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The purpose of this letter is to transmt the rate caps for physician based
partial capitation nmmnaged care prograns. These rates were recently
approved by the New York State Division of Budget (DOB)

Chapter 165 of the Laws of 1991 mandated a nassive Statewi de nmanaged care
effort which requires that 50% of the non-exenpt Medicaid population
(approximately 1.25 mllion eligibles) be enrolled in nanaged care within a
ni ne year period.

As of January, 1994, there were 286,144 Medicaid eligibles in 32 districts
and NYC enrolled in 88 nanaged care prograns. HM>s are expected to continue
to expand their Medicaid participation for several years. However, that
growth is not expected to go beyond 500,000 - 600,000 recipients. That
neans that other kinds of managed care prograns will be required to enrol
an additional 500,000 - 600,000 people. It is necessary to develop
additional provider capacity in the formof partial capitation and other
progranms, especially in the areas where HMO capacity is [|acking. On
aver age, each of these nmnaged care providers can be expected to enrol
bet ween 5,000 and 10,000 MA reci pients. G ven the need to enroll 500,000
reci pients this neans that we nmay need between 50 and 100 additional nanaged
care providers.

Recogni zing the need for alternative programtypes, we have attenpted to
encour age the devel opment of physicians-based partial capitation prograns.
One of the nmain obstacles to program devel opnent has been the i nadequacy of
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provi der rates. To date physician rates have been based on the historic
fee-for-service experience whi ch consi sts of | ow provi der

partici pation, under utilization of primary nedical care, epi sodi c
treatnment, and over-utilization of energency nedicine. The historic fee-

for-service cost for physician services is inadequate to pay for the new
i ncreased responsibilities of the physician case nanager.

To offset the inpact of underutilization and | ow provider participation, the
rate caps were devel oped using a nethodol ogy based on statew de utilization

and regional pricing rather than district specific historical costs. In
many districts, this has the effect of increasing the cost of primary care
servi ces. This is an expected and necessary increase, if we hope to reach

our enroll ment goals.

Attachnment 11 lists the rate caps for primary and specialty care for each
regi on by actuarial class. These rates are the maxi numthat nmay be paid in
a physici an program Pl ease keep in mnd these are rate caps. A district
nmay negotiate any rate that the provider will accept up to the rate cap, but
we do not expect many prograns to receive the nmaxi mum rei mbur senent.

When negotiating a rate with a possi ble nanaged care provider, there are
three factors which nust be considered, programstructure, utilization and
benefit package. There are three possible program structures. First there

is the Medical Society of the State of New York Mddel (MSSNY), in which the
contractor acts as the adnmnistrative entity for the program and perforns

all the admnistrative functions of a nmanaged care provider, (quality
assurance, utilization review, grievance process, nenber services, etc.).
In the second possible nodel, the district contracts with a | arge physician
group or groups, and the group assunes nobst of the program admnistrative
functions. Any functions not perforned by the group would becone the
responsibility of the local district. Finally, the district may contract
with small groups of physicians and/or individual physicians. In this case,

adm nistrative responsibilities will be shared between the l|ocal district
and the physician(s), or the district nay opt to act as the adm nistrative
entity (as Erie County has with its' three physician prograns). The rate
would vary in each of these nodels, reflecting the involvenent of the
provider in the adm nistration of the program

Shoul d the district decide to negotiate a relatively lowrate, it nmay want
to consider sharing any savings achieved wth the provider(s) as an
incentive to participate in the program A federal waiver is required for
this type of program

Physicians will often have questi ons about expected utilization and incone.

Attachment |11 is a table which identifies the statewide utilization
aver ages which were used in the rate nethodol ogy. CQccasional ly a physician
will want to know how the incone fromthe capitation paynment will conpare
with the incone he/she is currently receiving. The per visit paynment can
be estimated by multiplying the nonthly rate tinmes twelve and dividing by
expected utilization. Renenber that in addition to the capitation paynent,

a physician may also bill the Medicaid Managenent |nfornation System (MM S)
for any well child visits and the cost of inmunization nmaterials.
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The benefit package for physician partial capitation prograns i s sonewhat
standardi zed. Most prograns will only cover prinmary care physician services
and the rate the district negotiates will be based on the rate cap in the
columm | abel ed Primary Care. The primary care rate caps cover all primary
care services provided in a physicians' office (lab-work, tests, x-rays and
procedures) and hospital visits. However, practice patterns differ from
office to office and the negotiated rates will have to vary to reflect the
range of services a physician can provide.

Should the district wsh to develop a program which provides both prinmary
and specialty services, the overall rate will be the sumof the primary and

specialty rates. However, the district and provider should be aware that
this conbined rate woul d then cover all primary care and specialty physician
services (lab-work, tests, x-ray, surgery, procedures, etc.) provided in the
office or at the hospital. In the MSSNY Mbdel, which includes all primary
care physician services and specialty office visits, the specialty rate was
adj usted to include an amount that reflects office visits only.

Once both parties have cone to an agreenent, the negotiated rates nust be
approved by the New York State Departnent of Social Services (SDSS) and DOB

SDSS managed care staff are available to assist a district in all aspects of
devel opi ng a physici an-based nanaged care program We woul d encourage the
district to work with SDSS staff when negotiating rates wth providers.
Should vyou require technical assistance, please contact your nanaged care
representative at 1-800-343-8859 ext. 6-4429.

I f you have any questions about these rates, please call Robert J. Lass at
(518) 473-0885 or your nmnaged care representative.

Si ncerely,

Sue Kelly
Deputy Conmi ssi oner
Division of Health & Long Term Care
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NYPHRM REG ONS

COUNTY REG ON

Al bany Nor t heast

Al | egany West ern

Br oone Central

Cat t ar augas Western

Cayuga Central

Chaut auqua West ern

Chemung Central

Chenango Utica

Clinton Nor t heast

Col unmbi a Nor t heast

Cortl and Central

Del awar e Nor t heast

Dut chess Northern Metro

Erie Western

Essex Nor t heast

Franklin Uica

Ful t on Nor t heast

Cenesee West ern

G eene Nor t heast

Ham | t on Uica

Her ki mer Uica

Jef ferson Uica

Lew s Uica

Li vi ngston Rochest er

Madi son Uica

Monr oe Rochest er

Mont gomery Nor t heast

Nassau Long Isl and

Ni agar a Western

Onei da Uica

Onondaga Central

Ontario Rochest er

O ange Northern Metro

O | eans Western

Cswego Utica

QO sego Utica

Put nam Northern Metro

Renssel aer Nor t heast

Rockl and Northern Metro

St. Lawrence Uica

Sar at oga Nor t heast

Schenect ady Nor t heast

Schohari e Nor t heast

Schuyl er Central

Seneca Rochest er

St euben Central

Suf f ol k Long Isl and

4

1
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Sul i van

Ti oga

Tonpki ns

U ster

VWarren

Washi ngt on
Wayne

West chest er
Wom ng

Yat es

NYC- Br onx
NYC- Br ookl yn
NYC- Manhat t an
NYC- Queens
NYC- St at en | sl and

Northern Metro
Central

Central
Northern Metro
Nor t heast

Nor t heast
Rochest er
Northern Metro
Western
Rochest er

NYC

NYC

NYC

NYC

NYC

At t achnent

p. 2
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Attachnent Il p.1
METHODOLOGY

We used statewide utilization and regional pricing, rather than district-
specific historical fee-for-service costs and utilization. Experience has
shown that rates based on the district-specific data were too variable from
year to year. Attachnent | lists each district and identifies the New York
Prospective Hospital Reinbursenment Methodol ogy (NYPHRM) region to which the
district is assigned.

Ofice visits were priced at the Preferred Physician and Chil dren Program
(PPAC) level. This was done in recognition of the additiona

responsi bilities a physician assumes when he/she agrees to participate. As
a managed care provider a physician is expected to provide 24 hour, 7 day
per week access and nedi cal case nanagenent for enrollees. Access to nobst
ot her nedical services is controlled by the primary care provider.

These increases are justified by the savings we expect to achieve (as a
result of nedical case nmanagenent) in the cost of other nedical services,
especially inpatient and emergency services.

The cost of Child/ Teen Health Plan (C/ THP) services and PPAC well child
visits are not included in these rates.

Al'l services billed under an Obstetrics/ Gynecol ogy (OB/ Gyn) specialty and
all births regardless of speciality are carved out, as well as office visits
that can be identified as prenatal care.

Al rates are net of third party paynments. (It is assuned that providers
will bill all third party insurers directly.) This is nost evident in the
rate caps for SSI recipients over 65, which are relatively | ow because they
are net of Medicare reinbursenent.
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REG ONAL PHYSI CI AN PARTI AL CAPI TATI ON RATE CAPS

LONG | SLAND REG ON: PRI MARY SPECI ALTY
CARE CARE
1) ADC+HR <1 $38. 45 $11. 25
2) ADC+HR F 1-14 $21. 36 $5. 67
3) ADC+HR F 15-20 $24. 08 $10. 04
4) ADC+HR M 1- 20 $20. 43 $7. 86
5) ADC 21- 64 $30. 43 $11. 85
6) HR21- 29 $25. 63 $11. 95
7) HR30- 64 $34. 40 $14. 85
8&9) SSI 0-20 $30. 99 $32. 88
10) SSI 21-64 $33. 58 $22. 39
11) SSI 65+ $7.72 $4. 40
LONG | SLAND COVBI NEC $24. 94 $11. 66
ROCHESTER REG ON:
1) ADC+HR <1 $31. 73 $6. 52
2) ADC+HR F 1-14 $17. 10 $4. 09
3) ADC+HR F 15-20 $19. 74 $8. 46
4) ADC+HR M 1- 20 $16. 63 $5. 20
5) ADC 21- 64 $26. 16 $11.91
6) HR21- 29 $22. 25 $9. 75
7) HR30- 64 $31. 67 $13. 82
8&9) SSI 0-20 $26. 71 $34. 67
10) SSI 21-64 $28. 19 $21. 70
11) SSI 65+ $5. 62 $3.31
ROCHESTER COVBI NED: $21. 58 $9. 86
NORTHEAST REG ON:
1) ADC+HR <1 $31. 59 $8. 09
2) ADC+HR F 1-14 $17. 57 $3. 66
3) ADC+HR F 15-20 $21. 05 $10. 08
4) ADC+HR M 1- 20 $17. 06 $4. 81
5) ADC 21- 64 $27. 16 $13. 52
6) HR21- 29 $24. 16 $12. 64
7) HR30- 64 $31. 40 $20. 73
8&9) SSI 0-20 $26. 47 $25. 57
10) SSI 21-64 $27. 97 $21. 18
11) SSI 65+ $5. 76 $4. 17
NORTHEAST COVBI NED: $21. 81 $11. 12
UTI CA REG ON:
1) ADC+HR <1 $30. 73 $6. 03
2) ADC+HR F 1-14 $16. 84 $3. 70
3) ADC+HR F 15-20 $20. 88 $7. 98
4) ADC+HR M 1- 20 $16. 28 $4. 73
5) ADC 21- 64 $26. 04 $9. 89
6) HR21- 29 $23. 04 $8. 56
7) HR30- 64 $27.91 $13. 21
8&9) SSI 0-20 $26. 69 $27. 19
10) SSI 21-64 $25. 99 $21. 30
11) SSI 65+ $4. 23 $2.12

UTl CA COVBI NED: $20. 74 $9. 53
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CENTRAL REG ON:
1) ADC+HR <1

2) ADC+HR F 1- 14
3) ADC+HR F 15-20
4) ADC+HR M 1- 20
5) ADC 21- 64

6) HR21- 29

7) HR30- 64

8&9) SSI 0-20
10) SSI 21-64
11) SSI 65+
CENTRAL COVBI NED:

NORTH METRO REG ON:
1) ADC+HR <1

2) ADC+HR F 1- 14

3) ADC+HR F 15-20
4) ADC+HR M 1- 20

5) ADC 21- 64

6) HR21- 29

7) HR30- 64

889) SSI 0-20

10) SSI 21-64

11) SSI 65+

NORTH METRO COVBI NEC

VESTERN REG ON:
1) ADC+HR <1

2) ADC+HR F 1- 14
3) ADC+HR F 15-20
4) ADC+HR M 1- 20
5) ADC 21- 64

6) HR21- 29

7) HR30- 64

889) SSI 0-20

10) SSI 21-64

11) SSI 65+
VESTERN COVBI NED:

NEW YORK Cl TY REG ON:
1) ADC+HR <1

2) ADC+HR F 1- 14

3) ADC+HR F 15-20

4) ADC+HR M 1- 20

5) ADC 21- 64

6) HR21- 29

7) HR30- 64

889) SSI 0-20

10) SSI 21-64

11) SSI 65+

NEW YORK CI TY COMVBI NED

$32.
$18.
$20.
$17.
$26.
$22.
$30.
$28.
$27.

$4.
$21.

$34.
$19.
$23.
$19.
$29.
$26.
$35.
$33.
$32.

$7.
$24.

$32.
$18.
$20.
$17.
$26.
$23.
$32.
$26.
$28.

$5.
$22.

$34.
$20.
$24.
$19.
$31.
$29.
$36.
$33.
$34.

$6.
$25.

92
21
43
67
06
60
33
28
18
73
98

47
82
47
17
55
95
18
14
40
30
51

16
14
83
47
99
96
76
60
39
02
63

53
63
43
82
32
26
14
48
00
92
28

$7.
$3.
$8.
$4.
$10.
$9.
$14.
$24.
$20.
$3.
$9.

$8.
$4.
$9.
$5.
$11.
$10.
$13.
$28.
$21.
$4.
$10.

$7.
$3.
$8.
$4.
$11.
$9.
$13.
$27.
$21.
$4.
$9.

$7.
$3.
$11.
$5.
$12.
$10.
$12.
$35.
$24.
$4.
$10.

71
60
36
44
81
46
47
27
32
72
51

63
18
49
32
29
91
97
66
35
65
12

74
86
47
95
38
10
01
47
64
02
67

48
98
59
43
81
32
73
48
90
12
00

At t achnent

p.3



Date January 31, 1994

Trans. No.

94 LCM 10

Page No.

9

UPSTATE TOTAL:

1) ADC+HR <1

2) ADC+HR F 1- 14
3) ADC+HR F 15-20
4) ADC+HR M 1- 20
5) ADC 21- 64

6) HR21- 29

7) HR30- 64

8&9) SSI 0-20

10) SSI 21-64

11) SSI 65+
UPSTATE COVBI NED:

TOTAL STATEW DE:
1) ADC+HR <1

2) ADC+HR F 1- 14
3) ADC+HR F 15-20
4) ADC+HR M 1- 20
5) ADC 21- 64

6) HR21- 29

7) HR30- 64

889) SSI 0-20
10) SSI 21-64
11) SSI 65+

STATEW DE CQOVBI NED

$33.
$18.
$21.
$17.
$27.
$24.
$33.
$28.
$29.

$5.
$22.

$33.
$19.
$23.
$19.
$30.
$27.
$35.
$31.
$32.

$6.
$24.

22
42
35
83
73
54
04
50
66
82
85

98
94
49
21
08
52
37
20
14
55
47

$7.
$3.
$8.
$4.
$11.
$9.
$14.
$27.
$21.
$3.
$9.

$7.
$3.
$10.
$5.
$12.
$10.
$12.
$30.
$23.
$4.
$9.

19
89
74
96
40
94
03
15
40
73
91

27
94
50
24
31
16
94
82
56
01
97

At t achnent

p. 4



