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January 12, 2016

Ms. Lori Coyner

Director of Health Analytics
Oregon Health Authority
500 Summer Street N.E.
Salem, OR 97301

Subject: Oregon Health Plan CY2016 Mental Health Organization Rate Development
Dear Lori:

Thank you for the opportunity to assist the Oregon Health Authority (OHA) with the development of the
January — December 2016 Mental Health Organization (MHO) capitation rate ranges. It was a pleasure
to work with your team throughout this project. The following report summarizes the methodology
used for the development of the capitation rate ranges, effective January 1, 2016 — December 31, 2016.
We have also provided our actuarial certification for these rate ranges, compliant with CMS guidelines
and requirements. Please send me an e-mail at zachary.aters@optumas.com or call me at 480.588.2495
if you have any questions.

Sincerely,

eg

Zachary Aters, ASA, MAAA
Senior Actuary, Optumas

CC: Steve Schramm, Optumas
Jessica Grado, Optumas
Barry Jordan, Optumas

www.Optumas.com Schramm Health Partners, LLC
7400 East McDonald Dr, Suite 101

Scottsdale AZ 85250

480.588.2499 main

480.315.1795 fax
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1. Background

Since September 2012, the State of Oregon has contracted with Coordinated Care Organizations (CCOs)
to provide coordinated care to its Medicaid-eligible population; there are currently 16 CCOs that will
cover the population in 2016. The goal of the CCO program is to achieve the triple aim of better health,
better health care, and lower per capita cost. As of September 2014, 90% of the Oregon Health Plan
(OHP) members were enrolled in CCOs for one or more of Physical Health, Mental Health, and Dental
services, while 10% were enrolled in Fee-for-Service (FFS). As part of the process to transition care to
CCOs, one Mental Health Organization (MHO) still remains in effect: Greater Oregon Behavioral Health,
Inc. (GOBHI).

Populations covered within the MHO program are categorized into the following major categories of aid:

Temporary Assistance to Needy Families (TANF)

Poverty Level Medical (PLM) Adults

PLM, TANF, and Children’s Health Insurance Program (CHIP) Children

Blind, Disabled, and General Assistance Client (AB/AD) and Old Age Assistance (OAA)
Children in Adoptive, Substitute, or Foster Care (CAF)

Affordable Care Act (ACA) Adults

ounkwNneE

The populations noted above are covered in the following counties:

Baker, Clatsop, Columbia, Douglas, Gilliam, Grant, Harney, Hood River, Lake, Malheur, Morrow,
Sherman, Umatilla, Union, Wallowa, Wasco, and Wheeler.

The remainder of this report provides further detail surrounding the data, assumptions, and
adjustments used to develop the CY 2016 MHO capitation rates. The appendices contain substantiation
and summaries related to the rate development that may provide insight into particular adjustments
and/or the overall rate methodology.
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2. Rate Development Process

The goal of the rate development process was to develop actuarially sound rate ranges using a
methodology that is consistent with all applicable guidelines and Actuarial Standards of Practice
(ASOPs):

e ASOP 5 —Incurred Health and Disability Claim

e ASOP 23 — Data Quality

e ASOP 41 — Actuarial Communications

e ASOP 49 — Medicaid Managed Care Capitation Rate Development and Certification

These rate ranges are then used to guide the payment rate selection that is thought to best reflect the
inherent risk of the covered population under the MHO program, matching payment to risk across all
cohorts. The following rating categories of aid (COAs) are included in the CY16 MHO rate development:

TANF Temporary Assistance to Needy Families (TANF) - Ages 19 to 64

PLMA Poverty Level Medical (PLM) Female Adults

CHILD 00-01 PLM, TANF, and CHIP - Age Under 1

CHILD 01-05 PLM, TANF, and CHIP - Ages 1 to 5

CHILD 06-18 PLM, TANF, and CHIP - Ages 6 to 18

DUAL-MEDS Blind, Disabled, and General Assistance Client (AB/AD) and Old Age Assistance (OAA) - Duals
ABAD & OAA | Blind, Disabled, and General Assistance Client (AB/AD) and Old Age Assistance (OAA) - Non-Duals
CAF Children in Adoptive, Substitute, or Foster Care

ACA 19-44 Affordable Care Act (ACA) - Expansion Male and Female Adults Ages 19-44

ACA 45-54 Affordable Care Act (ACA) - Expansion Male and Female Adults Ages 45-54

ACA 55-64 Affordable Care Act (ACA) - Expansion Male and Female Adults Ages 55-64

Optumas used the following data sources to develop the base data for the MHO rates:

1. CY14 reported expenditures, provided by Greater Oregon Behavioral Health, Inc. (GOBHI) at an
aggregate level by quarter.

2. CY14 membership for the MHO population, by quarter and COA.

3. CY15 MHO rates (net non-medical load) by COA and COS, which were used to develop relativity
factors to split out the aggregate base data by COA and COS.

Since reliable encounter data was not available for the MHO population, Optumas used CY14 reported
financials provided by GOBHI and CY14 enroliment data provided by OHA, as the primary data source for
the mental health rate development. This data was used to develop a single PMPM for the entire MHO
population. As reported financials are not provided at the COA and COS level, an adjustment was made
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to allocate reported expenditures by COA and COS, utilizing the relativity inherent CY15 MHO rates, net
of non-medical load.

The reported base data, as well as the COA/COS relativity adjustment discussed above, can be found in
Appendix I.C.

Once the COA/COS relativity adjustment was applied, the base data was trended forward two years,
from CY14 to CY16. Given the limited level of detail in the data available for the MHO population, the
trend utilized in the development of the MHO rates relies on the Mental Health Inpatient and Non-
Inpatient trend developed for the Central/Eastern region in the mainstream CCO rate development
process; this region was chosen since over 99% of the MHO enrollment resides in counties that make up
the Central/Eastern CCO region. This trend relies on a combination of CCO reported expenditures,
encounter data, and trend experience for behavioral health services in other programs. Lower bound
and upper bound utilization, unit cost, and PMPM trends, by COA, can be found in Appendix I.D.

Historically, administrative allowance for the MHO program has been developed at a level 8% of the
capitation rates. Upon review of both the administrative and profit levels reported in the GOBHI
financial submission, Optumas has developed a non-medical load range of 9-11% at the lower and upper
bound, respectively. This is made up of an 8-10% administrative load, plus a 1% profit margin.

Effective October 1st, 2009, a hospital reimbursement adjustment (HRA) was added to the capitation
rates for FCHPs, PCOs, and MHOs to bring DRG hospital reimbursement from 80% of cost to 100% of
cost. Per actions taken by the 2011 Oregon legislative session, the Tier 1 HRA is now intended to bring
DRG hospital reimbursement from 68% of Medicare to 100% of Medicare. While Tier 2 HRA is an
additional enhancement in the capitation rates that provides an allowance for additional provider tax
instituted by the 2011 Oregon legislative session; while applicable to the CCO rates, this is not applicable
in the MHO rates, and therefore has not been applied.

Tier 1 HRA is calculated as a 32% load on Mental Health Inpatient hospital services, prior to any other
non-medical load. In addition to the Tier 1 load, an administrative component for the handling of Tier 1
HRA funding has been included as a 2% load on the resulting Tier 1 HRA PMPM built into the rates.

The Health Insurance Provider’s Fee is not applicable to the MHO rates, as GOBHI is not subject to the
fee.

4|Page
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Once the actuarially sound capitation rate ranges are developed, OHA determines its selection within
the ranges. This selection is used to determine the capitation rates to be paid to the GOBHI during the
CY16 contract period. Per CMS guidelines, the budget selection was not incorporated within the rate
development process nor in the actuarially sound capitation rate ranges; however, once the rate ranges
were developed, Optumas assisted OHA in selecting a payment rate for each COA. In general, the
payment percentile selections are consistent with those used in the payment rates chosen for the CCO
rates, by category of aid:

1. PLMA, CHILD 00-01, DUAL-MEDS, and CAF cohorts: 25" percentile
2. TANF, CHILD 01-05, CHILD 06-18, and ABAD & OAA (Non-Duals): 10" percentile
3. ACA cohorts (ACA 19-44, ACA 45-54, and ACA 55-64): 20" percentile

A summary of the rate range development can be found in Appendix I.E.

The resulting payment rates, by COA, can be found below:

COA Lower Bound Upper Bound Payment Percentile Payment Rate
TANF $20.06 $21.54 10% $20.21
PLMA $6.73 $7.22 25% $6.85
CHILD 00-01 $0.46 $0.49 25% $0.47
CHILD 01-05 $4.86 $5.22 10% $4.89
CHILD 06-18 $33.67 $36.14 10% $33.92
ABAD & OAA Duals $28.38 $30.47 25% $28.90
ABAD & OAA Medicaid Only $121.75 $130.63 10% $122.64
CAF $284.09 $305.01 25% $289.32
ACA 19-44 $22.01 $23.61 20% $22.33
ACA 45-54 $26.02 $27.90 20% $26.40
ACA 55-64 $28.44 $30.50 20% $28.86

The table below shows the rate change between the CY15 and CY16 MHO rates, by COA:

COA CY15 Q1 MMs CY15 Rate CY16 Rate Change
TANF 158 $20.08 $20.21 0.6%
PLMA 70 $6.74 $6.85 1.7%
CHILD 00-01 24 $0.45 $0.47 3.7%
CHILD 01-05 339 $4.77 $4.89 2.6%
CHILD 06-18 873 $33.06 $33.92 2.6%
ABAD & OAA Duals 8,250 $27.90 $28.90 3.6%
ABAD & OAA Medicaid Only 914 $119.35 $122.64 2.8%
CAF 1,002 $278.93 $289.32 3.7%
ACA 19-44 684 $21.55 $22.33 3.6%
ACA 45-54 202 $25.47 $26.40 3.6%
ACA 55-65 262 $27.84 $28.86 3.6%
Total 12,777 $53.21 $55.05 3.5%
Opiuma‘s, Risk | Strategy | Reform 5|Page
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3. Rate Certification

I, Zach Aters, Senior Actuary at Optumas, Member of the American Academy of Actuaries (MAAA), and
an Associate of the Society of Actuaries (ASA), am certifying the calculation of the rate ranges and
associated payment rates. OHA’s rate selections fall within the certified rate ranges. Section 2.04
contains the final capitation rates for all cohorts. | meet the qualification standards established by the
American Academy of Actuaries and have followed the practice standards established from time to time
by the Actuarial Standards Board.

The capitation rates provided with this certification are considered actuarially sound for purposes of the
42 CFR 438.6(c), according to the following criteria:

= The capitation rate ranges have been developed in accordance with generally accepted actuarial
principles and practices;

= The capitation rate ranges and associated payment rates are appropriate for the populations to
be covered, and the services to be furnished under the contract; and

= The capitation rate ranges meet the requirements of 42 CFR 438.6(c).

The actuarially sound rate ranges and payment rates that are associated with this certification are
effective January 1, 2016 through December 31, 2016 for the Oregon MHO managed care program.

The actuarially sound capitation rate ranges and associated payment rates are based on a projection of
future events. Actual experience may vary from the experience assumed in any rate picked within the
rate ranges. The capitation rates offered may not be appropriate for any specific Managed Care Entity
(MCE). An individual MCE should review the rates in relation to the benefits that it is obligated to
provide to the covered population and to its specific business model. The MCE should evaluate the
rates in the context of its own experience, expenses, capital, surplus, and profit requirements prior to
agreeing to contract with OHA. As a result of this evaluation, the MCE may require rates above, within,
or below the actuarially sound rate range and payment rate associated with this certification.

Please feel free to contact me at 480.588.2495 for any additional information.

ey

Zach Aters, ASA, MAAA
Senior Actuary, Optumas

Sincerely,
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4. Appendices
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Appendix I.A: CMS Ratesetting Checklist

Subsection AA. 1 - General

plan

AA.1.0 Overview of rates being paid under the contract v See Section 2.

AA.1.1  Actuarial Certification v See Section 3.
The table in section 2.04 include the CY15 and CY16

1.2 jecti i 4 . .

AA Projection of expenditures MHO capitation rates, on a PMPM basis by COA.

AA.1.3  Risk contracts v
The rates certified in this report are effective January

AA.1.4  Modifications v 1, 2016 to December 31, 2016. No modifications are
anticipated during the contract period.

AA.1.5 N/A N/A There is no item AA.1.5 in the CMS Checklist

AA.1.6  Limit on payment to other providers v

AA.1.7  Risk and Profit v See Section 2.03.

AALS  Family Planning enhanced match v Family Planning services are not provided under the
MHO contract.

AA.1.9 I,:glti:, Health Service (IHS) Facility enhanced v Indian Health Services are provided via FFS.

. Development of rates for newly eligible adults are

AA.1.10 Newly eligible enhanced match consistent with CMS quidance.

AA.1.11 Retroactive adjustments v N/A

Subsection AA. 2 — Base Year Utilization and Cost Data

Based onlv Ubon services covered under the State The base data only includes costs directly related to
AA.2.0 yup v services covered under the State Plan. See Section

2.01.

Opiuma‘f:’/ Risk

Reform

Strategy

9|Page




Appendix I. Rate Development | Optumas

Compliance

January — December 2016 Rate Comments

Provided under the contract to Medicaid-eligible

The certified payment rates are only for Medicaid-

AA21 . . 4 eligible individuals included under the managed care
individuals .
contract. See Section 2.01.
AA.2.2  Data sources v See Section 2.01.
Subsection AA. 3 — Adjustments to the Base Year Data
AA.3.0  Adjustments to the base year data v See Section 2.02.
_— No changes to the benefit package have occurred
AA3.1 Benefit differences d between the base period and the CY16 contract period.
AA.3.2  Administrative cost allowance calculations v See Section 2.03.
AA.3.3  Special populations’ adjustments v N/A
AA.3.4  Eligibility adjustments v N/A
AA.3.5  Third Party Liability (TPL) v N/A
AA.3.6 Indian Health Care provider payments v Indian Health Services are provided via FFS.
AA.3.7 DSH payments v DSH is excluded from the base data.
AA.3.8 FQHC and RHC reimbursement v N/A
AA.3.9 Graduate Medical Education (GME) v GME is excluded from the base data.
AA3.10 Cogayments, coinsurance, and deductibles in v N/A
capitated rates
AA.3.11 Medical cost/Trend inflation v See Section 2.02.
AA.3.12 Utilization adjustments v See Section 2.02.
e . The population base data is comparable to the
AA3.13  Utilization and cost assumptions Y popt’j)lafion that will be covered irﬁ: the contract period.
AA.3.14 Post-Eligibility Treatment of Income (PETI) v N/A
CY14 reported financials were used as the base data;
AA.3.15 Incomplete data adjustment v therefore, no adjustment has been made for
incomplete data.
AA.3.16 Primary Care Rate Enhancement v N/A

Opiumaé"/ Risk
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AA.3.17 Health Homes 4 N/A

Subsection AA. 4 — Establish Rate Category Groupings

AA.4.0  Establish rate category groupings 4 See Section 2.01.
AA.4.1  Eligibility categories v See Section 2.01.
AA.42  Age v See Section 2.01.
AA.43  Gender v See Section 2.01.
AA.4.4  Locality/Region v See Section 1.
AA.45  Risk adjustments v N/A

Subsection AA. 5 — Data Smoothing, Special Populations and Catastrophic Claims

AA.5.0 Data smoothing v N/A
AA.5.1  Cost-neutral data smoothing adjustment v N/A
AA.5.2 Data distortion assessment v N/A
AA.5.3  Data smoothing techniques v N/A
AA.5.4  Risk-Adjustment v N/A
Subsection AA. 6 — Risk Sharing: Stop Loss Limits, Corridors, Reinsurance

AA6.0 Stop loss, reinsurance, or risk-sharing v N/A

arrangements

AA.6.1 Commercial reinsurance v N/A
AA.6.2  Stop-loss program v N/A
AA.6.3  Risk corridor program v N/A
Subsection AA. 7 — Incentive Arrangements

AA.7.0 Incentive arrangements v N/A
AAT 1 Electronic Health Records (EHR) incentive v N/A

payments

Strategy Reform
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Appendix I.B: 2016 Managed Care Rate Setting Consultation Guide Checklist

Section

Subject

January — December 2016 Rate Comments

Section I. Medicaid Managed Care Rates

General
Information
Letter from the certifying actuary See Section 3.
See Section 2.04 for the final capitation
Final and certified capitation rates or rate ranges for all rate cells and regions  rates for all cohorts covered under the MHO
contract.
If rate ranges are certified, assurances that the capitation rate for each rate .
S - See Section 3.
cell is within the certified rate range
Specific state Medicaid managed care programs covered by certification See Section 1.
Rating periods covered by certification See Section 3.
Medicaid populations covered through managed care programs for which the
I pop . 8 & prog See Section 2.01.
certification applies
Any eligibility or enrollment criteria that could have a significant influence on
velg . Y . - 8 See Section 2.01.
the specific population to be covered within the managed care program
General description or list of the benefits that are required to be provided by
the managed care plan or plans, particularly noting any benefits that are
g P pians, p ¥ gany See Section 2.01.
carved out of the managed care program or that are new to the managed
care program in that rating period covered
Data

Types of data used

See Section 2.01.

Age or time periods of all data used

See Section 2.01.

Sources of all data used

See Section 2.01.

Description of the data received from subcapitated plans or providers

See Section 2.01.

Description of how the historical costs related to subcapitated arrangements
were developed or verified

See Section 2.01.

Information related to the availability and the quality of the data used for rate
development

See Section 2.01.

Opiumu‘? Risk
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Section Subject January — December 2016 Rate Comments

Optumas reviewed the reported
expenditures on a quarterly basis to ensure
consistency; additionally, Optumas, OHA,

Steps taken by the actuary or others to validate the completeness, quality, and GOBHI had several discussions to

and accuracy of the data ensure that all reported expenditures for
the base period were included in the
financial template used to develop the base
data.

While only provided in aggregate, the
reported expenditures reflect those paid for
the services and populations covered under
the MHO program. As reliable encounter
data was not available, the reported
financials were determined to be the most
appropriate data for the MHO rate
development.

Summary of the actuary’s assessment of the data

Any other concerns that the actuary has over the availability or quality of the

See Section 2.01.
data

Limited encounter data is available for the
MHO population, with significant
underreporting, and was determined to be
unreliable. As a result, the financial report
underlying the covered population and
services was determined to be appropriate
for the MHO rate development process.

If fee-for service claims or managed care encounter data are not used, an
explanation of why that data was not used and why the data used in the rate
development is appropriate for setting capitation rates for the populations
and services to be covered

If the managed care program is considered mature and has been in operation ~ While the MHO program has been in

for more than three years, but managed care encounter data was not used in  existence for several years, encounter data
the rate development, an explanation of why encounter data was not used as  is limited. Since a significant portion of the

well as any review of the encounter data and the concerns identified which services are subcapitated, the available

led to not including the encounter data encounter data is drastically underreported
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Section Subject January — December 2016 Rate Comments
and was determined unreliable for
ratesetting purposes.

If there is any reliance or use of a data book in the rate development, the
. . . . N/A
details of the template and relevant instructions used in the data book
Rate certification must thoroughly describe any significant adjustments, and
the basis for the adjustments, that are made to the data, including but not
limited to adjustments for:
(a) Credibility of the data N/A
(b) Completion Factors N/A
(c) Errors found in the data N/A

(d) Changes in the program between the time period from which the
data is obtained and the rating period

No changes in benefit package have
occurred between the CY14 base and CY16
contract period.

(e) Exclusions of certain payments or services from the data

No valid services within the data were
excluded.

Projected
benefit costs

Description of the data, assumptions, and methodologies used to develop the
projected benefit costs and, in particular, all significant and material items in
developing the projected benefit costs

See Section 2.

Any material changes to the data, assumptions, and methodologies used to
develop projected benefit costs since the last certification must be described

See Section 2 which describes the base data
and applicable adjustments as part of the
rate development process.

Any data used or assumptions made in developing projected benefit cost
trends, including a description of the sources of those data and assumptions

See Section 2.02.

Methodologies used to develop projected benefit trends

See Section 2.02.

Any comparisons to historical benefit cost trends, or other program benefit
costs trends, that were analyzed as part of the development of the trend for
the rating period of the rate certification.

See Section 2.02.

Projected benefit cost trends separated into changes in price and changes in
utilization

See Appendix I.D.

Reform
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Section Subject January — December 2016 Rate Comments
If the actuary did not develop the projected benefit cost trends using price
and utilization components, the actuary must describe and justify the N/A
method(s) used to develop projected benefit cost trends
Projected cost tcrends maY include other components as applicable and used See Section 2.02.
by the actuary in developing rates
Variations in the prOJectgd be.ne.flt cost trends by Mgdlcald populations, rate See Section 2.02.
cells, or subsets of benefits within a category of services
Any material adjustments to projected benefit cost trends, including a
description of the data, assumptions, and methodologies used to determine See Section 2.02.
those adjustments
Description of any other adjustments to the projected benefit costs trends,
including the impact of managed care on the utilization and the unit costs of .
. . . . . See Section 2.02.
health care services or changes to projected benefit cost trends in the rating
period outside of regular changes in utilization or unit cost of services
Categories of service that contain in lieu of services N/A
Percentage of costs that in lieu of services represent in each category of N/A
service
How the in lieu of services were taken into account in the development of the
projected benefit costs, and if this approach was different than that for any of N/A
the other services in the categories of service
Describe how retrospective eligibility periods are accounted for in rate Program does not include retrospective
development eligibility.
Clearly document the final projected benefit costs by relevant level of detail See Appendix I.E.
Clearly document the impact on projected costs for all material changes to N/A
covered benefits or services since the last rate certification
Estimated impact of the change on the amount of projected benefit costs and
a description of the data, assumptions, and methodologies used to develop See Section 2.
the adjustment.
Pass Through
Payments

Optum%@‘ Risk
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Section

Subject

Any amount that the State requires a managed care plan to pay providers

January — December 2016 Rate Comments \

See Section 2.04.

Any amount added by the State or any amount required by the State to be
added, to the payments from the plans to the providers that is not included in
the contracted payment rates between the plans and the providers for a
health care service/benefit

See Section 2.04.

Description of the pass-through payment

See Section 2.04.

Amount of the pass-through payments, both in total and on a per member
per month basis

See Appendix I.E.

Providers receiving the pass-through payments

See Section 2.04.

Financing mechanism for the pass-through payment

See Section 2.04.

Amount of pass-through payments made to providers in previous years.

HRA has historically been built into the
capitation rates as a percentage
adjustment to the final capitated rate but is
not included in the base data used to set
the capitation rates.

Description of the supplemental payments N/A
Total amount of the supplemental payments N/A
Providers receiving the supplemental payments N/A
Methodology that the actuary used to incorporate the supplemental payment N/A
into the capitation rates

Payment mechanisms associated with incorporating the supplemental N/A
payment into the capitation rates

Analysis and certification that the payment mechanisms is consistent with N/A

‘Projection Non-Benefit Costs’
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Section Subject
Projected Non-
Benefit Costs

January — December 2016 Rate Comments

Description of the data, assumptions, and methodologies used to develop the
projected non-benefit costs, and in particular, all significant and material
items in developing the projected non-benefit costs

See Section 2.03.

Any material changes to the data, assumptions, and methodologies used to
develop projected non-benefit costs since the last rate certification

See Section 2.03.

Rate certification must thoroughly describe any significant adjustments, and
the basis for the adjustments, that are made to the data, including but not
limited to adjustments for:

(a) Administrative costs

See Section 2.03.

(b) Care coordination and care management

See Section 2.03.

(c) Provision for operating or profit margin

See Section 2.03.

(d) Taxes, fees, and assessments

See Section 2.03.

(e) Other material non-benefit costs

See Section 2.03.

Non-benefit costs developed as a per member per month (PMPM) costs or as
a percentage of projected benefit costs or capitation rates

See Section 2.03 & Appendix I.E.

Specifically address how Health Insurance Providers Fee (HIPF) is
incorporated into capitation rates

The HIPF is not applicable for the MHO

under contract with OHA

If the HIPF is incorporated into the rates in the initial rate certification, an
explanation of whether the amount included in the rates is based on the data
year or fee year during the rating period of the rate certification

N/A

Description of how the amount of the HIPF was determined, and whether or
not any adjustments would be made to the rates once the actual amount of
the fee is known

N/A

If the HIPF is not incorporated into the rates in the rate certification because
the rates will be adjusted to account for the fee subsequently, an explicit
statement that the fee is not included, and a description of when and how
the rates will ultimately be adjusted to account for the fee

N/A

Reform
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Section Subject
If the capitation rates include benefits as described in 26 CFR 57.2(h)(2)(ix),
CMS recommends that the per member per month cost associated with those
benefits be explicitly reported as a separate amount in the rate certification in
order to more accurately account for the appropriate revenue on which the
plans will be assessed

January — December 2016 Rate Comments

N/A

Rate Range
Development

Any assumptions for which values vary in order to develop rate ranges

See Section 2.02-2.03 and Appendix I.E.

Values of each of the assumptions used to develop the minimum, the mid-
point or best estimate, and the maximum of the rate ranges

See Section 2.02-2.03 and Appendix I.E.

Description of the data, assumptions, and methodologies that were used to
develop the values of the assumptions for the minimum, the mid-point or
best estimate, and the maximum of the rate ranges

See Section 2.02-2.03.

Description of other information related to projected benefit costs

See Section 2.02-2.03.

Risk Mitigation,
Incentives and
Related
Contractual
Provisions

Rate certification and supporting documentation must describe any risk
mitigation, incentives, or similar contractual provisions that may affect the
rates, rate ranges, or the final net payments to the health plans under the
applicable contract.

N/A

Risk adjustment model(s) being used to calculate risk scores

Risk scores are not utilized in the

development of the MHO capitation rates.

Specific data, including the sources(s) of the data, being used by the risk

adjustment model(s) N/A
Any changes that are made to the risk adjustment model(s) N/A
How frequently the risk scores are calculated N/A
How the risk scores are being used to adjust the capitation rates N/A
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Section Subject January — December 2016 Rate Comments

Attestation that the risk adjustment model is cost neutral. (See 42 CFR

. N/A
438.6(c)(1)(C)(iii) and 438.6(c)(3)(iv).)
Reason that there is significant uncertainty about the health status of the N/A
population and the need for an acuity adjustment
Risk adjustment or acuity adjustment model(s) being used to calculate acuity N/A
adjustment scores
Specific data, including the source(s) of the data, being used by the risk N/A
adjustment or acuity adjustment model(s)
Relationship and potential interactions between the acuity adjustment and N/A
the risk adjustment
How frequently the acuity adjustment scores are calculated N/A
Description of how the acuity adjustment scores are being used to adjust the N/A
capitation rates
Supporting documentation detailing any other risk-sharing arrangements, N/A
such as a risk corridor or a large claims pool
Detailed description of, or citation for, the methodology used to calculate the N/A
medical loss ratio
Description of the consequences for having a medical loss ratio below the N/A
minimum requirements
Provide a detailed description of any reinsurance requirements under the
contract associated with the rate certification, including a description of any

) ) N/A

effect that the reinsurance requirements have on the development of the
capitation rates
Certification that the incentive payments will not exceed 105% of the certified N/A
rates being paid under the contract
Description of the percentage of the certified capitation rates being withheld N/A
through withhold arrangements
Estimate of the percentage of the withheld amount through a withhold
arrangement that is expected to be returned and the basis for that N/A
determination
Description of any effect that the incentive or withhold arrangements have on N/A

the development of the capitation rates
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Section Subject
Other Rate

Development
Considerations

January — December 2016 Rate Comments

All adjustments to the capitation rates, or to any portion of the capitation
rates, must reflect reasonable, appropriate, and attainable costs in the
actuary’s judgement and must be included in the rate certification

See Section 3.

Adjustments to the rates or rate ranges that are performed outside of the
rate setting process described in the rate certification are not considered
actuarially sound under 42 CFR §438.6(c)

See Section 3.

Final contracted rates must either match the capitation rates or be within the
rate ranges in the rate certification. This is required in total and for each and
every rate cell

See Section 3.

Section Il. Medicaid Managed Care Rates with Long-Term Services and Support

Managed Long-
Term Services
and support

For managed long-term services and supports (MLTSS) programs, or for
programs that include MLTSS as part of the covered benefits, the actuarial
rate certification must provide the information described in Section | of this
guidance that is specific to MLTSS

N/A

Specifically address the following considerations for MLTSS programs or for
programs that include MLTSS as part of the covered benefits:
(a) Structure of the capitation rates and rate cells or rating categories

(b) Structure of the rates and the rate cells, and the data, assumptions,
and methodology used to develop the rates in light of the overall rate
setting approach.

N/A

Describe the expected effect that managing LTSS has on the utilization and
unit costs of services. The certification must describe any effect that the
management of this care is expected to have within each care setting and any
effect in managing the level of care that the beneficiary receives

N/A
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Section

Subject
Projected non-benefit costs, such as administrative costs and care
coordination costs, may differ for populations receiving MLTSS from other

January — December 2016 Rate Comments

managed care programs, and the rate certification shall describe how the N/A
projected non-benefit costs were developed for populations receiving these
services

Provide information on historical experience, analysis, and other sources used N/A

to develop the assumptions used for rate setting

Section Ill. New adult population capitation rates

Data
Describe any data used to develop new adult group rates See Section 2.01.
Reported CY14 financials, provided in
Any new data that is available for use in 2016 rate setting aggregate across all cohorts, was utilized in
part to develop the base data.
How the state and the actuary followed through on any plans to monitor N/A
costs and experience for newly eligible adults
How actual experience and costs in 2014 and/or 2015 have differed from This level of detail was not available for
assumptions and expectations in previous rate certifications 2014.
How differences between projected and actual experience in 2014 and/or N/A
2015 have been used to adjust the 2016 rates
Projected

Benefit Costs

Any data and experience specific to newly eligible adults covered in 2014
and/or 2015 that was used to develop projected benefit costs for capitation
rates

Reported CY14 financials, provided in
aggregate across all cohorts, was utilized in
part to develop the base data.

Any changes in data sources, assumptions, or methodologies used to develop
projected benefit costs for capitation rates since the last certification

See Section 2.01. The prior certification was
not developed by Optumas but relied on
historical FFS data from October 2009-
September 2010; GOBHI’s MMs for this
time period was 598,644 The CY16 rates
have been developed using CY14 reported
financial expenditures.
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Section Subject
How assumptions changed from the 2014 and/or 2015 rate certification on
the following issues:
(a) Acuity or health status adjustments
(b) Pent-up demand
(c) Adverse selection
(d) Demographics of newly eligible adults
(e) Differences in provider reimbursement rates or provider networks
(f) Other material adjustments to newly eligible adults projected benefit
costs

January — December 2016 Rate Comments \

See Sections 2.01-2.02 for a description of
the base data and assumptions utilized in
the CY16 rate development.

Describe any changes to the benefit plan offered to the new adult group

N/A

Describe any other material changes or adjustments to projected benefit
costs

See Sections 2.01-2.02.

Projected Non-
Benefit Costs

For states that covered the new adult group in Medicaid managed care plans
in 2014 and/or 2015, any changes in data sources, assumptions, or
methodologies used to develop projected non-benefit costs since the last rate
certification

See Section 2.03.

How assumptions changed from the 2014 and/or 2015 rate certification on
the following issues:

See Section 2.03.

(a) Administrative costs

See Section 2.03.

(b) Care coordination and care management

See Section 2.03.

(c) Provision for operating or profit margin

See Section 2.03.

(d) Taxes, fees, and assessments

See Section 2.03.

(e) Other material non-benefit costs

See Section 2.03.

Final Certified
Rates or Rate
Ranges

Comparison to the final certified rates or rate ranges in the previous rate
certification

See Section 2.04.
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Section Subject January — December 2016 Rate Comments \
Description of any other material changes to the capitation rates or the rate
development process not otherwise addressed in the other sections of this N/A
guidance

Risk Mitigation

Strategies
Describe the risk mitigation strategy specific to the new adult group rates N/A
Any changes in the risk mitigation strategy from those used during 2014 N/A
and/or 2015;
Rationale for making the change in the risk mitigation strategy N/A
Any relevant experience, results, or preliminary information available related N/A
to the risk mitigation strategy used during 2014 and/or 2015

23| Page
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Step 1- GOBHI Base Data

GOBHI Base Data

CY14 Medical Costs $ 2,581,899
CY14 MMs 53,738
Excluded COAs * 52
Non-Excluded COAs 53,686
CY14 PMPM $ 48.05

* Excluded COAs reflect members who are identified as MHO, but do not fall into one of the mainstream rating cohorts.

MMs for these members have been included in the calculation of the PMPM to capture total enroliment.

Step 2 - Allocate by COA/COS

CY15 Rate - Net NML 2

COA CY14 MMs * P Non-IP Total
TANF 1,235 | S 032(S$S 18.01 | $ 18.33
PLMA 289 | S - S 6.20| S 6.20
CHILD 00-01 368 | S - S 0411|S 0.41
CHILD 01-05 2,053 | $ - S 439 | S 4.39
CHILD 06-18 4,757 | S 1.26 [ $ 2859 | § 29.85
ABAD & OAA Duals 32,108 | $ 036|S 2514 | $ 25.50
ABAD & OAA Medicaid Only 4,96 | S 867|5S 97.30 | $ 105.97
CAF 4,406 | S 293 (S 25239 | $ 255.32
ACA 19-44 2,066 | $ 254 |8§ 16.17 | $ 18.71
ACA 45-54 615 | S 318 | S 18.85 | $ 22.03
ACA 55-64 824 | $ 357 (S 2047 S 24.04
Total 53,686 | $ 157 | $ 49.05 | $ 50.62

* Reflects GOBHI MHO CY14 MMs

Relativity Factors

1P Non-IP Total

0.01 0.36 0.36

- 0.12 0.12

- 0.01 0.01

- 0.09 0.09
0.02 0.56 0.59
0.01 0.50 0.50
0.17 1.92 2.09
0.06 4.99 5.04
0.05 0.32 0.37
0.06 0.37 0.44
0.07 0.40 0.47
0.03 0.97 1.00

2 Rates for ABAD & OAA Dual/Non Dual Cohorts rely on blend of ABAD-DUAL, ABAD-Non Dual, OAA-DUAL, and OAA-Non Dual cohorts, using CY15 Q1 enrollment mix

Optumas/’ risk | Strategy | Ref
P "/ is eform

CY14 Base
IP Non-IP Total

S 031]5$ 17.09 | $ 17.40
$ - s 588|¢ 5.88
S - | 039]$ 0.39
S - $ 417 | $ 4.17
$ 120 $ 27.14 | $ 28.33
$ 034]$ 2386 | $ 24.21
S 823 |$ 92.35|$ 100.58
S 278 | % 239.54 | $ 242.32
$ 241 (¢ 1535 [ $ 17.76
S 3.02(¢ 17.89 | $ 20.91
S 339 s 19.42 | $ 22.81
$ 149 | $ 46.56 | $ 48.05
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Lower Bound Upper Bound
COA CoS Utilization Unit Cost PMPM Utilization Unit Cost PMPM
TANF Mental Health Services Inpatient 0.5% 3.0% 3.5% 1.8% 4.3% 6.1%
TANF Mental Health Services Non-Inpatient 0.0% 2.0% 2.0% 1.3% 3.3% 4.5%
PLMA Mental Health Services Inpatient 0.5% 3.0% 3.5% 1.8% 4.3% 6.1%
PLMA Mental Health Services Non-Inpatient 0.0% 2.0% 2.0% 1.3% 3.3% 4.5%
CHILD 00-01 Mental Health Services Inpatient 0.5% 3.0% 3.5% 1.8% 4.3% 6.1%
CHILD 00-01 Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
CHILD 01-05 Mental Health Services Inpatient 0.5% 3.0% 3.5% 1.8% 4.3% 6.1%
CHILD 01-05 Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
CHILD 06-18 Mental Health Services Inpatient 0.5% 3.0% 3.5% 1.8% 4.3% 6.1%
CHILD 06-18 Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
ABAD & OAA Duals Mental Health Services Inpatient 1.0% 0.1% 1.2% 2.3% 1.4% 3.7%
ABAD & OAA Duals Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
ABAD & OAA Medicaid Only Mental Health Services Inpatient 1.0% 3.0% 4.0% 2.3% 4.3% 6.6%
ABAD & OAA Medicaid Only Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
CAF Mental Health Services Inpatient 1.0% 3.0% 4.0% 2.3% 4.3% 6.6%
CAF Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
ACA 19-44 Mental Health Services Inpatient 1.0% 3.0% 4.0% 2.3% 4.3% 6.6%
ACA 19-44 Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
ACA 45-54 Mental Health Services Inpatient 1.0% 3.0% 4.0% 2.3% 4.3% 6.6%
ACA 45-54 Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
ACA 55-64 Mental Health Services Inpatient 1.0% 3.0% 4.0% 2.3% 4.3% 6.6%
ACA 55-64 Mental Health Services Non-Inpatient 0.5% 2.5% 3.0% 1.8% 3.8% 5.6%
25| Page
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Lower Bound Build-Up

Base Data Trend Base Non-Medical Load Tier 1 HRA
. Risk/ .
COA CY15 Q1 MMs PMPM Annualized % PMPM Admin % Profit % _RISk/ Admin PMPM | Profit PMPM Contingency PMPM HRA PMPM BIXCE D PMPM
Contingency % PMPM PMPM
TANF 158 | $ 17.40 2.0%| $ 18.11 8.0% 1.0% 0.0%| $ 159 | $ 020 ]S - S 19.90 | $ 015 ]S 0.00 | $ 20.06
PLMA 70|$ 5.88 2.0%| $ 6.12 8.0% 1.0% 0.0%| $ 054 (S 007 S - S 673 S - S - S 6.73
CHILD 00-01 24 S 0.39 3.0%| $ 0.42 8.0% 1.0% 0.0%| $ 0.04 | $ 0.00 | $ - S 046 | S - S - S 0.46
CHILD 01-05 339 | ¢ 4.17 3.0%| $ 4.42 8.0% 1.0% 0.0%| $ 0393 0.05 | $ - s 486 |$ - s - s 4.86
CHILD 06-18 873 | $ 28.33 3.0%| $ 30.08 8.0% 1.0% 0.0%| $ 264 033 (s - S 33.05($ 0.60 | $ 001 (s 33.67
ABAD & OAA Duals 8,250 | $ 24.21 3.0%| $ 25.67 8.0% 1.0% 0.0%( $ 226 S 028 |$ - S 2821 (S 017 | $ 0.00 | $ 28.38
ABAD & OAA Medicaid Only 914 | $ 100.58 3.1%( S 106.90 8.0% 1.0% 0.0%| $ 9.40 [ S 117 | $ - S 11748 | $ 419 (s 009 (S 121.75
CAF 1,002 | $ 242.32 3.0%| $ 257.20 8.0% 1.0% 0.0%| $ 2261 | $ 283 - S 282.64 | S 142 | S 0.03 ]S 284.09
ACA 19-44 684 | S 17.76 3.2%( $ 18.89 8.0% 1.0% 0.0%| $ 1.66 | S 021 (s - S 2076 | $ 123 |S 003 (s 22.01
ACA 45-54 202 | $ 20.91 3.2%| $ 22.25 8.0% 1.0% 0.0%| $ 196 | $ 024 ]S - S 2445 | $ 154 | S 0.03 ]S 26.02
ACA 55-65 262 | S 22.81 3.2%| $ 24.28 8.0% 1.0% 0.0%| $ 213 | $ 027 (s - S 2668 | $ 173 | S 004 S 28.44
Total 12,777 | $ 45.86 3.0%| $ 48.68 8.0% 1.0% 0.0%| $ 428 | $ 053 |$ - $ 53.49 | $ 069 | $ 0.01]$ 54.19
Upper Bound Build-Up
Base Data Trend Base Non-Medical Load Tier 1 HRA
COA Cy15 Q1 MMs PMPM Annualized % PMPM Admin % Profit % _RiSk/ Admin PMPM | Profit PMPM Con?i:::ncy PMPM HRA PMPM HRE o PMPM
Contingency % R PMPM
TANF 158 | $ 17.40 4.6%| S 19.03 10.0% 1.0% 0.0%| $ 214 (S 0211 - S 2138 | $ 0.16 | $ 0.00 | $ 21.54
PLMA 70|$ 5.88 45%| S 6.43 10.0% 1.0% 0.0%| $ 072 (S 007 |$ - S 722 (s - S - S 7.22
CHILD 00-01 2418 0.39 5.6%| $ 0.44 10.0% 1.0% 0.0%( $ 0.05 | $ 0.00 | $ - S 049 |$ - S - S 0.49
CHILD 01-05 339 (S 4.17 5.6%| $ 4.64 10.0% 1.0% 0.0%| $ 052 (S 005 (S - S 522 (s - S - S 5.22
CHILD 06-18 873 | $ 28.33 5.6%| $ 31.59 10.0% 1.0% 0.0%| $ 355($ 0351 - S 3549 | $ 064 | S 0.01]$ 36.14
ABAD & OAA Duals 8,250 | S 24.21 5.5%| $ 26.96 10.0% 1.0% 0.0%| $ 3.03(S$ 030 (S - S 3029 | $ 017 s 0.00 (S 30.47
ABAD & OAA Medicaid Only 914 | $ 100.58 5.7%| $ 112.27 10.0% 1.0% 0.0%| $ 1261 | $ 126 | $ - S 126.14 | S 440 S 0.09 | $ 130.63
CAF 1,002 | $ 242.32 5.6%| $ 270.11 10.0% 1.0% 0.0%| $ 3035 (S 3.03 (s - S 30349 | $ 149 | S 003 (s 305.01
ACA 19-44 684 | S 17.76 5.7%| $ 19.84 10.0% 1.0% 0.0%| $ 223 1S 022 (s - S 2229 (S 129 S 003 (S 23.61
ACA 45-54 202 (S 20.91 5.7%| $ 2337 10.0% 1.0% 0.0%| $ 263 0.26 | $ - S 2625 $ 161 (S 0.03|$ 27.90
ACA 55-65 262 | S 22.81 5.7%| $ 25.50 10.0% 1.0% 0.0%| $ 287 (S 029 (S - S 2865 | S 1811 004 | S 30.50
Total 12,777 | $ 45.86 5.6%| $ 51.12 10.0% 1.0% 0.0%| $ 574 | $ 057 |$ - $ 57.44 | $ 072 ($ 001 ($ 58.17
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