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EXECUTIVE SUMMARY

Milliman, Inc. (Milliman) has been retained by the State of lowa, Department of Human Services, Division of
Medical Assistance (DHS) to develop prospective risk adjustment factors to be applied to the state fiscal year
(SFY) 2018 long-term services and supports (LTSS) capitation rates for the IA Health Link program. The
prospective risk adjustment factors were developed utilizing a methodology that is estimated to be cost neutral
to DHS.

This report documents the development of the LTSS risk scores for the IA Health Link populations and
subsequent risk adjusted capitation rates. Since a national risk adjustment model does not currently exist for
LTSS, we utilized historical expenditure information in the development of the prospective LTSS risk scores. In
our professional experience, historical LTSS costs are appropriate predictors of future LTSS costs. A detailed
description of the modeling parameters used in the development of the relative risk scores is presented in the
methodology section of this report.

Figure 1 illustrates the SFY 2018 LTSS risk scores by managed care organization (MCO) for each population.

Figure 1
State of lowa

Department of Human Services, Division of Medical Assistance
IA Health Link LTSS Risk Adjustment
SFY 2018 Normalized Risk Scores

AmeriHealth United
Population Amerigroup Caritas Healthcare All MCOs
Elderly 0.9977 0.9970 1.0085 1.0000
Physically Disabled 0.9818 1.0068 1.0077 1.0000
Intellectually Disabled 0.9615 1.0189 0.9323 1.0000
Children’s Mental Health 1.0000 1.0000 1.0000 1.0000

Appendix A illustrates the application of the LTSS risk scores to the SFY 2018 MCO-specific gross and net
rebalanced LTSS capitation rates for each MCO. The development of the MCO-specific blended LTSS
capitation rates is outlined in an accompanying report. The blended LTSS capitation rates reflect the underlying
LTSS rate cell capitation rates as documented in the August 21, 2017 IA Health Link capitation rate certification
report.

Appendix B illustrates the estimated fiscal impact of the LTSS risk adjustment in SFY 2018. The fiscal impact
is illustrated for each MCO by capitation rate group on a gross basis and uses annualized MCO enrollment as
of May 1, 2017.

Appendix C illustrates the development of the LTSS risk scores utilized in adjusting the capitation rates.
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METHODOLOGY

LTSS capitation payments for the 1A Health Link populations are on a composite basis for four distinct blended
LTSS rate groups. Blended LTSS rate groups were determined using peer groups, matching the HCBS waiver
populations with similar institutionalized populations.

The blended LTSS capitation rates were adjusted for each MCQ's specific LTSS case-mix, and therefore the
blended LTSS capitation rates inherently adjust payments for MCOs with LTSS risk differences at the rate cell
level. However, the rate cell structure does not reflect morbidity or acuity risk variances within a rate cell.

To account for this additional variation in population risk between MCOs in certain rate cells, LTSS risk scores
were developed based on the calendar year 2015 LTSS costs for individuals enrolled in the 1A Health Link
program. Risk scores were normalized at the rate cell level and composited to a blended LTSS rate group level.
The resulting final risk scores were applied to MCO-specific rebalanced base certified capitation rates to create
the final risk-adjusted capitation rates by MCO.

The remainder of the methodology section describes the above process in greater detail using the steps outlined
in the figure below.

Development - Risk Score Application to
of CY 2015 Lg%grilﬁ'Sk Blending and Certified Base
PRPMs 9 Compositing Rates

Data

Collection

STEP 1: DATA COLLECTION

Figure 2 summarizes the data collection process for 1A Health Link LTSS risk adjustment for the SFY 2018
application period.

Figure 2
State of lowa

Department of Human Services, Division of Medical Assistance
IA Health Link LTSS Risk Adjustment
Data Collection Parameters

Parameter SFY 2018 Application Period
Data sources Fee-for-service LTSS claims, Medicaid eligibility
Service dates January 1, 2015 through December 31, 2015
Data paid dates Paid through June 30, 2017
Beneficiary MCO assignment Enrollment as of May 1, 2017
Minimum LTSS recipient months Six months
SFY 2018 IA Health Link LTSS Risk Adjustment 2
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Data sources: LTSS service data was collected from fee-for-service claims provided by DHS. Claims with a
room and board revenue code without a valid DRG were identified as LTSS institutional claims. Claims with a
waiver service procedure code and modifier combination as identified in the lowa Medicaid Home and
Community Based Services (HCBS) provider manual were identified as waiver claims. Services that are not
covered under the specific HCBS waiver a member was enrolled in were not included. Additionally, certain
home health revenue codes were included with the HCBS claims, consistent with the SFY 2018 IA Health Link
capitation rate setting. Monthly member-level Medicaid eligibility data was also provided by DHS.

Service dates: The risk adjustment process LTSS claims data with service dates from January 1, 2015 through
December 31, 2015.

Data paid dates: LTSS claims data with a permissible service date were limited to claims that were paid by
DHS as of June 30, 2017.

Beneficiary MCO assignment: Beneficiaries were assigned to an MCO based on actual enroliment as of
May 1, 2017.

Minimum LTSS recipient months: Beneficiaries were required to receive LTSS in at least six months in
calendar year 2015 to be included in the per recipient per month (PRPM) cost development (i.e. a scored
member).

STEP 2: DEVELOPMENT OF CY 2015 PRPMS

The LTSS beneficiary calendar year 2015 PRPMs were the basis for the development of the LTSS risk
adjustment factors. The PRPMs were developed utilizing LTSS claims only. For the institutional PRPM
development, the LTSS claims were limited to institutional services associated with the member’s current rate
cell assignment. The LTSS claims were additionally limited to eligibility months where the member was assigned
an institutional rate cell.

For the waiver PRPM development, the LTSS claims were limited to waiver services. The LTSS claims were
additionally limited to eligibility months where the member was assigned a waiver rate cell. Case management
costs were excluded from the waiver PRPM development.

Only months in which a LTSS service was received were included in the denominator for the PRPM cost
development (as opposed to all eligibility months). Recipient months were not required to be continuous.

The calendar year 2015 LTSS PRPMs were composited using enroliment as of May 1, 2017 for each MCO.
Each scored member received equal weighting regardless of the number of recipient months utilized in the
development of the calendar year 2015 PRPM.

Hospice, non-dual skilled nursing facility, children’s mental health HCBS waiver, and psychiatric medical
institutes for children (PMIC) rate cells were assigned 1.0 for risk scoring purposes because of high turnover in
these rate cells.

STEP 3: LTSS RISK SCORING

The following tables in Appendix C illustrate the development of the LTSS risk scores.

May 1, 2017 Membership: The ‘May 1, 2017 Membership’ table illustrates the total members enrolled as of
May 1, 2017 by MCO and LTSS rate cell.
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May 1, 2017 Scored Membership —The ‘May 1, 2017 Scored Membership’ table is a subset of the ‘May 1,
2017 Membership’ table. The scored enrollees include beneficiaries with a minimum of six recipient months of
LTSS in calendar year 2015. The type of LTSS (institutional or waiver) was required to align with the rate cell
the beneficiary was assigned to be considered a scored month.

Calendar Year 2015 Per Recipient Per Month — The PRPMs illustrated in this table reflect the average PRPMs
as described in Step 2 by rate cell for each MCO.

Risk Scores for Scored Members — The factors illustrated in the ‘Risk Scores for Scored Members’ table
illustrate the LTSS risk score by rate cell for each MCO. Risk scores for each rate cell were estimated by dividing
the MCO average calendar year 2015 PRPM by the average calendar year PRPM across all MCOs.

The number of unscored member months is the difference between the values illustrated in the ‘May 1, 2017
Membership’ and ‘May 1, 2017 Scored Members'’ tables.

STEP 4: RISK SCORE BLENDING AND COMPOSITING

The following tables in Appendix C illustrate the methodology utilized to develop the combined scored /
unscored LTSS risk score by rate cell and the composite LTSS risk score that is applied to the blended LTSS
capitation rate.

Capitation Rate — This table illustrates the LTSS capitation rate for each rate cell before compositingto a LTSS
rate group level. These capitation rates are used to expenditure-weight the LTSS rate cells when compositing
to a LTSS rate group level. The capitation rates are consistent with the rates developed in the 1A Health Link
capitation rate certification dated August 21, 2017.

SFY 2018 Rebalanced Distribution — Additionally, the SFY 2018 rebalanced LTSS distribution is utilized in
compositing the LTSS risk scores to a LTSS rate group level. Because the LTSS risk scores are applied to the
rebalanced and blended LTSS capitation rate, it is necessary to utilize the rebalanced LTSS distribution when
compositing the LTSS risk scores to maintain budget neutrality.

Scored / Unscored Blended Risk Scores — The values illustrated in the ‘Scored / Unscored Blended Risk
Scores’ represent the weighted average risk score of the scored and unscored member months for each MCO
and rate cell. The blended risk scores are developed by averaging the MCO specific and “All MCOs” risk scores
from the ‘Risk Scores for Scored Members’ table, weighted by the number of scored and unscored member
months for the specific MCO, respectively.

The unscored members were assigned the average SFY 2018 risk score for their respective rate cell, which is
inherently a risk score of 1.0. Because the average scored member risk score is 1.0 for each rate cell and the
unscored members are assigned a 1.0 risk score, the combined scored / unscored LTSS risk scores are
inherently normalized to a budget neutral basis at the rate cell level.

The risk scores were composited across rate cells on an expenditure basis utilizing MCO-specific, rebalanced
membership. The SFY 2018 capitation rates were utilized for expenditure weighting purposes.
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STEP 5: APPLICATION TO CERTIFIED BASE RATES

Appendix A illustrates the application of the composite LTSS risk score to the SFY 2018 MCO-specific
rebalanced gross and net LTSS capitation rates. The development of the MCO-specific rebalanced LTSS
capitation rates is outlined in an accompanying report. The net rates reflect a 2% withhold.

1915(b)(3), habilitation services risk pool, GME supplemental, and UIHC supplemental amounts are all $0.00
PMPM for the LTSS capitation rates and therefore not impacted by the LTSS risk adjustment process.
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LIMITATIONS

The information contained in this report has been prepared for the State of lowa, Department of Human
Services, Division of Medical Assistance (DHS) to provide documentation of the development of the LTSS risk
adjustment amendment to the certified SFY 2018 capitation rates for the IA Health Link program. The data and
information presented may not be appropriate for any other purpose.

The information contained in this report, including the enclosures, has been prepared for DHS and their
consultants and advisors. It is our understanding that the information contained in this report will be shared with
the 1A Health Link MCOs. Any distribution of the information should be in its entirety. Any user of the data must
possess a certain level of expertise in actuarial science and healthcare modeling so as not to misinterpret the
information presented.

Milliman makes no representations or warranties regarding the contents of this report to third parties. Likewise,
third parties are instructed that they are to place no reliance upon this report prepared for DHS by Milliman that
would result in the creation of any duty or liability under any theory of law by Milliman or its employees to third
parties. Other parties receiving this report must rely upon their own experts in drawing conclusions about the
capitation rates, assumptions, and trends.

Milliman has relied upon certain data and information provided by DHS in the development of the LTSS risk
adjustment amendment to the certified SFY 2018 capitation rates for the 1A Health Link program. Milliman has
relied upon DHS for the accuracy of the data and accept it without audit. To the extent that the data provided is
not accurate, the LTSS risk adjustment development would need to be modified to reflect revised information.

It should be emphasized that capitation rates and risk adjustment factors are a projection of future costs based
on a set of assumptions. Results will differ to the extent actual experience is different from the assumptions
contained in this report.

The services provided for this project were performed under the contract between Milliman and State of lowa
dated June 14, 2017.

Guidelines issued by the American Academy of Actuaries require actuaries to include their professional
qualifications in all actuarial communications. The authors of this report are members of the American Academy
of Actuaries and meet the qualification standards for performing the analyses contained herein.
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State of lowa

Department of Human Services, Division of Medical Assistance

IA Health Link LTSS Risk Adjustment

8/23/2017

SFY 2018 Rebalanced and Risk Adjusted LTSS Capitation Rates

Amerigroup
Gross Net
Gross Net Rebalanced Rebalanced
Rebalanced Rebalanced Risk and Risk and Risk
LTSS LTSS Adjustment Adjusted LTSS Adjusted LTSS
Capitation Rate Cell Capitation Capitation Factor Capitation Capitation
Elderly $3,139.74 $ 3,076.95 0.9977 $ 3,132.52 $ 3,069.87
Physically Disabled 2,947.92 2,888.96 0.9818 2,894.27 2,836.38
Intellectually Disabled 6,950.42 6,811.41 0.9615 6,682.83 6,549.17
Children's Mental Health 2,300.02 2,254.02 1.0000 2,300.02 2,254.02
AmeriHealth Caritas
Gross Net
Gross Net Rebalanced Rebalanced
Rebalanced Rebalanced Risk and Risk and Risk
LTSS LTSS Adjustment Adjusted LTSS Adjusted LTSS
Capitation Rate Cell Capitation Capitation Factor Capitation Capitation
Elderly $ 2,318.65 $2,272.28 0.9970 $2,311.69 $ 2,265.46
Physically Disabled 2,966.02 2,906.70 1.0068 2,986.19 2,926.47
Intellectually Disabled 4,496.33 4,406.40 1.0189 4,581.31 4,489.68
Children's Mental Health 2,270.26 2,224.85 1.0000 2,270.26 2,224.85
United Healthcare
Gross Net
Gross Net Rebalanced Rebalanced
Rebalanced Rebalanced Risk and Risk and Risk
LTSS LTSS Adjustment Adjusted LTSS Adjusted LTSS
Capitation Rate Cell Capitation Capitation Factor Capitation Capitation
Elderly $ 3,098.42 $ 3,036.45 1.0085 $3,124.76 $ 3,062.26
Physically Disabled 2,879.68 2,822.09 1.0077 2,901.85 2,843.82
Intellectually Disabled 6,918.29 6,779.92 0.9323 6,449.92 6,320.92
Children's Mental Health 2,386.85 2,339.11 1.0000 2,386.85 2,339.11

Note

1. 1915(b)(3), habilitation services risk pool, GME supplemental, and UIHC supplemental amounts are all $0.00 PMPM

for the LTSS capitation rates.

Appendix A
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Appendix B

State of lowa

Department of Human Services, Division of Medical Assistance

IA Health Link LTSS Risk Adjustment
Estimated SFY 2018 Fiscal Impact (in millions)
Amerigroup

Capitation Rate Cell

Estimated

SFY 2018 Gross Rebalanced
Member LTSS Capitation
Months Revenue (Millions)

Gross Rebalanced
and Risk Adjusted
LTSS Capitation
Revenue (Millions)

Gross Increase
/ (Decrease)

Elderly 49,704 $156.1 $155.7 $(0.4)
Physically Disabled 19,932 58.8 57.7 1.1)
Intellectually Disabled 18,024 125.3 120.5 (4.8)
Children's Mental Health 5,328 12.3 12.3 0.0
Total 92,988 $352.5 $ 346.2 $ (6.3)

AmeriHealth Caritas

Capitation Rate Cell

Estimated

SFY 2018 Gross Rebalanced
Member LTSS Capitation
Months Revenue (Millions)

Gross Rebalanced
and Risk Adjusted
LTSS Capitation
Revenue (Millions)

Gross Increase
/ (Decrease)

Elderly 116,832 $270.9 $270.1 $(0.8)
Physically Disabled 34,320 101.8 102.5 0.7
Intellectually Disabled 123,768 556.5 567.0 10.5
Children's Mental Health 6,324 14.4 14.4 0.0
Total 281,244 $943.6 $954.0 $10.4

United Healthcare

Capitation Rate Cell

Estimated

SFY 2018 Gross Rebalanced
Member LTSS Capitation
Months Revenue (Millions)

Gross Rebalanced
and Risk Adjusted
LTSS Capitation
Revenue (Millions)

Gross Increase
/ (Decrease)

Capitation Rate Cell

SFY 2018 Gross Rebalanced
Member LTSS Capitation
Months Revenue (Millions)

Elderly 43,776 $135.6 $136.8 $1.2
Physically Disabled 16,944 48.8 49.2 04
Intellectually Disabled 12,696 87.8 81.9 (5.9)
Children's Mental Health 4,560 10.9 10.9 0.0
Total 77,976 $283.1 $278.8 $ (4.3)
All MCOS
Estimated Gross Rebalanced

and Risk Adjusted
LTSS Capitation
Revenue (Millions)

Gross Increase
/ (Decrease)

Elderly 210,312 $562.6 $562.6 $0.0
Physically Disabled 71,196 209.4 209.4 0.0
Intellectually Disabled 154,488 769.6 769.4 (0.2)
Children's Mental Health 16,212 37.6 37.6 0.0
Total 452,208 $1,579.2 $1,579.0 $(0.2)

Milliman, Inc.

8/23/2017
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Appendix C

State of lowa
Department of Human Services, Division of Medical Assistance

SFY 2018 IA Health Link LTSS Risk Adjustment
Development of Normalized Risk Scores

May 1, 2017 Membership

May 1, 2017 Scored Membership

. . AmeriHealth United . AmeriHealth United
Population Amerigroup Caritas Healthcare All MCOs| Amerigroup Caritas Healthcare All MCOs
Elderly
Custodial Care Nursing Facility 65+ 2,842 3,932 2,435 9,209 1,656 2,082 1,488 5,226
Hospice 65+ 177 226 176 579 - - - -
Elderly HCBS Waiver 1,123 5,578 1,037 7,738 587 3,959 559 5,105
Total 4,142 9,736 3,648 17,526 2,243 6,041 2,047 10,331
Physical Disability
Custodial Care Nursing Facility <65 534 716 451 1,701 331 444 285 1,060
Hospice <65 19 23 17 59 - - - -
Non-Dual Skilled Nursing Facility 39 63 29 131 - - - -
Dual HCBS Waivers: PD; H&D 414 563 374 1,351 242 361 217 820
Non-Dual HCBS Waivers: PD; H&D; AIDS 454 553 382 1,389 265 327 212 804
Brain Injury HCBS Waiver 201 942 159 1,302 102 749 78 929
Total 1,661 2,860 1,412 5,933 940 1,881 792 3,613
Intellectual Disability
ICF/MR 371 835 165 1,371 349 768 154 1,271
State Resource Center 117 122 105 344 117 119 102 338
Intellectual Disability HCBS Waiver 1,014 9,357 788 11,159 839 8,691 667 10,197
Total 1,502 10,314 1,058 12,874 1,305 9,578 923 11,806
Children's Mental Health
Children in a Psychiatric Mental Institute (PMIC) 125 145 114 384 - - - -
Children's Mental Health HCBS Waiver 319 382 266 967 - - - -
Total 444 527 380 1,351 - - - -
Milliman, Inc.
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Appendix C

Calendar Year 2015 Per Recipient Per Month

State of lowa
Department of Human Services, Division of Medical Services

SFY 2018 |IA Health Link LTSS Risk Adjustment
Development of Normalized Risk Scores

Risk Scores for Scored Members

. . AmeriHealth United . AmeriHealth United
Population Amerigroup Caritas Healthcare All MCOs| Amerigroup Caritas Healthcare All MCOs|
Elderly
Custodial Care Nursing Facility 65+ $ 4,052.95 $4,009.16 $4,128.80 $4,057.10 0.9990 0.9882 1.0177 1.0000
Hospice 65+ N/A N/A N/A N/A 1.0000 1.0000 1.0000 1.0000
Elderly HCBS Waiver 994.09 1,030.88 1,018.01 1,025.24 0.9696 1.0055 0.9929 1.0000
Physical Disability
Custodial Care Nursing Facility <65 $ 4,680.75 $4,692.88 $4,772.98 $4,710.63 0.9937 0.9962 1.0132 1.0000
Hospice <65 N/A N/A N/A N/A 1.0000 1.0000 1.0000 1.0000
Non-Dual Skilled Nursing Facility N/A N/A N/A N/A 1.0000 1.0000 1.0000 1.0000
Dual HCBS Waivers: PD; H&D 1,255.58 1,337.60 1,247.32 1,289.50 0.9737 1.0373 0.9673 1.0000
Non-Dual HCBS Waivers: PD; H&D; AIDS 1,653.15 2,062.99 1,999.85 1,911.26 0.8650 1.0794 1.0464 1.0000
Brain Injury HCBS Waiver 2,500.79 2,594.12 2,691.56 2,592.05 0.9648 1.0008 1.0384 1.0000
Intellectual Disability
ICF/MR $10,051.68 $9,921.53 $10,016.92 $9,968.83 1.0083 0.9953 1.0048 1.0000
State Resource Center 26,235.40 26,488.20 26,513.05 26,408.19 0.9935 1.0030 1.0040 1.0000
Intellectual Disability HCBS Waiver 3,234.84 3,795.95 2,959.44 3,695.07 0.8754 1.0273 0.8009 1.0000
Children's Mental Health
Children in a Psychiatric Mental Institute (PMIC) N/A N/A N/A N/A 1.0000 1.0000 1.0000 1.0000
Children's Mental Health HCBS Waiver N/A N/A N/A N/A 1.0000 1.0000 1.0000 1.0000
Milliman, Inc.
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Appendix C

State of lowa
Department of Human Services, Division of Medical Assistance

SFY 2018 |IA Health Link LTSS Risk Adjustment
Development of Normalized Risk Scores

Capitation

SFY 2018 Rebalanced Distribution

Scored / Unscored Blended Risk Scores

. . AmeriHealth United . AmeriHealth United
Population Rate| Amerigroup Caritas Healthcare Amerigroup Caritas Healthcare All MCOs
Elderly
Custodial Care Nursing Facility 65+ $4,113.42 64.36% 37.88% 62.61% 0.9994 0.9938 1.0108 1.0000
Hospice 65+ 3,059.44 4.27% 2.32% 4.82% 1.0000 1.0000 1.0000 1.0000
Elderly HCBS Waiver 1,153.03 31.37% 59.80% 32.57% 0.9841 1.0039 0.9962 1.0000
Composite 100.00% 100.00% 100.00% 0.9977 0.9970 1.0085 1.0000
Physical Disability
Custodial Care Nursing Facility <65 $4,342.43 30.13% 23.46% 29.94% 0.9961 0.9976 1.0083 1.0000
Hospice <65 4,817.87 1.14% 0.80% 1.20% 1.0000 1.0000 1.0000 1.0000
Non-Dual Skilled Nursing Facility 18,505.41 2.35% 2.20% 2.05% 1.0000 1.0000 1.0000 1.0000
Dual HCBS Waivers: PD; H&D 1,297.11 25.60% 20.21% 27.16% 0.9846 1.0239 0.9810 1.0000
Non-Dual HCBS Waivers: PD; H&D; AIDS 1,686.90 28.01% 19.86% 27.72% 0.9212 1.0470 1.0258 1.0000
Brain Injury HCBS Waiver 2,703.10 12.77% 33.46% 11.93% 0.9821 1.0006 1.0188 1.0000
Composite 100.00% 100.00% 100.00% 0.9818 1.0068 1.0077 1.0000
Intellectual Disability
ICF/MR $9,919.02 22.85% 7.49% 14.42% 1.0078 0.9957 1.0045 1.0000
State Resource Center 28,463.93 7.20% 1.09% 9.17% 0.9935 1.0029 1.0039 1.0000
Intellectual Disability HCBS Waiver 3,766.29 69.95% 91.42% 76.41% 0.8969 1.0254 0.8315 1.0000
Composite 100.00% 100.00% 100.00% 0.9615 1.0189 0.9323 1.0000
Children's Mental Health
Children in a Psychiatric Mental Institute (PMIC) $5,938.67 26.66% 26.06% 28.41% 1.0000 1.0000 1.0000 1.0000
Children's Mental Health HCBS Waiver 977.33 73.34% 73.94% 71.59% 1.0000 1.0000 1.0000 1.0000
Composite 100.00% 100.00% 100.00% 1.0000 1.0000 1.0000 1.0000
Milliman, Inc.
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