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Creating Healthier Communities Alongside Our Neighbors

Our Members are our neighbors. We are part of the communities that we serve, and our experiences living and
working in Kansas inform the way we care for our Members. We are committed to showing up, to serving our
communities, and to supporting the health and well-being of all Kansans.
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Bringing Mental Health Resources to Communities Across the State

Our outreach team personally conducts Mental Health First Aid trainings in English and Spanish to equip people
with evidence-based education and resources. The trainings empower community members to address mental
health and substance use challenges in their families, schools and neighborhoods.
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Attachment 9 — Cost Sheet

Bidder’s Rate Development Template Documentation

Rate Development Template Required

Response

1. Statewide Blended Bidder Initial Capitation Rate (PMPM) UHC $921.50
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.
2. Bid Development Structure (Affirmation) UHC Affirms
The bidder should affirm that the following items were provided
in the bidder’s hbr‘ary .anc.l use;d 1.n developing the bid: Membership Y
o Membership distribution;
o Regional relativity (provided for information only); and
o Rate Cell relativity (provided for information only). Rate Cell Y
3. Bid Documentation per CMS Requirements (Narrative) Narrative
CMS outlines the following steps when developing capitation Provided
rates or an explanation if they are not applicable. The bidder on page 3
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?

TREND Narrative
b) Develop and apply trend factors Provided
1. What data was used to develop trend? on page 6

ii.  To the extent that the bidder is an existing MCO in
KanCare and to the extent that the trends 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?
NON-BENEFIT COMPONENTS Narrative
c) Develop non-benefit components of the rate Provided
i.  What data was used to develop non-benefit on page 13
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.

Regional Y
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Rate Development Template Required
Response
iii.  What assumptions and methodology were used to
develop non-benefit components?
RATE ADJUSTMENTS Narrative
d) Make appropriate and reasonable adjustments Provided
i.  What adjustments have been applied to develop the on page 15
bid?
ii.  What data was used to develop the adjustments?
iii.  What assumptions and methodology were used to
develop the adjustments?
MEDICAL LOSS RATIO (MLR) Narrative
e) Take into account Managed Care Plans’ past MLR experience | Provided
1. This adjustment is not applicable to the bid. on page 16
Not Applicable
RISK ADJUSTMENT Narrative
f) Ifrisk adjustment is applied, select an appropriate model and | Provided
apply it in a budget neutral manner on page 16
1. This adjustment is not applicable to the bid since the
bidder should develop their bids assuming a .
normalized base risk]idjustment factor of 1.0. Not Applicable
Bidder’s Rate Development Template Bidder’s Rate
4. As discussed above, the information provided in this document is | Development
a narrative around how the bidder developed the bid. The bidder | Template
must also complete the Bidder’s Rate Development Template, on page 18
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).

Kansans United
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Actuarial Narrative and Rate Methodology Letter

The following letter provides documentation related to UnitedHealthcare’s cost proposals as
requested in Attachment 9 of the RFP. The bid rate documented below has been developed on an
actuarially sound basis and in accordance with 42 CFR § 438.4 and the 2023-2024 Medicaid
Managed Care Rate Development Guide, published by CMS. Additionally, we complied with the
following specific Actuarial Standards of Practice:

= ASOP No. 1 — Introductory Actuarial Standards of Practice
= ASOP No. 5 — Incurred Health and Disability Claims

= ASOP No. 12 — Risk Classification

= ASOP No. 23 — Data Quality

= ASOP No. 25 — Credibility Procedures

ASOP No. 41 — Actuarial Communications

= ASOP No. 42 — Health and Disability Actuarial Assets and Liabilities Other Than Liabilities
for Incurred Claims

= ASOP No. 45 — The Use of Health Status Based Risk Adjustment Methodologies
= ASOP No. 49 — Medicaid Managed Care Capitation Rate Development and Certification
= ASOP No. 56 — Modeling
Throughout this document, we refer to the Statewide Blended Vendor Initial Capitation Rate
(PMPM) as the “bid rate”. This is a single, statewide blended rate that is subject to various

constraints and assumptions as prescribed by the RFP. It is our understanding that Optumas will
develop a Final Actuarially Sound Rate Range which will include:

= Material adjustments related to the impact to average member acuity of future disenrollment.
m Program changes occurring after calendar year 2023.
= Any other adjustments determined to be necessary.

The bid rate developed in this letter should not be considered an actuarially sound capitation rate
without consideration for the adjustments to be performed by Optumas, payment rates specific to
each region and rate cell, and the application of risk adjustment.

Per the instructions of the RFP, we have included documentation on Base Data, Trend, Non-
Benefit Components, and Rate Adjustments consistent with the level of detail requested in the
2023-2024 Medicaid Managed Care Rate Setting Guide. We have not included responses to
other sections of the Rate Setting Guide in this letter, such as special contract provisions,
alternate payment arrangements, and risk mitigation.

Attachment 9, Section 3.a — Base Data

The State’s actuaries, Optumas, provided a Summary Level Databook of KanCare claims
experience from calendar year (CY) 2021 as well as detailed de-identified claims data.
UnitedHealthcare used this statewide data as the primary source of base data to develop our
proposed bid rate. UnitedHealthcare’s claims experience for its KanCare members for CY 2021
is limited to approximately one-third of the overall claims experience in the state and is therefore
unsuitable for the projections of a statewide rate, as required in this request for proposal.

Kansans United Page 3 of 134 Cost Proposal (Tab 2)
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Consistent with ASOP 23, we performed a review of the data received, including reviews of the
de-identified claims data and a comparison of the base data received to UnitedHealthcare’s
experience in CY 2021, adjusting for region and population mix using the regional and rate cell
factors provided by Optumas and acuity differences using CDPS+Rx data. We identified no
concerns with the base data received. Through this review, the data was checked for
reasonability but was not audited, and therefore any errors in data reporting would flow through
to UnitedHealthcare’s proposed bid rate.

The Summary Level Databook provided by Optumas included several adjustments to the CY
2021 experience, including:

= An estimate of incurred but not reported (IBNR) claims.
= An estimate of the impact of underreported encounter records.
» An adjustment for share of cost and WORK supplemental payments.

» The impact of program changes between CY 2021 and CY 2023. We understand that the
impact of additional program changes between CY 2023 and CY 2025 will be accounted for
in the Final Actuarially Sound Rate Range developed by Optumas.

UnitedHealthcare relied on these adjustments as given and made no further modifications.

Optumas also provided both regional and rate cell factors for informational purposes.
Considering the requested bid rate is required to be statewide and inclusive of all rate cells, this
information was not utilized in the development of UnitedHealthcare’s bid rate. This information
was used as part of our review of UnitedHealthcare’s experience relative to the CY 2021 base
data experience provided by Optumas. The base data and ultimate bid rate were weighted with
the State’s CY 2021 projected enrollment mix as prescribed in the RFP.

Responses to 2023-2024 Medicaid Managed Care Rate Setting Guide

2023-2024 Medicaid Managed Care Rate Setting UnitedHealthcare Response
Guide
1. In accordance with 42 CFR § 438.7(b)(1), the rate The narrative above describes the
certification must include: base data used in this rate build,
(a) A description of base data requested and used for developed by Optumas and
the rate setting process, reviewed for reasonability by
including: UnitedHealthcare.

(1) A summary of the base data that was requested
by the actuary.

(i1) A summary of the base data that was provided
by the state.

(ii1) An explanation of why any requested base data
was not provided by the state.

i1. The rate certification, as supported by the assurances The data used includes

from the state, must thoroughly describe the data used to | summaries of managed care

develop the capitation rates, including: encounter data as provided by
(a) A description of the data, including: Optumas.

(1) the types of data used, which may include, but is
not limited to: FFS claims data; managed care

Kansans United Page 4 of 134 Cost Proposal (Tab 2)
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encounter data; managed care plan financial data;
information from program integrity audits; or other
Medicaid program data;

RFP Number: EVT0009267

UnitedHealthcare Response

(ii) the age or time periods of all data used;

The data used is inclusive of
dates of service from January 1,
2021, through December 31,
2021.

(ii1) the sources of all data used (e.g., State
Medicaid Agency; other state agencies; managed
care plan(s); or other third parties); and

The processed and summarized
data used was provided by
Optumas. It was based on
encounter data as well as
supplemental financial and ad
hoc information requested by
Optumas provided annually by
participating managed care
organizations.

(iv) if a significant portion of the benefits under the
contract with the managed care entity are provided
through arrangements with subcontractors that are
also paid on a capitated basis (or subcapitated
arrangements), a description of the data received
from the subcapitated plan(s) or provider(s); or, if
data is not received from the subcapitated plan(s) or
provider(s), a description of how the historical costs
related to subcapitated arrangements were
developed or verified.

We relied on Optumas’s review of
data received for appropriate
treatment of subcapitated
expenses across participating
managed care plans.
UnitedHealthcare does not have
visibility into the prevalence of
subcapitated vendor relationships
across the full program.

(v) if an exception to base data requirements has
been requested by a state and granted by CMS due
to the COVID-19 public health emergency (if
applicable) and the date CMS granted this
exception.

Not applicable.

(b) Information related to the availability and the
quality of the data used for rate development,
including:
(1) The steps taken by the actuary or by others (e.g.,
State Medicaid Agency; managed care plan(s);
external quality review organizations; financial
auditors; etc.) to validate the data, including:
(A) completeness of the data;
(B) accuracy of the data; and
(C) consistency of the data across data sources.
(i1) A summary of the actuary’s assessment of the
data.

We performed a review of the
data received, including
comparisons to base data used in
prior and subsequent rate setting
cycles and UnitedHealthcare’s
internal data. However, given the
limitations of these analyses, we
relied on Optumas’s review of the
data to determine completeness,
accuracy, and consistency.

Kansans United Page 5 of 134
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(ii1) Any concerns that the actuary has regarding the
availability or quality of the data.
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UnitedHealthcare Response

(c) A description of how the actuary determined what

data was appropriate to use for the rating period,

including:
(1) If FFS claims or managed care encounter data
are not used (or are not available), this description
should include an explanation of why the data used
in rate development is appropriate for setting
capitation rates for the populations and services to
be covered.
(i1) If managed care encounter data was not used in
the rate development, this description should
include an explanation of why encounter data was
not used as well as any review of the encounter data
and the concerns identified which led to not
including the encounter data.

Managed care encounter data
was primarily used in rate
development. We relied on
Optumas’s review to determine
this was appropriate for rate
setting.

(d) If there is any reliance or use of a data book in the
rate development, the details of the template and
relevant instructions used in the data book.

Not applicable.

1ii. The rate certification, as supported by the assurances
from the state, must thoroughly describe any material
adjustments, and the basis for the adjustments, that are
made to the data, including but not limited to adjustments
for:
(a) the credibility of the data;
(b) completion factors;
(c) errors found in the data;
(d) changes in the program between the time period
from which the data is obtained and the rating period
(e.g., changes in the population covered; changes in
benefits or services; changes to payment models or
reimbursement rates to providers; or changes to the
structure of the managed care program); and
(e) exclusions of certain payments or services from the
data.

Any adjustments related to these
issues were calculated and
performed by Optumas.
UnitedHealthcare relied on these
adjustments as given and made
no further modifications.

Attachment 9, Section 3.b — Trends

The methodology used to develop the trend factors used by UnitedHealthcare differs for CY
2021 to CY 2022 trends, which rely on actual CY 2022 experience, and CY 2022 to CY 2025
trends, which rely on a combination of UnitedHealthcare experience and historical trends applied

in Optumas’s recent rate certifications.

Kansans United Page 6 of 134
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CY 2021 to CY 2022 Trend

The Average Annual Trend rates from CY 2021 to CY 2022 reflect actual changes in per
member per month (PMPM) experience observed in the program. UnitedHealthcare believes that
this experience is mature and credible enough to be used directly in our rate development model.
We further reviewed the CY 2022 statewide data relative to UnitedHealthcare’s CY 2022
experience after accounting for rate cell, region, and acuity differences and found similar trend
rates.

In developing these trends, we relied on CY 2022 statewide experience observed in the program.
These amounts included the impact of IBNR, underreported encounter data, share of cost, and
WORK supplemental payments. We further adjusted this CY 2022 data for program changes that
occurred between CY 2021 and CY 2022. We attributed the resulting difference between the CY
2021 base data and adjusted CY 2022 experience as CY 2021 to CY 2022 trend in our rate
development model.

This adjustment was performed separately for each population such that we maintain the CY
2021 population mix assumption prescribed by the RFP. We applied a single trend across
categories of service (COS) for each major population in order to maintain the distribution of
service costs by COS inherent in the CY 2021 base data experience. This allows us to
appropriately apply CY 2022 to CY 2025 trend factors and other adjustments discussed later in
this section. Finally, as the majority of unit cost changes observed in this time relate to program
changes, we applied the full CY 2021 to CY 2022 trend as a single PMPM trend, shown in the
utilization trend adjustment section of the template.

CY 2022 to CY 2025 Trend

The Average Annual Trend rates assumed in the Bidder’s Template for CY 2022 through CY
2025 is primarily based on UnitedHealthcare’s internal forecasting assumptions. The internal
forecasting process includes tracking historical trends, as well as the primary drivers of these
trends. This provided the flexibility to exclude the impact that any Public Health Emergency-
related shifts in population acuity would have had on the assumptions, which was done in
accordance with the instructions for developing this bid rate.

Similar to UnitedHealthcare’s process of submitting trend assumptions in the annual MCO
Reporting Template, the trend selection process in this Cost Proposal often involved the
combination of certain categories of service or categories of aid in order to improve credibility
and reasonability of the ultimate results. In instances where the internal forecasting results were
deemed insufficient, statewide rating assumptions were consulted as well. These assumptions
were reviewed for reasonability, and this approach was deemed appropriate due to Optumas’s
extensive review of the data used for rate setting for the KanCare program and its access to
greater statewide experience.

Responses to 2023-2024 Medicaid Managed Care Rate Setting Guide

Below we respond to the required documentation items for Section 3 Projected Benefit Costs and
Trends of the 2023-2024 Medicaid Managed Care Rate Setting Guide.

Kansans United Page 7 of 134 Cost Proposal (Tab 2)
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2023-2024 Medicaid Managed Care Rate Setting
Guide

1. The rate certification must clearly document the final
projected benefit costs by relevant level of detail (e.g.,
rate cell, or aligned with how the state makes payments to
the managed care plan(s)).

RFP Number: EVT0009267

UnitedHealthcare Response

Final projected benefit costs are
provided on a detailed basis in
the rate development model. Note
that the final bid rate is
established on a statewide mix
basis, consistent with the
requirements of the RFP.

ii. The rate certification and supporting documentation
must describe the development of the projected benefit
costs included in the capitation rates, including:
(a) A description of the data, assumptions, and
methodologies used to develop the projected benefit
costs and, in particular, all material items in
developing the projected benefit costs.

These details are provided in the
narrative above.

providers and a description of how the state accounted
for this in rate development. See § 438.608(d).

(b) Any material changes to the data, assumptions, and | Not applicable.
methodologies used to develop projected benefit costs

since the last rate certification must be described.

(c) The amount of recoveries of overpayments to Not applicable.

iii. The rate certification and supporting documentation
must include a section on projected benefit cost trends
(i.e., an estimate of the projected change in benefit costs
from the historical base data period to the rating period of
the rate certification) in accordance with 42 CFR §
438.7(b)(2).
(a) This section must include:
(1) Any data used or assumptions made in
developing projected benefit cost trends, including
a description of the sources of those data and
assumptions.
(A) Citations for the data and sources used to
develop the assumptions should be included
whenever possible, particularly when
published articles, reports, and sources other
than actual experience from the Medicaid
population are used.
(B) The description should state whether the
trend is developed primarily with actual
experience from the Medicaid population or
provide rationale for the experience from a
similar population that is utilized, and

Details on the data and
methodology used to develop
projected benefit cost trends are
summarized in the narrative
above.

Kansans United Page 8 of 134
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2023-2024 Medicaid Managed Care Rate Setting
Guide
consideration of other factors expected to
impact trend.
(i1) The methodologies used to develop projected
benefit trends.
(ii1) Any comparisons to historical benefit cost
trends, or other program benefit cost trends, that
were analyzed as part of the development of the
trend for the rating period of the rate certification.
(iv) Documentation supporting the chosen trend
rates and explanation of outlier and/or negative
trends.

UnitedHealthcare Response

(b) This section must include the projected benefit cost
trends separated into components, specifically:
(1) The projected benefit cost trends should be
separated into:
(A) changes in price (i.e., pricing differences
due to different provider reimbursement rates
or payment models); and
(B) changes in utilization (i.e., differences in
the amount, duration, or mix of benefits or
services provided).
(i1) If the actuary did not develop the projected
benefit cost trends using price and utilization
components, the actuary should describe and
justify the method(s) used to develop projected
benefit cost trends.
(ii1) The projected benefit cost trends may include
other components as applicable and used by the
actuary in developing rates (e.g., changes in
location of service delivery; the effect of
utilization or care management on projected
benefit cost trends; regional differences or
variations).

Unless otherwise specified,
projected benefit cost trends are
developed separately for changes
in price and changes in
utilization. Changes in average
member acuity is implicitly
included in our utilization trends.
Note that this does not include
changes in average member
acuity due to the end of the PHE,
and corresponding
redetermination and
disenrollment process, as
prescribed in the RFP
instructions. We understand this
adjustment will be performed by
Optumas as part of the Final
Actuarially Sound Rate Range
development.

(c) Variations in the projected benefit cost trends must
be explained. Projected benefit cost trends may vary
by:

(1) Medicaid populations;

(i1) rate cells; and

(ii1) subsets of benefits within a category of

services (e.g., specialty vs. non-specialty drugs).

Projected benefit cost trends for
CY 2022 through CY 2025 were
developed using experience
specific to each major population,
and as such our trends vary by
these categories. Further, our
trend rates vary by category of
service. Within each major
population, we effectively apply
the same projected benefit cost

Kansans United Page 9 of 134
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RFP Number: EVT0009267
UnitedHealthcare Response

trend to each rate cell in
compliance with the instructions
of the RF'P. In order to improve
credibility and reasonability of
the ultimate results, certain
categories of service are
combined for the purposes of
trend development.

(d) Any other material adjustments to projected benefit
cost trends must be described in accordance with 42
CFR § 438.7(b)(4), including:
(1) A description of the data, assumptions, and
methodologies used to determine
each adjustment.
(i1) The cost impact of each material adjustment.
(ii1) Where in the rate setting process the material
adjustment was applied.

See the Attachment 9, Section 3.d
— Rate Adjustments section of this
letter for details on managed care

adjustments applied to the rate
bid.

(e) Any other adjustments to projected benefit costs
trends must be listed. CMS also requests the following
detail about non-material adjustments:
(1) The impact of managed care on the utilization
and the unit costs of health care services.
(i1) Changes to projected benefit costs trend in the
rating period outside of regular changes in
utilization or unit cost of services.

Not applicable.

iv. If the projected benefit costs include additional
services deemed by the state to be necessary to comply
with the mental health parity standards in 42 CFR Part
438, subpart K27 as required by 42 CFR § 438.3(c)(1)(ii),
the following must be described:
(a) The categories of service that contain these
additional services necessary for parity.
(b) The percentage of cost that these services represent
in each category of service;
(c) How these services were taken into account in the
development of the projected benefit costs, and if this
approach was different than that for any of the other
services in the categories of service.
(d) An assurance that the payment represents a
payment amount that is adequate to allow the MCO,
PIHP or PAHP to efficiently deliver covered services
to Medicaid-eligible individuals in a manner
compliant with contractual requirements.

Not applicable.

Kansans United Page 10 of 134
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2023-2024 Medicaid Managed Care Rate Setting UnitedHealthcare Response
Guide

v. For ILOSs, the following information must be provided | Not applicable.
and documented separately for each Medicaid managed
care program in each rate certification:
(a) A brief description of each ILOS in the Medicaid
managed care program, and whether the ILOS was
provided as a benefit during the base data period.
(b) The aggregate projected ILOS Cost Percentage
(based on projected enrollment or member months),
including documentation of both the numerator and
denominator, as well as the impact of ILOSs on rates
based on materiality, as outlined below:
(1) For each ILOS that is expected to have a
material impact on the rates, the actuary must
provide the projected ILOS Cost Percentage
specific to that ILOS, and a description of the data,
assumptions, and methodologies used to develop
it.
(i1) For all ILOSs that are expected to have a non-
material impact on the rates, the actuary may
group those ILOSs together and provide a
description of why the ILOSs were not considered
to have a material impact, as well as the projected
ILOS Cost Percentage of all non-material ILOSs
combined, and a description of the data,
assumptions, and methodologies used to develop
this projected ILOS Cost Percentage.
(c) A description of how the ILOSs were taken into
account in the development of the projected benefit
costs, and if this approach was different than that for
any of the other services in the respective category of
service. 27 Part 438, subpart K applies the parity
standards of the Mental Health Parity and Addiction
Equity Act to Medicaid managed care plans consistent
with the requirements of section 1932(b) of the Act.
(d) For inpatient psychiatric or substance use disorder
services provided in an IMD setting, rate development
must comply with the requirements of 42 CFR §
438.6(e) and the data and assumptions utilized should
be described in the rate certification. The costs of a
short term stay in an IMD as an ILOS must not be
used in rate development. See Section I, Item 3.A.iv of
this guide.

Kansans United Page 11 of 134 Cost Proposal (Tab 2)
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2023-2024 Medicaid Managed Care Rate Setting UnitedHealthcare Response
Guide

vi. The rate certification must describe how retrospective | Not applicable.
eligibility periods are accounted for in rate development,
including but not limited to:
(a) The managed care plan’s responsibility to pay for
claims incurred during the retroactive eligibility
period.
(b) How the claims information are included in the
base data.
(c) How the enrollment or exposure information is
included in the base data.
(d) How the capitation rates are adjusted to reflect the
retroactive eligibility period, and the assumptions and
methodologies used to develop those adjustments.

vii. The rate certification must clearly document the Not applicable.
impact on projected costs for all material changes to
covered benefits or services since the last rate
certification, including, but not limited to:
(a) more or fewer Medicaid State plan benefits
covered by Medicaid managed care;
(b) any recoveries of overpayments made to providers
by managed care plans in accordance with 42 CFR §
438.608(d);
(c) requirements related to payments from managed
care plans to any providers or class of providers;
(d) requirements or conditions of any applicable
waivers; and
(e) requirements or conditions of any litigation to
which the state is subjected.

viii. For each change related to covered benefits or Not applicable.
services, the rate certification must include an estimated
impact of the change on the amount of projected benefit
costs and a description of the data, assumptions, and
methodologies used to develop the adjustment.
(a) Any change determined by the actuary to be non-
material can be grouped with other non-material
changes and described within the rate certification,
provided that:
(1) The rate certification includes a list of all non-
material adjustments used in the rate development
process.
(i1) The actuary must give a description of why the
changes were not considered material and how
they were aggregated into a single adjustment.
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2023-2024 Medicaid Managed Care Rate Setting UnitedHealthcare Response

Guide
(ii1) The rate certification provides a description of
where in the rate setting process the adjustments
were applied.
(iv) The rate certification documents the aggregate
cost impact of all non-material adjustments

Attachment 9, Section 3.c — Non-Benefit Components
The bid rate includes specific consideration for general administrative expenses, care
coordination expenses, profit and risk contingency, and the legislatively directed privilege fee.

In order to develop our projected administrative costs for CY 2025, we first performed an
analysis of the cost of administrative roles and responsibilities that were consistent between both
our existing managed care contract and the roles and responsibilities outlined in the RFP. The
incremental projected costs related to new administrative requirements were calculated
separately. Each functional support area within UnitedHealthcare provided a projection of future
CY 2025 staffing levels and internal expenditures related to the administrative support role
provided. For the required staffing, we used internal salary data and anticipated salary inflation
to project administrative costs under this contract. We performed a detailed comparison of the
results of this process to UnitedHealthcare’s historical administrative costs and found the results
to be reasonable. We adjusted the administrative costs resulting from this process to reflect the
statewide population distribution consistent with RFP requirements.

New administrative requirements were introduced under this RFP. We include a projection of the
incremental administrative expenses for each item identified below. For each item our projection
is based on the anticipated staffing and average salary requirements necessary to complete each
function.

= 4 new key required roles including Workforce Development Manager, Oral Health Manager,
Program Integrity Manager and SIU investigator with an estimated $0.41 PMPM impact.

» New provider requirement that MCOs shall establish the criteria for providing one on one
assistance, subject to State written approval. At a minimum, the Contractor shall contact a
Provider if the Contractor has or will deny 25% or more of the Provider’s Claims within a
rolling ninety (90) Calendar Day period. The estimated impact across departments is $0.44
PMPM.

Care Coordination expenses were developed first for care coordination requirements consistent
between both our existing managed care contract and the roles and responsibilities outlined in the
RFP. Our clinical team provided an estimate of the care coordination staffing levels required to
comply with the requirements of the contract and provide appropriate care for our members.
Expenses for these staffing levels is based on a review of salary and compensation requirements.
This amount is calculated separately for each population. The final bid rate reflects the statewide
average mix consistent with RFP requirements.

New care coordination requirements were introduced under this RFP, for which we project
additional care coordination expenses. The new contract requires 1:40 ratio for high-risk
maternity, 10 day HRA turnaround time with certain in-person requirements, more frequent LTC
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contact rates for call and in-person visits, and finally new tier requirements for Foster Members.
The estimated impact for these changes was $3.39 PMPM. This impact reflects differing levels
of additional care coordination expenses by population and aggregates those expenses using the
statewide mix assumptions required by the RFP. For each population, this estimate is based on
the additional staffing required to provide the additional required care coordination and a review

of salary and compensation requirements.

Assumptions related to profit and risk contingency (1% of total capitation) and the legislatively
directed privilege fee (5.77% of total capitation) were provided by Optumas and remain

unchanged.

Responses to 2023-2024 Medicaid Managed Care Rate Setting Guide
2023-2024 Medicaid Managed Care Rate Setting

UnitedHealthcare Response

Guide

1. The rate certification and supporting documentation
must describe the development of the projected non-
benefit costs included in the capitation rates in enough
detail so CMS or an actuary applying generally accepted
actuarial principles and practices can identify each type of
non-benefit expense that is included in the rate and
evaluate the reasonableness of the cost assumptions
underlying each expense in accordance with 42 CFR §
438.7(b)(3). To meet this standard, the documentation
must include:
(a) A description of the data, assumptions, and
methodologies used to develop the projected non-
benefit costs, and in particular, all material items in
developing the projected non-benefit costs.

The data, assumptions, and
methodology used is provided
above.

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

A description of projected
expenses related to new
administrative and care
coordination requirements
introduced in this RFP, including
the methodology to develop
project expenses, is described
above.

(c) Any other material adjustments must be described
in accordance with 42 CFR § 438.7(b)(4), including:
(1) A description of the data, assumptions, and
methodologies used to determine each adjustment.
(i1)) Where in the rate setting process each adjustment
was applied.
(i11) The cost impact of each material adjustment.

Not Applicable.

ii. States and actuaries should estimate the projected non-
benefit costs for each of the following categories of costs:
(a) administrative costs;

Each listed item is addressed
above. For items (b) and (c) we
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2023-2024 Medicaid Managed Care Rate Setting UnitedHealthcare Response
Guide
(b) taxes, licensing and regulatory fees, and other relied on assumptions provided
assessments and fees; by Optumas.

(c) contribution to reserves, risk margin, and cost of
capital; and

(d) other operational costs associated with the provision
of services identified in § 438.3(c)(1)(ii) to the
populations covered under the contract.

1ii. Actuaries should disclose historical non-benefit cost We reviewed our internal costs as
data in the certification to the extent this information was | described above relative to the
provided by the managed care plan(s), and explain how general admin and care

the historical non-benefit cost data was considered in the coordination amounts included in
non-benefit cost assumptions used in rate development. this bid rate.

Attachment 9, Section 3.d — Rate Adjustments

UnitedHealthcare made further adjustments to projected medical costs for various managed care
assumptions detailed below. In aggregate, the 3 items detailed below account for a 0.43%
reduction to expected CY 2025 medical costs. Additionally, Optumas included adjustments
related to Hep C and the generic dispensing rate. We made no changes to the adjustments
calculated by Optumas. No additional program adjustments were made to this bid. It is our
understanding that the impact of additional program changes not included in this bid will be
accounted for in the Final Actuarially Sound Rate Range developed by Optumas.

Managed Care Assumptions

Potentially Avoidable Complications

Consistent with Optumas’s rate development model for CY 2024 and earlier, we have included a
managed care savings adjustment for costs in the base data related to Potentially Avoidable
Complications (PACs) as determined by the Care Improvement Opportunity Tool (CIOT) tool.
CIOT defines PACs as deficiencies in care that cause harm to patients, and account for a
significant percentage of spending on chronic conditions and acute hospitalizations and
procedures. We relied on the extensive analyses identifying potential managed care savings
performed by Optumas and CIOT in calculating our adjustment factor. The final adjustment
included as part of our rate model is the average of the adjustments applied to Optumas as part of
CY 2023 and CY 2024 rate setting. These adjustments are applied uniquely by both population
and COS, applied only to the following COS:

» Physical Health — Inpatient

Physical Health — Outpatient ER
Physical Health — Outpatient Non-ER
Physical Health — PCP

Physical Health — Specialist

= Mental Health — Inpatient

In total, PACs accounted for a 0.31% reduction to expected CY 2025 medical costs.
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Humira

With biosimilars now becoming available, we reviewed the opportunity for managed care
savings by steering Humira utilization towards its less costly alternative. When a new-to-market
drug is co-preferred, providers are less likely to alter prescribing habits without some type of
consistent intervention. We reviewed the proportion of monthly Humira experience that is the
result of new starts, under the assumption that that is where redirection is most likely to take
place and assumed that members already stable on Humira will be less likely to change to a
biosimilar without provider intervention. Over time, we expect biosimilar utilization to
increasingly account for this utilization, significantly driving down the overall unit costs for
these medications.

Savings from driving Humira utilization towards biosimilars is expected to contribute 0.03%
savings to CY 2025 medical expenditures.

Whole Health Engagement

In 2024, UnitedHealthcare will launch our Whole Health Engagement (WHE) program in
Kansas. WHE provides comprehensive and holistic management of members diagnoses with
serious mental illness (SMI) or substance use disorder (SUD). WHE increases the use of
community providers and resources such as crisis services to make sure members receive care in
the right setting at the right time to improve their quality of life and stability in the community.
As a result of this program, we project a decrease in utilization of both mental health and non-
mental health services. In our rate build, we project that this program will drive a 0.09% decrease
in projected benefit costs.

Responses to 2023-2024 Medicaid Managed Care Rate Setting Guide
2023-2024 Medicaid Managed Care Rate Setting UnitedHealthcare Response

Guide

In the Attachment 9, Section 3.b - Trends section of this letter we respond to the required
documentation items for Section 3 Projected Benefit Costs and Trends of the 2023-2024
Medicaid Managed Care Rate Setting Guide. These responses relate to both the “Trends” and
“Rate Adjustments” section of this letter.

Attachment 9, Section 3.e — Medical Loss Ratio
Not applicable, per instructions.

Attachment 9, Section 3.f — Risk Adjustment

Not applicable, per instructions. The bid rate was developed assuming a normalized base risk
adjustment factor of 1.0.

BB Kansans United Page 16 of 134 Cost Proposal (Tab 2)



i UnitedHealthcare Community Plan of Kansas
nite
KanCare Medicaid & CHIP Capitated Managed Care
Healthcare

RFP Number: EVT0009267

Actuarial Signature

I, Jacob Kerner, Actuary at UnitedHealthcare and Member of the American Academy of
Actuaries (MAAA) and a Fellow of the Society of Actuaries (FSA), have developed and
reviewed the calculations and assumptions included in this bid which complies with 42 CFR
438.4, the 2023-2024 Medicaid Managed Care Rate Development Guide published by CMS, and
all appropriate Actuarial Standards of Practice. It is my opinion that the bid rate is appropriate
for the populations covered and the services furnished by the KanCare program. I meet the
qualification standards established by the American Academy of Actuaries and have followed
the practice standards established from time to time by the Actuarial Standards Board.

The bid rates that are associated with this narrative are effective January 1, 2025, through
December 31, 2025 for the KanCare program; however these bid rates exclude several important
adjustments outlined in the RFP. We understand that the Final Actuarially Sound Rate Range
developed by Optumas will include these adjustments. The bid rates are based on a projection of
future events. Actual experience will vary from the experience assumed in the rates.

gz/wu y \

Jacob Kerner, FSA, MAAA
Assc. Director of Actuarial Services

January 3", 2024
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COS Hierarchy

UnitedHealthcare Community Plan of Kansas

CoS Hierarchy
HCBS Services 1
Nursing Facility 2
Physical Health - Outpatient ER 3
Mental Health - Inpatient 4
Mental Health - PRTF 5
Mental Health - CMHC 6
Mental Health - Professional 7
Mental Health - Other 8
Physical Health - Inpatient 9
Physical Health - Outpatient Non-ER 10
Physical Health - Dental 11
Physical Health - Indian Health Services 12
Physical Health - FQHC/RHC 13
Physical Health - Vision 14
Physical Health - Transportation 15
Pharmacy - Generic 16
Pharmacy - Brand 17
Pharmacy - Specialty 18
Physical Health - PCP 19
Physical Health - Specialist 20
Physical Health - Home Health 21
Physical Health - Hospice 22
Physical Health - DME 23
Physical Health - Other 24

RFP Number: EVT0009267
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Regional Factors

. 1
Regional Factors

UnitedHealthcare Community Plan of Kansas

Regional Factor COA JOo NE SE SG
CHIP 0.982 0.993 1.185 0.845
DD 0.965 1.021 1.076 0.887
Deliveries 1.061 0.932 0.931 1.107
Foster Care 0.989 1.106 0.925 0.930
HCBS 1.059 0.943 1.027 1.039
LTC Dual 1.076 0.961 0.977 1.027
LTC Non Dual 1.142 0.910 0.910 1.060
Medically Needy Dual 0.869 1.266 0.912 0.747
Medically Needy Non Dua 1.240 0.937 0.969 0.907
Other 0.943 1.051 1.137 0.756
Pregnant Women 0.966 1.008 0.980 1.037
TANF 0.980 1.016 1.129 0.882

! Provided for informational purposes only.

RFP Number: EVT0009267
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Rate Cell

Regional Factor COA

Autism

BCC

Children in Long Term Care (LTC)
CHIP<1

CHIP1-21

DD Dual < 45

DD Dual 45+

DD Non Dual 1-21

DD Non Dual 22+

Deliveries

FC/AS M/F <1

FC/AS M/F 1+

ICF/MR

LTC Dual - Frail Elderly

LTC Dual - Nursing Facility
LTC Dual - Physically Disabled
LTC Non Dual - Frail Elderly
LTC Non Dual - Nursing Facility
LTC Non Dual - Physically Disabled
M-CHIP

MH NF

MN Dual M/F < 65

MN M/F Dual 65+

MN Non Dual M/F

PLE PW <30

PLE PW 30+

SED

SPDN MN Dual M/F < 65
SPDN MN M/F Dual 65+
SPDN MN Non Dual

SSI Dual M/F < 65

SSI Dual M/F 65+

SSI Non Dual M/F< 1

SSI Non Dual M/F 1 -21

SSI Non Dual M/F 22+

HCBS

Other

Other

CHIP

CHIP

DD

DD

DD

DD

Deliveries

Foster Care

Foster Care

Other

LTC Dual

LTC Dual

LTC Dual

LTC Non Dual

LTC Non Dual

LTC Non Dual

TANF

Other

Medically Needy Dual
Medically Needy Dual
Medically Needy Non Dual
Pregnant Women
Pregnant Women

HCBS

Medically Needy Dual
Medically Needy Dual
Medically Needy Non Dual
Medically Needy Dual
Medically Needy Dual
Medically Needy Non Dual
Medically Needy Non Dual
Medically Needy Non Dual

TA HCBS
TAF+PLE<1 TANF
TAF+PLE1-21 TANF
TAF 22+ TANF
TBI HCBS
WORK Other
Working Disabled M/F All Ages Other
KanCare RFP
Cost Proposal (Tab 2)



Rate Relativity

UnitedHealthcare Community Plan of Kansas

CY23 Statewide Rate
Population A
Relativity
Autism 1.052
BCC 2.752
Children in Long Term Care (LTC) 6.689
CHIP<1 0.860
CHIP1-21 0.241
DD Dual < 45 7.503
DD Dual 45+ 9.441
DD Non Dual 1-21 5.028
DD Non Dual 22+ 8.592
Deliveries 7.580
FC/AS M/F <1 1.387
FC/AS M/F 1+ 0.851
ICF/MR 10.145
LTC Dual 6.430
LTC Non Dual 8.110
M-CHIP 0.266
MH NF 7.790
MN Dual M/F < 65 1.058
MN M/F Dual 65+ 1.029
MN Non Dual M/F 2.495
PLE PW < 30 0.288
PLE PW 30+ 0.347
SED 2.299
SPDN MN Dual M/F < 65 0.248
SPDN MN M/F Dual 65+ 0.089
SPDN MN Non Dual 2.619
SSI Dual M/F < 65 0.470
SSI Dual M/F 65+ 0.215
SSI Non Dual M/F< 1 4.147
SSI Non Dual M/F1-21 1.199
SSI Non Dual M/F 22+ 2.339
TA 15.680
TAF+PLE< 1 1.441
TAF+PLE1-21 0.231
TAF 22+ 0.598
TBI 6.316
WORK 3.030
Working Disabled M/F All Ages 0.943

! Provided for informational purposes only.
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COA Crosswalk

Major COA Crosswalk

UnitedHealthcare Community Plan of Kansas

MN Non Dual M/F

PLE PW < 30

PLE PW 30+

SED

SPDN MN Dual M/F < 65
SPDN MN M/F Dual 65+
SPDN MN Non Dual

SSI Dual M/F < 65

SSI Dual M/F 65+

SSI Non Dual M/F< 1
SSI Non Dual M/F 1 -21
SSI Non Dual M/F 22+
TA

TAF+PLE< 1
TAF+PLE1-21

TAF 22+

TBI

WORK

Working Disabled M/F All Ages

Rate Cells Major COAs
Autism LTC-HCBS
BCC Other
Children in Long Term Care (LTC) Other
CHIP <1 CHIP
CHIP1-21 CHIP
DD Dual < 45 /DD
DD Dual 45+ I/DD
DD Non Dual 1-21 I/DD
DD Non Dual 22+ I/DD
Deliveries Deliveries
FC/AS M/F <1 Foster Care
FC/AS M/F 1+ Foster Care
ICF/MR LTC-NF
LTC Dual - Frail Elderly LTC-HCBS
LTC Dual - Nursing Facility LTC-NF
LTC Dual - Physically Disabled LTC-HCBS
LTC Non Dual - Frail Elderly LTC-HCBS
LTC Non Dual - Nursing Facility LTC-NF
LTC Non Dual - Physically Disabled LTC-HCBS
M-CHIP TANF
MH NF LTC-NF
MN Dual M/F < 65 Duals
MN M/F Dual 65+ Duals

MN & SPDN Non Dual
Pregnant Women
Pregnant Women
LTC-HCBS

Duals

Duals

MN & SPDN Non Dual
Duals

Duals

Disabled Non-Dual
Disabled Non-Dual
Disabled Non-Dual
LTC-HCBS

TANF

TANF

TANF

LTC-HCBS

Other

Other

RFP Number: EVT0009267
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' Unlted UnitedHealthcare Community Plan of Kansas
Healthcare KanCare Medicaid & CHIP Capitated Managed Care

RFP Number: EVT0009267

Exhibit 1-3 — Rate Estimate Form
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