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The MA Part C Bid Pricing Tool (BPT) is composed of seven “worksheets” (wks).  It is a complex actuarial model and tool that permits the actuary and the MAO (Medicare Advantage Origanization) to incorporate base period data and or manual rates and many actuarial adjustment factors in order to project the cost of the Medicare Advantage plan in the upcoming contract year.  
On or before 11:59 PT on Monday, June 3, 2013, actuaries were required to submit their BPTs for the 2014 contract year.  These contract year “2014 bids” incorporated 2012 calendar year claims experience if the plan was in force in 2012 and there were enrolled members—even just one member for one month.  2012 was the base period, and 2014 is the contract year—we will use 2012 to mean the base period for the CY 2014 BPTs we will discuss during this MA boot camp in November, 2013.
The BPT has many inputs.  These include data about the insured population in the base period (2011), average risk score, number of member months, claims experience at an allowed cost level and more.  It also includes many projections concerning the same items for the contract period (2014), including a break-down of where the members will be located by county, what the cost-sharing for their 2014 benefit will be, what the allowed and paid cost will be, how much administrative costs and profit will be, etc.  Unlike commercial pricing, the MA BPT contains a pre-determined benchmark amount that is a key determinant of the projected revenue.
To help you learn to use the BPT, it is easiest to think of each worksheet (WKS) as having a specific function in the BPT.  In reality, some of the worksheets may have multiple functions, but the following simplified description will help orient the new user to the bid tool.  Yellow highlighted cells require input.
WKS 1, MA Base:
Contains the base year experience (2012), (as well as summary information about the type of the 2014 plan at the top of the page).  The base period experience includes not only claims experience from the base period, but also membership information, risk scores, contract and plan numbers of the MA plans that the members were enrolled in during the base period.  The 2012 allowed claim experience is broken down into utilization, unit cost, and PMPM.  It is stratified into type of service categories, some of which are covered by traditional A/B Medicare, some of which are not.   The net paid is separated from the allowed cost, and the number of people who utilize the benefit is shown for each service category.  WKS 1 also contains projection factors, such as trend and other adjustment factors that allow the actuary to project the base year data forward by two years to the contract period (2012 experience to a 2014 level).  WKS 1 projects the allowed cost, which is the sum of paid cost plus member cost-sharing.  At the bottom of WKS 1 is the “two year lookback” for the base period, which is similar to a simplified summary income statement.  One of the key concepts to understand about WKS 1 is that base period data in sections II to section V cover the entire membership EXCEPT those members in ESRD or Hospice status.  The two year lookback in section VI, however, includes the ESRD and Hospice members whose revenue and cost structure are different than the rest of the MA population.  MAOs
WKS 2, MA Allowed:
Develops the final projected contract year experience (2013).  The claims are at an allowed cost level.  If the claim experience is fully credible (>=24,000 member months), no manual rates are used.  In this case, the WKS 1 base year experience is projected to WKS 2 and shown in columns f to h of Sec II.  If the experience is partially credible , a blend of projected experience and manual is used; and if there is no base period claim experience, only a manual rate is used.  The manual rate is introduced in WKS 2, and it is already trended to the contract year level.  Beginning in 2008 for the 2010 bids, WKS 2 began to do one more thing—it breaks the projected allowed cost into PMPMs for each service category for two mutually exclusive sub-populations—those that pay their own cost-sharing (the non-DE#s) vs. those whose cost-sharing is paid by Medicaid (the DE#s).  Generally, but not always, the non-DE# subpopulation has a lower risk score than the DE#, thus the allowed costs for the DE# are typically greater.  This split is carried forward into the other WKS of the BPT, especially WKS 4.  Various rules apply to when the DE#s must be split out in the bid.  For the sake of simplicity, when we look at a sequence of bids during this course, we will begin with simplified bids in which there are no DE#s.
WKS 3, MA Cost Sharing:
Calculates the value of the projected cost sharing for the MA plan in the contract year (2014).  The necessary information is collected by type of service in order to calculate the effective cost-sharing on a PMPM basis both for In and Out of Network services separately and combined.  This WKS also records the value of cost sharing before and after the application of any Out of Pocket maximum.  Beginning with the 2011 calendar year, CMS required that all MA plans have a Maximum Out of Pocket (MOOP) cost of $6,700 for HMO and PPO plans.  Less is preferred by CMS.  This added a great deal of complexity to WKS 3 because the actuary must calculate how much the member cost-sharing is reduced by the MOOP.  For 2013, the mandatory MOOP is $6,700; and it will be $6,700 in CY 2014 as well. 
WKS 4, MA Required Revenue:
Combines the 2013 projected allowed cost from wks 2 and subtracts off the projected cost sharing in wks 3 in order to calculate the projected paid cost.  [Allowed – CostSharing  =  Paid].  Paid is also called NET PMPM.   Be careful—this terminology is used somewhat differently by different users.   WKS 4 has become a complicated Wks, especially since the advent of the DE# distinction.  Towards the bottom of Section II C, the user must enter the projected administrative cost for 2014, net reinsurance cost, and gain/loss margin to generate a total revenue requirement.  This is then split into two pieces—the part that corresponds to the traditional A/B Medicare benefits (cell O108--the “bid”) and cell R108, which is all else, which represents additional benefits above and beyond the traditional A/B Medicare benefit.  This Wks is constructed in such a way that it permits CMS to separate the cost of services covered by traditional A/B Medicare from the two different types of mandatory supplemental benefits (non-Medicare covered services and reduced cost-sharing) included in the MA plan.  In this wks, the MAO demonstrates to CMS that it can provide traditional Medicare for a cost of $x PMPM, even with the MAO admin and profit charges included.  If the $x bid (the MAO’s A/B cost in cell O108) is less than the weighted average of the 2014 risk-adjusted revenue for the counties in the bid, the plan will show savings and rebate in wks 5.  Beginning in 2008 for the 2010 bids, this wks also began to show the split between non DE# and DE#.  The split between DE# and non-DE# makes this wks more difficult to understand.  (The 2009 BPT predates this DE# split and is available on the CMS website for those who wish to view it.)  There are also 3 final sections in the current Wks 4, Sec III – V, that we will discuss during the boot camp.  Most of our effort will be focused on the development of the bid (cells H108, O108, and R108).  
WKS 5, MA Benchmark:
Calculates the rebate and several other important values.  In essence, this wks takes the Plan A/B benchmark revenue, subtracts the Plan A/B cost to obtain the Plan Savings.  Prior to 2012, 75% of that savings was the Rebate.  (If there is no savings, which occurs sometimes and is a competitive disadvantage, there will be a member premium—careful again with terminology, this is not the monthly member premium in WKS 6...)  The rebate must be used to provide plan members with additional (mandatory supplemental) Part C and or Part D benefits.  It could also be used to reduce the monthly premium that Medicare Advantage beneficiaries pay for their Part B premium, but this is not often done in actual practice.  Beginning in 2012, CMS began to vary the rebate as a percentage of savings depending on the plan’s CMS Star Rating for quality.  The higher the Stars rating, the greater the rebate as a percentage of savings.
WKS 6, MA Bid Summary:

Brings together the key components of the bid.  It shows the rebate, which is the amount left over to spend on additional benefits, and it allocates that rebate to various categories of additional benefits above and beyond the usual package of benefits covered by the traditional A/B Medicare plan.  In this wks, the actuary will balance the bid.  That is, the bid will not “finalize” until the unallocated rebate is $0 in cell L31 of wks 6.  The additional benefits over and above A/B Medicare are called mandatory supplemental benefits.  As discussed earlier, there are two forms of these—the first is reduced cost-sharing in MA relative to A/B Medicare; the second is non-Medicare covered benefits, such as vision, hearing aids, and dental.   The amounts allocated to these from the rebate are shown in cells L25 and L26 respectively.  Wks 6 also shows the amount of the rebate that is applied to reduce or eliminate Part B Medicare premium, Part D basic cost, and Part D supplemental cost, if any.  The total of the allocations for all these extra benefits must equal the rebate in order for the bid to balance.  That is, the unallocated rebate must be $0.  Balancing the bid often requires an iterative process of adjusting various inputs including the benefit plan, in order to fully allocate the Part C rebate and get cell L31 to equal $0.00.  Wks 5 also lists all the counties in the bid’s service area, their expected enrollment, and risk scores.
WKS 7, Optional Supplemental:
Is only used if the MAO intends to offer to sell optional benefits, such as an elective dental or vision plan, to all those who enroll.  Each MA member in the plan is given the option to purchase the optional supplemental coverage.  MAOs that do not offer optional supplemental benefits do not fill out wks 7.  This wks is relatively easy to fill out, and can accommodate up to 5 different optional supplemental benefit programs.  We will cover it briefly during the course.
FINAL COMMENTS:   Some data in the bid is informational only and does not contribute to the development of these factors.  As mentioned above, most of our effort will be focused on the development of the bid (cells H108, O108, and R108).  There are thousands of data cells in the BPT, and while they are all important, they are not all of equal importance.  It can take multiple bid seasons for an actuary to become proficient in the use of the BPT, the business of MA, the fine points of the products, and the actuarial science behind pricing them.
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