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M Deloitte Consulting LLP
50 South Sixth Street
Suite 2800
Minngapolls, MN 55402

usa

Tel: +1 612 397 4000
www . deloltte.com

July 12, 2018

Nancy Storant/Teresa Fleming

State Purchasing Bureau, State of Nebraska
1526 K Street, Suite 130

Lincoln, NE 68508

RE: Request for Proposal for Medicaid Actuarial and Consulting
Services (RFP 5858 Z1)

Dear Ms. Storant and Ms. Fleming:

Deloitte Consulting LLP (Deloitte) is pleased to submit this proposal to the
State of Nebraska, Department of Health and Human Services to provide
Medicaid Actuarial and Consulting Services for RFP 5868 Z1. We have
reviewed the requirements in your RFP and have assembled a team with the
depth of experience and skills to meet your needs.

We are providing one (1) original copy of the Technical Proposal; one (1)
original copy of the Cost Proposal; and one (1) separately sealed copy of our
Proprietary Information.

We have organized our responses per RFP requirements, as follows:

Section 1 - Request for Proposal Form, which is responsive to RFP
Section VI.A.1

Section 2 — Corporate Overview, which is responsive to RFP Section
VI.A.2

Section 3 - Technical Approach, which is responsive to RFP Section
VI.LA.3

Cost Proposal, which is responsive to RFP Section VII

The State of Nebraska has been, and continues to be a very important and
valued client to Deloitte. We look forward to working with you and building
off the successes of our ongoing Data Management and Anaiytics (DMA)
engagement. We appreciate this opportunity to continue our relationship.

As used in this document, "Deloitte" means Deloitte Consulting LLP, a subsidiary of Deloitte
LLP.

Please se¢ or a detailed description of the legal structure of
Deloitte LLr aiiw o suusiiar ics.
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Very truly yours,
Deloitte Consulting LLP

By:

Tim FitzPatrick
Principal
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Request for Proposal Form
Section 1

RFP Reference: Section VI.A.1, Page 30

REQUEST FOR PROPOSAL FORM

By slgning the "RFP for Contractual Services” form, the bidder guarantees campllance with the provisions stated in this RFP, agrees
to the Terms and Conditions stated in this RFP unless otherwise agreed to, and certifles bidder maintains a drug free work place
envirpnment,

The RFP for Contractual Services form must be signed using an indelible method (not electronically) and returned per the schedule
of events in order ta be cansldered for an award.

Sealed proposals must be received in the State Purchasing Bureau by the date and time of the proposal opening per the Schedule
of Events. No late proposals will be accepted. No electronic, e-mail, fax, vaice, or telephone proposals wlll be accepted.

It is the responsibility of the bidder to check the website for all Information relevant to this solicitation to include addenda and/or
amendments Issued prior to the opening date. Website address is as follows: http://das.nebraska.gov/materiel/purchasing.html

Further, Sections II through VII must be completed and returned with the proposal response.

Following is our signed Request for Proposal for Contractual Services form, cur completed
Bidder Contact Sheet (Form A), acknowledgement of the RFP addenda, and our responses
to RFP Section II, Terms and Conditions, RFP Section III, Contractor Duties, and RFP
Section IV, Payment.

For the remaining responses to RFP Section V, Project Descriptions and Scope of Work and
RFP Section VI, Proposal Instructions, please refer to Section 2, Corporate Qverview and
Section 3, Technical Proposal of our response.

For the response to RFP Section VII, Cost Proposal Requirements, please refer to Section 4,
Cost Propesal, submitted under separate cover.
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Form A
Bidder Contact Sheet

Request for Proposal Number 5868 Z1

Form A should be completed and submitted with each response to this RFP. This is intended to
provide the State with information on the bidder's name and address, and the specific person(s)
who are responsible for preparation of the bidder's response.

Preparation of Response Contact Information

Bidder Name: Deloitte Consulting LLP

Bidder Address: 50 South Sixth Street, Minneapolis, MN 55402
Contact Person & Title: Tim FitzPatrick, Principal

E-mail Address: thtzpatrick@deloitte. com

Telephone Number (Office); 612-397-4650

Telephone Number (Cellular): 651-247-2039

Fax Number: 612-692-4850

Each bidder should also designate a specific contact person who will be responsible for
responding to the State if any clarifications of the bidder's response should become necessary.
This will also be the person who the State contacts to set up a presentation/demonstration, if
required.

Communication with the State Contact Information

Bidder Name: Deloitte Consulting LLP

Bidder Address: 50 South Sixth Street, Minneapolis, MN 55402
Contact Person & Title: Tim FitzPatrick, Principal

E-mail Address: titzpatrick@deloitte.corn

Telephone Number (Office): 612-397-4650

Telephone Number {Cellular): 651-247-2039

Fax Number: 612-892-4650
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Acknowledgement of Addendum 1

Deloitte acknowledges the following RFP addendum.

ADDENDUM ONE
REVISED SCHEDULE OF EVENTS

Date: June 27, 2018
To: All Bidders
From: Nancy Storant / Teresa Fleming, Buyers

AS Materiel Purchasing
RE: Addendum for RFP Number 5868 Z1

.|
Schedule of Events
The State expects to adhere to the tentative procurement schedule shown below. It should be noted,

however, that some dates are approximate and subject to change. It is the Bidder's responsibility to check
the State Purchasing Bureau website for all addenda or amendments.

ACTIVITY DATEITIME
State responds to written questions through RFP “Addendum” and/or Hane282040
3 “Amendment” to be posted to the Internet at: and/or
" | hitp://das.nebraska.gov/materiel/purchasing. html
Proposal opening July 11, 2018
4 Location: State Purchasing Bureau
' 1526 K Street, Suite 130
Lincoln, NE 68508
5 Review for conformance to RFP requirements July 11, 2018
Evaluation period July 13, 2018
July 20, 2018
7 “Oral Interviews/Presentations and/or Demoenstrations” (if required) TBD
8 Post “Intent to Award” to Internet at: August 1, 2018
" |http:fidas .nebraska.gov/materiel/purchasing .html
Contract finalization period August 1, 2018
9. Through
August 31, 2018
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ACTIVITY DATE/TIME
10 Contract award September 1, 2018
11 Contractor start date September 1, 2018

This addendum will become part of the proposal and should be acknowledged with the RFP
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2. Section |, Part vV

3 Section I, Part .J

Page 6

rays v

This part references “...evaluate
proposals and award
contract(s) in a manner...."
(emphasis added). Is the State
intending to select one vendor
for the total/all SOWSs or will the
State make multiple awards to
different vendors for different
SOWs?

The State's intent is to award
to a single contractor for RFP
5868 Z1. However, Section |.
V. states that “The State
reserves the right to evaluate
proposals and award contracts
in a manner utilizing criteria
selected at the State's
discretion and in the State’s
best interest.”

vy e oae wenisider a
proposed mutually agreeable
limit of liability for this contract
(e.g., one times fees or a fixed
dollar amount)?

4, Section V, Part B.4

Page 24

If Nebraska chooses to pursue a
managed long term care
initiative, will that optional work
be considered under Scope of
Work (SOW) 8 Special Projects?

No. The limitation of liab ¢
prohibition stems from the
operation of Article XIII
sections 1 and 3 of the State
Constitution. Section 1
prehibits the State from
extending the State's credit
and Section 3 limits the State’s
cumulative indemnification on
all State contracts to $100,000
(since the State has thousands
of contracts, effectively, we can
indemnify no one). By
agreeing to a limitation of
liability the State, as a matter of
law, could be violating both
sections. If the State were
damaged in the amount of
$5M, but we have agreedio a
$2M limitation of liability we are
indemnifying the contractor for
the other $3M and since the
State would have to pay the
other $3M we are extending
the State's checkbook (credit)
for the $3M. Attorneys often
argue that these sections do
not address limitations of
liability, and while it is true that
they do not mention limitations
of liability directly, oftentimes
statutes have a second and
third order effect that may or
may not have been

intended. The State's
interpretation of its own law is
that it is an issue, and we have
to live with that interpret of our
laws until a court tells us that

Yes
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performed.” However, in Section
VI Part A.3 {page 33) the specific
Proposal [nstructions specify that
the Technical Approach should
consist offaddress items a-e,
which is similar to the 2013 RFP.

To ensure the evaluation
process is not “overly time
consuming” (page 3}, can the
State please clarify/confirm that
all Vendors are to structure their
technical proposals to explicitly
address the Technical Approach
items a-e from page 33 in
response to each scope of work
{SOW), and that items a-j on
page 25 are for general
informational purposes ta be
incorporated in the technical
response as applicable?

Section V Pages 25- | Can the State please specify the
5. 29 current rating/upper payment
limits (UPLs) periods (i.e., the
12-month period, which could
be a calendar year, state fiscal
year or other 12-month period}
for which the applicable
;atiifuleﬂs are prospec’(l'ue't.a'ly set | The current rating period for
orine Tollowing programs: Heritage Health Program is
: based on the Calendar Year
1. Heritage Health
g ).
The current UPL rating/contract
i . period for the PACE program is
2. Frogram of 'é:'dg‘rf;“s'”e for State Fiscal Year (SFY).
(PACE)
The current rating period
Dental Benefit Program is set
3 Dental Prepaid from October-September.
Ambulatory Health Plan
(PAHP) The State is exploring
changing the rating period to
E)o::at:geest:fetgehs:rerear;y plans align with Heritage Health
rogram (CY).
rating/UPL time periods tc a prog €N
different prospective time period
in the foreseeable future?
6. Section V, Part C Page 25 Section V Part C contains a list The bidder should respond to
and Section VI, and Page | of items in a-j related to each item in Section \{‘C‘G.a—j
Part A3 a3 “minimum requirements to be separately, when applicable,

while incorporating Technical
Approach requirements in
Section VI.A.3,
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7. Section V, Part C

Page 25

Can the State please provide the
amounts paid in SFY 16-17 (i.e.,
July 2016 to June 2017) and
SFY 17-18 year-to-date (July
2017 to June 2018) respectively,
to the current Actuary for each
SOW item in contract #55789 C4
and contract #58451 04,
respectively?

Contract 55789 04:
FY 18-17

SOW 1: § 54,354.93
SOW 2: $126,550.00
SOW 3: $ 34,175.00
SOW 4: 3 29,000.00
SOW 5: $142.473.35

FY 17-18
SOW 1: $259,063.16
S0W 2: $ 63,275.00

Contract 58451 C4

FY t6-17

SOW 2: $120,326.79
SOW 3: $102,416.12
SOW 4: $352,200.54

FY 17-18

SOW 2: $366,448.06
SOW 3: $194,696.88
SOW4: $416,887.78
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B. Section V, Part D, Page 25 SOW 1 reads similarly to SOW 2
SOW 1 in terms of the steps {o be
completed except SOW 2
includes work to develop a new
base data set. However, the
Cost Proposal indicates that the
State would pay for both SOW 1
and SOW 2 to be completed in
the same year (in the year that
the State undertakes SOW 2).

Can the State please elaborate
on the differences between SOW
1 and SOW 2 and why the
Vendor might be paid for
developing rates under both
SOW 1 and SOW 2 in a given
year if the only difference is
developing the new base data
step covered in SOW 27

Rebasing of rates generally
refers to using base data from
a more recent time period to
develop capitation rates along
with updating assumptions
and/or revisiting the variables
that went into developing the
original rates. Updating of rates
involves adjusting existing
rates to reflect the impacts of
any program, benefit,
population, trend, or other
changes between the rating
period of the existing rates and
the rating period of the updated
rates. )

The State does not intend to
remove SOW 2 from this RFP.

g. Section V, Part D, Page 25 Has the State already

SOW 1 implemented a diagnostic-based
risk adjustment process (e.g.,
Chronic lliness and Disability
Payment System (CDPS),
CDPS+Rx, Adjusted Clinical
Groups (ACGs), Clinical Risk
Groups {CRGs), Diagnostic Cost
Groups {DCGs), Episode
Treatment Groups/Episode Risk
Groups (ETGS/ERGs), Medicaid
Rx, Diagnostic-related Groups
{DRGs), Hierarchical Condition
Categories (HCCs), Other)?.

If so, what model was selected,
when was it implemented, and
how frequently are the risk
scores updated to adjust
managed care crganization
(MCQO) payment rates (e.g.,
annually, semi-annually,

For calendar year 2018
capitation rates development,
the State risk adjusted for
certain populations by applying
the following UCSD (a
diagnostic classification
system) risk score tools:
Medicaid Rx, Chronic lliness
and Disability Payment System
(CDPS), Combined Chronic
lliness and Pharmacy Payment
System (CDPS+Rx) The
CY2018 capitation rates are
currently under CMS’s review.

Since this was just
implemented in January 2018,
the frequency of updating risk
scores has not been
determined.

running mock data runs,
deciding on a number of policy
issues, trainings/orientation with
the Heritage Health MCOs, and
other factors that can be a large
one-time implementation cost
until the process becomes a
normal part of the workflow

quarterly)?
10. Section V, Part D, Page 25 Implementing diagnostic-based The State anticipates the
SOW 1 risk adjustment often requires diagnostic-based risk

adjustment to be an integral
part of SOW #1 Capitation
Rate setting. For instance, as
pait of CY2018 rate setting
process, the State risk adjusted
for certain populations by
applying the following UCSD (a
diagnostic classification
system) risk score tools:
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cycle. If a diagnostic-based risk
adjustment process (e.g. CDPS,
CDPS+Rx, ACGs, CRGs, DCGs,
ETGs/ERGs, Medicaid Rx,
DRGs, HCCs, Other} has not
been implemented yet, in what
plan year(s) is this
developmeni/implementation
work expected to occur?

Medicaid Rx, Chronic lliness
and Disability Payment Systemn
{CDPS), Combined Chronic
lliness and Pharmacy Payment
System (CDPS+Rx).

The process of
exploring/analyzing the
possibility of changing and/or
adding new diagnostic-based
risk adjustment
methodology/software should
be categorized under SOW #8,
until adopted by the State, then
implemented later under SOW
#1 at no additional cost.

11.

Section V, Part D,
SOW 1

Page 25

If risk adjustment is not ancady
implemented, when the State
decides to develop, test,
impiement, and operationaiize a
diagnostic-based risk adjustment
model/process (e.g., CDPS,
CDPS+Rx, ACGs, CRGs, DCGs,
ETGs/ERGs, Medicaid Rx,
DRGs, HCCs, Other) will those
activities be considered a SOW
8 Special Project?

Please see response to
Question #10.

12.

Section V, Part D,
Sow 1

Page 25

Does the State require the
Actuary to intake, process, and
use detailed person-/claim-level
encounter data (i.e., protected
health information) to support
rate development or is summary-
level data provided by the State
and/or the Heritage Health
MCOs foru  y the Actuary?

If detailed protected health
information-level data is
required, will the State and/for
your Medicaid Management
Information System (MMIS)
vendor provide detailed file
layouts, data dicticnaries,
validation tntals and anv nthar

dUGUMITHCGY dNna CAMMHewEness or
the data provided to the
Actuary?

At a minimum, claims and
member data will be at the
detail level. Additional data
may be at the detail or
aggregate level, as
appropriate. It is required that
the contractor will store and
maintain the Nebraska data in
a secure data warehouse.

The managed care entities are
contractually required to
provide accurate, valid
encounter data. The data will
be a combination of FFS and
encounter records. The
provision of data will be
decided by the State, after
coordinating data sources with
the contractor.
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13.

Section V, Part D,
SOW 1, tem 2

Page 26

SOW 1, item 2.j says "Develop
or assist in development of rate
methodology for any new
program(s) that may be
implemented during the contract
period.” If there are any new
programi{s) implemented during
the contract period, will related
rate development activities be
considered a SOW 8 Special
Project?

Please see response to
Question #10.

All new programs requested
will be implemented through
the Change Order process.

14,

Section V, Parl D,
SOW 1

Page 26

Can the State please describe
the expected process the State
will use to arrive at final contract
rates with each Heritage Health
MCO during the contract period?

For example, does the State
conduct several meetings with
each MCO to negotiate final
rates or does the State make a
“take it or leave it” offer to each
MCO?

How many meetings per rate
cycle does the State anticipate
will be needed with the Actuary
and the MCOs to finalize rates?

Traditionally, over several on-
site and webinar meetings, the
actuary provides several rate
options with their
recommendation to the State.
The actuary will then present
the State's proposed rates to
the MCOs. Feedback from the
MCOs and the state are then
evaluated which could result in
additional rate
presentations/discussions. The
State will determine on the final
rates with respect to SOW1.3.g

The State anticipates 3-5
meetings with the MCOs per
rate cycle to finalize rates.
Additional meetings may be
scheduled as necessary.

15.

Section V, Part E,
SOW 2 and
Afttachment A Cost
Proposal

Pages 26-
27 and
Attachment
A

SOW 1 requires a price for every
year of work and SOW 2 is only
once during the initial 5 year
contract period (and once per
each optional 2-year renewal). It
seems duplicative for SOW 2 to
cover the full price of the entire
rate development process (e.g.,
new base data, trend, program
changes, assumptions, other)
and in the same work year have
SOW 1 cover the same rate
development process/steps price
excluding updating the new base
data.

Rebasing of rates generally
refers to using base data from
a more recent time period to
develop capitation rates along
with updating assumptions
and/or revisiting the variables
that went into developing the
original rates. Updating of rates
involves adjusting existing
rates to reflect the impacts of
any program, benefit,
population, trend, or other
changes between the rating
period of the existing rates and
the rating period of the updated
rates. CMS recommends a
rebasing every 3-5 years. The
initial contract term is five (5)
years and rebasing is likely to
occur. Rebasing may or may
nct be requested each optional
renewal period but a pricing is
required in the event rebasing
is required.
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Is SOW 2 limited to only to the
price for work associated with
developing a new/updated base
data and all other Heritage
Health rate development
steps/processes are to be
included in the price for SOW 17

SOW 2 is only associated with
Rebasing activities that are not
included in SOW 1 Rate
Setting activities and are priced
separately.

16.

Section V, Part E,
SOW 2, ltem 1

Pages 26-
27

SOW 2, ltem 1 “Policy and
Financial Management
Consulting Services” includes an
array of very different activities.
As it relates to avoiding an
“overly time consuming” (page 3)
effort to evaluate, does the State
want Vendors to respond to each
and every item in this list
separately and incorporate the
Technical Approach
requirements a-e from page 33
in each item separately or can
the Vendor respond tn this group
of services collectivel

Please see response to
Question #6.
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very different services with
separate deliverables and likely
separate timing. The Cost
Proposal does not allow for
separate pricing of these Policy
and Financial Management
Consulting services. Would the
State be willing to allow for
separate pricing of the
Policy/Financial Management
work as a subcomponent(s) to
SOW 2 similar to the structure
used in the Cost Proposal for
SOow 1?

If this approach is acceptable to
the State, can the State please
revise the Attachment A Cost
Proposal form?

17, Section V, Part E, Pages 26- | SOW 2 includes several work Yes, Policy and Financial

SOW 2 27 topics under item 1 labeled Management Consulting
“Pglicy and Financial Services are an integral part of
Management Consulting S0OW 2 and are only to be
Services". However, the Cost completed ance per applicable
Proposal (Attachment A) does contrac_:l period during the
not include a separate line for Rebasing.
Policy and Financial Although the State will
Management Consulting separately score the Policy and
Services” pricing. Therefore, are | Financial Management
the "Policy and Financial Consulting Services (Part E 1.
Management Consulting a-j ) from the Rebasing
Services” only to be done once Activities (Part E. a.-g)., the
per applicable contract period as | bidder should submit a
noted in Atlachment A like the combined total pricing in
other part of SOW 27 Attachment A Cost Proposal

for all services under SOW 2.
18. Section V, Part E, Pages 26- | SOW 2 includes “Capitation Rate | Please see response to
SOW 2 And Cost 27 and Rebasing” and "Policy and Question #17.
Proposal Attachment | Financial Management
A Consulting” services which are
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19.

Section V, Part E,
SOW 2

And Cost Proposal

Pages 26-
27 and
Attachment
A

SOW 2, Item 1 "Policy and
Financial Management
Consulting Services” covers a
diverse array of different
activities in items a-j. From a
Cost Proposal perspective, can
the Vendor submit a dollar
amount for this collective piece
of work and then work
collaboratively with the State to
prioritize and decide which
specific activity(ies) to undertake
in the applicable plan year within
the parameters of the work
budget?

What, if any, is the maximum
budget for each plan year for all
of the variety of activities listed in
items a-j under the “Policy and
Financial Management
Consulting Services” in SOW 27

Please see response to
Question #17

There is no established budget.
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20.

Section V, Part G,
SOW 4

Page 27

Nebraska's Medicaid State Plan
indicates that the Programs of
All-inclusive Care of the Elderly
{PACE) capitation rates are set
as a percentage of the Upper
Payment Level {UPL). This is a
commeon approach used by
states to set their PACE
capitation rates and avoids the
need for states to incur the
additional time/cost of
developing separate PACE rates
{which are not required by the
Centers for Medicare and
Medicaid Services {(CMS) to be
actuarially sound}. Is the
Actuary/Vendor responsible to
set the PACE UPLs only (as
indicated on Attachment A} and
the rates will then be determined
as a percentage of this UPL
through negotiation with the
respective PACE site(s)?

If not, what is the process the
State expects of the
Actuary/vendor?

The contractor will be
responsible for setting the
PACE UPLs. The contractor
will assist the State in
determining the appropriate
percentage of the UPL for the
PACE final rates.

21.

Section V, Part G,
SOW 4

Page 27

Is Immanuel Pathways the only
current PACE site operating in
Nebraska?

Does Nebraska expect to
implement additional PACE sites
in geographic service/catchment
areas outside of the geographic
area(s) covered by the current
structure of the PACE UPLs
during this actuarial services
contract period?

Yes

No, not at this time.

22,

Section V, Part G,
SOW 4

Page 27

Are PACE UPLs alsa required to
be completed five months/150
days prior to their effective date?

If not, when does the State
prefer to receive the final PACE
UPLs?

The PACE UPLs are not
required to be completed five
months/150 days prior to their
effective date.

The decision regarding the
timeline of the submission of
the final PACE UPLs will be
made by the State with input
from the contractor.




The State of Nebraska Department of Administrative Services {(DAS)
Medicaid Managed Care Actuarial And Consulting Services

Solicitation Number: RFP 5868 Z1

program, item ¢ in SOW 6 says
"Develop a risk adjustment
methodology”. Since the State
uses a single statewide Dental
PAHP {per the State’s 1915b
waiver), what is expected from
the Vendor in terms of a risk
adjustment methodology for this
SOW?

If in the future, the State
contracts with multiple,
competing DBM PAHPs, would
the State consider developing a
dental-specific risk adjustment
methodology as a Special
Project under SOW 87

23. Section V, Part H, Page 27 The CMS website does not list a | The State currently is in the
SOW 5 current 1115 waiver for process of drafting an 1115
Nebraska. 1115 waivers usually | waiver, limited to SUD
require an extensive stakeholder | Sevices.
process, strategy/planning
sessgions, camplex budget
neutrality calculations, concept
papers, and potentially resource-
intensive negotiations with CMS,
What is the status of Nebraska's
1115 waiver and is it limited to a
Substance Use Disorder (SUD)
Waiver only?
The 1115 SUD waiver is only in
the drafting phase and there is
When is this 1115 SUD waiver | qomio CMo submission
expected to be submitted to
CMs?
No, there is no stakeholder
process completed at this time.
Has Nebraska completed the
stakeholder process for the 1115
SUD waiver?
24, Section V, Parl |, Page 28 For the Dental Prepaid No risk adjustment has been
SOW 6 Ambulatory Health Plan (PAHP) | incorporated into the current

Dental capitation rates, since
this is the first cantract year for
the DBPM in Nebraska
Medicaid. However, the State
requires the contractor to
identify or assess the risk
differences across the dental
population and recommend the
appropriate risk score tools in
developing the risk adjustment
methodology.

No, the dental specific risk
adjustment activities are
included in SOW 6 Dental Rate
Setting.
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25,

Section VI, Part A.
2b

Page 30

Can the Vendor provide a web
link to our public company's
audited financial reports and
statements or does Nebraska
require these rather lengthy
documents be included in an
Appendix to the Technical
Proposal?

No. Please provide
documentation per the
requirements of the RFP.

26.

Section VI, Part
A2

Page 32

Does the State expect
references for all staff including
office support staff/junior
analysts proposed for this
contract or is it acceptable to
include references only for key
staff: Principal, Consultant, and
Analyst (meeting minimum
requirements), actuaries, and
project managers, etc.?

Bidders may submit references
for only key staff members.

27.

Section VI, Part
A2

Page 32

This section indicates "Each
Consultant or Analyst must have
a minimum of five (5} years'
experience in the SOW project
they are assigned. The Bidder
must identify the Consultant or
Analyst assigned to each
project.” Is it acceptable to the
State for each project to include
staff that meet this minimum
requirement but alse include
other staff with lesser experience
to support the SOW project?
This will allow the vendor to
produce high quality work and
still be cost effective for the
State.

Yes

28,

Section VI, Part A
and Attachment A

Page 34
and
Attachment
A

Given the potential 11 year
duration of this contract, will the
State work with the awarded
Vendor to modify related SCWs
or utilize SOW 8 — Special
Projects to address significant
State or Federal changes
impacting the services required
of this RFP?

All State and Federal
regulation changes will be
implemented through the
Change Order process.
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includes an “x" in every plan
year. Given most 1115 waivers
cover a five-year period, what
work is the State expecting
related to the waiver in each plan

year?

29. Attachment A Cost | Attachment | In the Cost Proposal, SOW 2 — Rebasing will occur at least
Proposal and A and Page | Capitation Rate Rebasing is once per contract period.
Section V, Part E, 26 specifically listed as happening
SOW 2 *One (1) time for contract The last sentence in paragraph
duration.” However, in the one (1) of Section V. E. is
description of SOW 2 in Section ?o“il":z!s’_ame"de" to read as
V Part E on page 26 the RFP '
says "The rebasing activity “':,i" The rebasing activity will occur
occur at least once annually. at least once per contract
Can the State please period.
confirm/correct the language in
Section V Part E SOW 2 on
page 26 that the rate rebasing
activity will occur once per
contract period to align with the
Attachment A Cost Proposal?
30. Attachment A Cost Attachment | In tha Cost Proposal, the line The o uwes S i ST
Proposal A labeled "SOW 3 — 1815(b) an update every year given the
Waiver’ includes an “x” in every | waiver does cover a two year
plan year. Given the waiver period however certain
covers a two-year period, what monl_tonng and activities are
work is the State expecting reqm_red to b}"’ performed on an
Lo ongoing basis.
related to the waiver in each plan
year?
31. Attachment A Cost | Attachment | In the Cost Proposal, the line The State requires the
Proposal A labeled “SOW 5 — 1115 Waiver” | contractor to accomplish

activities including, but not
limited to the monitoring,
tracking, reporting of
expenditures to meet 1115
Waiver budget neutrality and
any State and/or federal
compliance requirements
regarding 1115 Waiver.
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Security Breach, Denial of
Service, Remediation, Fines and
Penalties”

32. Attachment A Cost | Attachment | SOW 6 requires a price for every | Rebasing of rates generally
Proposal A year of work and SOW 7 is only | refers to using base data from
once during the initial five year a more recent time period to
contract period {and once per develop capitation rates along
each optional two-year renewal). | With updating assumptions
it seems duplicative for SOw 7 | 2ndfor revisiting th? variables
to cover the full price of the th_at_went into developing the
. original rates. Updating of rates
entire Dental PAHP rate involves adjusting existing
development process {€.., NeW | raies to reflect the impacts of
dental base data, trend, program | any program, benefit,
changes, assumptions, other) population, trend, or other
and in the same work year have changes between the rating
SQOW 6 cover the same Dental period of the existing rates and
PAHP rate development the rating period of the updated
process/steps price excluding rates.
updating the new dental base
data.
No, SOW 7 is only associated
with Rebasing activities and
are not included in SOW 6
Is SOW 7 limited to only to the Rate Setting activities and are
price for work associated with priced separately.
developing a new/updated
Dental PAHP base data and all
other PAHP rate development
steps/processes are to be
included in the price for
SOwW 67
33. R. EVALUATION 4 Please provide examples of If additional information or
QOF PROPOSALS “such other information that may | issues are identified during the
be secured and that has a reference check process the
bearing on the decision to award | State reserves the right to
the contract.” investigate further or ask for
clarification from the bidder.

34. U. REFERENCE 6 Are reference and/or credit Corporate level only
AND CREDIT checks conducted at the
CHECKS corporate, individual employee

level, or both?

35. REQUIRED 19 Are the complete definitions for The State of Nebraska has not
INSURANCE the following publicly available defined these terms. The
COVERAGE and referenced in the context of | definitions would be based

the State of Nebraska or related | upon the insurance industry
CYBER division? “Breach of Privacy, standard definitions.
LIABILITY
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36. D. SOW 1 - 25 What is the source of medical Truven/Advantage Suite and or
CAPITATION RATE and pharmacy data? MMIS are the source of
SETTING medical and pharmacy
encounter data.
1. Rate Data _
Analysis and Is this encounter data? The decision regarding
Manipulation extracting encounter data will
be made by the State with
c. ﬁna:yze medical ls it provided directly by the input from the contractor,
zgwizea;:}?szgion State or Department, or a third
. oy
and cost profile party intermediary?
patterns by
category of service
for all Managed
Care cohorts
37. D. SOW 1 - 26 How often does the Department | The State anticipates 3-5
CAPITATION anticipate having Contract onsite visits on an annual
RATE SETTING resources onsite? basis.
3. Capitation Rate
Finalization
f. Attend,

participate, and
provide support in
the Department's
rate setting
discussions and
meetings with
CMS.
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38.

E. SOW2 -
CAPITATION
RATE REBASING

1. Policy and
Financial
Management
Consulting
Services

a. Work
collaboratively with
the Department in
the exploration of
various Value
Based Payment
{VBP) models for
the Department’s
Medicaid program
as an alternative to
the current
reimbursement
structure. Models
include the use of
Managed Care
Qrganizations
(MCOs},
Accountable Care
QOrganizations
(ACCs), and
Independent
Practice
Associations {IPAs)
to incorporate
shared savings,
bundled payment
mechanisms based
on an episode of
care rather than an
individual visit, and
other total cost of
care models.

26

Does the Deparlment implement
an existing total cost of care
{TCCOC) methodology today?

Does the Department desire to
use technologies and algorithms
that support alternative payment
models such as
PROMETHEUS® Analytics?

Is there a different incumbent
vendor providing this SOW
rather than the incumbent
actuary?

What is required for the on-site
plan audit reviews?

What porlion of the cost proposal
do the Policy and Financial
Management Consulting
Services fall under?

No

No, the State does not intend
to utilize Prometheus as a
payment (emphasis added)
model.

No.,

This decision will be made by
the State with input from the
contractor.

Refer to SOW 2 in Section V.E.
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38. E.SOW2 - 27 Does the Department currently The State anticipates using

data visualization tools for

CAPITATION
RATE REBASING

1. Policy and
Financial
Management
Consulting
Services

f. Develop
dashboard
reporting with
benchmark
comparisons by
category of service
for the Managed
Care programs;

use or desire to use {if not
currently used) data visualization
tools such as Tableau for
dashboards and analytics
reporting needs?

40.

h. Summary of
Bidder's Corporate
Experience

i. Provide narrative
descriptions to
highlight the
similarities between
the bidder's
experience and this
RFP. These
descriptions should
include:

e. Experience with
risk adjusted rate
setting techniques
in general and
specifically with
various risk group
models, such as
the Clinical Risk
Group {CRG),
Hierarchical
Condition
Categories (HCCs),
etc.

Ky

Does the Department current.,
use 3M (CRGs), HCCs or both
for risk-adjustment?

Is the Department evaluating or
considering the use of other risk
adjustment technologies (i.e.
groupers)?

dashboards.

TR AT I LA WD T

currently use 3M CRGs, or

HCCs, but the State is

currently exploring those and

other risk-adjustment
Technologies.

41.

Section I.C -
Schedule of Events

Page 2

The RFP states that the contract
will be awarded 9/1/18. Will the
winning vendor be responsible
for development of CY19
capitation rates, or will that be
completed by the current
vendor?

Current Contractor is

responsible for CY19 Rate

Setting.
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Capitation Rate Rebasing will
occur at least once annually. The
Cost Proposal indicates that
SOW 2 will occur onee during
the contract duration. How often
will this service be performed
under the contract?

42, Section | Page 3 Subsection J states “Proposal The State does not have a
responses should include the desired section to include Form
completed Form A, “Bidder A
Contact Sheet™. The RFP does
not specify where this should be
included in the response. Does
the State have a desired section
for including Form A?

43, Sections |-V Pages 7-23 | Does the state require original The bidder can note their
signature initials indicating response in any way that they
acceptance of contract terms, or | would like, either with a typed
is a digital signature sufficient? initial, check mark, or a “wet’

original.

44, Section V Page 24 | Subsection B.4 mentions an Please note that Section V.B.4,
optional Long-Term Care Long-Term Care Managed
Managed Care delivery system. | Care, indicates_optional. The
Long-Term Care Managed Care State currently does not have a
is not mentioned in the Long-Term Care Managed
subsequent Scope of Work Care Program. Should the
sections. Is the winning vendor State opt to implement such
expected to perform Long-Term program, the awarded
Care Managed Care rate setting cont_racior would perform these

services under SOW 8.
work on behalf of the
Department?

45. Section V Page 26 Subsection 3.g. notes that final The 150 days noted in the RFP
rates must be submitted 150 are prior to submission to
days or 5 months prior to their CMS.
effective date. Given CMS’
requirement of rates being
submitted 90 days in advance of
the effective date, is the 150
days noted in the RFP reflective
of when rates need to be
finalized and submitted to the
Department, or when they need
to be submitted to CMS?

U, vouuun V Page 26 Subsection E notes that SOW 2- | Please see response to

Question #29
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47.

Section VI

Page 32

Subsection A.2.j states “The
proposed Principal must have a
minimum of ten (10) years
actuarial consulting experience
in the public sector and must
have a Bachelor's Degree in
Actuarial Science...”. Are
degrees in related fiekds such as
Mathematics and Statistics
acceptable in place of an
Actuarial Science degree? If not,
can the Principal be an
Associate or Fellow of the
Society of Actuaries (ASA or
FSA) and a Member of the
American Academy of Actuaries
{MAAA) to fulfill the Actuarial
Science degree requirement?

Yes

48.

Cost Proposal

Attachment
A

We do not see a specific section
for the Long-Term Care
Managed Care (optional}
program noted in the RFP. Is it
expected that any MLTSS rate
setting work would be
reimbursed via the hourly rates
submitted in response to the
Optional Services section of the
cost proposal?

Please see response to
Question #44,

49.

V.C Scope of Work
{SOW)

{(SOwW)

26

For SOW 2 please confirm that
Capitaticn Rate Rebasing and
Policy and Financial
Management Consulting
Services are both included in the
same scope of work.

How does the department
differentiate between the project
activities outlined in SOW 1
{(Annual Capitation Rate Setting)
compared to SOW 2 (Capitation
Rate Rebasing)?

Yes

POTWLALAAS WA AL REL A LI

#8.

51.

Attachment A Cost
Proposal

First page

Please confirm the frequency of
Capitation Rate Rebasing.
Aftachment A reads "one (1)

Tive-year contract tnis 18 not
compliant with CMS regulations.
SOW 2 on page 26 also
indicates that the rebasing
project will occur at least once
annually

Please see answer to Question
#29.
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which programs and populations
are in scope of this contract and
how many separate rate
certifications are required?

Additionally, how many rate

52. Attachment A Cost First page | Please clarify how costs should The proposed cost of the
Proposal be proposed for SOW 1 (Annual | overall SOW 1 line {Capitation
Capitation Rate Setting} and Rate Methodology
SOW 6 {Dental Rate Setting). Development Determination)
There is an "x" indicated for each | should be reflective of the
project task, as well as an "x" for fnc"t"';'t'gsl‘)f d??eesl;?sgr%;'rork
the overall SOW line in the grid. % Rate Setting.
Each project task aligns with
other activities listed in SOW 1
and priced separately. The
Capitation Rate Updates (2x or
more per year) reflect the cost
of some, but not all, of SOW 1
activities completed each
additional time within the
calendar year. The SOW 6 is
structured the same way.
53. VLA .h. Summary of 31-32 The corporate overview section The bidder may reference
Bidder's Corporate includes items related to risk different States to highlight
Experience adjustment, encounter data, their experience in the
prepaid inpatient health care, narrative project response.
PACE, and Managed Long Term
Care experience. Please provide
clarification on whether the RFP
response needs to address all of
these items for the same 3
states in the narrative response,
or whether the response may
reference different states to
highlight our experience in these
areas.
54, General N/A Does the State have a proposed | No, the State does not have an
budget for this engagement? established budget.
55. I.R. Evaluation of 4 Can the State please clarify how | Refer to the Evaluation Criteria
Proposals the cost proposal will be Part 4 — Cost Proposal Points
evaluated? for the initial contract period.
. . N Renewal Periods and the
Specifically, will the comblna_tlon Hourly Rate will not be scored.
of the base years and all optional
years be included in the
evaluation as one combined
cost?
Additionally, how will the rate
card submitted for the optional
services be evaluated?
56. V.C. Scope of Work 25 Can the State please clarify The covered programs are

those approved through the
Nebraska State Plan (Title XIX)
in addition to the PACE and
Waiver programs referenced in
this RFP. The State's Medicaid
program currently serves the
following populations:
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amendments typically occur on
an annual basis?

» Aged, Blind, and Disabled
(AABD)

* Children's Health Insurance
Program (CHIP)

* Family — Adults and Children
(Family}

+ Foster Care/Wards (Foster
Care)

» Katie Beckett

* Healthy Dual

* Dual LTC

* Non-Dual LTC

+ Dual Whaiver

* Non-Dual Waiver

Some cohorts are further split
by age and/or gender when
appropriate.

The State has historically
submitted two certification
letters to CMS per calendar
year,

Rate adjustments are subject
to State and Federal
mandates.

57.

V.C. Scope of Work

58.

V.C. Scope of Work

25

Can the State please clarify the
number of onsite meetings
and/or visits that are anticipated

for this engagement on an
annnal hagia”?

Please see the answer to
Cluestion #37

N Op—— X e - 1),
which of the requested services
within this RFP are currently
being performed by the
incumbent vendor?

59.

V.D.SOW 1 —
Capitation Rate
Setting

25

Inregards torisk __,___._._ .

a. Canthe State please
confirm the risk
adjustment
methodologies to be
utilized for the fiscal
year 2019 rates?

b. Does the State expect
the contactor to utilize a
consistent
methodology?

Refer to Contract 58451 04

Managed Care program’s risk
adjustr 1t is fully risk adjusted
{no phased in scores)
capitation rates and on a
prospective basis. The Risk
adjustment methodologies aim
to align MCO capitation rates
with the ralative heaith risk
profiles of their membership
mix. The State reserves the
right to adjust risk scores for
MCC's annually, =emi-

ally, ormore gque
warranted.

The State anticipates
reasonable changes to oceur in
the methodology with changes
in the Managed Care program,
poticies, and membership.
Changes to methodology
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¢. Wil the State obtain the
appropriate licenses for
the risk adjustment
software {if applicable)?

would be approved by the
State, actuarially sound, and
approved by CMS as part of
rate certification. The State will
consider the feedback from the
MCQs when making changes
to the risk adjustment
methodology.

No — it is the responsibility of
the contractor to purchase all
necessary software to perform
SOW in the RFP.

60.

v.D. SOW 1 -
Capitation Rate
Setting

25

Can the State please comment
on the quality of the available
encounter data and the State's
expectations of the credibility of
the data being utilized for the
upcoming rate development
processes?

The Managed Care entities are
contractually required to
provide accurate, valid
encounter data.
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Reporting and
Other Deliverables
for Rate Setting
Functions

services under 'Interim Reporting
and Other Deliverables for Rate
Setting Functions' appear 1o be
ad hoc in nature and/or may vary
in time and effort depending on
the nature of the request by the
State. Does the State have an
expected level of efforl (total
hours} or anticipated hiidget to
perform these service

61. V.D. SOW 1 - 25 Can the State please clarify how
Capitation Rate the data will be made available
Setting o the vendor and what level of
detail? Specificaliy,

a. |3 itexpected the At a minimum, claims and
vendor will store datain | Member data will be at the
adataw: ou or detail level. Additional data
access the necessary may be at the detail or
data for rate setting on | @ggregete level, as
State systems? ?hpproprtlata Itis I:et:wred tgat

. e contractor will store an

b. Wi" the data provided maintain the Nehraska data in
include MCO a secure data warehopuse.
encquntersa;ee-for- Please see Section II.R,
:neg(;cf?ﬁ::c' °|r do1:1e?r Business Associate Agreement

ial data? (BAA).

c. Wil the data provided
by the State be The managed care entities are
aggregated? contractually required to

provide accurate, valid
encounter data. The data will
be a combination of FFS and
encounter records. The
provision of data will be
decided by the State, after
coordinating data sources with
the contractor.

d. Does the State
anticipate the data to Yes
include protected health
information {PHI) and/or
perscnally identifiable
information (PI)?

e. What frequency will the
data be provided to the | This decision will be made by
vendor? the State with input from the

contractor
62. V.D.2. Interim 26 Many of these requested No, there is no established

budget or expected level of
total hours spent for thase
required services included in
SOW 1 Rate Setting.
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Waiver
Development and

timeline/roadmap for submitting
the 1115 application and

63. V.E.SOW 2 - 26 Can the State please clarify how | Please see response to
Capitation Rate the services in requested SOW 2 | question #8
Setting vary from SOW 1? It is our

understanding the base period
data would be rebased every
year and the required rate
development activities for SOW
2 would overlap the SOW 1
services.

64. V.E.1 Policy and 27 Many of these requested These services {ltems in
Financial services under ‘Policy and Section V.C.6.a-)) are ad hoc in
Management Financial Management nature and may or may not be
Consulting Consulting Services’ appear to applicable to each rebasing.
Services be ad hoc in nature andfor may

vary in time and effort depending
on the nature of the request by
the State. Does the State have
an expected level of effort {total
hours) or anticipated budget to
perform these services?

B5. V.EAf 27 Can the State please clarify how | The dashboard will be
often the dashboards will be refreshed upon receiving MCO
refreshed? Does the State have reports. There is no specific
a preferred software format? timeframe.

The software decision will be
made by the State with the
input of the Contractor.

66. V.E.1h 27 Can the State please clarify how | Please see response to
many on-site reviews are question #37
anticipated to be performed on
an annual basis?

87. V.EA 27 Can the State please clarify what | Heritage Health, the State’s
populations are anticipated to managed care program, went
transition from a service-based into effect January 1, 2017. No
payment arrangement to additional populations are
managed care, and the timing of | anticipated to join managed
each transition? care at this time.

68. V.H.SOW5-1115 27 The underlying effort to support Please see response to

Waiver an 1115 waiver submission may | question #23.
Development and vary based on the requested
Submigsion services. Does the State have an | There is no established budget
expected level of effort {total for this service.
hours) or anticipated budget to
perform these services?
B69. V.H. SOW 5 - 1115 27 Does the state have a target Please see response to

question #23.
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Submission

implementing the waiver upon
subsequent approval?

70.

V.. SOWB —
Dental Capitation
Rate Setting

27

Can the State please comment
on the quality of the available
dental data and the State's
expectations of the credibility of
the data being utilized for the
upcoming rate development
processes?

The dental managed care
entity is contractually required
to provide accurate, valid
encounter data.

71.

V.1.2. Interim
Reporting and
Other Deliverables
for Rate Setting
Functions

28

Many of these requested
services under ‘Interim Reporting
and Other Deliverables for Rate
Setting Functions' appear to be
ad hoc in nature and/or may vary
in time and effort depending on
the nature of the request by the
State. Does the State have an
expected level of effor (total
hours) or anticipated budget to
perform these services?

Please see response to
Question # 62.

72.

V.J. SOW 7 -
Dental Capitation
Rebasing

29

Can the State please clarify how
the services in requested SOW 7
vary from SOW 67 It is our
understanding the base period
data would be rebased every
year and the required rate
development activities for SOW
7 would overlap the SOW 6
services.

73.

Aftachment A —
Cost Proposal

The line item w1 wwvr « —
Capitation Rate Rebasing’
requests one price for the
contract duration and indicates
the rate rebasing will only occur
one time during the contract
duration, However, per the
language in Section V.E on page
27 of the RFP, it states the
rebasing will occur at least
annually. Can the state please
confirm that the rates will be
rebased annually and clarify how
the fees should be quoted in the
cost proposal?

Please sce respiies w

Please see response to
questions #32

question #29

74.

Attachment A —
Cost Proposal

The line item for 'SOW 7 —
Dental Rebasing’ requests one
price for the contract duration
and indicates the Dental rate
rebasing will only occur one time
during the contract duration. Can
the State please confirm if the
Dental rates are in fact only to
rebased one time and clarify
what length of time is considered

Yae CMS rarnmmande o

1G] AAIUdLL LEnin 1 nve oy
years and rebasing is likely
occur. Rebasing may or may
not occur each optional
renewal period but a pricing is
required in the event rebasing
is performed.
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for “contract duration"? For
example, does the State expect
to rebase one time during the
first five years under the base
year of the contract, and then
once every two years during
each of the three optional
renewal periods?

This addendum will become part of the proposal and should be acknowledged with the Request
for Proposal response.
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A~knowledger~ent of Addendu— 3

Deloitte acknowledges the following RFP addendum.

ADDENDUM THREE
REVISED SCHEDULE OF EVENTS
Date: July 2, 2018
To: All Bidders
From: Nancy Storant / Teresa Fleming, Buyers

AS Materiel Purchasing
RE: Addendium for RFP Number 5868 Z1

]
Schedule of Events

The State expects to adhere to the tentative procurement schedule shown below. It should be noted,
however, that some dates are approximate and subject to change. It is the Bidder's responsibility to check
the State Purchasing Bureau website for all addenda or amendments.

ACTIVITY DATE/TIME
Proposal opening
4 Location: State Purchasing Bureau doby-41-2018

1526 K Straet, Suite 130
Lincoln, NE 68508
mance to RFP requirements

July 13, 2018
8. |Evaluation period Through
July 20, 2018
7 “Oral Interviews/Presentations and/cr Demonstrations” (if required) TBD
s, August 1, 2018

August 1, 2018
9. |Contract finalization period Throuoh

10. |Contract award septemper 1, ZU14

11. [Contractor start date September 1, 2018

This addendum will become part of the proposal and should be acknowledged with the RFP
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v We made a slight clarification because as aa
private firm, we are not required to follow
GAAP. However, we do materially utilize
these accounting principles.

RFP Reference: Section IV, Page 23

The Stata chall haye the right to audlt the Contractor's performance of this contract upon & 30 days’ written notice. Contractor
shal itilize gengrally accepted accounting principles, and shall maintain the accounting records, and other recards and
INfOliaven e vant te the contract (Information) to enable the State to audit the contract. The State may audit and the
Contractor shall maintain, the Infermation during the term of the cantract and for a perlod of five (5) years after the completion of
this contract or until all Issues or litigation are resclved, whichever is later. The Contractor shall make the Information available to
the State at Contractor’s place of business or a lacation acceptable to both Parties during normal business hours. If this is not
practical or the Contracter so elects, the Contractor may pravide eiectronic or paper coples ot the Information. The State reserves
the right to examine, make copies of, and take notes on any Information relevant to this contract, regardiess of the form or the
Infermation, how It Is stored, or who possesses the Information. Under no clrcumstance wlill the Cantractor be required to create
or maintain documents not kept in the ordinary course of contractor's business operations, nor will contractar be required to
disclose any information, including but not lImited to product cost data, which is confidential or proprietary to contractor.

The Parties shall pay thelr own costs of the audit unless the audit finds a previously undisclosed overpayment by the State. If a
previpusly undisclosed overpayment exceeds one and one-half percent {1.5%)} of the total contract billings, or if fraud, material
misrepresentations, or non-performance is discoverad on the part of the Contractor, the Contractor shall reimburse the State for
the total costs of the audlt. Overpayments and audit costs owed to the State shall be pald within ninety days of written natice of
the claim. The Contractor agrees to correct any material weaknesses or condition found as a result of the audit,
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RFP Reference: VILA.2.b, Page 29

"Deloitte” is the brand under which tens of thousands of dedicated professionals in
independent firms throughout the world collaborate to provide audit, consulting, financial
advisory, risk management and tax services to selected clients. These firms are members of
Deloitte Touche Tohmatsu Limited (DTTL), a UK private company limited by guarantee. Each
member firm provides services in a particular geographic area and is subject to the laws

and professional regulations of the particular country or countries in which it operates.

Following are some key facts and figures about our Global Organization:

* A globally connected network of 34 member firms in more than 150 countries and
territories

Largest professional services provider in the world {based on global revenues and
headcount)
* More than nearly 264,000 employees and more than $38.8 billion in revenues in FY17
¢ Serving 80 percent of the world’s largest companies (Global Fortune)
» Offer audit, tax, consulting, and financial advisory services
In the United States, Deloitte LLP and Deloitte USA LLP are member firms of DTTL. The
subsidiaries of Deloitte LLP provide industry-leading audit, consulting, tax, and advisory
services to many of the world’s most admired brands, including 80 percent of the Fortune
500. Our people work across more than 20 industry sectors with one purpose: to deliver
measurable, lasting results. We help reinfarce public trust in our capital markets, inspire
clients to make their most challenging business decisions with confidence, and help lead the
way toward a stronger economy and a healthy society. As part of the DTTL network of

member firms, we are proud to be associated with the largest global professional services
network, serving our clients in the markets that are most important to them.

Following are some key facts and figures regarding our US firms:

+ lLargest professional services firm in the U.S. in terms of revenue and headcount

» More than 85,000 people, including more than 5,300 partners, principals and directors
» 115 offices in 97 cities

s More than $18.5 billion in revenue in FY17

+ Ranked No. 1 on BusinessWeek magazine’'s 50 Best Places to Launch a Career”

» Ranked as one of Fortune magazine’s “100 Best Companies to Work for” 19 times since
1998

¢ 24 consecutive years on Working Mothers magazine's 100 Best Companies list
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The above financial information was prepared for internal purposes. This financial
information has not been audited and does not present the financial position, results of
operations, or other financial information in accordance with generally accepted accounting
principles.

The use of this information is restricted to your consii  ation in providing you professional
services. Any other use or circulation of this information is prohibited.

RFP Reference: Sectlon VI.A.2.c, Page 29

Deloitte does not anticipate a change in ownership or control of the firm during the 12
months following the proposal due date.

RFP Reference: Section VI.A.2.d, Page 30

We currently serve 44 of 50 U.S. states as well as the Commonwealth of Puerto Rico and
the District of Columbia and have offices in 28 of the State capitals. We have offices
throughout Nebraska, including in Lincoln and Omaha. We already have an onsite presence
working with the State and are looking to grow our Nebraska analytics and actuarial team
locally. In addition to the onsite support in Nebraska, the office location overseeing
performance pursuant to this contract is as follows:

50 South Sixth Street
Suite 2800
Minneapolis, MN 55402
Te  +1 612-397-4000
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Deloitte has the benefit of a focal presence in Omaha with an active Deloitte office as well as
an active onsite team supporting the ongoing Data Management and Analytics (DMA)
engagement. Based on our experience, the benefits of having the ability to work together in
person fosters a collaborative partnership between the State and contractor.

As an example of recent success with this approach for an actuarial, financial, and policy
focused contract similar to this RFP, we have established an onsite team working in the New
York DOH office. This arrangement has provided the State with continual contact with our
team who have the ability to join strategic discussion sessions or respond to requests at the
speed of normal business which has allowed for significantly better team integration. Qur
onsite team consists of data analysts, an onsite actuary and overall project coordinator,
policy consultants, and other staff to support the wide range of tasks required by the State.
Finally, having the onsite team allows direct data warehouse access to team members,
removes the necessity to maintain detailed client data offsite and significantly reduces data
exposure risk.

Based on the immense impact this approach has had in New York, the Deloitte team would
be willing to discussing the potential for establishing an onsite team for the DHHS Actuarial
and Consulting Services contract and review the best practices developed with New York to
gain efficiency and integrate effectively across all required tasks.

The Deloitte team is highly qualified to provide exceptional value to DHHS with a team that
has a number of professionals with more than 20 years of experience servings state
governments focused on Medicaid programs. Deloitte as a firm also has nearly 50 years of
experience in health and human services working with a multitude of state, Federal, and
commercial health care organizations to successfully achieve their business goals.

The information below illustrates a number of diverse experiences where our team has
assisted in delivering innovative solutions for Medicaid programs and managed healthcare
plans. We have chosen to highlight direct and relevant experience to the work required in
this RFP. Our track record of proven results demonstrates our deep experience and
competence in delivering RFP tasks.
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RFP Reference: Section VI.A.2.i, Page 31

The Deloitte team is prepared to provide DHHS with the critical thinking, diverse experience
and knowledge required to effectively support all Medicaid program and populations related
to actuarial, financial, and data analytics. An integrated Deloitte team brings together an
experienced group of professionals with extensive experience in Medicait' state and federal
health care, value-based care reimbursement, Medicaid reform initiatives, and the
Affordable Care Act. Additionally, we deliver team members who also support the ongoing
Nebraska Data Management Analytics engagement, who will support our team and DHHS in
aligning rate development activities with data and analytics initiatives.

Our team’s deep Medicaid knowledge, specialized experience in large project management,
top tier thought leadership related to value based care, and focus on data analytics &
reporting will be of significant benefit to DHHS. The Deloitte team has a proven track record
of bringing the best team to deliver projects actuarial rate setting and assisting
organizations to advance their missions. Our approach to staffing and organization is based
on years of experience successfully delivering projects for HHS clients and is regularly
updated with lessons learned to provide the most efficient approach to staffing and
managing our team throughout all project phases.

Our team is comprised of staff with the requisite skills to meet the requirements of this RFP
and who are committed to the success of this project. We manage project staffing levels to
be aligned with the planned work in each phase such that there are sufficient numbers of
resources assigned to meet project timelines and workload. In assessing the personnel for
the project, the Deloitte team looked at the following core competencies for potential
project staff:

» Experience and Knowledge. Direct experience, knowledge and skills relevant to
actuarial rate development and consulting, how it fits into the State’s vision and the
processes necessary for successful rate development.

« Communication. Ability to communicate and work together as a team-with Deloitte
staff, subcontractors, DHHS staff, data source vendors and other stakeholders-using our
effective project management methodology to achieve commeon objectives and goals.

* Understanding and Managing Expectations. Proven ability to complete tasks and
activities based on project plans similar in size and scope to the project.

The Deloitte team brings a strong combination of complimentary skillsets and experience in
delivering actuarial rate development to the Department. The unmatched breadth and depth
of knowledge of Deloitte’s practitioners, as well as our long history of experience delivering
complex solutions, is bolstered by our Nebraska-specific program knowledge and expertise.
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Deloitte recognizes the importance of staffing the engagement with the appropriate staff
and key personnel with the right mix of skills needed to deliver the solution within the
specified time frame. We understand that defining clear roles and responsibilities as well as
selecting the right team members leads to a more effective project team. Working with the
Deloitte team, a partner that shares your vision and is committed to helping you attain your
goals, is a critical element of the project’s overall success.

Deloitte understands that a project’s success depends substantially on selecting the right
team to support the project. Working with a team that shares your vision - and is
committed to helping you attain your goals - is a critical element of a project’s overall
success, Deloitte’s approach to staffing this project demonstrates our understanding of
DHHS’ needs and goals by providing an experienced team of personnel, led by our Lead
Executive, Tim FitzPatrick, who possess significant knowledge and experience in Medicaid
rate development, value-based care, and project management. Supporting Tim is our
Project Coordinator, Tim Egan, who will manage day-to-day aspects of the engagement and
be the primary point of contact with DHHS. Supporting Tim and Tim we have assembled
leads who will oversee various components of the engagement, including actuaries, policy
specialists, a clinician, pharmacist, and value-based reimbursement specialists. We will draw
from a team over 120 health actuaries (over 60 credentialed) and 3,000 Deloitte
practitioners support our State Health clients to support each initiative, as necessary.

With our approach, we bring a blend of resources that know your solution, bring a national
perspective on Medicaid and other HHS programs and have deep technical experience to
support DHHS in your upcoming Medicaid reform initiatives. In addition, our current DMA
team in 350A of the Gold Building has space to accommodate our actuarial support and we
would be prepared to establish an onsite team over the course of the engagement to work
alongside DHHS. We have successfully implemented an onsite delivery model for the State
of New York Medicaid rate setting engagement and our clients have found it to be very
beneficial to work with us side-by-side. We look forward to continuing the collaborative and
inclusive environment established with the DMA work. We would be happy to discuss this
opportunity further with you during the initial kick-off stages of the engagement.

Service delivery excellence is a driving force behind Deloitte’s quality control plan. Cur
project implements these standards for you today with the DMA and we will continue this
high level of quality through our next project experience with you. You will get consistency
and the quality you have come to expect from Deloitte deliverables through our standard
processes. Qur Office of Quality and Risk Management oversees quality and risk
management for all Deloitte Consulting engagements and programs, which are frequently
reviewed and audited for risk and compliance. Issues that arise during an engagement are
escalated internally and discussed with the client as part of our plan.
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Our approach incorporates established tools and techniques for components such as
managing project plans; coordinating across dependencies; disseminating information on
project progress; and managing issues, risks, scope, actions, decisions, and tasks.

As required, the Deloitte team will provide a Problem Identification Report used to identify,
analyze and manage risks and issues. Our methodolcogy for risk and issues management is
based on the principles defined by the Project Management Institute (PMI), and
characterized by proactively planning for risks and issues on the project, and holistic
consideration of risks that are both internal and external to the project. The Deloitte team
will approach problems and track issues as a team activity and work closely with DHHS
project staff to help monitor these problem areas, mitigate risks and resolve issues.

As highlighted in Section 2.H, we have assembled a team with significant experience
supporting one or more of the tasks requested in this RFP, including physical health,
behavioral health, prescription drug, and dental rate setting; PACE rate development;
waiver development, including waiver strategy, cost effectiveness, and budget neutrality;
and a variety of Medicaid reform initiatives, including value-base care reimbursement, data
analytics and visualizations, and encounter data quality reviews. Our team brings this
experience across state government, but also commercial payer and provider experience.

A summary of our project team structure is outlined in the organizational chart below.
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Following are resumes for all key personnel proposed by Deloitte to work on the project.
Also included are bios for our subject matter advisors that will be available to the team and
DHHS, as necessary.
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Project Description and Sco~e of Work
Section 3.V

RFP Reference: Section ¥, Page 24

The bidder should provide the following information in response to this RFP

Following is our response to all RFP Section V, Project Description and Scope of Work,
requirements, Within our response, we summarize our understanding of the project
requirements, our proposed approach, technical considerations, work plans, and anticipated
deliverables and due dates.

RFP Reference: Section V.A, Page 24

Deloitte confirms that the RFP is requesting actuarial and consulting services in support of
Nebraska's Medicaid managed care program and other services. Our actuarial services will
follow the applicable actuarial standards of practice, CMS’ rate setting managed care rate
development guide, and the requirements of CFR 438. Qur approach will incorporate
methods and tools that can be readily replicated across programs and initiatives,

RFP Reference: Sectlon V.B, Page 24

Deloitte understands the scope of this project will support the following managed care
delivery systems:

+ Heritage Health Managed Care Program - which incorporates an integrated package
of physical health, behavioral health, and pharmacy services through managed care
organizations.

+ Dental Managed Care Program - which provides dental services through a single,
statewide dental benefits manager.

PACE which provides comprehensive coordinated long-term services and supports
benefits to dually eligible Medicaid and Medicare beneficiaries

We also understand if the Department elects to implement a long-term care managed care
program, those services will be conducted under SOW 8 - Special Projects.
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Task 3.V.D.3: Capitation Rate Finalization

"« The final capitation rates will encompass our thorough rate development progress,
program and market considerations, and DHHS objectives, in compliance with actuarial
standards of practice

-« We deliver a thorough documentation process in compliance with the protocols prescribed
by the American Academy of Actuaries, applicable actuarial standards of practice, and
DHHS specifications

« We leverage communication techniques and software to support stakeholder discussions,
including MCO training, final rate discussions with CMS, and CHHS staff training

T=el 2 v E: SOW 2 - Capitation Rate Rebasing
+ Focus on data guality and underlying credibitity in selecting the most appropriate base data
sets for the rebasing process

» Bring innovative ideas to the DHHS on new rate setting methodologies, including efficiency
adjustments, rate cohort groupings, reimbursement methods

. » We deliver a through documentation process in compliance with the protocols prescribed
by the American Academy of Actuaries, applicable actuarial standards of practice, and
DHHS specifications

Task 3.V.E.1: Policy and Financial Management Consulting Services

» Deloilte delivers a team with deep actuarial, policy, and financial experience in state
reimbursement transformation methodologies and developing value based payment
arrangements

» Qur team brings a focus on Nebraska goals of achieving 50 percent of payment systems
reimbursed through value based arrangements over the next five years

+ Deliver leading data analytics, data visualizations, and data management to support
decision making in alignment with the ongoing DMA initiative
Task 3.V.F: SOW 3 - 1915(b) Waiver
» Deloitte delivers a team with experience supporting waiver strategy, waiver development,
and cost effectiveness calculations across a number of states
+ Detailed approach in developing cost effectiveness calculations and supporting waiver
documentation
Task 3.V.G: SOW 4 — Program of All-Inclusive Care for the Elderly {PACE) Rate Setting

« A comprehensive process that will reflect the specific needs of Nebraska’s PACE program
» Useful insights on drivers affecting Nebraska's PACE UPL and capitation rates
« Proactive consideration of unigue challenges and facters inherent in PACE rate setting as
the State plans to transition LTSS benefits intc managed care
Task 3.V.H: SOW 5 - 1115 Waiver Development and Submission
« Deloitte delivers a team with experience supporting waiver strategy, waiver development,
and budget neutrality calculations across a number of states
+ Deliver innovative ideas related to opicid use and substance use disorder services
» Detailed documentation to support budget neutrality calculations, including historical data
development, without waiver and with waiver PMPM estimates
Task 3.V.I: SOW 6 - Dental Capltation Rate Setting
- & The Deloitte team implements a comprehensive and actuarially sound process for
developing capitation rates
» Our methodology is stepwise to include the DHHS in each component
. » Incorporates the unique attributes of dental services
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- Task 3.V.]J: SOW 7 - Dental Capitation Rate Rebasing

= Focus on data quality and underlying credibility in selecting the most appropriate base data
sets for the rebasing process
s Bring innovative ideas to the DHHS on new rate setting methodologies

* We deliver a through documentation process in compliance with the protocols prescribed
by the American Academy of Actuaries, applicable actuarial standards of practice, and
DHHS specifications

Task 3.V.K: SOW 8 - Special Projects

« Experienced team capable of scaling to meet the DHHS needs

» Deliver data analytics and appropriate documentation to support managed care
procurement edits
« Innovative ideas to address encounter data challenges

Figure. . Deloitte Team Delivers a Proven Approach to Core RFP Tasks.

Deloitte and our partners have provided health actuarial, advisory, and consulting services
to states, health plans, and Federal agencies. We have highlighted examples of our
experience throughout our response to the core RFP tasks. Qur team has the tools,
methodologies, and experience to support your RFP tasks,

Starting on the next page, we address our response to core Tasks 3.V.D. through 3.V.K.,
and the corresponding sub-tasks,
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The Deloitte teamn develops actuarially sound rates
and rate ranges following the applicable actuarial
standards of practice, CMS’ rate setting managed
care rate development guide, and the requirements
of CFR 438. We calculate rates for all managed care
cohorts and any applicable geographic regions. We
will thoroughly review with the DHHS rate
calculations and rate methodologies to provide a
complete understanding of the base data used, the
adjustments made, and assumptions applied.
Premium efficiency and/or medical management
adjustments are discussed in detail with the DHHS
prior to application.

We discuss risk mitigation approaches and
reinsurance arrangements with the DHHS as part of
our processes to employ risk management assistance,
We thoroughly dacument the base encounter and
financial data, assumptions and adjustments in a
detailed summary that breaks down cost and
utilization information by program, geagraphy, and
category of service based on the goals of the DHHS.

We certify that the resulting rates are actuarially sound under CFR 438, the Federal
regulation covering capitation rates, and provide analytic support during negotiations with
CMS, as needed. Our team's experience supporting other state programs such as New York,
as well as CMS, provides the DHHS and its stakeholders with the confidence in our
processes, models, methodologies, and, ultimately, the rates.

A detailed description of our rate setting process is found in Section 3.V.D.a below.

The following table summarizes our high-level understanding of the subtasks. Please refer
to our responses to each specific subtask in the sub-sections below for additional
information on our proposed approach, technical considerations, and experience in
suppoerting each subtask.

3.¥.D.a Utilize capitation rate methodology to develop capitation rates for the DHHS program
3.v.D.b Develop rates based on the defining characteristics of each managed care cohort
3.V.D.c Assist in the risk adjustment methodology applicable for the given DHHS program
.v.D.d Calculate actuarially sound capitation rate range bounds

Figure 3-3. Task 3.V.D Subtasks.
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While our team is responsible for updating the actuarial capitation rates and rate ranges for
each period, there are key items we collaborate with DHHS to collect in the rate setting
process including:

Deloitte works with DHHS and our DMA team to
collect the necessary base data items for rate setting.
This data collection includes financial reports,
eligibility data, encounter data, historical FFS data,
data dictionaries, methodology to analyze categories
of services, cohorts, covered populations and other
key items to analyze base data. Deloitte reviews base
data items for reasonability. This review includes
comparison of financial data to encounter data to
determine encounter data completeness and
comparison of emerging managed care data to FFS
data for populations and services that have recently
moved to managed care.

The State of Nebraska has a very mature physical
health managed care program as these services have
been covered in managed care since 1995. For these
services that have been long-standing in the state’s
managed care program, we utilize managed care
encounter data and/or plan submitted financial data to set the rates. However, for newer
services such as behavioral health services that have recently been added to the state's
benefit package, as credible emerging managed care experience may not be yet available
for the entire benefit package covered by the state, we may leverage additional data
sources such as FFS data to utilize a credible data source in the rate setting process.

As outlined in the new managed care regulations, CMS requires states and their actuaries to
analyze the most recent three years of data available when developing managed care
capitation rates annually. Often times, only one or two years of data is selected as the base
data and that is updated each year with the new actuarial certification. Through the data
review process, we can coordinate with the DHHS on the appropriate base data sets to
utilize for the rate setting process.

Additionally, through Deloitte’s efforts on the DMA initiative, we understand there may be
other challenges that arise in the data collection process. For example, the MMIS may not
collect all of the 837 form base data submitted by the MCOs, and systems such as CONNECT
and NFOCUS have not historically submitted all claims to the MMIS. These types of
situations may impact the soundness of the underlying encounter data and are important
items our team will work with DHHS and our DMA team members to resolve.
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In collecting the data, the Deloitte team treats all sensitive data, including Personal Health
Information (PHI) in accordance with Health Insurance Portability and Accountability Act
(HIPAA) regulations. As a result, we only collect the minimum amount of data necessary to
complete the analysis. Where possible, 3k can be mitigated by encrypting identifiers such
as Claim ID and Member ID or by reducing the specificity of data {e.g., including the month
and year of service rather than the day of service}. We also have strict internal guidelines
related to the collection and destruction of sensitive data. External data with sensitive
information provided to Deloitte are required to be uploaded to our secure FTP.

After data is provided to our team via the secure FTP, the data is warehoused in our
encrypted SQL server environment. The SQL server environment allows for team members
to run queries on the large claim sets and eligibility records to gather insights on the State
of Nebraska’s Medicaid program. Additionally, the Deloitte team maintains highly secured
access to its server infrastructure that employs industry-accepted precedures and tools that
are designed to safeguard portions of the network and servers.

Where possible, data can be utilized directly through the DMA initiative to reduce state staff
time in gathering the required data for rate setting. Additionally, the noted data security
considerations above are an important aspect of the DMA effort and the work performed
and processes implemented to date can be leveraged for the rate setting engagement.

To develop the capitation rates and rate ranges, we work with DHHS to collect detailed
background information used in the consideration of the rate setting approach for the
program. Examples of this include model contracts, historical certifications and actuarial
memorandums, risk sharing arrangements, MLR requirements, Stop-Loss documentation,
historical payment rates, historical managed care efficiency adjustments, historical
correspondence with CMS and rate presentations. Deloitte works with DHHS to collect the
detailed documents for the state to provide an easy transition in developing the capitation
rates in the upcoming rating year. The data discovery sessions done by the DMA team for
items including data dictionaries, system documents, and financial reports, will aid as an
accelerator to the rate setting team during this collection process.

Please refer to our responses to each specific subtask in the sub-sections below for
additional information on our proposed approach, technical considerations, and experience
in supporting each subtask.

We have been through this process before with many clients and are skilied at applying the
nuances that contractors bring to the actuarial rate setting process. We also bring a deep
understanding of the medical assistance and health care environments. We understand
state and federal policies and have resources at our disposal to deepen our understanding of
the unigue circumstance of DHHS.
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applicable sources. MCO administrative costs will also be collected. Once this information is
compiled, we will work with the DHHS to determine the best way to develop the rate ranges
and calculate actuarially sound rates or rate ranges. Discussed below are some of the key
steps in rate setting that we will review with the DHHS during the rate setting process.

Review Methodology, Assumptions, and Calculations

As
mentioned above, actuarially sound rates are highly
dependent on accurate, complete, and timely data.
This data can take many forms and generally
depends on the maturity of the program and
sophistication of the participating health plans. As the
program matures and the health plans gain
experience, fee-for-service data can largely be
replaced by encounter data. However, encounter data
raises new issues in that there is no longer a direct
one-to-one correlation with a claim and a payment.

To validate that the encounter data submitted is
complete, we propose that supplemental data in the
form of health plan financial data be gathered in
coordination with our team and DHHS. By performing
a detailed financial review of this data and comparing
it to the reported encounter data, we can identify
potential issues with the encounter data and bring
those to the attention of the errant plan for process
improvement and revision. This process would be
similar to the process in place with DMA today. Our
team of actuaries and health plan financial reviewers
has the experience and knowledge needed to
determine where a health plan’s encounter data
reporting is deficient or when a plan’s financial data
does not support its reported level of service. We use
this knowledge to identify opportunities for
improvements in encounter data and financial data reporting by health plans that will
ultimately improve the accuracy, completeness, and timeliness of the base data used to set
rates.

Additionally, as noted above, our Deloitte team is currently working to develop the Data
Management and Analytics (DMA) system for DHHS which we will utilize throughout the
base data collection process in order to remove some of the reliance on DHHS staff to help
provide Deloitte was the base data sources as well as better coordinate efforts between the
rate setting team and the analytics team and the underlying data being used in both efforts.
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Adjustments to the base data generally take four forms: normalizing
tne data for known issues (such as prior program changes, unusual past experience due to
fluctuations in services or changes in delivery systems, the impact of unexpected changes in
eligibility or demographics); trending the data for anticipated changes in cost and
utilization; other assumptions covering planned or proposed changes in medical
management, efficiency, eligibility or demographics, and health plan administration; and
risk adjusting the data to reflect geographic and MCO specific variations in costs. We
address the key adjustment issues in more detail below. These processes and adjustments
can also be incorporated through the data governance process with DMA for continuous
improvement of the data:

The data underlying actuarially sound rates should reflect those
programmatic changes brought on by implemented changes in the policy or operation of the
DHHS programs. These program changes can be widespread affecting nearly all eligibility
categories due to changes in provider reimbursement levels or the inclusion or exclusion of
certain medical services, or they can be narrowly focused and affect only a single program
or geographic area. To underpin the actuarially sound rate calculations, we adjust the base
data to reflect those program changes put in place during the historical experience period.
The Deloitte team’s broad experience with many different programs brings the requisite
program knowledge to carefully assess the cost and/or utilization impact of such
programmatic changes.

Health care inflation, or trend, stems from the annual changes in both the cost and
the number of services provided. While trend is often represented by a complex logarithmic
projection of past experience, this approach only serves to explain historical experience. Our
actuaries use their judgment based on a complete and thorough understanding of the
applicable program, combined with knowledge of the health care delivery system, to arrive
at a credible projection of trend. Trend estimates are often developed at the category of
service level for medical services, and by drug type for prescription drugs. Additional
considerations may inciude the impact of high cost drugs, drugs coming off patent, and new
medical treatments and procedures. The Deloitte team’s experience with setting rates in
New York and other states provides the DHHS with the confirmation that trend adjustments
are as accurate as possible.

Other adjustments to the base data include assumptions
ror upcoming program changes or planned changes due to expected improvements in
medical management, service substitutions, or administrative cost allowances. With the
exception of planned changes in a plan’s allowed administrative costs, these types of
adjustments are usually projections based on the actuaries’ know | id ders 1ding
of the program and health care delivery system. The Deloitte team has experience
developing these and other programmatic factors in New York and elsewhere, and has
established credibility within the health plan community.
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The data must also be adjusted to reflect the regional and MCO specific
risk variation based on the distribution of services. Qur actuaries have experience with a
variety of diagnostic based risk adjustment models including risk adjustment models that
have been developed by the University of California at San Diego (UCSD). Currently, the
DHHS utilizes all three UCSD risk adjustment models of Chronic Iliness and Disability
Payment System (CDPS) and the Combined Chronic Iliness and Pharmacy Payment System
(CDPS+Rx) and Medicaid RX (MRX)}. The UCSD risk adjustment models were specifically
built for Medicaid populations and allow risk scores for members to be calculated based on
conditions corresponding to major body systems or chronic diseases as well as the types of
drugs the members are receiving. Our team utilizes eligibility and claims data for each
member to develop a risk score at the member level utilizing the models indicated above.
Next, we roll up these risk scores to a combination of regional and MCO-specific levels to
reflect the relative risk experienced by each MCQ in a given geographical region. These
regional health plan relative risk scores are then applied in the rate setting process. Deloitte
will coordinate with the DHHS on obtaining the appropriate risk adjustment licenses for the
CDPS, CDPS+RX and MRX risk adjustment software.

Additionally, we understand through the Question and Answer responses for this RFP that
the DHHS may be considering alternate risk adjustment models. We can support the DHHS
in that process within SOW 8 - Special Projects. We are familiar with other risk adjustment
models, including the Clinical Risk Group (CRG} model which members of our team are
utilizing currently in New York.

Qur actuaries comply with federal
regulations (CFR 438) which require an actuary developing rates for a managed care
program to do so following actuarially sound principles. CMS had outlined what it considers
to be the approved process in its Capitation Rate Development Guide. The American
Academy of Actuaries (AAA) developed a practice note addressing the issue of actuarial
soundness. The purpose of the practice note was to provide nonbinding guidance to an
actuary when certifying rates or rate ranges for capitation of managed care programs.
Effective July 1, 2018, actuaries may still develop actuarial rate ranges, but will need to
certify to specific point estimates within that range.

Qur team’s actuaries are members of the AAA and are very familiar with the applicable
requirements and actuarial practices. The Deloitte team’s actuaries have developed
actuarially sound rates under the applicable regulations for many years. We will validate the
base data as described above, apply the required adjustments, trend, and assumptions
developed in cooperation with the DHHS, to arrive at actuarially sound rates.

Following the rate development
methodology we describe in detail above, we tinalize and recommend rate ranges by
managed care cohort and geographic rating area. In doing so, we take into account the
unique characteristics of each program and region and may develop separate adjustments
for programmatic changes, trend, medical management practices, or other assumptions, in
conjunction with the DHHS. DHHS can then determine final payment rates by cohort based
on the recommended rate ranges we have developed.
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Deloitte understands and appreciates the importance of establishing appropriate rates for
each cohort in the Medicaid program. As time passes by, these cohorts may need to change.
We will assist the state to develop and refine the logic to define these cohorts as described
in Task 3.V.E.c.

RFP Reference: Section V.D.c, Page 15

The Deloitte team brings the required experience, technical skills, and credibility to provide
information, advice, and recommendations related to risk adjustment. Our team has the
needed risk adjustment experience and has implemented some of the leading risk
adjustment strategies in the public and private sectors.

We have worked with a number of state Medicaid
agencies on a variety of risk adjustment programs
using risk adjustment models including ACG, CDPS,
CRG, DCG and the HHS-HCC model. For example,
members of our team are currently analyzing the
impact of CRG version changes in New York.

If DHHS elects to implement or adopt a different risk
adjustment process in the future or add risk
adjustment to a program that does not currently use
it, our history of analyzing model appropriateness for
a given program and then administering state risk
adjustment using the leading risk adjustment models
gives us the needed knowledge and experience to
assist DHHS in the transition for either circumstance.

For purposes of this response, we have assumed that
DHHS plans to continue utilizing the three UCSD risk
adjustment models of CDPS, CDPS+RX and MRX that
were originally implemented in Nebraska in 2018.

However, as requested Deloitte will work with the

DHHS to implement or consider new risk adjustment
models as further highlighted in SOW 8 - Special Projects.

The UCSD risk adjustment model package includes three different risk adjustment models,
the CDPS model utilized to indicate what major categories members have based on medical
diagnosis, the MRX model which assigns members into multiple different therapeutic
categories based on pharmacy NDC codes and the CDPS+RX model which is a hybrid
version of the CDPS and MRX models. The UCSD models are specifically built for Medicaid
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populations and have different risk adjustment models for disabled, TANF adult and TANF
Children populations.

To develop member level risk scores, our team utilizes eligibility and claims data to create
the necessary eligibility, diagnosis and claims inputs for each of three models. The models
then develop @ member specific risk score based on the diagnostic and claims inputs as well
as the model parameters selected. After the member level risk scores are developed, an
average case-mix score, often times called the regional health plan relative risk score, is
created at a combination of regional and plan specific levels to reflect the relative risk
experienced by each plan in a given geographical region. These regional health plan relative
risk scores are then applied in the rate setting process.

As the UCSD models allows for customization of certain model parameters, there are
multiple considerations that need to be made when utilizing these models which Deloitte will
work with DHHS to determine the appropriate parameters to utilize for the state’s
population. Decisions on these mode! parameters include:

« Utilizing concurrent or prospective weights.
« Creating custom Nebraska weights or utilizing standard CDPS weights
« Deciding what versions of the UCSD models to utilize

+ Deciding what combination of UCSD models to utilize when selecting the final plan
relative risk scores

RFP Reference: Section V.D.d, Page 25

The Deloitte team will use the rate development process discussed in the beginning of this
section to determine actuarially sound rate ranges based on the appropriate range of
assumptions and adjustments. The low and high bounds of the rate range are intended to
represent the levels at which appropriately managed care would be able to meet the levels
of access and care as specified under the program.

In developing these low and high bounds rates by rate cell, the Deloitte team makes
multiple actuarial assumptions. As these assumptions are estimates of various impacts of
the given component, our team applies a range to the assumptions and uses multiple
sources such as program-specific experience, industry research, Deloitte actuarial tools and
models to apply ranges for these assumptions that are actuarially sound. Typical
adjustments that have a range include program changes, physical and behavioral trends,
pharmacy trends, efficiency, administrative costs, taxes and risk margin.

Our team will provide documentation on how the ranges were developed. We will specify
which assumptions had low/target/high estimates applied to the base rates to develop the
ranges. Additionally, we will document the low/target/high values of these assumptions and
provide the source material as well as a description of the data utilized.
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data for consistency with data used in prior analyses. Our team can carry out standard
checks such as but not limited to: range checks, missing value tests, checking for internal
and external consistencies, checking that data is sufficiently recent and verifying sample
records to raw source files.

In order to confirm completeness of data, we shall evaluate utilization and volume metrics
to benchmark statistics. In cases where material defects are identified, we will carry out
practical steps to improve the quality of data. This will include, but is not limited to,
obtaining additional or corrected data. The data discovery and data cleansing efforts
previously performed for the DMA initiative will help accelerate the data validation effort.

The objective of this step is to confirm that data from base period reflects program risks and
characteristics in the projection period. Programmatic changes include benefit changes
(carve-ins and carve-outs), changes in the eligible population, or other programmatic
changes in the managed care program (or FFS program that affected the managed care
program) not reflected in the base period and outlined in the regulation. In cases where,
base utilization and cost data are not derived from the Medicaid population, our team can
adjust the data to make them comparable to the Medicaid population.

The adjustment process may include the following:

+ Large Claim Adjustments. In order to smooth any potential volatility as a result of an
abnormal distribution of catastrophic claims, we review large medical claims for irregular
payments. We typically redistribute claims in excess of the selected amount evenly based
on membership and verify the adjustment is cost-neutral

« State Plan Services Only Adjustments. Per the CMS Medicaid Rate Development
Guide, it is required that payment rates be based only upon services covered under the
state plan. If required, adjustments to data will be made to reflect FFS state plan services
only. For example, adjustments may need to be made to encounter data to remove
services an MCQ offers to the members but are not part of the state plan services

+ Incurred But Not Reported (IBNR) Adjustments. In order to account for any claims
that may still be outstanding in the base data, we use IBNR adjustments to complete the
data

« Third Party Liability (TPL) Adjustments. If any additional TPL data is received, the
base data is adjusted to properly reflect the appropriate impact of TPL payments

+ Retroactivity Adjustments. Claims for clients who are retroactively eligible for Medicaid
must be excluded from the fee-for service base if the MCO is not obligated to cover the
cost incurred in this period. Appropriate adjustment for retroactivity confirms that the
MCO capitation rates properly match risk with payment. Additionally, it is sometimes
necessary to adjust (or prorate) the capitation rate to account for enrollment of less than
a full month
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Pharmacy Rebate Adjustments. This adjustment is necessary to account for the drug
rebates received by the MCOs

Medicare Adjustments. Determining the impact of Medicare payments and cost sharing
on claims data, if included, for dual-eligible enrollees

Financial Experience Adjustments. This adjustment may be required for rates that are
updated by adding a year of trend rather than based on new base data

Other Adjustments. Other adjustments as required such as investment income
adjustments, reinsurance adjustments, capitated expenses that are not in encounter
data, etc.

The Deloitte team understands that our overall objective is to develop rates that reflect
managed care program risks in the contract period. Base period data must therefore be
normalized for a number of factors such as demographic mix, geographic area, benefit plan,
group characteristics, utilization management efforts and provider reimbursement
arrangements. This normalization step results in data for a common benefit plan which
reflects standard program characteristics. Normalized data from multiple sources can then
be combined and used to calculate rates which are then adjusted to reflect characteristics
specific to the group expected in the contract period.

The Deloitte team considers the following when normalizing data:

Required Payment Rate Adjustments. Adjustments to account for legislative or
executive action results in changes to state FFS or capitation payment rates

Duration Adjustments. Adjustments to reflect the relative cost of members based upon
the length of time between the first Medicaid member month and the beginning of the
member's MCO start date

Policy Change Adjustments. Adjustments to account for rate, benefit, or eligibility
changes occurring after the base period

Population Change Adjustments. Adjustments to account for a difference in
membership reflected in the base data and the current Medicaid managed care program.
Area factors as well as age/gender factors will be considered

Benefit Change Adjustments. Adjustments to account for a difference in benefits
reflected in the base data and the current Medicaid managed care program

C S| ing Ijustments. [justments to account foradiffe | inc  sharing
reflected in the base data and the current Medicaid managed care program

Efficiency Adjustments. This adjustment reflects savings as a result of more effectively
rmanaging care.
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Qur team understands that quality analysis of data can provide useful insights upon which
the State can make impactful decisions. We can analyze utilization and cost profile patterns
by evaluating various standard metrics. Such metrics include but are not limited to trends in
costs, utilization and intensity per enrolled member. We can calculate benchmarking
statistics from the data and analyze the results in relation to previous years’ data, and
external benchmarks.

We can carry out analyses to determine the true financial picture of the health plans by
analyzing their care and administrative overheads. We will develop expense load
assumptions to be applied when calculating health plan rates after evaluating plan size,
efficiency, level medical claims costs, risk assumed by the plan, state and federal taxes,
profit, risk and contingency margins.

We plan to leverage the tools used within DMA to support this effort. As discussed further in
Task 3.V.E.1.f, additional dashboards within DMA can be developed using pre-built,
existing connectors into HealthInteractive for reporting and querying against DMA.

Medicaid programs are affected by many external factors that need to be carefuily evaluated
and reflected in the rate development process. The Deloitte team will leverage its unique
tools and knowledge to monitor inflation, economic and health related trends statewide and
nationwide. Sources for reviewing these external trends include Industry research on CPI
index, NHE, and other health related trend surveys.

The following table summarizes our high-level understanding of the subtasks. Please refer
to our responses to each specific subtask in the sub-sections below for additional
information on our proposed approach, technical considerations, and experience in
supperting each subtask.

v.Dia ' Appropriate base period membership and claims information can be sourced from
. Enrollment rosters, FFS databases, MCO encounter data and MCO financial data. Cross
validation can occur amongst these sources, We can validate and verify data relied upon
for completenass, comprehensiveness, reliability and accuracy.

3.v.D.1b The Deloitte team will analyze new regulatory requirements or program changes and
develop factors to adjust capitation rates to reflect changes.

3.v.D.1.c Our team can analyze base period data to develop utilization and cost profile patterns by
managed care cohorts and service categories to provide valuable insights into the data
which can help to determine trend drivers, completeness of data and material defects in
the source data.

3.v.D.1.d The Deloitte team will be prudent to understand and analyze specific and necessary claim °
and non-claim adjustments to the base period data of each MCO and discuss these itermns
with state Medicaid personnel.

3.V.D.1.e We can measure and reflect changes in the Medicaid environment that have an impact
on program characteristics and, consequently, rates. Our team has access to national
- databases and benchmark metrics to compare State Medicaid performance.

Figure 3-7. 3.V.D.1 Subtasks.
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Technical Considerations

Deloitte understands the data challenges that occur in the development of Medicaid
managded care capitation rates. Therefore, we believe that the State needs a partner who
truly understands how Medicaid health care data is collected, validated and manipulated,
using analytics to develop actuarially sound rates.

Not all reported data is free from error and any errors can impact the results of any
actuarial analysis. When using any data, we operate under the guidance of Actuarial
Standards of Practice #23 on Data Quality to facilitate quality results.

Before using any data, we carry out reasonableness and consistency checks by reviewing
each data element, identifying questionable data values and reviewing current data for
consistency with data used in prior analyses. In order to confirm completeness of data we
shall evaluate utilization and volume metrics to benchmark statistics. In cases where
material defects are identified, we will carry out practical steps to improve the quality of
data. We understand that the metadata and business rules documentation is available from
DMA to identify the quality rules, exception rules of processing, and lineage of where data is
sourced from.

Collecting high quality data starts with a well-conceived and executed data collection plan.
To address potential issues, we will work with Department staff to review the state’s current
data collection practices, and potentially recommend changes to strengthen data accuracy.

For new populations and services without appropriate or credible historical data, we will
utilize other data sources for rate development. We will work with the State to determine
which sources of data to use, based on which source is determined to have the highest
degree of reliability specific to the program and rate development requirements. As the new
populations or services mature, we will evaluate the encounter data specific to these
populations and services to determine if this data is credible to be used in rate
development.

Additionally, the CMS Medicaid Rate Develepment Guide indicates that utilization and unit
cost trends should be analyzed separately. This requires reliable encounter data to perform
these analyses. Deloitte’s trend approach includes analyzing multiple data sources to utilize
the most credible trend data.

Often new benefits or new high cost drugs covered under managed care will have very little,
if any, actual experience on which to base the programmatic change adjustment.
Programmatic changes may also include little background information necessary to
development and adjustment for the capitation rates. We have experience incorporating
these new services into the managed care capitation rates and understand the nuances
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involved with these new services and drugs. We will work with the State to determine the
most appropriate and reliable data sources to utilize in the cost estimates of these new
services.

Please refer to our responses to each specific subtask in the sub-sections below for
additional information on our proposed approach, technical considerations, and experience
in supporting each subtask.

Detailed Project Work Plan

We will work closely with Department staff in the beginning stages of the engagement to
develop detailed work plans. The proposed work plans will include a timeline, resources,

critical path, dependencies, and a schedule of key events and dates. Project deliverables,
milestone dates, and key dates will be contingent on the Department’'s approval.

A high-level project timeline is included in Appendix 1. We will work closely with the DHHS
in the beginning stages of the engagement to develop detailed work plans for each
managed care program.

Deliverables and Due Dates

The following figure lists examples of the deliverables we anticipate we may provide for the
Rate Data Analysis and Manipulation effort. We will work closely with DHHS in the beginning
stages of the engagement to develop the detailed work plan and deliverable due dates.

Base Data Summaries of the base data PMPMs utilized in the actuarially sound capitation rates will
Summaries be produced. These summaries will include category of service level information and be
specific to each rate cell. These summaries may also include applicable adjustments
 made to the base data. Base data utilized will comply with Actuarial Standard of Practice
#23 on Data Quality and 42 CFR 438.5(c}.

Programmatic Summaries of the impact of the programmatic change adjustments utilized in the

Change actuarially sound capitation rates will be produced. These summaries will include the

Adjustment impact on capitation rates at the level of detail applied in capitation rate development

Summaries specific to each rate cell on either a PMPM or percentage basis. Programmatic change
adjustment development will be consistent with 42 CFR 438.5({f) and applicable actuarial
guidance.

Trend Summaries Summaries of the trends utilized in the actuarially sound capitation rates will be
produced. These summaries will include selected trends specific to each rate cell at the
level applied in capitation rate development. Trend development will be consistent with
42 CFR 438.5(d) and applicable actuariat guidance.

Actuarial - An actuarial memorandum will be produced documenting actuarial assumptions made, as
Memorandum well as the data, materials, and methodologies used in the development of each
. component of the capitation rates.

Figure 3-8. Potential 3.V.D.1 Deliverables.
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The following table shows some components of financial data and the approach for
reviewing each component:

Membership . Review for accuracy and completeness by comparing to state enroliment data

Premium Verify the premium information reflects underlying capitation payments reported in the
State’s tracking system

Claim Costs Compare per capita rates by cohort to benchmarks and historical levels to determine if
large variances

Utilization Review utilization rates and trend compared to benchmarks

Admin . Consider plan efficiency when reviewing admin expense, particularly focusing on medical

- management staffing and costs compared to benchmarks

MLR  Review reascnableness by comparing if plans® MLR is within benchmark range. Amounts
above or below the range may indicate denial of services, insufficient capitation rates
* etc. and will need for further evaluation

Figure 3-9. Financial Data Review Components.

Medicaid Managed Care Enrollment Report shows the number of Medicaid recipients
currently enrolled and the number of Medicaid recipients eligible to enroll in Nebraska's
Medicaid managed care program.

The data is presented for each MCO by county and Medicaid Aid Category. These reports are
generated from primary and secondary roster reports. These reports provide enrollment
counts as of the 1st of the month thereby allowing the report to be posted the same month
of enrollment. We can review these numbers against other data sources such as DMA.

Some Medicaid enrollees in Nebraska are served through a fee-for-service delivery system
where health care providers are paid for each service. Medicaid FFS databases are an
appropriate source of base data for both utilization and cost information for certain Medicaid
population. Certain benefit packages recently carved into managed care will rely on their
historical FFS data as their base data for rate development. With movement towards value
based payments for Medicaid programs, FFS data will be summarized and analyzed for new
services without fully credible encounter data to understand key trends and whether
additional members can be transitioned to managed care settings.

The State requires all full risk and partial capitation managed care plans which serve
Medicaid recipients to collect and submit data on encounters for all contracted services.
DMA data is a valuable source of information for monitoring MCO performance within and
across counties and MCOs. In addition, the patient level data available provides the
opportunity to conduct a variety of outcomes research, and fiscal analyses.
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Deloitte will collaborate with the State in gathering, analyzing and exploring ways to further
use encounter data in rate setting. Deloitte will conduct validation and completeness checks
on encounter data to confirm that it was properly loaded and is reliable for rate setting
purposes. Completeness check will be evaluated using metrics such as:

Proportion of members using services
« Utilization rate per thousand members

» Encounters per member

Where appropriate, Deloitte will estimate incurred-but-not-reported (IBNR) encounters in
order to complete validated encounter data. Encounter data will then be summarized by
cohort and service category level so as to provide insight into utilization and cost profile
patterns. The data discovery and data cleansing efforts under the DMA initiative will
accelerate the encounter data review efforts for the rate setting project.

Deloitte will consider other data sources with relevant information for actuarially sound rate
development. Examples include, but are not limited to: National Medicaid databases, data
from research and consulting firms, intercompany experience studies, etc.
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- Conduct an analysis to determine likely changes to consumer consumption patterns
and impact on benefits

- Assess potential changes in utilization, pricing, and quality as well as project impacts
to eligibility given the revised MCO program benefit structure and the underlying risk
of the new population

- 1In collaboration with the State, make the appropriate adjustments to the base data to
reflect anticipated changes in health care delivery, utilization, cost, and eligibility
expected under the new policy based on the analysis performed above. This tool will
allow for detailed and aggregate reviews of the impact to individual claims, MCOs and
the overall Medicaid programs, depending on the data utilized within the analysis

- Apply agreed upon assumptions within the model. These may include assumptions on
trend, utilization, unit cost, or eligibility

Run the model to calculate the projected impact on costs, utilization, access, quality,
and providers

- Run a sensitivity analysis by adjusting assumptions to reflect potential variations in
expected results such as the impact of higher or lower trend, increased or decreased
woodwork effect

+ Develop Solutions. Once the impact has been analyzed and the model completed with
agreed upon assumptions, the Deloitte team’s health care specialists work in
collaboration with our actuaries and the State to identify efficiencies and areas for
innovation and improvement. This process takes into account leading practices in health
care, population trends, as well as an understanding of Nebraska’s health care landscape.
Our team will provide insights into options such as the impact of enhanced payments for
evidence based and emerging practices and structuring authorization requirements.

+ Document. At each stage of the impact analysis and solution development work
products will be reviewed with the State’s staff and approved prior to applying the
outcome to the next stage. The final product of each analysis will be presented to the
State and key stakeholders as requested by the State, or if indicated a report will be
developed.

+ Implementation. Once the State selects a course of action the Deloitte team will
support the State’s implementation. The Deloitte team of actuaries, Medicaid and health
care specialists will provide knowledge and assistance, as desired in implementation
activities including but not limited to, rate negaotiations or policy modifications. For
example  with a | il iol  we can help the State implement the change in a
variety of ways, such as writing the modified language to be sent to stakeholders and
calculating the rate impact and negotiating the new rate with the MCOs.
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To assess the current costs of an MCO program we can leverage our ability to access the
Medicaid and other public health data that will help us analyze actual historical data.
Through our facet analysis capabilities, we are able to promptly define and analyze cost and
utilization across types of service, populations, and provider groups to understand the
current costs of the programs.

In addition to DMA, Deloitte can also leverage the following additional tools:

+ Benefit Models. This is a flexible benefit model that tests the financial and beneficiary
impact due to changes in cost sharing structure and utilization limits for specific benefit
categories across various benefit plan designs

+ Customizable Cost Model. This is a model that analyzes service category allowed cost
per unit, PMPMs, utilization/1000 and average LOS where appropriate to track MCO and
program changes upon data updates
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. Tabular Method This method applies factors to items such as individual claims, waived rates, or other
volume measures based on previous experience in order to estimate the IBNR for known
claims

Projection Method This method projects recent experiences based on historical experiences
« Historical Experience x Trend Rate:  Projected Experience

“Hybrid"” Method At Deloitte, we generally combine the completion factor method and the projection
method

s Completion factor method for older claims (usually >70% complete)
+ Overrides recent month exp  :nce with the projection method

Figure 3-12. Deloltte Reserving Methadologies.

Deloitte recognizes the importance of setting reasonable expectations for what
administrative costs should be in a well-run MCO. We consider the effect of plan size,
efficiency, risk assumed by the plan, state and federal taxes, profit, risk, contingency
margins, and other factors listed below when determining if the administrative loads of the
plan are reasonable,

Additional items that Deloitte may analyze include:
« Overall size across ail lines of business
+ Lines of business covered by the capitation
« Age of the health plan or years of participation in Medicaid
» Organizational structure
« Demographic mix of enrollees
+ Marketing expenditures
« Claims processing expenditures
e Medical management expenditures:
- Staff overhead expenses
- Member services
- Interpreter services
When evaluating care management overheads or medical management expenditures,

Deloitte will analyze health plan’s initiatives that increase quality of care, improve access
and reduce medical spend. These may consist of programs such as:

» Complex Case Management
s Disease Management

» Utilization Management
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» Behavioral Health Service

+ Social Work Support

» Preventive Outreach Services

+ Health Care Information & Analytics Services

« Provider Relations

For these programs, we can gather available benchmarks on staff salaries, staff-to-member
ratios, benefits costs, etc. to determine an estimate of care management program cost and
compare to the MCO’s financial statement to evaluate the reasonability. We can also analyze
historical levels of MCO care management costs and inquire about significant variances
against statewide averages.

In the determination of an appropriate level of a profit and risk allowance, Deloitte may
consider the following items:

+ Contingency margin
« Contribution to surplus
+ Investment rate of return

+ Profit margin

Deloitte is fully capable of setting what reasonable expectation of administrative cost should
be due to its insights in market wide benchmark values.

We understand that Medicaid involves the outlay of substantial public resource and

therefore protecting the integrity of the program is paramount. We understand the
challenges due to complexity involved in providing a broad list of benefits delivered by many
participating providers to beneficiaries statewide,

Deloitte has the tools and required knowledge to run sophisticated models on data in order

to detect inappropriate provider billing and individuals receiving benefits toe which they were
not entitled. These activities contribute a large component of Medicaid fraud and threatens

fiscal and program integrity. This effort can be integrated into program integrity processes

in DMA.

In addition to evaluating the potential for inappropriate expenditures, Deloitte can also
summarize several years of historical financial data by category of service and rating
cohorts to understand trends in MCO claims experience. We can evaluate these trends
compared to publicly reported trend sources such National Health Expenditures, Kaiser,
Consumer Price Indices etc. to determine reasonability.
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« Beneflt or Product Changes and their Impact. Changes made to existing benefits
package or introduction of new products e.g. Basic Health Plan may lead to shifts or
increases in costs

+« Random Fluctuations. Onetime events such as an expensive flu season could cause
increase in claims costs

« Health Plan Initiatives to Control Costs. Activities such as disease management and
cost containment protocols, historical claims auditing, service provider code auditing,
coordination of benefits and reimbursement recovery lead to bending down the health
plan’s cost trend curve

Deloitte will analyze multiple years of data related to these healthcare factors and their
impact on health care costs. Adjustments needed to reflect observed trends will be assessed
and incorporated into capitation rate development process when developing prospective
trend assumptions.






The State of Nebraska Department of Administrative Services (DAS)
Medicaid Managed Care Actuarial And Consulting Services
Sollcltation Number: RFP 5868 Z1

and communications. Furthermore, we will work with the State to determine the most
appropriate document storage method. We currently use a variety of methods with our
current clients such as SharePeoint, eRooms, and Secure FTP Transfers, which can be
accessible to Department staff. Documents available on the repository will be the most
current version of the document available. The Deloitte team will make available on the
repository project documents related to the services listed in this RFP. Some of the
documents may include, but not be limited to the following examples:

« All draft and final deliverables
« Any records of meetings related to the services listed in the RFP

« Documentation for presentations related to the services listed in the RFP

Deloitte also has internal quality controls in place to confirm the accuracy and quality of the
work delivered and supporting documents to be delivered to the Department. Deloitte will
work closely with Department staff and other Department vendors to confirm that the most
efficient and accurate capitation rate development methodologies are being utilized.
Additionally, any report or memorandum created by Deloitte for public distribution will be
submitted to the Department for review and approval prior to release. The reports will be
developed in a manner consistent with the requirements of this contract.

Accurate and quality base data is essential to being able to deliver quality capitated rates.
The ability to validate, store, and report essential data on a consistent basis is a major
factor in the success of capitation rate development. Elimination of data errors starts with a
well-conceived and executed data collection plan. To address potential issues, we will work
with the Department staff to review the state’s current data collection practices, and
potentially recommend changes to strengthen data accuracy, Deloitte will employ data
validation by performing statistical analyses on the data to identify concerns caused by
technical or reporting issues.

Each time data is collected from a health plan, it is considered leading practice to perform
quality assurance (QA) tests to confirm the data is reasonable and helps mitigate
downstream data-related issues. Deloitte will help the Department develop a standardized
QA protocol to be used for each data transfer from vendors.

With our long history of working with state Medicaid agencies and CMS, we have developed
working relationships with many other Medicaid vendors and contractors including CMS's
central office and regional offices, Medicaid managed care organizations, and fiscal agents.
We will use these relationships or form new ones to work collaboratively with the State’s
vendors and contractors as needed.
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A clear communication process is important to the success of any engagement. The Deloitte
team will work coliaboratively with Department staff to determine the appropriate
communication plan, with our assumption the current plan used for the DMA initiative can
be replicated. We believe wi  y status reports should be prepi dina ndardized
template {i.e. PowerPoint} and shared with Department staff to provide updates on the
engagement status. In addition, conference calls, video conferences via WebEx, and other
meetings will be planned accordingly to discuss approacl review results, and address
gquestions throughout the engagement. The timing and format of such communications will
be finalized prior to the start of the engagement.

In regards to planning, we will work closely with Department staff in the beginning stages of
the engagement to develop detailed work plans. The proposed work plans will include a
timeline, resources, critical path, dependencies, and a schedule of key events and dates.
Project deliverables, milestone dates, and key dates will be contingent on the Department's
approval. Also, milestone dates will be provided in the work plans, and will be contingent on
the Department’s approval. Our success will depend on our ability to deliver on time, on
budget, high quality work products and deliverables that meet your needs. Providing reports
and deliverables within the agreed upon timeline is obviously one way we will track
successful completion.

Deloitte will work with the State to identify tasks within the capitation rate development
process to create materials and conduct a training to educate Department staff. The training
session will provide knowledge so that the users are capable of using programs and
software materials developed for contracted services. We anticipate developing a
presentation that can be presented to DHHS staff prior to compietion of the rates,

Finally, the Deloitte team has been assembled to support the dynamic environment of
healthcare. We are able to develop, or assist in the development of the rate methodology
for new programs. Deloitte brings the on-demand knowledge in fiscal strategy, Medicaid
rate setting, and healthcare to serve the Department in creating, analyzing, and/or
responding to emergent trends and new initiatives in the Department. In addition, Deloitte
can also provide the Department with access to our national innovative research and
analysis teams such as the Deloitte Center for Health Solutions, Our team wiil be able to
leverage this research to develop innovative models and accelerate research for the
Department.

llowing table summarizes our high-level understanding of the subtasks. Please refer
to our responses to each specific subtask in the sub-sections below for additional
information on our proposed approach, technical considerations, and experience in
supporting each subtask.
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3.v.D.2.a . Participate in periodic meetings with Department staff to discuss the parameters,
. priorities, rmethodology, timelines, and ongoing results of capitation rate development in
each rate cycle

3.v.D.2.b Provide documents and data, as directed by Department staff, to discuss at these
meetings
3.v.D.2.c Provide project management staff and project/timeline updates for all tasks associated
" with the capitation rate setting process
3.v.D.2.d . Work collaboratively with Department staff to improve the accuracy and efficiency of the
- existing data sources and new data sources used for capitation rate development
3.V.D.2.e Work collaboratively with Department staff and other Department vendors to improve
. the accuracy and efficiency of capitation rate development metheodologies
3.V.D.2f Provide the Department with exhibits, reports, and calculations in the format(s) specified

by the Department, including all formulae, databases, data sets, analyses, and
documents relevant to the capitation rate setting process

3.V.D.2.9 Develop work plans for rates to be determined including milestones for completion
3.V.D.2.h Meet work plan milestones and timelines as agreed upon with the Department
3.v.D.2.i Provide staff training in methodologies used to develop rates

3.V.D.2.} Develop or assist in development of rate methodology for any new program(s) that may

be implemented during the contract period

Figure 3-13. 3.¥.D.2 Subtasks.

Technical Considerations

Deloitte understands the importance of meeting project milestones and delivering results in
a timely manner. We will work with the State to comply with the agreed upon workplans
and overcome challenges that arise to deliver high quality results.

Delays in receiving high quality data could present challenges to meeting the agreed upon
timing. Data delays could be caused by many factors including late data submissions, longer
than expected data cleansing, or data access issues. When data delays occur, Deloitte with
work closely with the State to revise any impacted timelines and workplans and work to
keep the overall progress on track with the project timeframe. We anticipate data delays
can be mitigated by utilizing data from DMA.

Please refer to our responses to each specific subtask in the sub-sections below for
additional information on our propased approach, technical considerations, and experience
in supporting each subtask.

Detailed Project Work Plan

We will work closely with Department staff in the beginning stages of the engagement to
develop detailed work plans. The proposed work plans will include a timeline, resources,
critical path, dependencies, and a schedule of key events and dates. Project deliverables,
milestone dates, and key dates will be contingent on the Department’s approval.
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feedback from the Department will also be required for suggested changes to the reports or
deliverables. We will work to promptly incorporate the suggested edits into the reports and
deliverables. Department staff will notify Deloitte as to whether the deliverables are
satisfactory.

If awarded this contract, we will be moving into familiar territory — we have a team of
experienced leaders who have performed large-scale engagement transfers before. To be
successful at this transition, we will bring leadership skills, project management skills, and
functional and technical qualifications that are aligned with the Department’s key objectives.
This opportunity is very important to us and if awarded this contract we will be ready to
deliver on day one.

RFP Referance: Section ¥.D.2.d, Page 25

Throughout our data analysis we will be reviewing the data for accuracy and actively seek
out opportunities to improve the data. The ability to validate, store, and report essential
data on a consistent basis is a major factor in the success of capitation rate development.
We anticipate that by using DMA as a primary data source for rate setting, many of the data
collection and data validation efforts can be accelerated.

Elimination of data errors starts with a well-conceived and executed data collection plan.
Such a plan lays out in detail what data is to be formatted and reported. To address
potential issues, we will work with the Department staff to review the state’s current data
collection practices, and potentially recommend changes to strengthen data accuracy. Some
recommendations might include creating a data collection plan, providing training sessions
for the health plans, and devising a data dictionary to codify terms and field definitions to
support consistent data formatting. Deloitte will employ data validation by performing
statistical analyses on the data to identify concerns caused by technical or reporting issues.

The steps Deloitte implements to evaluate data quality:
« Determine the appropriateness of the data utilized for rate setting
» Measure the credibility and validity of health plan financial and encounter data

» Evaluate whether data collected meets relevant requirements in the CMS Managed Care
Rate Development Guide

s+ Work with health plans to address data concerns

In any engagement, it is crucial to have quality data; which may involve appropriately
assessing and adjusting existing data sources to eliminate potential biases and data
anomalies. Upon project initiation, Deloitte will verify the accuracy and reliability of the
available data based on reporting provided from the Department and standard checks for
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completeness. Additionally, we will perform high level validations of the data based on other
available data sources whenever required.

Each time data is collected from a health plan, it is considered leading practice to perform
quality assurance (QA} tests to confirm the data is reasonable and helps mitigate
downstream data-related issues. Deloitte will help the Department develop a standardized
QA protocol to be used for each data transfer from vendors. Regardless of the data
collection plan used, the Department should prioritize security of data through secure
servers and practice the industry standards of data security procedures.

Deloitte will follow the Actuarial Standards of Practice #23 on Data Quality. We will follow
the guidance on a) selecting the data that underlie the actuarial work product; b) relying on
data supplied by others; c) reviewing data; d) using data; and e) making appropriate
disclosures with regard to data quality. Generally, data that are completely accurate,
appropriate, and comprehensive are frequently not available. Deloitte will use their
professional judgement to assess the data quality and take action to improve issues
identified. If data limitations are identified, we will disclose the limitations and implications
on our analyses.

RFP Reference: Section V.D.2.e, Page 26

Deloitte has internal quality controls in place to confirm the accuracy and quality of the work
delivered and supporting documents to be delivered to the Department. Use of tools allows
Deloitte to provide the Department with reports and documents that were produced using
tested and validated processes and analyses on a timely basis. This will help Deloitte
confirm that all such reports are accurate, correct, and complete to give the Department the
analysis it needs for proagram management. Deloitte will work closely with department staff
and any other Department vendors to confirm that the most efficient and accurate
capitation rate development methodologies are being utilized,

Additionally, as a majority of our proposed team are credentialed actuaries and Members of
the American Academy of Actuaries, we meet the Qualification Standards of the American
Academy of Actuaries. The team is very experienced in rate setting, risk adjustment, data
management and analytics, actuarial analysis, financial analysis, and quality assessment.
Our actuarial methaods, considerations, and analyses conform to the appropriate Standards
of Practice as promulgated by the Actuarial Standards Board.

Any report or memorandum created by Deloitte for public distribution will be submitted to
the Department for review and approval prior to release. The reports will be developed in a
manner consistent with the requirements of this contract.
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RFP Reference: Section V.D.1.i, Page 26

Our team will work with the State to provide a
training session to Department staff. This session will
assist the Department staff to gain understanding of
the methodologies used to develop rates. We propose
that the training session be canducted via an onsite
meeting and a supporting presentation can be
distributed for those who cannot attend.

The methodologies of developing the rates will be
documented in detail and pulled into a manual to
share with the State. To kick off the training process,
the Deloitte team will hast a general meeting and
give an averview presentation of the rate
development. This overview presentation is to help
the Department staff set the stage and get the
ground information. We would then conduct the in-
persan meeting to walk through the rate development
process step by step:

« Describe the base data selection process
+ Discuss the development of assumptions _
« Explain the new modeling files in addition to the

existing modeling tools the State has and the ways we used them to complete the rate
development.

Our project manager will alsa be available ta address questions that the Deparfment staff
may have throughout the process.

RFP Refarence: Section V.D.2.j, Page 25

Deloitte will work closely with the State to understand the project objectives, timeline, and
work plan. We can develop, or assist in the develoapment of the rate methodology for new
programs. Deloitte brings the on-demand knowledge in fiscal strategy, Medicaid rate
setting, and healthcare to serve the Department in creating, analyzing, and/or responding
to emergent trends and new initiatives in the Department.
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implemented. The Deloitte team will use our knowledge to develop service and unit cost
trends based on the population data that is more representative of the new program.

Savings factors will need to be developed based on an estimate of the reduction to medical
cost. We will conduct a review of the current care management programs as well as the
service category summaries, The areas where increased management of the population may
reduce higher costs to the average will be estimated. We will also review non-medical costs
to understand the administrative requirements for the new program. Deloitte will follow the
CMS Managed Care Rate Development Guide and the actuarial standards of practice when
working with the State to develop this methodology.
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- 3.NV.D.3.a Document our rate development process and provide a memorandum disclosing the data,

assumptions, and methodology used in developing rates

3.V.D.3.b Attest that the rate setting process is compliant with all rate setting requirements
described in the BBA

3.V.D.3.c Certify that the rates are actuarially sound and provide the documentation to support this
certification

3.v.D.3.d " Provide documentation supporting that the rates were developed in accordance with CMS
guidance

3.V.D.3.e Prepare presentation materials to support discussions with DHHS rate setting meetings

AV.D.AfF Attend DHHS meetings with CMS and support DHHS as needed

v.D.3.g Provide final rates and rate exhibits to DHHS by requested deadline, 150 days or 5

- months before effective date

Figure 3-16. 3.V.D.3 Subtasks.

Proposed Development Approach

The Deloitte team has significant experience in over 30 states in developing actuarially
sound rates and creating actuarial memoranda and data books thoroughly documenting our
rate setting process. These memoranda and data books have covered a wide array of plans
and programs including behavioral health, physical health, non-emergency medicai
transportation, and VBP programs. Qur rate setting process follows the documentation
protocols laid out by the Academy of Actuaries, the actuarial standards of practice, the CMS
Rate Development Guide, the Balanced Budget Act of 1997 (BBA), and DHHS specifications.

Upon completion of the rate setting procedures, the Deloitte team will | vide a
memorandum which will include:

« A description of the rate calculation process used

« A description of the methodology used to develop and validate the base data
« A description and explanation of the adjustments made to the data

» A description of the trend calculation methodology and data

« A description of the assumptions used and supporting reasoning

¢ A description of the risk adjustment process, if applicable

« Supporting exhibits containing summarized base data, base data adjustments, trend
assumptions, risk adjustment (if applicable}, non-benefit expense assumptions, other
adjustments, and final rates

» A table of year-over-year changes to the rates
« A certification that the capitation rates are actuarially sound and compliant with CMS
guidelines and the requirements of the Balanced Budget Act (BBA)

The Deloitte team will discuss and justify in this memorandum our chosen rate setting
methodology and will describe the assumptions behind and methodology used for the



The State of Nebraska Department of Administrative Services (DAS)
Medicald Managed Care Actuarial And Consulting Services
Solicitation Number: RFP 5868 Z1

development of trend factors, program changes, adjustments for changes in the managed
care programs, adjustments for administrative changes, change in the population risk
status, and adjustments for changes in the covered population, as well as other
adjustments needed. The exhibits provided to support the memorandum will show the value
of each adjustment applied in the development of the rates and demonstrate a high-level
calculation of the rates.

The Deloitte team will document in the memorandum the different data sources used in rate
development, including but not limited to Managed Care encounter data, FFS data, and
financial data. We will document our validation of the data used in the rate setting process.
A detailed discussion of our proven approach to rate setting and data is discussed in more
detail in Section 3.V.D above.

We understand that in reviewing, designing, and implementing our capitation models,
compliance with the relevant rate setting regulations and guidance is critical. Our actuaries
comply with federal regulations (CFR 438.4) which require an actuary developing rates for a
Medicaid managed care program to do so following actuarially sound principles. CMS has
outlined what it considers to be the approved process in its Rate Development Guide. The
American Academy of Actuaries (AAA) developed a practice note addressing the issue of
actuarial soundness in Medicaid managed care rate setting. Our team’s actuaries are
members of the AAA and are very familiar with the applicable requirements and actuarial
practices. We will validate the base data as described above, apply the required
adjustments, trend, and assumptions developed in cooperation with DHHS, to arrive at
actuarially sound rates. We will provide a certification that the rates were developed in
compliance with relevant regulations and the guidance discussed here.

In addition to the memorandum, we will provide supplemental exhibits which document the
value of the assumptions and adjustments used in developing the rates and provide a high-
level view of the rate calculations. Additional exhibits and other supporting materials will be
created as needed to summarize our process and support rate discussions. The Deloitte
team will collaborate with DHHS to clearly present our results, recommendations, and
consultative guidance. A clear communication process is important to the success of this
engagement. Qur team is prepared to support DHHS by travelling on-site periodically as
needed and for key meetings to allow for flexibility and efficiency in communications as we
partner with DHHS in the rate setting and rate negotiation process. The establishment of an
onsite team would also aid in these discussions.

These supporting materials will be available for DHHS review to confirm that our processes
and results are consistent with DHHS specifications. Subsequently, the supporting materials
and our team will be available to support DHHS in its rate setting meetings and discussion
with CMS, as required. Generally, this form of technical support involves an overview of the
rates and detailed discussions on the data sources, data timing, data adjustments, trend
calculations, programmatic adjustments, assumptions used, and the administrative loads
applied. In addition to our team’s extensive experience in working with CMS, members of
the Deloitte team have previously worked at CMS and thus are familiar with the rate
negotiation process from CMS’ point of view.
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Additionally, we are prepared to help DHHS comply with the CMS rule finalized in 2016
which requires new documentation to be developed and delivered to CMS. We will work
collaboratively with DHHS to develop the required documentation for CMS as requirements
become effective including but not limited to: enhanced MLR reporting, rate development
methodology if requested, validated data used in capitation rate development, and
compliance with new network adequacy standards and new rate certification standards.

Finally, Deloitte understands that timely rate setting procedures are c¢ritical in a managed
care program, therefore final rates and final rate exhibits will be submitted to DHHS 150
days or five months prior to their effective data.

Technical Considerations

As the Deloitte team documents our rate development process and provides final rate
exhibits, memorandum, and certifications, the following are potential technical aspects to
consider.

The CMS rule finalized in 2016 redquires new documentation to be
developed and delivered to CMS, as well as additional considerations in the rate
development. The required documentation will need to be developed with DHHS as the
requirements become effective. We will work collaboratively with DHHS to develop the
required decumentation and ensure the documentation and rate development meets the
new standards.

Please refer to our responses to each specific subtask in the sub-sections below for
additional information on our proposed approach, technical considerations, and experience
in supporting each subtask.

Detailed Project Work Plan

wWe will work closely with Department staff in the beginning stages of the engagement to
develop detailed work plans. The propesed work plans will include a timeline, resources,

critical path, dependencies, and a schedule of key events and dates. Project deliverables,
milestone dates, and key dates will be contingent on the Department’s approval.

A high-level project timeline is included in Appendix 1. We will work closely with the DHHS in
the beginning stages of the engagement to develop detailed work plans for each managed
care program.

Deliverables and Due Dates

The following figure lists examp  of the delivi  bles we anticipate we may provide for the
programs in scope. We will work closely with DHHS in the beginning stages of the
engagement to develop the detailed work plan and deliverable due dates.

Actuarially Sound Using our rate setting model, we calcuilate actuarially sound capitation rates that take
Capitation Rates & into account program specific considerations and comply with CFR 438.4, the AAA
standards of practice, and the CMS rate setting checklist. As part of this, an actuariai
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above, apply the required adjustments, trend, and assumptions developed in cooperation
with the DHHS, to arrive at actuarially sound rates.

Additionally, we recognize there were new elements introduced in the CMS rule approved in
2016. Under the rule, all rate cells must be submitted to CMS, provider-preventable
conditions must be identified and reported, point estimate capitation rates must be
developed and be certified in accordance with new network adequacy and MLR guidance,
and value based payments under capitation are allowed. We are prepared to partner with
DHHS to create and submit the additional required documentations as the requirements
become effective and will certify that the rates were developed in accordance with new
guidance.

Further, we will partner with DHHS to identify new opportunities presented by the allowance
of value based payments. Based on our experiences supporting states in their efforts to
save costs and innovate - such as supporting the State of Maine in designing and
implementing their Accountable Communities program - we understand the challenges
present when implementing and designing new programs as well as the potential efficiencies
and savings opportunities which they represent,

RFP Reference: Sectlon ¥V.D.3.d, Page 16

The Deloitte actuarial team will certify the rates we develop as meeting the federal
requirements for actuarial soundness as specified under 438.4. Our rate certification is
documented in a certification letter that can be sent to CMS, This letter provides details on
the data, adjustments, assumptions, and methodology used to arrive at the actuarialty
sound rates. Further, we will be available for related discussion with CMS on our
certification.

Per the CMS Rate Development Guide, we will validate and document that payment
rates are:

s Certified to be actuarially sound as described above
+ Developed using generally accepted actuarial principles and practices

« Based only upon services covered under the State Plan (or costs directly related to
providing these services, for example MCO administration)

« Reflective of adjustments for external factors discussed above in Section 3.2.A.1

« Provided under the contract to Medicaid-eligible individuals only
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RFP Reference: Section ¥.D.3.g, Page 26

The timely development and finalization of rates is essential to operating an efficient
managed care program. We will work closely with DHHS in the beginning stages of the
engagement to develop detailed work pians for each managed care program so that final

rates and supporting rate exhibits can be shared with DHHS in a timely manner before their
effective date.






The State of Nebraska Department of Administrative Services (DAS)
Medicaid Managed Care Actuarial And Consulting Services
Solicitation Number: RFP 5868 Z1

Proposed Development Approach

The Deloitte team develops actuarially sound rates
and rate ranges following the applicable actuarial
standards of practice, CMS’ rate setting managed
care rate development guide, and the requirements
of CFR 438. As more recent data is collected our team
can consider modifications to the rates developed
through rebasing the data for more emerging
experience.

As emerging experience becomes available and
additional data sources such as encounter data
continue to improve, Deloitte will work with DHHS to
rebase the rates towards these new data sources.

Additionally, we will work with DHHS to implement
new rate setting methodologies utilizing different
base data sources, different data sources for program
changes and different assumptions that may be
applied to trend to reflect more recent data available.

A detailed description of cur rate setting process is
found in Section 3.V.C.1.a. The remainder of this
section describes how rebasing would reflect that
process.

The following table summarizes our high-level understanding of the subtasks. Please refer
to our responses to each specific subtask in the sub-sections below for additional
information on our proposed approach, technical considerations, and experience in
supporting each subtask.

3.V.E.a * Consider different rate setting methodologies and models to utilize in the rate
~ development process
AV.E.b Analyze emerging data for considerations in rebasing the rates
3.V.E.c Consider changes in potential cohorts for the managed care program
AV.Ed Confirm any revisions to the rate development methodology follow CMS guidelines
3.V.E.e Provide documentation and training for department staff for new rate setting
methodologies
3.V.E.f Provide actuarial certification to the soundness of any rebased rates
3.V.E.g Develop presentation materials for any rebased rates

Figure 3-18. 3.V.E Sub-tasks.
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Technical Considerations

While our team is responsible for updating the actuarial capitation rate ranges for each
period, there are key items we collaborate with DHHS to collect in the rate setting process
including:

Deloitte works with DHHS and the DMA team to collect the necessary base data items that
may be used to rebase the managed care rates as part of SOW 1. This data collection
includes financial reports, eligibility data, encounter data, historical FFS data, data
dictionaries, methodology to analyze categories of services, cohorts, covered populations
and other key items to analyze base data. When considering different base data sources to
use to change the methodology to develop the rates, Deloitte does a detailed review of data
sources against one another including comparing financial data to encounter data to
determine encounter data completeness and comparison of emerging managed care data to
FFS data for populations and services that have recently moved to managed care.

The State of Nebraska has a very mature physical health managed care program as these
services have been covered in managed care since 1995, For these services that have been
long-standing in the state’s managed care program, we utilize managed care encounter
data and/or plan submitted financial data to set the rates. However, for newer services such
as behavioral health services that have recently been added to the state’s benefit package,
as credible emerging managed care experience may not be yet available for the entire
benefit package covered by the state, we may leverage additional data sources such as
historical FFS data to utilize a credible data source in the rate setting process. As the newer
services have emerging managed care experience that can be deerned credible, we can
rebase the rates to utilize these new sources.

Detailed Project Work Plan

We will work closely with Department staff in the beginning stages of the engagement to
develop detailed work plans. The proposed work plans will include a timeline, resources,

critical path, dependencies, and a schedule of key events and dates. Project deliverables,
milestone dates, and key dates will be contingent on the Department’s approval.

A high-level project timeline is included in Appendix 1. We will work closely with the DHHS
in the beginning stages of the engagement to develop a detailed work plan.
Deliverables and Due Dates

The following figure lists examples of the deliverables we anticipate we may provide for the
programs in scope. We will work closely with DHHS in the beginning stages of the
engagement to develop the detailed work plan and deliverable due dates.
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Throughout the capitation rate rebasing process, we will evaluate new data sources to
consider if they can be utilized when rate setting and what their impact may be on the high,
target and low capitation rates. For the encounter data, we propose that supplemental data
in the form of health plan financial data be gathered by DHHS in coordination with our
team. By performing a detailed financial review of this data and comparing it to the reported
encounter data, we can identify potential issues with the encounter data and bring those to
the attention of the errant plan for process improvement and revision. This process would
be similar to the process in place with DMA today.

Our team of actuaries and health plan financial reviewers has the experience and knowledge
needed to determine where a health plan’s encounter data reporting is deficient or when a
plan’s financial data does not support its reported level of service. We use this knowledge to
identify opportunities for improvements in encounter data and financial data reporting by
health plans that will ultimately improve the accuracy, completeness, and timeliness of the
base data used to set rates thus improving the accuracy of the high, target and low
capitation rates.

RFP Reference: Section V.E.c, Page 26

Deloitte has the knowledge required so that the costs and characteristics associated with
managed care cohorts are accurately reflected. We understand that medical and pharmacy
costs vary by parameters such as but not limited to age, gender, eligibility group, level of
care and geographic region.

As part of the rebasing process, we will analyze if there are different ways to potentially
divide the base data sets based on differing levels of risk or geographic cost variation. As
part of this rebasing analysis, we will consider the following steps:

1. Start with the same base period eligibility and medical expense data used in the rate
setting process

2. Analyze a potential range of cohort variations to determine the necessary logic for
managed care cohorts to be credible but reflect appropriate levels of cost variation

3. Review potential cohort changes with DHHS

4. Adjust rate setting process in future for any agreed upon changes in the cohorts in the
state

Deloitte understands and appreciates the importance of establishing appropriate rates for
each cohort in the Medicaid program. Our experience assisting other state Medicaid
programs with the review and development of rates for specific populations provides us with
the knowledge to analyze any possible changes to the structure of cohorts in the state as
part of the rebasing effort.
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efficiently use the programs and software developed for contracted services, as agreed to in
the final contract terms.

The methedologies of developing the rates will be documented in detail and pulled into a
manual to share with DHHS, To kick off the training process, the Deloitte team will host a

gi I meeting i Igivei overview presentation of the rate development. This overview
presentation is to help the Department staff set the stage and get the ground information.
We would then conduct an in-person meeting to walk through the rate development process
step by step:

» Describe the base data selected as part of the rebasing process

+ Discuss how assumptions are modified based on the rebasing

« Explain the new modeling files in addition to the existing modeling tools DHHS has and
the ways we used them to complete the rate development using rebased rates.

Our project manager will also be available to address questions that the Department staff
may have throughout the process.

RFP Reference: Section V.E.f, Page 26

Our actuaries comply with federal regulations (CFR 438.4) updated in 2016 which require an
actuary developing rates for a Medicaid managed care program to do so following actuarially
sound principles. CMS had outlined what it considers to be the approved process in its Rate
Development Guide. The American Academy of Actuaries {(AAA) developed a practice note
addressing the issue of actuarial soundness in Medicaid. The purpose of the practice note
was to provide nonbinding guidance to an actuary when certifying rates or rate ranges for
capitation of Medicaid managed care programs. Q1 eam’s actuaries are members of the
AAA and are very familiar with the applicable requirements and actuarial practices. The
Deloitte team’s actuaries have developed actuarially sound rates under the applicable
regulations for many years. We will validate the base data as described above, apply the
required adjustments, trend, and assumptions developed in cooperation with the DHHS, to
arrive at actuarially sound rates.

Additionally, we recognize there were new elements introduced in the CMS rule approved in
2016. Under the rule, all rate cells must be submitted to CMS, provider-preventable
conditions must be identified and reported, rates must be developed in accordance with new
network adequacy and MLR guidance, and value based payments under capitation are
allowed. We are prepared to partner with DHHS to create and submit the additional required
documentations as the requirements become effective and will certify that the rates were
developed in accordance with new guidance.
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Further, we will partner with DHHS to identify new opportunities presented by the allowance
of value based payments. Based on our experiences supporting states in their efforts to
save costs and innovate — such as supporting the State of Maine in designing and
implementing their Accountable Communities program - we understand the challenges
present when implementing and designing new programs as well as the potential efficiencies
and savings opportunities which they represent.

RFP Reference: Section V.E.g, Page 27

We intend to support you throughout the rate development and rate negotiation process in
a manner that meets your needs. As discussed in the introduction, we will develop exhibits,
memoranda, and other supporting documentation for DHHS rate setting discussions and
meetings.

This team will attend, participate, and provide support at DHHS rate setting meetings. Qur
team is prepared to support DHHS by travelling on-site periodically as needed and for key
meetings to allow for flexibility and efficiency in communications as we partner with DHHS
in the rate setting and rate negotiation process. Deloitte has key experiences supporting
rate development discussions across a wide array of clients, including conversations with
managed care organizations, Medicaid directors, and CMS.
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Value-Based Payments (VBP)

Our team brings deep VBP experience with both
health plans, providers, and public sector agencies in
establishing fair and transparent shared savings
targets, establishing bundled payment mechanisms in
high impact areas, and other total cost of care models
across the risk spectrum. We have helped
stakeholders reduce potentially aveidable
readmissions, ER visits, and other complications in
service to improving the patient experience.

As outlined in the Deloitte publication, The Road to
Value-Based Care, the shift toward VBP presents
unprecedented opportunities and challenges. Instead
of rewarding volume, new VBP models reward better
results in terms of cost, quality, and outcome
measures. These models have the potential to upend
health care stakeholders’ traditional patient care and
reimbursement models. The shift has already begun
in some markets to build key capabilities around VBP.
As organizations plan their route to VBP, it is
important to understand that there is no single,
“right” payment model that fits all situations.

Deloitte's experience gained in markets where the

shift to VBP is underway shows that the transition is much like a road trip—different routes
and modes of transportation can get travelers to their destination. By impiementing a
holistic process and leveraging robust supporting data—much like following a GPS system—
the DHHS can develop payment model(s) that work for your populations and stakeholders.

Our approach will provide insight into charting which path to VBP is appropriate for the
various stakeholders in Nebraska. Our approach evaluates the current state of payment
reform initiatives already underway and reviews nationally recognized and evidence-based
leading strategies throughout the health care industry. We can assess economic
opportunities and identify payment model strategy options, each backed by a business case,
data analytics, and with quantitative and qualitative costs, estimated program resource
needs, and identified regulatory challenges. We can support DHHS in identifying optimal
partners, reviewing contracts based on risk appetites, assist in configuring optimal low cost
and high performing provider networks, and support build out robust monitoring tools and
processes to support effectiveness of various risk share contracts and bundled payments.
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The DHHS is working to build a high-performance,
financially sustainable Medicaid delivery and payment
system, and the Deloitte team brings a strong
background in both government policy and Medicaid
program design to help the DHHS adapt major
initiatives that will improve the delivery and payment
of Medicaid services in the state. Deloitte will
desighate a team accountable to DHHS requests for
information on policy and legislative activity. The
responsibilities of this team will include, but not be
limited to, the following:

« Analyzing proposed policy and legislative changes
that will affect the transition to non-service based
payments

« Consulting on the efficiency of the Managed Care
delivery system

« Consulting on State budget proposals, Federal
Medicaid waivers, and budget neutrality

« Supporting DHHS in onsite plan reviews as required

« Providing other ad hoc actuarial, consuiting, and financial/accounting technical assistance
services

Deloitte can serve the DHHS's needs for policy advisory services by using our Proactive
Policy Analysis (PPA) solution which helps us to promptly take an in-depth look at the
impact of legislation and policy to assess true impact and set expectations. This tool allows
public sector agencies and departments to assess how changes impact budgets, operations,
mission, technology assets, strategic planning and execution, preparing for pending
legislation and policy changes.

As described in the figure below, the tool allows us to understand potential impacts of new
legislation by capturing program information that may be impacted by legislative changes.
The actual details of the potential legislation are then added to build a relationship model
and map that shows an agency where in their organization the legislation has potential
impacts against program goals and budgets,
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V.E.1.g Analyze the accuracy of Managed Care Organization (MCO) premiums, retrospectively, based on
overall MCO financial performance

V.E.1.h Provide on-site financial, clinical and operational assessment

V.E.1.i Track and analyze financial impacts of transition from service based payments programs to
Managed Care

V.E.1.j Develop annual MCO financial reports comparing financial and medical management efficiency,
medical loss ratio, profitability and financial sclvency, net worth per member, and other key
metrics

Figure 3-22. Task 3.V.E.1 Subtasks.

Technical Considerations

Considerations for the underlying subtasks within this section will vary depending on the
requested support. As the Deloitte team develops reports, tools, dashboards, and financial
models related to the requested policy and financial management services it will be
important to account for the following technical considerations:

« Confirming that any data provided to Deloitte by MCOs or by the DHHS is credible and
accurate. DHHS should also ensure that any data passed to Deloitte for these services
has been reviewed and validated for accuracy. Leveraging DMA as the primary data
source should help expedite this process

« Ensuring that the DHHS understands the process that went into any financial analysis and
the data behind it

« Documenting various procedures in the event that the DHHS or Deloitte needs to update
any analysis

Additionally, while traditional service-based payment models have tended to increase the
volume of services without guaranteeing either sufficient cost containment or improvements
in the outcomes of patient care, it will be important to continue to monitor program results
to determine if the initiatives and reimbursement methodologies are resulting in cost
efficiencies, increased quality, and/or improved access.

Please refer to our responses to each specific subtask in the sub-sections below for
additional information on our proposed approach, technical considerations, and experience
in supporting each subtask.

Detailed Project Work Plan

The timeline and activities will vary by depending on the requested support. We will work
closely with DHHS staff in the beginning stages of the engagement to determine the
requested scope of services and develop a detailed work plan. The proposed work plan will
include a timeline, resources, critical path, dependencies, and a schedule of key events and
dates. Project deliverables, milestone dates, and other key dates will be contingent on
DHHS's approval.
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the latter is not. The shifted cost should be taken into account when measuring the
“actual” savings.

» Administrative Expenses. Expenses that do not directly relate to the care delivered but
improve the quality of care and operational efficiencies (e.g., care coordination, service
monitoring, etc.) should be reflected in the payment methodology.

» Provider and Plan Willingness and Capability to Take on Risks. The DHHS may
want to consider the potential financial burden of services to be included in payment
methodology for the participating providers and plans in the program.

» Prevalence of Existing Arrangements. The DHHS may want to consider the current
shared savings arrangements between MCOs and PPSs or other payer/provider
organizations in determining the success of these arrangements.

» Impact on Quality and Access. Ultimately, the payment model should not negatively
affect the quality of care and patient access, which will have a downward impact on
population health.

» Current Payer-Provider Landscape. The DHHS may want to consider the prevalence,
if any, of certain payer and provider groups. For example, Independent Practice
Associations (IPAs) are often well suited to conform to an accountable care model if they
are accustomed to capitated risk-sharing payment structures.

Identify Payment Reform Options

In accordance with t|  state’s commitment to

requiring contracted MCOs to enter value-based

contracts with providers, we will help the State

identify payment model options that align with the

population covered and to improve population health

and achieve predefined objectives. We will perform

an opportunity assessment for targeted population

segments to identify clinical intervention opportunities that can be incorporated into various
types of payment models. This assessment will include analysis of past performance and
comparison to industry benchmarks as well as analysis of current value base payment
programs in effect, as well as an evaluation of payer and provider readiness to assume risk
across people, processes, and technologies. We will also research value based care
pregrams and payment methods utilized and found to be successful in comparable states.

Having worked with private and public entities, we will leverage our experience and the
findings of the opportunity assessment to evaluate payment options that align with the
State’s VBP goals in reducing cost and improving the quality of care. This includes
evaluating payment options, populations, services, program parameters, fund distribution,
and risk- and case-mix adjustments.
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While research of other states and commercial payers and providers will provide insight into
successful models, there are certain aspects of the program that might need to be tailored
to suit the market landscape of the State. Some of these aspects to be tailored include:

+« Payment Model. The payment model for value based care programs varies across

different circumstances and should be tailored for the State. For instance, retrospective
models for implementing bundied payment arrangements have fewer regulatory and
administrative burdens at implementation, but require substantial effort to complete the
retrospective review. Conversely, when used for complex conditions, the prospective
models create significant financial burden for providers since they control payment
distribution to individual stakeholders and care providers. Tradeoffs such as these should
be carefully vetted in order to guarantee success of the State’s VBP initiatives.

Program Parameters. Value based care program parameters should reflect state-
specific experience, goals, and population covered. Qur ability to provide data analytics
on actual Nebraska encounter data, MCO financial data, and other data and ability to
leverage existing platforms (e.g., Medicaid Performance Analytics) for potential program
parameters will help the DHHS customize them to align with the VBP initiatives.

Covered Population and services. Nebraska has made an effort in building population-
based payment models focused on total and high-risk populations. Deloitte has the
experience to complement the States’ efforts in developing the supporting analytics
platform and data warehouse infrastructure. The population included in the managed care
and service based payments program as well as the program goals and desired outcomes
will help determine what services should be covered. The Medicaid population
demographics vary across states. An assessment of the population to be included and the
services utilized by those individuals should be conducted to help identify the appropriate
services to be covered.

From this research, we can identify potential alternative payment methods and guiding
principles for the State to consider. The figure below highlights some of the major payment

models in the health care market today.

Fee-for- Each covered medical Started in its current form Low risk
Service service or procedure is paid with the launch of Medicare Risk is in volume
{FFS) a set fee after it has in 1965
occurred Prospective payments (per-
admission payments to
hospitals) began in the
early 1980s
Shared Paid under FFS until year- Not yet widely adopted Medium risk
Savings end reconciliation A growing number of these Risk is only from collecting

Shared savings bonuses are
paid if expenditures do not
exceed cost-containment
goals

contracts have started since
the passage of the
Affordable Care Act (ACA)
in 2010, which established
a permanent, voluntary

for savings, no fines from
losses

Risk is in not managing
costs and missing savings
opportunities
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Bundles .
Shared .
Risk

Bonuses given if quality
goals are achieved

No financial risk if cost or
quality goals are not met

Episode-based payment
Payment for services across
multiple providers and care
settings for a treatment or
condition during a defined
time period

Paid under FFS until year-
end reconciliation

Savings bonuses if cost
containment and quality
goals (upside) are achieved
At risk for a portion of
spending that exceeds a
cost containment target
{downside)

program and many
Medicare pilots

Some commercial and
Medicaid purchasers have
sponsored these

Started in the mid-1980s by
two commercial pavers
{Prudential, United
Healthcare} for solid organ
transplants

Further traction with CMS
heart bypass demonstration
in the 1990s and bundles
for end-stage renai disease
The ACA included Medicaid
demonstrations {2012} and
Medicare pilots (2013) for
bundles

CMS continues to offer
bundled payment programs
for Medicare enrollees

Now being piloted for
chronic conditions

Not yet widely adopted
Medicare Shared Savings
Program proposed rule in
2012 suggests that ACOs
will be expected over time
to take on shared risk, in
addition to shared savings
In 2008, Aetna launched a
pilot with its Medicare
Advantage program and
NovaHealth, an
independent physician
group in Maine, that shared
risk and resulted in quality
and efficiency
improvements

Figure 3-25. Examples of Payment Models in the Health Care Market.

Define High-level Designs

Risk with severity of
patients’ iliness

Medium-high risk

Risk from collecting for
savings and being fined for
losses

Risk is in volume

Risk is in not managing
costs and missing savings
opportunities

Risk with severity of
patients’ iliness

High risk

Risk from collecting for
savings and being fined for
losses

Risk is in not managing
costs and missing savings
opportunities/being
penalized

Risk with severity of
patients’ illness

Once the payment reform options are identified we can conduct a feasibility assessment to
identify the impact within the State programs to better understand the intricacies of each

payment method. This assessment relies upon our experience with other states and lessons
learned from pursuing and examining similar initiatives. As part of this process, we leverage
existing data sources to analyze the cost, utilization, access, and quality impact of selected
payment models.

During this step, we gather the available data, evaluate the selected potential alternative
payment options, and provide options for the State’s consideration as well as participating
MCOs, PPSs, IPAs, and other payer and provider groups. We will perform high-level
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monitor legislation and industry change and provide ongoing support to the State around its
Value Based Payment initiatives.

Our VBP team will be able to quantify the impact of policy and regulatory changes on
eligible enroliment, benefit packages, and capitation premiums. In addition, we can leverage
Deloitte’s Proactive Policy Analysis Framework and Legislative Review process to enable our
analyses and decisions. These processes can be employed by the VBP team specifically to
measure the impact of potential VBP policy changes and would support in the effort to
increase value based payments as part of the State’s Medicaid reimbursement system.

Our Approach

Consistent with the approach we follow when incorporating program adjustments into the
capitation rates, we plan to follow a similar approach when analyzing whether VBP initiatives
have an impact on the capitation rates. We will monitor, incorporate and update the rate
setting process such that the rates are compliant and consistent with new programmatic or
legislative changes on an ongoing basis. We will make adjustments, as required, request
appropriate data, and make potential methodology changes. More information on our
approach for incorporating programmatic adjustments to the capitation rates can be found
in our responses to Section 3.V.D.3 and Section 3.V.E. Following the process below, we
will work with the DHHS and the VBP workgroup to quantify the impact of such changes and
incorporate into the capitation rate setting process, as appropriate. We anticipate these
analyses to occur annually, in coordination with the rate setting efforts, as DHHS makes
decisions to align with the VBP roadmap.

Analysis in support of developing health policy requires an in-depth understanding of the
current legisiative environment coupled with the use of a comprehensive array of qualitative
and quantitative analytic methods including statistical analysis, case studies, surveys, model
development, and cost-benefit analysis. In order to better serve the DHHS in quantifying
the impact of redesign initiatives, policy analysis should address the following areas:

» Assess the goals of efficiency and effectiveness

» Account for the role and influence of stakeholders and the structural factors affecting the
issue at hand

e Use the most complete and accurate data available

+ Clearly written in a readable, concise, focused style

» Operationally ready to meet the DHHS's goals and objectives

To perform meaningful policy analysis for our clients, we employ Deloitte’s Proactive Policy

Analysis framework. Our Proactive Policy Analysis framework is laid out in the following
graphic.
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Document Review Findings

As we conduct our review of the selected contractual documents and agreements, we will
note areas of inconsistency with the underlying VBP logic and propose modifications and
opportunity areas for DHHS to consider,

Facilitate Review Meeting

Upon completion of our documentation review, we can facilitate a meeting with DHHS to
review our recommended modifications and opportunities for DHHS to consider. As the final
language is determined during this meeting, our team can assess the potential impact on
rate setting processes, as appropriate, following a similar approach as outlined in Task
3.V.E.1.b above.

RFP Reference: Section V.E.1.e, Page 27

We have a broad understanding of financial and reporting issues and in the health care
space. Using our extensive accounting and actuarial experience within the health care
industry in conjunction with the DHHS's guidance provides the support of your ongoing
monitoring process, measure contracted managed care plan financial performance, quality
of care performance, and management effectiveness, in addition to providing advice and
recommendations on compliance issues, possible sanctions, and technical assistance as
requested,

Refinement of Existing Financial Monitoring Tools

We can review the State’s existing financial monitoring tools. Our team is experience with
monitoring tools and have leveraged them in rate setting projects across other states. For
example, our Risk Based Capital Model and our Incurred But Not Paid (IBNP) model, which
use regression and cross-sectional analyses to develop plausible relationships among base
data, are used to augment a State’s current approach to crosschecking and testing data
from various sources (such as MCO data, encounter data, and financial data) and different
state agencies,

To start the monitoring proces the Deloitte team n meet with the State to discuss the
current process in place for financial monitoring. We review the current processes and
discuss suggested modifications to the process with the State. The Deloitte team will review
the monitoring measures in place. We will review the historical experience of the program
and identify additional issues that need to be monitored going forward.
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On-site Monitoring

The monitoring of the MCO's financial performance
plays a major role in developing the base data used
to set actuarially sound capitation rates. Additionally,
such financial information is used by the DHHS to
monitor an MCQ’s efficiency at delivering care,
compliance with clinical leading practices, and
management performance. Our team’s financial
consultants are highly trained in developing financial
monitoring methodologies and performing financial
reviews.

We can support DHHS in reviewing their onsite

monitoring procedures. As part of this review, we can

consider the processes in place for activities such as

information gathering, claims review, and analysis of MCO financial data against encounter
data. The findings from our review of the onsite monitoring process the onsite reviews will
be shared in a report to DHHS to support future modifications and resolution plans.

Plan Engagement Techniques

In order to assist the State in its continuing efforts to improve the review of MCO data
received, we coordinate our financial monitoring and review efforts with the other tasks
requested. A coordinated approach is needed to meet the State’s goals.

Deloitte can review the current plan engagement techniques to identify areas of
opportunity. We can compare these techniques against best practices found in other states
and offer additional recommendations. We understand that components of the plan
engagement process may include: compliance with Generally Accepted Accounting
Principles, or Statutory basis of accounting, management techniques of appropriate
personnel who are principally responsible for financial and accounting matters, and current
analytical procedures.
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We will work with the State on building out a financial report that will support the proposed
implementation of a profit cap requirement. Metrics will be calculated by MCO with the
intention of comparing these metrics to other MCOs, industry benchmarks, and aggregate
program averages. In developing these reports, we will look at these areas specifically:

« Establish financial solvency measures based on the DHHS criteria
* Analyze minimum |oss ratios, aggregate net worth, and contingent reserves

o Assess the reasonableness of income statement (i.e., revenue and expense) and balance
sheet items for the various aid categories for which each plan provides care

« Review and assess utilization per 1,000 enrollees by geographic region and aid category

+ Review administrative expenditures to determine what portions of costs to include in the
profit calculation

« Coordinate with the rate development procedures to ensure the underlying assumptions
comply with the managed care regulations and actuarial standards of practice

We anticipate the results of our assessment will be included in a one-time report to aid in
DHHS’ development of a profit cap requirement. As this requirement is implemented, we will
incorporate adjustments into our rate setting process, as deemed appropriate.
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The Deloitte team uses our Waiver Cost-effectiveness
Model and 1915 Waiver Template to develop the
prospective year enrollment and costs under the
waiver. The model incorporates the base period
experience for the program (typically two
retrospective years), actuarial sound adjustments for
policy, program, benefit and network changes,
administrative costs, population changes, and medical
cost trends. Our dynamic models allow us to
efficiently quantify and summarize the waiver cost
projections and savings to allow DHHS to understand
the financial impact and cost-effectiveness of selected
program changes. Our modeling considerations
include:

+ Evaluation of aggregate PMPM expenditures and impact on cost effectiveness

« Applied trend assumptions (including the ability to use historical trend assumptions vs.
other trend sources)

« Results of monitoring efforts from historical waivers to understand actual waiver costs vs.
criginal projections

In addition to the cost-effectiveness requirements outlined in the waiver instructions, the
Deloitte team has the program and policy specialists available to assist DHHS in the
responses to the narrative components of the Waiver Preprint. The team leverages the
models used in the development of the cost-effectiveness calculations to support responses
in these sections.

In alternate years when the 1915(b) renewal is not due, our team can support DHHS in the
ongoing maintenance and monitoring requirements. This may include quarterly and annual
tracking of program expenses in comparison to original cost effectiveness projections.

The following figure summarizes our proposed waiver support process and considerations:
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the waiver cost projections and savings to allow DHHS to understand the financial impact
and cost-effectiveness of selected program changes or amendments. Our modeling uses the
most recent two years of experience, when reasonable, to represent the retrospective years
in the waiver application. Demonstrating cost-effectiveness is reliant on the ability to
populate our waiver projection models with the appropriate data. We leverage the
encounter data and MCO cost report data, and supplement as needed with normative data
to develop an actuarially credible base data set. We work collaboratively with DHHS to
determine the appropriate populations and claims experience to use in the submission.

We are experienced in the waiver process, including
providing appropriate documentation outlining the
waiver methodology and assumptions, as well the
negotiation process with CMS. We understand the
waiver submission is an iterative process and may
require various forms of technical support and
documentation to incorporate changes., Our team will
provide clear documentation and technical support to
allow DHHS to satisfactorily address CMS questions
and concerns, and to negotiate with CMS on important
waiver aspects including savings assumptions and
trend selection.

Our waiver support includes:

« Use of budget neutrality and cost-effectiveness templates that present organized, clear
and concise state information to facilitate DHHS and CMS review

e Documentation for DHHS use in communications with CMS

» Developing internal prioritization of requested waiver elements with DHHS to facilitate an
effective negotiation strategy with CMS

» Identification and analysis of next steps and negotiation strategy based on new
information presented by CMS

As indicated above, throughout the process Deloitte provides documentation of the
alternatives considered, as well as analysis in support of these alternatives. A consultative
approach is used to identify the items that DHHS requires, and we share our experiences in
other states in order to inform the State’s decision. Deloitte also provides supporting
documentation in accordance with the Actuarial Standards of Practice and in compliance
with CMS requirements.

Documentation of cost and access will be modified as necessary to answer questions from
CMS. Through prior experience we have found that careful documentation of both the
process and the decisions made within the waiver process is important when working with
CMS. Thus, we use a documentation log to facilitate communications with CMS.
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Given that the legacy physical health, behavioral health, and pharmacy service components
were integrated for the first time in January of 2017, we should consider the data quality
and credibility of the experience encounter data once the renewal is due in June of 2019. In
addition, consideration should be given for the credibility of the dental experience that
phased in as of Octaber of 2017. As the data is reviewed for reasenableness, discussions
will be held with DHHS to determine if additional historic information should be blended into
the experience period.

It will be important to isolate the physical health, behavioral health, and pharmacy
components separately by the applicable MEGs for comparison to prior years to identify
changes in cost trends due to the integration. It may also prove useful to analyze the
program experience separately for the three MCOs to provide insights to the state with
respect to relative performance in the MCOs, as well as analyzing changes in population
health and longer-term expectations in population health outcomes as it relates to the
benefits of the integrated waiver and ultimately the cost savings realized with the waiver.

We will wark closely with Department staff in the beginning stages of the engagement to
develop detailed work plans. The proposed work plans will include a timeline, resources,
critical path, dependencies, and a schedule of key events and dates. Project deliverables,
milestone dates, and key dates will be contingent on the Department's approval.

A high-level project timeline is included in Appendix 3, based on a June 2019 effective date
for the next 1915(b) waiver renewal submission.

The following figure lists examples of the deliverables we anticipate we may provide for the
1915(b) waiver renewals and amendments. We understand these dates may change as
program changes are implemented. We will wark clesely with DHHS in the beginning stages
of the engagement to develop the detailed work plan and deliverable due dates.

Data Request Prepare a data request that outlines the necessary data August 2015
Data, Questions, and Key  Document data received as well as pertinent questions and Novernber 2019
Decisions Log responses between Deloitte and MLTC
Cost Effectiveness Model Preparation of the Waiver Appendix D Preprint form or an November 2019
and Exhibits alternative set of cost-effectiveness demonstration exhibits

as necessary.
Cost Model Prepare associated documentation detailing the development  December 2019
Documentation ~of the model from data collection, adjustments, and model

population

- Narrative Support for Prepare narratives related to the cost-effectiveness analyses December 2019

Submission as part of the submission to CMS

Figure 3-35. Potentlal 1915{b) Walver Renewal Deliverables.
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The amounts that would have been paid under the State Plan if not enrolled in PACE, also
referred to as the "Amount that Would Otherwise have been Paid” or “AWOP”, was
previously referred to as the “"Upper Payment Limit” or "UPL”. Consistent with the language
in the RFP, the abbreviation UPL will be used in the remainder of this section. Any capitation
rates paid to PACE organizations are required to be less than the UPL.

The Deloitte team is well-qualified to assist DHHS in the development and documentation of
the PACE UPL amounts and resulting PACE capitation rates.

As capitation rates paid to PACE organizations are
required to be less than the UPL, the development of
the UPL is an essential consideration of the capitation
rate development. The Deloitte team has developed a
detailed process based on many years of experience
working with PACE programs. Additionally, members
on our team have had experience working for CMS to
review over 25 different state PACE rate package
submissions and providing technical assistance and
guidance both to states and CMS on PACE rate setting
issues. Our proposed UPL rate-setting process is
outlined below.

Accurate,
cornplete, and timely historical data is foundational to setting accurate capitation rates. This
data can take many forms and generally depends on whether the PACE-eligible population is
receiving services through the state’s FFS program, Medicaid managed care program or
some combination. The intent of the UPL is to estimate expense levels for PACE-eligible
populations that would otherwise have been paid in the absence of the PACE program.
Because PACE is an optional program, this is best achieved by reviewing recent experience
for PACE-eligible individuails who did not choose to enroll in PACE. Guidance from CMS
requires the reference data supporting the UPL to be “recent and free from material
omission”, As such, the UPL calculations rely on assumptions for expense the State would
incur for these PACE-eligible individuals during the same time period for which the PACE
capitation rates will be paid.

As of January 1, 2017, nearly all Nebraska Medicaid members are enrolled in the Heritage
Health managed care program. Heritage Health provides enrollees a single plan that

provii all of their physical health, behavii | health, and pharmacy benefits and services
in an integrated health care program. Certain services applicable to the PACE-eligible
population, particularly long-term supports and services ("LTSS") including home and
community-based waiver services, State Plan personal assistance services, and long-term
residential services provided through facilities like nursing homes, are not included in the
managed care benefit package and are administered on a Fee-for-Service (*FF$”) basis.
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The PACE program offers a comprehensive benefit package, including both LTSS and
additional acute care services. Therefore, the UPL is expected to be primarily informed by
the FFS data of eligible members but also supplemented by managed care encounter and
financial data submitted by the plans participating in the Heritage Health program. Deloitte
has experience developing PACE UPL rates based on a combination of FFS and managed
care data for states that have transitioned PACE-eligible populations to managed care. We
believe that multiple years of data from various sources should be considered to confirm
that base data is comprehensive and reasonable, to analyze recent trends for projection
purposes, and so that the effects of programmatic changes are captured. Multiple years of
historical data is particularly important for capitation rate cells that have small membership
where the historical data may be less credible.

The experience utilized for rate development will be organized by the categories of service
(COS) consistent with the PACE benefit package and the reporting structure of reference
information included in the development of the UPL, The data will also be customized based
on circumstances specific to Nebraska’s PACE program, such as distinctions for members in
long-term nursing home stays and those receiving care in the community. Our team of
actuaries and health plan financial reviewers has the experience and knowledge needed to
review the quality and completeness of the data. The data will be reviewed and assessed
per Actuarial Standard of Practice 23 (Data Quality) in order to deem the data sufficient to
support rate-setting.

Adjustments to the base data are typically
needed to normalize the data for known issues such as program changes that affect paid
benefits differently between the base peried and projection period, unusual past experience
due to fluctuations in services or changes in delivery systems, or the impact of changes in
eligibility or demographics. Such program changes can be widespread affecting nearly all
eligibility categories due to changes in provider reimbursement levels or the inclusion or
exclusion of certain medical services, or they can be narrowly focused and affect only a
single category of service or geographic area. For example, adjustments in costs may be
needed to account for future changes in Medicare cost share for certain services in order to
adjust costs to better match the Medicaid payment responsibility for Dual-eligible members.
To determine estimates of future costs for the projection period in scope for rate-setting, we
would adjust the base data to reflect those program changes put in place during the
historical experience period and those occurring after the start of the base period. The
Deloitte team’s broad experience with many different PACE programs, as well as other
Medicaid managed care programs similar to PACE brings the requisite program knowledge
to carefully assess the cost and/or utilization impact of such programmatic changes.

Health care inflation, or trend, stems from the annual changes in both the cost and
the number of services provided in the Medicaid program. Our actuaries have the
experiences needed to understand the nature and source of trend on both utilization and
unit cost in order to estimate the effect on the program during the projection year. Qur
actuaries will use their judgment based on a complete and thorough understanding of the
applicable program, combined with knowledge of the health care delivery system, and
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experience with similar programs in other states to arrive at a credible estimate of trend.
Deloitte will primarily leverage multiple years of FFS and managed care data, analyzing cost
per member, unit costs, and service utilization. Depending on credibility, the data will be
organized by major category of service and region for trend development. Data will be
normalized for any applicable program changes or population shifts during the experience
period. For credibility and reasonability, Deloitte will also consider publicly available
information on trends and other industry factors. The trend development is typically
separate from incorporating the impact of prospective program changes and is typically
developed by broad category of service and region.

The UPL rate should incorporate expenses that would otherwise be
incurred by PACE-eligible members. Deloitte has experience in developing non-benefit
expense provisions for other state Medicaid programs for both services that are provided
FFS and services that are provided through managed care.

As LTSS services for eligible members are administered FFS, this will entail developing a
reasonable assumption for the administrative and care management expense incurred by
the State for the administration of benefits for these individuals.

For acute care services received through the Heritage Health managed care program, a
provision for administrative loading, care management, quality incentives, risk margin, and
other taxes and surcharges will be considered in the UPL development. We will coordinate
the general methodology of non-benefit expense development for these individuals with the
development of non-benefit expenses for the Heritage Health capitation rate development
as described in Section 3.V.D - SOW 1. Deloitte will additionally adjust the non-benefit
expense amounts included in the Heritage Health capitation rates for the UPL development
to reflect the acuity of the PACE-eligible population, if necessary.

Following the methodology described above, the Deloitte team will
finalize and recommend UPL rates by cohort (Duz ligible and Non-Dual eligible) and
geographic rating area. We will review aspects of our rate development with DHHS. The
sources of the base data used, data adjustments that are applied and why, the impact of
programmatic changes, trend calculations, and other adjustments will be thoroughly
discussed and documented in written reports to provide understanding and consensus in
approach.

Per CMS requirements, the capitation payment
rates paid to each PACE organization need to be less than the UPL rates. Per the Nebraska
Medicaid State Plan Amendment®, the State has flexibility in setting in the capitation
payment rates as long as the negotiated rates are less than the Ul -ates. Capitation rate
development can range from simply taking a dollar amount or percentage deduction from
the UPL rates to taking a more complex cost-based approach and separately developing
capitation rates using PACE organization financial reporting or encounter data. Capitation

5 https . //www.medicaid.gov/State-resource-center/Medicaid-State-Plan-Amendments/Downloads/NE/NE-14-
017.pdf
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payment rates can also take into consideration additional factors such as efficiencies
achieved through managed care. The Deloitte team has experience in a variety of payment
rate calculation techniques used in other states and will work with the State to determine
the most appropriate capitation payment rate development approach. Given the smaller size
of the PACE program in Nebraska, data quality of information reported by the PACE
organization(s) should be a consideration in determination of an appropriate rate
development approach. Should a cost-based approach be explored, Deloitte will leverage a
similar development approach to that described above in this section and in response to
Section 3.V.D - SOW 1, accounting for factors such as differences in data sources,

The Delgitte team will provide both a high-level review of the
capitation rate development process and develop a detailed document outlining the
capitation rate-setting process including assumptions, adjustments and calculations. In
addition, the Deloitte team will provide relevant documentation and actuarial certifications
of the UPL amounts as requested by DHHS.

Our rate documentation typically includes:

« An overview of the rate calculation process used

+ A description of the methodology used to develop and analyze the base data

+ A description and explanation of the adjustments made to the data

» A description of the trend calculation methadology and data

» A description of the other actuarial assumptions made and supperting reasoning
+ A table of year-over-year changes to the rates or rate ranges

Other ad-hoc¢ documentation or descriptive data reports are available upon request for
DHHS's understanding of the critical elements of the rate devetopment process.

Based on our extensive experience in rate-setting for PACE and similar programs in other
states, we understand there are unique challenges and factors that should be considered in
the development of the UPL rates and corresponding capitation payment rates.

Rate-setting is highly dependent on accurate, complete, and timely data. For
the UPL development, the quality of data submitted by health plans in the Heritage Health
program, and the FFS data reflecting LTSS costs, will be an important consideration given
challenges the plans may encounter in consistently reporting in the initial years of the
program’s existence. For the capitation payment rates, data credibility of the historical PACE
experience data will be a key consideration given the amount of membership currently
enrolled in PACE in Nebraska.

One of the unique challenges for the PACE UPL determination
is identification of the comparable population of individuals eligible but not enrolled in PACE.
In the situations where State eligibility systems do not identify the subset of FFS members



The State of Nebraska Department of Adminlstrative Services {(DAS)
Medicaid Managed Care Actuarial And Consulting Services
Solicitation Number: RFP 5868 Z1

otherwise eligible for PACE, Deloitte will work with the State to develop a methodology to
isolate this population and its resulting expense from the underlying managed care
experience and FFS claims data based on age, Medicare eligibility status, and the persistent
use of long-term services and supports. Deloitte has experience in developing algorithms to
isolate this population from broad data sets in other states.

CMS requires that the base data used to
develop the UPL be no more than three years old. With nearly all Nebraska Medicaid
members receiving physical and behavioral health, and pharmacy benefits and services
through managed care as of January 1, 2017, the UPL is expected to be informed not only
by FFS data but also increasing levels of encounter and financial data. This will become
pertinent as the State considers moving long-term services and supports currently paid
through FFS into @a managed care program. There are challenges with appropriately
incorporating the managed care data to the traditionally FFS-based development of the UPL,
but Deloitte has experience developing PACE UPL rates based on a combination of FFS and
managed care data for states that have transitioned more populations to managed care.

While there is currently only one PACE plan active in Nebraska, should
there be an expansion of PACE plans within the state, the State may want to consider how
risk adjustment can be included in rate development to reflect the regional and plan specific
risk affecting each plan. Our actuaries have experience with a variety of risk adjustment
mechanisms, including for programs that provide LTSS benefits such as PACE. Deloitte will
review the current methodology in place for other programs with DHHS and discuss our
experience with other managed care risk adjustment methodologies to determine the best
path forward to recognizing the cost and geographic differences by plan.

We understand the importance of cost containment strategies
and can work with the State to develop a value-based payment {VBP) strategy for the PACE
program. VBP frameworks for the PACE program will take inte consideration that the impact
of cost of care containment strategies such as VBP are typically focused on reductions in
acute care costs. Therefore, incentive alignment is required in order to achieve the
successful implementation of VBP protocols that seek to reward providers for improving
outcomes. Qur team brings deep VBP experience with both health plans, providers and
Public Sector agencies in establishing fair and transparent shared savings targets,
establishing bundled payment mechanisms in high impact areas, and other total cost of care
models across the risk spectrum.

Currently, there is one approved PACE plan in Nebraska with a
service area limited to Douglas and Sarpy counties and portions of Cass, Dodge, Saunders,
and Washington counties. Should there be a service area expansion by the current PACE
plan or introduction of additional PACE plans into other counties within the state, the State
will need to consider how to manage the service area expansion in developing capitation
payment rates. Deloitte will work with the State to develop expansion rates for new service
counties based on the rate deveiopment for current counties and incorporate additional
factors needed. For example, geographic relativity factors may be warranted to account for
expected cost differences in the expanded service area relative to the current service area.
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There may be underlying acuity differences between PACE enrollees
and the population included in the base data used the UPL development. The State and
Deloitte may need to consider acuity adjustments to account for characteristics of the
population enrolled in the PACE program or to reflect risk selection of individuals who elect
to enroll in PACE. While not commonly developed for PACE programs but if deemed
appropriate, acuity adjustments can be developed based on a variety of methods including
LTSS risk adjustment models, relativities in observed historical data, or other methods.

We wili work closely with DHHS staff in the beginning stages of the engagement to develop
a detailed work plan and deliverable due dates. The proposed work plan will include a
timeline, resources, dependencies, and a schedule of key events and dates. Project
deliverables, milestone dates, and other key dates will be contingent on DHHS’s approval.

The Deloitte team has experience in the PACE rate-setting process with many clients and
are proficient at applying the skills needed to successfully produce UPL rates and the
corresponding payment rates. We also bring a deep understanding of the long-term care
and health care environments. We understand state and federal policies and have resources
at our disposal to deepen our understanding of the unique circumstance of the DHHS.

A high-level project timeline is included in Appendix 3.

The following figure lists examples of the deliverables we anticipate we may provide for this
program. Example due dates for each deliverable are included in the work plan in Appendix
3. We will work closely with DHHS in the beginning stages of the engagement to develop
the detailed work plan and deliverable due dates.

UPL Rates and Using our proposed development approach, we will calculate UPL rates that comply with
Methodology the CMS requirements. A methodology letter documenting the development of the rates
Letter for submission to CMS for approval will also be provided.

Capitation Using a development approach agreed on by the DHHS and Deloitte, we will assist DHHS
Payment Rates in the calculation of capitation payment rates that comply with Federal and State

and Methodology requirements. A methodology letter documenting the development of the rates will also
Report be provided.

Figure 3-37. Potentlal PACE Rate Setting Deliverables.
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The Deloitte team has assisted over 20 states in the
development of some of the most transformative
1915 and 1115 waivers in the country. We
understand the waiver processes required to provide
valuable assistance to DHHS during waiver
development, renewals, and submission. We help
strategically and tactically navigate the waiver
submission process with CMS. The Deloitte team
brings experience working with states to develop and
implement federal waivers and renewals, including
1115 waivers.

We understand DHHS is considering an 1115 waiver
demonstration to implement opioid use disorder and
substance use disorder services Deloitte recognizes
the crucial role these service areas play in future
years and draws from highly skilled and experienced
specialists in clinical practice, policy and analytics to
support this task.

Our team brings an understanding of the opioid epidemic including its systemic impact
including the pressures upon the health and behavioral health care system, communities as
well as individuals and families. The impact across all walks of life challenges states to
consider how programs may coordinate efforts and provide cost-effective solutions. Such
solutions may be effected by an increased need for accessible treatment across age groups,
the effectiveness of the Internet System for Tracking Over-Prescribing (I-STOP) Prescription
Monitoring Program, and communicating and supporting the March 2016 CDC guidelines for
prescribing opioids for chronic pain.

Currently, we are working with organizations across the country to provide the clinical
experience to recognize efficiencies and improve program management and delivery. Our
clinical professionals have years of experience providing behavioral health services across
populations (including children, adults, elderly) and across a wide breadth of diagnoses,
(including autism, serious and persistent mental iliness, and substance abuse), The Deloitte
team brings experience providing and advising on clinical practice guidelines and clinical
operations, leading and promising practices, and care coordination. Deloitte also brings
national perspectives based on experiences working with states across the country on
Medicaid health programs.
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waivers. With our team’s waiver experience, we also have a significant level of insight into
what issues CMS might have with a given waiver proposal and what information may be
required to assuage those issues. Furthermore, our team’s experience with other states
allows us to more easily identify other innovative, cost-effective waiver programs that have
been implemented in other states.

In addition to our familiarity with the technical process of developing an 1115 waiver, the
Deloitte team couples deep behavioral health and rate setting experience with our
knowledge of the Nebraska healthcare landscape to assist the State of Nebraska in
continuing to drive their innovative behavioral health and substance abuse programs
forward. Qur team delivers through our services, tools, and experience as we work with the
State of Nebraska to research and develop a successful program addressing Substance
Abuse Disorder and Opioid Abuse Disorder.

The breadth of experiences of our team allows us to
work collaboratively to identify and quantify the
impact of innovative program changes and new
services. We leverage our Waiver Cost-
effectiveness projection model to efficiently develop
projected costs and caseload estimates for the
waiver submission. This model develops the
required waiver cost projections needed to show
that the waiver costs are reasonable and
consistent. For new waivers, we project the cost-
effectiveness of the waiver by comparing the
projected “with waiver” costs to the “without waiver
costs”. This analysis may use the research
conducted as described above to determine what
other states have experienced and assess how that
experience might translate to Nebraska.

The model incorporates the base period experience
for the program (typically five retrospective years),
actuarial sound adjustments for policy, program,
benefit and network changes, administrative costs, population changes, and medical cost
trends. Our dynamic maodels allow us to efficiently quantify and summarize the waiver cost
projections and savings to allow DHHS to understand the financial impact and cost-
effectiveness of selected program changes. Our modeling considerations include:

« Evaluation of aggregate (global budget) versus PMPM budget neutrality limits (i.e.,
whether state bears risk for caseload changes)

« Development of baseline costs that include expenditures that could have been provided
absent a waiver (to maximize without waiver budget limit)
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+ Applied trend assumptions (including the ability to use historical trend assumptions vs.
other trend sources)

+ Resuits of monitoring efforts from historical waivers to understand actual waiver costs vs.
original projections

In addition to the budget neutrality calculations, the Deloitte team will support DHHS in
developing the supporting budget neutrality documentation to be submitted to CMS and aid
in technical assistance calls. We anticipate that this documentation will include support for
the underlying data utilized, key assumptions used in the development of the without and
with waiver projections, and other data considerations.

We understand that at the core of any 1115 waiver is the ability to demonstrate budget
neutrality according to CMS standards. Our team is familiar with the CMS guidelines and the
waiver submission process. Our team of actuaries and specialists’ collaboration with DHHS
allows a better understanding of the critical characteristics of the program and innovative
program changes and provides the ability to integrate this knowledge into our modeling
process.

We incorporate the appropriate actuarial adjustments to the data when deveioping the cost-
effective prospective waiver costs. Most importantly, we properly document our approach,
data, and assumptions consistent with the applicable Actuarial Standards of Practice to
assist in the waiver negotiations with CMS.

We use the reporting capabilities of our models to effectively display and communicate the
potential costs and savings under the program and will work with DHHS to analyze and
select the program designs to incorporate into the waiver submission. Having worked
extensively with CMS on previous engagements, we are familiar with CMS protocols and
standards and will provide the required technical support to DHHS during the waiver
submission process to ensure the waiver application includes the necessary components and
meets the standards set forth in 42 CFR 431.412.






The State of Nebraska Department of Administrative Services (DAS}
Medicaid Managed Care Actuarial And Consulting Services
Sollcitation Number: RFP 5868 21

The following figure lists examples of the deliverables we anticipate we could provide for the
1115 waiver development task. We will work closely with DHHS in the beginning stages of
the engagement to determine the final scope of services, develop the detailed work plan,
and deliverable due dates.

- Data Request Prepare a data request that outlines the necessary data

Data, Questions, and Key  Document data received as well as pertinent questions and responses between
Decisions Log Deloitte and DHHS

- Budget Neutrality Model Preparation of the Budget Neutrality calculation exhibits, or an alternative set of
and Exhibits cost-effectiveness demonstration exhibits as necessary.

- Cost Model Prepare associated documentation detailing the development of the model from data

. Documentation collection, adjustments, and model population

: Narrative Support for Prepare narratives related to the cost-effectivenass analyses as part of the
Submission submission to CMS

Figure 3-39, Potential 1115 Waiver Development Deliverables.
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Consistent with our approach for SOW 1, the Deloitte team develops actuarially sound rates
and rate ranges following the applicable actuarial standards of practice, CMS’ rate setting
managed care rate development guide, and the requirements of CFR 438. We calculate
rates for all managed care cohorts and any applicable geographic regions. We will
thoroughly review with the DHHS rate calculations and rate methodologies to provide a
complete understanding of the base data used, the adjustments made, and assumptions
applied. Premium efficiency and/or dental management adjustments are discussed in detail
with the DHHS prior to application.

We discuss risk mitigation approaches and reinsurance arrangements with the DHHS as part
of our processes to employ risk management assistance. We thoroughly document the base
encounter and financial data, assumptions and adjustments in a detailed financial summary
that breaks down cost and utilization information by geographic region.

We certify that the resulting rates are actuarially sound under CFR 438, the Federal
regulation covering capitation rates, and provide analytic support during negotiations with
CMS, as needed. Our team’s experience supporting other state programs, including CMS,
provides the DHHS and its stakeholders with the confidence in our processes, models,
methodologies, and, ultimately, the rates.

A detailed description of our rate setting process is found in Section 3.V.I.a below.

The following table summarizes our high-level understanding of the subtasks. Please refer
to our responses to each specific subtask in t|  sul tions | ow for additional
information on our proposed approach, technical considerations, and experience in
supperting each subtask.

3.V.l.a Utilize capitation rate methedology to develop capitation rates for the dental program
3.V.Lb Develop rates based on the defining characteristics of each managed care cohort
3.V.Ii.c Assist in the risk adjustment methodology (where applicable)

3.v.I.d Calculate actuarially sound capitation rate range bounds

Figure 3-40. Task 3.V.I Subtasks.

While our team is responsible for updating the actuarial capitation rates and rate ranges for
each period, similar to SOW 1, there are key items we collaborate with DHHS to collect in
the rate setting process including:

The State of Nebraska’s Dental Managed Care program is a newly implemented program in
late 2017. Therefore, since credible emerging managed care experience may not be yet
available for the entire benefit package covered by the state, we may leverage additional
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data sources such as historical FFS data to utilize a credible data source in the rate setting
process. As the newer services have emerging managed care experience that can be
deemed credible, we can rebase the rates to utilize these new sources.

To develop the capitation rates and rate ranges, we work with DHHS to collect detailed
background information used in the consideration of the rate setting approach for the
program. Examples of this include model contracts, historical certifications and actuarial
memorandums, risk sharing arrangements, MLR requirements, Stop-Loss documentation,
historical payment rates, historical correspondence with CMS and rate presentations.
Deloitte works with DHHS to collect the detailed documents for the state to provide an easy
transition in developing the capitation rates in the upcoming rating year.

Please refer to our responses to each specific subtask in the sub-sections below for
additional information on our proposed approach, technical considerations, and experience
in supporting each subtask.

Consistent with our rate setting steps for SOW 1, we will work closely with Department staff
in the beginning stages of the engagement to develop detailed work plans. The proposed
work plans will include a timeline, resources, critical path, dependencies, and a schedule of
key events and dates. Project deliverables, milestone dates, and key dates will be
contingent on the Department’s approval.

A high-level project timeline is included in Appendix 1. We will work closely with the DHHS
in the beginning stages of the engagement to develop detailed work plans for the dental
managed care program.

The following figure lists examples of the deliverables we anticipate we may provide for this
program. We will work closely with DHHS in the beginning stages of the engagement to
develop the detailed work plan and deliverable due dates,

Actuarlally Sound Using our Capitation Model, we calculate actuarially sound capitation rates that
Capitation Rate(s) and comply with CFR 438.6(c), the AAA standards of practice, and the CMS rate
Rate Ranges "~ development guide.

Actuarial memorandum, Actuarial memorandum with detailed descriptions of how the rates were
Actuarial certification " developed from base data, program changes, trend, administrative ioads, etc. An
and CMS rate guide Index @ actuarial certification certifying the rates as actuarially sound. A detailed index for
. gach item requested as documentation by CMS in the managed care rate
' development guide to expedite CMS’ review of the capitation rate development.

Program Change Rate 5 Leverage encounter data analytics to assess the effect on current program rates
Impact " to understand the impact of program changes

Figure 3-41, Potential Deliverables for Dental Capitation Rate Setting.
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Developing actuarially sound capitation rates and rate ranges that meet the certification
requirements of CFR 438, CMS’ rate setting managed care rate development guide, the
American Academy of Actuaries’ (AAA) standards of practice and the DHHS's responsibilities
requires a rigorous and tested process. The Deloitte team has developed a detailed process
based on many years of experience working with state managed care programs which we
will customize based on the DHHS’s program requirements. Our proposed rate setting
process is outlined in the following figure.
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Consistent with SOW 1, to develop actuarially sound rates, the Deloitte team will collect
data across various rating periods and geographies for the Dental program. These data
sources will include FFS data, encounter data, DBM financial data, policy and proegrammatic
changes, managed care trends, managed care assumptions, market trends, other state
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information and other applicable sources. DBM administrative costs will also be collected.
Once this information is compiled, we will work with the DHHS to determine the best way to
develop the rate ranges and calculate actuarially sound rates or rate ranges. Discussed
below are some of the key steps in rate setting that we will review with the DHHS during
the rate setting process.

Review Methodology, Assumptions, and Calculations

We will follow a similar data collection and
validation process as outlined in SOW 1. However, an important difference for the Dental
program is the maturity of the program and credibility of the base data. As the program
matures and the Dental Benefit Manager gains experience, fee-for-service data can largely
be replaced by encounter data,

To validate that the encounter data submitted is complete, we propose that supplemental
data in the form of DBM financial data be gathered. By performing a detailed financial
review of this data and comparing it to the reported encounter data, we can identify
potential issues with the encounter data and bring those to the attention of the DBM for
process improvement and revision,

Adjustments to the base data generally take four forms: normalizing
the data for known issues (such as prior program changes, unusual past experience due to
fluctuations in services or changes in delivery systems, the impact of unexpected changes in
eligibility or demographics); trending the data for anticipated changes in cost and
utilization; other assumptions covering planned or proposed changes in medical
management, efficiency, eligibility or demographics, and DBM administration; and risk
adjusting the data to reflect geographic and DBM specific variations in costs. We address
the key adjustment issues in more detail below:

The data underlying actuarially sound rates must take into
account those programmatic changes brought on by implemented changes in the policy or
opr tion ol e Dental program. These program changes can be widespread :  cting
nearly all eligibility categories due to changes in provider reimbursement levels or the
inclusion or exclusion of certain dental services, or they can be narrowly focused and affect
only a single geographic area. To underpin the actuarially sound rate calculations, we adjust
the base data to reflect those program changes put in place during the historical experience
period.

Health care inflation, or trend, stems from the annual changes in both the cost and
the number of services provided. While trend is often represented by a complex logarithmic
projection of past experience, this approach only serves to explain historical experience. Our
actuaries use their judgment based on a complete and thorough understanding of the
applicable program, combined with knowledge of the health care delivery system, to arrive
at a credible projection of trend. Trend estimates can be reviewed at the procedural level for
dental services. Additional considerations may include the impact of new dental treatments
and procedures.
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Other adjustments to the base data include assumptions for
upcoming program changes due to expected improvements in service substitutions or
administrative cost allowances. With the exception of planned changes in a plan’s allowed
administrative costs, these types of adjustments are usually projections based on the
actuaries’ knowledge and understanding of the program and health care delivery system.

We do not anticipate a risk adjustment methodology to be applied given
there is only one statewide Dental Benefit Manager. In the future, if DHHS elects to expand
coverage to more than one DBM, we can discuss options to incorporate risk adjustment into
the rate development process.

Our actuaries comply with federal
regulations (CFR 438) which require an actuary developing rates for a managed care
program to do so following actuarially sound principles. CMS had outlined what it considers
to be the approved process in its Capitation Rate Development Guide. The American
Academy of Actuaries (AAA) developed a practice note addressing the issue of actuarial
soundness, The purpose of the practice note was to provide nonbinding guidance to an
actuary when certifying rates or rate ranges for capitation of managed care programs.
Effective July 1, 2018, actuaries may still develop actuarial rate ranges, but will need to
certify to specific point estimates within that range.

Following the rate development
methodology we describe n detall above, we Tinauze and recommend rate ranges by
managed care cohort and geographic rating area. We take into account the unique
characteristics of each region and may develop separate adjustments for programmatic
changes, trend, dental management practices, or other assumptions. DHHS can then
determine final payment rates by cohort based on the recommended ranges.

We will review aspects of our rate
development with the DHHS. The sources of the base data used, what data adjustments
should be applied and why, the impact of programmatic changes, how trend was calculated
and applied, DBM administration allowances, and the level of efficiency adjustments applied
are discussed to provide understanding and consensus in approach.

We certify the rates we develop as meeting the federal
requirements for actuarial soundness as specified under CFR 438. Our rate certification is
documented in a certification letter that can be sent to CMS as well as a CMS response
guide to the CMS managed care rate setting guide. This letter provides details on the data,
adjustments, assumptions, and methodology used to arrive at the actuarially sound rate
ranges. Further, we are available for related discussion with CMS on our certification.

An important component in enhancing the participating
DBM’s understanding and acceptance of the calculated capitation rates is the provision of a
financial summary. We publish a summary that outlines the cost and utilization statistics
from the historical data used to form the base data for rate setting. It provides data and
narrative explanation of the adjustments, trend, and assumptions used.






The State of Nebraska Department of Administrative Services (DAS)
Medicaid Managed Care Actuarial And Consulting Services
Solicitation Number: RFP 5868 Z1

range to the assumptions and uses multiple sources such as program-specific experience,
industry research, Deloitte actuarial tools and models to apply ranges for these assumptions
that are actuarially sound. Typical adjustments that have a range include program changes,
trends, efficiency, administrative costs, taxes and risk margin.

Our team will provide documentation on how the ranges were developed. We will specify
which assumptions had low/target/high estimates applied to the base rates to develop the
ranges. Additionally, we will document the low/target/high values of these assumptions and
provide the source material as well as a description of the data utilized.

In the most recent version of the managed care rate development guide from CM5
applicable for Rating Periods beginning from July 1, 2017 to June 30, 2018, CMS requires
that each individual capitation rate be certified as actuarially sound. Deloitte will work with
DHHS to follow this guideline and will certify that each final rate is within the actuarial
sound rate range developed.
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Medicaid Managed Care Enroliment Report shows the number of Medicaid recipients
currently enrolied and the number of Medicaid recipients eligible to enroll in Nebraska's
Medicaid managed care program.

e data is presented for each MCO by county and Medicaid Aid Category. These reports are
generated from primary and secondary roster reports. These reports provide enroliment
counts as of the 1st of the month thereby allowing the report to be posted the same month
of enroliment. We can  view these numbers against other data sources such as DMA.

Due to the recent implementation of Dental managed care, we may need to rely on
historical FFS data. FFS data will be summarized and analyzed for new services without fully
credible encounter data to understand key trends.

Deloitte will collaborate with the State in gathering, analyzing and exploring ways to further
use encounter data in rate setting. Deloitte will conduct validation and completeness checks
on encounter data to confirm that it was properly loaded and is reliable for rate setting
purposes. Completeness check will be evaluated using metrics such as:

+ Proportion of members using services
« Utilization rate per thousand members

+« Encounters per member

Where appropriate, Deloitte will estimate incurred-but-not-reported (IBNR) encounters in
order to complete validated encounter data. Encounter data will then be summarized by
cohort and procedures to provide insight into utilization and cost profile patterns. The data
discovery and data cleansing ef  ts under the DMA initiative will accelerate the encounter
data review efforts for the rate setting project,

Deloitte will consider other data sources with relevant information for actuarially sound rate
development. Examples include, but are not limited to: National Medicaid databases, data
from research and consulting firms, intercompany experience studies, etc.
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Deloitte develops benchmark statistics from these external data sources. These provide
valuable metrics against which programs in Nebraska can be compared to. In addition,
Deloitte has the ability to access national databases to help review Nebraska results against
national averages. Deloitte is best placed to analyze both historical and emerging forces of
Medicaid trend. Following are some examples:

« Demographic Changes. Increase in elderly or disabled persons
+ Geographic Trends. Population movement into higher or lower cost regions

+« New Technologies. These affect care delivery systems leading to reduced cost across
the healthcare system

+ Provider Practice Patterns. Changes in the structure of the DBM’s provider contracts
have an impact on costs

« Legislative Changes. Introduction of new taxes or mandated benefits lead to increased
medical costs

« Benefit or Product Changes and their Impact. Changes made to existing benefits
package may lead to shifts or increases in costs

Deloitte will analyze multiple years of data related to these factors and their impact on
dental costs. Adjustments needed to reflect observed trends will be assessed and
incorporated into capitation rate development process when developing prospective trend
assumptions.
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In any engagement, it is crucial to have quality data; which may involve appropriately
assessing and adjusting existing data sources to eliminate potential biases and data
anomalies. Upon project initiation, Deloitte will verify the accuracy and reliability of the
available data based on reporting provided from the Department and standard checks for
completeness. Additionally, we will perform high level validations of the data based on other
available data sources whenever required.

Deloitte will follow the Actuarial Standards of Practice #23 on Data Quality. We will follow
the guidance on a} selecting the data that underlie the actuarial work product; b) relying on
data supplied by others; c) reviewing data; d) using data; and e) making appropriate
disclosures with regard to data quality. Generally, data that are completely accurate,
appropriate, and comprehensive are frequently not available. Deloitte will use their
professional judgement to assess the data quality and take action to improve issues
identified. If data limitations are identified, we will disclose the limitations and implications
on our analyses,

RFP Reference: Section V.1.2.e, Page 16

Deloitte has internal quality controls in place to confirm the accuracy and quality of the work
delivered and supporting documents to be delivered to the Department. Use of tools allows
Deloitte to provide the Department with reports and documents that were produced using
tested and validated processes and analyses on a timely basis. This will help Deloitte
confirm that all such reports are accurate, correct, and complete to give the Department the
analysis it needs for program management. Deloitte will work closely with DHHS staff and
any other Department vendors to confirm that the most efficient and accurate capitation
rate development methodologies are being utilized,

Additionally, as a majority of our proposed team are credentialed actuaries and Members of
the American Academy of Actuaries, we meet the Qualification Standards of the American
Academy of Actuaries. Our actuarial methods, considerations, and analyses conform to the
appropriate Standards of Practice as promulgated by the Actuarial Standards Board.

Any report or memorandum created by Deloitte for public distribution will be submitted to
the Department for review and approval prior to release. The reports will be developed in a
manner consistent with the requirements of this contract.
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« Describe the base data selected as part of the rebasing process
+ Discuss how assumptions are modified based on the rebasing
« Explain the new modeling files in addition to the existing modeling tools DHHS has and

the ways we used them to complete the rate development using rebased rates.

Our project manager will also be available to address questions that the Department staff
may have throughout the process.

RFP Reference: Section V.1.f, Page 25

Our actuaries comply with federal regulations (CFR 438.4) updated in 2016 which require an
actuary developing rates for a Medicaid managed care program to do so following actuarially
sound principles. CMS had outlined what it considers to be the approved process in its Rate
Development Guide. The American Academy of Actuaries (AAA) developed a practice note
addressing the issue of actuarial soundness in Medicaid. The purpose of the practice note
was to provide nonbinding guidance to an actuary when certifying rates or rate ranges for
capitation of Medicaid managed care programs. Our team’s actuaries are members of the
AAA and are very familiar with the applicable requirements and actuarial practices. We will
validate the base data as described above, apply the required adjustments, trend, and
assumptions developed in cooperation with the DHHS, to arrive at actuarially sound rates.

Additionally, we recognize there were new elements introduced in the CMS rule approved in
2016. Under the rule, all rate cells must be submitted to CMS, provider-preventable
conditions must be identified and reported, rates must be developed in accordance with new
network adequacy and MLR guidance, and value based payments under capitation are
allowed. We are prepared to partner with DHHS to create and submit the additional required
documentations as the requirements become effective and will certify that the rates were
developed in accordance with new guidance.

Further, we will partner with DHHS to identify new opportunities presented by the allowance
of value based payments. Based on our experiences supporting states in their efforts to
save costs and innovate, we understand the challenges present when implementing and
designing new programs as well as the potential efficiencies and savings opportunities which
they represent.
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comparisons and rankings of the participating MCO plans/facilities in terms of efficiency
and cost-effectiveness

+ Observations on Emerging Trends. Information that may affect the MCO-provided
financial information

We will work with the Department to identify potential improvements and/or implement
enhancements to the managed care plans and programs. Examples of such enhancements
include:

s Payment system refinement
s Waiver development

+ Policy and Regulation Changes

We do not take a siloed approach to program redesign by focusing only on payment reform;
we believe it is critical to look at program design and development, stakeholder meeting
facilitation, financial monitoring, policy analysis, waiver support and development, and
revenue planning as part of the potential reform options being presented to the
Department. Our team understands the intricacies of provider cost-based rates, fee
schedule rates, and outcome based rates to present the Department with alternative
payment methodologies rooted in the insights gained from years of consulting to many
facets of the health care system.

Waivers are designed to bring strategies and solutions that focus on maximizing the
individual’s independence within a safe and supportive environment and providing
opportunities for the individual to engage in productive and meaningful activities that
enhance his or her quality of life and well-being.

Our team’s diverse experience allows us to work collaboratively to identify and quantify the
impact of innovative program changes, Specifically, we leverage our Waiver Cost-
Effectiveness Model to efficiently analyze the financial impact of program changes to waiver
development components such as claims, claims trend, and administrative expenses. Our
team of specialists uses the outcomes from the model to assist the Department with options
analysis and recommendations for program design.

Changes to federal and state Medicaid policies and programs can provide substantial
opportunities to enhance service delivery models that can have a material impact on the
costs of care within the states. Our team closely monitors the legislative environment and
when opportunities like these present themselves, our team quantifies the potential impact
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of changes that our clients may want to consider. We work collaboratively to develop a
solution based on these new opportunities that best addresses the policy requirements and
the Managed Care programs.

We have experience in reaching collaborative strategic decisions through our public sector
and provider work, We recognize the need to gather feedback from a variety of stakeholders
to achieve common understanding of the risks and rewards of options and reach consensus
on the optimal solutions. Our ability to communicate effectively and gather information from
a variety of sources facilitates the Department’s decision-making process.

Our team delivers an extensive toolset that can be leveraged to quantify the cost impact of
program changes, and to identify and present the different payment options to the
Department. Tools such as our Customizable Benefit Tools, which re-adjudicate and re-price
claims to analyze the cost impact of program benefit changes, are used to quantify the cost
impact and identify the different payment options available.

To evaluate the effectiveness of MCO performance, we can conduct an evaluation on
performance metrics such as cost and quality. Similar to the financial analyses described
above, we can review unit cost and utilization metrics at the MCO level and compare across
the program to identify opportunities for improvement. Additionally, an assessment of their
underlying administrative expenditures compared to program averages may yield cost
savings opportunities.

For quality measures, quality metrics submitted by the MCOs can be analyzed to identify
areas of opportunity. Additionally, as noted in our efficiency adjustment approach in rate
development, additional modeling can be conducted on the encounter data to identify
avoidable or preventable admissions and visits.

The findings of our analysis can be summarized into a report for DHHS that will identify the
areas of opportunity, including a summary of our approach, data sources, and assumptions
utilized during the course of the evaluation.

In general, the base data can take many forms and depends on the maturity of the program
and sophistication of the participating health plans. Some plans might have challenges
submitting complete and accurate encounter data. Actuarially sound rates are highly
dependent on accurate, complete, and timely data. To validate the encounter data used to
develop capitation rates is complete, we would use supplemental data identified in
collaboration with the Department. Our team has the experience and knowledge needed to
perform detailed review to determine where a health plan’s encounter data reporting is
deficient or when a plan’s financial data does not support its reported level of service.
Through this determination, we can improve the credibility of the financial reports and
encounter data used in the rate development process.
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To determine if the data received is credible we first check the validity, reasonableness and
completeness of the data received with the following summaries and comparisons.

» Summarize the data in aggregate and compare to financial report provided

*» Analyze data for completeness and for key data elements such as payment or unit fields
» Analyze frequency of key data elements (# of procedures, visits, etc.)

e Check the relationship between diagnosis and procedure codes

« Check for inappropriate age or gender for procedures

» Check for inappropriate ages with date of birth

¢ Summarize distributions by rating group and analyze trends to see if consistent

« Work with the Department to understand differences that appear and either receive
supplemented data or make assumptions when needed

We have assisted several clients in improving vendor reporting requirements and identifying
performance standards that put accountability on the providers. The collection of accurate
and detailed data is critical to calculating reasonable capitation rates, identifying areas for
program improvement, including opportunities to increase efficiency, and potential cost
containment opportunities. Please refer to our response to RFP Section 3.V.D.2.d for more
information on how encounter data quality procedures are incorporated into our rate
development approach.

As the DHHS is interested in considering new risk adjustment models for historical
populations or new populations are considered for risk adjustment, Deloitte can work with
the DHHS to investigate multiple different risk adjustment models for different Medicaid
populations.

The first step in setecting and implementing a risk adjustment model for a given Medicaid
population is a solid understanding of the DHHS's strategic goals, expectations from the risk
adjustment model and program within the rate setting process, as well as restrictions such
as cost considerations, data availability, and continuity across populations, etc. Having a
baseline of information will help the team to understanding the framework in which the
model analysis should be conducted and expectations of how the assessment should be
completed.

After  ting up analysis parame s and goals, the Deloitte team will assess each potential
models’ ability to meet DHHS goals, identify the model’s strengths as well as deficiencies or
limitations within the context of identified parameters, what add on modules are available to
supplement the risk adjustment model for future consideration. After considering the high-
level strengths and weakness or limitations of the full range of risk adjustment models. The
Deloitte team will present findings to the DHHS and offer suggestions on which models
should be on the short list for the detailed testing phase of the model selection analysis.
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Prior to conducting the detailed model analysis, we would recommend an analysis of the
data that will be utilized for risk adjustment purposes to verify that the data is complete and
appropriate for use for risk adjustment. If deficiencies are discovered, adjustments should
be made prior to completing the detailed model analysis to remove unintended bias in
model performance.

As noted above, a short list of well aligned risk adjustment models will be run and analyzed
in detail. This process is more time consuming, so only those models that are strong
contenders for being selected should be analyzed to reduce the potential for confusion when
reviewing detailed metrics. Below are components of the detailed analysis to be completed
on each of the models:

« Run each model with both national benchmark data as well as actual DHHS Medicaid
data. Running on both national and actual Nebraska data will help to understand if there
are models best suited for Nebraska now, but also allow for considerations of general
performance against a broad data set which informs the DHHS of its continued
applicability and reliability if the population being covered changes over time.

s Extract risk scores and demographic information for use within statistical and
performance analyses

+ Conduct statistical analysis of each models’ outputs such as R-Squared & Grouped R-
Squared, Predictive Ratios, Cumming’s Prediction Measure (CPM), or the Loss Ratio
Advantage (LRA).

s The statistical analyses will be conducted on various cuts of the data such as by region,
decile, or population/cohort

While it is ultimately the DHHS’s decision on which model to select, it is our goal to be the
DHHS'’s trusted business advisor and partner supporting the DHHS through each step of the
process. Therefore, after completing the various detailed analyses; the results will be
consolidated, reviewed, and a summary developed for distribution and review with the
DHHS. The summary will cover model performance within each analysis, review findings and
suggestions on model viability against DHHS goals, and other considerations. Our team will
collaborate with the DHHS to select a model that best meets the program goals and
requirements.
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Upen selecting a model that will be the backbone for the risk adjustment program,
additional analysis will be required to prepare for implementation into the rate setting
process. A few of the additional analysis that the Deloitte team would conduct for the DHHS
include:

» Test runs to support an analysis of using concurrent vs. prospective weights
* Analyze whether standard weights or custom Nebraska weights should be utilized
« Test the impact of risk adjustment phase-in

« Conduct dry runs using all final decisions from previous analyses and actual plan data to
understand what the impact would be on capitation rates and subsequent health plan
revenue compared to the without risk adjustment scenario

We suggest holding stakeholder meetings at different phases within the risk adjustment
program and model selection process to allow plans to provide tnput around data availability
and timing, and other considerations. Being able to provide stakeholders information on the
process that will be utilized to select the model, test the outcome and then present
preliminary results will help to foster a collaborative atmosphere with the plans that will be
directly impacted by this new process. If the plans do not have experience dealing with risk
adjustment, additional technical assistance beyond stakeholder sessions may be required.

The technical considerations of the optional ad hoc special projects will vary based on the
requested task. During the initial kick-off phase of each special project task, we will work
with DHHS to identity technical considerations that may impact scope and timing, develop
mitigation plans, and incorporate the strategy and key decisions into the work plan.

The project plan, deliverables, and timing will vary based on the requested special project
task. We will work closely with DHHS at the beginning of each special project to develop a
Scope of Work, including a detailed work plan. The Scope of Work wilt include a timeline,
resources, critical path, dependencies, quality review procedures, a schedule of key events
and dates, and projected hours. Project deliverables and milestone dates will be contingent
on the Department’s approval. During the course of the work within the project plan, we will
update the Department on our progress, review our process and the underlying
methodology, as well as answer any questions the Department may have.

















