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March 20, 2013

Dr. David Palmer

Chief Actuary

Health and Human Services Commission
1100 W. 49th Street

Austin, Texas 78756

Re: STAR+PLUS Rate Amendment #1.10 (Dallas and Tarrant) and Amendment #2.5 (Uniform)

Dear Dr. Palmer:

This letter amends the report titled State of Texas Medicaid Managed Care STAR+PLUS
Program Rate Setting State Fiscal Year 2013 and dated June 15, 2012. The amended FY2013
capitation rates were developed using identical methods and assumptions as the rates described
in that report. The amended rates are assumed to be payable for the period June 1, 2013 through
August 31, 2013. The reasons for these revisions are described below:

1. Risk Adjustment — Prescription Drug

Effective March 1, 2012 prescription drug services were carved into the managed care program.
Prior to that time prescription drugs were paid on a fee-for-service basis. For the period March
1, 2012 through February 28, 2013 the prescription drug portion of the premium was set on a
community basis, i.e. a single premium for each risk group has been paid to all managed care
plans operating within a service area. Effective March 1, 2013 the risk adjustment factors
previously calculated for the medical component of the premium will be applied to the
prescription drug premium in order to reflect acuity differences between managed care plans.
This risk adjustment will be phased in during the period March 1, 2013 through August 31, 2013
and will only apply to those plans with a positive acuity factor in aggregate.

2. Risk Adjustment — Inpatient

Effective March 1, 2012 inpatient services were carved into the STAR+PLUS program. Prior to
that time most inpatient services were paid on a fee-for-service basis. For the period March 1,
2012 through February 28, 2013 the inpatient portion of the premium was set on a community
basis, i.e. a single premium for each risk group has been paid to all managed care plans operating
within a service area. Effective March 1, 2013 the risk adjustment factors previously calculated
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for the non-inpatient medical component of the premium will be applied to the inpatient
premium in order to reflect acuity differences between managed care plans. This risk adjustment
will be phased in during the period March 1, 2013 through August 31, 2013 and will only apply
to those plans with a positive acuity factor in aggregate.

The risk adjustment factors utilized for these adjustments are those presented in Attachment 8 of
the original report noted above.

Due to timing issues HHSC has not been able to implement this change until June 1, 2013. The
capitation rates payable for the three-month period June 1, 2013 through August 31, 2013 have
been adjusted to recognize that the current capitation rates will be payable during the period
March 1, 2013 through May 31, 2013, i.e., the rates have been adjusted in order to produce the
amended capitation amounts for the March 1, 2013 through August 31, 2013 period.

The attached Exhibit A presents the amended FY2013 capitation rates payable for the period
June 1, 2013 through August 31, 2013. The exhibit presents the total capitation rates along with

the four components of the rate — acute care (non-inpatient), inpatient, long term care and
prescription drug.

Sincerely,

G 2K

Evan Dial

Enclosure



Actuarial Certification of Amended FY2013 STAR+PLUS HMO Capitation Rates

I, Evan L. Dial, am a principal with the firm of Rudd and Wisdom, Inc., Consulting Actuaries
(Rudd and Wisdom). | am a Fellow of the Society of Actuaries and a member of the American
Academy of Actuaries. | meet the Academy’s qualification standards for rendering this opinion.

Rudd and Wisdom has been retained by the Texas Health and Human Services Commission
(HHSC) to assist in the development of their state fiscal year 2013 (FY2013) managed care rate-
setting methodology, assumptions and resulting capitation rates and to provide the actuarial
certification required under Centers for Medicare and Medicaid Services (CMS) requirements 42
CFR 438.6(c).

I certify that the amended FY2013 STAR+PLUS HMO premium rates developed by HHSC and
Rudd and Wisdom satisfy the following:

(@ The premium rates have been developed in accordance with generally accepted actuarial
principals and practices;

(b) The premium rates are appropriate for the populations and services covered under the
managed care contract; and

(c) The premium rates are actuarially sound as defined in the regulations.

We have relied on historical experience data and program information provided to us by HHSC.
We have reviewed the data for reasonableness but have not audited the data.

Please note that actual health plan contractor experience will differ from these projections. Rudd
and Wisdom has developed these rates on behalf of the State to demonstrate compliance with the
CMS requirements under 42 CFR 438.6(c). Any health plan contracting with the State should
analyze its own projected premium needs before deciding whether to contract with the State.

Cvam 2

Evan L. Dial, F.S.A.,, M. A.AA.



. Exhibit A
FY2013 STAR+PLUS Capitation Rates - Amended

Adjusted Per Member Per Month Rates - Effective June 1, 2013

Medicaid Only Dual Eligible
ocC HCBS ocC HCBS

FY2013 Total Premium Rates pmpm

Amerigroup - Bexar 1,126.37 3,834.35 300.91 1,735.33
Molina - Bexar 1,094.45 3,794.88 300.91 1,735.33
Superior - Bexar 1,202.81 4,006.63 300.91 1,735.33
Molina - Dallas 1,003.22 4,062.25 225.99 1,615.12
Superior - Dallas 1,003.22 4,062.25 225.99 1,615.12
Amerigroup - Harris 1,241.95 4,581.10 269.30 1,498.29
Evercare - Harris 1,394.08 4,175.76 269.30 1,498.29
Molina - Harris 1,217.11 4,475.69 269.30 1,498.29
Evercare - Nueces 1,280.50 3,738.80 427.59 1,651.42
Superior - Nueces 1,386.17 4,058.96 427.59 1,651.42
Amerigroup - Tarrant 1,120.12 3,919.54 144.60 1,511.19
Health Spring - Tarrant 1,120.12 3,919.54 144.60 1,511.19
Amerigroup - Travis 1,285.35 4,573.09 200.51 1,715.53
Evercare - Travis 1,201.88 4,115.34 200.51 1,715.53

FY?2013 Acute Care (Non-Inpatient) Premium Rates pmpm (Community Rates with Risk Adjustment)

Amerigroup - Bexar 399.43 1,153.88 0.00 0.00
Molina - Bexar 367.51 1,114.41 0.00 0.00
Superior - Bexar 436.41 1,266.71 0.00 0.00
Molina - Dallas 384.55 1,185.68 0.00 0.00
Superior - Dallas 384.55 1,185.68 0.00 0.00
Amerigroup - Harris 463.78 1,669.59 0.00 0.00
Evercare - Harris 519.36 1,417.96 0.00 0.00
Molina - Harris 438.94 1,564.18 0.00 0.00
Evercare - Nueces 446.61 1,037.18 0.00 0.00
Superior - Nueces 505.13 1,225.80 0.00 0.00
Amerigroup - Tarrant 439.35 825.92 0.00 0.00
Health Spring - Tarrant 439.35 825.92 0.00 0.00
Amerigroup - Travis 530.59 1,218.91 0.00 0.00
Evercare - Travis 485.69 1,005.82 0.00 0.00

FY2013 Acute Care (Inpatient) Premium Rates pmpm (Community Rates with Risk Adjustment)

Amerigroup - Bexar 143.24 421.39 0.00 0.00
Molina - Bexar 143.24 421.39 0.00 0.00
Superior - Bexar 153.65 442.48 0.00 0.00
Molina - Dallas 168.95 466.61 0.00 0.00
Superior - Dallas 168.95 466.61 0.00 0.00
Amerigroup - Harris 207.91 677.67 0.00 0.00
Evercare - Harris 242.13 606.44 0.00 0.00
Molina - Harris 207.91 677.67 0.00 0.00
Evercare - Nueces 151.07 433.69 0.00 0.00
Superior - Nueces 163.82 482.63 0.00 0.00
Amerigroup - Tarrant 197.84 446.94 0.00 0.00
Health Spring - Tarrant 197.84 446.94 0.00 0.00
Amerigroup - Travis 206.48 540.72 0.00 0.00
Evercare - Travis 193.82 457.83 0.00 0.00



. Exhibit A
FY2013 STAR+PLUS Capitation Rates - Amended

Adjusted Per Member Per Month Rates - Effective June 1, 2013

Medicaid Only Dual Eligible
ocC HCBS ocC HCBS

FY2013 Long Term Care Premium Rates pmpm (Community Rates)

Amerigroup - Bexar 184.15 1,492.69 300.91 1,735.33
Molina - Bexar 184.15 1,492.69 300.91 1,735.33
Superior - Bexar 184.15 1,492.69 300.91 1,735.33
Molina - Dallas 121.53 1,662.44 225.99 1,615.12
Superior - Dallas 121.53 1,662.44 225.99 1,615.12
Amerigroup - Harris 191.56 1,449.15 269.30 1,498.29
Evercare - Harris 191.56 1,449.15 269.30 1,498.29
Molina - Harris 191.56 1,449.15 269.30 1,498.29
Evercare - Nueces 275.37 1,535.96 427.59 1,651.42
Superior - Nueces 275.37 1,535.96 427.59 1,651.42
Amerigroup - Tarrant 79.66 1,814.21 144.60 1,511.19
Health Spring - Tarrant 79.66 1,814.21 144.60 1,511.19
Amerigroup - Travis 125.76 1,758.18 200.51 1,715.53
Evercare - Travis 125.76 1,758.18 200.51 1,715.53

FY?2013 Prescription Drug Premium Rates pmpm (Community Rates with Risk Adjustment)

Amerigroup - Bexar 399.55 766.39 0.00 0.00
Molina - Bexar 399.55 766.39 0.00 0.00
Superior - Bexar 428.60 804.75 0.00 0.00
Molina - Dallas 328.19 747.52 0.00 0.00
Superior - Dallas 328.19 747.52 0.00 0.00
Amerigroup - Harris 378.70 784.69 0.00 0.00
Evercare - Harris 441.03 702.21 0.00 0.00
Molina - Harris 378.70 784.69 0.00 0.00
Evercare - Nueces 407.45 731.97 0.00 0.00
Superior - Nueces 441.85 814.57 0.00 0.00
Amerigroup - Tarrant 403.27 832.47 0.00 0.00
Health Spring - Tarrant 403.27 832.47 0.00 0.00
Amerigroup - Travis 422.52 1,055.28 0.00 0.00
Evercare - Travis 396.61 893.51 0.00 0.00
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