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Introduction and Executive Summary 
This document has been prepared on behalf of Healthy Blue (Plan) for the purpose of responding 
to KanCare Medicaid & CHIP Capitated Managed Care Request for Proposal (RFP) 
EVT0009267. 

This Actuarial Narrative and Rate Methodology letter serves as documentation accompanying 
the Bidder’s Rate Development Template providing the supporting detail regarding data, 
methodologies, and assumptions used in the development of the rates for the KanCare 3.0 
contract. Per direction of the RFP, Healthy Blue’s Cost Proposal has been developed using the 
“KS RFP - Bidder's Library with Rate Dev. Model 2023.10.16.xlsx” (Bid Template) to provide a 
consistent level of information related to the development of the statewide blended rate as well 
as assist the State in the bid scoring process. We understand that the Cost Proposal and 
accompanying memorandum may be reviewed by the State of Kansas (State) to assess the 
reasonability and competitiveness of the Plan’s response.  

The Statewide blended bidder initial capitation rate per member per month (PMPM) is $891.98 
for calendar year (CY) 2025 and reflects the proposed business model of Healthy Blue.  

The Cost Proposal has been developed by an actuary on an actuarially sound basis in 
conformance with 42 CFR § 438.4 and the supporting documentation follows the 2023-2024 
Medicaid Managed Care Rate Development Guide, released by the Centers for Medicare and 
Medicaid Services (CMS) in May 2023. 

This rate narrative was prepared for the State and Optumas, the State’s actuarial consulting firm. 
This rate narrative may not be appropriate for other purposes. If this rate narrative is made 
available to third parties, then it should be viewed in its entirety. Any third party reviewing this 
rate narrative should be familiar with the KanCare 3.0 program as defined in the RFP, the 
provisions of 42 CFR § 438 applicable to this narrative, the 2023-2024 Medicaid Managed care 
Rate Development Guide, Actuarial Standards of Practice and generally accepted actuarial 
principles and practices.  

We understand the final KanCare 3.0 CY25 premium rates will be developed by Optumas, the 
consulting actuaries for the State, and it is assumed that the development of these final rates will 
comply with the Centers for Medicare and Medicaid Services (CMS) guidance. It is also 
assumed that the final rates will be developed according to actuarially sound principles and 
reasonably reflect the projected cost for the CY25 contract period for KanCare 3.0.  
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Scope and Purpose 
As directed by the RFP, this capitation bid has been developed for all populations, services, and 
regions of the State. The cost bid has been developed using the information provided in the 
bidder’s library. As directed, our rate has been developed assuming a normalized base risk 
adjustment factor of 1.0 and assuming that each bidder’s enrolled risk is equal to that of the 
statewide population risk. The cost bid represents a single, statewide blended bidder initial 
capitation rate per member per month (PMPM) reflecting our proposed business model.  

The cost proposal has been developed by an actuary on an actuarially sound basis in 
conformance with 42 CFR § 438.4 and includes a rate methodology letter that follows the most 
recently published 2023-2024 CMS Medicaid Managed Care Rate Development Guide (CMS 
Guide), released May 2023 as directed by the Cost Proposal Submission requirements.  

Bidders have been instructed to assume the same acuity level reflected within the calendar year 
2021 (CY21) base data for purposes of their cost proposal. Optumas will use the same approach 
for the State Initial Capitation Rate Range. The CY25 prospective acuity adjustment 
methodology has not been finalized.  

The state has provided fixed assumptions to be utilized in the bidders’ rate development so that 
the cost proposals can be evaluated on a consistent basis. Additional information will be 
provided in subsequent sections.  

In accordance with RFP Section 6.B, Selection, this is a negotiated procurement pursuant to 
K.S.A. 75-37,102. The cost proposal will be utilized in the competitive bidding process and will 
result in initial accepted rates for those Bidder’s where the State and the Bidder can agree upon a 
rate within the Initial Actuarially Sound Rate Range. The final Actuarially Sound Rate Range 
will be developed using emerging data. The final range may incorporate the substantiation 
provided by the bidders in the proposal submission and individual meetings on their rate 
development methodologies and prospective business models. The negotiated position in the 
initial rate range will be maintained in the final rate range.  

The cost proposal reflects Healthy Blue’s best and final offer, based on our understanding of the 
contractual requirements, fixed rating assumptions, and internal business model.  

 
  



 
COST PROPOSAL 

Cost Proposal Narrative  
 

 

KanCare Medicaid & CHIP Capitated Managed Care 
RFP Number: EVT0009267 

Page 3 of 19 

 

Section I. Medicaid Managed Care Rates Cost Proposal 
General Program Information 
KanCare is the Managed Medicaid program operated by the State of Kansas. The initial rating 
period of the new KanCare 3.0 contract will be effective CY25, January 1, 2025 – December 31, 
2025.  

The KanCare program covers all services, including physical health, behavioral and mental 
health, pharmacy, vision, transportation, dental, nursing facility, and Long-Term Services and 
Supports (LTSS), including nursing facility (NF) care and Home- and Community-Based 
Services (HCBS).  

As defined in the RFP, the eligible population enrolled in Managed Care includes:  
1. Adults and children eligible under the Caretaker Medical program. 
2. Certain pregnant women and children through the month of their first (1st) birthday. 
3. Certain children over the age of one (1) year and through the month of their sixth (6th) 

birthday. 
4. Certain children over the age of six (6) and through the month of their twenty-first (21st) 

birthday. 
5. Children under the age of nineteen (19) years who are not eligible for Medicaid but are 

living in families with incomes less than 241% of the Federal poverty level (CHIP). 
6. Aged and disabled individuals receiving supplemental security income (SSI). 
7. Medically needy aged and disabled individuals (spenddown populations). 
8. Employed persons with disabilities receiving coverage under the Medicaid Buy-In 

(Working Healthy). 
9. Children and youth in foster care. 
10. Children whose families receive adoption support. 
11. Beneficiaries receiving long-term care, including institutional care, HCBS and Money 

Follows the Person. 
12. HCBS Waiver Populations 

a. Children with autism. 
b. Children and adults with IDD. 
c.  ages 16–64 with PD. 
d. Medically fragile children ages 0–22 dependent on intensive medical technology 

(Technology Assisted or TA). 
e. People ages 0–64 with brain injuries (BI). 
f. People ages 65 and older who are functionally eligible for nursing facility (NF) 

(Frail Elderly or FE). 
g. Children with a serious emotional disturbance (SED). 

13. American Indians/Alaska Natives may opt out of enrollment in managed care. 

Beneficiaries who are not eligible for Managed Care include: 
1. Beneficiaries receiving state-funded assistance: MediKan, the KDHE Division of Public 

Health-run programs, and State-Only institutional care. 
2. Ineligible noncitizens receiving time-limited coverage of certain Emergency Medical 

Conditions (SOBRA). 
3. Beneficiaries who have an eligibility period that is only retroactive. 
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4. Persons whose only coverage is under a Medicare Savings Program. 
5. Persons enrolled in the Program for All Inclusive Care for the Elderly (PACE). 

Rate Development Process 
Overview 
The capitation rates provided under this certification are "actuarially sound" for purposes of 42 
CFR 438.4(a), according to the following criteria: 
 The capitation rates provide for all reasonable, appropriate, and attainable costs that are 

required under terms of the contract and for the operation of the managed care organization 
(MCO) for the time period and population covered under the terms of the contract, and such 
capitation rates were developed in accordance with the requirements under 42 CFR 438.4(b). 

To ensure compliance with generally accepted actuarial practices and regulatory requirements, 
we referred to published guidance from the American Academy of Actuaries (AAA), the 
Actuarial Standards Board (ASB), the Centers for Medicare and Medicaid Services (CMS), and 
federal regulations. Specifically, the following were referenced during the rate development: 
 Actuarial standards of practice applicable to Medicaid managed care rate setting which have 

been enacted as of the capitation rate certification date, including: ASOP 1 (Introductory 
Actuarial Standard of Practice); ASOP 5 (Incurred Health and Disability Claims); ASOP 12 
(Risk Classification); ASOP 23 (Data Quality); ASOP 25 (Credibility Procedures); ASOP 41 
(Actuarial Communications); ASOP 45 (The Use of Health Status Based Risk Adjustment 
Methodologies); ASOP 49 (Medicaid Managed Care Capitation Rate Development and 
Certification); and ASOP 56 (Modeling). 

 Actuarial soundness and rate development requirements in the Medicaid and CHIP Managed 
Care Final Rule (CMS 2390-F and CMS-2408-F).  

 2023-2024 Medicaid Managed Care Rate Development Guide published by CMS. 

Throughout this document and consistent with the requirements under 42 CFR 438.4(a), the term 
"actuarially sound" will be defined as in ASOP 49:  

 
"Medicaid capitation rates are "actuarially sound" if, for business for which the 
certification is being prepared and for the period covered by the certification, projected 
capitation rates and other revenue sources provide for all reasonable, appropriate, and 
attainable costs. For purposes of this definition, other revenue sources include, but are 
not limited to, expected reinsurance and governmental stop-loss cash flows, 
governmental risk-adjustment cash flows, and investment income. For purposes of this 
definition, costs include, but are not limited to, expected health benefits; health benefit 
settlement expenses; administrative expenses; the cost of capital, and government-
mandated assessments, fees, and taxes.” 

 
Cost Proposal Instructions 
The Statewide blended bidder initial capitation rate (PMPM) is $891.98 for calendar year 2025 
and reflects the proposed business model of Healthy Blue. The membership assumption was 
provided to the bidders for consistency in the calculation of the blended rate.  

The Cost Proposal has been developed by an actuary on an actuarially sound basis in 
conformance with 42 CFR § 438.4 and the supporting documentation follows the 2023-2024 
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Medicaid Managed Care Rate Development Guide (CMS Rate Guide), released by CMS in May 
2023. This capitation rate reflects a normalized risk adjustment factor of 1.0, assuming that each 
bidder’s enrolled risk is equal to that of the statewide population risk. This initial capitation rate 
is intended to cover all populations, services, and regions of the state per the specifications of the 
RFP for the one-year period, January 1, 2025 – December 31, 2025. The rate has also been 
developed assuming there are no changes in acuity from the CY21 base period. 

Due to the limitations of the RFP requirements, these rates may not be appropriate for other 
purposes. A crosswalk from the actuarial narrative to the CMS Rate Guide is included in 
Appendix II for the sections that are applicable to this narrative.  

Any potential services or populations that may be carved into the program post award are 
excluded from the cost proposal, including Medicaid expansion and new community support 
HCBS Waiver which is currently under consideration by the State.  

The following items are also excluded from the cost proposal per the direction of the RFP: 
 Changes in historical Third-Party Liability and/or Coordination of benefit levels 
 Specialty drugs greater than $300,000 reimbursed through a non-risk payment 
 State directed payments  
 Community reinvestment contribution of 3% of annual after-tax profit 
 STEPS – alternative benefit package with employment assistance  
 OneCare – state health home program 
 Value Added Benefits 

Base Data 
A KanCare databook has been provided in the bidder’s library containing information to assist 
the bidders in developing a competitive cost proposal. Per RFP instructions, Healthy Blue 
utilized the statewide CY21 base data provided in the “KS RFP - Bidder's Library with Rate 
Dev. Model 2023.10.16.xlsx” (Bid Template), comprised of encounter data from CY21 and 
additional expenses from the current MCOs that were not included in the reported encounter 
data.  

We are relying on the fact that the base data and corresponding adjustments are a reasonable 
starting point for the development of the 2025 rates and that all adjustments made for IBNR, 
underreporting, program changes, etc. are appropriate.  

We did not audit the data, but we have reviewed the data for reasonability.  

Base Data Adjustments 
IBNR and Underreporting  
The adjustments to the base data for IBNR, underreporting and program changes were provided 
in the bidder’s library. Details of the adjustment may be found in the “KS – CY23 Rate 
Development Narrative 2023.09.18.pdf”, CY23 rate development narrative (located in the 
bidder’s library). 

We are relying on the information provided for the IBNR and Underreporting and no additional 
adjustments to the IBNR and Underreporting have been made.  
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Program Changes 
The estimated impact of the known program changes with an effective date through December 
31, 2023 was provided to bidders in the “KS CY23 – Program Change Exhibits 
2023.09.18_Deliverable.xlsx.” file (located in the bidder’s library). 

We are relying on the information provided for the estimated impact of known program changes 
and no additional adjustments have been made.  

Supplemental Data 
Adjustments were made to reflect the supplemental payments outside of the encounter data for 
State Plan services, which are the payments made to members in the Work Opportunities Reward 
Kansans (WORK) program.  

For the development of the cost proposal, the medical benefit expenditures are included as a 
medical expense, while the management of the funds via Financial Management Services are 
captured in the Non-Medical Loading assumption for the WORK population.  

Historical administrative expenses related to the fund management have not been provided to the 
bidders. Healthy Blue has estimated this administrative expense by comparing the spend in other 
states with similar programs.  

We are relying on the information provided for the WORK program and no further adjustments 
to the benefit expense have been made.  

Share of Cost 
Members receiving NF or HCBS services may be subject to paying for a portion of the services 
depending on their level of income, and this amount is referred to as patient liability for nursing 
home and Share of Cost (SOC) for HCBS services. The MCOs are not responsible for the SOC. 
The premium rates are developed gross of SOC and then the SOC is removed at the individual 
member level when the premium is paid to an MCO.  

The cost proposal has been developed gross of SOC, as directed.  

We are relying on the information provided for the Share of Cost and no further adjustments to 
the benefit expense have been made.  

Projected Benefit Costs and Trends 
Benefit Cost Trend Assumptions 
Projected benefit cost trend assumptions have been developed in accordance with generally 
accepted actuarial principles and practices. The trend factors are applied to estimate the change 
in utilization and unit cost of services over time. The trend factors are used to project the CY21 
base period to the CY25 contract period.  

The cost proposal reflects an annualized trend of 1.6% from the midpoint of CY21 to the 
midpoint of CY25 as demonstrated in Exhibit 1-3. The trend assumptions by category of service 
can be found in Table 1.  

For the development of the trend assumption, we reviewed historical trends for affiliate Medicaid 
markets as well as projected trend assumptions from affiliate Medicaid market rate development. 
The cost proposal trend assumption is based on actuarial judgment.  
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The historical rate development was not shared publicly, limiting one source of reconciliation. 
Additionally, only one year of historical KanCare data was provided to bidders which prevents 
us from having enough information to develop trends specific to Kansas.  

There are a large number of program changes that impact unit cost. We are not projecting any 
significant unit cost trends outside of these program and fee schedule changes to avoid 
duplications of adjustments. Per the communication in the Q&A, these estimates do not include 
assumptions for any utilization impacts.  

Based on our analysis of the “KS Provider Frequency Workbook 2023.09.18_Deliverable.xlsx” 
data that was provided as a part of the bidder’s library, we have estimated that our provider 
contracting will be favorable to the current program average. The impact of this favorable 
assumption is embedded in the CY24 to CY25 unit cost trend and has been applied to all non-
pharmacy categories of service.  

Our trend assumptions have been reviewed for reasonability. We estimated the observable 
historical trends from the CY21 base to CY23 based on the reported NAIC filings and KanCare 
premium rate changes identified in the Policies and Clarifications documents provided in the 
bidder’s library.  

Table 1: Cost Proposal Trend Assumptions by Category of Service 

Trend Inputs: Trend 
CY21 to CY22 

Trend  
CY22 to CY23 

Trend  
CY23 to CY24 

Trend  
CY24 to CY25 

Rx - Brand and Specialty 6.50% 6.50% 6.00% 6.00% 
Rx - Generic 2.50% 2.50% 2.00% 2.00% 

BH 3.00% 3.00% 2.50% 1.85% 
Dental 3.00% 3.00% 2.50% 1.85% 
HCBS 1.00% 1.00% 0.50% -0.15% 

All Other 1.45% 1.45% 0.90% 0.25% 
Total Trend 1.98% 2.00% 1.50% 0.95% 

 

Managed Care Savings 
Healthy Blue achieves managed care savings through a broad range of initiatives that maximizes 
whole person care while reducing costs. The managed care savings assumption was developed 
based on our Medicaid affiliate experience, as well as input from the clinical and health plan 
staff.  

The estimated savings are based on the current CY21 membership and the underlying acuity per 
the RFP instructions. The managed care assumption does not reflect the potential efficiency 
opportunities that may arise from a material change in the underlying acuity within the program. 
Additional savings opportunities may be identified following the PHE disenrollment.  

The managed care savings estimates by Category of Service are included in Table 2. 

Table 2: Managed Care Savings Estimates by Category of Service 
Category of Service Managed Care Savings % 

LTSS -0.15% 
BH OP -0.13% 
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BH IP -0.13% 
BH Other -0.13% 
BH Prof -0.13% 

Rx -0.89% 
OP Other -0.13% 

OP -0.88% 
IP -7.51% 

PHY 0.08% 
Total -1.31% 

 
In-Lieu-of Services 
The base data includes cost for in lieu of services provided by the MCOs. The costs are 
approximately $16.5 million in CY21, and the majority are for personal care services provided to 
avoid hospital or nursing facility stay. There is no difference between the projection of in lieu of 
services and all other services.  

We are assuming that any additional in lieu of services approved under the new KanCare 3.0 
contract would be medically appropriate and a cost-effective substitute for a covered service. 
There were no adjustments made for in lieu of services for Healthy Blue.  

Documentation of Material Changes 
The KanCare 2.0 rate certifications were not provided to the bidders, so we are unable to identify 
any material changes in methodology.  

Special Contract Provisions Related to Payment 
Incentive Arrangements 
The KanCare 3.0 program does not have any incentive arrangement included in the contract. 

Withhold Arrangements 
The KanCare 3.0 contract will include a Pay for Performance (P4P) 3% quality improvement 
withhold that MCOs can earn back based on performance on the quality improvement targets in 
the state’s Quality Management Strategy (QMS).  

The contract will also incorporate a new HCBS P4P withhold that can be earned back based on 
its performance on filing personal care services (PCS) and specialized medical care (SMC) 
included on Members’ personal care service plans, which is anticipated to be up to 1% of the 
total capitation rate. For the first year, this will be based on reporting accuracy. In subsequent 
years, there will be a withhold for PCS and SMC.  

Per the RFP instructions, the cost proposal reflects the assumption that 100% of the withhold will 
be earned back to ensure that all bids are on the same basis.  

The bidders were provided with an estimate of the withhold earn back of 60-70% based on 
historical MCO performance. Bidders were not provided an estimated earn back for the new 
HCBS P4P withhold nor the withhold metrics that will be applicable for the KanCare 3.0 
contract. In accordance with 42 CFR § 438.6(b)(3), the capitation payment(s) minus any portion 
of the withhold that is not reasonably achievable must be actuarially sound. The actuary must 
certify capitation payment(s) minus any portion of the withhold that is not reasonably achievable 
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as actuarially sound. We assume that the appropriate adjustments would be made to the 
profit/risk margin to account for any potential impact on the MCOs’ capital reserve if needed.  

Risk Sharing Mechanisms 
Contract will have a Minimum Pricing Medical Loss Ratio (MLR) where remittance is paid to 
the state if the difference between the MCO Reported MLR and the Pricing MLR is greater than 
or equal to 3%. Additional details may be found in RFP section 7.13.2.L.  

The MLR risk share mechanism does not impact the development of the cost proposal.  

State Directed Payments 
The State has three (3) State Directed Payments (SDPs) that are paid as separate payment terms 
outside of the capitation rate. The supporting detail for the SDPs was provided in the “KS - 
CY23 Rate Development Narrative 2023.09.18.pdf” document found in the bidder’s library for 
informational purposes.  

As directed, these amounts are excluded from the development of the cost proposal.  

Projected Non-Medical Load 
In accordance with 42 CFR § 438.5(e), the development of the non-medical components of the 
cost proposal includes reasonable, appropriate, and attainable expenses related to a bidder’s 
administration of the KanCare 3.0 program. The remainder of this section provides 
documentation of the data, assumptions, and methodology that we utilized to develop the non-
medical cost component of the cost proposal.  

The non-medical load (NML) consists of adjustments for (1) General administrative, (2) Care 
coordination, (3) Profit/risk margin, and (4) Privilege fee. 

Per the RFP instructions, the cost proposal assumes the profit/risk margin is 1% of gross 
premium and the privilege fee is 5.77% of gross premium. These values are consistent with the 
assumptions in the current CY23 rates.  

The development of the general administrative expenses and the care coordination are described 
below. 

Data 
The primary data source for the NML development and reconciliation include: 
 Healthy Blue’s Affiliate Medicaid book of business 
 Healthy Blue’s Standard staffing model 
 The KanCare 3.0 RFP contract staffing requirements. 
 Milliman Research Reports: Medicaid Managed Care Financial Results for CY22 

General Administrative Expense 
The general administrative expense was developed using a ground up approach based on Healthy 
Blue’s standard staffing model. Adjustments were made to this staffing model to reflect the 
KanCare specific population utilization and member acuity.  

Care Coordination Load 
We considered the care coordination stratification levels, contact schedules, roles and 
responsibilities, and care coordination ratios in section 7.4 of the RFP and Appendix L: Care 



 
COST PROPOSAL 

Cost Proposal Narrative  
 

 

KanCare Medicaid & CHIP Capitated Managed Care 
RFP Number: EVT0009267 

Page 10 of 19 

 

Coordination Matrix, to determine the Care Coordination Load. We received input from our 
clinical and operational teams to ensure that our projected expenses would be aligned to our 
proposed business model, compliant with all KanCare 3.0 contractual requirements and, most 
importantly, a model that will support the State in their goal to improve upon an already 
recognized, innovative Managed Care program.   

The RFP Appendix L: Care Coordination Matrix shows the Care Coordination model and the 
responsibilities of an MCO versus the Community Care Coordinators (CCC), Targeted Case 
Managers (TCM) and CCBHCs for each population in KanCare.  

The CCC is a new element in the KanCare 3.0 program. We are not able to opine on incremental 
expenses associated with the requirements. The estimated cost associated with the new model is 
reflected in our non-medical load as directed, however, this change may result in an increase in 
the medical expense and subsequent decrease in the administrative expenses as activities that are 
outside of the MCO responsibilities may be billed or reported as medical expenditures. As with 
any newly implemented program change, the emerging experience will need to be monitored to 
ensure the premium rates are sufficient.  

Material Changes 
We cannot comment on any material changes to the data assumptions, or methodologies used in 
the development of the cost proposal. The current and prior Actuarial Rate Narratives have not 
been provided to the bidders.  

Assumption Validation 
We validated our total non-medical load against the publicly reported NAIC data for the three 
incumbents as well as our internal Medicaid business.  

We have also confirmed that the administrative expenses reflect our current proposed business 
model as described in the technical response.  

Basis for Variation in Assumptions 
The variations in projected non-medical load expenses are based on the internal staffing 
requirements identified at a rate cell level or by Category of Aid, where applicable. Experience 
in similar states and populations was also used to help inform the allocation of the non-medical 
load.  

Risk Adjustments  
The KanCare premium rates are prospectively risk adjusted using the Combined Chronic Illness 
and Pharmacy Payment System (CDPS+Rx) risk score tool. Version 6.3 of the risk model was 
used for CY23 rates. The detailed narrative was provided in the “KS—CY23 Risk Score 
Methodology.pdf” found in the Bidder’s library.  

The initial CY25 capitation rates paid to the MCOs will not be risk adjusted. The risk adjustment 
will be applied once the MCO member assignment has been finalized and is not anticipated to be 
retroactive to the start date of the new contract.  

As directed in the RFP, the cost proposal has been developed assuming a 1.0 risk score.  
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Acuity Adjustments  
In response to the COVID-19 pandemic and the extension of the Public Health Emergency 
(PHE), and in accordance with the Maintenance of Effort requirements related to the additional 
Federal match made available in the Families First Coronavirus Response Act, the State 
implemented a disenrollment freeze for the duration of the PHE declaration. The freeze on 
disenrollment results in members who would normally lose eligibility in the KanCare program 
remaining enrolled throughout the COVID-19 PHE declaration. Optumas is currently developing 
this acuity assumption for the CY23 capitation rates. Per the RFP instructions, the cost proposals 
and initial capitation rate range will not include an adjustment accounting for any acuity changes 
relative to the PHE. We understand this will be developed and incorporated into the final CY25 
capitation rate.  

The cost proposal has been developed to assume the same acuity level reflected within the CY21 
base data and has not incorporated an implicit or explicit adjustment considering the impact of 
the PHE related member disenrollment.  
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Section II. Medicaid Managed Care Rates with Long-Term Services and Supports 
General  
For purposes of the cost proposal, the general rate development standards outlined in Section I 
apply to the managed long-term care services and supports as well. The rates for these 
populations have been developed in accordance with generally accepted actuarial practices and 
principles.  

LTC Mix 
The Long-Term Care (LTC) dual and non-dual rating cohorts reflect a blend of the Physically 
Disabled, Frail Elderly and Nursing Facility populations. A fixed LTC mix assumption has been 
provided to the bidders for a consistent calculation of the blended rate. The initial LTC mix is set 
on a prospective basis using the statewide mix and an adjustment reflecting the MCO assigned 
membership will be made following the finalization of the member assignment.  

The cost proposal reflects the fixed CY23 Projected Statewide Mix LTC mix as directed in the 
RFP. We anticipate that an updated LTC mix assumption will be incorporated into the 
development of the final CY25 rate.  

The remaining 1915(c) HCBS Waiver premium rate cohorts are developed independently and do 
not incorporate a blending assumption.  

The supporting documentation for the Projected Benefit Costs Trends, managed care savings and 
projected non-medical load was addressed in prior sections of this narrative and is applicable to 
the MLTSS population. 
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Limitations and Caveats 
The information contained in this report has been prepared for the KanCare 3.0 RFP to provide 
documentation of the methodology and data sources used for the development of the CY25 cost 
proposal for Healthy Blue. The data and information presented may not be appropriate for any 
other purpose.  

Healthy Blue relied on data and other information provided by the State, Optumas, and the 
information provided in the RFP and accompanying exhibits. This data formed the basis for the 
cost proposal. We have reviewed this information for reasonableness but have not audited or 
validated this information. Healthy Blue is relying upon Optumas, and the State for the accuracy 
of the data, the program change impacts and the fee schedule changes without audit.  

If the underlying data or analysis is incomplete or inaccurate, the results of our analysis may 
likewise be incomplete or inaccurate. It is possible that a detailed audit of the underlying data 
and information provided by the State and their actuaries may uncover any underlying data or 
methodological inconsistencies. Such a review is outside of the scope of developing the cost 
proposal for the RFP.  

Actual amounts will differ from projected amounts to the extent that actual experience deviates 
from expected experience. Healthy Blue's status as a non-operating bidder in the KanCare 
program limits our ability to validate and cross-check the data effectively. Introduction of new 
information or complete access to all data could possibly change the trend assumptions and 
administrative expenses we projected in our report. 

The cost proposal was prepared as per the guidelines provided in the RFP. This involves 
assuming a 1.0 risk score and assuming the same acuity level reflected within the CY21 base 
data is maintained for the purposes of the cost proposal. Optumas will incorporate an adjustment 
to the final CY25 premium rates for any acuity changes relative to the end of the continuous 
enrollment policy under the Public Health Emergency (PHE).  

It is uncertain to the extent the underlying utilization, unit cost and member behavior has been 
impacted, or how future experience will be impacted as the PHE has ended. The cost proposal 
and underlying assumptions for this RFP have been developed assuming the CY21 acuity levels. 
These assumptions may vary from emerging experience, and care should be taken to extend or 
project this information into future periods. 

This memorandum provides both the assumptions and methodology used to develop the KanCare 
3.0 cost proposal. To fully understand the methods and approaches documented in this report, we 
advise any reader to engage their own actuaries or other qualified professionals to properly 
interpret the information contained herein. Judgements or conclusions should be based upon the 
entire RFP response. Any conclusions reached by reviewing a section or sections of the actuarial 
memorandum may be misleading or incorrect. 

Members of Healthy Blue’s staff are available to provide additional clarity regarding any 
information contained in this Actuarial Memorandum. It is assumed that any reader of this 
Memorandum will seek such clarity for any matter in question.  
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Actuarial Certification 
I, Bethany Logwood, am associated with Healthy Blue, am a Fellow of the Society of Actuaries 
and a Member of the American Academy of Actuaries. I am certifying the development of the 
KanCare 3.0 Cost Proposal described within this narrative. I meet the Qualification Standards for 
Statements of Actuarial Opinions established by the American Academy of Actuaries and I have 
followed the applicable practice standards established by the Actuarial Standards Board. I am 
generally familiar with the state-specific Medicaid program, eligibility rules and benefit 
provisions.  

I developed the KanCare 3.0 Cost Proposal based upon the instructions provided in the KanCare 
3.0 RFP. The data, methodology, and assumptions used to develop the information presented in 
the Cost Proposal template are documented in the Actuarial Memorandum accompanying this 
Certification.  

In my opinion, the information included in this actuarial certification reflect reasonable, 
appropriate, and attainable assumptions during CY25, the time periods for which they are 
intended.  

The capitation rates developed in the cost proposal are considered actuarially sound for purposes 
of 42 CFR 438.4 and 438.5. 
 The capitation rates have been developed in accordance with generally accepted actuarial 

principles and practices; 
 The capitation rates are appropriate for the populations to be covered and the services to be 

furnished under the contract; and 
 They have been certified by an actuary who meets the qualification standards established by 

the American Academy of Actuaries and follows practice standards established by the 
Actuarial Standards Board. 

For the purposes of this Actuarial Certification, ‘reasonable, appropriate, and attainable’ should 
be confined by the instructions for completing the Cost Proposal as provided in the RFP. 
Additional adjustments to the Healthy Blue Cost Proposal may be necessary to incorporate this 
information into appropriate adjustments for MCO Capitation Rate Setting pursuant to ASOP 49. 

In making my opinion, I relied on the accuracy of the underlying records, data summaries and 
calculations released by KDHE as part of the RFP. I did not audit the data and calculations, but I 
did review the data for reasonableness and consistency and did not find any material defects. I 
also relied on the work performed by other employees of Healthy Blue. Their work was reviewed 
for reasonableness and consistency and did not find any material defects.  

I understand the final capitation rate that will be paid and/or approved by CMS will be developed 
and certified by the state’s actuary.  

 
______________________________    _12/21/2023__ 
Bethany Logwood, F.S.A., M.A.A.A.      Date 
Fellow of the Society of Actuaries 
Member of the American Academy of Actuaries 
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Appendix I – Statewide Blended Initial Capitation Rate PMPM Summary 
 

 

 

  

Rate Build-Up PMPM Rate Impact
Base Data 741.18$           
Trend CY21 to CY22 755.87$           1.98%
Trend CY22 to CY23 771.02$           2.00%
Trend CY23 to CY24 782.62$           1.50%
Trend CY24 to CY25 790.06$           0.95%
Managed Care/Efficiency Impacts 779.70$           -1.31%
Hep C Adjustment 780.40$           0.09%
Generic Dispensing Rate Adjustment 778.52$           -0.24%
Additional Program Changes 778.52$           0.00%
NML: General Admin 45.59$             5.05%
NML: Care Coordination 17.27$             1.91%
NML: Risk Contingency + Proft 9.02$               1.00%
NML: Privilege Fee 52.07$             5.77%
Total Rate, pre-LTC 902.48$           
Final Rate 891.98$           -1.16%

Statewide Blended Rate 891.98$          
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Appendix II – Crosswalk to CMS 2023 – 2024 Managed Medicaid Rate Setting Guide 
 
Crosswalk of Cost Proposal Narrative to 2023-2024 Managed Medicaid Rate Setting Guide 
serves as the index (I.1.B.v) from the Cost Proposal Narrative to the relevant CMS Rate 
Setting Guide sections. Sections not listed are not applicable to the cost proposal development. 

CMS 
Section Section Description Cost Proposal 

Narrative Reference Page Comments 

I.1 General Information 

Scope and Purpose 5 
Includes rate 

development standards, 
time-period, population 

overview, etc.  

General Program 
Information 6 

Rate Development 
Process 7-8 

I.2.A - 
I.2.B Data 

Base Data 8 
  Base Data 

Adjustments 9 

I.3.A - 
I.3.B 

Projected Benefit Costs 
and Trends 

Projected Benefit 
Costs Trend 
Assumptions 

10 
  

Managed Care Savings 11 

I.4 
Special Contract 

Provisions Related to 
Payment 

Withhold Arrangement 12 

  
Risk Sharing 
Mechanism 13 

State Directed 
Payments 13 

I.5 Projected Non-Benefit 
Costs 

Projected Non-
Medical Load 

13-
15   

I.6 Risk Adjustment Risk Adjustment 15   
I.7 Acuity Adjustments Acuity Adjustments 15   

II.1 

Medicaid Managed 
Care Rates with Long 

Term Services and 
Supports 

General 16 All other assumptions 
and adjustments are 

described in section I.  LTC Mix 16 
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Appendix III – Cost Sheet, Attachment 9 
 

ATTACHMENT 9: COST SHEET 
 

Bidder’s Rate Development Template Documentation 
Rate Development Template Required Response 

1. Statewide Blended Bidder Initial 
Capitation Rate (PMPM) 
The bidder must submit a single, statewide 
blended bidder Initial Capitation Rate per 
member per month (PMPM) rate to reflect 
the proposed business model of that bidder. 
 

$891.98 PMPM 

2. Bid Development Structure 
(Affirmation) 
The bidder should affirm that the following 
items were provided in the bidder’s library 
and used in developing the bid: 

o Membership distribution; 
o Regional relativity (provided for 

information only); and 
o Rate Cell relativity (provided for 

information only). 
 

Affirmation 
 
 
Membership Yes 
Regional Yes 
Rate Cell Yes 

3. Bid Documentation per CMS 
Requirements (Narrative) 
CMS outlines the following steps when 
developing capitation rates or an 
explanation if they are not applicable. The 
bidder should provide additional 
information around what data, 
assumptions, and methodology were used 
to develop each of the items outlined 
below. 

BASE DATA  
a) Identify and develop the base 

utilization and price data:  
i. What base data was used to 

develop the bid? 

Narrative 
 
Healthy Blue used the CY21 base 
data provided in the RFP bid 
template. Please see “Base Data” 
and “Base Data Adjustments” in the 
Rate Methodology Letter 

TREND 
b) Develop and apply trend factors 

i. What data was used to develop 
trend? 

ii. To the extent that the bidder is 
an existing MCO in KanCare 
and to the extent that the trends 

Narrative 
 

i. To develop the trend 
assumption, Healthy Blue 
used Affiliate Medicaid 
Experience, projected trend 
assumptions from affiliate 
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Rate Development Template Required Response 
used to develop the bid deviate 
from current trends in the 
program, please elaborate 
further on how this trend was 
developed. 

iii. What assumptions and 
methodology were used to 
develop the trend? 

 

Medicaid market rate 
development and "KS 
Provider Frequency 
Workbook 
2023.09.18_Deliverable.xlsx" 
from the bidder's library. 

ii. Not applicable. 
iii. Please see the "Projected 

Benefit Costs and Trends" 
section of the rate 
methodology letter for the 
documentation supporting 
the assumptions and 
methodology used to develop 
the trend. 

 
NON-BENEFIT COMPONENTS 

c) Develop non-benefit components of the 
rate 

i. What data was used to develop 
non-benefit components? 

ii. To the extent that the bidder is 
an existing MCO in KanCare 
and to the extent that the non-
benefit components used to 
develop the bid deviate from 
current non-benefit components 
in the program, please elaborate 
further on how the non-benefit 
components were developed. 

iii. What assumptions and 
methodology were used to 
develop non-benefit 
components? 

 

Narrative 
 

i. The data used to develop the 
non-benefit component of the 
cost proposal include 
Healthy Blue's Affiliate 
Medicaid book of business 
and standard staffing model.  
Please see the "Projected 
Non-Medical Load" section 
of the rate methodology letter 
for additional detail. 

ii. Not applicable. 
iii. Please see the "Projected 

Non-Medical Load" section 
of the rate methodology letter 
for the documentation 
supporting the assumptions 
and methodology used to 
develop the non-benefit 
component. 

 
RATE ADJUSTMENTS 

d) Make appropriate and reasonable 
adjustments 

i. What adjustments have been 
applied to develop the bid? 

Narrative 
 

i. A managed care savings 
adjustment has been applied 
to develop the bid. 
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Rate Development Template Required Response 
ii. What data was used to develop 

the adjustments? 
iii. What assumptions and 

methodology were used to 
develop the adjustments? 

 

ii. The managed care savings 
assumption was developed 
based on our Medicaid 
affiliate experience 
implementing managed care 
savings initiatives in other 
markets and input from the 
clinical and health plan staff.  

iii. Please see the "Managed 
Care Savings" section of the 
rate methodology letter for 
the documentation 
supporting the assumptions 
and methodology used to 
develop the rate adjustments. 

 
MEDICAL LOSS RATIO (MLR) 

e) Take into account Managed Care 
Plans’ past MLR experience 

i. This adjustment is not 
applicable to the bid. 

 

 
Not Applicable 

RISK ADJUSTMENT 
f) If risk adjustment is applied, select an 

appropriate model and apply it in a 
budget neutral manner 

i. This adjustment is not 
applicable to the bid since the 
bidder should develop their bids 
assuming a normalized base 
risk adjustment factor of 1.0. 

 

 
Not Applicable 
 
Bid was developed assuming a 
normalized base risk adjustment 
factor of 1.0 

Bidder’s Rate Development Template 
4. As discussed above, the information 

provided in this document is a narrative 
around how the bidder developed the bid. 
The bidder must also complete the 
Bidder’s Rate Development Template, 
included within the bidder’s library, 
accompanied by a rate methodology letter 
signed by the actuary (the bids developed 
by bidders should be developed by an 
actuary on an actuarially sound basis in 
conformance with 42 CFR 438.4). 

 

 
Bidder’s Rate Development 
Template 
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Additional Program Changes CONFIDENTIAL

Input for any additional program changes or other adjustments

CHIP I/DD Deliveries Disabled Non-Dual Duals Foster Care LTC-HCBS LTC-NF MN & SPDN Non Dual Pregnant Women TANF Other
COS Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost Util/1000 Unit Cost

HCBS Services 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Mental Health - CMHC 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Mental Health - Inpatient 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Mental Health - Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Mental Health - Professional 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Mental Health - PRTF 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Nursing Facility 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Pharmacy - Brand 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Pharmacy - Generic 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Pharmacy - Specialty 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Dental 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - DME 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - FQHC/RHC 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Home Health 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Hospice 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Indian Health Services 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Inpatient 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Outpatient ER 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Outpatient Non-ER 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - PCP 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Specialist 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Transportation 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Health - Vision 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
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