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Committee Meeting Notice
HOUSE OF REPRESENTATIVES

Health & Human Services Committee

Start Date and Time: Wednesday, September 21, 2011 01:30 pm
End Date and Time: Wednesday, September 21, 2011 03:00 pm
Location: Morris Hall (17 HOB)

Duration: 1.50 hrs

Update on implementation of CS/CS/HB 7095 (Ch. 2011-141, Laws of Fiorida) related to controlled
substances :

Update on implementation of CS/HB 7107 (Ch. 2011-134, Laws of Florida) and CS/HB 7109 (Ch. 2011-135,
Laws of Florida) related to Medicaid

Presentation on Achieved Savings Rebate and Medical Loss Ratio

NOTICE FINALIZED on 09/14/2011 16:10 by Iseminger.Bobbye

09/14/2011 4:10:36PM Leagis ® Page 1 of 1



Update on Implementation
Of CS/CS/HB 7095



TT0C 'T¢ Jaquiaidas
93JlWWI0)D SaJIAI8S uewnH pue YyjeaH

SaAleIuUasalday Jo 3SNOH eplio|

UljeaH Jo 1uawyredaq epuoj4
sbnig uonduosaid 01 bune|ay




:

GLIVAH

5
g
i

addeid jJo spiepuels
suonenbay
(pameg oy}
sjioday Apajienty

. .-E_u_n._.._ﬂ._#_..r L Mﬂ_u._.m.,-un_ :
‘spuswuaginbay Buppuieg siauoiiioeidd SBSELINg
aupusieEnd pus - ] ﬂ:—nﬂ_ﬂn_n_n P . syue|g x4
fauabiaws yijeay 3 gngd renman s OOl J1BLIBIUNGT
dwad

sappeuseyd

siaded aaisbpagdg
sayjeuad Bujjenuapal)
(sHD) - si1oynqisiqg
yioday uonnguasig s ajesajoym

siainjoejnuey

XO0gT001L IW31SAS NOILLNEIYL1SIA DNYA S.vYaldo1d




———

VYOW

aouDInssy AOND [D3Paw
o uoisiAg

_ HO INHWLAVdEAd VATHO 1

37d4 0} UsAI9) 1817
Jauonnoeld Buisuadsiq

Aouabiawg yjesH olqnd LL0c/ee/9 S19]es3[0UM
paJejoag Bunasy Buluue|d IM1o
|elauac) uoabing aleig uonelsadO 37Q4/HOA Bunssiy Buluueid HEMISIN HOA
Bunesy Buluue|d uonesado 37a4/HOA L10¢/12/S
LL0Z/LIL 1102/02/9
uonelsado 3704/HOA L10¢2/9/9
1102/0€/9
L10¢/S/.L 1102/9¢/S
LLOg/L] L102/L/9
UyleaH dljland 0} Jealy | iseyesls) ayy buisod
paunueseno siauonnoe.d Buisuadsiq o s padojers@ HOA 04Ul SOOHV
sHun ebesoq §'6.5'50} LLOZ/EZ/9 - L10Z/6/9 pajsanbay
uopeladQ aunpuesenp 1102/9¢/S
L10¢/S/.L
\. J

V
slauonijoeld Buisuadsiq 0} s1epe 00 J8AQ 1o AleAlleg-pueH

1102/62/9 - 1102/9/9
Jousanon Ag paubis 660/ gGH

1102/€/9

auljaw| uonesadQ aunuerend
22aUurISqNS pa||0iu0) ¥ Aouabiawg yieaH 21ignd




———

aouDInssy AOND [D3Paw

A H0O INHWLHVdHA VATHO T
o uosing

uoljewojul uonodadsul Jsuonnoeld Buisuadsiq .
loIAeyaq snoloidsns Jo suodal Jusawalliojus meT .
Buiseyound snoioidsns Jo suodal I9[eSS|OYA e
suolne|oiA Buisuadsip Jo Bulquosaid aoueisgns pajjonuod jo Aloisiy ureldwod .
'Sl010eH 1IBYIQ e
S9JIAIBS [eDIPBIA JO JBuuely e
Sjunowy aseyaind o
aouel|dwOoD-UON JOMSIY

siauoinoeld buisuadsiq Jo uonedlnuap| 1o) euaidd

uolretadO aunuerend
aourISqQnNS pajjonuo)d % Aduablaw3 YyeaH 21ignd




———

VOW alealll

aouDInssy AOND [D3Paw
o uoisiAg

_ HO INHWLAVdEAd VATHO 1

asuunsg
‘sy00.g uyor JoIyd

yoeag wjed
‘meyspelg o1y Jluays so|deN ‘I8|YdSaM WOl JBIyd
v eloseles ‘1yBiuy Wol ylays

SI9AN 1104

Bingsialad "1S ‘uowreH %anyd Jaiyd

ybBnologs|iiH ‘999 pIreq H1IBYS
Sled J91uIM ‘As|rey naig Je1yd

; Aegedwel
ajoulwas ‘Jabuljs3 uoq J1Iays =\

opuerio

@asseye|jel ‘sauor siuuaq Jaiyd
elqwn|o) ‘Ia1uny YJen Jiays

dosseqe|el K110 eweued ‘Usng ueA uyor Jaiyd

Aeg ‘usylay N Mueld Jlsys
e|odesuad

enyoe|y “Ir A8sinoDaeq [90r 81yd
enyoe|y ‘|jpused a1pes J1ays

3[[IAUOSY e[

slreyn-09) 92104 ayINS [euolfay




TT0Z/10/60 0 SV«

*dLA
1T0¢ 0T0¢ 600¢ 800c L0OOC 900¢ S00c¢

66E£¢T 8€C'CT

OMN_mH @@N.._V._H

0,8'9T

L0S'6T

1v0¥c

ole Ol Jes A TT0Z —S00<
S1sa.lly bnug uonduosald epuold




———

VYOW

2ouDINssY AonD [D2IPaw

PI\ HO INHWLAVdEAd VATHO 1

1o uoisiAlg
8T G¢ 609°.5¢'C TS GE G.'6£9'0.C 660'T v1i0l
S 0 981'GT8 Al 91 GZ'6G8'VST GSqT Iweln
2 0 00S'€ € 0 €6G°C G9 s18AN 14
4 0¢ 16228 L TT TTS'0C Eve edwe |
6 v 906'G.C'T LT € G'909'9. 151997 opuelo
2 0 8Tv'vT € € S'vE6'S 98 a|lAucsxoer
0 0 6T6'VE 6 T G'619'S 1S edwe]
0 2 62T'T€ 0 T 9ISV ¥9 ejodesusd
mw%wm% _Mw_w%_“w Aduaun) suodeapn SETRIVETN S|id 1Saly uoibay

TT0Z ‘ST Jequiaides

AIAIDY [euolbay
92104 9I11S 1UBwadiojugz Bniq reuoibay




———

aouDInssy AOND [D3Paw

_ HO INHWLAVdEAd VATHO 1

o uojsivg

650'828'€ 000'000°€ 650828 [elo L
¥20'8v9 €€9'eLy rv'vLT edwe |
8G8'€9T TOT'20T /G195 aasseye|[e L
89/'68T 82T'GeT 0v9'v9 ejodesuad
9TE'S9Y 062'0€€ 920'SeT opuelo

€18'88T'T vvE'/86 0.¥'T02 Iwein
Giz'9ze 681'22C 9G0'v0T 3||Inuosyoer
¥86'GYE 9TE'vSe 899°T6 SI9AN 1
000005 000'00S 0 Spun- aAIasay [e207]

[e1o| uOoNeI0||Y BNUBAIY |elduss) el m%%%ﬂw%m@mo:w:n

Sjuelc) 99Ur]SISSY
AIIISN( |[BlgpPo4 % SUOINBI0||Y 9NULALY |elau=a<) G60/.L dH




2ouDINSsY APIDND |DOIPAW
jo uoisialg

0 INFW.ILIVAEd vAraoTd

punoj auopN :[2 wpoa|
aujyduowoupAH ‘4200pu] ‘2uopodxO

sipd 4 :67 Woa L punoj auopN :22 woa|
punoj 2uoN :G[ wpoa| 7K o DUN{U2AY
2U0poIX(O ‘2Uopod0JpAH -~ punoj auopN :£2 Wpa|
" sipd 2£1°9 11T woay p2so|D :22 wpa | |oposuadb | ‘auojoupupxO
,uco_uouo.__u H 2|DPU2PNDT iy dds \Ln yog oW ‘N “auoyduowoupAH ‘pipno|iq
SJOUDW UOL|IM e [ S oy 2|Dpup||oH
.._ !Eﬁ?rf-.nll 1)
punoj auop :g] Woa| _Wf%.flﬂlrf =
yooag oundwoy _EPIEPTR O ;.M..i,___“: - .:,_uﬂw. soiden 2Uopo2AXO
punoj auopN :/1 wpba| £ ...wn_.”:.. ot . siid €GT :0T wpag

\ )\ UNoJ 2UoN :6 WD
yooag p|ai4J22Q — v punos N :6 L punoj auoN

e |/J - SU2AW 44 .
Suzyio ‘Wojozoud)y ‘duiyddows e Asghabl e - anodeun uowl, ‘g wopay
-0upAH ‘2U0J2}S04S2| ‘2UOPOIAXO B D}oSDIDS
siiid 86G°L €1 W2

2UIZDJ}2WIpUaYyd

uo4by pooOg agfieg vo R E= . siid z2gz
sJayio Woeeg csolg | ] iy WD |
‘y220pu3] ‘uipuodxO ‘auiyduaowy AT uopubuJg
sind 118t T woay . \'¥
yooag uojulog — nn.m___a. ucovﬂuo.._vJI
. . . suay4o {hl ;a. = m___. vy’
wpjozpud|y ‘2Uopod0upAH ‘2uUopo3AxO R Q Qs 1€ woa|
s|iid G"¥GG6 :9T WDy punog auopN // \ .__, b %@ punoy auop obup
suapub9 Yog W|pd 19 wp2 | ” .G WD)
auopbylaw wwEM‘_uﬂwwm.v_mcc;m; \L A41D 2poQ
‘2u12p0o) ‘auiyduowoupAH punoj auopN
DUO0U24S04S2| ‘aulwpiaydwy 2uopoyiaw - 11 WD
‘2U0p02AX( ‘2U0p0o20JpAH “auiyduowy El 15 ueg D|0ODSU2d
sind zeg’2g g woay “auiyduowoupAH _ ¥ ‘
NEL:OQ_UE .U:OUOU%XO ‘w ~ m_.rm.._m.n_

.../rﬁ._.‘ _ weca vy W
WO T
| —

)G
CFTl.“v

sid 2e€°2G :£ woay
opup|JO

de uonjeisadQ auijuerenp asuelsqng pajjosuo9




0T

_ HO INHWLAVdEAd VATHO 1

37a4 Aq 8us JO paunueren)d §' /0766 .
1018 8S19A8Y Jo) 37A4 Aq SdN 01 pauodsuel] Z/T'9 e

punod sj|id §°6/.5'G0T -

uolretadO aunuerend
aourISqQnNS pajjonuo)d % Aduablaw3 YyeaH 21ignd




YOW

1T
aoupInssy xﬁu:n.,..o _”wﬁwﬂ PI\ 40 LNSINLMVAEd VAROTT
12626 L0¥'€92'SE
AeN [udy yosey Arenugaq Arenuer o >
- 008'8. 96€'€8¢'8 m_\/_
~000'000°C
- 0G€€9l €€0'/8.°L __._Q<
e - v19'L6) ooseesy | 49BN
010z - 7e
oo 08L'LLl 769'766'S 99
i 0,9'L0€ 2L9'629'G uer
000'000°0T _M_ F —\ON o —\ON

sisnlia@ g ‘sistielpod ‘Soa ‘sal

UOPOJAXO 10 Saseydind AJUIUON~Spual |
slauonioeld epLolH




VOW &
aouDInssy AOND [D3Paw
o uoisiAg

_ HO INHWLAVdEAd VATHO 1

ATA T4 N TA4 086°'L.2'9€C

Rey dy yore Areniqa4 Arenuer

000°000°2¥ >m _\/_

068'0S9°¢Y 009'9¢6 6Y

l/ mooo.ooog Q
1 1 1 1 —L <
. 0Ey ¥0E €F 0¢€06¢ LG _
/ \ 000'000'9¥

1102 @ q
o @ / \\\ 2| oovsriey | ogreze'sy YOJEN
\ o 082°091 Gy 00%°/96'CY an_

o m| | 78098EY | 0Eg06CEY uer

110¢ 0L0¢ UIUON

UOPOJAXO 10 Saseydaind AJUIUON~Spual |
salewreyd epuol




€T

W

aouDInssy AOND [D3Paw
o uoisiAg

uonjesado ayj jo Aep ay}
UO pPaso|d uoljed0| OpUBlIQ 1B
sebesop jun 0Bg’| | leuonippe ue

psunuelenp 37404 ® HOd
eus)ll) maN Buisn suoioadsul

_ HO INHWLAVdEAd VATHO 1

L102/8¢/L
olulD Juswabeuep uled uebag
L102/v2/8 soueldwo) Buisuadsig
9 AIOjJusAu| wujuo) 0} pajs|dwod
suoljoadsu| Jsuonnoeld buisuadsiq 006
LLoc/ielie - 1L10e/L/L
L10c/Zc/6 A\ L1L0Z/LI9
LL02/L/6 :om\imF LLOg/L/L
! ! A x 1A A m !
Vv
paJidx3 18pi0 el uonoadsu| ma Joj palpdaid HOQ
Aousblawg yjesH 21qnd L1L02/S2/8 - L10Z/1L/D Aousblew3 yyesH algqnd
1102/0€/8 uononusa( 4o} 374 0} UsAID paJesg
— $92UBISONS PaJ|04U0) ||| PUB || SBINPBYIS puno [eI9UDS) UOBBING djelS
uonoadsu) Jauonioeld Buisuadsiq LLOZC/LIL

yoeag wijed |eAoy
L102/LI8

"sjun abesop G'GZ6' L GZ [eUOnIppE Ue pauljuelenb aAeY Ssiequisw 57 8240} 8ujs pue 37304
L10¢/ccl6 - L10¢/9/L

auljawl ] aunueren-1sod




———

VYOW &

aouDInssy AOND [D3Paw
o uoisiAg

_ HO INHWLAVdEAd VATHO 1

yibuans .
alep uonoesuel] e
laquinu y3q waidioay e

siaded aaubjpag
B apas
ey | e I wn -
_ “ _ ..-_-_ " b et b 1 \AH_HCG—JO .
- 9p02 Bnup [euoneN e

laguinu y3q e
590URISONS P3||01U0d A-|] SBINP3YIS JO suonngLisip pue sidiadal 11oday e
uonealdde yum sainpadsoid pue saloljod Buljenuapald JuswnNd0q e

S10INQgLISI S[esa|ouNA




———

<2 ST

2ouDunssy Ajjon) [Dopaywy A HO INHINIHVAEAd YATHOTd
4o uoisiAlg
HSO paise L slopjoyayels Aisnpu|
SR S Assnpul 9 319/ESIOUM UM 1IN
- doysylopn uonelisibay L0222/
1102/0€/9
(480) waisAg Buioday souelsgng pajj0Jiuo)
spoday Ajyjuoy bunywagng uebag auluQ aindsg e padojeasg HOA
sJ0INqLISIQ 9|BSS|0UAM L10¢/0€/9 - L1LOZ/LI9
LLoz/ L8
LLoz/LdL LLOE/9TIS
4dgd O} Jeysuel] 1o} LLozg/ L6 LL0g/L/8 LLoefiiL LLOg/LI9

EsoE:r_wmwo
+10c/edL - L1L0oc/eeli6

[

\.
v
dd490 pue vy3d AN UimISN
+102/0€/9 - LL0T/L/I9

Ansnpu) ay) 0} payoune YS9
LL0Z/LIL

aullawl ] bunioday aosuerisgnsg pPa||0u0D
10INQLISIJ =]eSa|OYMN




———

VYOW o

2ouDINssY AonD [D2IPaw
10 uoisng

_ HO INHWLAVdEAd VATHO 1

SUoRIgIYoid /B SFjRUR

‘syuswaiinbay Bunnulag
auljueiend pue s

fuabiaw3 yajeay ajqng shensnnn

dNad "

‘pPnely Ag Aoewleyd e wod) adurisqns pa||jouod e
lre1qo 01 1dwane Aue sinoy {Z Ulyim Juswadlojua me| 01 1lodal 0] sisioewseyd salinbay .

Hwiad e BulAuap Joj Spunolb jeuonippe saysi|geisy .
s10.19 Buissaosoud uondiiosald 10) ywiad e axoAal 10 Ausp 0] Aluoyine sjuels) .
Jajsuen nwiad Aoewreyd sugiyodd e
sAep 06 uIyum uonoadsul alIs-uo salinbay e
SU8a.9S punoibyoeq pue siuldiabuly saiinbay .
10 || S9INPBYIS Ul Pa1SI| S8aUrISgNS Pa||o1u0d asuadsip 0] sjuawalinbal
MaUu Japun paniwiad aq 1snw saloewseyd Allunwwod ‘210z ‘T AInC 1o sy

salorwWlieyd Allunwwo)




———

VYOW It

aouDInssy AOND [D3Paw
o uoisiAg

L1LOT ‘91 Iequisydes
O svYcl-LlAd L1-01 Ad 01-60 Ad 60-80 Ad 80-L0 Ad

000'S

TTOZ '9T Jeqwaydas — 800z ‘T AInC
2SB89 pue asealdu| o
HOQ Yim paniwliad saloeueyd Alunwwo) Jo #




YOW o1
SoUDINssy i:ﬂ.ﬁwﬂhﬂ

HO INHWILAVdEAd VATHO A

LL-0L Ad

01-60 Ad

rea A [edsi4 Ag TTOZ ‘0€ aunt — 6002 ‘T AInC
pPanss| suwiad Aoewlieyd Map JO #
yan0uddy suonedlddy Aoewueyd Jo # ‘paniaday suonedljddy Aoewleyd Jo #




2ouDunssy Ajjon) [Dopaywy A HO INHINIHVAEAd YATHOTd
o uosing

S9JI0SOH
Sal)l|loe suUOpPrYISIN

Sl i

hu:mwﬂwﬁwh““w_wﬂ:u“_naﬁ -.... . m _.m _‘—I_l _.mo _ C _ _ O i
dWad b o o~

%. Rl bl L
== S8INPad0id |[edlbing .

SUOI93110) JO Juswedaq e

sbnip reuidipaw Jo sabeyoed Arejuawidwo) e

:1d2oxa sisuonnoeld Ag seaueisgns
pPajjoayp Jo || s8|npayds Jo buisuadsip suqiyold 602 9H

siauonnoeld buisuadsig




———

VOW 0z

aouDInssy AOND [D3Paw
jo uoisAIg

_ HO INHWLAVdEAd VATHO 1

TT-ST-6 NIy TT-ST-6 NI
¢T-TT Ad TT-0T Ad 0T-60 Ad 60-80 Ad 80-20 Ad ¢T-TT Ad TT-0T Ad 0T-60 Ad 60-80 Ad 80-20 Ad

%60°17¢

%V 9¢

%95°8¢

JeaA eoasiy Aq Jauonnoeid Buisuadsip aq JeaA [eosly Aq sisuonnoeid Buisuadsip
0] Bunsanbal suoneaidde ueloisAyd mau Jo 9, ale eyl sueloisAyd pasuall| [e101 JO 9,

Spual] Jauonnoeld buisuadsig




VOW v
aouDInssy AOND [D3Paw
o uoisiAg

'TT0Z ‘T€ 1snbny 01 0TOZ ‘T Jequadag wol} ‘TT0Z ‘0€
IaquianoN AQ erep aAnoeo1al 1odal siasuadsip 18yl S1Sanbay e

Apjoam 1odali 0] palinbay e
suoine|nbal pue w>>m_ Adenlid retapa) pue arels yum Aldwod
i gt sAep ; uiyum uodai 1sny

_ HO INHWLAVdEAd VATHO 1

‘sjuswannbay bumpnuiag
supuesend pue -

fouabiawy yyjeay 21qng ens
dwad -

%.

g\ weboig butiojiuoy bnag uoydinsaig seplioly

LOIJEN|EAT |
saJue}sqng pajjoljuo)

Jo buiy ,:“ 3y au Er__ﬁ. =~

EpII0|4-21uDLy uu!

453304

welboid buuioyuo bnig uonduosaid




———

< 44

aouDInssy AOND [D3Paw

_ HO INHWLAVdEAd VATHO 1

§o uoisiAlg
eje( jusiled oi10ads Mmaip 0L
suibag uonesisibay Jauonioeld uebag uonesnsibey Jesuadsiq
-L0¢C/El0L -10c/LL
-10C/oElLL -10¢2/5¢/S
L02iLLL LLgeriiol .102/.16 L102/LI8 0g/LL L102/.19
LL/LE/B O} DL/L/ZL IO} BlR@ SAEOIOY Hodey siesuadsig
-LOZI0E/LL - .LOZILIB ﬁ
sulbag Buioday Jasuadsiq wajsAg dojenaqg o
-L0¢C/ .16 pajndax3 Joeljuo)
1 102/9¢/S

pajenuapal) pue
Suue)sibay uibaq [|Im Juswaolojug Me]  «
wojsAg 0}
§S900Y 102110 9ABY ||IM SJauojoeld
-L02/LLI0L

oul[sWl]
welbold buuoyuoy bnig uondiiosaid




2ouDINssY AonD [D2IPaw
10 uoisiAlg

PI\ HO INHWLAVdEAd VATHO 1

saseyaung

. Sjueg xy
------- e Jooid apajunos

92110r.d JO spiepuels mau yium Ajdwo) e
Juswieda@ ayy yum Jaisibay e

:0] palinbal ase ured jueubijewuou
21U0JYD JO JudBwWIeal] 3yl 10} S9IURISONS Pa||0J1U0D
aguosald oym siauonnoeid ‘ztoz ‘T Arenuer Ag

onensifay 1aguasald asueisqns paj|ouod




144

aouDInssy AOND [D3Paw

A H0O INHWLHVdHA VATHO T
o uosing

10300 [EDIP3I\ 10}
558001 [EMBUDY BUIUQ

sueIsAud ouielpod pue o1yiedoslsQ Jo4 0} POPPY UOHSAND BUIGLOSI

$S9001d [eMauay aulluQ
0} pappy uonsany Buiquosaid ~10c/i/ol
LLoe/iizi

sjsiuaq 10}
558001 [eMaUaY BuIluQ
0} pappy uonsanp Buiquosaid

sjuswainbay 560/ 8H
apn|ou| 0} Swio4 uonoadsu|

LLoe/ir L Jauooeld Buisuadsiq DN 9SInay
LLOC/LIL - L102/LI9
ZLoe/iL L LL0g/1LI19
Lz A0/ L LI0L AN rAAvE LLo2/L3 LOg/LIL

X

N
sjuswalinbay Buesiunwwon
SUOIBID0SSY 818D Y}|edH pue sishuad
19GUOS31g 0UBISGNS PAJI0AUOD) sIaUONORId Pa|lOId O} SPIEDISOd pUE SiajeT] Bulpuss
e se auljuQ Buus)sibay uibag Aepy ~10¢/1/0L - L102/L/9
sjsua pue s1suoloRId PaloId
L1L02/E/0L

18qIOS8Id SOUBISANS PBJ|0AU0D B S|
3ys/ay 4 ayeubisa( Isnpy Jauoioeld
ZLocg/LL

eyeq Aejdsiq % 199)|09 0} suoneolddy suluQ Buisinay/buneas) pue aseqejeq bulkypo
LLoz/LerZL - L 10e/L9

aullawi |
onensifay 1aguasald asueisqns paj|ouod




———

VOW =
PI\ 40 LNHNLMVAAd VAIRO L

aouDInssy AOND [D3Paw
o uoisiAg

preaipayy

THMNOJ -MLLY

S3ALVLS d41Inn

gEgg-esLll AN IIWHEEL dNEl
53uns

AAY NOLITAEVD LLL

MNYIDISAHd 1531

ssalppy 8onoseld Aewig

~auonnoesd syl Ag payuan usaq sey ajyoad siyl Ul uopEWIoIU|

L0 L 10U suooy pue | AppgeEuodsey | uopeoyaen | spew uioddy 0 R 0]
[={H[a} _“__u__H_ =6 {|m=t=la N E| (L= =18[={RFR] .__m“_ 1E _"u.m_u__m" U SpESy -.mhm.r_m.w

vidvyY 3 & E
ZL0Z/LE/S -meq uohendkg
096L/L/L Buinnoely uelsg lea
ueinisilyd J1neIpod U0ISS30l-

LZe0d  -w38aiint 4sM34o0 NYIDJISAH 1831

m unissEy, Ajpusng Sudg

ajljold Jauonnoeid

P3USepLIO|)

9|1J01d Jauonnoeid uo paAe|dsiq
S19(Q110Sald 29UrlSgNS Pal|0Jiu0)




2ouDINssY AonD [D2IPaw
10 uoisiAlg

saseyaung

sjue|g Xy
jooid yapiaunod

papinoid Si
I LUOYM 0] pue pajund sped jo Jaguwnu ayl apnjoul 1reyl
1Jodals Ajypuow wgns OS|e 1SnWw JopuaA panoidde ay| e

pagLIosald A|edi1uo.4129|8 10 IOPUBA

panoidde ue Aq paonpoud aqg pue ped uonduosaid

1004d-113J481UNOJ B UO 8Q ‘uoiew.ojul urenad aney
1SNW Sa2urISCNS Pa||0u02 Joj uondiiosald UsNLUM Y e

bunioday
Y SIOPUB A ped uonduosaid 10014-118J191un0)




LC
SoUDINSSY AJDND [OIIPOVY A J0 LNHINIEVAEd VATHO 1]
o uoisiAg
suoday
AJUIUOI\ HWQNS 0} SIOPUSA JO}
alIsgap\ 8Inoeg e padojoasq =
slopuap uonewJoyu| uoneo)ddy
panoiddy BuiAmusp| ApoInD 1oy sov4
a)Isga/\ 8|geyo.leas e paysiige}sy = slopua/\ panoiddy Jo isi
L102/Li6 - 1102/1/8 ‘O)ISOOM B paysiigesy =
siopus\, panoiddy uoneolddy Jopus e padojaraq s
pue suopeolddy Jopusp sJopua/ Buluud 000°¢ UeY) a0
Jo Bunyoel] poddng o puE SJauofjoeld YIIM PBJEDIUNWIWOD  »
aseqeleq HOQ PaYPON 1102/0€/9 - L102/L/9
L102/L/18 - L102/L/L
L10g/L/6 - AN L10g/L/9
L10¢/L/8 :mw L/L

skep 09 Jo} SluSWBINDY XY JOOId-HBHBINOD papuadsns DSS X
110Z/0€/8 - LiL0Z/S/L

(98S) |esauan) uoabing a)elS
Aq uonelejpaqg Aousbliawg
UyesH alland [eyuswaiddng

1102/G/L

v
VOHY UlM sS9001d Ssauisng
pezipiepueis e padojersq
LLOZ/OE/9 - LLOZ/LI9

$90UB)SgNS Pa||0Jju0D)

Jo Buiquosaid Joj palsinbay

sped Xy J00id-}Iapaiuno)
L102/LIL

aullawi |
sped uondiiosald Joold 118481uno




———

VOW o

aouUDINSSY AJOND [D2IPAW A H0 INSHNLEVAEA VAo L
o uoising
(+az0q [paw o aw Eeino paipds 1o peirpRuqqe sqfew)
SUEUS.INbaI LWNLLILILLSLE 3.8 3A0qe 3|dLUes Uo pegs)| ssurgesy) ped uogdioss.ad suognoed Suiqoso.d oy snstepryo AicBaesy (9
jope.ojualy s uo pajuLidaq sl Py Saumes) ALices jolsr (g uogonpakkussiRuley Yl punaibpeq teen oenig (S
Joplueasiy Aqpoudisse quinu Lpjeq R'E ieRUmsemsuopdosaudaug syep o pue uoqeuucu eged gy aedks y (b
{(AQowWHA) Buguudjosepapy {3dios =y uo pquLId eq os|e LED LORELLLIIL SILR ) BqLUNU Y BLR 10} soeds Yy (€
SopuEAE ssynLEpl Apesuiew sysid eqeydiesnbiun et Ayoey 1o Eyidsol).1o.Bucg e IdauE ESL AU JOSSEPPY [EAL (2
=SqNS SRR PNpUIsLLBqUInY Suppeg snbiuns Jopueaunidsy) (£ Aypey o [endsay o BuoppreKdauedplESy B JosweuRY L (+
MO39 NOLLVOIHID3dS HOV3E 40 STIVL3a
W3RN [ \..-v !
enpoaL & )
0 @. FUNSNED 4O ANODALYD
Q STV
ALTHMES
eyl |
CUNCHDONE x
NOLLIVHHOAI Qj. I 31va SSROAY
=T, N
AN
HIIAN ¥IQ @ i .
# v3Q
NOLLYOOT \\N | [ 3NOCH4THL | diz 3LvLS AD | SS3WAaY
WIS T/ L ALIMIDVA ¥ TVILIdSOH ¥ HINOILILOWYd 40 JWVN
NOLIYWSOIN /
HIANCSTN
O'd X} 40 JOVE W04 SNOLIVOLID3IS Qvd X4 40 AINOUd ¥C4 SNOLLYOLID3dS

o|dwes uonduasald Jooid-118)1a1unod




I!\Ilrd
2ouDunssy Ajjon) [Dopaywy Pl\ HO INHINIHVAEAd YATHOTd
o uojsivg

a3nyeld jo spiepuels
suonembay
(pieaq o)
suoday Aja=3aenh

Bt Buiodal
pue UO0I23||02 elep ‘Siuswsalinbal asueinsse Aljenb
UM aoueljdwod 1o} ajqisuodsal ueloisAyd pajeubisaq e

uolne.isibal wolj suondwaxa pappy e
suoniuljag -
SOIUlfD Juawabeurw ured
JO uolrensibal pue ul buionoeid 10} sjuswalinbal MaN e

uonensibay alulD juswabeue|y ured




———

VYOW o

2ouDINssY AonD [D2IPaw
10 uoisiAlg

PI\ HO INHWLAVdEAd VATHO 1

LLoZ oLoz 600T LLDC oLoc 600¢
G602 |G @#snoH Z.ZZ g ®euas Z9t Ig sjeuas G600l 11g =#shoH Z1ZZ 1l'g ajeusg 29t 19 syeusg
LLILIG JO SEe +0O %] 0 LO rO €0 LL/L/6 O se +O €0 o0 1O YO €0
cl-LL Ad LL-0L Ad LL-01L A4 LL-0L Ad LL-0L A4 0160 Ad aL-60 Ad L0 ckokl Ad LL-01 Ad k0L Ad k-0 Ad LEOL Ad 0160 Ad 01-60 Ad 0
V6
%ZE ¥ %ST %89 TES %98 - 00 00c
d\ 4\ v v g\ 4\
- 00F (0]0)74
- 009 002
- 008 008
Slo 176
000't re6 | ev6 000}
Ao Y % NIOV %
lea A [easiq Aq suonedijddy lea A [easiq Aq
olullD 1uBwabeue|n ured panoiddy Jo # [e1o0 ] SoIUl|D JuBwabeur\ ured palalsibay Jo # 10

1TO0Z ‘. Jeqwaidss — 010¢ ‘T Arenuer
suonessibay auID juswabeue ured




———

VOW e

soupinssy Aponi |DoIpaw LLOZ 0LOz 6007 A H0 LNENINVdHEAd VATHO L
jo uoisiMg GBO/Z lIg @SNOH ¢l¢Z 1lg ojeuas 9% llig feuss
LL/Z1/G40 se
IOZL-LL A4 PO 110 Ad €O LL-0L A4 €O LL-0LA4|LOLL-0l Ad #OO0L-60 A4 €O 0L-60 Ad 0
[ | B
8¢
%64
00l
361 00¢
00€
(8]0

TTOZ ‘2T Jeqwardas — 0T0Z ‘T Arenuer
N 10 J %

lauend Ag sainso|D JiulD usawabeuey ured Jo #




———

VYOW &

aouDInssy AOND [D3Paw

_ HO INHWLAVdEAd VATHO 1

816 861 el el 6L€ 66 9 8¢ -
oz | | ¢ | sz | o 0 0 | e
L9V ¢9 LCl 101 06 €o 0 0 sty
wo m @ m —\ N @ @ wN >_¢>__“N_%w\””_m_sv<
6 14 14 0 ! 0 0 0 ooy
vel 8¢l 0 L F 0 0 0 M non
LLICLI6 ainso|)
[ejol 0} ZI-L1 Ad VO LL-0LAd | €OLL-0LAd | COLL-OLAd | LOLL-OLAd | YO 0L-60 Ad | €D 0L-60 Ad 10} Uosedy

) A [e3SIH4 AQ Saunso|D J1ulD uawabeue|y ured




———

YOW -
aouDInssy ruuamw _”wﬁwﬂ
000'Z 00S'T 000'T 005 0
481 ﬂ eISN|OA
129 J ajoulwas
mmmﬂ elOSRIES
ova esoy ejues
e _wccOn 1S
o
4Ly ﬂ seflauld
Tl B ooeec
e 0p6 yoeag wjed
0¢c ] ©|099S0
1l ¥8E'T abuelO
el E esoo[e)0
- t nesseN
L h UoLEe
ZiT
INa iw&mcm_\/_ -

000°¢

00S'T

000°T

Ay

[474°

4 99

(@)

DT
o I e

O P 010100sI1

67

¥ N o, oS

veH FEmEE e ©\Nd

D0g’

eIqWIN|0D

12
T I ‘211100

=

[43

14

94

snaD

9TOT

P8

plemo.g

Hmﬁ pienaig

N ; enyoey

TTOZ ‘0g @unCc—TTOZ ‘T |Mdy =osssin] TOZ ‘TS Y2IBN — TTOZ ‘T Atenue m

joday Apalien

\%::oo Aq J1g1end Ag sijusined

oN JO #

o101|D Juswiabeuejy ured




———

YOW &
DU Apony H0O LNHWIEVdEAd VATHOd
SOUDINSSY —G_MMMNH F\
000'T 008 009 0oV 002 0 000'T 008 009 00V 002 0
|
¢ |eisnjon mwi uoa
V1 sjouiwas MHNL 997
m elOSeIes m aeT
£ [esoy erues ezt icm:ohgm:f
¢ | suuor 1s S6¢ Jmﬁ&mowm
13104 mmmi feAng
© Isejouid fe< RS o po ey
pS j oosed rIQWINOD
TS l uoesd uired "5 {0100
BV J ©|099SO 0z L\om_o
v29 1%590 9 |SMHO
vvom BSoo=0 ﬁ anojeyd
68 l nesseN 266 premoig
uoLe plenaig
L
o9leUe|N 8 enyoelyy
[x] _ [<]

TTOZ ‘0E aunc —TTOZ ‘T |LUdy

Aun
oday

Al

Aq 1auend Ag siuaned arels
aren 21Ul|D JUuswa

T 07 ‘T€ Y2JeN — TTOC ‘T Arenuer

Aoing Jo
BUB|A\ Uled




2ouDINssY AonD [D2IPaw
10 uoisiAlg

Ge

PI\ HO INHWLAVdEAd VATHO 1

sAkep 6'/6—6'16

shkeq GZz—-6T

sAep 6'GTT

sbuines awil |

1006J1e |

ualiin)d

uoneulwex3

leaisAyd pue [eius|y |odwo) 03 1aplQO 10 ‘SsaulIp\ adx3
‘uolrebnsanul reruswa|ddng alsinbay 10N 0Q eyl sase) T Alliolid

19b1e | Juswanoidw| uondy Adusblaw3




YOW

2ouDINssY AonD [D2IPaw
10 uoisiAlg

9€

TTOZ ‘9T Jequeidas
J0 SV ZT-TT Ad TT-0T Ad 0T-60 Ad 60-80 Ad 80-20 Ad

’H lo

— 00T

—00¢

00¢

001

les A [easiq4 Ag
suondy Aouabisw3 ||V JO #




2ouDINssY AonD [D2IPaw
10 uoisng

L LOZ ‘9l Jaqusidss
0 sy Zl-LL Ad

| o

gL

LL-0L Ad

LE

01L-60 Ad

60-80 Ad

80-2L0 Ad

€

-GC

- 0S

-G/

00l

suol)oy Ateundiasiq Iy R

86

suol)oy Aoduabiowg NN

Gcl

I A [eaSIH4 AQ Saaurisqns pajj01uo) Jo bulqliosaid-areudoiddeu
pue -1aAQ 0] pale|ay suonay Aoduabisw3 7 Areuldiosiq Jo #




———

VYOW &

aouDInssy AOND [D3Paw
o uoisiAg

_ HO INHWLAVdEAd VATHO 1

suonduosaid Jus|npned
10 1JBY) J0J 1UBWISII0JUD Me| 0] S1I0dal JO#

suonoe Aouabiowa JO # e
suonoe Areundiosip Jo # e
sped uondiasald Jooid-118)1a1unod paAlaoal sjure|dwod JO # e
suonoadsu| JO # e paluap suoneoldde Jo# .

panssi suwJiad mau Jo#
saloew.ieyd Allunwwo)

laseyoind AQ SISpIO JO#

suonoe Aouabiowa JO # e

suonoe Areundiosip 4o # - paluap sisanbai uonesisifal Mau Jo # e
sjure|dwod Jo # e panss| suonensibal Mau Jo # e

POSO # o slauonnoe.ld Buisuadsiq

paluap suonedidde Jo # e suonoe Aouablawa JO# .

suonoe Areundiosip Jo # e
paAlgdal sjue|dwod Jo# .
SoIUlD Juswabeuel ured suonebajre pareal 560/, gH Yum swurejdwo)

suonensibal Mau JO #

pJed 1oday xog |00 ]




———

VYOW o

2ouDINssY AonD [D2IPaw
4O uojSIAIg

Pl\ HO INHWLAVdEAd VATHO 1

Xase uloo|/d4SD/sn'l} a1eis'yop gmm//:sany
:WB1SAS buiuoday aaueisgns paojjoauo) e

W03 3SJ10J8" MWW (TSSO Y R)-welbold buuoyuopy bnig uondiosaid e

xase'yareagygasases|alssald/sn|) a1e1s-yopyopsdadeiass//.dny
SaSEo|oy SSald e
suonsand) paysy Aquanbaiq .
suonedlddy JIOpusp e
UdoJeas Iopus/ panoiddy e
Bunioday JIopusp e
WY JO0J1d-]181181un0d/ebw/wod yljeayseprol) MMM
.SI0OPUS A pPed JOO.IdHa)ualuno) HOQA -
suonsand) paysy Aquanbaiq .
S99SUB2IT 0] 82UspUOdSBII0D)
s1apiO Aouabisw3 yieaH aligndg

|UY S60/gH/ebujwod yijeayseplof) WWn
:Uolfew.Ioju| [eJauds G60. 9H HOA »

S9)ISOaM pareey 560, gH




VYOW o

_ HO INHWLAVdEAd VATHO 1

sn'|}'a1eIs'yop®moaas) AanT
yzevsve (068)
agurlInNssy Alfen |edIpsA JO UOISIAIQ
UljesaH Jo jusawuedaq epuo|4
10103413 “S'IN ‘@99 "D AonT

ssuonsan®




Update on Implementation
of CS/HB 7107 and CS/HB 7109



Justin Senior Bio

On September 12, 2011, Justin Senior became the Acting Deputy Secretary for Medicaid. Mr.
Senior began working at the Agency for Health Care Administration in 2007 as the Chief
Appellate Attorney in the General Counsel’s Office. In October 2008, Mr. Senior became
General Counsel for AHCA and served in that position until becoming Acting Deputy Secretary.

Mr. Senior grew up in Gainesville, Florida, and has a B.A. in history from McGill University and
a Juris Doctor with honors from the University of Florida College of Law.

Mr. Senior began his professional career in 1996 in Ft. Lauderdale in the litigation department of
Panza, Maurer, Maynard & Neel, P.A. After his stint at Panza Maurer, Mr. Senior worked in the
Boca Raton office of Proskauer Rose, LLP. After that, Mr. Senior worked for more than seven
years in his own law office in Gainesville, Florida, where his practice emphasized federal civil
rights litigation, employment law, and appellate practice.



2011 House Bill 7107: Florida Statewide Medicaid Managed Care Program
Status Update

Overview:

On May 6, 2011, the Florida Legislature passed House Bill (HB) 7107, relating to Medicaid
Managed Care. The bill outlines a comprehensive expansion of managed care for most
Medicaid recipients throughout Florida. This program is known as the Statewide Medicaid
Managed Care (SMMC) program.

The SMMC program had two main components: (1) the Long-Term Care Managed Care
program and (2) the Managed Medical Assistance program. HB 7107 directed the Agency for
Health Care Administration (Agency) to apply for state plan amendments and federal waivers
necessary to implement the program.

The Legislation contained timelines for implementation of the SMMC, including deadlines for
public meetings, for submission of requests for federal authority, for release of invitations to
negotiate to secure health plans, and for actual program implementation.

Deadlines:
Statutorily Mandated SMMC Deadlines

LTC Component MMA Component

Allow for 30 day comment period Allow for 30 day comment period

after meeting/ before submission of after meeting/ before submission of
Public Meetings requests for federal authority requests for federal authority
Submission of Requests for Federal
Authority August 1, 2011 August 1, 2011
Release of Invitations to Negotiate July 1, 2012 January 1, 2013
Program Implementation July 1, 2012 - October 1, 2013 | January 1, 2013 - October 1, 2014

Public Meetings:

The Agency held a public meeting in each of the 11 regions created by the legislation
between June 10 and June 17, 2011.

The opportunity for public comment will continue throughout the implementation process.
The Florida Medicaid program is open to feedback from any stakeholder, including
recipients, providers, advocates and researchers. Based on feedback, Florida Medicaid
has taken advantage of opportunities to adapt and improve and will continue to do so.



2011 House Bill 7107: Florida Statewide Medicaid Managed Care Program

Status Update

Submission of Requests for Federal Authority

On August 1, 2011, the Agency submitted the required documents requesting various
authorities to implement the program. An overview of those authorities follows:

Managed Medical Assistance Program

Subject

1115 Medicaid Reform
Demonstration Waiver

+» Request for authority to mandatorily enroll the vast majority of individuals in managed

care plans statewide. This includes children with chronic conditions, children in foster

care and children who receive an adoptive subsidy, as well as Medicare/Medicaid dual
eligible recipients.

» Request for authority to allow health plans to develop customized benefit packages
targeted to specific populations.

 Request for authority to implement an Employer Sponsored Insurance program in
which maximum payment will be the Medicaid authorized premium.

1115 Medicaid Reform
Demonstration Waiver

Requests the authority to impose a $10 monthly premium on recipients enrolling in the
SMMC program.

1115 Medicaid Reform
Demonstration Waiver

Requests the authority to require a $100 copayment for non-emergency ER visits.

1115 MEDS AD
Demonstration Waiver

* Premium option for Medically Needy population

+ Seeking 1115 authority to require a premium not to exceed share of cost after the first
month of qualifying as a medically needy recipient and enrolling in a plan. The recipient
would pay a portion of the monthly premium equal to the enrollee’s share of the cost.

+ Continuous Enroliment —seeking 1115 authority to provide Medically Needy recipients
with continuous enrollment for up to six months.

» Seeking state plan authority relating to cost effective methods for employer-based
group health plans

* The Health Insurance Premium Payment Program (HIPP) program will enable
Medicaid recipients to participate in employer-sponsored insurance.

+ The Medicaid MCO capitation payment that would have been paid for a Medicaid
recipient will be used to pay the recipient’s share of their employer-sponsored health
insurance.

« Medical services that are not covered by the recipient’'s employer-sponsored health
insurance will be submitted to Medicaid by the Medicaid provider. Medicaid will pay the
provider up to its allowable amounts. This is known as wrap-around services.

New Waiver (1915 b/c
combo)

The Agency is seeking a 1915(c) waiver from federal CMS for the authority to identify
and allow qualified individuals to receive home and community based care services in
lieu of nursing home care services. AHCA will also be seeking a 1915(b) wavier for the
authority to enroll individuals in managed care plans statewide, and to allow for
selective contracting of those plans.




2011 House Bill 7107: Florida Statewide Medicaid Managed Care Program
Status Update

Timeline for Requests for Federal Authority to Implement the SMMC program
1915(b)/(c) and state plan amendment have three 90 day periods:

= The Agency submitted its 1915(b)/(c) waiver application and state plan
amendment on August 1, 2011. Starting on that date, CMS has 90 days
to review these materials and approve, deny or request clarification

= Upon receiving CMS’ response, the Agency has 90 days fo respond.

= Once CMS receives the Agency’s completed responses, they have 90
days to make a final decision.

=  CMS must approve sate plan amendments that comply with federal
Medicaid law.

1115 waivers have no time periods to which either CMS or the Agency must comply.



2011 HB 7109: Report on Realignment of Administrative Resources of the Medicaid
program to Respond to Changes in Functional Responsibilities and Priorities Necessary
for Implementation of the Statewide Medicaid Managed Care program

During the 2011 legislative session, the Florida Legislature passed Committee Substitute for
House Bill 7107 (CS/HB 7107) directing the Agency for Health Care Administration (Agency) to
implement the Medicaid managed care program as a statewide, integrated managed care
program for all covered medical assistance services and long-term care services. This program
is hereafter referred to as the Statewide Medicaid Managed Care (SMMC) program.

Committee Substitute for House Bill 7109 (CS/HB 7109) was also passed by the Florida
Legislature during the 2011 session. The bill contained conforming sunset provisions, outlined
several programs ancillary to the SMMC program, established interim programs designed to
sunset with full SMMC program implementation, and required the Agency to develop a
reorganization plan in concert with the program’s transition to the SMMC program. Both bills
were signed into law by Governor Scott on June 2, 2011.

HB 7109 required the Agency to develop a reorganization plan, due to the Governor, Speaker of
the House of Representatives, and the President of the Senate by August 1, 2011, for
“realignment of administrative resources of the Medicaid program to respond to changes in
functional responsibilities and priorities necessary for implementation of HB 7107.” The plan is
required to “assess the Agency’s current capabilities, identify shifts in staffing and other
resources hecessary to strengthen procurement and contract monitoring functions, and
establish an implementation timeline.”

On August 1, 2011, the Agency submitted the required report, which contained an initial
assessment of the likely administrative changes and the anticipated resulting realignment of
administrative resources for the Agency and the Medicaid program in terms of roles and
responsibilities that will be necessary for the transition to and full implementation of the SMMC
program in October of 2014.

The initial assessment contained in the August 1, 2011, report is intended to provide a
framework for the Agency to continuously evaluate its functional capabilities as they relate to the
administration of the Medicaid program during the transition to and implementation of the
SMMC program.

The phased nature of the managed care program implementation is a key component in
determining the staff roles and responsibilities and the Medicaid administrative structure over
the next four years as the Agency is required to simultaneously maintain operations of current
programs, establish interim (bridge) programs, and prepare for the implementation of the SMMC
program.

The report did not attempt to identify specific staffing levels in the future, but instead to provide
an analysis of the potential shifts in staff roles and functional responsibilities, to identify likely
changes in administrative focus, and to provide a discussion of current or potential gaps in
necessary skill sets.



2011 HB 7109: Report on Realignment of Administrative Resources of the Medicaid
program to Respond to Changes in Functional Responsibilities and Priorities Necessary
for Implementation of the Statewide Medicaid Managed Care program

The analysis in the August 1, 2011, report is based on a baseline assessment of current staffing
(as of June 2011), including a review of key tasks performed by all Medicaid related staff.

Those tasks were collapsed into seven broad functional categories with an indication of the
percent of resources associated with those core functions along with an assessment of the
allocation of those resources to FFS versus managed care programs. These seven functional
areas include:

Policy

Recipient Assistance
Provider Assistance
File/System Maintenance
Program Monitoring
Contracting
Administration

Based on the baseline assessment, the Agency evaluated current workload and functions
related to the current managed care and FFS programs. It is notable that the work distribution
is very similar between current managed care and FFS programs for the following activities:

Administration

Policy

Recipient Assistance
Provider Assistance
File/System Maintenance

Consistent with a survey of other states’ Medicaid managed care programs, the major shift in
transitioning to managed care is anticipated to be related to the following:

Increase in contracting

Decrease in program monitoring of FFS providers
Increase in data analysis

Increase in outreach, education and training materials

Additional review was conducted for the sunset provisions included in HB 7107 and HB 7109, to
determine the impact of those provisions on staffing levels.

Resource needs associated with maintenance of unaffected programs, bridge programs created
within HB 7107 and HB 7109, and with the development and implementation of the SMMC were
then considered.

As a result of the full implementation of the SMMCP program in 2014, enrollment in the Florida
Medicaid program is likely to shift from its current level of 47 percent enrolled in managed care
to nearly 85 percent enrolled in managed care. During the implementation period, now through
full program implementation in October 2014, the Agency will generally seek to implement the
Long-term Care Managed Care program and the Managed Medical Assistance program in the
following three phases: pre-implementation, transition, and post implementation.



2011 HB 7109: Report on Realignment of Administrative Resources of the Medicaid
program to Respond to Changes in Functional Responsibilities and Priorities Necessary
for Implementation of the Statewide Medicaid Managed Care program

Since this initiative spans multiple years, the Agency is making the following initial
recommendations:

1. Increase Agency staffing and contract resources during the pre-implementation and transition
periods to evaluate current and new functions and processes to implement and monitor
contracted plans. Specific resources will be needed for data analysis, auditing, and enhanced
quality focus.

2. Develop an internal evaluation process to update the staffing analysis, as Medicaid moves
through pre-implementation and transition to the SMMC program.

a. Years 1, 2, and 3: Focus on reallocation of roles and responsibilities to manage “bridge”
needs as well as maintaining current programs and preparing for implementation of the
SMMC program, as program components are transitioned. Analysis will include the-need
to reclassify and/or request new positions to ensure the Agency has the right skill sets.
Anticipated resources and skill needs include contract compliance, data analysis and fraud
and abuse prevention and detection.

b. Year 4: Focus on transition of staff from programs scheduled to sunset to procurement
and contract monitoring functions.

3. Make annual recommendations to the Governor, Speaker of the House of Representatives
and President of the Senate utilizing current legislative proposal and budget request
processes. Specifically, the Agency anticipates annually evaluating and seeking appropriate
authority based on the following:

a. Staffing requests necessary to procure, implement and monitor interim activities,
maintain necessary activities, and implement necessary changes for transition to the
SMMC program.

b. Need for contract resources for implementation.
c. External changes that impact Medicaid enroliment and transition activities.

d. Policy and budget changes necessary for program transition.



2010 SB 1484: Extension of the 1115 Reform Demonstration Waiver

Overview:

The 2005 Florida Legislature directed the Agency for Health Care Administration (Agency),
through Section 409.91211, Florida Statutes, to implement a Medicaid Managed Care Pilot
Program. This statute directs the Agency to implement the pilot program in five Florida
counties: Baker, Broward, Clay, Duval, and Nassau.

Pursuant to this statute, the Agency requested an 1115 Demonstration Waiver to implement the
program. The federal government approved the request for a five year period from July 1, 2006
through June 30, 2011. Under an 1115 waiver, states have the option to request a 3 year
extension after the initial 5 year approval period.

On April 30, 2010 the Florida Legislature passed Senate Bill 1484. Within this bill, the Florida
Legislature directed the Agency to seek approval of a 3 year waiver extension to continue
operation of the pilot program in Baker, Broward, Clay, Duval and Nassau Counties. The
Legislature directed the Agency to submit the extension request by no later than July 1, 2010.

Request for Extension:

The Agency submitted a request to extend the pilot program to the federal Centers for Medicare
and Medicaid Services (CMS) on June 30, 2010, as well as several follow up extension
requests. The Agency currently has authority to continue the pilot program through September
30, 2011. '

On August 17, 2010, CMS advised the Agency that they would review and process the State’s
request to renew the Reform Demonstration under section 1115(a) authority, rather than under
section 1115(e) authority as originally requested by the State. By this decision, CMS notified
the state that they will request changes/ amendments to the terms and conditions of the waiver.
In addition, while there are timelines for CMS to respond to a state waiver requested under the
1115(e) authority, no timelines exist for CMS to respond under section 1115(a).  Since that
time, the Agency has been involved in ongoing discussion, provision of information and
negotiation with CMS with regard to the waiver extension.

Key outstanding issues include:

o  Whether or not CMS will require a medical loss ratio for participating managed care
plans; and
e Changes to the requirements of the State’s Low Income Pool (LIP) program.

Of particular concern is that CMS indicated that the federal Office of Management and Budget is
evaluating an early sunset date for Florida’s Low Income Pool program. CMS noted that they
and OMB are considering a sunset date of December 31, 2013. The changes in the effective
date would provide a partial year funding for LIP of $500 million during the last year of the
renewal period instead of the $1 billion annual allotment currently authorized.

Additional details regarding the waiver extension and the Agency’s interaction with CMS are
available on the Agency’s website: http://ahca.myflorida.com/Medicaid/index.shtml#reform
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Use And Abuse Of The Medical
[ oss Ratio To Measure Health
Plan Performance

This accounting tool was never intended to measure quality or efficiency.

BY JAMEs C. RoBINsON

ABSTRACT: This paper examines the use and abuse of the medical loss ratio in the contemporary
health care system and health policy debate. It begins with a survey of the ways in which the medical
loss ratio has been interpreted to be something it is not, such as a measure of quality or efficiency. It
then analyzes key organizational features of the emerging health care system that complicate
measures of financial performance, including integration between payers and providers, diversifica-
tion of payers across multiple products and distribution channels, and geographic expansion across
metropolitan and state lines. These issues are illustrated using medical loss ratios from a range of
nonprofit and for-profit health plans. The paper then sketches a strategy for improving the public’s
understanding of health plan performance as an alternative to continued reliance on the flawed
medical loss ratio. This strategy incorporates data on structure and process, service quality, and

financial performance.

HE MEDICAL LOSS RATIO SeIves as a

I Rorschach test for the American
health policy debate. In principle, this
statistic measures the fraction of total pre-
mium revenue that health plans devote to
clinical services, as distinct from administra-
tion and profit. In practice, however, purchas-
ers, providers, consumers, investors, and
regulators interpret the medical loss ratio in
quite different and mutually inconsistent
ways as measuring what they most like or dis-
like about managed care. Some view a low
medical loss ratio as an indicator of health
plan efficiency, solvency, and creditworthi-
ness. Others denounce a low ratio as proof of
quality shading, risk skimming, and profit
mongering. The debate reflects widespread
anxiety over the current turmoil and future
trajectory of the health care system as it
plunges into a brave new world of integrated
medical groups, large hospital systems, and

............................................................

diversified health insurance plans.

The great irony of the medical loss ratio
debate is that public interest in it is peaking at
precisely the moment when this obscure sta-
tistic is losing whatever meaning it once held.
In the traditional world of indemnity insur-
ance, the medical loss ratio provided a reason-
able approximation of the division of revenues
between the delivery of care, on the one hand,
and insurance functions, on the other. In the
indemnity context, insurers engaged in mar-
keting, investing, and actuarial activities but
limited their engagement with medical care to
the processing and payment of claims. Physi-
cians and hospitals incurred administrative
expenses in managing their practices and in-
stitutions, but they did not engage in signifi-
cant insurance functions.

In the rapidly emerging context of inte-
grated delivery systems and managed health
care, this once clear distinction between func-

Jamie Robinson is a professor of economics in the School of Public Health, University of California, Berkeley.
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tions has become hopelessly blurred. Insurers
now have assumed responsibility for manag-
ing the efficiency and quality of the services
they cover. Medical groups and hospital sys-
tems are assuming insurance risk through
capitation payment and are marketing their
services directly to purchasers and consum-
ers. Health plans are offering a wide range of
managed care products to a broad mix of cus-
tomers. The rapid geographic expansion of
health plans and provider systems spreads
core managerial functions and |
expenses across state lines.

[ ]

ciency it promises only if it develops meaning-
ful standards of performance to which it can

be held accountable.
THROUGH THE GILASS DARKLY

The components of the medical loss ratio are
derived from internal accounting statistics
developed by insurance companies to meas-
ure what fraction of premium revenues are
paid out in claims (“losses™). State insurance
departments gradually have required insurers
to file loss ratios as part of
their documentation of sol-

Medical loss ratios computed

“The medical loss

vency and, in regulated con-

for particular products mar- ratio has achieved texts, documentation for rate
keted to particular purcha§ers in recent years increases. The National Asso-
in particular states are subject ciation of Insurance Commis-
to somewhat arbitrary ac- aremarkable sioners (NAIC) has sought to
counting conventions. As con- amount Of standardize t'he often inconsis-
sumers, purchasers, regula- o tent accounting practices and
tors, and investors pressure pubhclty and definition of terms (for exam-

health plans to ensure that
their ratios are neither “too
low” nor “too high,” this arbi-
trariness increasingly will be supplemented
by strategic accounting manipulations.

This paper begins with a survey of the
ways in which the medical loss ratio has been
interpreted to be something it is not. It then
analyzes the key organizational features of the
emerging health care system that complicate
any attempt to measure financial perform-
ance. Finally, it sketches a strategy for im-
proving the public’s understanding of health
plan performance as an alternative to contin-
ued reliance on the flawed medical loss ratio.
This strategy is quite modest, since it aban-
dons the quest for a single measure of finan-
cial performance that is both easily interpret-
able and analytically valid. Yet it is also quite
ambitious, since it necessitates an expansion
in the data on expenses, organizational struc-
tures, and service quality that are being col-
lected by purchasers and consumer advocates.
The traditional system of indemnity insur-
ance and fragmented delivery lacked eco-
nomic accountability and is collapsing under
its own weight. The new system of integrated

financing and delivery will deliver the effi-

even notoriety.”

S R

ple, what counts as an “admin-
istrative” expense). The avail-
able data on medical loss
ratios, which are collected from state agen-
cies, suffer from the inconsistent nature of the
underlying insurer reports, the limits of audit-
ing standards, and the incomplete adoption of
NAIC guidelines. Public access is difficult and
time-consuming, since the information typi-
cally is neither centralized nor provided in
electronic format.

Despite the difficulties in access and inter-
pretation, the medical loss ratio has achieved
in recent years a remarkable amount of pub-
licity and even notoriety. Some provider and
consumer groups have accused health plans
with low medical loss ratios of skimping on
the quality of medical services. Critics of the
health care system have used low medical loss
ratios as an index of administrative waste. In-
vestors have used low medical loss ratios in a
quite different manner, as an indicator of fi-
nancial solvency, creditworthiness, and po-
tential profitability.

B QUALITY OF CARE. The medical loss
ratio is often referred to in discussions about
health care quality, with the implicit if not
explicit inference that a low ratio indicates
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underprovision of needed services. By exten-
sion, a high ratio indicates good quality of
care. For example, a consumer-oriented re-
port advocates use of the medical loss ratio as
a “reliable measure™ of the “level of service”
provided by health maintenance organiza-
tions (HMOs) and advocates particular atten-
tion to the ratios of for-profit plans. “The es-
sence of the problem is this: by rationing care,
HMOs achieve lower expense ratios thereby
leaving a larger slice of the pie for profits.™
Physician organizations have assailed low
medical loss ratios as indicators of reduction
in the quality of care provided to enrollees and
sponsored legislation mandating minimum
ratios.” This sentiment has been echoed by
some consumer advocacy organizations.’
This is politically the most volatile and
analytically the least valid use of the statistic.
The medical loss ratio is a ratio of medical
expenditures to insurance premiums. High
ratios can be achieved either through a large
numerator (high medical expenditures) or
through a small denominator (low insurance
premiums). The medical loss ratio, as a ratio
of the two, can be measuring the impact of
medical market competition on expenditures
or of insurance market competition on premi-
ums. For example, a statistical analysis of
medical loss ratios in three states found that
administrative loss ratios were higher (and
medical loss ratios were lower) in plans that
relied extensively on capitation rather than on
fee-for-service; this difference was attribut-
able solely to the lower total premiums
charged by the capitation-oriented plans (the
denominator of the medical loss ratio) rather
than to differences in administrative expenses
per enrollee.* Moreover, neither premiums nor
expenditures by themselves indicate quality of
care. More direct measures of quality are avail-
able, including patient satisfaction surveys,
preventive services use, and severity-adjusted
clinical outcomes. Although each of these is
limited in scope, they at least shed light on
quality of care. The medical loss ratio does not.
M MEDICAL EXPENDITURES AND AD-
MINISTRATIVE WASTE. The nation is en-
gaged in a manhunt for the culprit behind ris-

ing health care costs, with the hope that the
miscreant can be eliminated without forcing
consumers, payers, and providers to relin-
quish any of the things they cherish. Consum-
ers want full coverage and unrestricted choice
without any premium contributions or cost
sharing at the point of service. Providers want
high incomes and a “hassle-free” practice en-
vironment where they can pursue profes-
sional goals without interference. Purchasers
want low premiums and no complaints from
employees and retirees. Everyone wants the
medical loss ratio to measure whether the
health plans are delivering on these mutually
incompatible demands. For some, a high medi-
cal loss ratio means that health plans are
spending lots of money on medical care serv-
ices, which is a good thing.® For others, spend-
ing lots of money on medical services is a bad
thing. In fact, the medical loss ratio does not
measure medical expenditures in any direct
form, since it is a ratio of spending to revenues.

The search for easy solutions to the health
care cost dilemma has heightened attention to
“waste.” For some, especially health care
providers, expenditures on administrative
functions such as marketing, utilization man-
agement, and financial management constitute
wasted social effort that should be minimized
if not eliminated. They interpret low medical
loss ratios as proof of administrative waste.
Others, especially health insurers, interpret
the variation in rates of medical and surgical
procedures across U.S. geographic areas as in-
dicators of inefficiency within the medical care
delivery system. They interpret high medical
loss ratios as proof of medical waste. The
medical loss ratio sheds no clear light on medi-
cal or administrative expenditures and so can-
not illuminate the much murkier issue of
medical or administrative waste.

B FINANCIAL SOLVENCY AND CREDIT-
WORTHINESS. State regulatory agencies
have traditionally been responsible for ensur-
ing the fiscal solvency of health insurance
companies and, more recently, of managed
care plans. Itis clearly a matter of public con-
cern and expectation that the premiums paid
for health care coverage will be available to
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actually pay for services when needed and not
lost to unsound investments and bankruptcy.
In a quite different context, bankers, pension
plans, and individual investors are interested
in the financial solidity of the firms to which
they offer loans and whose equity offerings
they purchase. It is sometimes claimed that
the medical loss ratio offers valuable informa-
tion to these public and private overseers of
the health insurance system.

For traditional indemnity insurance, the
medical loss ratio provided some indication of
whether medical expenses were rising in a
way that necessitated commensurate in-
creases in premiums. Some state insurance
regulators calculated allowable premium in-
creases based on the ratio of premiums to a
target medical loss ratio; if the actual medical
loss ratio rose above the target, the regulators
would allow insurers to raise premiums. This
constituted a form of the cost-plus pricing that
has undermined efficiency incentives in indus-
tries regulated along “public utility” lines.® It is
of rapidly diminishing importance as states
shift from rate regulation to competition.

The role of the medical loss ratio as a meas-
ure of future profitability for investors is more
subtle. The equity markets respond to any
piece of unexpected information. In some
well-publicized instances, unpredicted in-
creases in medical loss ratios have been inter-
preted as indicators of increased future liabili-
ties (numerator of the medical loss ratio),
thereby precipitating an equity sell-off.” A
high ratio also can be interpreted as an indica-
tor of price competition that reduces plan
premiums and revenues (denominator of the
medical loss ratio). Needless to say, more di-
rect measures of revenues, market shares,
costs, and profits are available to investors. For
example, one company developed an extensive
analysis of health plan performance based on
twenty-three measures and did not deem it
important to include the medical loss ratio.®
Key indicators of performance included mmber
of shares outstanding, earnings per share, value
of intangibles and tangible book value, price-to-
earnings ratios, price-to-tangible-book values,
total income, total debt, and year-to-year

changes in many of these measures. However,
another company included the medical loss
ratio in its extensive analysis of current and
future HMO performance.” Low medical loss
ratios are interpreted favorably as indicators
of future HMO profit potential.'®

THE NATURE OF THE BEAST

Any statistical measure will reflect differ-
ences among plans in organizational form and
economic performance. The difficulties are
particularly acute, however, for the medical
loss ratio, which directly measures the distri-
bution of revenues among administrative and
clinical functions that are organized in differ-
ent ways in different firms. Of central impor-
tance are the relationship between the health
plan and its providers (vertical structure), the
range of networks and utilization manage-
ment systems it offers (product diversifica-
tion), the range of buyers to which it markets
its services (channel diversification), and the
number of states in which it operates (geo-
graphic scope).

M VERTICAL STRUCTURE: PLANS AND
PROVIDERS. Differences in the medical loss
ratio among health plans reflect different allo-
cations of administrative functions between
plans and providers. Indemnity insurers as-
sume no responsibility for the management of
physician practices, hospital facilities, or
other health care delivery organizations. They
tend to exhibit comparatively low adminis-
trative expenses and, by extension, high
medical loss ratios.

At the other end of the organizational
spectrum is the staff-model HMO, where the
health plan directly employs its own physi-
cians and, in some cases, owns hospitals.
Whether the staff-model HMO reports a high
or a low medical loss ratio depends on how it
attributes administrative expenses to its
health plan, medical group, and hospital divi-
sions. It is possible for vertically integrated
health plans to report almost nothing for ad-
ministrative expenses (and hence report a
very high medical loss ratio).

Between indemnity insurance and the staff
HMO lies a heterogeneous mix of health plan
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types that rely primarily on contractual rather
than ownership linkages with providers but
that engage in extensive management of utili-
zation and medical expenditures. Some plans,
including preferred provider organizations
(PPOs) and independent practice associa-
tions (IPAs), contract directly with individual
physicians and perform utilization manage-
ment and quality assurance functions in-
house. These plans tend to exhibit high ad-
ministrative expenses and low medical loss
ratios on the health plan side. Other plans
contract with medical groups and delegate to
them the primary responsibility for utiliza-
tion management and quality assurance.
These network HMOs will tend to report an
intermediate level of administrative expendi-
tures and medical loss ratios, depending on
the extent of delegation.

There are important differences among
health plans in their administrative and medi-
cal expenditures. It is not clear, however, that
lower administrative expenses are socially
more desirable than higher expenses, once the
causes of the differences are understood.
Higher administrative expenditures may re-
flect a greater investment in management and
coordination of care, which reduces clinical
expenses. Administrative expenses also re-
flect the size of the provider network. HMOs
with very narrow networks (for example,
staff models that only permit enrollee access
to employed physicians) will tend to incur
lower administrative expenses. The rapid en-
rollment growth in IPA- and network-model
HMOs strongly indicates that many consum-
ers prefer broad networks despite the higher
administrative costs they incur.

B PRODUCT DIVERSIFICATION: PLAN
TYPES. Differences in medical loss ratios
strongly reflect the range of products offered
by competing plans. In the not-so-distant
past, health plans tended to offer only one
product, either indemnity insurance or an
HMO. Now many health plans offer a range of
distinct plans. Plans differ in the range of
products they offer and in the distribution of
their total patient enrollment among prod-
ucts. The medical loss ratio for the plan as a

MARKETWATCH
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whole will reflect the range of product diver-
sification as well as the distribution of admin-
istrative and medical expenditures for par-
ticular products. If medical loss ratios are
reported for individual products, the alloca-
tion of joint administrative expenses, such as
marketing and medical management, opens
the door to “creative” accounting practices.

The interpretation of medical loss ratio dif-
ferences among plans is complicated even
more seriously by the wide range in benefit
packages and consumer copayment levels
across health insurance products and the ten-
dency of health plans to offer products such as
life and disability insurance, dental plans, and
“carved-out” pharmacy benefits. Health plans
with richer benefit packages tend to incur
high medical expenses and thereby high
medical loss ratios, since administrative ex-
penses do not rise proportionately to medical
expenses in response to benefit coverage.
High consumer cost sharing influences the
medical loss ratio by shifting costs from the
plan’s books to the consumer (lower premium
revenue, the denominator of the medical loss
ratio) and by reducing patient-initiated utili-
zation (reduced medical expenditures, the
numerator of the medical loss ratio).

B CHANNEL DIVERSIFICATION: DISTRI-
BUTION SYSTEMS. Health plans differ sub-
stantially in the nature of the distribution sys-
tems they use and the consumers they target.
They may focus on large employer groups,
small firms and self-employed individuals,
state Medicaid programs, Medicare benefici-
aries, public employees and military person-
nel, or self-insured corporations. The costs of
marketing vary substantially among these dis-
tribution channels and will be reflected in ad-
ministrative expense levels and loss ratios.
Marketing costs tend to be lower when plans
can gain large blocks of enrollees through a
single contract, as in the large-firm market.
Where one-on-one marketing is central, as in
the Medicare, small-firm, and individual mar-
kets, selling costs are much higher. These
costs may be incurred by the plan directly,
through employed sales representatives, or in-

directly, through brokers and agents. Selling
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costs can be reduced in areas where small
firms and/or individuals may obtain coverage
through purchasing cooperatives. Most large
health plans now sell in all major market seg-
ments, but the mix of enrollment across seg-
ments varies widely. In California, for exam-
ple, Blue Cross, Blue Shield, and Foundation
are strong in the individual and small-firm
markets, PacifiCare dominates the Medicare
HMO market, Health Net is very successful in
the large-firm market, and Kaiser has a con-
siderable presence in all markets.

The influence of channel diversification ex-
tends beyond selling costs to revenue poten-
tal. Distribution channels such as Medicare
and large firms that bring in high revenues per
enrollee will produce high medical loss ratios,
since administrative expenses do not rise pro-
portionately with medical expenses. The thin
benefits that prevail in the small-firm and in-
dividual markets will tend to be associated
with low medical loss ratios. The interpreta-
tion of medical loss ratios is complicated fur-
ther for health plans that manage the benefit
programs of self-insured corporations. This
“administrative-services-only” channel re-
duces the medical loss ratio if medical ex-
penses are booked by the self-insured firm
while the health plan books administrative
expenses. Product and channel diversification
contaminate measures of costs per capita by
facilitating multiple counting of enrollees.
The same individual can be counted once for
the basic health product, once for the phar-
macy product, once for the workers’ compen-
sation product, and several times more.

M GEOGRAPHIC DIVERSIFICATION.
Many users of the medical loss ratio are inter-
ested in the distribution of administrative and
medical expenses in particular states and
metropolitan areas. Health plans, however,
are spreading across state lines and in many
cases are approaching national scope. Efforts
to compute the medical loss ratio for any one
geographic region require the parent com-
pany to allocate central administrative ex-
penses to particular regions. This is particu-
larly problematic when some products, such
as those for federal employees or large corpo-

rations, are marketed and managed at the na-
tional level. The distribution of enrollment
among various states and localities will influ-
ence the medical loss ratio for particular
health plans because of geographic variations
in wage and other input costs, physician prac-
tice styles, and revenue potential. For exam-
ple, HMOs that sell to Medicare beneficiaries
receive a monthly payment that is set at 95
percent of the average expenditure for Medi-
care’s fee-for-service enrollees in each county,
adjusted for demographic characteristics.
These expenditure levels vary across counties
by more than 200 percent because of the vari-
ation in fee-for-service practice styles."
HMOs with large enrollment in counties with
expensive fee-for-service systems will receive
high revenues (denominator of the medical
loss ratio) without needing to incur commen-
surably high administrative costs. However,
high Medicare payment levels may influence
medical costs (numerator of the medical loss
ratio) by encouraging nonprice competition
among plans on the basis of ever-richer bene-

fit packages.

ExAMPLES OF MEDICAL 1.OSS
RATIOS

The problems of interpretation inherent in
medical loss ratios are illustrated in Exhibit I,
which reports 1994-1995 data for selected
health plans. There is wide variation in medi-
cal loss ratios, even among plans with similar
tax and organizational structures. Medical
loss ratios for the nonprofit Blue Cross and
Blue Shield plans range from a low of 58.4
percent in Nevada to a high of 95.1 percent in
central New York. Even within one health
plan, there are huge differences across states.
The Kaiser Foundation Health Plan in Califor-
nia, for example, has a medical loss ratio of
96.8 percent, which is frequently cited by the
press as evidence that nonprofit and/or staff-
mode] HMOs return a high percentage of pre-
mium revenue to enrollees in medical serv-
ices.” But the Kaiser plan in Georgia has a
medical loss ratio of only 76.2 percent, and the
other Kaiser state and regional plans report a
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I
EXHIBIT 1
Medical, Administrative, And Profit Ratios From Selected Health Plans, 1994-1995
Tax Medical Administrative Profit
Health plan status loss ratio loss ratio ratio
Biue Cross and Blue Shield
Central New York NP 95.1% 8.3% -2
Colorado NP 64.0 25.5 -
Georgia NP 91.3 12.3 -2
Nevada NP 58.4 22.6 -2
Kaiser Foundation Health Plan
California NP 96.8 2.1 1.1%
Georgia NP 76.2 14.0 -2
North Carolina NP 98.7 4.2 -2
Colorado NP 82.7 13.3 —a
WellPoint Health Networks
Blue Cross of California NP 935 4.2 2.4
CaliforniaCare FP 73.0 16.3 10.6
Aetna Health Plans
California FP 77.4 9.6 13.0
Florida FP 90.1 12.9 -2
New York FP 95.3 10.3 -a
Tennessee FP 72.8 14.3 -a
Illinois FP 93.1 12.3 -5.4
CIGNA Healthcare
California FP 83.2 13.7 3.1
Illinois/Indiana FP 78.1 11.1 10.8
lllinois/St. Louis FP 47.2 37.0 15.8
Massachusetts FP 98.1 16.8 -8
Delaware FP 97.7 17.0 ~a
MetraHealth Care Plans
Chicago FP 108.4 25.6 -34.0
lllinois FP 74.3 14.3 11.3
St. Louis FP 69.0 12.7 18.3
CareAmerica
Southern California FP 78.3 19.1 2.6
Life Insurance FP 110.0 24.1 —a
FHP Health Care
California FP 83.8 12.3 3.9
Ilinois FP 81.0 13.2 5.8
Colorado FP 81.7 12.6 -a
New Mexico FP 82.1 17.0 -a
Utah FP 89.9 12.4 -a

SOURCES: California Medical Association, Knox-Keene Health Plan Expenditures Summary, FY 1994-95 (San Francisco: CMA,
February 1996); Weiss Ratings, Which Health Insurers Give You the Most for Your Money? Which Give You the Least? (Palm
Beach Gardens, Fla.: Weiss Ratings, July 1996); and lllinois State Medical Society, /finois Health Maintenance Organizations
(Chicago: lllinois State Medical Society, November 1996).

NOTES: NP is nonprofit. FP is for-profit.

2 Not available.
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range of values.

Similar disparities are apparent among
state plans operated by for-profit HMOs. The
Aetna medical loss ratios range from a low of
72.8 percent in Tennessee to a high of 95.3
percent in New York. At CIGNA, medical loss
ratios range from 47.2 percent in St. Louis to
98.1 percent in Massachusetts. And Metra-
Health reports remarkable variation in medi-
cal loss ratios for one small region: 74.3 per-
cent for the Ilinois plan, 108.4 percent for the

forniaCare Health Plans (along with enrollees
in the HMO subsidiary, CaliforniaCare). All
out-of-network expenditures were consid-
ered indemnity rather than managed care,
however, and thus were reported under the
Blue Cross of California parent." Not surpris-
ingly, the indemnity medical loss ratio is very
high.

Another example of the dubious relevance
of tax status for understanding medical loss
ratio reports is found in CareAmerica, a for-

Chicago plan, and 69.0 percent [~ s | profit plan that is wholly
for the St. Louis plan. « e owned by the nonprofit hospi-
It is difficult to discern any J uxtaposition Of tal system UniHealth America.
systematic variation in the low medical loss CareAmerica also runs a life
medical loss ratio figures ratio withfor/ and disability insurance com-
across states within particular pany, which is largely an in-
companies, whether nonprofit pYOfit status has demnity carrier and reports a
or for-profit, staff model or medical loss ratio of 110.0 per-
IPA. Also, the distinction be- f ed thCﬂ ames Of cent, in contrast to its HMO
tween nonprofit and for-profit HMO bashing but medical loss ratio of 78.3 per-
plans, which always receives . e cent.
considerable publicity in B completely with The difficulties posed by
medical loss ratio discussions, out substance.” multiproduct health plans are
is not apparent in these fig- L sossss——n | illustrated in the figures for

ures. The Blue Cross/Blue Shield and Kaiser
numbets, on the one hand, and the Aetna,
CIGNA, and MetraHealth numbers, on the
other, clearly overlap.

Close analysis of particular numbers re-
veals even more difficulties of interpretation.
WellPoint Health Networks has received the
brunt of adverse publicity in California,
mostly at the hands of the California Medical
Association.” In 1994 its for-profit subsidiary,
CaliforniaCare Health Plans, reported the
lowest medical loss ratio in the state (73.0
percent). However, the WellPoint company
in 1994 was wholly owned by a nonprofit
firm, Blue Cross of California, which reported
a medical loss raio of 93.5 percent, the second
highest in the state (after Kaiser). The juxta-
position of low medical loss ratio with for-
profit status and high medical loss ratio with
nonprofit status has fed the flames of HMO
bashing but is completely without substance.
In 1994 WellPoint’s accountants included all
in-network expenditures by enrollees in the
PPO subsidiary, Prudent Buyer, under Cali-

FHP Health Care, which operates a combina-
tion of staff-, group-, network-, and IPA-
model HMOs plus other entities in various
western states. The medical loss ratio data
published by consumer advocacy groups and
physician organizations and shown in Exhibit
1 are obtained from annual reports filed by
FHP with state regulatory agencies. The re-
ports for each state, however, mix data from
multiple states and products.” Exhibit 1 pre-
sents the numbers filed with state agencies in
five states, including California. The Califor-
nia medical loss ratio, however, is based on
revenue and expense data from California,
Arizona, Nevada, and Guam (which are part
of FHP, Inc., of California), plus data from
several (but not all) state-specific subsidiar-
ies. The California medical loss ratio includes
the financial data from various non-HMO
subsidiaries, including FHP, Inc., Reinsur-
ance Limited (Bermuda); FHP Life Insurance
Company of California; Ultralink, Inc. (a
third-party administrator company in Cali-
fornia); Employees Choice Health Option (a
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PPO in Utah); and Providers Protective Insur-
ance Company (a workers' compensation
company in Guam). The California medical
loss ratio also is based on financial data from
Hippodrome Galleries Corporation, an art
gallery in California owned by FHP."

BEYOND THE MEDICAL L.OSS RATIO

Much of the interest in and demand for medi-
cal loss ratios has come from consumers, pur-
chasers, and regulators seeking measures of
health care value, efficiency, and quality.
These persons and organizations are pressur-
ing health plans to expand the range and im-
prove the reliability of the data needed for
making informed choices. The medical loss ra-
tio stands out among the other data elements
in its simplicity and its ostensible link to plan
efficiency and medical service quality. It is
thus with particular reluctance that any of the
current users will relinquish the statistic;
there is no single substitute available. Never-
theless, consideration of the determinants of
medical loss ratios across plans, products, and
states necessitates the conclusion that this
number is not what it is interpreted to be.

The most important usets of health plan
information in coming years will be individual
consumers and organized purchasers of
health benefit programs, including employers,
business alliances, Medicaid programs, and
Medicare. Consumers increasingly are paying
for health care coverage with their own
money and facing health plan choices during
open enrollment. Purchasers have the organ-
izational capability to understand the per-
formance of health plans to a degree that indi-
vidual consumers do not. Consumer and
purchaser data requirements can be grouped
into measures of plan structure and process,
clinical quality, and financial performance.
Each of these goes far beyond the medical loss
ratio.

M STRUCTURES AND PROCESSES. The
single greatest gap in the health care data sys-
tem is in descriptive information on the struc-
ture of the provider networks and the mecha-
nisms for utilization management used by
competing health plans. It is often difficult to

obtain a well-organized, up-to-date listing of
physicians, medical groups, hospitals, and
other providers that are included in the vari-
ous networks offered by health plans. Provid-
ers can be dropped from networks after pur-
chasers and consumers have made plan
choices. Even more obscure are the rules im-
posed by health plans concerning patients’
movement within a network, including
choice of and switching among primary care
physicians; access to specialists; admission to
hospitals, nursing homes, and rehabilitation
facilities; and referral to home health care. The
most obscure of all are the methods used by
health plans (and their contracting provider
organizations) to monitor and manage the
utilization patterns of individual patients and
physicians. These include clinical services
provided directly by primary care physicians,
specialty referrals, procedures by specialists
after referral, hospital services, and many
more. Needless to say, this information is
complex, difficult to codify, difficult to quan-
tify, easily misinterpreted, and subject to
rapid obsolescence. Nevertheless, it is what
consumers and purchasers really want to
know. Comparable measures of plan struc-
ture and conduct need to be developed for
purposes of initial comparison. These can be
supplemented with more detailed informa-
tion for particularly interested parties. The
development of both aggregate and specific
descriptors will encourage a salutary increase
in cooperation between health plans and
providers.

M QUALITY OF CARE. The medical loss
ratio never was and never will be an indicator
of clinical quality. While the holy grail of
severity-adjusted outcomes statistics for all
clinical services is yet to be found, important
steps have been taken in the quest to develop
direct measures of quality.

Consumer surveys yield quantifiable and
comparable measures of satisfaction with the
services provided by plans, physicians, and hos-
pitals. When supplemented by self-assessed
measures of health status and functioning,
these surveys yield measures of quality from
the perspective of those who matter most.
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Surveys of random samples of plan enrollees
need to be supplemented with special surveys
of those with the greatest experience, includ-
ing enrollees with chronic diseases and those
with hospitalization or other major proce-
dures during the previous year. Satisfaction
surveys have been pioneered by large corpo-
rate purchasers and are now being adopted by
small-employer alliances, Medicaid and
Medicare, and health plans. Studies have
found that self-assessed measures of changes

sons in years to come.

M FINANCIAL PERFORMANCE. The best
indicator of current and expected future value
in a market economy is the willingness of the
consumer to purchase and retain the product.
In health care, this translates into measures of
growth in enrollment and revenues, adjusted
for disenrollments and changes in prices.
Plans that are growing are offering something
for which purchasers are willing to vote with
their dollars and consumers are willing to vote

in health status are strongly [ m———1 with their feet. Publicly traded
correlated with clinical meas- « ) health plans and provider or-
ures of health status and thus The medical ganizations are subject to con-
provide va]\llid indicators of loss ratio is tinual ana}l;fet }xlzallll,lations,
service quality. . measured through changes in
Enormous efforts have been an accounting share prices, price-to-earnings
dﬁvogedh;the past fix;e years to monstrosity that ratios% and Iglllmergus indjlc;il,
the development of process tors of tangible and intangible
measures of health plan quality enthralls the book values. Bankers, mutual
such as rates of (:hilc%1 immuni- unsophisticatgd fun;ls, ?sti(tiuticl)nal ianstors,
zation, mammography among . and individual speculators
older women, and participa- observer and dis- have stronger incentives to de-
tion in srilloking«cgssation plio/ torts the policy mand financial dita than d(oi
ams. These are being supple- . consumers, purchasers, an
& g SUPD discourse.” puret -
mented by more extensive regulators. A judicious piggy
| eessssss 0 |

measures through the efforts of
the National Committee for Quality Assur-
ance (NCQA), The Medical Quality Commis-
sion (TMQC) of the American Medical Group
Association (AMGA), the Joint Commission
on Accreditation of Healthcare Organizations
(JCAHO), the Foundation for Accountability
(FACCT), and other organizations. Where
available, severity-adjusted outcomes for se-
lected procedures, such as coronary artery by-
pass graft (CABG) surgery, can be added to
these process measures. The combination of
process and outcomes measures constitutes a
historical move from a focus on isolated
providers and “bad apples” to provider sys-
tems and continuous quality improvement.
NCQA accreditation, which is based on satis-
factory performance on these measures, is an
important determinant of purchasing deci-
sions by large firms and is increasingly used in
the individual and Medicare markets. Exten-
sion and refinement of these measures will
provide the foundation for quality compari-

backing on Wall Street per-
formance indicators would give a better
means of evaluating the solvency and credit-
worthiness of health plans than would any
independent compilation by purchasers and
regulators. The medical loss ratio offers lim-
ited or no value in this respect. Whereas the
public debate focuses on the differing levels of
medical loss ratios among health plans, the
stock market cares only about unanticipated
changes in medical loss ratios for particular
plans. By the time anyone in policy circles has
heard the news, the equity markets have long
ago adjusted to whatever information resides
in the medical loss ratio.

Any measure of costs is subject to account-
ing difficulties, which are compounded as
health plans mix provider relationships, prod-
uct networks, distribution systems, and geo-
graphic coverages. One step in the direction of
reliable cost information can be achieved
through requests for per-member-per-month
expenditures for particular services (for ex-
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ample, physician, inpatient hospital, outpa-
tient hospital, and pharmacy) for particular
products (for example, HMO, POS, and PPO)
for particular distribution channels (for ex-
ample, commercial, and Medicaid/Medicare)
in particular states. These measures are sub-
ject to many of the distortions discussed ear-
lier, including dependence on benefit package
and cost-sharing differences, the extent of
self-insurance among purchasers, marketing
and distribution systems, and within-state
differences in costs and practice patterns.
Many large corporate purchasers demand
per-member-per-month cost data by product
and type of service, but these data are contro-
versial because they are of uneven quality. The
Pacific Business Group on Health no longer
requests detailed cost data from contracting
HMOs, but it continues to demand revenue,
profit, and other financial information; it
judged that the cost data were inherently un-
reliable.”” The NCQA has considered includ-
ing demands for per-member-per-month
costs in the Health Plan Employer Data and
Information Set (HEDIS) reporting process
but has refrained so far."® Nevertheless, an in-
cremental approach to cost reporting on a
per-member-per-month basis holds more
promise than attempts to fix the medical loss
ratio.

CONCLUSION

The managed care system will not generate
the improvements in efficiency and quality
that it promises unless better data on health
plans and providers are available to consum-
ers, purchasers, and policymakers. Consum-
ers need access to better information on
provider networks, benefit packages and
cost-sharing requirements, methods of utili-
zation management, and satisfaction scores.
Public and private purchasers need economic
data on enrollment, revenues, costs, and prof-
its, in addition to data on plan structures,
processes, and outcomes, in order to reward
efficient organizations with increased market
shares. As they move away from direct com-
mand and control regulation, policymakers
need data on health plan solvency, accessibil-

ity, and quality to fulfill the oversight role that
the citizenry continues to expect.

More data are needed, but caution must be
exercised lest misinterpretation confuse
rather than inform health care choices. In par-
ticular, quality should be evaluated using data
on quality; costs should be evaluated using
data on costs; and profits should be evaluated
using data on profits. The medical loss ratio is
not a straightforward indicator of either
medical or administrative expenditures. It
certainly is not a measure of clinical quality or
social contribution. The medical loss ratio is
an accounting monstrosity, a convolution of
data from myriad products, distribution
channels, and geographic regions that en-
thralls the unsophisticated observer and dis-
torts the policy discourse. The hard but ines-
capable conclusion is that informed choice
and sophisticated purchasing of health care
must rely on a more extensive set of perform-
ance measures, no one of which is as compre-
hensive as the medical loss ratio is purported
to be but each of which has some of the ana-
lytic validity that the medical loss ratio lacks.
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