordinated by the Shared Savings program 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 -9.96% of the total pharmacy and non-pharmacy claims cost In 
SFY10 and -12.28% in SFY11. 

Inpatient, Outpatient Hospital Cost Settlements, and Supplemenlal Payments to High 
Medicaid Community Hospitals - LSU state hospitals and outpatient hospitals receive 
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settlements based on cost reports. Certain "High Medicaid Community HQspitals" also receive 
-supplemental payments that-are provided for in the State plan. Mercer applied adjustments of 
0.88% in SFY10 and 0.83% in SFY11 tQ capture the impact of cost settlements made outside of 
the MMIS. 

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

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

• Medicare Dually Eligible Individuals; 
• Chisholm Class Members; 
• Individuals Receiving Medicaid Hospice Services; 
• Individuals Residing in Long Term Care Facilities (Nursing Home, ICFIDD); 
• Individuals Receiving Services for Three Months or Less (Medically Needy Spend-down); 
• Undocumented Immigrants Eligible for Emergency Services Only; 
• Enrollees receiving single service (family planning only); and 
• LaCHIP Affordable Plan. 

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

• Services provided through DHH's Early-Steps Program; 
• Dental Services; 
• ICF/DD Services; 
• Hospice; 
• Personal Care Services (EPSDT and L T -PCS); 
• Nursing Facility Services; 
• School-based Individualized Education Plan Services provided by a school district and billed 

through the intermediate school district, or school-based services funded with certified public 
expenditures including school nurses; 
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• Home a.~ Community Based Waiver Services; :"I'r. 
• FQHC services with specified primary behavioral health diagnosis codes; 
• Hospital inpatient and outpatient, including emergency room, services with specified primary 

behavioral health diagnosis codes; 
• Hospital inpatient acute detoxification services; 
• Targeted Case Management Services; 
• Durable Medical Equipment (DME); 
• Orthotics and Prosthetics; 
• Non-emergency transportation, including post-stabilization hospital-to-hospital 

transportation; and 
• Specialized Behavioral Health drugs 

Client participation amounts - Costs associated with "spend-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 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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SS. 

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

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

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

• 6 -13 Years, Male and Female 

Family & Children • 

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

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

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

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

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

Foster Care' Children, All Ages Breast and Cervical Cancer, All Ages 

HCBSWaiver 

• 0-18 Years, Male and Female • 19+ Years, Male and Female 

Maternity Klckpayment 

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

• health care economic indices such as Consumer Price Index for the South-Atlantic region; 
• Mercer's regression analysis applied to trends exhibited in the FFS claims data; 
• trends in other State Medicaid programs for similar populations; and 
• judgment regarding economic outlook balancing a variety of sources. 

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

CONSULTING. OUTSOU RCING. INVESTM E NTS. 
MARSH & McLENNAN 

~D' COMPANIES 



MERCER 

Page 8 
August 22, 2012 
Ms. Madeline McAndrew 
Louisiana Department of Health and Hospitals 

SSI Inpatient Hospital 

SSI Outpatient Hospital 

SSI Primary Care Physician 

SSI Specialty Care Physician 

SSI FQHC/RHC 

SSI EPSDT 

Certified Nurse PractitionerS/Clinical 
SSI Nurse 

SSI Lab/Radiology 

SSI Home Health 

SSI Emergency Transportation 

SSI Rehabilitation Services (OT, PT, ST) 

SSI Clinic 

SSI Family Planning 

SSI Other 

SSI Prescribed Drugs 

SSI Emergency Room 

SSI Basic Behavioral Health 

Family and Children Inpatient Hospital 

Family and Children Outpatient Hospital 

Family and Children Primary Care Physician 

Family and Children Specialty Care Physician 

Family and Children FQHC/RHC 

Family and Children EPSDT 

Certified Nurse Practitioners/Clinical 
Family and Children Nurse 

Family and Children Lab/Radiology 

CONSUlTING. OUTSOURCING. INVESTMENTS. 

0.38% 

4.51% 

1.76% 

1.76% 

1.76% 

1.76% 

1.76% 

1.76% 

1.76% 

2.51% 

1.76% 

1.76% 

1.76% 

1.77% 

0.75% 

4.51% 

1.76% 

0.25% 

3.51% 

1.51% 

1.51% 

1.51% 

1.51% 

1.51% 

1.76% 

0.00% 

2.52% 

0.00% 

0.00% 

2.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

2.52% 

0.00% 

0.00% 

2.52% 

0.00% 

0.00% 

2.00% 

0.00% 

0.00% 

0.00% 
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0.38% 

7.14% 

1.76% 

1.76% 

3.80% 

1.76% 

1.76% 

1.76% 

1.76% 

2.51% 

1.76% 

1.76% 

1.76% 

1.77% 

0.75% 

7.14% 

1.76% 

0.25% 

6.12% 

1.51% 

1.51% 

3.54% 

1.51% 

1.51% 

1.76% 



MERCER 

Page 9 
August22,2012 
Ms. Madeline McAndrew 
Louisiana Department of Health and Hospitals 

I~{~j'i?~ . 1~~ " • of, "!;~";. ''f''' -,c;~w;'1i$: 
:[~(1).~'iaAsc!iiBtlci.~~·::,oj::r.'%G.l'1'~ 

".." .... ; " ,~.");.''' •. ,. '.: .... jl;·::·'oc"·'.:~:'~"" j;,," ~~:tf .. ,,~ ~~~:;;~~~';·~·"'·~;,·~~-<';~;"··'···~~~II '·~"':~~"~ 
I'AGP~Sl~_sm[tic;tn1~~i::m=~Ii',~;:~:aift.Jii:' l!Itilizatij)niSl 

Family and Children Home Health 1.76% 

Family and Children Emergency Transportation 2.51% 

Family and Children Rehabilitation Services (OT, PT, ST) 1.76% 

Family and Children Clinic 1.51% 

Family and Children Family Planning 1.51% 

Family and Children Other 1.76% 

Family and Children Prescribed Drugs 0.75% 

Family and Children Emergency Room 3.51% 

Family and Children Basic Behavioral Health 1.51% 

Foster Care Children Inpatient Hospital 0.38% 

Foster Care Children Outpatient Hospital 4.51% 

Foster Care Children Primary Care Physician 1.76% 

Foster Care Children Specialty Care Physician 1.76% 

Foster Care Children FQHC/RHC 1.76% 

Foster Care Children EPSDT 1.76% 

Certified Nurse Practitioners/Clinical 
Foster Care Children Nurse 1.76% 

Foster Care Children Lab/Radiology 1.76% 

Foster Care Children Home Health 1.76% 

Foster Care Children Emergency Transportation 2.51% 

Foster Care Children Rehabilitation Services (OT, PT, ST) 1.76% 

Foster Care Children Clinic 1.76% 

Foster Care Children Family Planning 1.76% 

Foster Care Children Other 1.76% 

Foster Care Children Prescribed Drugs 0.75% 

Foster Care Children Emergency Room 4.51% 

Foster Care Children Basic Behavioral Health 1.76% 

1_(·~· I.pM'J • ~1.. -.' ".'Ii ' ;:;:r:, 
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0.00% 1.76% 

0.00% 2.51% 

0.00% 1.76% 

0.00% 1.51% 

0.00% 1.51% 

0.00% 1.77% 

0.00% 0.75% 

2.53% 6.12% 

0.00% 1.51% 

0.00% 0.38% 

2.52% 7.14% 

0.00% 1.76% 

0.00% 1.76% 

2.00% 3.80% 

0.00% 1.76% 

0.00% 1.76% 

0.00% 1.76% 

0.00% 1.76% 

0.00% 2.51% 

0.00% 1.76% 

0.00% 1.77% 

0.00% 1.76% 

0.00% 1.76% 

0.00% 0.75% 

2.52% 7.14% 

0.00% 1.76% 
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Breast and Cervical Cancer Inpatient Hospital 

Breast and Cervical Cancer Outpatient Hospital 

Breast and Cervical Cancer Primary Care Physician 

Breast and Cervical Cancer Specialty Care Physician 

Breast and Cervical Cancer FQHC/RHC 

Breast and Cervical Cancer EPSDT 

Certified Nurse Practitioners/Clinical 
Breast and Cervical Cancer Nurse 

Breast and Cervical Cancer Lab/Radiology 

Breast and Cervical Cancer Home Health 

Breast and Cervical Cancer Emergency Transportation 

Breast and Cervical Cancer Rehabilitation Services (OT, PT, ST) 

Breast and Cervical Cancer Clinic 

Breast and Cervical Cancer Family Planning 

Breast and Cervical Cancer Other 

Breast and Cervical Cancer Prescribed Drugs 

Breast and Cervical Cancer Emergency Room 

Breast and Cervical Cancer Basic Behavioral Health 

HCBSWaiver Inpatient Hospital 

HCBSWaiver Outpatient Hospital 

HCBSWaiver Primary Care Physician 

HCBS Waiver Specialty Care Physician 

HCBS Waiver FQHC/RHC 

HCBS Waiver EPSDT 

Certified Nurse Practitioners/Clinical 
HCBS Waiver Nurse 

HCBSWaiver Lab/Radiology 

CONSULTING. OUTSOURCING. INVESTMENTS. 

0.38% 

4.51% 

1.76% 

1.76% 

1.76% 

1.77% 

1.76% 

1.76% 

1.76% 

2.51% 

1.76% 

1.76% 

1.76% 

1.77% 

0.75% 

4.51% 

1.76% 

1.76% 

5.77% 

3.76% 

3.76% 

3.76% 

3.76% 

3.76% 

6.51% 

0.00% 

2.53% 

0.00% 

0.00% 

2.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

0.00% 

2.52% 

0.00% 

0.00% 

2.79% 

0.00% 

0.00% 

2.00% 

0.00% 

0.00% 

0.00% 
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0.38% 

7.15% 

1.76% 

1.76% 

3.80% 

1.77% 

1.76% 

1.76% 

1.76% 

2.51% 

1.76% 

1.76% 

1.76% 

1.77% 

0.75% 

7.14% 

1.76% 

1.76% 

8.72% 

3.76% 

3.76% 

5.84% 

3.76% 

3.76% 

6.51% 
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HCBS Waiver Home Health 6.51% 0.00% 

HCBSWaiver Emergency Transportation 5.51% 0.00% 

HCBS Waiver Rehabilitation Services (OT, PT, ST) 6.51% 0.00% 

HCBS Waiver Clinic 3.76% 0.00% 

HCBSWaiver Family Planning 3.76% 0.00% 

HCBS Waiver Other 6.51% 0.00% 

HCBS Waiver Prescribed Drugs 5.84% ..Q.18% 

HCBS Waiver Emergency Room 6.19% 2.59% 

HCBS Waiver Basic Behavioral Health 3.76% 0.00% 

Maternity Kickpayment Maternity Kickpayment 0.00% 0.00% 

The overall annualized PMPM trend assumption for the Shared Savings program is 1.94%. 

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 fully reflected in the base data. These adjustments were mutually 
exclusive and made only once in the benchmark setting process. 

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

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

Outpatient Hospital Fee Schedule Changes 
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6.51% 

5.51% 

6.51% 

3.76% 

3.76% 

6.51% 

5.66% 

8.93% 

3.76% 

0.00% 
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Children's Specialty Hospitals :~ 
Effective for dates of service on or after August 1, 2012, the reimbursement paid to,children's 
specialty hospitals for clinical diagnostic laboratory, rehabilitation services, and outpatient 
hospital facility fees for office/outpatient visits is reduced by 3.7% of the fee schedule on file 
as of January 1, 2011. 

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

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

Through August 3, 2009, non-state and non-rural outpatient hospitals were cost settled at 
83.18% of cost. From August 4,2009 through February 2,2010, these hospitals were cost 
settled at 78.48% of cost. From February 3, 2010 through July 31,2010, these hospitals were 
cost settled at 74.56% of cost. From August 1, 2010 through December 31,2010, these 
hospitals were cost settled at 71.13% of cost. From January 1, 2011 through July 31, 2012, 
these hospitals were cost settled at 69.71 % of allowable cost. From August 1, 2012 forward, 
these hospitals' cost settlements are to be reduced by 3.7% of allowable cost as calculated 
through the cost report settlement process, making final reimbursement 67.13%. 

State Hospitals 
Effective for dates of service on or after August 1, 2012, the reimbursement paid to state 
hospitals for outpatient clinical diagnostic laboratory services, surgeries, rehabilitation services, 
and hospital facility fees for office/outpatient visits is reduced by 10.0% of the fee schedule on 
file as of July 31, 2012. 
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. ' ," Through July 31, 2012, state hospitals were cost settled at 100.0% of allowable cost for other,' 
outpatient services. From August 1,2012 forward, these hospitals' cost settlements are to be 
reduced by 10.0% of allowable cost as calculated through the cost report settlement process, 
making final reimbursement 90.0%. 

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

Clinical Services-End Stage Renal Disease Facilities Non-Medicare Claims 
Reimbursement Rate Reduction 
Various changes, most recently, effective for dates of service on or after July 1, 2012, 
the reimbursement to ESRD facilities was reduced by 3.7% of the rates in effect on 
January 1, 2011. 

Non-Emergency Medical Transportation - Most recently, effective for dates of service on 
or after July 1, 2012, the reimbursement rates for non-emergency, non-ambulance medical 
transportation services was reduced by 3.7% of the rates in effect on January 1, 2011. 

Emergency Medical Transportation - Most recently, effective on or after August 1, 2012, the 
reimbursement rates for emergency ambulance transportation services is reduced by 5.0% of 
the rate on file as of July 1, 2012. 

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 8.44% for SFY1 0 and 3.58% for SFY11. 
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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 SFY10 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 
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cost. Using state wide figures results in greater data credibility and reduces the impact of 
random fluctuations exhibited by th'e data . 

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

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

Risk Adjustment 
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 program as a whole enroll a more or less costly 
population than the parallel Prepaid 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 this supplied data and information. We have reviewed the data and information 
for internal consistency and reasonableness but we did not audit it. In our opinion it is 
appropriate for the intended purposes. If the data and information are incomplete or inaccurate, 
the values shown in this report may need to be revised accordingly. 
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The benchmark PMPMs in Attachment A were developed in accordance with generally , 
accepted actuarial pr~ctices and principles and are appropriate for the Medicaid covered 
populations and services under the Shared Savings program contract. 

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 
DHH to form a basis for calculating sharable savings under the Shared Savings 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 program implementation such 
that the benchmarks may become, in retrospect, either excessive or overly difficult to achieve. 

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 DHH 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 DHH, 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 call Nick 
Simmons at 404 4423196 or Sudha Shenoy at 4044423249. 

Sincerely, 

lk~~ 
Nicholas J Simmons, FIA, FSA, MAAA 
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STATE OF LOUISIANA 
DIVISION OF ADMINISTRATION 

BA-22 (Revised 10/2005) 

Date: 11/14/2012 Dept/Budget Unit/Program #: 09-306 / Prg 300 

Dept/Agency/Program Name: DHH / Medical Vendor Administration / MVP OCR/CFMS Contract #: 708075 

12 Agency/Program Contract #: 057746 

Fiscal Year for this BA-22: 2012-2013 BA-22 Start/End Dates: 07/01/12 06/30/13 
(yyyy-yy) , (Start Date) ---- . '- ---

(End Date) 

Multi-year Contract (Yes/No): Yes If "Yes", provide contract dates: 

02101/12 01/31/15 
(Start Date) (End Date) 

- _ .. .. ... . 
---"'"-'---~ 

_ ~. __ J ,;;. 

United Healthcare of Louisiana 72107400801 
(ContractorNendor Name) , 

(ContractorNendor No.) - .' 

Contractor will provide enhanced primary care case management to Medicaid Enrollees in Community Care Network {CCN}. 
(Provide , a statement of ·Services Provided") 

Contract Amendment (Yes/No): Yes Amendment Start/End Dates: 07/01/12 06/30/13 
(Start Date) 

~ 
(End Date) 

Contract Cancellation (Yes/No): No Date of Cancellation: 

Respond to budget reductions by reducing the per member per month EPCCM that DHH pays the shared-savings plans. 
(Provide rationale for amendment or cancellation) 

-- THis information is to]!)j)proviCied atlthe A'g:encW1Pcr.QgJ:am IliiVeII 
MEANS OF FINANCING AMOUNT 

I Current Year II % I Total Contract % 

State General Fund $0 0.0% $0 0.0% 
Interagency Transfers $0 0.0000 $0 0.0000 
Fees and Self Gen. $0 0.0% $0 0.0% 
Statutory Dedication $0 0.0% $0 0.0% 
Federal $0 0.0000 $0 0.0000 
TOTALS $14,865,060 0.0% $82,896,230 0.0% I 

j§~gjfi'source!(~grant,name'Jfund name,~/AT sendlng'agency and revenue so~ m nd;so'iiij:e, etc}} =:::J 
Are revenue collections for funds utilized above in line with budgeted amounts? (Yes/No) 
If not, explain. 

lihis informatio'!Jis to be provided ,atlthe Agincy,/Prggram Level 
Name of Object Code/Category: N/A 
Object Code/Category Number: N/A 
Amount Budgeted: N/A 
Amount Previously Obligated: N/A 
Amount this BA-22: $14,865,060 
Balance: N/A 

The approval 01 ~enUOned lZ.".~twlll not cau.e"d •• g.nCY/P"","'m~ defi,;t 

~gy/Prg Contact: J w.. () n Reviewed/Approved By: (~ 
Name: Jiflice J. Hill fJ Name: Darryl JohQSdrV / 

Title: Medicaid Program Monitor Title: Section <ifflief .......... 
Phone: 225-342-2755 Phone: 225-342-9480 

r FcOR'AGENCY USE ONLY 
~ ~ 

1:1 

AGENCY PROGRAM ACTIVITY ORGANIZ. OBJECT REPTCAT AMOUNT 
306 300 N/A N/A N/A N/A 14,865,060 




