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Dear Colleagues:

Pursuant to Section 103.414 of the Ohio Revised Code, I respectfully submit the Joint Medicaid
Oversight Committee’s Report on the projected medical inflation rate for Ohio’s Medicaid
Program for the upcoming FY 2024-2025 biennium. After considerable analysis, the Committee
has selected 3.3% for State Fiscal Year 2024 and 3.4% for State Fiscal Year 2025 as the JMOC
Rate for Ohio’s Department of Medicaid's SFY 2024-2025 Operating Budget.

The goal of the Joint Medicaid Oversight Committee’'s (JMOC) Growth Rate process is to
moderate the growth of Medicaid, which is Ohio’s largest program, to a sustainable level of our
per capita spending while maintaining long-term support of successful policies. For this
purpose, JMOC and CBIZ Optumas, JMOC's actuary, developed and used a per member per
month (PMPM) cost formula to better measure the program’s trend factors of utilization and
unit cost across all of Medicaid’s population groups and services. This includes trends across
both Fee-for-Service and the Managed Care delivery system. The formula affords greater
transparency as to where dollars are being spent, legislative effects, and health outcomes.

As Ohio continues to confront the challenges posed by the COVID-19 Pandemic and the
multiple issues it has borne, the JMOC Growth Rate process affords the Executive Branch the
opportunity to present within its budget proposals the ability to knowledgably address the
serious problems facing Medicaid in the upcoming biennium; while also ensuring that Medicaid
customers and all Ohioans receive the investment we need through such means as emerging
innovations to reduce costs and improve the delivery of services.

Sincerely,

Wb 6%l

Senator Mark Romanchuk
Chair, Joint Medicaid Oversight Committee
MR/jmb

77 South High Street, 19" Floor - Columbus, Ohio 43215 - (614) 644-2016



Report on JMOC Limit for the Medicaid Program for the FY 2024-2025 Budget

October 2022

The Joint Medicaid Oversight Committee (JMOC) is charged with working with an outside
actuarial firm to calculate the projected rate of growth for Ohio’s Medicaid program on a
per capita or per member per month (PMPM) basis for the upcoming biennium, known
as the JMOC Rate. The actuary's report projects the cost of continuing current Medicaid
policy into the next biennium, which includes the impact of trend factors on utilization
and unit cost. IMOC uses the actuary's report to establish the JMOC Rate, which becomes
the limit for the Executive Budget. The purpose of this report is to notify the Governor,
the General Assembly, and the Director of Medicaid that the Joint Medicaid Oversight
Committee has selected 3.3% for FY 2024 and 3.4% for FY 2025.

Under Section 5162.70 of the Revised Code, the Medicaid director must limit PMPM
growth in the Medicaid program across all Medicaid recipients to the lower of the IMOC
Rate or the three-year average Consumer Price Index (CPI) for medical care for the
Midwest region.

History of the JMOC Rate

Historically, the review of Medicaid spending has focused on spending at the line item
level. While this is an important measure, a review of per capita (or PMPM) costs, which
factor out population growth in spending, provides additional insight for state
policymakers. The per capita measure, particularly as it is disaggregated by population
category and category of service, provides greater insight into underlying cost drivers
including utilization and unit cost. While caseload growth is largely driven by external
factors such as demographics and the economy, state policymakers have some ability to
control growth in per capita costs through the policies that they set for reimbursement,
benefit design, and system management.



The JMOC Growth Rate has been part of Ohio’s Biennial Budget process for the past four
(4) operating budgets. Similar to the Medicaid budget forecasts prepared by the
Executive Branch and the Legislative Service Commission (LSC), the JMOC Rate process
assesses the impact of continuing current policy. However, unlike the Executive and LSC
forecasts, the JMOC Rate process does not include an estimated caseload growth.
Instead, the actuary assumes a constant population based on the most recent data. The
JMOC Rate process is not meant to supplant these forecast processes, but to provide an
additional guardrail to help state policymakers maintain focus on the shared goal of
slowing the rate of growth in the Medicaid program to a sustainable level.

Optumas’ Estimate for FY 2024-2025

CBIZ Optumas currently serves as JMOC's consulting actuary and has completed the
analysis to support development of the JMOC Rate for Ohio’s past four (4) operating
budgets. Optumas has produced the growth rate range for the upcoming budget cycle
in two (2) separate scenarios. Scenario A reflects the current situation of the United States
Department of Health and Human Services’ declared public health emergency (PHE) and
the Families First Coronavirus Response Act's Maintenance of Eligibility (MOE)
requirement in response to the COVID-19 Pandemic. As such this projects the current
federal Medicaid disenrollment freeze into the next biennium. However, Scenario B is
based upon the assumption that the PHE ends and disenrollment occurs. Below are both
Scenario A and B.

Scenario A - Current MOE and Disenrollment Freeze

Projection PMPM

Annualized Trend

Lower Bound Upper Bound Lower Bound Upper Bound
2024 $743 $752 2.8% 3.9%
2025 $762 $779 2.6% 3.6%
2024 - 2025 2.7% 3.7%

Scenario B - Disenrollment Occurs

Projection PMPM

Annualized Trend

SFY Lower Bound \ Upper Bound Lower Bound Upper Bound
2024 $758 5768 3.7% 4.8%
2025 $781 $799 3.1% 4.1%

2024 - 2025 3.4% 4.4%




In October’s meeting, Optumas advised JMOC that current enrollment gains (Scenario A)
are assumed to be driven largely by a healthier previously working population that
became Medicaid eligible due to economic disruptions borne by the COVID-19 Pandemic.
This healthier population, which includes TANF and expanded populations such as the
Group VIII, are lower risk and utilize less services. This means that while aggregate
spending may have increased, Medicaid's per capita costs have actually gone down.

However, Scenario B illustrates the removal of this healthier lower risk population will
change both service mix and intensity, which will likely increase per capita costs. Making
disenrollment, as well as the strategy for this process, and who becomes disenrolled first,
the biggest issue facing Medicaid this budget. They project that the Ohio Department of
Medicaid’s disenrollment process will take up to eighteen (18) months and that 25% of
the population will be removed by 2024.

Changes in the JMOC Rate for FY 2024-2025

To avoid short term distortions in the JMOC Rate and to provide an apples-to-apples
comparison over time, JMOC has historically excluded one-time expenses as well as
expenses that are not tied to a Medicaid enrollee. Those expenses include:

e All-Agency State Administration;

e Hospital Care Assurance Program (HCAP);

e Hospital Upper Payment Limit (UPL);

e Hospital Pass Through Payments,

e Health Insuring Corporation (HIC) Franchise and Premium Tax;

e Care Innovation and Community Improvement Program (CICIP);

e MCP/Hospital Incentive; and

e Other settlements and rebates paid outside of the claims system and outside of
the Managed Care capitation rates.

Review of Consumer Price Index for Medical Services

JMOC uses the three (3) year average Consumer Price Index (CPI) rate for medical services
for the Midwest region as a benchmark for growth in the Medicaid program. The CPI is a
measure of the average change in prices of goods and services purchased by households
over time. Medical care is a component of the CPI and includes consumer spending on
medical services such as health insurance premiums and out-of-pocket spending
including copayments for services like physician visits, prescription drugs, and other
health care services.



Unlike in previous iterations, the three (3) year average CPI rate of 2.8% is much lower
than the rate developed by the actuary. While the CPI provides an important benchmark
for state policymakers, it is only one prong and does not reflect all of the dynamics that
affect state Medicaid spending. The chart below shows the CPI rates for the past three
years averaging at 2.8%.

CPI Rates for Medical Services: Midwest

9/2019 - 8/2020 4.3% 4.6%
9/2020 - 8/2021 2.1% 1.7%
9/2021 - 8/2022 2.1% 2.9%
3 Year Avg. (Unweighted) 2.8% 3.1%

CBIZ Optumas has averaged the last three (3) years of the medical CPI unweighted for the
previous projection cycles. This was a reasonable approach as the Medical CPI was steady,
around the low three percent’s (3%). However, the medical CPI has been climbing upward
since having fallen below zero percent (-0.1%) for the year in September of 2021. At the
time of this report in August, it was 4.7%, which is an increase of July’'s 4.4%. Prior to this,
it increased nine point one percent (9.1%) for the year ending in June, the largest twelve
(12) month increase since the period ending November 1981. The CPI volatility is a
reflection of economic challenges stemming from the COVID - 19 Pandemic.

Considering this, Optumas adjusted the methodology to look at a shorter window that
excluded the period of fifteen percent (15%) unemployment and subsequent recovery in
2020 and early 2021. Also recognising that a 2.8% inflation rate could understate the
medical CPI for this JIMOC Report, Optumas developed an economic model that projects
the Midwest medical CPI of 4.3% from SFY23 to SFY24 and 3.3% from SFY24 to SFY25,
which averages to 3.8% in the biennium period. The model created by CBIZ Optumas is
below.

CBIZ Optumas CPI Alternative Model

Modeled medical CP

SFY 2024 4.3%
SFY 2025 3.3%
2 Year Avg. (Unweighted) 3.8%



After the issuance of this report from CBIZ Optumas, the United States Bureau of Labor
Statistics released September's Midwest CPI numbers as 5.5% making the three year
average 3.8%, CBIZ Optumas’ projection for this report.

Committee Action and Rationale for FY 2024-2025 JMOC Rate

The JMOC committee heard the actuary’s report at its hearing on Thursday, October 20
2022 and voted seven to one (7-1) to set the JMOC Rate at 3.3% growth in FY 2024 and
3.4% growth in FY 2025. Members who voted for the rate noted the following issues that
will need to be addressed during this biennium process:

e Rate increases for Ohio’s Medicaid providers - Also ensuring the increases are
passed along to such workers as home care workers. While Medicaid pays less than
private insurance for every service, it is more labour intensive. Medicaid workers
who get paid on the low end of the spectrum are finding employment elsewhere
for higher wages. This includes increases for nursing home workers since that
industry also had a loss of staff and are having trouble attracting workers back;

e Effective value based payments - While value based payments have been part of
the discussion in Ohio and nationally for a while, Ohio needs to focus more on
effective value based payments;

e Nursing homes - Ohio has an increasing aging population and people’s behavior
changed a great deal with COVID. This includes nursing homes and keeping the
elderly at home. While there has been a trickle back to nursing facilities, the
question is what will be the mix between community and institutional settings;

e Inflation - A reminder that inflation is a subset of the Growth Rate, just one prong.
CBIZ Optumas calculations are comprised of both growth and inflation. The
growth includes price, service and utilization with inflation being the subset of the
growth; and

¢ Disenrollment — Continually being updated on the Ohio Department of Medicaid’s
(ODM) disenrollment plans and any variations or additional plans as they occur.
The inability to predict with any certainty disenrollment and its anticipated effects
based on when disenrollment could occur and which population will be affected
first, has a significant bearing on the budget.



The member who voted against the rate expressed concern that setting the medical
inflation rate as set forth in the parameters of ORC 103.414 might decrease utilization of
services.



CBIZ Optumas

Consultants « Actuaries - Economists

September 26, 2022

Ms. Jada Brady

Executive Director

Joint Medicaid Oversight Committee
Vern Riffe Center

77 S. High Street, 19*" Floor
Columbus, OH 43215

Subject: FINAL Ohio JMOC SFY 2024-2025 Biennium Medicaid Growth Rate Projections

Dear Ms. Brady:

Thank you for the opportunity to assist the Joint Medicaid Oversight Committee with the development
of the JMOC Medicaid growth rate projections for the SFY 2024-2025 biennium. It was a pleasure to
work with you and your team throughout this project. The following final report summarizes the

methodology for the development of the SFY 2024-2025 biennial growth rate projections.

We look forward to discussing our findings and methodology with the JMOC team.

Sincerely,

S

Dan Skinner, FSA, CERA, MAAA

CC: Steve Schramm, Optumas
Barry Jordan, FSA, MAAA, Optumas
Marshall Dupree, Optumas

CBIZ Optumas

7400 East McDonald Dr., Suite 101
Scottsdale, AZ 85250
480.588.2499



Ohio Joint Medicaid Oversight Committee

State Fiscal Years 2024-2025 Biennium Growth Rate
Projections

State of Ohio

CBIZ Optumas

Consultants = Actuaries » Economists
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1. Executive Summary

Per Ohio Revised Code (ORC) Section 103.414, the Ohio Joint Medicaid Oversight Committee (JMOC)
must contract with an actuary to determine the projected medical inflation rate for the Ohio Medicaid
program for the State Fiscal Year (SFY) 2024-2025 Biennium (July 2023 — June 2025). Through a
competitive procurement process, JMOC originally contracted with Optumas in 2014 as its consulting
actuary for this analysis for the SFY 2016-2017 Biennium. The estimated SFY 2024-2025 inflation rate
has been developed as a range of projected rates of growth, calculated on a per-member per-month
(PMPM) basis, for the entire Ohio Medicaid program. To ensure that the projections are independent of
proposed policy changes that have yet to be implemented, these projections are developed with the
assumption that current policy continues into the biennial period. This approach is consistent with the
approach used to develop the SFY 2016-2017, SFY 2018-2019, SFY 2020-2021 and SFY 2022-2023
biennial projections.

The PMPM projections are based on a combination of data sources, including detailed claims-level Fee-
for-Service (FFS) data and Managed Care encounter data, cost reports acquired from the Ohio
Department of Medicaid (ODM), as well as summarized base data and projected capitation rates
provided in ODM’s Managed Care certification letters. The projections have been developed as a range
of PMPM growth, developed at the category of aid (Medicaid eligibility category) and category of service
(Medicaid covered services) summarized level. By combining the various projections using a constant
category of aid mix, Optumas calculated a program-wide PMPM on a standardized basis to project the
rate of increase of the Medicaid program over the biennium.

Optumas developed a range of projected PMPM growth under two separate scenarios. As background,
the federal Department Health and Human Services declared a public health emergency (PHE) in March
2020. One effect was to freeze all Medicaid disenrollment nationwide, with a few narrow exceptions.
This had a significant impact on the Medicaid population mix of every state as the balance shifted
toward healthier working adults who had experienced economic disruption. While aggregate Medicaid
spending increased with the enrollment, per capita costs were reduced.

As of September 2022, the PHE and subsequent freeze on disenrollment is still in effect. It will end at
some point in the future and standard disenroliment processes will resume. When it does, most
disenrollment will be among healthier working adults. This will decrease aggregate Medicaid spending
but likely increase per capita costs as these generally lower cost individuals disenroll. No one knows the
actual future date this will occur or how long disenrollment will take, but we have a modeled such a
scenario for illustrative purposes only and to provide a sense of how the expiration of the PHE could
impact the growth rate projections.

The two modeling scenarios are:

Scenario A: The population mix is held constant from CY 2021. This comports with the
methodology used in previous reports. But it may not accurately reflect
conditions in SFY2024-2025 if disenrollment resumed.

2|Page
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Scenario B: The population mix is modeled such that the PHE was ended and disenrollment
resumed. For a detailed explanation of the background and construction of this

scenario, please see Section 6: Scenario B Projection.
The growth rates under both scenarios are as follows:

Figure 1. Projected Rates of Growth, Scenario A — Constant CY 2021 population mix:
Annualized Growth

SFY Upper Bound

2024 2.8% 3.9%
2025 2.6% 3.6%
Avg. Annual 2.7% 3.7%

Figure 2. Projected Rates of Growth, Scenario B — Modeled PHE unwound population mix:

Annualized Growth

SFY Lower Bound | Upper Bound
2024 3.7% 4.8%
2025 3.1% 4.1%
Avg. Annual 3.4% 4.4%

Projected annualized growth from Optumas’ Scenario A Rating Period 2023 (July 1, 2022 — December
31, 2023) projection to SFY 2024 (July 1, 2023 — June 30, 2024) is estimated to be between 2.8% and
3.9% and the rate of growth from SFY 2024 to SFY 2025 is projected to be between 2.6% and 3.6%.
Weighted together equally, the projected growth is projected to be between 2.7% and 3.7% annually,
over the course of the biennium.

Projected growth from Optumas’ Scenario B Rating Period 2022-2023 projection to SFY 2024 is
estimated to be between 3.7% and 4.8% and the rate of growth from SFY 2024 to SFY 2025 is projected
to be between 3.1% and 4.1%. Weighted together equally, the projected growth is projected to be
between 3.4% and 4.4% annually, over the course of the biennium.

For additional context, CMS released its National Health Expenditure (NHE) projections in March 2022
The average annual growth for Medicaid and CHIP inherent in these projections is 3.9% from 2023 —
2025, which is higher than Scenario A — CY 2021 population mix, but within the range of Scenario B,
Modeled PHE unwound population mix.

Per ORC Section 103.414, as the consulting actuary for this analysis, Optumas has developed the range
of projected rates of growth; however, JMOC has the choice of selecting a rate within the range
presented in Figure 1 or selecting an independent growth rate.

1 https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2022.00113?journalCode=hlthaff
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ORC Section 5162.70 requires that, once the JMOC rate is selected, Medicaid must limit the aggregate
PMPM growth over the SFY 2024-2025 biennium to be the lower of (1) JMOC's final selected growth
rate or (2) the three-year average Medical CPI for the Midwest. Figure 2 below, shows the Midwest and
US Medical CPI for the past three years.

Figure 3. Midwest and US Medical CPI

Time Period ‘ Midwest CPI ‘ US CPI
9/2019 - 8/2020 4.3% 4.6%
9/2020 - 8/2021 2.1% 1.7%
9/2021 - 8/2022 2.1% 2.9%
3 Year Avg. (Unweighted) 2.8% 3.1%

A three-year unweighted average was an appropriate methodology in the past because medical CPl was
reasonably stable. However, the above 2020-2022 data were influenced by severe economic volatility
from by the COVID-19 pandemic, the ensuing market crash and wave of unemployment, and the
subsequent environment (as of September 2022) of robust jobs recovery and historically high inflation.
This has given rise to two major concerns with the CPI calculation:

1. The recent volatility has made the year-over-year calculation highly sensitive to the time frame
chosen. For example, August 2022 over August 2021 growth was 4.66%, but February 2022 over
February 2021 growth was 1.01%. To smooth the volatility and outliers in the data, we have
taken averages of the rolling year data. Each figure above is the average of the twelve monthly
year-over-year data points.

2. A 2.8% inflation rate could understate the medical CPI in the projection period. For illustration
purposes, we have developed an economic model that projects Midwest medical CPI of 4.3%
from SFY23 to SFY24 and 3.3% from SFY24 to SFY25, which averages to 3.8% in the biennium
period.

The remainder of this report presents the process used to develop the projections for the SFY 2024-2025
biennium. Each of the report sections are described in Figure 3, below.

Figure 4. Report Structure

Section Contents

Background Provides a description of Optumas’ role in developing PMPM projections for the
SFY 2024-2025 Ohio biennium.

Data An overview of the data used when developing the projections, including data
sources, limitations, and adjustments.

Trend Provides a description of the process used to develop trend and the final trend
estimates for the SFY 2024-2025 biennium.

Projection Provides summarized results of the projected PMPM growth developed for the

Summary SFY 2024-2025 biennial projections.

Scenario B Provides a description of selected cost drivers influencing the projected PMPM

Projection growth for the SFY 2024-2025 biennial projections. Describes the assumptions
and methodology behind Scenario A and Scenario B.
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2. Background

Per ORC Section 103.414, JMOC must contract with an actuary to determine the projected inflation rate
for the Ohio Medicaid program for the SFY 2024-2025 Biennium. As JMOC’s contracted consulting
actuary, Optumas has developed the SFY 2024-2025 estimated inflation rate as a range of projected
rates of growth on a PMPM basis for the Ohio Medicaid program.

The Ohio Medicaid PMPM, in its most simplified form, is calculated as total dollar expenditures divided
by total eligible member months. This puts costs on a normalized basis and is a way to measure costs
relative to each member rather than on a total expenditure basis. Growth in total expenditures can be
influenced purely by an increase in membership, even with all else being equal and costs per person
remaining constant. Since enrollment growth is an external factor that the Medicaid program has
limited control over, Optumas has worked with JMOC to focus on projecting a rate of growth on a per-
member basis; in other words, a rate of change in PMPM expenditures over time. Consider this
simplified example, where both Adults and Children are each assumed to have a fixed cost. There are
initially 1,000 adults and 1,000 children, then 500 children join the population:

COA PMPM Population 1 Population 2
Adults $400 1,000 1,000
Children $200 1,000 1,500

Total Dollars $600,000 $700,000
Total PMPM $300 $280

The total dollars spent increased while the per capita cost decreased, despite each individual staying at
the same cost level in their cohort.

JMOC has the choice to either select a rate of growth within the range developed by Optumas, or to
select an independent rate. Per ORC Section 5162.70, once the JMOC rate is selected, Medicaid must
limit the aggregate PMPM growth over the SFY 2024-2025 biennium to be below the lower of (1)
JMOC’s final selected growth rate or (2) the three-year weighted average Medical CPI for the Midwest.
We have concerns that the rote formula calculating the straight average of the past 3 years’ data will
understate the Medical CPI in the projection period and suggest that a different weighting be used that
favors a higher rate.

To ensure a comprehensive review of the various factors that contribute to spend within a Medicaid
program, Optumas has identified the following four key cost drivers, or determinants of risk for
projecting future healthcare expenditures:

e Program Design — How the program is operationalized

e Population — Who receives the services

e Benefits — What services are offered through the program

e Network — Where services are provided in the service delivery network
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Each of these determinants of risk can significantly impact both the total dollar and the PMPM spend of
the Ohio Medicaid program. The following describes some of the ways in which these changes could
materialize:

Program Design —

Changes in program design can impact spend for all populations, or for a specific population(s).
A program-wide shift could mean a change in how all populations’ eligibility is determined,
which could impact total costs. A change for a particular population’s eligibility process could
exclude one sub-population, resulting in a material change to the entire population’s risk profile.

Population -

Changes in the populations that are enrolled in Medicaid Managed Care programs can impact
the program-wide spend. To the extent that a new population enrolls that is healthier and
utilizes less services than the average member of the current program, the overall PMPM cost of
the program would be driven down. Conversely, if the new population utilizes more services
than the previously enrolled populations, the overall PMPM would increase. The distribution of
members who are adults versus children is an example of how the population mix can influence
the aggregate PMPM. Children often cost between 40-60% of adults (when comparing similar
eligibility categories e.g., CFC children and adults), so if more children enroll, then it would tend
to drive the aggregate PMPM down.

Benefits -

Changes in benefits offered through the program can have an impact on the total PMPM of the
program. If a new service is introduced into the Medicaid program, this could increase the
overall spend of the program since additional costs would be incurred. However, if a new service
is intended to be preventive in nature, over time, the addition of this new service could
materialize in overall savings to the program.

Network —

Changes in the service delivery network can impact the overall spend in various ways. One way
this could materialize is through improved networks that include better provider coordination.
To the extent that a provider network is able to work together to provide services to enrollees,
this could improve the overall care of Medicaid enrollees and in turn, result in reduced costs to
the program.

Optumas considers each of these determinants when evaluating the source data provided by ODM and
adjusts the data as necessary to ensure it can be used to develop accurate projections of cost on a
PMPM basis. The PMPM projections are based on a combination of data sources, including detailed
claims-level FFS data acquired from ODM, summarized base data and projected capitation rates
provided in the Managed Care certification letters, both actual and projected Medicare Buy-In/Medicare
Premiums, and actual and projected Medicare Part D claw-back amounts. The data sources are
projected at the detailed category of aid and category of service levels before aggregating into a
category of aid level projection. Once each category of aid projection has been developed, the projected
PMPMs for each category of aid are weighted together based on the number of member months in each
category to calculate a program-wide PMPM projection. Please see Appendix I.A. for a list of categories
of aid (COA) and categories of service (COS) included in this analysis.
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As part of the biennial projection, Optumas developed a base data set from historical FFS expenditure
data and projected that base data using trends specifically developed for each category of aid and
category of service. The projections for services delivered via Managed Care were developed based on
capitation rates and trend factors developed by ODM'’s actuary.

Projected PMPMs include total Medicaid spending, excluding any one-time expenses and expenses not
tied directly to a member. Consistent with the SFY 2022-2023 analysis, the following expenses are
excluded from the JMOC rate:

e All-Agency State Administration,

e Hospital Care Assurance Program (HCAP),

e Hospital Upper Payment Limit (UPL),

Hospital Pass Through Payments,

Health Insuring Corporation (HIC) Franchise and Premium Tax,

Care Innovation and Community Improvement Program (CICIP),

MCP/Hospital Incentive,

e Other settlements and rebates paid outside of the claims system and outside of the Managed
Care capitation rates.

The next section of this report outlines the process and steps taken to develop a base data set from
which to develop the projections for the SFY 2024-2025 biennium.
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3. Data

3.01 Sources

Optumas utilized detailed claims-level FFS cost and utilization data in conjunction with member-level
eligibility information to develop a comprehensive base data set that includes both COA and COS level of
detail. This data reflects FFS services incurred from January 2019 through April 2022 for all Ohio
Medicaid eligible members. This cost and utilization information was used to develop PMPMs for the
COS within each COA, allowing detailed analysis of Medicaid spend for the SFY 2024-2025 biennial
projection. In addition to the FFS data, Optumas also received detailed claims-level cost and utilization
encounter data and cost report information from the Managed Care Plans (MCPs) operating under the
Ohio Managed Care Program (MCP). This information was used to validate and inform the projection of
the MCP costs based on the capitation rates developed by Milliman, the actuarial firm contracted with
ODM who developed the Rating Period 2022-2023 Ohio Managed Care capitation rates, on a PMPM
basis.

The following data sources were used to compile the base data for the SFY 2024-2025 biennial
projections:

Ohio January 2019-April 2022 FFS Claims and Managed Care Encounter Data -

The Ohio FFS claims and Managed Care encounter data was provided by Ohio’s data vendor,
Gainwell, and is a comprehensive claims-level data set comprised of all claims incurred and
reported through the Ohio Medicaid delivery system. This level of detailed data allowed
Optumas to quantify key actuarial metrics for the Ohio Medicaid program, including average
annual utilization per 1,000 members (Util./1,000), unit cost (UC), and per-member-per-month
(PMPM) costs for all categories of aid and categories of service. Having this level of claims detail
and metrics available allows for a robust projection of the utilization and cost components of
the SFY 2024-2025 biennial growth rate. After a review of each year of base data, as well as
policy and program changes that were implemented during this time period, Optumas
determined that calendar year (CY) 2021 would serve as the base data for the FFS component of
the SFY 2024-2025 biennial projection. Nevertheless, historic data prior to CY 2021 and the
emerging CY 2022 data was utilized when developing the projected trend factors and for
benchmarking purposes, after adjusting the data for applicable policy changes to allow for
consistent trend review.

Ohio January 2019-April 2022 Eligibility Data —

The Ohio eligibility data was provided by Ohio’s data vendor Gainwell and is a comprehensive
list of member-level eligibility for all Medicaid enrollees. This includes demographic
information, as well as indicators for population types that help identify each member’s
category of aid. The monthly eligibility data is used to calculate COA-specific and program-wide
member months and to link eligible members to the claims incurred for each month to ensure
that costs are directly associated with an eligible Medicaid recipient.
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NAIC/HMA MLR Reports —

Optumas accessed historical Medical Loss Ratio (MLR) information aggregated and reported by
the National Association of Insurance Commissioners (NAIC) and Health Management Associates
(HMA). This data contained MLR experience dating from CY 2019 through CY 2021. This
information was used to review how expenditures and revenues have changed over time for
each MCP and the overall MMC Program. This information was used for benchmarking purposes
in-lieu of Medicaid Cost Reports by MCP. While reviewing these figures Optumas took care to
ensure the figures were used appropriately given the limitations in place. Namely, the MLRs
reviewed may not reflect all contractually allowable adjustments necessary to determine
whether the MLR meets the minimum target. These adjustments include the omission of fees
from the revenue, care management costs, omission of taxes Ohio imposes on Medicaid plans,
or rate adjustments such as any recoupments implemented in 2021 and 2022 to account for
utilization changes.

Monthly Medicaid Variance Reports —

The monthly Medicaid Variance Reports were used to validate the CY 2021 base FFS
expenditures. These reports capture monthly expenditures at the aggregate COS level, reported
on a month of payment basis. For example, all costs associated with FFS Inpatient Hospital
claims are reported as one number each month. These reports serve as a high-level benchmark
to ensure the CY 2021 base data has been categorized appropriately.

Ohio Department of Medicaid Caseload Reports —

The Ohio Department of Medicaid Caseload Reports, reported with enrollment through June
2022, were used as a benchmark for the membership calculated from the member-level
eligibility file. These reports help Optumas ensure that members within the monthly eligibility
data have been attributed to the appropriate COA for projection purposes.

Managed Care Certification Letters and Capitation Rates —

Optumas received the following Managed Care certification letters provided by Milliman to
ODM as part of the Milliman actuarial contract with ODM: MMC CY 2021, MMC Rating Period
July 2022-December 2023 (Rating Period 2022-2023); MyCare Opt-In and Opt-Out CY 2021;
MyCare Opt-In and Opt-Out July 2021 rate update MyCare Opt-In and Opt-Out CY 2022. The
corresponding capitation rates and summarized base data and trend projections (by COA, COS,
and regional) included within these certification letters were used as the basis for projecting the
growth rate for Managed Care expenditures. The certification letters described in this section
represent changes to the managed care plan contracts for new capitation payments and are the
primary contractual change relevant to cost growth projection. Other contract amendments
may occur, but the certification letters provide the best basis for reviewing the managed care
cost growth. Optumas relied on the Rating Period 2022-2023 MMC certification letter, the CY
2022 MyCare Opt-In certification letter, and the CY 2022 MyCare Opt-Out certification letter as
the basis of the Managed Care biennium projection.

9
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Actual and Projected Medicare Premium Assistance/Part D Claw-Back Payment —

As part of the projection process, Optumas received the latest CY 2021-2022 Part D claw-back
amounts for dual eligible Medicaid and Medicare members. Additionally, Optumas reviewed
projected Medicare Part A and B premiums through CY 2022 as part of the Buy-In population
projections. These additional Medicare costs are paid outside of the Medicaid claims delivery
system but are tied to a Medicaid recipient, so, while fairly small, they are a contributor to the
overall Ohio Medicaid program spending. These costs were projected forward into the SFY
2024-2025 biennial period on a PMPM basis and are added to the final PMPMs developed from
the FFS data and Managed Care projected rates.

The Ohio Medicaid FFS data allows Optumas to analyze member-specific costs at a very detailed
level. Optumas performs the following data validation analyses prior to developing projections
to ensure that the base data used for projections is appropriate and complete:

Referential Integrity Checks —
This ensures that all claims included in the base data were incurred by a member with a valid
eligibility determination at the time of the incurred date associated with the specific claim.

Volume Checks -

Optumas checked both volume of claims and total expenditures by category of service by
looking at totals longitudinally over time. This ensured that potential gaps or spikes in the data
were identified and addressed before creating the base data.

Benchmark Comparison —

Optumas compared summarized costs and enrollment data, derived from the detailed data to
several sources, including monthly variance reports, cost reports, and caseload reports provided
by ODM as described above.

These analyses enabled Optumas to identify and address any significant data limitations associated with
the January 2019-April 2022 FFS data prior to developing the rate of growth projections.

As mentioned earlier in this report, Optumas utilized the Rating Period 2022-2023 Managed Care, CY
2022 MyCare Opt-In, and CY 2022 MyCare Opt-Out capitation rates, along with supporting data, as the
baseline for projecting Managed Care costs into the biennium period. The base data referenced in the
certification letters is benchmarked to the cost reports and encounter data provided by ODM prior to
Optumas completing its projections. In addition, the various adjustment and projection factors used by
Milliman are reviewed for reasonableness. Ultimately, Optumas relied upon the Milliman adjustment
and projection factors developed by Milliman for the Ohio Medicaid Managed Care program for the
Managed Care portion of the projection. To the extent that programmatic changes within the Managed
Care environment occur within the biennium, or significant changes in the rate setting process occur,
these are not considered in the biennial projections, consistent with the “current policy” approach to
the projections. One key exception here is that the PHE and disenrollment freeze is the current policy,
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but it probably will look much different by the projection period. We have provided, for illustrative
purposes, one potential outcome of the PHE ending and disenrollment resuming in Scenario B.

The following section describes the base data adjustments Optumas made to the FFS claims base data
to ensure that all data be on the same “current policy” basis before projecting into the biennium.

3.02 Base Data Adjustments

Population Adjustments

In addition to adjustments used to reflect changes in population over time, changes in policy that impact
specific services require additional adjustments to the base data. For example, if a one-time 5% increase
to Inpatient Hospital reimbursement occurs during the base data period, all data prior to this increase
needs to be adjusted by 5%. This brings all base data expenditures up to the most current
reimbursement level and avoids projecting base data that does not reflect current policy. Many policy
changes have occurred since the beginning of the FFS base data period, starting January 1, 2021. The
following section discusses major policy changes that have been considered in the development of the
base data used in the SFY 2024-2025 biennial projections. In addition to the items noted below,
additional reimbursement changes have been captured as part of the trend development, which is
described in Section 4.

Rebase Inpatient APR DRG Base Rates and Outlier Update —

Since January 1, 2018 ODM has rebased Inpatient Hospital services under the All Patients
Refined Diagnosis Related Groups (APR DRG). This reimbursement rebasing includes changes to
APR DRG relative weights and base rates by hospitals delivering the service. Optumas did not
have the contractual ability to run the APR DRG grouper, so instead compared the published
provider base rates of January 1, 2022 to the published base rates for January 1, 2021 for each
Inpatient claim and used the difference to develop the impact of this program change. The rate
change between the two time periods was applied to the FFS data, resulting in an increase of
the Inpatient category of service of 1.1% for the FFS enrolled population and 0.4% for the
Managed Care enrolled population. These increases had an overall PMPM increase of 0.1% to
the aggregate base data for the FFS enrolled population and an immaterial increase to the
aggregate FFS expenditure base data for the Managed Care enrolled population.

Outpatient EAPG Reimbursement —

Since January 1, 2018 ODM has rebased Outpatient services reimbursement with Enhanced
Ambulatory Patient Grouping System (EAPG). This reimbursement rebasing includes changes to
EAPG relative weights and base rates by the hospitals delivering the service. Optumas did not
have the contractual ability to run the EAPG grouping software, so instead compared the
published provider base rates of January 1, 2022 to the published base rates for January 1, 2021
for each Outpatient claim and used the difference to develop the impact of this program
change. This resulted in an increase of the Outpatient category of service of 0.4% for the FFS
enrolled population and an immaterial increase for the Managed Care enrolled population.
These increases had an immaterial overall PMPM increase to the aggregate base data for the
FFS enrolled population and FFS expenditure base data for the Managed Care enrolled
population.
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Chiropractic Benefit -

The H.B. 136 bill requires the ODM to cover evaluation and management services provided by
an Ohio licensed chiropractor. ODM estimates this will cost $16.5M per year. This amount was
allocated between the Managed Care and FFS populations. Most of the benefit was inherent in
the Rating Period 2022-2023 Managed Care rates, so a small portion was allocated to the FFS
population.

Main Operating Biennial Budget Bill —
H.B. 110, the Main Operating Biennial Budget Bill, appropriated significant sums of money for
the Medicaid program, summarized in the table below:

Millions of $
Program Change FY2022 FY2023
Nursing Facility Quality Incentives and Rate Increases | $ 195 S 295
Nursing Facility Rebasing S 125 S 125
Adult Day Care S 5 S 5
Home and Community Based Services S 14.8 S 42.7
Total S 340 S 468

These amounts were allocated between the Managed Care and FFS populations.

The nursing facility quality incentives and rate increases, together with the nursing facility
rebasing adjustments, result in an increase of the Nursing Facility category of service of 8.7% for
the FFS enrolled population. These increases had an overall increase of 1.9% to the aggregate
base data for the FFS enrolled population.

The adult day care funding results in small increases to the Waiver Services category of service
and aggregate base data for the FFS enrolled population. The Home and Community Based
Services (HCBS) results in an increase of 0.7% to the Waiver Services category of service and a
0.2% increase to the aggregate base data for the FFS enrolled population.

The Main Operating Biennial Budget Bill also provided for expansion of Medicaid coverage for
pregnant women to include the maximum period permitted under federal law, instead of for 60
days after giving birth. This extension was approved and went into effect as of April 1, 2022. It
extends coverage to 12 months for Medicaid-eligible new moms for a five-year period, through
April 2027. While not directly providing a new medical benefit, this policy results in a small
change to the final population mix by extending coverage for the post-partum population.
Please note that essentially all disenrollment is currently suspended by the PHE, so this policy
will effectively activate if and when regular disenrollment resumes.

Single PBM -

In 2019, the Ohio Legislature directed ODM to make a shift in the program and select and
contract with a single PBM (SPBM). ODM'’s goals for SPBM are to improve management and
administration of pharmacy benefits for managed care recipients. Through SPBM, ODM will gain
increased financial accountability and ensure alignment with our clinical and policy goals, while

9
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also improving transparency. Scheduled on October 1, 2022, the SPBM will begin providing
pharmacy services across all managed care plans and members.

In its letter to the JMOC Director dated August 19, 2022 ODM estimates the program will save
S$128M in SFY 2022 and $184.4M in SFY23. Accordingly, we have removed about $4.49B of drug
costs and associated administrative costs from the managed care financial responsibility and
added $4.36B to FFS expenditure for the Managed Care enrolled population.

OhioRISE -

OhioRISE aims to shift the system of care and keep more kids and families together by creating
new access to in-home and community-based services for children with the most complex
behavioral health challenges. The OhioRISE program’s child and family-centric delivery system
recognizes the need to specialize services and support for this unique group of children and
families.

ODM’s actuary has projected the population and per capita costs for this program. As the risk
for this population remains in managed care, there was little aggregate impact.

The aggregate PMPM impact of the adjustments to the FFS and Managed Care populations base data
and FFS expenditures listed above can be found in Appendix I.B by major category of aid.

D
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4. Trend

Trend factors are applied to estimate the change in utilization rate (frequency of services) and unit cost
(pure price change, technology, acuity/intensity, and mix of services) of services over time. These trend
factors are used to project the PMPM costs from the base period to the SFY 2024-2025 biennial
projection period.

The trend figures developed for the biennial projection based on claims-level detail were reviewed at
various levels, including:

1. Population

2. Category of Service

3. Utilization per 1,000

4. Unit Cost

Since detailed claims were available for the FFS projection categories, FFS trend was developed at both
the unit cost and utilization per 1,000 levels for each category of service within each category of aid. FFS
trends were developed through utilization of 3, 6, and 12 month moving averages over the course of the
base data period. Known policy and program changes were considered as well as any outlier costs so
that the projected trends were not influenced by one-time reimbursement changes. These one-time
changes due to program and policy changes are captured separately as noted above in Section 3.02.
The unit cost and utilization trends are used to project these components into the SFY 2024-2025
biennial period and are used to calculate the implied PMPM growth rate that will be used as a part of
the JMOC benchmark.

The biennial projections have been completed assuming current policy will continue. This includes the
methodology used for developing the future capitation rates for the Managed Care program. As a
result, Optumas used trends that were developed by Milliman, ODM'’s actuary, for the Rating Period
2022-2023 Managed Care capitation rates. Using these trends assumes that a similar methodology and
similar trend projections would be used for future capitation rate contract periods. The trends
developed for the Rating Period 2022-2023 capitation rates were displayed at a category of aid and
category of service level and were included in the Rating Period 2022-2023 certification letters.
Optumas used these trend estimates, along with a range of variation (assuming that trends for some
categories may be higher or lower) to project the Rating Period 2022-2023 capitation rates into the SFY
2024-2025 biennial projection period. A similar process was followed for the CY 2022 MyCare Opt-in and
MyCare Opt-Out capitation rates

Once trend has been developed, it is varied as part of the development of the projection range. The
annualized lower and upper bound trend is then used to project each COA and COS from the FFS CY
2021 base, Rating Period 2022-2023 Managed Care base, and CY 2022 MyCare bases into the SFY 2024-
2025 biennium.

The annualized trends used to project each category of aid into the lower bound and upper bound of
SFY 2024 and SFY 2025 are shown below in Figures 4 through 6. Each projection category reflects the
growth rate across all services incurred by that population category. For example, the Adults category in
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the Managed Care section reflects the projected growth rate across both their capitated expenses and
FFS expenses

Figure 5: Annualized FFS Trend Projections — FFS Populations, Scenario A — Constant CY 2021
population mix:

Average Annual

SFY 2024 SFY 2025

FFS Populations

Adults 5.0% 6.4% 3.7% 4.8% 4.3% 5.5%
Children 2.6% 4.0% 2.0% 3.0% 2.2% 3.4%
Disabled 3.7% 5.0% 2.8% 3.8% 3.1% 4.3%
Dual 3.9% 5.3% 2.9% 4.0% 3.3% 4.5%
Other 5.3% 6.6% 3.9% 5.0% 4.5% 5.7%
Total 3.8% 5.2% 2.9% 3.9% 3.3% 4.5%

Figure 6: Annualized Total Spend Trend Projections — MC Populations, Scenario A — Constant CY 2021
population mix:

Average Annual

SFY 2024 SFY 2025

Managed Care | Lower Upper Lower Upper Lower Upper
Populations Bound Bound Bound Bound Bound Bound

Adults 2.3% 3.4% 2.5% 3.5% 2.4% 3.5%
Children 3.0% 4.1% 3.0% 4.0% 3.0% 4.1%
Disabled 2.1% 3.3% 2.3% 3.3% 2.2% 3.3%
Dual 0.5% 1.2% 0.4% 0.9% 0.5% 1.0%
Other N/A N/A N/A N/A N/A N/A

Total 2.2% 3.3% 2.4% 3.3% 2.3% 3.3%

Figure 7: Annualized Statewide Trend Projections — All Populations and Services, Scenario A — Constant
CY 2021 population mix:

All Populations

SFY 2024

SFY 2025

Average Annual

FFS - FFS Costs 3.8% 5.2% 2.9% 3.9% 3.3% 4.5%
MC - FFS Costs 1.8% 3.2% 2.5% 3.6% 2.2% 3.4%
MC - MC Costs 2.3% 3.3% 2.3% 3.2% 2.3% 3.3%
Additional Payments® | 5.9% 6.5% 5.2% 6.0% 5.5% 6.2%
Program Wide 2.8% 3.9% 2.6% 3.6% 2.7% 3.7%

Y Includes Buy-In/Part D Clawback
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The aggregate ‘Program Wide’ trend shown in the table above reflects the following:
e SFY 2024 - This reflects the projected rate of growth from the Rating Period 2022-2023
projected lower and upper bounds to the SFY 2024 projected lower and upper bounds.
e SFY 2025 — This reflects the projected rate of growth from the SFY 2024 projected lower and
upper bounds to the SFY 2025 projected lower and upper bounds.
As exhibited in the table above, the projected growth rate assuming current policy is, and assuming
constant CY 2021 population mix (Scenario A):
e Between 2.8% and 3.9% (annualized) from Rating Period 2022-2023 to SFY 2024
e Between 2.6% and 3.6% from SFY 2024 to SFY 2025

The projected growth rate assuming currently policy, and assuming the population mix is set to reflect
the scenario that the PHE unwinds and disenrollment resumed (Scenario B):

e Between 3.7% and 4.8% (annualized) from Rating Period 2022-2023 to SFY 2024

e Between 3.1% and 4.1% from SFY 2024 to SFY 2025

As noted in the Executive Summary, CMS released its National Health Expenditure (NHE) projections in
March 20222 The average annual growth for Medicaid and CHIP inherent in these projections is 3.9%
from 2023-2025, which is higher than Scenario A but within the range of Scenario B.

The following section summarizes the overall projection results from the combination of each step of
the biennial projection process previously described.

2 https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.2022.00113?journalCode=hlthaff
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5. Projection Summary

To develop a range of projected growth for Ohio’s Medicaid program, Optumas has developed
projections on a PMPM basis for each of the projection categories noted in the preceding sections of
this report. Since Medicaid is limited in the amount of control it has over the change in enrollment over
time, a growth target based on PMPM expenditures, rather than total program dollars, provides a
means of reducing the effect of population growth on this target. In addition to developing projections
on a PMPM basis, the aggregate PMPM (across all populations) is calculated by weighting the individual
COA projections based on the CY 2021 point-in-time enrollment snapshot. Furthermore, as outlined
within Section 3.02 of this report, these projections assume that current policy continues.

Optumas began with the base data time period of CY 2021 for FFS expenditures, Rating Period 2022-
2023 Managed Care capitation rates, and CY 2022 MyCare Opt-Out and MyCare Opt-Out capitation
rates for Managed Care expenditures. The FFS base period was then adjusted for program changes,
based on the current policy within the Medicaid program discussed in Section 3.02. The Managed Care
capitation rates were adjusted for the Single PBM program change, and several changes were affected
to generate the Scenario B projection [Please see Section 6 for details]. To bring the time periods onto
the same relative basis as the biennium, the base periods were trended forwarded to Rating Period
2022-2023 before trending into each year of the biennium using the lower and upper bound trend
estimates. These trended values are shown in Appendix I.B. The summary in Figure 7 below shows the
blended Rating Period 2022-2023 aggregate PMPM estimates for the base year of the biennium.

Figure 8A: Rating Period 2022-2023 PMPM Estimates,
Scenario A — Constant CY 2021 population mix:
Lower Bound | Upper Bound

Rating Period

Estimate Estimate
RP 2022-2023 | $727 $731

Figure 8B: Rating Period 2022-2023 PMPM Estimates,
Scenario B — Modeled PHE unwound population mix:
Lower Bound | Upper Bound

Rating Period

Estimate Estimate
RP 2022-2023 | $737 $741

Using the Rating Period 2022-2023 base described above, Optumas applied the trend factors described
within Section 4 of this report to project both the lower bound and upper bound to each fiscal year in
the biennium. For each year of the biennium the lower bound trend is applied to the lower bound
estimate from Rating Period 2022-2023 to SFY 2024, and a similar approach is applied for the upper
bound estimates. Figure 9 below shows the final SFY 2024 and SFY 2025 aggregate PMPM projections
and corresponding trends.
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Figure 9A: SFY 2024-2025 Projections, Scenario A — Constant CY 2021 population mix:
Overall Projection

[PMPM_ | Annualized Trend'

SFY Lower Bound | Upper Bound | Lower Bound | Upper Bound

2024 $743 $752 2.8% 3.9%
2025 $762 $779 2.6% 3.6%
2023 - 2025 2.7% 3.7%

Figure 9B: SFY 2024-2025 Projections, Scenario B — Modeled PHE unwound population mix:
Overall Projection

[PMPM_ | Annualized Trend'

SFY Lower Bound | Upper Bound | Lower Bound | Upper Bound
2024 $758 $768 3.7% 4.8%

2025 $781 $799 3.1% 4.1%
2023 - 2025 3.4% 4.4%

The midpoint of Rating Period 2022-2023 is 9 months before the midpoint of SFY 2024. Therefore the
annualized trend is greater than the percentage difference between these two periods’ PMPMs.

The figures above exclude all cost categories as described in Section 2. It should be noted that
comparing prior JMOC biennium rate of growth PMPM projections will require great care due to
numerous experiential and policy differences driven by COVID-19, population mix changes, the
disenrollment freeze, and the Single PBM policy.

The projections shown in Figure 8 and in Appendices L.E - |.G, should be viewed as estimates of
aggregate spend across each projection category. These estimates are only intended to reflect
Medicaid’s share of spend for each service, and do not include member or recipient liability. For
example, costs for Nursing Facility services are included within the projections; these expenditures
reflect an estimate of Medicaid’s share of the cost for members who reside in a Nursing Facility.
However, this does not reflect additional service costs for which a recipient is liable to pay (patient share
of cost).

The projections noted above are indicative of estimated PMPM expenditures based on current policy
and a constant population mix from CY 2021. The PMPM projection provides a method of normalizing
for population growth over time, however the change in both mix of membership and services delivered
within each category above, particularly as it pertains to changes that could occur when the PHE ends,
could have a significant impact on the overall program-wide PMPM as we move forward into the
biennium. For example, if new populations that cost less than the program average begin to enroll into
Medicaid, the overall spend of the program would increase. However, since the average cost of these
members would be less than the current average, this would drive down the overall PMPM of the
program, resulting in a lower aggregate PMPM; at the same time the total aggregate dollars would have
increased.

As described in the executive summary, Optumas developed projected growth rates reflective of current
policy, for the SFY 2024-2025 biennium per ORC Section 103.414. Upon review of this report and the
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associated projected growth rates, JIMOC is tasked with selecting an overall growth rate within the
projected range or selecting an independent growth rate for each year of the SFY 2024-2025 biennium.

The following section describes the assumptions and methodology underpinning the Scenario B
methodology created for this report.
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6. Scenario B Projection

Population Adjustments

In response to the COVID-19 pandemic, ODM (along with all other state and territory Medicaid agencies)
implemented a disenrollment freeze for all OH Medicaid populations, with few narrow exceptions in line
with federal guidance, effective March 1, 2020 through the duration of the Public Health Emergency
(PHE) proclamation. The freeze on disenrollment results in members who would normally lose eligibility
now remaining enrolled throughout the COVID-19 PHE declaration. As of August 2022, there is no
announcement about the timing for the end of the PHE declaration.

The Health and Human Services department will end the PHE and disenrollment will resume at some
date in the future. This date is unknown. The pace and length of the disenroliment period is also
unknown — local Medicaid agencies will have to hire case managers, locate members and communicate
eligibility changes to them, and process appeals from members who chose to file one. We have modeled
one potential outcome of this process, for illustrative purposes only, called Scenario B in this document.
The higher trends in Scenario B are due to “addition by subtraction” — healthier members will be
disenrolled, leaving higher acuity (more costly) members remaining.

There are two key assumptions underpinning Scenario B: enrollment and acuity.

Enrollment

We leveraged CMS’ National Health Expenditure March 2022 projections for national Medicaid
enrollment that projects 24.5% of the COVID-driven enrollment gains between 2019 and 2021 will be
disenrolled by 2024, and that Medicaid enrollment will then hold fairly steady into 2025. This is
predicated on many unknown future economic, epidemiological and political events and, of course,
engenders a great deal of uncertainty. The unemployment rate, COVID-19 severity and case count, and
actions of political appointees at federal and state health agencies will all have an impact on Medicaid
eligibility and enrollment in the future.

Acuity

In developing the CY 2021 Managed Care rates, ODM'’s actuary applied a negative acuity adjustment to
the population. This accounted for the generally healthier people with lower medical costs that joined
the Medicaid rolls after experiencing economic disruption. Before COVID-19, they would generally be
disenrolled after regaining employment. Disenrollment has been frozen since March 2020 and the
balance of covered lives has shifted toward this lower acuity population.

This adjustment mostly affected adult TANF and Expansion populations, whose Medicaid eligibility is
weighted toward their income. Medicaid enrollment for children, the elderly, and disabled people are
less sensitive to economic disruption and unemployment.
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In the Scenario B projection, we partially reversed this adjustment for the Adult population to reflect the
assumption that a portion of the Medicaid population has been disenrolled.

The downward acuity adjustment was developed by ODM’s actuary in the early stages of the pandemic
for the CY 2021 managed care rates. We have leveraged this adjustment, reversed to be an upward
acuity adjustment, for the purpose of consistency. It also has a consistent magnitude to the adjustments
in other states that were developed by other actuaries for the same purpose.

No actual disenroliment has taken place anywhere yet, so there is no real world comparison available.
There are many unknowns: which members will be disenrolled first, how many members will file
appeals, how fast disenrollment will be processed and even whether state agencies will have the staffing
capacity.

A Note on Nursing Facilities

Throughout the COVID-19 pandemic, Optumas has observed a nationwide trend away from nursing
facility utilization. This is likely driven by people choosing different settings to live as nursing facilities
were extremely vulnerable to outbreaks. It is unknown when or if nursing home utilization will return to
pre-pandemic levels. As nursing home costs constitute a very large portion of Medicaid spending, small
changes in this rate of utilization can have significant impacts on total costs. In pre-COVID actuarial
calculations, the volatility of this statistic was less of a concern.

Both Scenario A and Scenario B include an assumption for positive trend in nursing facility utilization.
However, there could be any number of unanticipated changes in circumstance that could drive higher
or lower growth in either scenario.
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Appendix 1.A — Projection Categories

Categories of Aid Rollup - Categories of Aid

Confidential

Categories of Service

CFC Adults Adults Clinics Medicaid Schools Program
Extension Adults Clinics - Mental Health Mental Health and Addiction Services
AFK Children Dental Services Other
CFC Children Children DME Other Professional
CHIP Children EPSDT Outpatient ER
ABD <21 Disabled Family Planning Outpatient Non-ER
ABD 21+ Disabled FQHC/RHC PCP
Breast & Cervical Cancer (BCCP) Disabled Home Health/PDN Prescribed Drugs
LTSS Institutional Non Dual Populations1 Disabled Hospice Services Psychology Services
LTSS Waiver Non Dual Populations2 Disabled ICF & ID Public SNF
Community Dual <65 (Non MMC) Dual ICF & ID Private Specialty
Community Dual 65+ (Non MMC) Dual ID Services Transportation
LTSS Institutional Dual Populations1 Dual Inpatient Hospital Vision
LTSS Waiver Dual Populations2 Dual Inpatient Hospital - BH Waiver Services
MyCare Dual Laboratory/Radiology
Medicare Premium Assistance Other
Refugee/Not Assigned Other
RoMPIR/Presumptive/Alien Other
! pD: ICF
Non-DD: SNF

2 DD: Individual Options, Level One, SELF

Non DD: Assisted Living, PASSPORT, OH Home

Care, PACE
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Appendix 1.B — SFY 2024-2025 Biennium Projection Build-Up

FFS Populations - CY 2021 FFS Data Buildup Eligibility Adjustments

Raw CY 2021 Raw CY 2021 MMs Adj. PMPM Adj.  Adj. CY 2021 Adj. PMPM  IBNR Factor Completed Adj. Share of Cost  Final Adj. CY

MMs PMPM Percent Impact Percent MMs CY 2021 PMPM Percentage 2021 PMPM

Adults 659,095 | $ 382 -0.1% -0.1% 658,751 | $ 382 0.9587 | $ 398 0.0%| S 398
Children 238,512 | $ 446 0.0% 0.0% 238,512 | $ 446 0.9550 | $ 467 0.0%| $ 467
Disabled 543,795 | $ 4,717 -1.4% -0.6% 536,264 | S 4,690 0.9855 | $ 4,759 -0.4%| S 4,740
Dual 1,359,369 | S 2,753 0.0% 0.0% 1,359,369 | S 2,753 0.9897 | S 2,781 -7.2%| S 2,580
Other 1,676,935 | $ 50 -0.3% 0.1% 1,672,655 | $ 50 0.9624 | $ 52 0.0%| S 52
Total 4,477,706 | $ 1,507 -0.3% -0.5% 4,465,551 | $ 1,500 0.9860 | S 1,522 -4.2%| S 1,458

FFS Populations - RP 2022-2023 FFS Data Buildup Eligibility Adjustments

Rating Period 2022-2023

Lower Bound Upper Bound

Adj. CY 2021  Adj.CY 2021 Retro Program PC Adj. CY Projected Projected Projected

Projected PMPM

MMs PMPM Changes 2021 PMPM Growth PMPM Growth
Adults 658,751 $398 0.8% $402
Children 238,512 S467 0.5% $470 1.7% 5484 2.5% $491
Disabled 536,264 $4,740 0.1% $4,746 3.3% $5,026 4.2% $5,100
Dual 1,359,369 $2,580 0.0% $2,580 4.1% $2,770 5.0% $2,810
Other 1,672,655 $52 0.6% $53 3.3% $56 4.2% S56
Total 4,465,551 $1,458 0.1% $1,459 3.7% $1,556 4.6% $1,579

FFS Populations - Projected SFY 2024 - SFY 2025 FFS Expenditures
Rating Period 2022-2023 SFY 2024 SFY 2025
Lower Bound  Upper Bound Lower Bound Upper Bound Lower Bound Upper Bound

Adj. CY 2021 PMPM PMPM Projected PMPM Projected PMPM Projected PMPM Projected PMPM
Adults 658,751 $425 $431 5.0% $441 6.4% $451 3.7% $457 4.8% $473
Children 238,512 $484 $491 2.6% $493 4.0% $505 2.0% $503 3.0% $520
Disabled 536,264 $5,026 $5,100 3.7% $5,163 5.0% $5,291 2.8% $5,306 3.8% $5,490
Dual 1,359,369 $2,770 $2,810 3.9% $2,851 5.3% $2,921 2.9% $2,934 4.0% $3,036
Other 1,672,655 S56 $56 5.3% $58 6.6% $59 3.9% $60 5.0% $62
Total 4,465,551 $1,556 $1,579 3.8% $1,601 5.2% $1,640 2.9% $1,647 3.9% $1,704
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Appendix 1.B — SFY 2024-2025 Biennium Projection Build-Up

Managed Care Populations - CY 2021 FFS Data Buildup Eligibility Adjustments

Raw CY 2021 Raw CY 2021 MMs Adj. PMPM Adj. Adj. CY 2021 Adj. PMPM  IBNR Factor Completed Adj. Share of Cost Final Adj. CY

MMs PMPM Percent Impact Percent MMs CY 2021 PMPM  Percentage 2021 PMPM

Adults 15,835,132 | $ 7 0.0% -0.1% 15,833,766 | $ 7 098 |$ 7 0.0%| $ 7

Children 14,652,695 | $ 7 0.0% 0.0% 14,652,671 | $ 7 097 |$ 7 0.0%| $ 7

Disabled 2,421,572 | $ 73 -0.1% -0.8% 2,419,402 | $ 72 098 |$ 74 0.0%| $ 74

Dual 1,643,507 N/A N/A 1,643,507 N/A
Other

Total 34,552,906 | $ 0.0% -0.4% 34,549,346 | $ 12

Managed Care Populations - RP 2022 - 2023 FFS Data Buildup Eligibility Adjustments

Rating Period 2022-2023
Lower Bound

Upper Bound

Adj. CY 2021 Adj. CY 2021  Retro Program PC Adj. CY 2021 Projected Projected Projected Projected
MMs PMPM Changes PMPM Growth PMPM Growth PMPM

Adults 15,833,766 S7 0.0% S7 514.7% $177 514.9%

Children 14,652,671 §7 0.0% S7 188.4% $43 188.7% S43
Disabled 2,419,402 S74 0.0% S74 215.0% $550 215.4% $551
Dual 1,643,507 N/A N/A N/A N/A N/A N/A

Other

Total 34,549,346 $12 0.0% $12 315.1% $145 315.4% $145

Managed Care Populations - Projected SFY 2024 - SFY 2025 FFS Expenditures

Adj. CY 2021

Lower Bound
PMPM

Rating Period 2022-2023

Upper Bound
PMPM

SFY 2024

Lower Bound

Projected

PMPM

Upper Bound

Projected

PMPM

Lower Bound

Projected

PMPM

SFY 2025

Confidential

Upper Bound

Projected

PMPM

Adults 15,833,766 $177 $177 1.6% $179 3.0% $181 2.5% $183 3.5% $187
Children 14,652,671 $43 $43 1.7% S44 3.0% $44 2.3% $45 3.3% $46
Disabled 2,419,402 $550 $551 2.3% $559 3.6% $566 2.8% $575 3.8% $588
Dual 1,643,507 N/A N/A N/A N/A N/A

Other

Total 34,549,346 $145 1.8% $147 3.2% 3.6%
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Appendix 1.B — SFY 2024-2025 Biennium Projection Build-Up

Managed Care Populations - Capitated Expenditures

Rating Period 2022-2023 SFY 2024 SFY 2025
Lower Bound Upper Bound Lower Bound Upper Bound Lower Bound Upper Bound
Adj. CY 2021 PMPM PMPM Projected PMPM Projected PMPM Projected PMPM Projected PMPM
Adults 15,833,766 $439
Children 14,652,671 $259 $259 3.3% $266 4.3% $268 3.1% $274 4.1% $279
Disabled 2,419,402 $1,008 $1,008 2.0% $1,023 3.0% $1,030 2.0% $1,044 3.0% $1,062
Dual 1,643,507 51,438

Other
Total 34,549,346 $450

Managed Care Populations - FFS Expenditures

Rating Period 2022-2023 SFY 2024 SFY 2025
Lower Bound Upper Bound Lower Bound Upper Bound Lower Bound Upper Bound
Adj. CY 2021 PMPM PMPM Projected PMPM Projected PMPM Projected PMPM Projected PMPM
Adults 15,833,766 $177 $177 1.6% $179 3.0% $181 2.5% $183 3.5% $187
Children 14,652,671 $43 $43 1.7% $44 3.0% $44 2.3% $45 3.3% $46
Disabled 2,419,402 $550 $551 2.3% $559 3.6% $566 2.8% $575 3.8% $588
Dual 1,643,507 N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

Other
Total 34,549,346 $145 $145

Managed Care Populations - Combined Expenditures

Rating Period 2022-2023 SFY 2024 SFY 2025
Lower Bound Upper Bound Lower Bound Upper Bound Lower Bound Upper Bound
Adj. CY 2021 PMPM PMPM Projected PMPM Projected PMPM Projected PMPM Projected PMPM

Adults 15,833,766 2.3% 3.4% 2.5% 3.5%

Children 14,652,671 $303 $303 3.0% $309 4.1% $312 3.0% $319 4.0% $325
Disabled 2,419,402 $1,558 $1,559 2.1% $1,582 3.3% $1,597 2.3% $1,619 3.3% $1,650
Dual 1,643,507 51,438 51,441 0.5% 51,444 1.2% $1,454 0.4% $1,450 0.9% 51,468
Other

Total 34,549,346 $588 $588 2.2% $598 3.3% $603 2.3% $612 3.3% $623
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Appendix 1.C — Biennium Projection
PMPM Trend
Period Lower Bound Upper Bound Lower Bound Upper Bound

Rating Period 2022 - 2023
SFY 2024

SFY 2025
SFY 2024 - 2025
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Appendix 1.D — PMPM - Rating Period 2022 - 2023
FFS Populations - FFS Expenditures

Confidential

Managed Care Populations - Capitated Expenditures

Adj. CY 2021 I..ower Bfound l.Jpper I?found Adj. CY 2021 I..ower Bfound l.Jpper I?found
MMs Rating Period 2022 Rating Period 2022: MMs Rating Period 2022 Rating Period 2022:
2023 PMPM 2023 PMPM 2023 PMPM 2023 PMPM
Adults 658,751 | S 425 | $ 431 Adults 15,833,766 | $ 439 | $ 439
Children 238,512 | S 484 | S 491 Children 14,652,671 | $ 259 [ S 259
Disabled 536,264 | S 5,026 | S 5,100 Disabled 2,419,402 | S 1,008 | S 1,008
Dual 1,359,369 | S 2,770 | S 2,810 Dual 1,643,507 | S 1,438 | S 1,441
Other 1,672,655 | S 56 |S 56 Other - S - S -
Total 4,465,551 | S 1,556 | $ 1,579 Total 34,549,346 | $ 450 | S 450

Managed Care Populations - FFS Expenditures

Managed Care Populations - Combined Expenditures

Adj. CY 2021 I.‘ower B.ound L.Jpper B'ound Adj. CY 2021 I.‘ower B.ound L.Jpper B'ound
MMs Rating Period 2022 Rating Period 2022- MMs Rating Period 2022 Rating Period 2022-
2023 PMPM 2023 PMPM 2023 PMPM 2023 PMPM
Adults 15,833,766 | S 177 | S 177 Adults 15,833,766 | S 616 | S 616
Children 14,652,671 | S 43 | $ 43 Children 14,652,671 | S 303 | S 303
Disabled 2,419,402 | $ 550 | $ 551 Disabled 2,419,402 | $ 1,558 | $§ 1,559
Dual 1,643,507 | S 21S 2 Dual 1,643,507 | S 1,439 | S 1,443
Other - S - S - Other - $ - S -
Total 34,549,346 | $ 138 | $ 138 Total 34,549,346 | $ 588 | $ 588

Note: Total dollars above are NOT intended to reflect estimated expenditures in Rating Period 2022-2023 (July 2022 - December 2023) but are intended

to provide a view of the magnitude of total spend by each population, relative to each-other using a constant membership mix. These dollars are calculated
by multiplying projected PMPM by the adjusted CY 2021 MMs used to develop the aggregate PMPM. Total estimated expenditures will vary depending on
the number of member months experienced in Rating Period 2022-2023, as well as to the extent that additional programmatic changes outside of current

policy go into effect through the duration of Rating Period 2022-2023.
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Appendix 1.E — Total Cost Estimates

FFS Populations

- FFS Estimates

Adj. CY 2021 MMs

Lower Bound

Rating Period 2022-

2023

Upper Bound
Rating Period 2022
2023

Adj. CY 2021 MMs

Managed Populations - Capitated Estimates

Lower Bound

Rating Period 2022

2023

Upper Bound
Rating Period 2022-
2023

Adults 658,751 [ $ 280,000,000 [ $ 284,000,000 Adults 15,833,766 | $  6,950,000,000 | $  6,950,000,000
Children 238,512 [$ 115,000,000 | $ 117,000,000 Children 14,652,671 | $ 3,800,000,000 | $ 3,800,000,000
Disabled 536,264 | $ 2,695,000,000 | $ 2,735,000,000 Disabled 2,419,402 | $ 2,438,000,000 | $ 2,438,000,000
Dual 1,359,369 | $ 3,766,000,000 | $ 3,820,000,000 Dual 1,643,507 | $ 2,363,000,000 | $ 2,369,000,000
Other 1,672,655 | $ 93,000,000 | $ 94,000,000 Other - IS - s -
Total 4,465,551 | $ 6,949,000,000 | $ 7,050,000,000 Total 34,549,346 | $ 15,551,000,000 | $ 15,557,000,000

Adj. CY 2021 MMs Rating Period 2022

Managed Populations - FFS Estimates

Lower Bound

2023

Upper Bound
Rating Period 2022
2023

Adj. CY 2021 MMs Rating Period 2022

Managed Populations - Combined Estimates

Lower Bound

2023

Upper Bound
Rating Period 2022-
2023

Adults 15,833,766 | $ 2,802,000,000 | $ 2,804,000,000 Adults 15,833,766 | $ 9,752,000,000 | $ 9,754,000,000
Children 14,652,671 | S 633,000,000 | S 634,000,000 Children 14,652,671 | S 4,433,000,000 | S 4,434,000,000
Disabled 2,419.402 | S 1,331,000,000 | S 1,334,000,000 Disabled 2,419,402 | 3,769,000,000 | S 3,771,000,000
Dual 1,643,507 | S 2,000,000 | $ 3,000,000 Dual 1,643,507 [ $ 2,366,000,000 [ $ 2,371,000,000
Other - | - s - Other -~ |® - s _
Total 34,549,346 | $ 4,768,000,000 | $ 4,775,000,000 Total 34,549,346 | $ 20,320,000,000 | $ 20,330,000,000

All Populations -

All Estimates

Lower Bound

Upper Bound

Adj. CY 2021 MMs Rating Period 2022 Rating Period 2022-
2023 2023

FFS 16,492,517 $6,949,000,000]  $7,050,000,000
MC - FFS 14,891,183 $4,768,000,000]  $4,775,000,000
MC - MC 2,955,666 | $15,551,000,000] $15,557,000,000
Total - Medical Expe 3,002,876 | $27,268,000,000] $27,382,000,000
Additional Payment 1,672,655 $1,298,000,000]  $1,319,000,000
Total Expenditures 39,014,897 | $28,566,000,000] $28,701,000,000

1 Includes Buy-in and Part D Clawback
Note: The sum of each category may not equal the totals above, as dollars have been rounded to the nearest 51,000,000.

Note: Total dollars above are NOT intended to reflect estimated expenditures in Rating Period 2022-2023 (July 2022 - December 2023) but are intended

to provide a view of the magnitude of total spend by each population, relative to each-other using a constant membership mix. These dollars are calculated
by multiplying projected PMPM by the adjusted CY 2021 MMs used to develop the aggregate PMPM. Total estimated expenditures will vary depending on
the number of member months experienced in Rating Period 2022-2023, as well as to the extent that additional programmatic changes outside of current
policy go into effect through the duration of Rating Period 2022-2023.
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Appendix 1.F — Distribution of Cost
FFS Populations - FFS Expenditure Distribution

Lower Bound Rating

Period 2022-2023

Children 1.0%
Adults 0.4%
Disabled 10.0%
Dual 14.0%
Other 0.3%
Total 25.7%

Managed Care Populations

FFS Expenditure Distribution

Lower Bound Rating

Period 2022-2023

Capitated Expenditure Distribution

Lower Bound Rating

Period 2022-2023

Combined Expenditure Distribution

Lower Bound Rating

Period 2022-2023

Adults 10.2% Adults 25.4% Adults 35.6%
Disabled 2.3% Disabled 13.9% Disabled 16.2%
Children 4.9% Children 8.9% Children 13.8%
Dual 0.0% Dual 8.7% Dual 8.7%
Other 0.0% Other 0.0% Other 0.0%
Total 17.4% Total 56.8% Total 74.3%

Lower Bound Rating

Period 2022-2023

FFS 25.5%
MC - FFS 17.5%
MC - MC 57.0%
Total - Medical Expenditures 100.0%

All Populations - Combined Expenditure Distribution
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