19TH JUDICIAL DISTRICT COURT FOR THE PARISH OF EAST BATON ROUGE
STATE OF LOUISIANA

NO. 651069 SECTION 22

JAMES J. DONELON, COMMISSIONER OF INSURANCE FOR THE STATE OF
LOUISIANA, IN HIS CAPACITY AS REHABILITATOR OF
LOUISIANA HEALTH COOPERATIVE, INC.

V.

TERRY 8. SHILLING, GEORGE G. CROMER, WARNER L. THOMAS, IV, WILLIAM
A. OLIVER, CHARLES D. CALVI, PATRICK C. POWERS, CGl TECHNOLOGIES
AND SOLUTIONS, INC., GROUP RESOURCES INC., BEAM PARTNERS, LLC, AND
TRAVELERS AND SURETY COMPANY OF AMERICA.

FILED:

DEPUTY CLERK

EXCEPTION OF PREMATURITY
OR, ALTERNATIVELY, MOTION TO STAY PROCEEDINGS
ON BEHALF OF BEAM PARTNERS, LEC

NOW INTO COURT, through undersigned counsel, comes defendant Beams Partners, Inc.
(“Beam”) who excepts to the Petition for Damages and Jury Demand (“Petition for Damages™) and
First Supplemental, Amending and Restated Petition for Damages and Request for Jury Trial
{Supplemental Petition”) (referred to collectively hereafter as “Petitions™) filed by James J. Donelon
on behalf of the Louisiana Health Cooperative, Inc.’s (“Healthcare CO-OP”). The Petitions assert
claims against Beam for breach of contract and negligence based upon the breach — claims that fall
under the scope of the arbitration clause to which they contractually agreed.

To permit the Healthcare CO-OP’s lawsuit against Beam to proceed in state court
contravenes the parties” contract and applicable state law. Beam respectfully requests that this Court
maintain this exception and dismiss the claims against Beam. Alternatively, Beam prays that this
Court grant its motion to stay all proceedings against it in this action until arbitration between the

parties has been convened and completed.
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19TH JUDICIAL COURT FOR THE PARISH OF EASY BATON ROUGE
STATE OF LOUISIANA
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TERRY 8. SHILLING, GEORGE G. CROMER, WARNER L. THOMAS, 1V, WILLIAM
A. OLIVER, CHARLES D. CALV], PATRICK C. POWERS, CGI TECHNOLOGIES
AND SOLUTIONS, INC., GROUP RESOURCES INC., BEAM PARTNERS, LLC, AND
TRAVELERS AND SURETY COMPANY OF AMERICA.

FILED:

DEPUTY CLERK

RULE TO SHOW CAUSE

Considering the foregoing premises,
IT IS ORDERED that James J. Donelon, Commissioner of Insurance for the State of
Louisiana, in his capacity as Rehabilitator of Louisiana Health Cooperative, Inc., show cause on the

day of , 2017, at a.m., why Beam Partner, LL.C’s Exception of

Prematurity or Alternatively, Motion to Stay should not be maintained and why this matter should
not be stayed.

Baton Rouge, Louisiana, this day of , 2017,

DISTRICT JUDGE
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MEMORANDUM IN SUPPORT OF EXCEPTION OF PREMATURITY
OR, ALTERNATIVELY, MOTION TO STAY PROCEEDINGS
ON BEHALF OF BEAM PARTNERS, LLC

MAY IT PLEASE THE COURT:

Plaintiff, James J. Donelon, standing in the shoes of the Louisiana Health Cooperative, Inc.
(“Healthcare CO-OP”), alleges that Beam Partners, Inc. (“Beam™) breached a Management and
Development Contract (“Contract”) agreed to between the Healthcare CO-OP and Beam. Beam
submits this Memorandum in Support of its Exception of Prematurity or, Alternatively, Motion to
Stay, pursuant to the mandatory contractual arbitration provision in the Contract.' That arbitration
provision is expansive. The arbitration provision encompasses the claims alleged against Beam in
both the Petition for Damages and Jury Demand (“Petition for Damages™) and First Supplemental,
Amending and Restated Petition for Damages and Request for Jury Trial (“Supplemental Petition”)
(referred to collectively hereafter as “Petitions”) filed by James J. Donelon on behalf of the
Healthcare CO-OP.

The Louisiana Binding Arbitration Law (“Binding Arbitration Law™) provides that a
contractual provision to arbitrate “shall be valid, irrevocable, and enforceable . . .” See La. Rev.
Stat. 9:4201 (emphasis added). The Binding Arbitration Law underscores and ratifies the strong
public policy favoring enforcement of the contract and agreement to arbitréte as the preferred
method of dispute resolution so that the parties may settle their differences in a fast, inexpensive
manner, and all done on a tribunal contractually agreed to by the parties. To permit the Healthcare

CO-0P’s lawsuit against Beam to proceed in state court contravenes the parties’ contract, their

' The arbitration provision 10.6 is found in the Contract plaintiff attached to both Petitions as
Exhibit “3”).



intent, and the Binding Arbitration Law. Therefore, Beam respectfully requests that this Court enter
an order granting Beam’s Exception of Prematurity or, Alternatively, Motion to Stay Pending
Arbitration.

FACTUAL BACKGROUND

I. History of the Healthcare CO-OPs

The Patient Protection and Affordable Care Act, commonly called the Affordable Care Act
(“ACA™), is a United States federal statute enacted on March 23, 2010. The stated reason for the
ACA was to increase health insurance quality and affordability, lower the uninsured rate by
expanding insurance coverage, and affect the costs of healthcare. It introduced mechanisms to
advance those objectives by requiring such things as mandates, subsidies, and insurance exchanges.
This Healthcare CO-OP was a qualified health plan participating on the federal exchange in
Louisiana.

To further a competitive marketplace within each state, the ACA created a Consumer
Operated and Oriented Plan program (“CO-OP”) through which each state could create nonprofit,
member-controlled health insurance plans that would offer ACA-compliant policies in the individual
and small business markets. See Title I, Part 3, §1322, et al., Pub. Law No. 111-148 as amended by
Pub. Law No. 111-152, These CO-OPs were intended to increase competition and improve choice.
The Centers for Medicare & Medicaid Services (CMS) controlled and administered the CO-OP
program which initially had 24 organizations applying to become CO-OPs.

H. Louisiana Healthcare CO-QP

The Louisiana Healthcare CO-OP applied with CMS for funding to establish a non-profit
health plan under the ACA. After a lengthy and detailed process, including over 125 CMS required
steps, and after undergoing extensive review and background checks that included public records
searches at the local, state, and national level, as well as searches of federal debarment databases,
CMS approved the Healthcare CO-OP for funding under the CO-OP program and, ultimately, to
operate on the healthcare exchanges as a qualified health plan. The Healthcare CO-OP was
incorporated on September 11, 2011, with the majority of the Healthcare CO-OP’s start-up processes
to be contracted to outside entities.

On October 8, 2012, the Healthcare CO-OP signed an Contract with Beam for it to: provide
training and orientation of the Healthcare CO-OP Board Members; develop the application of state

licenses; obtain tax-exempt status for the Healthcare CO-OP; develop a network of providers;



recruit, verify the credentials, and interview candidates for positions with the Healthcare CO-OP;
create processes, systems, and forms for the operation ot_” the CO-OP; and identify, negotiate and
execute administrative services for the operation of the CO-OP. (See Contract attached as Exhibit
“A” and Affidavit of T. Shilling attached as Exhibit “B,” identifying and authenticating the
Contract). In the Contract and its subsequent amendments, Beam and the Healthcare CO-OP agreed
to arbitrate any issues arising from their contractual obligations. (See Contract, Exhibit “A” and
Amendments 1, 2, and 3 attached, in globo, as Exhibit “C” and Affidavit of T. Shilling, Exhibit “B,”
identifying and authenticating the Amendments).

Beam’s legal relationship with the Healthcare CO-OP ended on March 31, 2014, shortly after
the Healthcare CO-OP began offering insurance to Louisiana residents. Notably, Beam is not an
insurer and never provided insurance to any citizen of Louisiana. Rather, Beam was contracted by
the Healthcare CO-OP only to provide certain start-up services for the Healthcare CO-OP.

III.  Nationwide Failure of CO-OPs

Due to a myriad of reasons and funding curtailment, almost all the CO-OPs ultimately failed,
including the Healthcare CO-OP in Louisiana. Lawmakers had originally planned to provide $10
billion in grants to get the CO-OPs up and running in every state, but Congress reduced the total to
$6 billion. Furthermore, the CO-OPs were not permitted to use federal loan money for marketing
purposes which impacted the ability to grow membership. See Title [, Part 3, § 1322(a)(2)(C)(ai)(11).
Then, during budget negotiations in 2011, the appropriated loans were cut by another $2.2 billion,
and in 2012, CO-OP funding was reduced even further.

Ultimately, the CMS awarded about $2.4 billion in loans to 23 CO-OPs across the country
(there were 24 CO-OPs, but Vermont CO-OP never became operational). Seventeen of the 23 CO-
OPs across the country projected negative income in their first year, as start-ups often do. But by the
end of 2014, 20 of them had lost more money than expected. Together, they lost $376 million, 10
times higher than initially budgeted, according to a July analysis by the U.S. Department of Health
and Human Services’ Office of Inspector General. By the beginning of 2016, only eleven of the 23
were still offering health plans. As of 2017, fewer than five CO-OPs are still functioning.

It has been speculated that the CO-OPs failures have been due in large part to a combination
of factors, such as funds not available for marketing, benefits being too generous for the premium

charged, enrollees who were sicker than anticipated, competition from bigger carriers with larger
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reserves, the risk corridor shortfall that was annrounced in the fall of 2015, and the risk adjustment
payment announcements that were made in June 2016.
IV.  Louisiana’s Healthcare CO-OP Placed in Rehabilitation

Unfortunately, the Healthcare CO-OP was one of the numerous CO-OPs that failed to
become financially viable.  On September 21, 2015, and pursuant to La. Rev. Stat. 22:2001 ef seq.,
the 19" IDC placed the Healthcare CO-OP in rehabilitation “under the direction and control of the
Commmissioner of Insurance for the State of Louisiana (“Commissioner” or “Donelon™). . .” (See
Order attached as Exhibit “D). Billy Bostick was named as the Receiver of the Healthcare CO-OP.

On August 31, 2016, James J. Donelon, in his capacity as Rehabilitator for the Healthcare
CO-O0P, filed a Petition for Damages and Jury Demand suing various entities and individuals who
had operated the Healthcare CO-QP. (See Petition attached as Exhibit “E”). On November 29,
2016, Donelon filed a First Supplemental, Amending and Restated Petition for Damages and
Request for Jury Trial which added several more defendants. (See Supplemental Petition attached as
Exhibit “F”).

In those petitions, the Healthcare CO-OP alleges that Beam breached the Contract, and that
the breach was somehow negligent. Despite the Contract’s clear language requiring arbitration of
issues arising from the Contract, neither Donelon nor Bostick has requested arbitration with Beam.
Instead, Donelon, on behalf of the Healthcare CO-OP, sued Beam in state court.

LEGAL ARGUMENT

This Court should uphold the parties’ contract to arbitrate the claims in plaintiff’s Petitions
because of Louisiana’s strong legislative policy favoring the enforcement of contracts and arbitration
clauses. La, Rev. Stat. 9:4201; see Mack Energy Co. v. Expert Oil & Gas, L.L.C., 2014-1127 (La
1/28/15), 159 So0.2d 437 (upheld requirement to arbitrate and arbitration award because of strong
policy favoring arbitration, thereby upholding the requirement to arbitrate); Snyder v. Belmoni
Homes, Inc., 2004-0445 (La. App. T Cir. 2/16/05), 899 So.2d 57, writ denied, 2005-1075 (La.
6/17/15), 904 So.2d 699; Arkel Constructors, Inc. v. Duplantier & Meric, Architects, LLC, 2006-
1950 (La. App. 1 Cir. 7/25/07), 965 S0.2d 455, 459-460, and Integrity Flooring, LLC v. Mid South
Contractors, LLC, 2002-2636 (La. App. 1 Cir. 9/26/03), 857 So.2d 582.

I Louisiana Favors Arbitration and It Shall Be Ordered Where the Two Part Test is Met.

Consistent with this strong legislative policy favoring arbitration, the Binding Arbitration

Law mandates that a court shall stay the trial of an action to allow arbitration to proceed when either



party applies for a stay and shows (1) that there is a written arbitration agreement, and (2) the dispute
in question falls within the scope of the arbitration agreement. La. Rev. Stat. 9:4202; see Coleman v.
Jim Walter Homes, Inc., 2008-1221 (La. 8/17/09), 6 S0.3d 179; Aguillard v. Auction Management
Corp., 2004-2804 (La. 6/29/05), 908 S0.2d 1. In this case, Beam and the Healthcare CO-OP agreed
to arbitrate any issue arising from the obligations created in the Contract, such as the obligations at
issue in this suit.

A. The Parties Executed a Binding Contract and The Arbitration Clause in it is
Sweepingly Broad, including “Any Claim or Dispute.”

A party who seeks to enforce the arbitration clause first must show the existence of a valid
contract to arbitrate. See FI4 Card Services, N.A. v. Weaver, 10-1372 (La. 3/15/11), 62 S0.3d 709,
719; Kosmala v. Paul, 569 So.2d 158, 162 (La. App. 1 Cir. 1990), writ denied, 572 So0.2d 91 (La.
1991). Here, there is a valid contract between the parties which serves as the basis for the claims
against Beam. That Contract contains an enforceable arbitration clause which covers the claims for
which the Healthcare CO-OP is suing Beam. Because the Contract mandates arbitration, and these
claims fall within its scope, state law tells us that the claims against Beam must be arbitrated.

It is unequivocal that the parties signed the Contract and agreed to its terms. The Healthcare
CO-0OP not only refers to the Contract and its Amendments in both petitions, but attached to each of
them a “true and correct copy of the Management and Development Agreement.” ({See Petition, 19
54, Exhibit “E” and Supplemental Petition, 14 57, Exhibit “F™).

It is also unequivocal that the parties agreed to arbitrate any claim or dispute arising under or
relatively to this contract. (See Contract §10.6, Exhibit “A”). It has long been established by the
Louisiana Civil Code and jurisprudence that the goal in the interpretation of a contract is the
determination of the parties’ common intent. La. Civ. Code art. 2045. When the words of a contract
are clear, explicit, unambiguous, and lead to no absurd consequences, no further interpretation other
than that found in the four corners of the document may be made in search of the parties’ intent, La.
Civ. Code art. 2046.

In the Contract, the parties agreed that any disputes arising under, or even relating to, the
obligations created by their Contract must be arbitrated:

10.6 Dispute Resolution

The parties agree that any claim or dispute arising under, or relating
to this Agreement shall be resolved through this dispute resolution
process. Either party may initiate the dispute resolution process by a
written notice to the other and both parties shall use reasonable
efforts to attempt to resolve the dispute informally and quickly. If



Developer [Beam] and the Cooperative [HEALTHCARE CO-OP] are
unable to resolve the dispute through informal means after a period of
thirty (30) days, either may submit the dispute to arbitration using the
arbitration rules of the American Health Lawyers Dispute Resolution
Services [http://www.healthlawyers.org/adr], except to the extent that
provisions in this Agreement supersede provisions in those rules, this
Agreement shall control. If there is a readily determinable amount in
dispute and it is $10,000 or less, a single arbitrator shall be used; if
the amount exceeds $10,000 or cannot be readily determined, the
parties shall each select an independent reviewer/arbitrator with
experience in the subject matter in dispute.  These two
reviewers/arbitrators shall select the third reviewer/arbitrator. The
parties shall share the costs of the arbitrator(s) and any fee imposed
by AHLA to use the service. All other costs and expenses of the
dispute resolution process, including actual attorneys’ fees, shall be
paid by the party that incurred them. The parties agree that the
decision of the arbitration panel is final, binding, and not appealable.
Any arbitration must occur in Lexington, Louisiana. Neither the
filing of a dispute nor participation in the dispute resolution process
pursuant to this Section 10.6 shall constitute grounds for the
termination of this Agreement. (Emphasis added).

(See Contract, 10.6, Exhibit “A”). Here, the chotce to arbitrate is expressed contractually, the scope
of what to arbitrate is exceedingly broad (“any claim or dispute™), and the legislature and our
Supreme Court have dictated that the choice to arbitrate is binding on the parties. See La. Rev. Stat.
9:4201; Mack Energy Co. v. Expert OQil & Gas, L.L.C., 159 So.2d at 441.

In fact, the parties mutually agreed to arbitrate contractual disputes three more times,
underscoring their intent to be contractually bound to arbitrate any and all disputes. The Contract
expired on December 31, 2012, with options for limited renewals. The Contract was renewed by
both parties on December 31, 2012, for a term ending March 31, 2013 (“Amendment 17). On that
date, Amendment 2 was signed extending the Contract until December 31, 2013. The last extension,
Amendment 3, expired on March 31, 2014, and was not renewed. (See Amendments 1, 2, and 3
attached, in globo, as Exhibit “C”).

Norne of the three subsequent amendments modified or eliminated the Arbitration Provision.
(See Amendments, Exhibit “C™). Infact, Amendments 1, 2 and 3 provide that “[e]xcept as modified
herein, the Contract shall remain in full force and effect.” See Dufirene v. HBOS Mfg., LP, 03-2201,
p. 2 (La. App. 4 Cir. 4/7/04), 872 So.2d 1206, 1209) (quoting Woodson Const. Co. v. R.L. Abshire
Const. Co., 459 S0.2d 566, 569 (La. App. 3 Cir.1984)) (the jurisprudence “allow{s] an arbitration
agreement to apply if ‘an arbitration clause is incorporated by reference to another written
contract’”). Thus, the arbitration provision in the Contract is valid and enforceable,

Furthermore, the arbitration clause must be enforced against Donelon as it would be enforced

against the La. Healthcare CO-OP. Donelon, as the Rehabilitator, is vested with the title to all



property and contracts of the Healthcare CO-OP as of the date of the order directing rehabilitator
liquidation. La. Rev. Stat. 22:2008(A). Thus, he is vested with title to the Contract and its terms are
enforceable against him just as they would be against the Healthcare CO-OP.

B. Claims Here Arise Out Of and Relate to the Contractual Obligations and the
Louisiana Supreme Court Construes “Broad Scope Clause” To Favor Arbitration.

La. Rev. Stat. 9:4201 provides:

A provision in any written contract to settle by arbitration a

controversy thereafter arising out of the contract, or out of the

refusal to perform the whole or any part thereof, or an agreement in

writing between two or more persons to submit to arbitration any

controversy existing between them at the time of the agreement to

submit, shall be valid, irrevocable, and enforceable, save upon such

grounds as exist at law or in equity for the revocation of any contract.

(Emphasis added).
Thus, after it is established that there is a valid agreement to arbitrate, the court must then determine
whether the claims at issue fall under the scope of the arbitration clause. Here, there is no doubt that
the disputes at issue are covered by Section 10.6 of the Contract, which provides that the parties
“agree that any claim or dispute arising under, or relating to this Agreement shall be resolved
through this dispute resolution process.” (See Contract, 10.6, Exhibit “A”).

In both petitions, the Healthcare CO-OP alleges that Beam breached the Contract and that the
breach amounted to gross negligence. (See Petition, 99 37, 51-69, Exhibit “E” and Supplemental
Petition, 99 41, 54-73, Exhibit “F”). In § 56 of the Petition and § 59 of the Supplemental Petition,
Healthcare CO-OP alleges that Beam “failed to meet its contractual obligations owed to Healthcare
CO-OP, and breached its obligations and warranties set forth in the Agreement . . .” Healthcare
CO-OP alleged that “[t]he numerous failures of Beam Partners to perform its obligations owed to
Healthcare CO-OP constitute gross negligence, if not a conscious disregard for the best interests of
Healthcare CO-OP . ..” (See Petition, 9 57, Exhibit “E” and Supplemental Petition, § 60, Exhibit
“F). Healthcare CO-OP reiterated in subsequent paragraphs that Beam breached contractual duties,
making it negligent.

Notably, the Healthcare CO-OP improperly casts the breach of contract claim as “gross
negligence,” when, in fact, it merely restates the breach of contract allegation. Nevertheless, the
claim for alleged gross negligence must be arbitrated because, irrespective of how the claims are
characterized, they fall under the scope of the clause. That agreed-upon arbitration clause requires

that all claims “arising under, or relating to this Agreement shall be resolved through this dispute

resolution process.”



Even if there were doubt regarding whether the claims arose from the contractual obligations,

which there is not, arbitration is still favored. As the Louisiana Supreme Court stated:

... even when the scope of an arbitration clause is fairly debatable or
reasonably in doubt, the court should decide the question of
construction in favor of arbitration. The weight of this presumption is
heavy and arbitration should not be denied unless it can be said with
positive assurance that an arbitration clause is not susceptible of
an interpretation that could cover the dispute at issue. Therefore,
even if some legitimate doubt could be hypothesized, this Court, in
conjunction with the Supreme Court, requires resolution of the doubt
in favor of arbitration. (Emphasis added).

Aguillard v. Auction Mgmt. Corp., 908 S0.2d at 18 (determining that the scope of any arbitration

agreement should be considered broad). In this case, the broad language in the Arbitration Clause

coupled with the holding in Aguillard requires that the parties be ordered in binding arbitration.

With a valid agreement to arbitrate and a broad-scope arbitration clause encompassing the
claims at issue, the burden of proof shifts to the party opposing the exception “to show its claims
[fall] outside the arbitration clause.” Saavedra v. Dealmaker Developments, LLC, 08-1239 (La. App.
4 Cir. 3/18/09), 8 S0.3d 758. Here, the Healthcare CO-OP will not be able to do so because but for
the obligations created in the Contract, the Healthcare CO-OP would have no basis to assert any
claims against Beam. Thus, this Court is required to either dismiss this suit as premature or,
alternatively, stay the proceedings regarding these parties and send them to arbitrate.

C. Arbitration between the Healthcare CO-OP and a Former Consultant Is Not
Prohibited by the Louisiana Uniform Insurers Liquidation Law, the Louisiana Binding
Arbitration Law, or the Order of Rehabilitation and Injunctive Relief Rendered in
James J. Donelon, Commissioner of Insurance for the State of Louisiana v. Louisiana
Health Cooperative, Inc., Civ. No. 641928, 19™ JDC, State of Louisiana.

Although Donelon, as the Rehabilitator for the Healthcare CO-OP, has the authority to take
legal action to pursue remedies available to the Healthcare CO-OP, there is no statutory requirement
that any suits filed by the Healthcare CO-OP against a non-insurer must be adjudicated in state court
in contravention of an arbitration agreement between the parties. The only provision in Louisiana’s
Uniform Insurers Liquidation Law (“LUILL”) that specifically limits jurisdiction is when filing for
injunctive relief:

The court shall have jurisdiction over matters brought by or against
the Department of Insurance or the commisstoner of insurance, at any
time after the filing of the petition, to issue an injunction restraining
such insurer and its officers, agents, directors, employees, and all
other persons from transacting any insurance business or disposing of

its property until the further order of the court. . .

La. Rev. Stat. 22:2006. In addition, the venue provision of the LUILL states that



An action under this Chapter brought by the commissioner of
insurance, in that capacity, or as conservator, rehabilitator, or
liquidator may be brought in the Nineteenth Judicial District Court
for the parish of East Baton Rouge or any court where venue is
proper under any other provision of law. (Emphasis added).

La. Rev. Stat. 22:2004(A). If it was the legislative intent that all proceedings, including those that
are derivative of the injunction for rehabilitation, be adjudicated in state court, the word “shall”
would have been used instead of “may.”
In addition, there are no statutory prohibitions in the Louisiana Binding Arbitration Law that
apply here. The exclusions to arbitration are provided as follows:
Nothing contained in this Chapter shall apply to contracts of
employment of labor or to contracts for arbitration which are

controlled by valid legislation of the United States or to contracts
made prior to July 28, 1948.

La. Rev. Stat. 9:4216.

Lastly, the Permanent Order of Rehabilitation and Injunctive Relief issued by this Court
is silent as to mandated venues for derivative or collateral suits. (See Order, Exhibit “D™).
Because there are no statutory exceptions under these circumstances, this Court should order
arbitration because it is mandated by the Louisiana Binding Arbitration Law and the parties’
contract to arbitrate.
1L. Proceedings against Beam Should Be Dismissed or, in the Alternative, Stayed.

As stated supra, this matter is governed by the Binding Arbitration Law, La. Rev. Stat.
9:4201 et seq. It is axiomatic that the starting point for the interpretation of a statute is the language
of the statute itself. Infernational River Cenier v. Johns-Manville Sales Corporation, 02-3060 (La.
12/3/03), 861 S0.2d 139, 141. Where suit is brought prior to the invocation of the arbitration clause,
as was done in this case, La. Rev. Stat. 9:4202, entitled “Stay of Proceedings Brought in Vielation
of the Arbitration Clause,” applies:

If any suit or proceedings be brought upon any issue referable to
arbitration under an agreement in writing for arbitration, the court in
which suit is pending, upon being satisfied that the issue involved in
the suit or proceedings is referable to arbitration under such an
agreement, shall on application of one of the parties stay the trial of
the action until an arbitration has been had in accordance with the

terms of the agreement, providing the applicant for the stay is notin
default in proceeding with the arbitration.

(Emphasis added). Thus, once a party applies for a stay (pending arbitration), and shows (1) that
there is a written arbitration agreement, and (2) the issue is referable to arbitration under that
arbitration agreement, as long as that party is not in default in proceeding with the arbitration, the

court shall stay the trial of the action in order for arbitration to proceed.



The failure of a party to arbitrate in accordance with the terms of an agreement “may be
raised either through a dilatory exception of prematurity demanding dismissal of the suit or by a
motion to stay the proceedings pending arbitration.” Long v. Jeb Breithaupt Design Build Inc., 4
S0.3d at 935 (emphasis in original); Cook v. AAA Worldwide Travel Agency, 360 So.2d 839, 841
(La. 1978); O'Neal v. Total Car Franchising Corp., 44,793 (La. App. 2 Cir.12/16/09),27 S0.3d 317,
319.> When the issue is raised by the exception of prematurity, the party pleading the exception
... has the burden of showing the existence of a valid contract to arbitrate, by reason of which the
judicial action is premature.” /d. Beam has met this burden.

Once the existence of a valid contract to arbitrate has been established, Louisiana courts have
sustained the defendant's exception and dismissed the plaintiff's suit. See Tresch v. Kilgore, 2003-
0035 (La. App. 1 Cir. 11/7/03), 868 So.2d 91, citing Ciaccio v. Cazayoux, 519 S0.2d 799 (La. App.
I Cir. 1989); see also La. Code Civ. Proc. art. 933.

Alternatively, should the Court decline to dismiss the claims against Beam, Beam prays that
this Court stay the proceedings pending arbitration in accordance with the mandates of La. Rev. Stat.
9:4202.

CONCLUSION

As noted by the Louisiana Supreme Court, the Binding Arbitration Law “makes clear that the
only two issues with which the trial court may concern itself are (1) whether there is a dispute as to
the making of the agreement and (2) whether a party has failed to comply with the agreement. If the
trial court determines that those two facts are not in issue, the court ‘shall issue an order directing the
parties to proceed to arbitration.”” International River Center v. Johns-Manville Sales Corp., 861
So.2d at 142. Inthis case, the Contract is valid and the claims in this suit fall under the scope of the
agreed upon arbitration clause. Pursuant to the Binding Arbitration Law, the choice of the parties to
arbitrate is binding.

Beam respectfully urges this Court to maintain this exception and dismiss the claims against
Beam. Alternatively, Beam prays that this Court grant its motion to stay all proceedings against itin

this action until arbitration between the parties has been convened and completed.

% A dilatory exception is an option because the objection of prematurity raises the issue of
whether the judicial cause of action has yet to come into existence because some prerequisite
condition has not been fulfilled. Armand v. Lady of the Sea General Hosp., 11-1083 (La. App. 1
Cir.12/21/11), 80 So.3d 1222, 122526, writ denied, 12-0230 (La.3/30/12), 85 So.3d 121.
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DEUTSCH KERRIGAN L.L.P.

755 Magazine Street

New Orleans, LA 70130

Telephone: (504) 581-5141
Facsimile: (504) 566-1201

Attorneys for Beam Partners, LLC

PLEASE SERVE:

JAMES J. DONELON

Commissioner of Insurance, Rehabilitator
Louisiana Health Cooperative, Inc.
Through His Counsel of Record:

J.E. Cullens, Jr.

12345 Perkins Road, Bldg. One

Baton Rouge, LA 70810

CERTIFICATE OF SERVICE

I hereby certify that a coy of he above and foregoing pleading has been served upon all
known counsel of record by email, facsimile and/or by placing same in the U.S. Mail, properly

addressed and postage prepaid, this 17" day of Februagy; 217.

2 N o
FRIDERIC ' FHEODGRE LE CLERCQ
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Management and Develdpment ‘.&g;’*eefmént :
By and between Beam Partners LLG
And the

‘Lowisiana Healih Cooperative, Inc,

This Management and Development Agreement: (“Agreemem") is radeé as of the: Effcmva Date,.
by end between Beam Pariners LLC, a Georgia Limited Liability Compiny, having it§ principal
office at 2451 Cumberland Parkway, Suite 3170, Atlants, GA 30339 (“’Develope Yand the
Lonisiana Health Ccoperatwe, Ine., & Louisiana nonprofit corporation located at 3445 Nnﬁh
Causeway Blud, Suite 3014, M&tame, LA 70002 {tie “Cooperative™).

Rscua!s

WHEREAS, the Cooperative has been organized to operate a5 a qualified. nunprof t health
insurance issuer within the meaning of Section’ 1322(e)(1y of the: Affordable Care Act (Pub, L.
111-148) (the “CO-OF ngram”) offering health insurance plans that assist providers to deliver:
high quahty health careto citizens of the State of Louxslana, and

WHEREAS, the Cooperative has had adequate opportunity to observe the services praviposly
provided by Daveiopar and found them to be satisfactory; and

WHEREAS, the Cooperative approves of all activities taken on its behalf to-date, mc‘{udmg those:
taken by the Developer; and

WHEREAS, Developer is _wﬂiing fo pruvidé or cause 1o be p_rovidcd? certain services to the
Cooperative as desoribed below and in secordance with the terms sel forth below;,

NOW, THEREFORE, in consxdaratmn of the mutual prerruses and covendnts heteinafter set
forth, it is hereby agrced a5 follows:

Articte 1, Defi mm_&ns—

LL Ap‘pii‘cabie Law

All f’cdcral or state laws, rules; regulations, and adm:mslratwe agenty. dzrecnves. such ag
Louisiana Departrenit of insurance or the federal Department of Health and Human Services
(“HHS") Consumer Operated and Oriented Plan (“CO- OP“) program fequirements’ for loan
recipients, mciudmg sub-régulatory standards such as jnstructions or gmdelmcs that govern.or-
regulate the actions of the Cooperative or Devaloper 2s applicable. -

1.2 Applicable Regulatory Agency.

Any federal agency or agency of the State of Louisiana to the extent that it has _}unsdlclion or
authority over the parlics to this Agreement of its subject matter, xnc{udmg but not limited to
HHS and the Louisiana Department of Insurance,

13 Deveiaper Affiliate

Any person or business entity that is'employed by or contracts with Dr:veioper 1o provide:
services to Developer- chems intluding professional ¢orporations and 8" Corporations.

EXH.
II‘AI!




1.4 Effective Date
The date this Agreement becomes effective as indicated on the sighaturé page bélow.
1:5 M'anagement and'Suppdrt'Serv'ices

Those services described in Seetion'2.1, to be supplied by the Deve!opcr aud Developer
Affiliates in accordance with this Agreement. “The Management and Support Services shali also
be referred to #s the “Services.”

1.6 Performance Period

The pmod of HHS overs:ght under the CO-OP Program which includes the permd during which
any CO-OP Program loan is outstandlng plus ten (10) years,.

Article 2. Description of the. Mariagement and Support Services.

2.1 Types of Services

For the term of this Agreament, Developer shall make available to the Conpcrahve the services
(“Services") identified on Exhibit 1 as the Cooperative may frofii tithe to'time request Asthe.
Cooperative's business needs chnnge, the. Conperatwc and Devclopcr shall revise the description-

of Services in Extibit 1 in the manner described in: Section 10.4; Administrative. Sewxm shall
support the day- ta-day. operation of the Cooperative's busmess

22 'Personnel

‘Developer shall make available to the Cooperative the Semces described in: Exhlbxt 1,

Developer shall assign its staff or Developer Affiliates to-the Cooperative to provide: such
Services, and to report as appropriate directly to the Chair of the Bodrd or ‘President and CEO of
the Cooperative or his designes, including the appropriate depanment head of the Coopemuve. _
and 1o carry out the. Cooperative's reasonable and lawful orders in connection with the furnishing -
of such Services. Developer Afﬁimtes may be assigned on a part or- full time basis and shall be -
comperisated by, and shall remain as employees or consultants of Dcve‘!opcr ‘Developer shall
ensute that it has appropriate contracts, including confi dentiality sgreements and busiress
associate agreements, with all Developer 2 A{'ﬁhates

2:2.1 Inaccordance with Section 10.4; Developer has supplied the Cooperative with'a list of
Developer Affiliates attached to this Agreement as Exhibit 5, as may be updated from timeto .
time by Developer, The Cocperatwe may review the crédentials of any proposed Developer::
Affiliate and his or her specific qualifications to perform the Services. The Cobpérative may.
request that a specific Déveloper Affiliate discontinue services under this Agreemcnt by
providing written niotice to Developer.

222 Developer warrants that its arrangements with Developer Affiliates entitle it fo bill for,
and receive payment | for Services prowdeti by such Developsr Affiliates inder this Agmemant.
Developer acknowledges that neither Developer nor Developer Affiliates are entitled to any
employment-related benefits. from the Cooperative, ‘Without limiting the generality of the: prmr
sentetice, Developer agrees that neither Developer nor Developer Affiliates are entitled to.
‘medical, dental, hcatth pensmn or retivernent, workers conipensation or severance beneﬁts f;am
the Cooperative,

2.3 Requests for and Timing of Services -



The: Servxces shaii be made available o the Cooperative in accordance with requests made by the:
Cooperative and shall be performed by Devc}oper Affilistesina reasnnab?y promptmansier.
subject to the requirements of Applicable Law-and Applicable Regulatory Agencies, the
availability of personnel and the level of tasks generally demanded of them:. The parties shall
establish a project plan contammg 4 detdiled set of defiverables and dué dates attached as

Exhibit 2. ‘Time iy of the essence in the performance of the Services.

2.4 Screening for Individuals Excluded from Federal Pragtams

Developer agrees not to employ or contract with an-individual or entity that is exchided from:
participation in Medscare or Medicaid, of with-an enmy that employs-or contracts with such'an
-excluded individual or entity. Developer agrees to maintain system of momtormg Its
employees and contractors to ensure compliance with this rcqumsmem.

R Pcrformancc Standardk for Admlmstrauvc Scmces

‘Developer shall cooperale with the Cooperative to énsure that the Serv:ccs perfnrmed by
Developer Affi hates are ju accordance with Applicable. Law, cons istent with the obligations of
the Coopérative in its agreements to arrange for health services, including the CO-OP prograrm,
free from undue influence from pre-existing health insurance issuers and in accordance with the'

- performance standards in Exhibit 2; The parties Agree thal Exhibit 2 shall be amended from fime
16 time as the Cooperative requests. specific services and the parties negotiate the performance
-standards applicable to each service.

Antitle3: Responsibility for Oversight

“The parties. acknawiedge that the Cooperative is overseen by and accouritable to CMS as &
“participantin the CO-OP program and shall also be accountable to the Louisiana Departiment of-
Insbrance 4 a licensed insurer: The Cnoperstwe shall monitor the cperational performarice of

all Adriinistrative Services on an ongoing basis through fegilar monitoring, compliance
-teparting or other rutually’ agreed upon. siethods. . .Dévelopét agrees to. cumpiy with'the
Corrective Action Protedures set forth in Article. 7, The Cooperative, bamg at.risk and. hav;ng
ultimate control and responmbxhty for the functions deiegated to. Deyeloper, at: all times shali
“have the ultimate authority with respect to all matters pertaining to the. business written
hereunder and to the general welfare of the Coopetative,

1.1 The Conperatwe Remedy forNan-Comphance

. In addition to the Cooperative's:ability 1o request removal of an Individual Iﬁevelopzr Affiliate as
described in Section 2.2, the Cooperative shall have the sight to terminate this ﬂgrcement ifi:
accardance with Section 7.2, if Developer or Deve!eper Affiliates fail to comp!y in 2 material .

-manner.with i) the Perf‘armance Standards in Exhibit 2; n) the Standsrds for Arms Length
Transactions in’ Exhtblt 3 or iii) the requirements of Applicable Law..

32 Delegation by. Daveicp&r

Developer shall not cortract or subcoritract responsibility for any of the Servmes 1 any entity
other than in approved Developer Affiliate without first abtmmng written mithorization from the.
Cooperatwc including assurances that the Cooperative has recéivéd any reqmred Tegulatory.
approvals. If Developer contracis or'subcontracts responslbility for any of the Services o other’
than an approved DWe!oper Affiliate; Deveioper shall (i) specify that fiie contractor or
subcontractor shall compty ina mazer:al manngr with all Applicable: Laws; (n) pwv:de for



oversight 10.etistire thai the contractor orsubcontractor comphes with'its obhgatxons urider ihe
contract {ncluding exhibits; and with Applicable Law to the same extent as Developer Affi Ilatas,
(m) ensure that the provisions of Section 24 dpply ta such contractor or subcontractor; (iv) .
obligate the contractor or subcontractor to maintain records and allow audils to the same exient

28 required by Section 3.3; dnd (v) provide that Developer or the Cnopcratwe or their desi gnees
‘have the ability to termiiriate the- contractor or sibcontractor’s responsibilities upon -
determination by any of them that the Services are not being. performad in aecordance with th:s
Agresraent.

3.3 Record Keeping

The Copperative shall keep records. orthe servwes pruwde:'i ﬁeveloper shall keep reasonable
records ag evidence of the basis for ité charges to.the Cooperative and to docuinentits
‘performance of the Services, incliding Whetherand the extent to which-it met the Performancé
‘Standards in Exhibit 2. Unless applicable statutes or mgu!atmns require @ Ionger time periad,
Developer shall rétain and maintain such rccurds andany: related contracts for thc period in
Section 3.4, below. .

3.4 Applicable chulatoi'y Agén‘cy Audits and Direct Access:

Deveiopar shall ellow the Ccoperatwe aceess upon reasonable notice and at reasonable times to
‘examiné records telated to the performancu of the Services, mc}udmg books, ‘contracts, medical
records, patient care documentation.and other records reldted to the Services performed pursuant
to this Agreement. Developer agrees to cooperate with any audit request by-an Applicable
Regulatory Agency; incfuding allowing access by the Comptro!ler General and BHS, the General
‘Accounting Office or their designees with junsdzcuon over the subject of this Agreement, .
incliding perriitting on site audits and providing books end records 1o sich govemmient agencics
directly or’ thrcugh the Cooperative until the end of tha Perfonnance Period or, if later, from the
date of completion of any dudit, evalustion or lnspcction, unless HHS determines that there:i isa -
special need for retaining the records and gives notice at least 30 days before the normal.
-disposition date; or If: i) the Cooperative has ferminated participation in he CO-OP' Pragmm' HY'
an all¢gation of fraud or other fault has been made involving the Developer; then for six {6) years
-following the final, rcsolunon of the termination; dispute; fault or fraud allegation,

3,5 Data Submission

1f Develaper submits data 16 any Apglicable: Regilatoty Agency on behialf af the Cooperative,
Devatopar will cemfy to the Cooperative regarding the acduracy, comptctsmess, and truthfulness .
of the: data and acknowledpe that the data submitted on behalf of the Cﬂup&raﬁve will be used for
purpuses of obtaining Federal reimbursemént,

3.6 Obligation to- Report Ncmccmphance

Develaper. shalf submit a written réport to the' Cooperahve within ihlrty (30) calendar days of-
Deveinper s knowledge of any and all civil Jjudgments and other sdjudicated actions or decisions
against Developer related to the delivery of any hea!thcare. item or related service {regardle:ss of
whether the civil jodgment or other adjudicated action of demsmn isthe subject ofn pending

appeal).
(Article 4. Health Data Seourity and. anacy

41 Cunﬁdmuai Heaith Information.



All health'data or refated information,- whether stored electronically oron ‘paper, sbotit. .
individuals enrolled in'the Cooperative plans, prospects, members, employees, providersand |
others is Confidential Information and subject to the: terms of this Agreement, Dev»zioper shall,
and shall require &ll Developer-Affiliates and others providing Services under this A gregment to
treatall Protected Health Tiformation as definied by the Health Insuranice Pontabilityand
Accounitability Act of 1998 "HIPAA") and all related provisions, standards pohcles, rules and’
reuilations, as proposed and: adopted fromt time to time, with the same cate as they protect their
own-confidential informztion and in accordance with all apphcabie Federal and stata laws and
regulations, and specifically in accordance wzth HIPAA.

4.2 HIPAA Compliance and Busmess Associate Agreament

‘The parties agres that to the extent that Protected Healih Information 1§ disclosed.to Deveioper or
Developer Affiliates, the receiving party will adhers to the health data and information privacy
policies and standards as. mzy be promulgated under HIPAA in final form, and as:deemed to be.
effective and applicable, as well as with any and all apphcable heaith data or information privacy
and security standards; rules; regulations and laws uf the United States or of any siates where the'
parties.conduet business; inclnding without fimitation any Cooperanve privacy and security’
standards applicable to Developer’s operations. The parties further incorporate by reference, as

if fully stated herein, the Bisiness Associate Addendum by and between the Cooperative and
Developer, attached hereto as Exliibit 4 and the Data Security Addendum attached ag Exhibit7. .

4.3 Return of Health lnformat:on

Cansistent with the terms of the Business Assaciate Addendum, upon the termination of this
Agreement, for whatever cause orreason, Developer shiall and shall ensure that Developer
personnel and contractors, ‘promiptly retumn to the: Cooperatwe oritg des;gnatad represeniative or
destray, all Protected-Health Information excepl for progranis, documents and materials.
confidential to Developer. The.terms, provisions and represantatmns containied in this Article
shall survive the termination of this Agreement. Nothing in 1hxs Section 4.3 { zs mtended G-
conflict with the recordkeepmg requirements-ifi Section 3.3..

4.4 Protection of Develnp&r Pmpnetary Information

The Cooperative agraes: that it will be expased to’ mf‘otmatmn that is non«pubhc. confit dentsa‘l
and/or proprietary in natare such as financial, technical,'process or-other business: information
including processes and pmpn(:tarji softwere that wias develaped by and is:the pre-existing:
property of Developer-(the “Confidential Information™), The Cooperatm: firther scknowledges
that the Confidential Information has or may. have compemwa yalue in‘the mdriet; Developer
desires o preserve-and protect the eonfidential nature of the Confi dential Informatmn The
Caapera{we acknowledges that disclosure. of the: Conﬁdentzal Information’ would cause:
Developer substantial and irreparable harm. - The Ceoperat:ve: agrees fo receive and hold all such
: Conﬁdent:a‘i Information in confidence, whether ‘presented in oral, electronic or written form and.
to use it only for the purpose of performing the Services or evaluating the Serv: ces, jrrespective
- of whether the {nformation mdepcndentiy quahfies as entitled 1o legal protection. The
Cooperative shiall not, without the pnor written-consent of Developer, sell, market or disclose
- (directly or indirectly, in whole of in part). Confidential Information to.any: third person, firm,
corporation, entity or associatian, or take any action or make any-disclosure’ that pertiits any
third person, fima, corporation, entity or association to use or benefit from such Confidential
laformauon; The Cooperative further sgrees th adhere to, #nd ﬁxlly complywnh ‘any ; additional
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restrictions or limitationsas may be specifically indicated on the dzsclosed documenfs of”
_information; oras. may be otherwise communicated in writing by Developer or its representatwe. 5

Such additicnal restrictions or limitations, or-the lack thereof, on-any documents-or information -

disclosed by Deyeloper shall not negate-in any way the general reéquirenients of this Agrcemcnt

Article 5. Charges for Services

5.1 Payment to DeVeloper. ‘As consideration for ihe Administrative Services to be provided
under this Agreement, the Deve!oper shall bill Cooperauve, and Cooperative shall pay Developer
weekly at the payment rate set: foith.in Exhibit S on or before 10 business day foI%uwmg receipt.
of each invoice.

Deve!open repre.sams and warrants that Developerisan mdependcnt conlractor and therefore no -
taxes will be withheld from payments made under this Scetion, Developer understands.and
agrees that it will Be responsible for any and all federal, state and local taxes, xfany, omd on
such fees or for Services provided by’ Deve]opcr and Developer Affiliates,

52 Devnlopcr Expnnses

“The Coupexatwe shall pay the réasonable cxpensas ofthe Dcvetaper and Dcvcinper Afﬁl;ates, xf

) Dcve!opzr subnits expense reports documenting the expenses; ii) all expénses incured are
consistent with the Cooperative's policies, e.g., trave] policies; and iif) the €xpenses are e::ther
prior-approved by the Cooperative or provided forin the Cooperative’s budget,

53 Member Hold Harmless. Developer agrees that it shall not hold members liable for fees
“that are the respunsxb:hty of the Cooperanvc 'Developer agrees that inno event, ‘including, but
fiot-limited to, nonpayment by the Ccoperauve, the Cooperative’s insolvency, or breach-of the.
- Agreement with Developer, shall Developer, or its: subconiractors; bill, charge, or -collecta -
depos:t from, seek compensation, remunerahon rclmburs&ment or payment. from, or have:
TeCourse agamst, members for covered semces provxded pursuant to this Agreement

54  Federal Fuuds Developer adcnowledges that payments made: under this Agreementa shall
be'made, ia whole or in part; with federal fonds,
Article 6. Responsibility
6.1-Relationship of Parties
Nothing in this Agreerment shall be construed 45 (2) an assumption by Developer of any-
obligation or legal duty of the Cooperative; (b) a gharantee of the success of the Cooperative’s
- operations; (¢} an assumption’ by Developer of any financial obligation of the Couperatwe, (d}
the creation of any relationship of employment between the Caeparatwe and employees or-
consultants of Developer, Developer Affiliates or associated ‘companies; (&) an assomption by
‘Developer of any-responsibility for-the work performed by outside suppliers employed by the
Cooperative at the suggestion ot recommendation of Developer; or (f) the delegatmn of’ any
function or authority of the Cooperative to Develaper or aity Developer Affiliate; it being.
'undcrstood that Devéloper will make recommendations and. offer advice pursuant to this
,Agreament. but that all dec:swns with respect thereto and: otbénwse shall be and remdin
dependent upon appropriate action of the Board of Directors or the authorized officers of the
‘Cooperative. . . ‘



6.2 Compliance with Developer Agreements and App!:cab!e Law

The Cooperanve ghall niegotiate and administer a]i dgreements. with empioyers, sabscnbers,
providers and health insurance exchanges. The Cooptrah\ae maintains vltimate responsibility for:
complying with the terms of is agreements, Nothingin this Agreemant shall bé constnied to
terminate or modify thie ubhgatwns of the Cooperahvc set forth in its agreement with any -
employer, subseriber; provider or health insurance exchange. :

6.3 Ownership of Techna!ogy

_Bxcept ag agréed by ! the partxes for mnuvanons re!ated to Serv:ces performed spac:f cally forthe:
‘Cooperative, any patents, copyrights, trade secrets or other property rights arising out of work
performed by Developer or Déveloper Affiliates that is shared with, used for'or used by the
Copperative or icensed to the Cooperative shall-be the sole property of Cocperauve

Article 7. The Cooperative Monitoring and Oversight

“The Cooparatwe shall-be responsxbie for monitoring the performanceof Developerand
Developer Affiliates on an ongoing basis to verify that the performance standards applicable to
the. Administrative Services as set forth in Exhibit 2'aré bemg et

7.1 CAP Proceducs

Ifthe: Coopemtwe determines, in its sole reasonable discretion, that Developer is hot pérforming.
a Service in accordance with:Applicable Law; this Agreement including Exhibits, ot the.
Coaperatws pohcws procedures ‘or interpretations, thc f‘ailowmg ‘procedures shall apply:

A._ The Cocpcmnve shall issug a corrective acncm Tequest ("CAR fo Develcper'

B Upon receipt of the CAR, De.veloper must; {i) if reasonable and possible, take immediate
: action if such is’ indicated in fhe CAR, (ii): subrmt tothe Couperatwe @ corrective action
- plan. (“CAP™), within thirty (30) busiaess’ days {unless otherwise specifi ed in the CAR).
Ahat includes’ specific time frames for achieving’ comphance,

C. Dch!oper shall unmedwtc!y Imptement the C‘AP ‘provided thatthe- Coopemtwe miay
- rgject (or amend) & CAP if it reasonably determiines that siich CAP it inadequate, If the
Cooperative rejects a CAP, the Cooperative and. DnveIOper shall work together to:
develop a mutually agrecable CAP. The Cooperahve iy, at the Coapcranve § expense; -
-audit Developer to determing Developer’s sompl:ance with the CAP;

D, Ifthe parties cannot reach agreement on a CAP-or in the event of repeated .

- noncompliance with any provision 6f'a CAP, then the Cooperative, may in addition to
any other remedy provided hereunder, revoke delegation of onicor mote Scrvices that are
the subject of the CAR, identify 2 third: party-to perform stich Service orassume.

- responaibility for parfonmng the Service subject 1o the approval of any: Apphc&b!a
Regulatory Agency. .

If Developer fails to comply with a CAP.or notifies the: Cnoperanve that it has determined that it
is unable to comply with a CAP, then'the Cooperatw&, in ns sole discretion’ may take oneor -
more of the: followmg actlons

(8)°  amend the time to comply with 2 CAP;
) (b} increase the fréquency of réview and audits;



(¢  provide Developer with the Cooperative's resources to perf'orm ﬁmctmns nECessary to’
~comply; or ‘

(d) -revoke any or all Services upon writter notice 16 Developer.
7.2 Immediate Revacation of Services
The Cooperauve may revoke any Scmce imimediately upon-notice i

{a) The Conperahve rcasonably detérmines that Developer or DeVelaparAff' I:ate(s}, in
© performing the. Servires, threatens the health or safety of a'member, or failsto compiy
with Appllcabfe Law, ormay subject the Cocperatwr. to regulalory ot legal actions or
adverse actions from any Applicable Regulatory Agenicy ot accreditation agency;

(b). Asadirectresult of Devéloper's perfonnanca of any Service, an- Applicable Regulatory
Ageney acts or threatens to act to: issue an adverse finding against the Cooperatwe'
.revoke the Cooperative’s license; or terminate- any contract with the Conperative;.or
impose any sanction or fine; or

(© wol(2) cansaéunve CARs faibto restiltin Devcleper achisving subs!antxal cnmphance
-with the Cooperatwe § requ:remems for- the Service..

Aticle 8, ‘Term and Termination
8 1 Term

This Agreement shall become effective on the Bffectivé Date and shall. remait in full force and. -
effect ending at 1159 on Denember31 2012, inlesd Sooner terminated in aceordance with this
Amcle 8. This Agreement may be rencwed forone’ ;hrea month period énding on ‘March 31,
2013 {the Rencwal Terim). If the Cooperative will ot renew the Agreamem for’ the: Ranewal
Term, the Coaparatwc shall give the Developer ﬁﬁeen (15) days pnar written notice:

Thereaftey, this Agreement may be renewed’ for sPec:ﬁc Services: and specific mtcrvals at the
request of the Coupcmnve {“Extended Terms").

8.2 Termmatton for Material Brtach

Bither party for a Material Breach by the other party may terminate this Agreemant Material
Breach shall be defined ag (a) non-payment by the Cooperative of any amourits due under this
Agreament; (b) the occurrence of an event causing immediate revocation'in accordance:with
Section 7.2; (c) Davelnper’s Tailurz to comp!y with Secncm 2.4; (d) De.veiaper s fmlum o
provide Services in accordance with Applicable Lav or this Agrecmcnt orto complete 2 CAPI
accordance with-Section 7.1; {e} the Cﬂoperatwe s loss of'2 license necessary to operate or loss
of recognition as 7 quaht’ ied rionprofithealth insurance issuer; (f) a party bacommg xnsolvent.
making s penéral assignment for the benefit of creditors, suffermg or permitting the appointment
‘of & recejver for its business or its assets, or. availing itself of, or becoming subject fo, any .
proceeding under federal hankruptcy laws or any state laws relating {o insolvéncy or the.
“protection-of, “rights of creditors; or (8) this contract {s reqmred to befevoked because an.
Applicable Regulatory Agency with JL’E!‘lSdlcﬂ(m aver, the matter dctenmncs that Dcveloper has
not performed satisfactorily.

The nou-defau!!mg patty may terminate this ‘Agreement for Matcnal Breach by the otherparty
by giving written notice of the reason for termination and effective datc for termination. if the.



reason for termsnanon is (a), (¢) or (d) the non-dafauiting parky shall allow the dei‘aulung paﬂy a' :
reasonshle period to cure the default

‘8.3 Termination. Obligations.

Upon terpination of this Agreemenl there shall be fio- ﬁmher hab:hty on the part of Deveteper
‘o the Coopetative, except for paymients owed by the Coopcratwe to Deve!aper pursuam to this
Agreament including (i) all payments for Services provided during any notice period prior to
such termination, and (ii) sny costs associated with the termination and resulting transition of the
Cooperative's business; and (iif) the: ohhgatwns that survive termination pursnant to Section 8.4
Developer shall cooperate fully-and use its best efforts to support the trans:tmn of data and any
work-in-process ta the Cooperative or ity des:gnee. ‘

8.4 Obligations ;hnt Survive Terminstion _
The following obligations survive termination or non-renewa! of this:Agreement for any reason:

- Section 222. = Section 5.3; -

- Section 3.3; - Seétion 63

 Section3d; + Section 83;

- Atticled; < -Section 8§.4; -

N 'Se_z_:ﬁo_nS;I'; - :S”gctibn~'t0;5;iz'n'd:'

- Section 5.2; “~'Section 10:6.
Atticle 9, Notices

9.1 Metliod and Addresses'

_Any notices required or permitted to be given pursuantto fhls Agraement shall be gwen in
_"wnnng and forwarded charges. prepa:d by registered or certified ﬁrst.c!ass ma:l -and addressed
as follows:

_!fto the Cooperative: Chairof the Board of Directors
Louisiana Health Couperatwc, Inc.
_ 3445 ‘North Causeway Blvd Sm!e?iD]A, Matame LA ‘]0002
{F to Devsloper:. Tersy thllmg, Member
' | ‘Beaty Parmers LiC
2451 Curiberland Parkway, Suite 3170
'Atlanta, GA 30339

All notices g:vcn Hereunder shall be-deemed %o have been received by the party addressed (3)
immediately upon personal delivery, (b) within seven (7} days after notice gwen by regls*ered or-
certified U.8. mail.. :

9.2 Chianigé of Address



Either party may gwe written notise for a change ofaddress if accordance w:th this Sectiop- and
‘any notice orrequest to: ‘be given hereunder shall be furwarded to the new address 80, prov:ded

'Amcie §0. Miscellanicous
10.1-Entire Agreement

This: Agreendent and Exhibits constitutes the entire agreement: batwem the parties wuh respect fo.
the services deseribed herein ta be provided by Deveioper to- the Cooperanve and supersedes all
prcwons negotiations, comm:tmams and writings. .

102 BmdmgNaturc of Agreement

This Agreement shall be: bmdmg upon and inure to. the: beneﬁt uf the: parnes and their: successors
and as§igns.

10 3 Assxgnment

‘This Agraemant may not be assigned id whiole orin part l:fy enher party excépt with the prior-
writien consent of the other party and the receipt of all approvals required by Applicable Law.
Any attenipt to assign this Agreement in contravention of thiy Section shall-be void aiid of a6
--gffect. Nolwx&xslandmg the‘ foregoing, Developer may assign this Agreement fo's wholly overied
affiliate providing services to health plans; including . private prrchasing couneil;

104 Amandmem

Nmther this Agreemient nor any.of its Bxhibits may be modxf ed or amended except by 2 wntmg .
duly si igned by the authorized representatives of the parties hereto, Noamendrient shall be.
effective-until it has received any required approvals of Applicable Regulatory Agencies.
Notwithstanding the foregoing, this Agreement shall be deemeg: aummaucaiiy amended to
conform to the requirements of Applicable Law..

16.5 Governing Law

This. Agreement dhall be governed by and constried i i accordanca w;ih thie laws.of He State of
Louisiana,.

10.6 Daspme’ Regolution

The parties agres that any claim or dispute ansmg under, of rekatmg lo'this Agneement shall be:
resolved through this dispute rasolution process. -Either party niay initiate the dispute resolution
process by a writfen notice to the othér and both paﬁ:& shall tse reasoneble efforts to attenipt to. -
Tresolve the dispute informally and quickly. If Develaper and the Cooperative are unable'to
resolve the dispute through informal means afier a pericd of tturty (30) days, either may submit
the dispute to'arbitration using the arbitration rules of the American Health Lawyers Dispute
Resolution Service [hitp//www, healthlawyers.org/adr], except to'the extent that provisions i’
this Agrecment supersede prov;sions in those rules, this Agreement shall coritrol: ‘If there is.a-
readily determinabile amountin’ dispute and it s $10,000 or less, a smglc arbitrator shall be nsed ;
if the amount exceeds $10,000 or cannot be resadniy determiinéd, the parties shall sach select an
independent reviewer/arbiteator with experience in the subject matter of the dispiite, - The two .
remwerslarbmatcrs shall select the third reviewer/arbitrator: The pames shall share the costs of
1lie arbiteator(s) arid any fee imposed by AHLA to use the service. All othercosis and expenses
of the dispute resahution process, including actual attorriey's. fews, shall be pmd by the party tizal
-mcurred them. The patties Bgree. that the demsmn of the. arbztratmn pane:l is final, binding and -

19



not sppesleble, Anyarbitralion
'dxsputemcpmc’ ket

XB.‘I ﬁleiahqnsinp of the Coagemmm 46 JBevs!g;lxw “The. pames ac}mowledge thatDexézfopcr
1 : equd ity '

of teference

B Headis Sedt 0 hchdm;s 41 tﬁx gmgmkntaiﬁ c{udad for gbnvenmnce
onTy‘ amfshaﬂ not caistifutes parf of this Agresment forany other purpose.

11 Listof Exhibits:
Fxhibit 1— t’is't-of-‘smi"ces'ib'-m.vpmvida&undcrmrs.as"gwemenr

Exhxb;w‘ Enrfmmanca Objccbves fér Sarv:ces

yydheirres patﬁ‘\fedu aﬁthonzedngﬁsm W
: \'ie fissts abuvmwn ,en;_,

Nams wfﬂwef f:. ?"ﬂé,wﬁ«g‘
Title: Clinir; Bosird of Ditettors
‘Diate: . f‘D.‘Zfﬁé}/z‘”JZ
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Exhibitt
‘Management and Support Services to be Made Available by Beam -
De?clopme_nte-Services

L Desveloper shall provide the following: Servieés 1o the Conperauve-

. T‘rammg and orienting the Board of B:recturs, ‘a5 provided in Exhibit 3

* Developing the application for State licenstire, fi !tng and workmg with the State Insutance-

Department to obtain approval of the license;

*+  Obtaining tax-exempt status for the Caopetative;

< Develdping 4 Network of providers that meets the network access standards for thc Srate

*  Recruiting, Verifying the credentials for and conducimg initial interviews for quaht” fed
‘candidates for positions st the Coopérative;

*  Creating processes, systems and forrs for the: oparation for the Coopérative..

» Identifying, negolisting and executing administrative services for the operatwn of the:
.Cooperative.

Management Services:

Perthe request of the. Cooperzﬂwe, Beam shail aTange Management Services to support the
following functions:

[Function ‘Ending date,

[ unless extended
Chrcf Executive Officér— Overall. Plan Managemem and advice concemmg i}213 i!lZ
strategic direction. ‘

Chief Financial Qfficer and Head af Finance - Qvemll ﬁnanmal managcment ‘ "12!'3-111-2'
planning, reporting : .

‘Head of Member and Group Services— Member eﬁroliment, pubhc edueation | 1273 iz
and advice concemmg strateg:c dlrecncn A

Compliance Supponvﬁmdances cﬁnceming the; re:qmrcmems of Apphcab!c (BFIE f!_ 2
Law.and Applicable chulamry Agencies

Head of Clinical Care ~ Benefit development, Pharmacy Plan Management andl _ ,12?3:1 /12
-advice concerning strategic direction |

‘Head o_fOpr‘:ra_tion_s?and_Inf‘gnn}i_tian_"_rgchnolog_y - Caé;dihates theinternal A28

E‘X. !"i




) d[;erations of the Plan

{ Head of vaidefﬁelgtio’:}s_metWark"De'\felopmen_t fNétﬁvégk'inanggement ‘312!3!!}2"'3 '
‘| services, including strategic direttion, network adequacy and provider relations -
“initiatives..

Project Managetnent ~ specific projects asmeeded ' 7 12/31/12
['Other Bamctions, as requested by zhaéo'opmﬁvé. ) " - T 1251712
Support Services:

s+ Board otientation and training

*  Vendor Overs;ghl = Business Procesy’ Orgamzatmn (BPO), Phiarmacy Benefits Manager
(PBM) or other delcgated BEIVIGES.

+ HCC Analysis, both prospective and retrospective -

* Other functions, a8 agreed to by the partics

Repc’n.ing Requirements

As partof cach request for Services, Beam and the Cooperative shaIl agree on the repumng
requirements to accompany such Services, Atd minimure, the. reporting sha!l be sufficient o
aflow the-Cooperative to provide oversight to the Caoye:auve in the performance of any:

delegated funetions.

Bx. 12



‘Exhibit 3
Standards fﬂl’Ame Length Transactions Betwesn Developer and the:Coaperative

It is the intént of the pamas that they conduct thelr interactions in dccordance with the principles
and procedures in this document. The purpose of this:document is to establish a'set of principles;.
procedures and sfandards for interactions that will protect the Cooperative ffom’ bemg dominated
by Developer and to protect Developer from the appeararice of i improptiety in its interactions
with the. Conperative. The parties fully expect that these prmc:ples and procedures will, over
time result in 4 arms” fength rélationship between the partics, For purposes of this Exhibir 3,
ref;r_ences to the *Cooperative” include the Cocpamlwa $ governing Board and seniorfevel

sta

1y Developer will perform all fasks assumed under the Agreement and will ensure that it
sfructures its tasks to push progress reports and data to the Cooperative at regularly
scheduled mtcrvals and logs all responses and- feedback recewed from: the Coopera!we

2) In addmon to “push reports”, Deveioper will structure ifs projects using its web-based
© tracking system and will allow dccesstoils 1rackmg reports related to-the Cooperative to
Directors and individuals at the Cooperative respongible for monitoring the Services,

3) Develaper will prosf:de the Cooperatwe with al) mfarmaimn requested aonceming the
performance dnd activities of the Cooperative, mdw:dually and on & comparative basis
with other Cooperatives, Examples of such information include information about the-
fair market value of any component of the Services, accepted industry. perfonnance
‘standards for. measuring the performance of the Services.-

4) ‘Developer will provide the Cooperative with complete, accurate and tru!hful informatibn:
- about its pz:rtbrmance to the best of Developer’s knowledgc-

5) Déveloper wlli mamtam complstc, accurate-and detafled-tecords ofits pcrfonnance af the
Services,

6) 1f Developeris aware of wdditional information not requested by the Caoperatwc thatis
© typically requested or required ot helpful fo assist1he Cooperative to analyze its
perfbrmance, Developer will volunteer that information to the Cooperanvc

7Y’ To ensure Directors” active and knowledgcablc pmlcxpanon in'the. uverslght of the
Cooperative; Developer will make availablé 4 dersiled orientation forall D:rccmrs,
inchuding the Directors duties of care; foyalty and obedience 1o Apphcable Law, the
Cooperative’s formation documerits, the requirements for the CO-OP progm work plan
for 1/1/2014, the mitlestanes; how reporting will. occu; and how to access the trackmg
system

8) In addition to the genetal overview, Developer will begm to train the Directors or the.
compliance issues the Cuoperah ve wiil face and its obhgahons under Applicsble Law.

9). Developer acknowledpes that Directors; i thie exercise of their-duty of proper eire, will
panndmally audit Developer’s records related fo the Services; Dcvcioper shall cooperate:
fully with avdits by Directors or Cooperative staff, whether performed directly or
conducted by an agent of the Cooperative.. Notw:thstandmg the foregoing, I)eveloper
shall be-entitled to- require any. auditor to agree to,maintain the confi dennamy of records .
anid propnctary mfom'latton it encoumers asaresultofthe audn



10} Developer shall anid shall require all: individuals prcmdmg Services through Developer,
including subcontractors, to disclose potential conflicts with the Developer, the
Cnoperanve or us exec:uuves or: Btrectom. Deveiopt:r shalf document all’ sucﬁ dlsclosed-’
“with confliéts shall be proh:bﬂcd from pamczpatsng in discussmns on mafiérs related 10
the conflict. For example, if Developer s stalf member owns an interestin a printing
company, this interest shall be disclosed and the staff member shall be prohibited from.
participating in discussions conceming the selection of the printer ~ whether the
discussion relates to’ selsctmn of the printer by Developeror by the Cooperative,.

1 i)Devc}cpcr shall accuramiy record and c!early report the costs 1o the Cooperative for
praviding the Services. Developer will provide the report in such format and with such
frequency as the Board. shali request,



“Exhibit4
BUSINESS ASSOCIATE ADDENDUM.

This Business Associate Addendum (“Addendom”) is effective as of August 28, 2012 and by
and between Louisiang Health Cooperative, Inc: ("Cnopera:sve"} and Beam Partners: LEC:
 (“Developer”).

:.Daveloper understands that 4s a result of the setvices that Developer will provide t5' Cooperatwc
‘under the Services Agreement, that Developer is a Business-Associate of Caoperative gs that:
lermis def' ned by Health Insurance Portability and: Accountability Act 6f 1996, 42 U.S.C.-
1320d, et seq. (“HIPAA™).

Developer hereby agrees to comply with the rcqmremcms of the Health Instrance Portability and -
Accountability Act of 1996, 42 U,S.C; 13204, et seq. 45 amended by the Health Tnformation
“Technology for Economic and Clinical Health Ast (“HITECH") aind the regulstions promulgated .
-thereunder mcludmg the Standards for Privacy of Individially Identifiable Health Information at:
45.C.F:R. Parts 160 and 164 {the“Privacy Rules"), and the- Security Standards for the Protection
of Electionic Pmtec;ed Health Information at 45 C.F.R. Parts 160 and 164 (statute and .
regulations, as any of these are-amended f‘rom time o' time, hereaﬁer cn]!ectwe]y referred to ag
“HIPAA"Y as they apply lo Protected Health Information. and efectronic forms of Protected:
"Health Information (collectively, “PHI" (as defined in45 C.F.R. 164.501) provided ormacle
available to Developer by Cooperative. o created by Develupzr in the course of ;is services o’
behaif of Cooperalwe These requirements dre described below,

1., '~ GENERALPROVISIONS:

1.1 Eﬁ‘ecl Any- amhlgmty ‘in this Addendum or betwcen this- Addendum and the
contract with Developer, or between this Addendum and the Semces Ag.rcemcnt shall be
‘resolved to permit Cooperative to comply. with HIPAA.

1.2, Change in Law/Amandment Developer agress 1o take such.action as is necessary

‘to amend this Addendim from time to.time ss is necessary to permit either party to ccmply
with the- requireinenits of HIPAA or other applicable 1sws or regutatmns '

1.3 Definitions, All capxtahzed ‘terms used herein and not otherwise deﬁn&d in: thls
Addendum shall have the meanings established § in HIPAA
.4 Responsibthty for Deveioper Staff, Deve!:}pcr agrées to'take. all reasonable s'tcps

10 educate its émployees and other-agents aboul the sbligations- of this-Business Assotiate:
-Agreemcnt. In-addition, Deveioper agrees to supervise its employees and other agzms who -
have.aceess to PHI throtigh their wotk on bebialf of Developer or their exposure {o
Cooperative doctments and data 1o ensure that the obligations of this Business Associate
Agreement are fulfilled by each such employee of agent.

2. OBLIGATIONS OF BUSINESS ASSOCIATE ASSUMED BY DEVELOPER:

21 Prohibition on Unauthorized Use. or{J;sclosure, Devetaper agrees: that it shali'not,
direstly:orindirectly, use or disclose or permit its staffto use or disclose PHI prowdcd
obtained from or otherwise made available by Cooperative (including: through Developer) for
any purpose other thai as expressly permitied or required by this Addendum or g5 required

by HIPAA: or other apphcsb!e law.



2.2 Use and Disclosure of PHI Under Addendum. Execept ag otherwnse Bmited in: thxs _
Addendum, Devélopér is permitted 1o se and/or disolose PHI it creates or receives from or -
onbehaif of Cooperauve for. the following purpose(s) management and administrative.
.services as set forth in and.consistent with | fts. obhgattons in the Services Agfeement,
provided that such use-ord isclosure would hot violate HIPAA if'done by Cooperative:

23 Useof PH I for Mansgement, Admmzstrauon and; Legal Responsibilities, Dcvafoper
mdy use and/or d;sc‘iosc PHLIf

2310 thenseis for(a)the proper maniagement and administration of the Developer /.
Business Associate orto cairy out the legal respons:b;hnes of Business:
-Associate; or (b) to provide data aggregatmn services relating to the health gare
operations of Cooperative if such sérvices are required underthe Services
- Agregment; of - '

232 the disclosure is for the proper management and administration oi‘ Dcve!oper or
{o carry out the Jegal responsibilities of Developes‘ provided (1) the disclosure is
:Requ:red by Law;or (fi)(A) Deveinper obtdins feagonable assurances from the
person or entity to whom PH1 i disclosed that PRI will be held canﬁdemxally
and used or further disclosed by such person or entity only as: Reqmred by Law
of for the purpose(s) for which it was disclosedto such. person or etity; and (B
the petson or entity to-whom PHL is disclosed will useall appropnate safégudrds
to prevent the use or disclosure of PHI; and (C) the person or entity to whom' PHIL
is'disclosed immediately nofifies CaOparstwe upon leammg of an‘y ‘breach of the
confidentiality:-bf such PHI .

24 szeguards Developer shall establish, amp!ement, use and mamtam administeative,

- . physical and technical safeguatds that reasonably.and: appropnate!y protect the
confidentiality, integrity and avmla‘mhty of' and 1o prevent non-permitted use- or
disclosure of the PHI; mcludmg, without linitation: red flag compliance pohc;es,
encrypting and securing PHI in accordance with the HHS “Guidance Specifying

- Tethnologies and Methodologies that Render Protected Health [nformation:
‘Unusable, Unreadable, or Indecipherabie to Unauthorized Individuals”, estabhshmg
appropriate pohcnes and procednres (and informing, Coaperative of the same upon
réquest) 10 ensure the privacy and security of all PHI disclosed to'Devefoperor
received; crested, maintained or trangaitted by Developer on behalf of Ceeperahve

25 Mxtigatmn Developer shall have procedures in piaca for: mmgatmg, wihe
maximum extent practacabte. any deleterious effect from the use ot disclasure of PHI
in -mariner cortrary to this Addéndum or HIPAA, :ncludmg not:fymg persons
whose tiriseeured PHL is inappropriately d:sclosed 85 réquired by applicable law.

- Developer shall develop and implement a system of meaningful sanctions for any -
employee, subcontractor or agent of | DeVeloper who: wolates thrs Addendurror.
HIPAA.

2.6  'Reports oF Improper Use or Disclosure. Developer shalt report to Coopeative .
within five (S) business days of Developer’s discovery, any use or disclosure of PHI not
-_prev:dcd for or permitted by this Addendumi by Developer orany: of ity officers, directors,
emp Eoyens, COMractors or agents, whelher ornot such dtsciosure compmrfnses the: secunty oF



privacy of any PHL In addition, Developer shall report to° apphcable regulatory agencnes
when'and- as required by apphcabla lav,

The report shall be in writing, giving notice, of fhe possible breach, when discovered and
shall include x risk assessment of whether of not o breach dccurred as a result.of the i improper.
acqmsman access, use or disclosiire of PHI. 1fthe disclosure comprornises the security or’
privacy of the:PHI, i other words, the disclosurs impases:a significant risk of financial,

: rcputatmna! orother harm 10 the. mtimduat a breach has occurred. The disclosure shiall
include all information necgssary 1o allow: thc Copperative tomake . Eegally Suffi cient
diselusure to affected mdlwduafs

Factors the: Busmess Assoc:a:e should consider in the risk assessment include: (a) who uged:
the PHI; (b) who received the PHI; (c) whethér the disclosure was to's covered entity'or
business assaciate of 3 covered entjty; (d) whether evidence indicates that the PHI was
accessed; (€) the nature of the information disclosed: and {fy whether the business associate
was zble-to 1ake iamediate steps to mitigate the harm.

“The tisk assessinent must be fact specific and dn:mmented with ﬁzc factors considered 1o
support the conclusion of whether or not a breach occurred, The report shall alsoinclnde any
other information to allow the covered entity to determine if it will give noﬁca ta the
individoal(s).. If Developeror a Developer agent cases or permits the breach, Develuper
-shall be responsible for the cost of the notice fo the individual(s); A possible breach i§ -
discavered on the first day Developer knows of the possxble breach or would have known -
had it exercised redsonable diligence:

2.7 Records. Developer shall maintain records of PHI received from, or created or
‘received on behalf of, Cooperative and shall dociment subsequent uses and d:sclosures,
except’ for (i) uses and disclosures for treatment, payment or healtheare: opcrntmns, (i) uses

‘and disclosures piirsuant to a valid authorization frofn an Tndividual; or (iii) usesiand -
disclosures otherwise excepted from the accounting requirément {see45 C.F.R:'164.528) -

‘under HIPAA, made by Developcr Developer shall upon request provide Cooperative with
immediate access to examing and copy such records and documents of Devalnper during -
hormal Business hours,

28 Secure: Destriction. Developer shall securely destray all PHI,. The valid
-destrction practice for paper, film or other hard copy media is to shred or des:rny i such’a
way.that the PHI cannot be read or otherwise reconstructed, Electronic media mustbe
- cléared, plrged or destroyed so that PHY cannot be retrieved consistent wsth NIST Specwj
‘Publication 800-88 {avmlab!e athitp: /waw.esrc.nxst gav)

2.9 Agreements with Third Parties: Developer shall enter into and maintain an agreement:
-with each agent.and- svbcomracmr that has or will have access'to PHI under-which’ agreement
the agent or subcontractor is legally bownd by the same restrictions with respect to PHI that
apply to Develnper pursvant to this Addendura, Daveloper agrees to provide Cooperative
withiddvance notice of any: arrangemem that {nvolves shanng of PHI with a subconttactor or--
delegate, and an appcrtumty toapprove the. delegatmn f subcontractmg arrsngement
‘Developeragrees to.permit Cooperative, upon tedsanable request, to review and inspect all
‘such subcontracts with.subcontiactors and agents-in order to confirm Developer’s
compliance with this Addendum, Déveloper further agrees that it will disclose to'its: .
-subcontractors, agents or third pamcs. and request from Cooperative, only the minimum



N

necessary- PHI to pcrferm or fulfifl a specific, ﬁmcnon required or permitted under such
subcontracts. Nothmg n thts Section” 2.7 shalt supcrsedc Sections 1.2nd 5.of the’ Serwdcs

-Agreement,

216 ‘Accoiintingof Disclosures. Within fifteen: {15} calendar days.of receipt of notme
from Cooperative that it has received 2 request for an accounting of disclosures of PHI'in

‘accordance with HIPAA, Developer shall provide to Cooperatwc the mfannanon in

Developer’s possessscn that is required for the accounting required by 45 C.F.R.. 1644, 528(b)

.....

and (c). -Al'a minimum, Developer shall provide Coopcratwe with the Tolluw;ng information .

for each disclosure: (i) the date of the- disclosure; (ii) the naine of each éntity or person: who
received the PHIand; if known, the address of such’ enuty or person, (iii} a-brief descnptlon
of the PHI disclosed, and (iV) a brief statemeiit of the purpose of such disciogure which -
inclodes an. cxplanaunn of the basis for such disclosure.. Ifan mdmdual’s yequest foran
acgounting is delivered directly to Developer, Developer shall within two. {2) business days
of receipt forward such request to Cooperative. Developer agrees to implement an
appropriate record-keeping protess to enable it 1o comply with the requirements of this

: s_ectlt_m

211 Amendments. Developer agrees to make any amendment(s) to PHI ina
Designated Record Set that Cooperative directs orto which Cnoperatwe agrees pursuant o
45 C.F 1. 164.526, at the requeat of Cooperative, and within five (5) business days of receipt
of such request, In the'event an Individual's request for an amendment is delivered directly to
Deveioper, Developer shall within two (2) business days of féceipt notify Cooperative of
such requast and coordinate with Cooperative ady amendments to which Cooperative agrees,

232 Access toInformation, Developer shall make availableand provide Cooperative -

with.aceess.to an individual’s PHL in g Desxgnaled Record Set in aceordance With-all of the
requirements set forth in HIPAA, Within five (5) business days-of receipt of a request by

Cooperztive for access to PHI contained in an individual's Designated Record Set; Developer.

shall provide to Cooperative such information. 'If any individual requests access o his dr her

‘PHI dircctly from Developer, Developer shall within two. (2) days of receiving such: Tequest,
forward such request fo Cooperative and coordinate any responses.or disclosures with:

Cooperative.

213 Avai lability of Books atd Records, ‘Developer hereby. agrees to make ity mtemal’
practices, books and records relating to the use and distlosure of PHI received from, or -
created or feeeived by Daveioper on heha]t' of Cooperative available 1o the Secretary of HHS
or his/her designee (“Secretary™) in & time and manner designated: by the Secretary, for:
purposes of determining Caoperative’s: compi:ance with HIPAA, Developer agrees to
cooperate fully and in good faith with and to.assist Cooperative in complying with the.
requirements of HIPAA and any investigation of Cooperative regarding compl:ancc with:
HIPAA conducted by the HHS Office of Civil Rxghts, orany other ddministrative or judieial
body with Jjunsdiction, inciuding, but 7ot limited to, disclosing or providing access to-or an

-accounting of PHI as Conperative may request, Developér futther agrées to! rake available fo

Cooperative its practices; books and records relating 1o the use and. disclosnre of PHE within -
five (5) busiriess days of suich tequest, for purposes.of enabhng Cocpzratwu to determine
Developer's compliance with the terms of this Addendura.

SECURITY OBLIGATIONS



4.1 Safeguards Dcvc!ope‘f agrees o ;mplemcnt appropriate: adminisirative; physical;
techinical service and technical szcuﬂty measures 10 pro:ect the integrity, confidentiality and
availability of any PHI that it may receive, trarismit or maintain as ¥ result of Developer’s
services ot bekialf of Cooperative.

32. - Compliance. Developeragrees that &l such secumy measures will be consxstent
with 45 CFR 164 subipart C (HIPAA Seciirity Rule) and in compiiance; with e requirements
of HIPAA Security Rule as of the effective date of the regulations and a8 amended from time
fo time..

33 ‘Agents; - Developer agrees to ensure :hat any agent; mcluﬂmg asubcontractar, to
‘whom it provides PHI, agrees fo. implement reasonable: and: appropnate safeguards to protcct
the integrity, confi dentlahty and availability of such PHI:

34 ch:umy im::den:s Dcvclopf:r agrees 1o report to Cooperative any Secirity
Inciderit (as defined by 43 CFR 164. 304) of whlch it becomes aware, ag reqmrct! by 45 CFR
1643 14(3)(2){1)

OBLIGATIONS OF COOPERATIVE.

4.1 Changes. Cnoperauve shall provide Devaiepar w;th anyof the fallumng, 16
the extent it may affect Developer's use or disclosure 6f PHIr (8) any !nm;:atmn{s) in .
Cnnperatwe s Notice of. Privacy Practices; (b) any changes in, or revocation of, permission

by an owner of PHI to use or disclose PHI; and {c) any restriction 10 the use or disclosure of
PHI to which Coaperatwa has afreed in accordance with 45 CFR. 164:522..

432 Caoperatwe shiall not request Deﬁe!oper 10 4sé or-disclose PHI in any manner thait
would not be permiissible under HIPAA. if done by Coaperalive

TERMINATION

54  Terminalion. upon Bréach: I either party, in its reasonable discretion,
determmes thaf the ofker has violated & material term. of this Addendum, the non offending
_patty may terminate this Addendum and Developer’s pariicipation under the Services
Agreement. Upon such determination, the non offending party shall at its. optmn (a) requzre
cure of the breach within five (5) days or/this Addendum shall be terminated if the breach is
‘ot cured to the reasonable satisfaction of the non—oﬁ"endmg paity,” ‘within that period; or {b)
nmmedmzely terminate the Addendum if = material term of this Addendurm has been bréached
‘and cure is-not possible, in the non offendmg party’s reasoriable discretion, Each party.
acknowicdgcs ‘that if termination of this Addendum is not feagible in the non offending
party's sole- dxscrcuon, the non offendmg party has the fight to report the breach 1o ihc
Secretaty:

5 2. Effect of Tenmnatmn

5:2.1 BEslceptas prov:ded in Section 5.2.2, , upon termination far any reasmi of 33 thls
Addcndum, ardi) the Serwces Agreemenr Developer shall return or destroy all PHI
‘received from Cooperative, or received or created by Devclaper onbehalfof Ceope.ra!we'
in the time permd directed by Cooperative. This provision shall apply to PHI that is in
the poasess:on of subcontractors or agents of Developer.: Developer shalfretain no copu::s.
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i AR

.‘B'(y,zyl , ."‘ 4 k
WName Warner, Thdmis.

Title: Chatr, Board of Divestors "I‘ﬂle, Mmb%rf
Dates

- Sueh PHE and limit further uses and disclosures of sueh B

'Qbhgannns pursuant

cnfer UPOR/aNY. pErsory a!her ihan: |
LS L permifted nssigns, any rights, remedi

1, including: any. eleotronie medimﬁ*undey Devgloper's cuatoﬁy“ﬁr,tontrbl Aﬁ
mshall Be in Bccordance with Sedtion 2.8

34 2 IfConpegam detéimines thay ‘rehifiiiig of destro ,ym Mmﬁs
Developerinderstands and.ngrees.that it shall mtendfthe oteck
the:rebaror destruction‘infeasible, for'so longs: ﬁgvelbga;j pintding such FH

stcamﬁmps o

Pt‘bpetty Rights. Developer heveby ankibvwiedss that, 5 bebween Bayclqperahﬂ'

Cooperative, all PHI shall ke and shallrémain:solelythe  propy chp rative, .

i dmgrnnyﬂnd‘al!fonns*t&muf&eva’fngkﬂfﬁyDcwlnpm fi’ i
erdimy 1) ﬁg.ycjdphr‘s ‘conTrach Wi

. ; rvices Agreeimenl,, '

5.2 No’I’hu’ii Farty’”Benef'ciari"es Nothilip axpréss pp!mphe& i il A‘ﬂdg&dmsha!l

cloper-and Cooperative and theitrespective

ntféﬁx[ﬂa, B

: lfunative Relief: Notwithsizbditg ahy fghisor renindies fire orithe.
SemceslﬁgrccmcuﬁCeopnraﬁv&hnm*bxrcfamsi}!ﬁghts pekijinetive teliet s
preyenﬁonst thennatthorized use or disclosure ST PHY bybave!opaf'or‘b}'nny“a“gcm

tx_a of Developeror by: any: fhird prty thitivecetves arotiersiseoftined.

remedy ﬁi'p ﬁege umfcr thigAdd; ate o
sing;lc?orpnzha[ exertise by Couparaﬁ'xte of atight; remed;
furthet exerpise of the'siins,

6.5, Cnnnferpar;s This Addenﬁum maybe: wenyt%d m dny nnmbcraﬁcguntcmm.
enchofwhich shdll be deemed.an original,

IN'WITNESS WHEREOF, this Parties have exetited this Bpsma_ss AssoclamAddcﬁ&um
throngh thelr duly auihoriiied Fepresentatives as: nf ‘the'dr

Luuxsiar;a Health anpcmtwc Isic:

/ D[a’/zﬁ [ 2 - -Effmhvmmzsfzafm




Exhibit'5:

Initial List of Approved Duyéloper aifilistes and Corresponding Rates:

CONFIDENTIAL EXEMPT FROM LOUISIANA FREEDOM QF INFORMATION ACT _
DISCLOSURE La: Rey. Stat. Ann §44:332

.Bean;.‘-l.tave'l

.Representative LAHC Title

: l__.n‘iﬁal[y a:ss’ignedif
 individuals- -

Hourly Rate (§)

‘Member.

Chief Executive Officer

| Terry Shilling |

s210]

-Er'incipai

Chief .Finaﬁcial*cfﬁ'cer,- Head of _l“ina‘ncg

Liéa Blums

$185

Associnte 1]

‘Head of function, Project Manager .

{ Alan Bayham

Jim MeHariey

| dim Krainz:

Mark Geatry.

| Jim Pittman
|Jim Stames.
Michael Hartnett

3160 |

Associate 1

Recroiter, Selected Staff personnel: -

’ :‘:Kar'i:n.An‘t__le'rs;—. _
‘EricLeMarbre |

st

Cooperative acknowledges. that.it has agreed to a list of milestones incorporated in the -
Cooperative’s dgreement with: CMS. Beam agrees to monitor achlavcment ofthese mﬂestones
for thie perind(s) covered by this Agreement, At the end of 2 milestone repnrtmg period -
(gencrally the close. of & calendar quarter), and in addition to'the hiourly rates billéd above; Beam
shiall be entitled to bill and collect $15.00 per hour from the Cooperativa for-all hoiirs billed-or:
expended for a milestone due in the reporting period if Beam achieves that- mdestcne Within the

timeframe noted for each milestone, including any grace period allowed by CMS.,

Coaperative further acknowledges Beam may assign individuals:to projects or work:
‘contemplated under: this Agreement, upon feasonable notice to Cooperative.




Exhibit 6
lnformatmn Secun iy, Addendum

This Information’ Security Addendom {“ISA") is made pursuant to and attached to the
Development Agreenicnt (the “Agreenient™) executed by and batween Bean Patiners LLC
{“Developer”) and the Louisiana Health Cooperative, Inc., a Louvistana nonprofit corporafion
{"LAHC"). Ifanexpress conflict arises between this ISA and the Agrcament ‘the terms of this
ISA shall contral with respect to the specific subj ;ect matter hiereof: information security
standards and requirements:

'WHEREAS the Parties recognize that information security prachces piay 1 1mpnrtant role in
their relatmnshxp, and..

WHEREAS, the Parties wish to memorialize those fnformation sechnolsgy secunty pracnces
which they will adhere to}

NOW THEREFORE, LAHC and t}éveloper'heraby agree asfé!!o‘wr

1) Overview: Developer has been retained to assist LAHC 16 become operational, mcludsng
assisting LAHC fo i&entsfy and-select vendors, setting tp’ LAHC's systemis and- eNsUring
that the systems are integrated so that LAHC'S interfare with providers, employers, the.
healthinsurance exchanges and enrolleesis Successﬁzi The Parties: agree thats

a) Each Party miust comply with HIPAA privacy requirements and State of Louisiana.
rules regarding privacy, and ensure data integrity at their' fespéctive organizations;

b} The Parties will exécute a Business Assotiate if Developer will have access to any
" Protected Health information inthe conrse-of performing the Services for LAHC;

¢} Shared data will be limited to'de-identified Protacted Health Information- uniess al:
Parties determine otherwise for Speciﬁ: inftiatives; and

-d} Data stored at LAHC shall betreated in'a manner consistent wzth the HIPAA' privacy
tule and State of anslana rules governing privacy; and

e} The Parties will comply with this ISA, as amended From time to time to ensure that
their data is’ mamtamed securely,

2) Deﬁnitmns' Any térm not: defined herein shall have the meaning ascribed to it in the
Agresment.
&) “Confidential Information” means: _
) All past, present.and: futore Husiness: acnwnes and’ all information related to the
business. of either Party and its members dnd/or pauents, that-may be obtained from
any source, whether written or oral, as well as trade secrets; all information on any:

Device or vnder the ownershlp or: control of either- Party of its. Personnel or contamed"
in-the Software on ény Device.

“ii) Confidential Information- also mcludes sny: mformanon telating to: the pricing,.
sbftware or technical mf‘ormaimn hardware, methods, processes, fi nancial data,. lists,.
: apparams, statistics: program, rcst:amh daveiopmcnt o ‘velated. mi‘ormatlon of a



3)

Party, its members :and/or enrojlees concemmg ‘past, present or ﬁﬁurc business
activities, atd/or the. results of the provision of Semces perfurmed pursuant 1o fhe
Agrcement

{ii) Confidential Informiation does not inchide mformanon that:

(1) 'Was previously published or.is now or becomies: publac knowiedge through no
fault-of the other Patty; ot

(2) Can be eslabhshed to have been made -available 16:the other Party, without
restriction on disclostre; by a third person not. under obligation of confi dennahty
with. raspect to. the disclosed information; or -

-'(3} Can ba established 1o have been mdcpenﬁcntly 36;536;:6& by the other -?any:'cr-

(4) Constitutes know-how which-in ordinary course becornes’ ‘indisfinguishable from:
the know-how of the othet Party; ot -

(5) Is in response to a valid order’ by'a tourt of compatcm junsdzchori or Othérivise:
required by law.

b) “Device” means any personal computer, laptop,. personal - dlgs!al assistant. (“PDA™),
mamframe, nistwork, LAN, workstation of MFD, -

c) “infunnanon Secumy means protecting mf’onnauon and inf‘onnatmn systems- ‘fromi,
unaumonzed actess, use, disclosure, dismption, modxﬁcanon or dcstructxon.

d)- “Mum-Func!mn Device” or "MFDY means an office ‘machine whxch incorporates the
functionality of miltiple .devices in’ one, mcIudmg typically: Prmting. Scanning,
Photocopying, Faxmg and/ or B- mallmg

€) “Party” shall mean either. Developer or LAHC and "Pamcs" shall meaii both

f). “Personal Cnmpute:" or “PC" nyeans eny laptop; otebook, deskiop, nelbook or other
personal compiting: device that is used to access, process or display- mformatmn. This
definition. does not include computing devices operatifig as- servers :in a hardencd
controlled access, secured datacentre,

g) “Personnel" means o Party’s employees or subcontractors,

hy Soﬁware includes all software, middleware, firmwite, groupware: and licerised iriternal
code whether owned or licensed currently.or in'the futurs accessed by = Party's personnel’
by any direct or remote; access method: -

Best Practices :

2) Parties shail adhere: 16 industry best: practive standards related o inforimation - secunly

rc]anng to its Devices and Software..

b) Each Party shall develop and maintain a comprehensive control franiework based upon
generally accepted bést practices-using a standard set of controls, including tommercially
available and widespredd usc: 6f precautionary measures,

c) Each Party shail secure-access to its offices,
dy Each Party shall limit access to Confidential Information 1o authorized Personnel dnly.



e} .Each Party-shall prowdc periodic- and ‘mandatory Informatwn Secumy u-ammg to ats
Persoruel:

£ Each. Party shall ensure that commiercially reasonable standards dré followed to limit
Personniel access o view, copy,. transfer and edit data-to the minimonm: necessary 1o allow
them. to perform their required task, including log ins- requ:rcd to'move from one: type of
- file to andther (e.g. clinical treatment to payiment)

8) Each: Party shall’ limit access to-Confidential infonnatmn to the minimum necessary.
dataset required to accomplish the intended purpose of vse.

4y Security Policy

8) Each Pmty shall develop and maintain a comprehensive: Information. Secunty Poizcy
("Potwy"). which it shall review annually, or whenever there is @ material change in ity
practices, Each Party. shall designate & staff member as.its. Security Qfficer to mamtam
its Policy and shall monitor its Policy to ensure that it is reasonably caicu!ated te preven!
unauthorized access. The Policy shall address at s minimum:: :

iy The role of the Security Officer as the primary ‘sécutity Haison' between. the Parties.
and as the individual primarily resgonszblc for ensurmg Information Semmty

it) Access controls, includmg physical and: electromc aceess controls $uch as, passwbtiis

. m) Security monitoring: systems that identify users; {ocations and times and limiit access:
o those who need acccss to perform theit services.

iv) Use' of unsecured Wireless fidelity (“Wi-Fi™) or any other unseciifed ‘wircless
technology by agents of either Parly.
v} Useof encrypfiun‘
Vi) Softwarc updates and patches and: use of ams-v:ms software. arsd virus / malware ./
spyware scanning.
i) Firgwalls.
viti) -Secure destruction and disposal of devises, storage media follewing National
Institute of Standards and Technology {“NIST”) Special Publication 800-88.
ix) Procedurés for. recovering dévices and media from Personnei when theit active:
participation in the Services ends:
x) Processes to.detect, mitigate and report Secnrity'breac‘hes'

xi) Pohmes o regu!ate Buest- use. of systems. and’ devicesand o establish . secunty..
protocols for guest access by | mccmmg guests or by | Personnel using other f'acihti‘es

Xii) Transfer or return 6f all information and coordinating the- d:scﬁnnecnon of an sysiems
and devices following the: termination, of this Agreement.

5) Modification of Requxmments. Thls ISA contaifs minitmim sianidards intended 16 protect the
Porties” Confidential Information. Each Party. remains responsible to teke: any additicnal
- precautions necessary. to enstre that the Parties’ confidential information is protected from
unautharized disclosure and nse.



6) The: Eames -agreeithal afailura b;,; oithes Bmy tomiukes. ganﬁ faith-effort:to:domply: Awtith: this

ISA shall be grovnds for términation ofilic Agreement.

IN WI'IZNESS HEREDE, il parhés‘“ cretn; s each sty tmégr Ao and praper: aﬁthonty,, hitve:
ansed this 18A 1o be: sxgncd by ihexrahthumc tep ,),,se,ntsuvcg Snhe mgachve dgpbswfa.lln\wng
their sighatures bilow.

Fon LAHC: P Besih Pattigs LG

Name: Wersier THonids _ _
Titls: Chivhr; Bonrd 4EDveotors Fitfe: Member
| Effective Dtes Augst28, 2012




19TH JUDICIAL COURT FOR THE PARISH OF EASY BATON ROUGE

STATE OF LOUISIANA

NO. 651069 SECTION 22

JAMES J. DBONELON, COMMISSIONER OF INSURANCE FOR THE STATE OF
LOUISIANA, IN HIS CAPACITY AS REHABILITATOR OF
LOUISIANA HEALTH COOPERATIVE, INC.

V.

TERRY 8. SHILLING, GEORGE G. CROMER, WARNER L. THOMAS, IV, WILLIAM
A. OLIVER, CHARLES D. CALVI, PATRICK C. POWERS, CGI TECHNOLOGIES
AND SOLUTIONS, INC., GROUP RESOURCES INC., BEAM PARTNERS, LLC, AND
TRAVELERS AND SURETY COMPANY OF AMERICA.

FILED:
DEPUTY CLERK
AFFIDAVIT OF TERRY S. SHILLING
STATE OF GEORGIA
COUNTY OF COBB

BEFORE ME, the undersigned authority, personally came and appeared:
TERRY S. SHILLING

who, after being duly sworn, did depose and state:

1. I am a member of Beam Partners, LLC (“Beam”) and the statements made herein are
based on my own personal knowledge.

2. Beam entered into a Management and Development Agreement (“Agreement™) with
Louisiana Health Cooperative, Inc. (“LAHC™) to perform consulting and other services to the
LAHC.

3. The parties also entered into three subsequent amendments to the Agreement titled

Amendment 1, Amendment 2, and Amendment 3. EXH .
e BI [




4, 1 signed the Agreement and Amendment 1, Amendment 2, and Amendment 3 of the

Agreement on behalf of and as a member of Beam.

5. The Apreement and Amendment I, Amendment 2, and Amendment 3 attached to this

pleading are copies of the Agreement and Amendment |, Amendment 2, and Amendment 3 entered
|

into between Beam and LAHC that I signed.

6. The Agreement contains an arbitration clause in Article 10.6.

7. Amendment 1, Amendment 2, and Amendment 3 of the Agreement did not eliminate

or modify in any way Article 10.6. In fact, the amendments specifically stated that those sections

not modified “shall remain it full force and effect.”

7. Neither party has instituted arbitration proceedings as required by the Agreement,

Article 10.6.

8. This Affidavit is true and corre%}ibjt/';z knowledge.
ngﬁ SHILLING

SWORN TO AND SUBSCRIBED

BEFORE ME, THIS
DAY OF JANUARY 2017.

- §
NOTARY § e
s 5 1 gt
=
3

7
i,




Amendment 1
Matgement i Divelopiosnl Agrechitent
By:and Br:hvce,u }_3#}1?1% Pardness, LIC’
Andtie:
L’n_uisiann'éHé_n|ﬂx.-ﬁatqpaintﬁzq;mg;,

ThisFist muendmmt to the. Mauageient anid Deye?opmeui Agréement is nmdwa. olihe:
Elfoctive. Ditobeloty,

Recitals
W EREAS, o Management and Deyolopiment Agresnivhtis: umffcct bietsveen Dwalupcr and The
C‘mperm{vc, and

WHEREAS, the Covperativehas hud. adequate ogportumly {orubserve flic services pxevmusly
p avided by Deveioper and found theim.te be satisfactory] id

WHEREAS: the patties-tesire to, atiicid the Agrccm;ntmakwrdéﬁm it the lérme :of lhls First.
Afneitdmen, -

NOW; THEREFORE; the: Agieement s anterided as followst
Iy Siction 8.1 vdeleted in it dutivatyand mpiaced fvitlidlio Tollowing:

817 Texin,, This Agreement shafl becoms effestive un the Eiftetive Dato and shell renin in Fall
Torée and effectendiiig at 11:59. on March 31,2013, unléss sooner termifnated in accordaiice with
this Article 8, Therenflet, hils Agregment may. bercnewed: forspmi’ 1o, ‘Survu.cs a0l spam.!" ¢
{itervals at the reqiest of the Cobpeiative (“Txteided Teérms’ ‘)

2y EBxhibit 1is deleted in itg entivety andrephsced_wnh {he Exlibil 1 altached heicto,

3)  Dxhibit3is deloted in its entitety nd replioed il tho BxDibit5 attached hereiey.

4)  ‘Exceptasmodified hereln, the Awreenin! shall somain tnfuli forco and effect,

IN WUTNESS WHERBOF, tle Cogporaiiveand Dnvrﬂupcr Davepay sed this f‘ B s:tx\mendmenr 10

“Beexecuted by their tegpestive dofy aulboridsd reprosentatives i (o naniner fegatly hinding-
ipon-fhenas bfthe date first abdve wrilten,:

Lonistana II,eaIih Coopurative, [, ' “Boam Partatrs; 1.1 £

By: (el f S oy (O (AT
Weme: WoENeR L. THomips. _ Novies Toyd, Shilling U
Chals, Board of Dircctors or Chief Exeoutive ‘Member

Dates,_ 1 o . . Bifectiveas ofi Decawber 31, 2012

EXH.
IIC!I




Toxiibit) ~ nsamended by Amendivent T,
A gnagement.ond Suppact Seiviessio beviade Avpilable by Bean;:

Developliient/Services.

3

+

Dielopiig 4 ol

Beveloper shull providle the followhys Servites do-the Gogperalive:
Training snd.orienting fheiHoard of Direclors; as proyitleddn Bxhibit 3;

Daveloping the: dppjwﬂﬁﬁi‘l TorSule Tivensure, g snd-worki g wnh mu Biule Insptance,
‘Beprriment o oblin approvalolibeHeonse;

@btammg ta-exBmpt statis for the: Coaperatve;:
Fproviders thdl s s nenvbrkcasisss sTalidards o fhic Suaw,

Recxiuimg, vcnﬁungfhc-m : "‘en!{als formid: enﬁﬁncimgcﬂmmi nted views: forquahﬁed
cafididates for positions it e Cooperaiive;

metmgpmawsus, systonrs and fosing. (brilie opn:raimn for{heiConperalive..

Tdend ifyiug.,:wgotmtmg and Bxeouting ndmmxsimt}ye services forthe. opalatgon oftie
Céopérative,

Manngsriient Seivioss
Perthe mequenemf the&oop,mtm, Beanshigll arvange Manapement:Services Jo support the

-ﬁa}]owmg funr:lmn}‘,‘

Funnhan | Bndingdate.
cmcf Exceutive Officer — Overll Pl Managententand advies concgining 315
s{mlcgzc ‘difestion, ' '

Chw[’ Finyncink O figor and Hoad of! Fmam.c @vcmlllmaumﬂl max\agmncm
plannihg, wpmlmg

Ifead of Momberand. Group Suwwa Mambm' emql!mem‘,pubht: etiuuntwn wnid
advu:e Sonhcamini stmiegic dn'ecbon

Complianee Supporf- -Guidihce’ ennammng the: mquwenmn}s of A}ﬁphﬁabla Law
i J\ppflf.‘a!ﬂs icguhrory Agencles

‘Hedd of {linieal Care - Bénelit devélapment;; thmacy Plaii Managément sind
, nﬁvn_e qnnqcmmg stintepic:diicotion

Hénd of Upmatmna avid Iforinatinii ledumlngy Clonrdinates ‘H‘le mmnml
opurations of tIic lei.,

Hcad of medechIafmnschfoxk i’)c\mlopmcrztwlslcmmkmm:agcmcnl scrv;m:s,. '
nw}t;d:n;_, 1 shratigie dxrécu an,: nctwmk adéquay aad: Jimv.\dg:rrclaimns Inirdrives:

By, 141




Project Mangigbineint ~ sprcificprifies b fiseded.

Huai: Remumas i’rﬂvxde OrArANEe: fm supportiwith hluﬁg benefits:
ménggenént and:other him‘ian msomces proceEseel.

Tec!mﬁlogy acqmm(xcm supl;ouw]’l ovide adviceand: mf’oxmalmn concemmg
Dardware:for 1T mﬁasmmmre

........

-tharﬁzncaans, as reguesfqd by: the: Coapqi i ws

Buppart Setvices;,
Bospborfentation-and fraining

» Yepdoy Oversight - Busmass]’rocess G;ganmticm(B!?@),thmacy:Bencf' i) Mahagex
(PBMY dr otherdele vicds

« T1CCAlysis bollproshective wid fefidspestive.

* -Oihgrdunctioisasdgresd foby e peties

Repaiting: TeEquivateiity:

A pltiaf gach requasi&‘m: Sesmas,, esnand:tie Coopedtivi shill sgresion theseporting

= siveiils b “nA pany SUENSeEvices. ALH: i Hh reporting shall be: sufficient o .
aitve forprovide. cvemghtfou bg -C:sqpemt{ve inthe. pmfﬁnnrmce of any

: ;dci‘sgared'ﬁméﬁnus

L 12




ENbILS ~ ps mineidted By Amendoigit 1
Tnitial Listof Approved Teveloper aifilistes.and Coresponding Rates:

COMEIDENTIAL -~ EXEMPT FROM LOUISIANA FRBEDOM OFINFORMATION ATY.
BISCLOSURE INCLUDING UNDER BXCUFTTON La: Rev. Stok-Ann. §84:3 2

Treans, Level, Rejivesenititive LANC "Lile: | dnitially assipned |- Houtly Raté: ()

individunis: |
onher | {xﬁefffxem}twa@fﬁ‘gm B o T@'}i‘i@f{éki‘iﬁ{:g _ . $20
AtsooiteIl Hgﬂ,_{nfﬁme{mn,l'mjeclMan‘agar - Debiby Sidenéy §160"

Alan Baglini
| Jin MeHarioy
| Jfanlmnz
Mt Gontiy
iy Pitman.
Hin Stayies
Michasl Hartnett |

| Associate I | Recnviter; Setosted Staff persannel Kaein Anders $i1o

Kiie L.eMarbre

(.oopcrﬁ,! wt: ackuuwicd gcs ﬂmt J[’ has qgs eed to su ifs% of ;mlc:smncs mcarpumtcd m tlxc

:uxw}uled J”m,,d mslnsgona d;tmn lh!c< mpur!rng panod ‘:f‘me '!'uw:,s th;tl 7 ,!gsioncwﬂfm Jht‘-
iinefratic soted forF ench itlesltro, iichiiig Aty gract; period nllgwisl by M8,

-Caépm‘auw, Autllior: ﬁcknbwlccigcs B may. assignfodividoals (o prajeets o waork”
_comém;ﬁalcd rhidor s Aoz, Upan teasonablenotick to:Cogperalive,




Amentinent2
- lothe
- Deyclophent Agvefmgint
Byand betwegn Beam Particss LLG
Andihie
Lowsiana Hedlth:Coopertive, Ine:

_Thas@Seaond Amendnent o the Magagementand ’Ee?‘%'@mgmentAgwemeni{ﬁae“z&gaeeme:ﬁ" s
nigde avof the Kifcctive Daté iclow..

cetiliaween e Beataud the;

AS,a Maiisgemeii aid: Dav&!opmant _ gw&m&:zt i af
'Lﬁﬁp‘m“«ﬂl i c,aud

WWKS, ﬁ1gz Cogperative fins. i deqﬁiﬁc spportelifto obscg yw]be Eaﬁmé&gpféﬂmmly
prcmdcﬁ by Deain and forud fhem to be satisfactory; and

WHEREAS,the:patticsdesite 1o amend the Agrestient fnattordsass. it fernis.of {hig
Second Amendmenty

"NOW, THERGFORE, the: Agreewent is amended as: fn}}an*
f) . Sec.mm% 1 s ﬂelcwdm m, t:htuct_‘“ tidreplaced with

nd*ﬂffectunia “lf'ﬁci an Deeep‘ﬁuer’i’l 2?’)‘?3, h! Teif
fhisAititle . ’I‘hm:aﬂer, {his. Agtreementmay beiven s
Infervalsat e tequest ofthe Coojicrative (“Extendgd Perms™),

2)  Pahilsit4ds deleted h its enthvety-ond is ropliced withidhe Bxhibit4; @:_pdntecl Business -
Associate Ay, f:emen{) ultached herefo,

3 Hxeepl as modificd horcin, the Agreement shall reiain In fill forcoand offeot:

N WITNFSS WHERTOF; the Cooperativi:and Benin linve enused this Amentinent to.be.
executed by:their tespectiveduly-authorized vepresentatives in themanher Iegail y:binding tpon .
-themasof the:date first-above wiitten.

Lonisinitn Héaltlh Crdperative,Tnc. Beny Partners LLC

Nuiﬁé* Wﬁrne f '[‘hnmas .
Tiile: . Chaii, Bo/fa ot Directors "I‘rtIe LLCMambex
3_,‘

Date:. - Bilectivesas of: March 31,2013 -




ikt 4+ ay amended hy Amen ;Imeu‘fi
Huwnc%szs*mt.mtc Adf}cndum
(Elfeerive01/04/2013)

ThisBusiioss Assoclate: Agticamont (Agtcericnt’y foctiveon Jniitas {2013 B ety
T)qte”) igertereddnfo by and beliveen Yendor; Tng. :(“13usmess Assac:mte Yand CO-GP (1CO-
apvy. "

CO—C}’-'and_Bﬁi;nmsJ\ c] : 1 fdeid fﬁg Agh:hxﬁent"‘)
plksydnt: {5 whith-Bi ' ssoci“aiopiﬁwdcs CoLAlSErvioesite L 1) all 'ﬁw%mﬁéénoﬁ

}’?J it o s*cimas t:} ’Byﬁm
' At

£ ) o ‘
' t’ﬁ:m&al Heahh Aci“(",IJITEGII”},;pf r’im mnenqu Recdvcrymm K&};a\fﬁsiﬁaéﬁt@t”(“ﬁm“)
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By y.and. botwesn Benn: Fmtmm LLC
And e
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ThisThird Aneudment: l(z the Manugementand Dwe:!npment Agraemenf. {the “Agrecmcm") i
inde ag of the Effeclive Date below,
Rﬂﬁiiﬂls

WHERBAS, Mrnagement: and Developmont Agteoniont igIncffeet betiveen th’ Beam and the.
Cooperative: wmch ‘byits Wrms torminates a50f Decombey 31, 201,3; a’mﬁ

iy

WHEREAS, the Cooperative has, Imd adequate opportunity to abwefve ‘the; «x-mces prekusly
provided by Beam and, fognd thony fa be srxizsfnnto‘ry, ami

WHEREAS; the partiés:desiré i uijend the Abreementii:neeordande withthe:wrrus of ﬁus
Third !hnendmem* -

NOW, THRRERORE; the Aecsiont i atianided av follows:
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2)  Asolihe Effective Date, Exlibit 1 iyirepldced witlothe Exhibit | oitached Hereto, .
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Fahibit 3 are delefed in their sntiréty, The partles acknowledge that-the: C‘nopemnve hashired it§
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longer applicable.
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19TH JUDICIAL DIS"I‘RI‘CT COURT FOR THE PARISH OF EAST BATON ROUGE
STATE OF LOUISIANA

NUMBER: 641 928 SECTION: 26_

JAMES J. DONELON
COMMISSIONFER OF INSURANCE FOR THE STATE OF LOUISIANA

VERSUS STATE
LOUISIANA HEALTH COOPERATIVE, INC. . SEE.Qz t2ms
"pEPUTY -
FILED: - ﬂarm( OF GOURT
DEPUTY CLERK

| PERMANENT ORDER OF REHABILITATION AND INJUNCTIVE RELIEE

NOW INTO COURT,

This matter came for hearing on September 21, 2015 pursuant to the order entered in this

matfer on September 1, 2015:

PRESENT: Assistant Attorney General Michael Charles Guy, attorney for James J.
Donelon, Commissioner of Insurance for the State of Louisiana as
Rehabilitator of Louisiana Health Cooperative (“LAHC”), and the Court
appointed Receiver, Billy Bostick (the “Receiver”)

And the Court, considering the verified petition, the verification and testimony of
Caroline Brock, Deputy Commissioner of Financial Solvency for the Louisiana Department of
Insurance and Billy Bostick, Receiver, and finding that the requirements for rehabilitation under
the provisions of La. R.S. 22:2001, et seq., have been met, and the law and the evidence entitling
the plaintiff to the relief sought herein, and the Court being satisfied from the allegations therein
and finding that the defendant named herein is an insurer as defined in and under Louisiana law
and that the interests of creditors, poliéyllolders, members, subscribers, enrollees, and the public
will probably be endangered by delay, and the Court finding that the Jaw and the evidence.is in
favor of granting the relief prayed for herein,

IT IS ORDERED, ADJUDGED AND DECREED that sufficient cause exists for the
Permanent Rehabilitation of Louisiana Health Cooperative, Inc. (“LAHC™).

IT 1S FURTHER ORDERED, ADJUDGED AND DECREED that LAHC shall be and
hereby is placed into rehabilitation under the direction and control of the Commissioner of

Insurance for the State of Louisiana (the “Commissioner™), his successors and assigns in his

office and his agents, designees, and/or employees, subject to the further written orders of this

Court.

0 S ot T S
IT IS FURTHER ORDERED, ADJUDGED AND DECREED that thé%@'f‘g iési‘o%e”r“gr“
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any deputy, be and hereby is confirmed as Rehabilitator.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that Billy Bostick be and
hereby is confirmed Receiver of LAHC.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Commissioner as
Rehabilitator or his appointees and/or the Receiver or Deputy Receiver be allowed and are
authorized to employ and authorize the compensation of accountants, clerks, attorneys and such -
assistants as he deems necessary, and authorize the payment of the expenses of these proceedings
and the necessary incidents thereof, to be paid out of the funds or assets of LAHC in the
possession of the Receiver and/or Rehabilitator or coming into LAHC’s possession.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitator be
and hereby is permanently vested by operation of law with the title to all property, business,
affairs, accounts, bank accounts; safety deposit boxes, statutory deposits, computers, all primary
and sccondary storage media, social media (including, but not limited to Facebook and Twitter
accounts), documents, claims files, records and other assets of T.AHC, and is ordered to direct
the rehabilitation of LAHC.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitator, the
Receiver, their agents and/or employees, shall be and hereby are directed to take possession and
control of the property, business, affairs, bank accounts, safety deposit boxes, statutory deposits,
computers, all primary and secondary storage media, social media (including, but not limited to
Facebook and Twitter accounts), documents, claims files, software, electronic data, e-mail,
websites, books, records, accounts, copyrights, trademarks, patents, and all other assets of
LAHC, including all real property, whether in the possession of LAHC or its officers, directors,
employees, managers, frustees, agents, adjustors, accountants, actuaries, attorneys, contractors,
consultants, third party administrators, subsidiaries? affiliates; or agents, and of the premises
occupied by LAHC for its business, conduct all of the business and affairs of LAHC, or so much
thereof as he may deem appropriate, manage the affairs of LAHC, and to rehabilitate same, until
further order of this Court.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that LAHC, its
policyholders, subscribers, members, enrollees, officers, directors, employees, managers,
tmstces, agents, adjustors, accountants, actuaries, attorneys, co'ntractor;, consultants, third party

administrators, subsidiaries, affiliates, creditors, banks, savings and loan associations, and/or
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other entity or persbn actin.g for or on behalf of LAHC shall be and hereby are permanently
enjoined from disposing of the property, business, affairs, bank accounts, safety deposit boxes,
statutory deposits, computers, all primary and secondary storage media, social media (including,
but not limited to Facebook and Twitter accounts), documents, claims files, software, electronic
data, e-mail, websites, books, records, accounts, copyrights, trademarks, patents, and all other
assets of LAHC, including all real property, and frorn the transaction of the business of LAHC,
except with the concurrence of the Commissioner, until further order of this Court.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that pursuant to La. R.S.
22:2006, any and all persons and entities shall be and hereby are permanently enjoined from
obtaining preferences, judgments, attachments or other like liens or the making of any levy
against LAHC, its property and assets while in the Commissioner’s possession and control,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that in accordance with
La. R.S. 22:2036 the Rehabilitator shall be and hercby is permanently vested with and/or shall
maintain the authority to enforce, for the benefit of LAHC policyholders, subscribers, members,
and enrollees and LAHC, contract performance by any provider or other third party who
contracted with LAHC, and for such other relief as the nature of the case and the interest of
LAHC, LAHC’s policyholders, subscribers, members; enrollees, creditors or the public may
require.

1T IS FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitator shall
be and hereby is entitled to the right to enforce or cancel, for the benefit of the policyholders;
subscribers, members, enrollees of LAHC, and LAHC, contract performance by any party who
had contracted with LAHC.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that LAHC providers and
contractors are required to abide by the terms of their contracts with LAHC and te provide
services to LAHC members under the terms of such contracts in order to ensure continuation of
services for LAHC policyholders, subscribers, membets, and enroliées until further order of this
Court,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitator shall
be and hereby is entitled to permit such further operation of LAHC as he may deem necessary to
be.in the best interests of the policyholdérs, subscribers, members, and enrollees, and creditors of

LAHC and the ordetly rehabilitation of LAHC.
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IT IS FURTHER ORDER;ED, ADIUDGED AND DECREED that all authority of all
officers, directors, and managers of LAHC shall be and heteby is terminated and all authority of
said officers, directors and managers be and hereby is.vested in the Rehabilitator,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitator and
Receiver of LATIC and his assistants shall be and hereby are allowed and authorized to:

a) Employ and authorize the compensation of accountants, clerks, and such
' assistants as he deems necessary, and authorize the payment of the expenses
of thesc proceedings and the necessary incidents thereof, as approved by the
Coutt, out of the funds or assets of LAHC inthe possession of the Rehabilitator
and the Receiver or coming into LAHC’s possession;

b) Defend or not defend legal actions wherein LAHC or the Rehabilitator or
Receiver is a party defendant, commenced prior to or subsequent to the entry of
the order herein, without the authorization of the Court, excépt, however, in
actions where LAHC is a nominal party, as in certain foreclosure actions and the
action does not affect a claim against or adversely affect the assets of LAHC, the
Rechabilitator or Receiver may file appropriate pleadings in his discretion;

c) Commence and maintain all legal actions necessary, wherever necessary,
for the proper administration of this rehabilitation proceeding;

d) Collect all debts, which are economically féasible to collect and which are
due and owing to LAHC;
e) Take possession of all of LAFC’s securities and certificates of deposit.on

deposit with any financial institution or any other person or entity, if any,
and convert to cash so much of the same as may be necessary, in his
judgment, to pay the expenses of administration of rehabilitation.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that any officer, director,
manager, trustee, agent, adjustor, contractor, or third party administrator of LAHC and any
person who possesses or possessed any executive authority over, or who exercises or exercised
any control over any segment of LAHC's affairs shall be and hereby are -requ_iréd to fully
cooperate with the Rehabilitator, the Receiver and his assistants, notwithstanding their dismissal
pursuant to this order,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that all attorneys
employed by LAHC as of the date of the order entered herein shall, within ten (10) days notice’
of the order entered herein, report to the Receiver or Rehabilitator on the name, company, claim
number and status of each file they are handling on behalf of LAHC. Said report shall also
include an account of any funds received from or on behalf of LAHC. All attorneys described
herein are hereby discharged as of the date of this order unless the Receiver or Rehabilitator
retains their services in writing. All attorneys employed by LAHC who are in possession. of

litigation files or other material, documents or records belonging to or relating to work
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performed by the attorney on blahalf of LAHC shall deliver such litigation files, material,
documents or records intact and without purging to the Receiver notwithstanding any claim of a
retaining len, which, if otherwise valid, shall not be extinguished by such turn-over of
documents,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that reinsurance amounts
due to or payable by LAHC shall be remitted to, or disbursed by the Receiver at the Receiver’s
discretion and with the consent of the court where required by law. The Receiver shall handle
reinsurance losses recoverable or payable‘:‘ by LAHC. All correspondence concerning
reinsurance shall be between the Receiver and the reinsuring company or intermediary unless
otherwise authorized by the Receiver.

ITIS FURTHER ORDERED, ADJUDGED AND DECREED that any bank, savings and
lIoan association, financial. institution, and any other person or entity which has on deposit,
including statutory deposits, in its. possession, custody or control any funds, accounts and any
other assets of LAHC, shall be and hereby is ordered to immediately transfer title, custody and
control of all such funds, accounts, or assets to the Receiver, and instructed that the Receiver has
absolute control over such funds, accounts and other assets. The Receivér may change the name
of such accounts and other assets withdraw them from such bank, savings and loan association or
other financial institution or take such lesser action necessary for the proper conduct of this
receivership. No bank, savings and loan association, or other financial institution, person or
entity shall freeze or place a hard hold on, or exercise any form of set-off, alleged set-off, lien,
any form of self-help whatsoever, or refuse to transfer any funds or assets to the. Receiver’s
control without the permission of this Court.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that any bank, savings and
loan association, financial institution, and any other person or entity which has on deposit, in its
possession, custody or control any funds, accounts and any other assets of LAHC, shall not be
permitted to freeze or place a hard hold on, or exercise any form of set-off, alleged set-off, lien,
any form of self-help whatsoever, or refuse to transfer any funds or assets to the control of the
Rehabilitator, the Receiver or his appointees without the permission of this Court.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that any entity furnishing
telephone, water, electric, sewage, garbage or trash removal services to LAHC shall maintain

such service and transfer any such accounts to the Receiver as of the date of the order entered
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herein, unless instructed to'the cm;;trary by the Receiver.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that upon request by the
Receiver, any company providing telephone services to LAHC shall provide a reference of calls
from the number presently assigned to LAHC to any such number designated by the Receiver or
perform any other services or changes necessary to the conduct of the receivership of LAHC.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that any data processing
service which has custody or control ¢f any data processing information and recérds-, including,
but not limited to, source documents, data processing cards, input tapes, all types of storage
information, master tapes or any other recorded information relating to LAHC shall be and
hereby are required to transfer custody and control of such records to the Commissioner.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the United States
Postal Service shall be and hereby is directed to provide any information requested by the
Receiver regarding LAHC and to handle future deliveries of LAHC’s mail as directed by the
Recetver.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitator and
his assistants ‘.’shall be and hereby are authorized to conduct an investigation of LAHC and its
subsidiaries and affiliates to uncover and make fully available to the Court the true state of
LAHC’s financial affairs. In furtherance of this investigation, LAHC, its subsidiaries, its
affiliates, owners, officers, directors, managers, trustees, agents, employees, servants, adjustors,
accoutitants, actuaries, attorneys, contractors, consultants, or third party administrators, LAHC.
shall make all books, documents, accounts, records and affairs, which either belong to or pertain
to LAHC available for full, free and unhindered inspection and examination by the
Commissioner during normal business hours, Monday through Friday, from the date of the order
entered herein. LAHC and the above-specified entities shall fully cooperate with the
Rehabilitator, including, but not limited to, the taking of oral testimony under oath of LAHC and
its officers, directors, employees, managers, trustees, agents, adjustors, accountarits, actuaries,
attorneys, confractors, consultants, third party administrators, subsidiaries, affiliates, and -
subsidiaries and any other person or entity who possesses any executive authority over, or who
exercises any control over, any segment of the affairs of LAHC in both their official,
representative, and individual capacities and the production of all documents that are caleulated

to disclose the true state of LAHC s affairs.
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IT IS FURTHER OR-DEB".ED, ADJUDGED AND DECREED that LAHC shall not
engage in any advertising or solicitation whatsoever, other than that approved by the Receiver.

I'T IS FURTHER ORDERED, ADTUDGED AND. DECREED that LAHC, its members,
subscribers, enrollees, and policyholders, officers, directors, employees, managers,. trustees,
agents, adjustors, accountants, actuaries, attorneys, contractors, consultants, third party
administrators, subsidiaries, affiliates, and any other pattnership, company or entity controlled by
same and/or other persons acting for or on behalf of LAHC, or subject to their control, and all
other persons or entities who have access to, control or possession of the property, assets, and
affairs of LAHC shall be and hereby are permanently enjoined except with the express
permission of the Receiver:

a) from disposing of or encumbering any of the property or assets of LAHC;

b} from disposing of any records or other documents belonging of LAHC or relating
to the business and affairs of the of LAHC; '

c) from the transaction of any business by, for, or on behalf of LAHC, including, but
not imited to:

i) writing, issuance or renewal of any certificate of coverage, insurance
policy, binder, or endorsement to an existing policy or certificate of
coverage;

if) payment of claims and of any policy or certificate of coverage benefits;

iii)y  incurring of any claim or loss adjustment expense;

iv) incurring of any debt or liability, and

V) interfering with the acquisition of possession by the exercise of
dominion and control over the property of LAHC by the Rehabilitatoror
the Rehabilitator’s conduct of the business and affairs of LAHC.

IT 1S FURTHER ORDERED, ADJUDGED AND DECREED that any and all
individuals and entities shall be and hereby are permanently enjoined from instituting and/or
taking further action in any suits, proceedings, and seizures against LAHC, the Commissioner in
his capacity as rehabilitator of LAHC, the Receiver, and any affiliates, subsidiaries, insurers, its
officers, directors, employees, managers, trustees, agents, adjustors, accountants, actuaries,
atforneys, contractors, consultants, third party administrators, subsidiaries, affiliates, or
representatives of same, to prevent any preference, judgment, seizure, levy, attachment, or lien
being rendered against LAHC, its estate and assets, and/or its members, subscribers, enrollees,
and policyholders, the Commissioner in his capacity as rehabilitator and/or liguidator, the

Receiver, any affiliates, subsidiaries, insurers, its officers, directors, employeés, managers,
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trustees, agents, adjustors, accountants, actuaries, attorneys, contractors, consultants, third party
administrators of same, and the making of any levy against LAHC, its property or assets.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that, except with the
concutrence of the Rehabilitator or until further written order of this Court, all sui'ts,_ proceedings,
and seizures against LAHC and/or its respective members/enrollees/subscribers shall be and
hereby are stayed.in order to-prevent the obtaining of any preference, judgment, seizure, levy, or
lien, and to preserve the property and assets of LAHC, including, but not limited to, suits and
proceedings and all litigation where:

a) LAHC is-a party;

b) A member, subscriber, enrollee; policyholder or any other person who is named
as a party to the litigation claims insurance coverage under any policy of
insurance, subscriber agreement or certificate of coverage issued or assumed by
LAHC,

c) The litigation involves or may involve the adjudication of liability or determines
any possible rights or obligations of any member, subscriber, enrollee,
policyholder or person.as to any insurance policy, subscriber agreement, or
certificate of coverage issued or assumed by LAHC, or determines any possible.
future liability of LAHC with regard to any insurance policy, subscriber
agreement or certificate of coverage issued or assumed by LAHC;

d) LAHC would otherwise be obligated to provide a defense to any party in any
court pursuant to any policy of insurance, subscriber agreement, or certificate of
coverage issued or assumed by LAHC,

€) The ownership, operations, management and/or control of LAHC is at issue; and

£ Any party is seeking to create, perfect or enforce any preference, judgment,
attachment, lien or levy against LAHC or its assets or against any member,
subscriber, enrollee and/or policyholder of LAHC.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that any action in any suit
or proceeding against the Commissioner in his capacity as Rehabilitator of LAHC, the Receiver,
and/or the Attorney General of the State of Louisiana in his capacity as attomey for the
Commissioner in his capacity as rchabilitator of LAHC, and their representatives, agents,
employées, or attorneys, when acting in accordance with this Order and/or as Rehabilitator,
Receiver, or Deputy Receiver of LAHC are barred,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that there shall be no
Hability on. the part of, and that no cause of action of any nature shall exist against the
Commissioner in his capacity as Commissioner or Rehabilitator and/or regulator of LAHC, the

Receiver and/or the Attorney Géneral of the State of Louisiana in his capacity as attorney for the

Commissioner as Commissioner and/or regulator of LAHC, and/or their assistants,
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representatives, agents, employees, or attorneys, for any action taken by them when acting in
accordance with the orders of this Court and/or in the performarice of their power and duties as
Rehabilitator, Receiver, Commissioner and/or regulator of LAHC,

IT IS FURTHER ‘ORDERED, ADJUDGED AND DECREED that all participating and
non-participating providers of LAHC shall be and hereby are permanently enj oined from seeking
to collect and/or collecting any amounts claimed as payment for servicés rendered to LAHC, its
enrollees, members, subscribers, and policyholders from any said enrollee, member, policyholder
and/or subscriber of LAHC, except for amounts that are member obligations as defined in the
member agreement, including, but not limited to, co-payments, deductibles, and co-insurance,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that any and all
individuals and entities shall be and hereby are permanently enjoined from interfering with these
proceedings, or with the Rehabilitator’s possession and control; from interfering with the
conduct of the business of LAHC by the Rehabilitator; from wasting the assets of LAHC, and
from obtaining preferences, judgments, attachments or other like liens or the making of any levy
against LAHC or its property and assets while in the possession and control of the Rehabilitator.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that all premiums and all
other debts and payables due to LAHC shall be paid to the Rehabilitator,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitatorshall
be and hereby is permitted to notify every holder of a certificate of coverage, subscriber
- agreement, or contract of insurance issued by LAHC and every known provider and other
creditor of LAHC of the order of rehabilitation and injunction entered heréin within forty-five
(45) days of the date of this order, notwithstandirig the provisions of La, 22:2011.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that all contracts between
LAHC and any and all persons or entities providing services to LAHC and its policyholders,
members, subscribers and enrollees shall remain in full force and effect unless canceled by the
Receiver, until further order of this Court.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Commissioner be
and hereby is granted all legal and equitable relief as may be necessary to fulfill his duties as
Rehabilitator and for such other relief as the nature ’of_ the case and the interests of LAHC"S
members, enrollees, subscribers, policyholders, providers and other creditors, or the public, may

require, including but not limited to the Receiver’s appointment and authorization to prosecute
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all action which may exist on behaI‘f of LAHC members, subscribers, enrollees, policyholders, or
creditors against any existing or former officer, director or employee of LAHC or any other
person.
IT IS FURTHER ORDERED, ADJUDGED AND.DECREED that the Commissioner be
and hereby is granted all legal and eguitable relief as may be necessary to fulfill his duties as
Commissioner and for such other relief as the nature of the case and the interests of LAHC’s
members, enrollees, subscribers, policyholders, providers and other creditors, or the publie, may
require.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that Matthew Stewart,

Norrie Falgoust, Jimmy Henry, and Rudy Babin be and hereby are appointed as Process Servers

for service of all process and further pleadings on LAHC:

ICHAE( CHARLES GUY, ESQ, (#‘254%
Assistant Attorney General
P.O, Box 94005
Baton Rouge; LA 70904
(225) 326-6400
Attorneys for JAMES J. DONELON,
Commissioner of Insurance for the State of Louisiana
as Rehabilitator of Louisiana Health Cooperative, inc,
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NINETEENTH JUDICIAL DISTRICT COURT
PARISH OF EAST BATON ROUGE
STATE OF LOUISIANA

NUMBER: 641 928 SECTION: 26

JAMES J. DONELON _
COMMISSIONER OF INSURANCE FOR THE STATE OF LOUISIANA

VERSUS

LOUISIANA HEALTH COOPERATIVE, INC.

FILED:

DEPUTY CLERK

VERIFICATION

STATE OF LOUISIANA
COUNTY/PARISH OF EAST BATON ROUGE

BEFORE ME, the undersigned authority, duly commissioned and qualified within and for

the State and Parish aforesaid personally came and appeared:
CAROLINE BROCK
a person known by me, Notary Public, to be a competent major, who, after first being duly
sworn by me, did depose and say:
That she is the Deputy Commissioner of Financial Solvency for the Louisiana Department

of Insurance and is familiar with Louisiana Health Cooperative, Inc.

That she has read the foregoing Consent Permanent Order for Rehabilltation and

CAROLINE BROCK o
DEPUTY COMMISSIONER OF FINANCIAL SOLVENCY

FOR THE LOUISIANA DEPARTMENT OF INSURANCE

[

Sworn to and subscribed before me,
Notary, thisZ /9 day of ‘5:53"7“5.\/\49 (2, 2015,

[A

PUBL!C C
B § Rol! Number: S L(D . CERTIFIED TRU
RUEAND
WA KT G VQ ) TRU
TG 5V S5 ) (Vs ~ BV ETE N CORRECT COPY

EasfBaton Rougs Pafish
Deputy Clerk of Court
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JAMES J. DONELCON, COMMISSIONER
-OF INSURANGE FOR THE STATE OF -
LOUISIANA, IN HIS CAPACITY AS:
REHABILITATOR OF LOUISIANA
HEALTH COOPERATIVE; INC.

wal aa e

versis
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TERRY 8. SHILLING, GEORCE G.
CROMER, WARNER L. THOMAS, IV,
WILLIAM A. OLIVER, CHARLES D.
CALVI, PATRICK C. POWERS,; CGl
TECHNOLOGIES AND SOLUTIONS,
INC., GROUP RESOQURCES
INCORPORATED; BEAM PARTNERS,
LL.C, AND TRAVELERS CASUALTY
AND SURETY COMPANY OF
AMERICA 5 STATE OF LOUISIANA

-

*

-k

PARISH OF EAST BATON ROUGE

PRI E O T R

AND JURY DEMAND.

NOW INTO COURT, through undersigned -counsel, comes James J. Donelon,
‘Commissioner of Insurance for'the State of Louisiaria in hisicapacity as Rehabilitator of Lowisiana
Health Caopetative, Inc., through his duly apgdihted'ﬁ#p:;’iwz—,--ﬁiﬂfB‘sﬁsﬁék,,-W}i:b?-:.l‘@s?wfﬁﬂly;
Iepreseits:
JURISDICTION AND VENUE
1, |
'rhzs Court hasjutisdiction over this &ispute involving Lc;msiana Health Cooperative, Inc,,
(“LA&E") a Lmusiana Nonprofit Cc:pomiwn that holds a health mraintenance orgamzatxon.
(éEﬂVIG”) hcensa from theLouisiana. I}cpartmem: QfInsu:ance, 1% domiciled, orgamzed and doing

’5?7- <-~)

ﬁusmkss in: tﬁez‘ State. of Louisiana, and maintains its home office in’ Lomsmna

=2 L
g'f f s .

-
B

wwi L

i
i

Thid Court has jurisdiction over all of the fuinted Defendants bécause cach of them has
transacted business or pravided services in. Louisiana, Has caused -damages i1 Lovisiana, and’

because each of them is obligated to.or holding assets of Loisiana Health Cooperative; In¢,

EXH.
“E!I




3,

Venue is proper in this Court pursuant {0 the provision of the Lotisiana Insurance Code,
including La, R.§. 221257, which dictates-tﬁatfiﬁgi Nineteenth Tudicial '}Ifi:sﬁict,'Cow'tjiasrex_cj;hmige
jurisdietion over this proceeding and La: R.8. 22:2004, which. pfoﬁﬂeﬁs for :»zénue.'l;niﬂlis Conitt and:
Parish, as well as other provisions of Louisiand law.

PARTIES:
4,
Plaintiff
‘The Plaintiff herein is James J. Donslon; Commissioner of Tnsitance for the. State of
télﬁsiéxxa iri his capacity as Rehabilitator of Louisiana Heaiih,=-C0cpa‘_raiivei,:j_lrica,-{t{hxou‘gh“hjs duly
appo_'inted Receiver,; Billy Bostick {“Plaintiff™),
5

Louisiana Health Cooperative, Ine. (“LAHC) §s a Nonprofit Corporation incorporated in
Louisiaria on or abobt September 12, 2011, LAHC was organized in 2011 as'a q;ua'ﬁﬁéa--nonpmﬁt :
health insurer under Seétion 501 (;5(29)' of the Interaal Revenue Code, Section 1322 of the Patient:
Protection and Affordable Care ..Act of 2010, the Lounisfand Ndiiprcﬁt -“-Gotﬁor&fibr;flaw’,_ and
Louisiana Insurance Law,

6
. A Petition for Rehabilitation of LAHC was ﬁled-iﬁ:fthe., 1o IDC;'?aﬁ'sh:d’f’ii‘ést;B’ati_}n'
- Rouge, on September 1, 2015; on September }',.2(31*{5,&,‘:1.&&@1" of Rehabilitation -Was;ant'erﬁﬁ, and
on:September 21 ,_2’011‘"5,111{3 Order of Rﬁhabi'ii.'taﬁen wasmade pémﬁngn{aﬁd_gp]'mﬁ! LAHC into.
rehabilitation and undeér thie direction and conitrol of the Commissionér of Tnsurance for the State.
of Lotisiany as Rehabilitator, and Billy Bostick a5 the duly appointed Recéiver of LAHC.

Plaintiff has-the withority and power to take adtmn 25+ deermied. necessary o reliabilitate’
LAHC Plaintiff may pursue ;,a_II-lcgal-.rcnxeﬁiés*:gvéilablé' to LAHC, whire tortious eonduet or
breach of any contractual or fiduciary obligation deteimental to LAHC By é;ly.'pér"sﬁﬁ..ﬁt‘éﬁﬁtfﬁaﬁ
‘been discovered, that cabsed damages to LAHC, its members, pelisyhioldets, -claimants, an&f&__f:

creditors,



‘Defendants.

Nained Defendants hérein are the following:

D&ODefendants

a.  TERRY 8. SHILLING (“Shilling®); s {idividiial of fhe ill ags of majotity
domiciled in the State of Georgia, Shilling Was the Chief Execuh%ﬂﬁcer, Prcsldﬁniandﬂzmctm
of LAHC, from 2017 unitil approximately 2013, |

b, GEORGE G. CROMER (“Cromer”), i individual of the il ags of majority
domiciled in the ‘S'tafe,-'pf Louisiana: ermer-- ‘Was the Chief Bxecutive Officer of LAHC after
Shilling, from 2013 until approximately August 2015.

& WARNERL.THOMAS, IV (“Thomas);arindividual of the fll age of msjority
domiciled in the State of Louisiana. Thomas wds a *ﬁi-fecror of LAHC ;_f;pgf 2011 il
_app_roximaieiy=lanuaxy-2(}1{4;

d  WILLIAM A. OLIVER (“Oliver”), an individual of thé-full agé. of waajority
domiciled in the State of Louisiana, Oliver was s Diector of LAHC from 2011 r-';hr;agghj 3015.

e. CHARLES D. CALVI (“Calyi?), an .md_ifvjiduai; of the full age’ of majority
‘doniciled iri the State of Louisiana. Calvi was the Bxecutive Vice President and Marketing Officer
of LA,HC from 2014 mtil approximately August?.ﬂl 5

£ PATRICK C. POWERS (“Powers"); an individual of the Fill age of majority
domiciled in the State of Louisiana. Powers was the Chief Finanoidl Officsr and Treasurer of
LAHC from 2014 until approximately Apri{ 20185

10..

TPA Defendants

‘& CGI TECHNOLOGIES AND SOLUTIONS, ING. (“CGI%); & foréign
corporation believed to be domiciled in Del'éwa:d 'with;itsprinci;bai 3_51_ac‘e _c’rf"!imsinés'sgip ergzma
‘Eroin approximately March 2013 to-approximiately May 2014, CGI served as the Third Party
Administrator of LAHC:: .G,GI?_comract_cd_ with and did work for LAHC ini Loyisidta,

b GROUP RESOURCES. INCORPORATED (f*’cimf);,; & foreign corporation.

believed. to-be domiciled it Georgia “with its. principal ‘place: of business in Georgia, - From:



approximately May 2014 to approximately May 2016, GRI served as the Th:rd Party
Admninistrator of LAHC. GRI contracted with dnd did work for LAHC in Louisiana.
11

- Begam I"artners;,};};{::g

a. =BEM’I_PARTNER$-,.LLC {f‘.Beat_ﬁ Partners™), a‘:'ferjc'igii-cq;pﬁrat_iim beligved to
be domiciled in Georgia with its principal place of biisiness in Georgia. From prior to LAHC?S -
‘incorporation in 2011 through approximately mid<201%, Beani Partners developed snd managed
LAHC. Beam Partness contracted with and did work for LAHC in Louisians,

2,
Instrey Defendant

2. TRAVELERS CASUALTY AND SURETY COMPANY OF AMERICA
(“Trayelers™), a foreign insurer,. doing: business. i the: .Stat_é .;of Lotisiana and ‘siibject to-the
regulatory authority 6fthe Louisiana Departnient of In§trance, who {ssued an,apphcablc policy or
policies to LAHC that provide coverage forcialms aaséﬂéi__i;hérein;

DEFINED TERMS
13.. | |

-As used herein; @h&folldwing terms -ar_:faefﬁnjeéi:gsffanowg:s _

1. “D&O Defendants™ shall referto and ﬁ;éaﬂ’thosé-'ﬁiiéctors‘éhﬁ officers of LAHC
named as defendants herein, specifically: Terry 8. Shilling; George G. Cromier, Wamer L. Thomas,
v ,'Will_i’am;&. Oliver, Charles D. Calvi, a;nd. Patrick C: 'PéxaVars;

2 "ﬁIPA,_.Défén&anfs” shall refer to. and mesin those thied party f#ﬂmi_:ﬁs"t:atgr& hired.
by LAHC to oversee, manage, and  ttherwise operate LAMC named as defendants }fx'emixi‘,__
specifically: CGI Technologies and Solutions, Iic, and Group Resources Teorporated.

3 “Insurer Defendant?-"'-sﬁﬁli refer to and mean those msuranca cﬂmpames na.med
therein which provide insurance coverage for any 'df'fﬂé‘.'(_:léﬁn‘s- asserted herein' by LAHC against’
any of. the: defendarits naﬁled. herein, including: Travelers C‘ésu'altyg-gnd Surety -iC,pmpany _-@f ‘
Amr:ﬁcag:(“"r ravelers”). |

4. “LDOL" shialf refer 1o and mean the Lq&isi'anﬁ_Dépagumit?ﬁfﬁxsprapce.

5. "‘CMS”';SBQH referto the U8, Department of Health, and 'ﬁmaﬁ.:seﬁices; Centers

for-Medicare & Medicaid Services.-



FACTUAL BACKGROUND.
14

The Patient Protection and” Affordable Care At (;:‘ACA{');.:estabﬁsheﬁ health insurance.
exchanges (commonly-called iﬁfmarketplaces’-’-) to allow individuals:and small ‘.Bu_s.in,esscs ‘o:shop
for. health insurange in all states across the nation. To expand the muber of available health
insurance plans available in the-marketplaces, the ACA: established thie Consumer Operated and
Oriented Plan (“CO-0OP™ program. The ACA ﬁmfg'héxﬁ*&irééfedimé,sec;‘rej{a'zyfbf Hcalth and Human |
Services to loan money to the CO-OP's created in vach state. Beginning on January 1 s 2614, each
CO-OP was allowed to offer health insurance through the newly"min_taa marketplices for its.
respective state. . A total of 23.CO-OP’s ché:‘éreated.{éﬁ{f‘ﬁiﬁﬁqdras‘-éflénuary:'1,-52"91'2_;;3 State:
regulators, like the Louvisiana ]jépartment of Insurance (“LDOI™), have the primary oversight of
CO-OP’s as health insurance issuers, |

5,

In Louisiana, the CO-OP created and fonided pursuiasit to flie ACA was Louisiana Health.
Cooperative, Inc. (“LAHC™), a Louisiana anproﬁf'ﬁﬁprpcraﬂbﬁ that holds a health maintenance
-_:oxganizaﬁon (“HMO”) license: from the LDOL "I_ilco'x;jgtatéﬁ:' 2011, ,mﬁg.- eventually applied.
for. 1id received loans from the U.S; Departmentn“f}leal%h andHuman Services, Centers for-
Medicare and Medicaid Services (“CMS”) totaling more ﬂ;gn:.ssi,_m*iiiinng$p¢giﬁgai1y,.gc‘g-ar_aing_
to the 2012 Loan Agreemenit withi LAHC, the Louisiana CO-OP was-awatded'a ;é’fa‘;'t%xipf Loanof
$12,426,560, and a Solvency Loan of $52,614,100, P;_mstm_t’mathé_Acﬁglgﬁééée.ﬁgans,;wm.t&be,.
awarded only to entities that demonstrated a high pr.éﬁaiiﬁﬂity -‘inﬁecoﬁiii;g- ﬁnancxaﬂywabie All
CO-OP lgans. must be repaid with interest. 'LAHC's Statbtp Loan miist bé tepaid m‘:'ﬁl‘g}fgr';thﬁn
five (5), years from disbursement; and LAHCs Solvency Loan ﬁnstiﬁc,rgpaid' 1o later than fiftesn:
(15) years from disbursement. |

18,

From the start, because of the gross negligence of the Defendants named hefeini, LAHC
failed miserably. Before ever offeting a policy tothepublie; LAHC lost approximately $8 million -
i 2013, While projecting a modest loss of about $1.9.million in 2014 i its.loan application to
CMS, LAHC detually Jost about $20 million. in ifs first year in business, And althiough LAHC
projected fuming a modest profit of about $1,7 millionin 2015, it actually lost-mofe than $54.

roillion by the end of that year.
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17.

Not only did LAHC lose a tremendous amount of Toney, but, from'its tnception; LAHC
was unable to process and manage the eligibility; snrollment; and- cl!aims‘handliﬁ_g aspects of the
HMO competently. Almost every aspect of LAHC s 'eﬁgibiﬁty; enroliment, and claims handlmg
pro¢ess was deficient, tesul tirig innumerous 1—11115&1"{3 claims, wntimely paid claims, and errorieously
paid ¢laims.

18,

By July 2015, only eighteen months after it starmdmsmng pﬁﬁé’ie’g;"l,ﬁﬂc decided o 'étcip,
doing business. The LDOT placed LAFIC in rehabilitation'in Septeriber 2015, and a Receiver;
Bﬂly Bostick, wis appointed by this Court to také-control 6F the failed Louisiana’ CO-OP

19,

The various parties ‘who-created, déﬁéli;:ﬁed; and ‘managed LAHG ey the Defendants:
named herein) completely failed to meet their respective obligations to the subscribers, providers,
and ereditots of this Lovisiana HMO, Fro the beginaing oFits existetice; LAHC was completely
ill-equipped fo service the needs ofits sﬁbscﬁbem._(i?.e;,_,ifs-ménib_ers' { péli”cyhﬁlt’iérsj,ﬁ:‘heal'thc‘ara-
providers who provided medical. sérvices ta its mﬁrnhérs;’andﬁm vendors who di:di'hﬁéiné&' with
LAHC. As described in detail herein, the conduct of the Defendants farned. hierein We.n‘tway“
beyond simple negligence, For instance, when the LDOI took over the operations of LAHC, the

CO-0P hada backiog of approximately 50,000 claims that had n:ot been processed. Because of
Deféndant’s gross negligence, as of December:31; 2015, LAHC had -Ios__t-:i,nbre than $82 million,
20.
As set forth herein, Défendanfs-are lizbleto Plamﬁﬁ‘ for all compenisatory darnages caused

by.their actionable conduct.
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CAUSES OF ACTION

. CountOne: Breach of Fidutiary Duty
(Against the D&O Defendaunts and Insurer Defendanty

AR
Plaintiff repeats .and.-.;e_'aile_ges_- each and every allegation setforth in the foregoing:
- patagraphs as if fully set forth herei. |
2 |
The D&O Defendants oved LAHC, its meiibers; and its treditors; fidudtary duties of
loyalty, including the exercise of oversight as pleaded herein; due .-c‘are,'aaiﬁ"ﬂie dutyto-actin good.
faith and in the best interest of LAHC. The D&O Defendants stand in 4 fidciary relattontoLAHC
’_and its members and creditors and must discharge their fiduciary duties in good faith, and with
that diligence, caré, juﬁgrriesn_t; and ‘skill which t_ﬁ_e;:drgii_itaﬁlﬁ*};imdgﬁtﬁ&ﬁﬁ would exercise under
similar ¢iréumstances.in tike position. | |
23..
At all times.‘when LAHC was insolvent and/or in the 26ne4-_ﬁdf"finsaivéﬁcy;. the DO
Defendants owed these fiduciary. duties to the creditors nfLAHC as well, -
24
The ‘conduct of the: D&O Defendants of LAHC, as pled herein, went beyond: simple
negii gence. The conduct of fe D&O Défmcl_ahtg;dbxi;ﬁtufe;s;Tg'rb'_ssiugg'li"'g_f;ﬁct;_'é_ﬂ‘dfinr_"._s‘f.;mé cases,
willful miscondiiet: Trv othet words; the D&0 Defendants fid not simply dct negligently in-the
management and supervision of and their dk:alii‘a_g_s, with LAHC, but thie D&O Defendants acted
grossly negli gendy;-:incompetenﬂy i_n miany instances, and deliberately, in other inistances, all ina
mannet that damaged LAHC, its members, prawders 4nd ereditors.
2.
The D&OD efandanté kriew or should have kifown thiat Bearn Partnérs was_-unquﬁﬁ'ﬁed-jand ‘
-u;isx_aite_&‘ ta develop and marage LAHC. |
| 26, _
The D&O Defendants knew or should Have knowni that GRT was ‘unquahﬁedand unsuited .
ta develop and manage LAHC,
2,
The failire of the D&O" Deferdints o selett s cotmpetent TPA; negotiate an acceptable

contract with GRI, and anage and overses Bearn Partriers, CGI, and GRI's-canduct, constitutes



gross :_negtigenca,tm; the: part of the D&O Defendants: that caused LAHC b hire -other vendors

and/or additional employees, in effect, to cither do work arid/or fix work that should have .;bggn,

competently done by Beam Partners; CGL, and/or GRI, tesulting in trémendous additional and

annecessary expenses and inefficiencies to LAHCWhmh played a significant rofe’in LAHC's

failure.

The D& Deferdants breathed thmrﬁducmybbhgﬁuons irv thie following, non-exclusive,

ways;

N

,Paymg excessive salaries to LAHC cxecutwes in relatma to:the poot,. madequate, oF;
non-gxistent services: reudemd by therit to LAHC ad/or ont 1ts"beha!f

Paying. excessive bonuses to LAHC, execifivegin relation to the panr, mdaquate -or
non-eXistent services rende:s by Themta LAHC and!ox ohits hehalfs.

Grossly' madcquate- oversight of CAHC ﬁperanens;

‘Grossly fradequate ovms;ght of contyscls with utside vendors, mcludmg GGT and
GRI;

‘Lack of regularly scheduled and theaningful | meetxhgs of the. Board of Ducctors and:
‘management; the few board meetings that taok place {one in 2012; foux 20 13 six:
in 2014; and one in 2015), generally Jasted about an hour;

‘Gross negligence in hiring key mdnagerient and executives ~with limited or

inadequate health insurance experience;’

Gross failure to protect the personal health inforrdation of: subscnbers, unapthorized

dxsclnsure of subscribers’ personal health mformatwn, for: e:‘{am;:de, in Fcbrum:y

2014 an incorrect setting within LAHC’s document productwn system cauged 154
member. 1D cards to be erroneously distributed;

Gross failure to issue ID cards to members acctrately and timely;

- Gross failure to pay claims tmely (if atall);

- Gross faihure to bill premiums accurately and timely;

Gross failure to properly calculate mémber-duf-of-pocket responsibilities ‘rcsultmg in
members being over-billed for their: pornoﬁ of services rﬂndered by prowders '

Gross failiire to cpllect premim ;iaym’ﬂnfs‘?ﬁméiy’(lffat all);-

Gross failure fo process. and record: fne effective. dates of pohcles acCurately or

-consistently;

Gross failure to process 'aﬁdf record the tetmination: de_ites;qf ;gioiicie'i-;' aceurately:or
consistently;

Gross failure to process 'iﬁvuicaé;siér'téﬁﬁ? 4nd fimely;
Gross faihire to determine and x’ep_o_ft_ gﬁgiﬁiiiﬁﬁ'of ﬁiém}je'fstfacbura{ely;

Gmss failure to have in place and/or to; mplemmt a ﬁnancxal pohcy or procedure 10

verify check egxstar expenditures;



bb.

ge.

dd.

ge.

Gross failure to have'in place and/or to implefnent x- finatisial ‘policy-orprocedureto
‘verify ¢redit card expenditures; for example, inor arounid October to November 2013,
a VP of IT Operations at LAHC, Larry Butler; misused his LAHE eredit card by
incurring more than $35,000 in charges, the vast majority of ‘which were personsl

~ BXpEnses, on a corporate account with lmits of $5,000;

Graoss failure:to have in place anid/or to implement a ﬁnanmﬂﬁpohcy or procedurg o
verify sponsor invoices;

‘Gross failure to have in place aud/er to implenent pohcxes and procedures regarding
operational, financial, and compliance areas (such as background checks, corrective
action pia.ns ‘procurément, contract-anagement, and financial managemenf) before
engaging in meanmgﬁal work and offering insurance coverage fo the public;

- Grogs failure to understand, mglememt, and ‘enforee the- applicable “grac& penod” '

pertaining 1o subscribers as per the' ACA and Louisiana Law, La. R.8.22:1260.31,
el seq:;

Gross failire to record and report LAHCs claims reserves (IBNR) accurately;,
Gross failure to report and appoint agents and brokers;

Gross failure to record and report the lével 'of care. pmwded 16 LAHC members _

.enrollees, and subscribers accurateiy,

As of March' 2014, LAHC describéd ifs own systein to process: enrollment, ehgsbﬁxty, :

and ¢laims handling as a “broken™ progess;

Grossly ncghgent to choose GRI1o replace CGl; went from the” ﬁrymg ‘phn nifo the -
fire; GRI was unqualified, ill- eqmppcd and unableto service the needs.of LAHC, its-
members, prewders, and creditors;:

‘Erroneously terminating coverage for Tully subsidized éﬁﬁ'ﬁcﬁﬁéﬁ;- ;

Failing to provide notice'to providers mgaréimg membet terminations and lapses-due -
10 ncn«pa};‘meni of premiurms;

Failing to provide notice (definguency letters) to. subscribers prior to fépminating.
COVErige;

Failing to faintain an Information Tz‘:chnolagy etivitontrient with adequate controls

~and risk miti gat: on to protect the data, processes, and integrity of LAHC data;

Failing to collect binder payments; on-nme,

Failing toterminate members when binder payments weré hotreceived;

'}faj}ingto,co_r:ec,_t_-‘ambig’uiﬁés!iii‘fthe-ﬂllfcﬁnﬁahf(}i);

Failing to select qualified vendors
Failingto select qualified management;
They knew or shiould have knowa; priorto the piblic rollout of LAHC in. Jarmdry

2014, that LAHC would not be .a viable HMO, and yet they. progeeded fo offer
policies end services fo the public and members knomnv that LAHC wonld fhil;

. They. caused: and/or allowed. LAHC to mxsrgpresent the, ﬁnanmal condition and

viability of LAHC to. the LDOI, ‘the federal. govemment, its menber, its creditors,
and the public, thereby atlowing. LAHC to: remam in operation uch longer that thcy



should and would otherwise ‘have, adcimg adcimenal members and: meumng
additional ‘claims and deb‘t

. They kaowingly paid excessive saiancs, professional service fees afd ccsnsuinng-
fees, as alleged herein, without reveiving appmpnat& valte fo: LAH.C '

mm. They failed fo implenient internal controls that wouid Have yrevented:the 2ross waste
and damages Sustained by LAHC as & result of their groes neghgcnce\, :

n, They concealed LAHCs ‘true. fmanczal condition and msoivensy and artificially
prolonged LAHC s corporate life beyond msolvency all to’the detriment of LAHG;.
its mi¢mbers, zmd its creditors;

00, They grossly mismanaged LAHC's affaus, :

pp:  They grossly féjleﬁ o exercise’ uvermght o supetvise LAHC’S ﬁnanc:al affalrs,
qq. They failedto opgrategLAHC_i'ti‘afiféa;qﬁj&blyepiﬁdent manuer '

. ‘They failed in their duty 0. operate I::AHC in - compliance with the: laws and
regulations applicable to them; and

§s.  Other acts'of gross ‘I'ﬁl_'%‘gli‘ggnce as may :E;é':l_éfiérnﬁiécaveréd.‘-
29,

The D&O Defendants also breached their fiduciiry duty 6f loyalty, dué Gare, and good
faith by allowin -8 if not fostering, individuals with conflictsof inféf&sftd mﬂuence, i g;gﬁt control,
LAHC, all to the defriment of LAHC, its membets; providess, and ereditozs. |

30. |

Becavse of the grossly negligent conduct.of the D&O Deferidants, LAHC was W_cd'ef;ﬁi‘ﬁ?
nol prepared to foiits rell-olit 1o the pub,lib on January 1, 2014 |

By approximately March 2014, just thres (3) rioxiths after its {ll-advised roll-ovt; the D&O
Defendants compounded an already Baa situation by 'deciding to replace CGI with GRI as TPA.
At this point; the D&O Defendants: should have either exercised: appropiiate oversight and:
managément to reform CGI's grossly inadeguate ‘perfornidnce, or the D&ODefendants should’
‘have terminated the ‘Agreemenit with. CGI and faund aisuitable TPA, or the DO Defendants.
should have ceased operations altogether. ‘Instead, the D&O Defendarits made mettess worse by
hiring & TPA that was even less-qualified and legs prepared than CGI fm‘thejob GRI.

32
To further damage the struggling LAHC,mapproxxmately mid-2014, tHe DO Déféndaﬁts g

-decided fo switch healtheate providet networks from Verity Healthnet, LLC (“Verity”) to Primary

10



Healthcare Systems (“PHCS™). Once again, the D&O Bcfendants somduct consntutes gross
ncghgence that further dama ged LAHC its.members; providers, and credlmrs
33..
The D&Q Defendarits, in breaching both their duty of loyalty and dutyof,care showed a.
consciousdi sregard for the best interests of LAFC, its members, providers and creditors.
34
As adirect and proximate result of the gross negligence and forogoing failuies ofthe D&O
Defendants to perform their fiduciary- obligations, LAHC, its membess, its providers and ifs
creditars bave sustained substanfial, compensable damages for which ﬂan&O Defendants and -
the Insurer Defendant are Kable, and for wﬁﬂh_?ﬁii’fiﬁﬁ?is‘q&ﬁtiﬂé& to recaver in this'action.
35,
The compensable damages vaused by the D&Q Deféndants’ grossly negligent condict, i
notwillful conduet, include, but are not Hmited ta:

& datriages in the form of ail losses sustamed by LAHC from’ ;ts mceptzon e e, they
‘should. have never started LAHC in the fitst place};

|:2 dammages in the form of lost profits (i.e;, the amount LAHC would have sarned, if
any, but for their canduct),

c.  -damages i the form of excessive’ ‘10sses (i€, the difference between the amaunt
LAHC would have lost, if. any; and the amouht LAHC did lose, becavse of their
conduct);

d.  -damages in the form of deepening mso]vency (1.8, the damiages. caused by their-
dedision to prolong the corporate mstf:ncé of LAIH.‘J beyend insolvency);’

& - damages.in-the form of all legitimate debts owed to creditors of LAHC, including:
‘but not limited to those unpard debfs: GWc& o health care prﬁwders who delivered
services to members of LAHC; any. debts owed to members of LAHC that were not-
‘paid, and the debt owed to CMS (both principel and interest) as a result of LAHC’S
gross neghgence as pled herein;

f, dlsgorgemant of all -extessive salanes, bontises, profits, beneﬁts and other
‘compensation ineppropriately obtained by therr;-

g. -damages~in the form of all ‘excessive admnustrahve cpemtmnal and/or -
management expensas, including;

i- Ustimely payment of member: artagpfn:i_xﬁiaer ﬁiaims;

i, iﬁcoﬁeﬁt payment of member and provider claims;,

iit.. Iricreased interest Expﬁhsé;éi&&tb‘iﬁé&}iﬁ;ééﬁ and/or unﬁmﬂyﬁlaiﬁa‘s pay;r;ents:
iv..Ineressed expenses due to incoriect aiid/or -'uhﬁrqulyxéléimsfpayinents;;ﬁ

v.  Tntorrectand/or untimely payment of agent/broker cothmiissions:

i Inaccurate and/ot :untimely';naﬂejgﬁanf_ﬁf premium due for health ¢overage:

s



vil. Increased expenses for serviees fro LAHCvendors cther than the lhlrd party:
_admmlslrator,

viik., Increaséd expenses for provider Hetworks and medi cal‘-se;’:vibas;

ix. Lossof money due to LAHC from the Cr:met for Medmat:: and Medicaid
Semces ("CMS") for risk. aajushnents,

%.  Fines incurred for failuce mhavaaghmsfbraket‘s pmpe_ﬂy appointed; and.

xi: [Inabjlity to repay the millions of dollars loaned to- LAHC by the. Federal
governmient:

all costs and disburserents of this action; including all compensable litigation.
expenses. h

The Insurer Defendant is liable fo the Plaintiffjointly, severally-and insolido with the D&O.

Defenidants to the extent of the limits of its respective: palicies of ingtirarice, for the following

reasons:
=4

'i‘ravele:rs Casualty and - Surety ‘Corpany, Q‘f America issiied a an&t& ‘Company-
Directors and Officers Liability Insurance Policy-to LAHC, with policy limits, upon.
mfozmatmn and behéf of $3 Q{](},ﬂﬁﬂ 005 Whmh polmy wis m fu,ﬂ ferce and eﬂ’ect at

or all of the cla:ms asserted herem by Plamtxff

Travelers Casualty snd Surety Company of .é!unerma issued a.Managed: Care Efvors -

and Omissions Liability Insurance Policy to LAHC, with policy limifs, ipon

information and belief, of $3,000,000:00, which policy was ire fisll force and effect at

all refevant times and provided insurance coverage to the D&O Defendants for some
-or all 6 the claims asserted herein by PRt

. Count Two: Breach of Contract '
(Aguinst the TPA Defendunts and Beam Partners)

37

Plaintiff repeats and realleges each and every allegation set forth Sicthe foregoing

paragraphs as if fully set forth herein.

i

38.

On or ebout February 15, 2013, LAHCanﬂ COl entered into an ﬁgjcilﬁihis&éﬁvﬁ"fSéfﬁces:

Agreement (“Agtesmenty whereby CGL agreed o pérforin. certain adifiiniistrative. and:

management services fo LAHCm ex"c}:aqge for'esifain monetary cotnpetisation ay ;gef fqrth in:

the Agreement. A true and correct copy.of the Agreement antl all exhibitsis gitached hereto and

incorporated herein by referénce as "Exhibit 1,"



39.
Under.the terms of the Agreement, CGI :éprésm}t;;ﬁ;an& 'warranté&,--’fnzgrsqu’q,, that
"CGL gﬁ_rsonn_e‘l whe perform thé services wunder thg—:.;?;gkzeamemishan ‘have ;_th’ef-_appiq;;)_;iatc.
training, ficensure and or certification 1o perform each task. assigned to fhem” and that “CGl
will make a good faith effort to maintain consistent staffperforming thc:-=_delggat¢dﬁi"funcﬁc':.n_s.’-’
forLAHC:
40
Under the terms of the Agreement, CGLwas, among other things, ;_db‘ligétﬁﬁ tof
. Function as a Third Party Administrator for LAHC;
b.. Acaurately process and pay claims: for covered services: provided ‘to TAHE s
members by partzmpatmg pmwdez's :according to paymenf terms rcgardmg _
timeliness and the rates and amounts - sef forth in LAHCS ?arnmpatmg_

Provider-Agreements..

e Accurately process and-pay claims for overed services provided. to TAHC's
meibers by providers; '

d, Competéntly perform-all ‘of those: tasks set forth In the Agreement, mchjdmg

Z.Exhlbxt 2 ﬂxert:to such as paymg c‘ialms, adjudicating claims, determining

”””” ‘clean and uncléan dlaims, collecting .

'and proccssmg all encounter d;ita transmmmg denial notifications to members:

and providers, tzausmmmg all required notices, trackmg and repc:j:tmg its

performance, tracking, reporting and reconeiling all records regarding dedustibles

and benefit accumulators, monitoting all clanns, suhzmttmg all claims; tracking,

reporting, and paying all interest on late paid claims, coordinating; the payment.

and processing of all claims and EOBs; and developing - and implementing: a
functional coding system; and

X2 Cormipetently- perform all of those task expected and required of‘ a. Th;rd Party
Administration, whether specified in the Agreement or-not.

'CGI breached ity obligations and warranties set forth. in the Agreement i g_‘;g‘tpsﬂs_ly
negligent manner, all in the following, non-exclusive ways:
4. Failed 10 pay claims at the proper contract rates. and Amouits, (hug resulnng in
an O\rerpayment of claims;

b. Failed to accurately and properly ‘prgccs._é, t_ﬁg:t:ﬁoll_me:nt :Sggmenté'— and. fajled. to-
 tiniely recomeile enrollment segménts)

‘e;  Pailed 1o provide proper notice to providers regarding nember tesminations and
lapses due to non-payment of thxrﬁgms';_ ;

d. Failed to provide propér notice (delmquency !erterq) 5o subseribeérs pricr to
texminating coverage; and.

e, Othéracts of gross negligence a5 may be 'iatéi:f‘_,di's.'czayerqd;

13



42.

As of Mareh 2014, just three (3) monthis aftet its xall-out, LAHC deseribed the system:
designed and implemented by CGI to process enrclithent, eligibility; and claims haﬂ_’d}i.ng,ﬂ asa
“broken” process. Indeed; the conduct of CGI, asﬁe‘sﬁfiﬁég{.ﬁ&einqiﬁ-- detail, gaes '\iieilfﬁbéyonﬁa
simple negligence; almost every facet of the systeny -ﬁeﬁgnéé and implemented by €61 s e third:
party administrator of LAHC was 2 failuce. CGP's conduet, ds désoribed hereln in detall,
constitutes gross ng‘:gligmce.

43,

CGI's breaches of its warranties and obligatioiis iﬁr{‘ihe._Agraemant‘h_ave diréctly cavsed

LAHC to incur substantial, compensatory damages which are tecoverable by P;a;‘hﬁffﬂﬁ&re_i_:‘ag;,
44,

GRI was not qualified to render ﬁxe'sérviées-as.aQ.fBi‘;d pa_ny-_a&trﬁ:ii’straibf?((‘ﬁ‘ﬁk’)jﬂiﬁt
LAHC needed fo be successful. Rather than aéaihmaik-ihgbn 4 job that waS"oiinéiaa of its
capabilifies, GRI wrongly agréecf to replace CGI _zind.séﬁe:.és’fPA*for LAHC GRI’S decision
to s_e_n?t'asiLAHC’s TPA. c’ons;itﬁtes- gross pegligence, if niot a conscious .di'srégar'd;_fox_i_'tha best
interests of LAHC,; its members, providers, and creditors. But for GRl"S'AQO'ssnggi?gérliCQ; most:
of LAHC’S substantial, compensatory -damages_-woﬁld’ Bave been avoided |

45,

in or aboul 501}’ 2014, LAHC and GRI ex’fgéféﬁ% inte an Administiative Services.
Afreement whéieby GRl agreed to perform certsin gdmiﬂi‘s&ﬁﬁv&;ﬁnﬁ ‘management services to
LAHC in exchange for ‘certein monetary compensation: s et i'erth in the Admirﬁsi:canve
Services Agreement, The Administrative Services Agreemenit had anveffective date of July 1,
2014. The Administrative Services A"gre'emeﬁt was aimended both i September 20 14-and.
December 2014, A tri’:_c.'and*wn_e;ct'cogy;'ofi'thcs-édtniﬁi%ﬁﬁﬁvc»Scrviccsf'ﬁgreemént aitd. all
amentments and exhibits are collectively referted {6 a8 the' ?‘_Aigrcgmanx"‘ zr;d.’,a_fafaﬁé;h@ld;hﬁre;o;
:-ii'i"é}_urparated Herein by referénce and designated as “Exchibsit 2,7

46
Undet the terns of the Agreement, CGI represented and warr‘a’nted}l'f'ﬁ}_ifﬁ"ﬁm'pmnhél'

who perform or provide the Delegated Services specified services under this Agréérient shall

14



possess the appropridte anthorization, Heense; bond' and cerfificates; -end are’ full and

gaipgi"t‘g.;jriiafé} ytrained; to properly perform the tasks aﬁﬁsifg‘-ﬁe;ﬁ_gt‘b thern.

A7,

Under the terms of the Agreement, GRI'was, dmong cther things, oblgated to:

a,.

Accurately process: and .pay ‘claims for overed -services provided to LAHC' -

members. by participating . providers accordmg to. payment - terms: tegarding

fivieliness and the rates and amounis set fortli in LAHC's: Patttcjpaﬁna‘ Provider:
Agregiiierits.

Aceurately proces:: and. pay claims for covered setvices provided to LﬁHC‘
menibers by providers;

Competently perfotm all of those tasks se¢ forlh in the Agreement; including Exhibit’
A-1.thereto, such as paying: ¢laims; afﬁndma‘nng claims; &etermmmg coyered:
services, identifying and processing elean and unclean éla:ms ‘ebllecting and
pr ucessmg, all encounter data, trafsmitting denial notificatiosis: to- members 4nd

providers;. transmutmg allirequired notices, trachg and-reporting ifs psrformance,
tracking, reporting and reconciting all rs‘fcards regarding dedudtibles and benefit
accumulators, monitoring all claims, submxtt;ng all claims, tracking,; xeportmg, and-
paying all interest on late paid clajns, coordinafing the payinent and processing of
all claims.and EOBs, and developing and 1mplemanhng 4 fimctional codmg system;
and

Competently perform all of thest: task wexpected and required ‘of & Third Party

‘Administration, whether spac*xﬁed IHhE, ,P;greement or tipt,

48,

‘GRI bredched its obligations and warranties set fofth in the. Agreemerit in & grossly

negli gent manner, all in the following, non-exclusive ways:

a.

GRI faxled 1o mieet most, if not ll, of the perfoimante stindards mandated by the
Services Agreementof July 1, 0 14

GRI'was ungualified, il-equipped, and-unable to service. the needs 6f LAHC, its
member, providers, and creditors;

GRI knéw or should have known that it was ungualified to- semce the niseds of
LaHC;

Pursuant to' GRl’s Service Agreersent, GRI was responsxble foi' gritical ProCesses
that are typically: covered by stch a hedlth insurance administrative seryice
provider. conitracts, including the receipt and prod:assmﬂ of mémber: premium
payments the caléulation and payment of broker commissions; and the process of
managing calls into AHC; :

GRI wholly failed to :pmvide: sifficient and adequately trained “petsonnel to-
perform the services GRIagreed to perform iinder the Agréeement;

Pailed o process and pay cléims on a tiniely basis, resuilting in interest payment

alone i excess 6f $600,000.00;

Failed to pay ¢laims at the propet contract ratés and amounts; thus resulting in an

overpayment of claims;

Failed {6 accutately and properly process érirollment ’s;egmm;ts -and faz};:d to timely
‘reconcile enroliment segments;

1s



bb.

ool

dd.

ce.

hi

it

Erran eously:term i'n'a{ed-coverage’.;fbr,,ﬁilfiy subsidized subseribers (S0 Invoices)s

Failed to provide proper notice 1o pmwdcrs tégarding member termindtiods and;

‘lapses due to non-payment of premiums;

TFailed to fimely process enrollnient interface (ANSI 834) from CMSE

Failed ta accurately process eﬁ_rd}l'méﬁfffﬁtérﬁiﬁe’(:AN’S‘I? _5834§$,.jffq§1§. CMS, :

Failed to pass CMS data edits for GMS Briollifient Reconciliation Process;

Stubm itted inaceurate data'to the GMS‘L%;};ﬂf.mpﬁmentﬁecbxiéiiiﬁti’dg}?racg"s’s dausing

Lrroneous terminations;

‘Failed to pass CMS. data edits for Em‘ollmem 'I‘crmmanorxg & Canicellations.
Interface (ANST 834) to CMS;

Failed to:pass CMS data edits for E&gé'f";er?éj:t-Eﬁrﬂllm'ant»:ﬁubﬂﬁgsié.ﬁé fo CMS:,

Faﬂed touse standard co ding for ﬂmstratmg nondeffacmateﬂ members (using years:
1915 and 1900 4s vermination year);

Failed 10 provide: proper notice {(delingueiicy letters)- tq subscribets prior. to-

terminating coverdpe;

Failed to invoice subscribers accurately when APTC changed;

Eaiie‘&"to invoice’ s’&bscﬁberslfbrmvimxs}j* unpaid amouits {rmbalance forward);
Failed to.cancel meémbers for non=payment of binder paffmeﬁ'tﬁl |

Failed to cancel niembers. afi‘;ar’.pagsﬁza;émg:}_}'m"exﬁ;_

‘Failed to administer member berefits (maxxmtm Qﬁt—ufsp’géké‘is ‘exceeded); -

Failed to-pay interest oi claims to %ijaﬁﬁerﬁ; .

Failed to pay claims within the contractial Himefames;

Failedto adjust clatms afier rettoactive disenrollments;

Failure to examine claims foi potential subrogation:

Failed to maintain adequate custorer service staffing and call ceritertechnology;
Failed to process APTC changes from CMS within an apprapriate timeframe;

Failed to capturc:all claims diagnoses data from providers;

Failed to pass CMS data edits for Bdge Server claiins subiissions fo CMS;.

Failed to load the 1,817 ¢laims from the 4/29/16 and §/2/16 chieck runs-ontd the-
EDGE :Sa"w’er;‘

Incorrectly calculated claim adjustodents, espemaliy as 1t periaing to 8’ subscriber’s
maxitoim out-of-pocket limit;,

Paid claims for members that niever-effectuated;

‘Failed to protect the personal ‘healtlunfotmation of subseribers;

1
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42

Fajled to issve 1D cards ta. mﬁmbsrs acpyrately and tintely and ‘without effective
dates;

Failed to have in placeand/or to’ impleienta financial pohcy or procedare to verify
credlt card expenditures;,

Failed to understand, implerment, and -enfotce the apphca'ble “gxace period”
pertammg 10. subscnbers as per the ACA and: Lmustana Law, L4, RS, 22 1266.31,

Failed to record and report LAHC's claiméreserves (TBNR) aceurately;

Failed to rjep‘o:t and appoint agents and brokers:appropriately;

' Failed 10 record and report the level of care provided to LAHGC members, am‘allees

and subscribers acctrately; and.

Failed to maintain an Information 'I‘e‘clmmngy environmient with adequare controls:
and risk mitigation to protect the data;’ ‘processes; and mtegniy of LAHC data.

49:

According 1o the Agreement, GRI was obligated to pay clajoas ‘within the time frame

required by applicable lavwy; and if claims were gaiﬁ"ﬁnﬁi}nﬁ}? '-b;%cau'ée';qfi-SRI?;fs_ mnduct, GRL
“shall be responsible for paying any reqpi‘iféd interest pénally to'Providers” Because of GRS
gms}j_::mgligenceggn-&' non-performance of 1tscanﬁ*etct1fa1 "Q:‘ai_ig_aﬁréns i,c)‘v_*}e_fd‘ toLAHC,numerous
claims were peid late and significant intesest penalliés WerE inourred and paid by LAHC. GRT

isobligated to pay all such interest penalties..

50;

GRI's g:os$_ negligence and breaches:of its warranties and obligations in the -f_ﬁigpeé"ﬁiefnt.

have directly caused LAHC to incur substantial, corpensdtory damages which arezecoverable

by Plaintiff herein,

Beam Parfriers

51..

Beam Partners was not-qualified to render the. sé:t:ﬁfcééf:aé amanagér and developer add/or.
third party ad:rﬁiﬁiStratar -’{'}‘TPA*;?) that the start-up, LAHC,ne@dcd to besgccessfnt Rathcrﬂmn
decling taking on: ajob that was outside :ofﬁts.‘dapabili’ﬁas_;}iéamfmﬁm wrongly grchiestrated
and agreed to manzage, develop, and serveas TPAferLAHC fromits inteption. . Beam Partner’s
deciston to manage, develop, and effectively serve as LAHC's TPA ¢onstihites JEI?GS_.S;B@E%EECHCE;-
if notia conscious distegard for the best interests.of LAHC,its memibers, _ﬁfovidbrg and ereditors.
Biit for _’Beaﬁﬁ's}gr:o_ss‘_negl'igenca, all of LAHC s substantial, _tmmpgn_Satary‘ damages woild have

-been avoided.

17



52

Given that numerous individuals th eithier pwhied, managed ant/or - worked for. Beam
Parmers, including Terry Shilling, Alan Bayhiam, Mark Gentry, Jim McHaney, Deborak Sidener,
Yim Krainz, Jirn Pittman, Michael Hartnett, Eric LéMatbre; Etosia MoGee, wzjianar{ifehfa@ Datla
Coates, were also involved with and managed LAHC from the beginning as cifﬁca‘fs‘,,ﬂir#etars;md
employees of LAHC, for all intents and purposes, Bearn Partners was closely related to and acted
as LAHC.

53.

From approximately ‘September 2012 through May 2014, LAHC paid more than $3.7

million in-the form of consulting fees, perfornianée fogs, arid exp&nsés'ia_BéaﬁJ. Partners.
34,

LAHC and Beam Partriers, LLC enteted into 2’ Management aﬁdﬁ‘Deﬁéidpmen_t ‘Agreement
w&aaraby Beam Partners agreed 1o perform certainmandgerment, administrative, and devélopmental
serviges for LAHC in exchange for certairt mqne‘iaqé-co,répe.ﬁs,aﬁ'cn 45 set forth in the Mé:'xégeme;n’f
and Development Agréemest. Warner Thomas, 2§ Chair of the Board of Ditectors of LAHC,
signed this Management and Development Agreement on October 3',--.20“1*2?;? iﬁi‘;}:}r",Siﬁﬁiag'j-sigﬁed
the; Management and D‘eveiopm‘éht Agreement qn‘baﬁa}f.p‘fBeémParmé_rs, LLC, with an efféctive
date of August 28, 2012. At thiis time, Tery Shilling was simultaneously the IntermeEO of
LAHC and a member and owner of Beam Partners;. Thi's’&gr_semar;tvv?as amended at Teast twice,

- A true and correct of the Management gnd_DbVé!me‘aﬁ,tﬁg:aéméhg all Ex}ﬁbltsthere‘to (with the.
exception of Exhibit 2, “Performance Objectives for Services”™; Which:isrn:iayauaﬁig;.m#n&rjnent :
1, and Armendment 2), is attached Herety wid incorporated by reference a “Exi:iinit‘ﬁ_;?:’ '

55,

According 1o the témns of the Agreement, Bearn Partners agreed. to: provide “services
‘essential to the formation of ihe Cb;’;p&rat_ive and its a)jr_;?lic"aﬁon::-'fdr"C.éiOP:Tprégramf {oans;™
including training all directors, securing the requisite ficensure from LDOI, developing a network
-of providers. for LAHC, recruiting. and vetting cavididates for positions -at LAHC, creating:
‘processes, systerms, and foris. for the operation o‘fLAHC, and '-'idéﬁﬁﬁfixi‘g, ;ﬁ'::‘gé?g’faﬁn‘g_ﬁa'}it}-

eseauting adhi’__i‘xﬁstrat;iva services for ﬂie,_gparaﬂpn- of LAHC,

18.



In short, Beam Partriers agreed to trans'fo'zifri -ﬁé-statt«ﬁb LAHC into afm_l};cfgaﬁizeﬁ, well-

funded, and well-run HMO priot to January 1, 2014, the soll-out date of LAHC to thy public.

Beam Partners uttetly failed'to meet its contractual obligations-owed to LAHC, and breached its

obligations and warranties set forth in the Agreement fna grossly negligent manver, all in the

fellowing, non-exclusive ways:

a..

Failing to identify; select, and rétain-qualified third ‘party. contidotors for. LAHC
in¢loding but not fimited to CGL andicr GRE

Failing to train all directors of LAHC regrditig how to manage such an HMO,
Failing to.develop a network of providers for LAHC;

‘Failing to recruit and adequately vet a*pﬁrépi"ié.té c,andit{aies'ifér;pﬁsiﬁons arLAHC;

Failing to create adequate and/or ﬁmcﬁenmg processes, systems,. and forms for the

operation of LAHC;

Failing to to identify, negofiate, and execute adequata and/or ﬁmctmnmg
‘administrative services for the operation.of LANC:

Failing fo report and prov:da LAHC with complete, accurate; and detailed records of

its performance of all services provided to LAHC;.

Failing to adequately disclose corfifet of m%msts rcgardmg Bear: Pariners anﬁ

LAHC to any regulatory authonty,

Failiig t¢ provide suffieient and adequateiy trained personnel ta perfortn the se’nfzccs

Beam Partners agreed to perform under the Agreement; and. -

In general, by completely failing to have LAHCiready and ab‘ia tomeet its: obilganons

‘to-the: public, members, providers, and eredﬂnrs ‘on-or before: thc foll-out. date of

January 1, 2014

57.

The numerous failures of Bean Partners to perform its ‘pbligations -owed ‘o LAHC

«constitute gross. negligence, if not a conscivus disregard for the-best interests of LAHC, its

mietrbers, providers, and creditors.

58,

Tothe exteént that Beam Partﬁers_,;ﬁade..ﬂig,-égg‘,_isiﬁﬁ'feo‘fkee’p;usihg{!;?ﬁlias.ﬂ?ﬁ ﬁh,ﬁl"}'it was -

too late, Beam Partners is grossly negligent in that it knew or:should have known that' CGLwas

wiqualified to ~éerve;,.as TPA..

19
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59.

To the extent that Beant Partoers madé the degision to replace CGI with GRI s TPA, Beam
Partners is grossly negligent in that it knew ‘or should have known that ‘GRI'was ungualified to-
sérve as TPA. |

60

To the extent that Beam Partners made the decison to terminate the Viesity contract, Beam
Partriers 15 grossly neghi gent in that it knew or should have knowsn' ihat;--fgmﬁﬁaﬁﬁg‘-m'é% Vemy
contract would be a siibstantial factor in causing LAHC to fncur \dditional, Yinnecessary expense
and, wifimately, to collapse.

6L

Beam ‘Péﬂngrs’. gross negligence and breaches of its warranties and- obligations 4n’ the
Agreement have dircotly caused LAHC to' incur substantial, compensatory. damages which are:
recoverable by Plaintiff herein,

‘Count Three: Gross Negligence and Negligence:
{Against the TPA Defendants and Beam Fartoers)-

- 62,
Plaintiff repeats and realleges each dnd wvery allegation set forth in the foregoing
paragtaphs.as if fiflly set forth hevein. |
63
CGI, GRI, and Beam Partriers each had 4 duty. 'fqﬁnéut&'thgt ifs;.persgmélwlm performed
‘services for LAHC were adequately and appropriately trained, licensed, and certified to-perform
‘the services and functions delégated by LAHC (6 eachaf them:
64, .
CGl, GRI, and Beam Partners each had a ‘duty to acourately process and pay, claims on
LAHC!s behalf in & tithely manner at the correct rates gnd amounts..
G5.
'CGI, GRI, and Beam Partners each had a duty to pecform their obligations ih & reasonable;
cbm;‘:etent, and professional manner:
66:.
CGL-GRI, and Beam Partners each breached their duties 'in_hthag-:,it._xieg]ig‘fgnﬂy failed to
cause LAHC 10 aceuratély process and pay health insurance claims 1i1i‘-a"titnei'}*'mma§sai the -

cortéct rates and amounts;:

2



67.

CGI, GRI, and Beani Partnets each breachied theit dities i '--iﬁ"é}&‘-thg:ji*{iiejglig_gnﬂy and.
wholly fatled to perform their obligations in‘a mzrson_aﬁie;_ competent; and prﬁfesﬁfb’nal manner

CGI,,"'GRT; and Beant Pariners each were grossly néﬁli'gerit’ iﬁ:’flﬁi'at‘tﬁe'y watitonly failed to.
provide a sufficient nurriber of adequately ﬁéﬁnaé personnel who had sufficient knowledge of the
system program utilized by LAHC to process an&_ﬁ%iy:hﬁal"{h- ihsﬂran.t'zg claims at the Cotréct rates
and ‘amounts in complete and réckless disregard thhcngh“ts of LAHC, its:members, providﬁré,
and creditors.

| 8.

CGI, GRI, and Beam Partners each were grossly negligent in thet they wantonly failed to
cause LAHC to ‘accurately process and' pay health ifisurance claims’ in‘a tiiely matiner-at the
correst Health insurance tates and amounts in c:ﬂmpleteand reckléss disregard of the rights of
LAHC, its members, providers, and creditors.

69:

As adirectiand proximate resolt of GG, GRPS, nd Beani Partriers’ ;neguggﬂcm gross
*negli_genée,:LAHG has incurred substantial, compéaéa’ia‘;ﬁ?j‘démégeé; which a:e:-reéésféﬁéﬁle-ﬁerein'
by .'Pis;'intiff.h

FJURY DEMAND
0,

Plaintiff is entitled to and hereby demands-a trial by jury on all rrigble issues.

{REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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PRAYER FOR RELIEF'

‘WHEREFORE, Flaintiff; James J. Doneldn, Conimissioner of Insurance for the State of
Louisiana in his capacity as Rehabilitator of Louisiana Health Cobperative, Inc,; through his duly
appointed Receiver, Billy Bostick, prays and demands that the Defendants tianied hetein, Terry S.
Shilling, George G. Cromer, Wamer L, Thomas, TV, William A, Oliver, Charles D. Calvi, Patrick
C. Powers, CG1 Techniologies and Solutions, In., Gtoup Resources Incotporated, Beam Partners,
LLG and Travelers Casulty and Surety Company of Americ, be cited to appear and ansywer, and
that wpori a final hearing of the cause, judgient be éntered against Defendants and in favor of
Plaintiff for all compenisable damages in an st seasonable n the premises, inclufing

a, All compensatory damages allowed by a_pphcable law: catsed by Defendants’
actionable-conduct;

b. therecovery from Defendants of all administrative costs incurred as a résult of the:
necessary rehabilitation and/or liquidation proceedings;

¢. -all fees, expenses, dnd compensation ofany kind 'pé;_id by LAHC 1633 the. D&Q
Defendants, Beam Partners, CGl, and GRT;

d.. aniyand all equitable relief to 'which Plainﬁﬁ‘inay'_ajjp’earpﬁdpﬁﬁriy"eﬁtitled;i

e. all recoverable costs and Itigation expenses incurred herein;

f: all judicial iriterest;

g. any-andall equitable relief to- which Plaintiff may appear properly enfitled; and

b all futther relief to which Plaintiff may appear entitled.

B Deputy Cletk -
Geriifled True and Cormrett: Copy
| ;;»2!1" -

?’_.Depuly Giark o

PLEASE WITHHOLD

SERVICE AT THIS TIME

_3 E. Cu}lcner TA La Bme#zSDlI

. Edwarfi 1. Waltérs Ji., La. Bar #13214
Darrel J. Pap:lhan, La. Bar#23243
David Abboud Thomas, La, Bar #22701 .

Jeimifer Wise Morou, La. Bar#31368
WALTERS, PAPILLION,
THOMAS, GULLENS, LLC

12345 Perking Road, Bldg One

Baton Rouge; LA 70810

Phione:(225) 2363636

Facsimile; (325) 236-3650
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JAMES J. DONELON, COMMISSIONER * SUITNO.. 651,069 SECTION: 22,
OF INSURANCE FOR THE STATEOF ¢ | "
LOUISIANA, IN HIS CAPACITY AS

REHABILITATOR OF LOUISIANA

HEALTH COOPERATIVE, INC.
versus : 19™JUDICIAL DISTRICT COURT
TERRY §. SHILLING, GEORGE G. .

CROMER, WARNER L. THOMAS, IV, -
WILLIAM A.-OLIVER, CHARLESD. &

CALVI, PATRICK C. POWERS, CGI . S
TECHNOLOGIES AND'SOLUTIONS, ¢  ‘PARISHOF EAST BATON ROUGE
INC., GROUP RESOURCES R |
INCORPORATED, BEAM PARTNERS,

LLC, MILLIMAN, INC,, BUCK '

CONSULTANTS, LLC. AND :

TRAVELERS CASUALTY AND o

SURETY COMPANY OF AMERICA ¢ - ‘STATEOF LOUISIANA

FIRST SUPPLEMENTAL, AMENDING AND RESTATED PETITION. FOR DAMAGES-
AND. REQUEST FOR JURY TRIAL

NOW' INTO COURT, through undersigned counsel, comes James J. Donelon,
Comimissioner of Insurance for the State of Louisiana in his-capacity as Rebabilitator of Louisiana
Health Cooperative, Inc., through his duly appointed Rfec_:ﬁvai:, Bﬂly Bostick, who, respectfully
requests that this FIRST SUPPLEMENTAL, AMENDING AND RESTATED PETITION FOR
DAMAGES AND REQUEST FOR JURY TRIAL be filed herein and sefved upon 2il named
Defendants; and respectfully represents:

1.
That the caption of this matter be amended to read as follows:.

JAMES J. DONELON, COMMISSIONER. ¢+ SUIT NO.: 651,069 SECTION: 22
OF INSURANCE FOR THE STATEOF  : i

LOUISIANA, INHIS CAPACITY AS.

REHABILITATOR OF LOUISIANA

HEALTH COOPERATIVE, INC.

vetsus i {9™TUDICIAL DISTRICT COURT

TERRY.S. SHILLING, GEORGE G.
CROMER, WARNER L. THOMAS, IV,
WILLIAM A. OLIVER, CHARLES D, &
CALVL PATRICK C. POWERS, CGI @ o L
TECHNOLOGIES AND SOLUTIONS, & “PARISH OF EAST BATON ROUGE.
INC., GROUP RESOURCES : .

INCORPORATED, BEAM PARTNERS, *

LEC, MILLIMAN, INC,, BUCK

CONSULTANTS, LLC. 'AND )

TRAVELERS CASUALTY AND __ |
SURETY COMPANY OF AMERICA - . + STATE OF LOUISIANA

EXH.
IIFII




JURISDICTION AND VENUE
2.

This Court has jurisdiction over this"disp’u’féfnv.éi-i#ing'LQuisiana Health Cooperative, Inc:,
(“LAHC™) & Louisiana Nonprofit Corporaﬁbn that holds a health maiiitenance 6rganization
,(_“HMO_’")] licénse from the Lotisiana Department of Insurance, is domiciled, ._orgaxiikﬁc'i_éndﬁo'ing
business in the State-of Louisiana; and maintains-its home f.ofﬁ'cc,in Louisiana. .

3.

This Court has jurisdiction over-all of the named Defendants becausé each of thern has
transacted businiess or provided services in Louisjane, has caused damdges in Louistana, and
because each of them is obligated to of holding assets of Louisiania Health Cooperative; Inc.

" Venue is proper _ih_ this. Court pursuant to the provision of the Louisiana Insurance "em_iﬁe,_
including La. R.8.22:257, which dictates that the Nihg:‘t_eenth- Judicial District Court has éxclusive
jurisdiction over this proceeding and La. R.8. 22:2004, which provides for venue in this Court:and

......

Parish, as well as other provisions of Louisiara law:
PARTIES
3.
Plaintiff
The Plaintiff herein is James J. Donelon; Commissionet of ‘Insurance for the Stafe of
Louisiana in his capacity as Rehabilitator of Louisiana Health Cooperative, Inc., through his'duly-
appointed Receiver, Billy Bostick (“Plaintiff*).
iR
Louisiana Health Coopérative, Inc. ’(“LAHC?f)-i"s_-.wa NQﬂprc;ﬁf.iijpora,tim incorporated in
Louisiana on'or about September 12, 2011, LAHC was orgatized in 2011 ‘asaqualified nonprofit
health insurer tinder Section S01{c)(29) of the Intemnal -Reve'nuef(;oda,-_Sect_ic;y 1372 of the Patient
Protection and Affordable Cars- Act of 201-§,- the Loa_ifi'siéna Nonprofit Corporanon Law, and
Louisiana Insurance Law.
7.
A ‘Petition for Rehabilitation of LAHC was filed in the 19% JDC, Parish.of East Baton
Rouge, on September 1,2015;0n September 1,2015; ah Order of Rehabilitation was entered; and.

on September 21, 2015, this Otder of Rehabilitation wasliiﬁ‘ada,?eﬁnanﬁnt.andi placed LAHC into



reh’abiliﬁﬁ(m and under the direction and control of the Commissioner of Insurance for the State
of Louisiana as Rehabilitator, and Rilly Bostick as the duly appointed Receiver of LAHC.
: . :

Plaintiff has the authority and power to fake action as deemed necessary. ta :zéhab'ilita't_e..
LAHC, Plaintiff may pursue all legal remedies available-fa LAHC, Where tortious conduct or
breach of any contractual or fiduciary obligation detvimental to LAHC by @ny person of eritity has
been discovered, ‘that caused damages 0 LAHC, its members, 'pb.licyhol_,ders,- claimants, and/or.
creditors.

9.
Defendants.
Natned Defendants herein are the fol_iowiﬁg:

100

D&O Defendants

a.  TERRY S. SHILLING (“Shilling”); an individual of the full age of majority
domiciled in the State of Georgia, Shilling was the Chief Executive Officer, President and Director-
of LAHC, from 2011 uritil approximately 2013.

b, GEORGE G, CROMER (*Cromer”), an individual of the full age of mejority
domiciled in the State of Louisiana: Cromer ‘was the Chief Executive Officer of LAHC after
Shilling, from 2013 until approximately August 2015,

¢ WARNERL.THOMAS,IV ;(?s;r;l-omasﬂ),_@iﬁdiﬁdnal of the full ageof majority
domiciled in the State of Louisiana. ‘Thomas was a Director of LAHC from 2011 until
approximately January 2014,

d.  WILLIAM A. OLIVER (“Oliver”), an individual of the full agﬁ-'af'fhaj.bdty-
domiciled in the State‘of Louisiana. Oliver was a Director of LAHC from 2011 through 2015,

e CHARLES ‘D. CALVI (“Calvi®), an individual of the: full age of majority-
domiciled in the State of Louisiana, Calvi was the Exec_ut‘i\_re-'ﬁiﬁge?rés’i__c’i.an’t’ang:i‘Maﬂ;e‘ting Officer:
of LAHC from 2014 until approximately August 2015.

£ PATRICK C, POWERS (“Poweérs”), an individual of the full age of majority
who is currently, upon information and belief, domiciled in the State of Tennessee. Powers was:

the Chief Financtal Officer and Treasurer of LAHC. from 2014 uritil approxiniately April 2015,



11,

TPA Defendants

a. CGI 'TEC!IN’OLOGII%S’. AND SDi:WQNS,. INC. -(‘-‘CGP—?)_,-:- a. foreign.
corporation believed to be domiciled in Delaware with its“;principal_'._pleice of business in Virginia.
From approximately’ March 20 13 1o approximately 'Mayi‘-2014, -CGI' served as _ﬂie Third Party
Administrator of LAHC. CGT contracted with and did work for LAHC in Louisiana.

'b.  GROUP RESOURCES INCORPORATED t*‘f;;m”),.g foreigs corporation
believed fo be domiciled in:Georgia with.its principal place .of business in Georgia. . ‘From.
approximately May 2014 to_approximately May 2016, GRI served as the Third’ Party
Administrator of LAHC, ‘GRI contracted with and did work for LAHC in Louisianz,

12
Beam Partners, LLC

a.  BEAMPARTNERS, LLC (“Beam Partners”), a foreign corporation believed to
be domiciled in Georgia with its principal place of business in Georgia. From prior 1o LAHC’s
incorporation in 2011 through apprcx'imatcly:iﬁia»«m 14, BeamParmers ﬂéveibpcd and managed
LAHC. Beam Partners contractea_ with-and did-work for LAHC in Louisiana.

13.

Actuary Defendaunts
2 MILLIMAN, INC. (“Milliman®), a foreigh corporation believed to be domiciled
in Washington with its, principal place of business in Washington: ;‘Er'om;’appr'bxifﬁat.e‘iy August
2011 to March 2014, Milliman provided professional actuarial services to LAHC..

b.  BUCK CQNSULTA’_NTS, LLC-'(“_Buék”j', a forei?’gn corporation: believed to. be
domiciled in Déiawarﬁ withits: principal place of business in New York. From. -apfj;nximatcly
March 2014 .throu'gh'JuIy 2013, Buck provided professional aﬁtﬁﬁrial setvices fo LAHC,

14,
Insurer -I)efen dant-

a.  TRAVELERS CASUALTY AND SURETY COMPANY OF AMERICA
(“Travelers”), a foreign insurer; doing business in the State-of Louisiana farid" subject to the
tegilatory -_amho-z;jty Qf the-Lovisiana Department of Insurance, ﬁ.fhp-iss'ued-an.',‘appii%:a’ﬁlé-po_ﬁcy or

policies to LAHC that provide coverage for claims asserted herein.



DEFINED TE_R_I\&S
15.

-As used herein, the following terms are .'dgﬁneﬂ as follows>

1. “D&Q_})e’fendanté’:’ shall refer to and mean those directors and officers of LAHC
named as Defendarits  herein, 'spéc,iﬁcaﬁ'}r_:kTarry '-'S;:_/Shi}iing;, George: G. Cromer, Warner L.
Thomas; IV, William A. Oliver, Charles D. Calvi, and Patrick C. Powers..

2. “TPA Defendants” shall refer to and ,ﬁiean‘.thosa third party administrators hired -
by LAHC to oversee, Imanage, ;aﬁdqathamise: opﬁrat¢~<'LAHC ramed 45 fDefcridgn_tsl-Héréin,- .
specifically: CGI Technologies and Solutions, Ine. gnd Group Resources Incorporated. -

3. "‘I't}sure;:_néfen'&ant?’ ‘shall refer to and mean -th'osé ‘insurance’ compatiies named
herein Wh_iéh provide insutance coverage for any of the claims-;ass_éﬁegl;fh’er’em byLAHC against .
any .of the Defendants named hercin, including: ‘Travelers Casualty and Surety Company of
America (“Tr_avglf;rsf”); |

4, “Actuary Defendants” shall refer tb"arsd meat those actuaries jiiiigd‘.;ﬁy"'L;AHCfid_-
perform actuarial services for LAHC and named as Defendants herein,- sﬂgediﬁﬁal‘ly:_* -?Mil:!_.im'an_,
Inc. (*Milliman) and Buck Consulting, Ine, “Buck™)..

5. “LDY" shall refer to and mean the Louisiaria Department 'o_fjins‘uraﬁce.

6. “CMS" shall refer to the U.S, Depattmert of Health and Human. Services, Centers

for Medicare & Medicaid Setvices.

[THE REMAINDER OF THIS PAGE INTENTIONALLY LEFT BEANK]



FACTUAL BACKGROUND
16.

The Patient Protection and Affordable- Care Act (“ACA”™) established health insurance
exchanges (commonly called “mistketplaces”) to allow ifdividuals and small bisinéssesto stiop
for health insurance in all states across-the nation. To expand the nuimber of available health
insurance plans available in -the;_marketpl'ades, the ACA'establi_éhgd the Consumer. Gpetatgd".and
“ Oriented Plan (“CO-OP”) program, The ACA further directed the Secretary of Health and Huriian.
Services to [oan monéy to :'thc_CO.‘iQP ’s‘create”.d i each state. EBég_m'riiri’g on Januéry T, 2014, eachr
CO-OP ‘was allowed 16 offér health insurance. through the -ne’wlymiﬁied maxk'éiplacés. for its-
respective stafe. A total of 23 CO-OP’s were created and Rinded as of Januaty 1, 2014. State
regulators, like the Loﬂisiang‘De}jm‘tmem_of Insura;nce‘(f;‘Lﬁ}I*’),'-haye the primary oversight of CO-
OP*s as health insurance issuers.

17

Tn Louisiana, the. CO-OP created and funded pursuant to the ACA was Louisiana Health
Coopetative, Inc: (\LAHC™), 2 Louisiana Nonprofit Co_rp_é'r_ationjihat hclas’ a hiealth maintenznce:
organization (“HMQO”) license from the LD il_{ncorporatcdii_n 2011, LAHC eventually applied for
and received ‘_Ioa'ns_f;om-ihe.U.‘SxD'epamnent bf}'{eai't'_h and Human Séfviiﬁe’s_,ffieiit'eﬂrs': for Medicare
-and Medicaid Services (“CMS™) tata]irig.umore'-‘thén ‘S‘G'S,million., Specifically, according to the
2012 Loan Agreement with LAHC, th'c,.Lduis'iana CO-OP was awarded a: Start-up: Loan -of
$12,426,560; and a Solvency Loan of $52,614,100. Pursuant to'the ACA, these i}baﬁs'waé to'be
awarded only to entities that demonstrated a high probability of becoming ﬁuanciaiiy'?i'ab'le,_ All
CO-0OP loans must be repaid with:interest. LAHC’s Start-up, Loan must be repaid no later 'thén
five (5) years from disbursement; and LAHC’s Solvency Loan must be repaid no later than ﬂﬁéﬁ'ﬁ.
{15) years from disbursement,

18.

Fromi the start, because of the gross negligence of the D'efénﬁaﬁts-nalﬁge&lfﬁéiféiﬂ, LAZE—IC :
failed miserably. Before ever offering a policy to the public; LAHC io_'strappfdxijna%eiy= 58 willion
in 2013, While projecting-a modest loss of about $1.9 million ih 2014 in its loan application to
CMS, LAHC sctually lost about $20 million in its first year in business. And althiough LAHC.
projected tummg a miodest profit of about $1.7 million in'2015, it Actually Jost more than $54

million by the erid of that year.



19:.

The zctuaries hired by LAHC to deterriine ‘the CO-0OP's. féasi_bil"iiy;,assgss its. ﬁ;ndmg |
‘needs, and set the prémiufn‘r‘ates—- to be charged by LAHC in'.th_h},Z_O 14 .arji,d_f‘-z_(}'-l_‘jf,.:Bfeached'; théi;f
respective duties owed to LAHC, The actuartes hiréd by LAHC grossly underestimated the level
of expenses that LAHC would incur, :made-érmnegus‘ assumptions: regarding LAHC's relative -
position in the marketplace, and grossty misunderstood or miscaleulated how the risk adjustment-
component of the ACA would impact LAHC. Rather than LAHC -either receiving a risk
adjustment payment or LAHC not being assessed any s_ucli risk adjustment payment at él_l; ?s- the
-actuaries '“ermne.ou_sl'y predicted, in aéi:ual_i_ty,_LAHC i'ncurrad 'signiﬁ¢ant tigk ad)ustmentpayments .
in both 2014.and 201 5. These failures of the ajctﬁariés who _fser\ffed"’LAIﬁIC;Werje a significant factor
in causing LAHCs ultimate collapse. |

20.

Not only did LAHC lose a tremendous amount'of money, but, frony its inception, LAHC
was unable fo.process and manage the eligibility, enrollment, and ¢laims handling aspects of the
:ﬁMG competently.. Almost every aspect of LAHC's eligibility, em'_bflll'men‘_t:,g_aﬂd‘ciéims;_hand]iqg'
process was deficient, resuiting in nurierous unpaid ¢laims, 'uniifn'ezlsi paid ci;;’imé,_ and erroneously
said claims.

2l

By ‘fit;i}* 2015, only eighteen months after it siarted.is'suing‘.polici-es, LAHC decided to stop- -
doing business. The LDI placed LAHC in rehabilitation in September 2015, dnd a Receiver, Billy -
_E'ns;ti;ck; was appoinited by this Court to take control of the failed Louisiana :_:(3:‘0:015‘

22,

The various patties who created; developed, _m_anagcd,’-éﬁd waorked for'LAHC (i.e.; the:
Defendants named hérein) completely failed to meet their respective obligations to the subseribers,
providers, and creditors of this Louisiana HMO. From the beginting of its existence, LAHC was
completely {ll-equipped to service the needs-of its subscribers (i:e., its meiniicrs:il policyholders),
-the _héalihcare providers who provided medical services to its memberé;.,and:thé, vendors who-did
business with LAHC. As described in detail heréin, the condict of the Defendants named berein -
went way beyond:simple negligence. For instance, when-ftha LDI took over the operations pf

LAHC, the CO-OP had a backl_og_afiapproximawly? 50,000 elaims that had not been ,;Sroq_esseti;



Because of Defendant’s gross negligence, as of December 31, 2015, LAHC had lost more than,
$82 million.

23:

- by their acﬁonab_l'e conduct.
CAUSES OF ACTION

| Count.Oune: Breach of Fiduciary Duty
{Against the D&O Defendants and Insurer Defendant)

24,

Plaintiff repeats and reallepes. each and every aﬂegation- ‘set forth in t’ﬁe foregoing

paragraphs as if fully set forth herein: |
25

The D&O Defendants owed LAHC, its members, and its creditors, fidutiary duties of
loyalty, including the exercise of oversight as pleaded herein, due care, and the duty fo act in-zgo::’:.d
faith and in the best interest of‘LAHc, The D&O Defendants st‘a‘nd;i'n-a;ﬁdﬁdiajry_relaﬁon"td'I}Ai*lﬁ -
and its members and creditors and must--_,disc_ha:ge' their ﬁdumarydutaes in good faith, aind with
that diligence, care, judgment and _ﬁkiﬂ- which the ordinarily prudént person would exereise under:
similar circumstances m like position:

206,

At all times when LAHC was insolvent and/or-in the zone of -_insGI?kgn,cy; the D&O-

Defendants owed these fiduciary duties to the cre;iitorsrof. LAHC asiwell,
27,

The conduct of the D&O Defendants of LAHC, gs. pled herein, went. B‘e?oﬂd simple
negligence. The conduct of the D&O Defendants constitutes gross negligence, and in'some’cases;
willfisl misconduct. In other words, the D&Q. Defendants did not simply ;ﬁgf-‘-negii’.g:én:tly’i;\z____.@h'e. ‘
‘managément and supervision of and their-dealings with LAHC, but the D&O Defenidants acted
grossly negligently, ‘,iﬁcompéténﬂj? 'iﬁ.many instances, and deliberately, in other instances, allinda .
manner ihat_da;nggcd- LAHC, its members, providers and creditors.

28,
“The D&O Defendants kiiew or shiould have known that Beam Partners was ~unq;1ﬁ1i_ﬁed and

unsuited to develop and manage LAHC.



29,

The D_&O' De_.‘fcﬂdanté,"kncwor should have known that GRI was unqgaii__ﬁ_e_d and unsuited:

to develop and manage LAHC. | | o
30,

The failure of the D&OD&_fe‘r‘;dépt’s 1o ._Se_lect'.é;.compeignﬁ TPA, negotiate an acceptable
‘contract with GRI, -and_r‘nanagégnd oyersee Beam Parmé:é,-:,CGI, and GRI's conduct; constitutes:
‘gross  negligence on-the part of the D&O Defendants that caused LAHC to ‘hire other vendors
and/or additional employees; in éffect, to either do work and/orfix wotk that should have been
ccompetently done by Beam Partners, CGI, and/or GRI, resultmgm tretnendous additional and:
unnecessary expenses and inefficiencies to LAHC which played a sipnificant role in LAHC's
failure:

31

The D&O Deferdants breached their fiduciary obli gati_ons'"iﬁ- the following, non-exclusive,

ways:

a. ‘Paying excessive salanes to LAHC executives in relation to the poor;-inadequate, or-
non-existent services rcndered by themto LAHC and/or on its behalf

b.  Paying eXcessive bonuses to LAHC executives in re!atwn to the poor, madequate or.
non-existent services renders by them to LAHC and/or omits béhalf

¢.  Grossly inadequate oversight of -IZAHC-oyerationsr‘

d. Grossly inadequate oversight of contracts with outSJdc vendors, mcludmg CGI and -
GRT;

e. Lackofregularly scheduled and meaningful meetings of the Board of Directors and"
managenient; the few board meetings that'took place (one in 2012 four in 2013; six
in 2014; and one in 2015), enerally lasted about ar hour;.

f.  Gross negligence in hiring key management and executives with limited or
inadequate health | insurance experience;

g Gross failure fo-protect the personal health information of subscribers: unauthorized
disclosure of subscribers’ personal health irformation; for example, in February -
2014, an incorrect setting within LAHC's docurnent. production system caused: 154
m;:mb_f:r 1D cards to be erroneously: dlsmbutcd :

b.  Grossfailure to issue ID cards to members accurately and timely;

i Gross failure to pay claims timely (if at all);

j.  Gross failure to bill premiums accurately and timely;

k. Gross failure to properly calculate member out-of»pocket responszhﬁmes resulting i m_
‘members being over-billed for their portion of services rendered: by providers;

I, Gross failiire to collect preminm payments timsiy_i(if at all);



aa.

bb.
oc.
dd.

ee:

Gross failure to. process and record the effective dates of policies accurately or
consistently; '

-Gross failure to process and record the termination dates’ ‘of policies accurately or:
consistently:

Gross failure to‘process invoices correctly and timely;

Gross failure to determine and report eligibility of members accurately;.

-Gross failure to have'in place and/or to implement a finanicial policy.or procedure to.

verify check register expenditures;

Gross fatlure to have in place and/or to 1mplement a financial policy or'procedure to-

verify credit card expenditures; for example; in or arond October te November 2013,

a2 VP of IT Operations-at LAHC, Larry Butler, misised his LAHC credit card by

incurring more than $35,000 in charges ‘the vast majority of ‘which’ were persanal..-
-expenses, on:a corporate account with limits of $5,000;

Gross failure to have in place and/or to implement a financial pohay or procedure fo.
verify sponsor invoices;

“Gross failure to have in'place and/or to implement policies and procedures regarding

operational, financial, and compliance. areas (such as backgrcund checks, comrective:
action plaras, procurement, contract management, and financial managemedit) before
engaging in memningful work and offering i insurance coverage to the public;

Gross: fazlure to understand, Implemeni and enforce the applicable “grace: period”
pertaining to subscnbers as per the ACA and Louisiana Law, La R.8.22:1260.31,
et. seq.;

“Gross failure to record and report LAHC s ciéffns_r&zs’_e’r?ﬁs (IBNR) accurately;.

Gross :fai{ﬁré"-to report and _a'p_p;eim. agents and brokers;

Gross failure to record and répott. the Ieval of ‘care provided to. LAHC membcrs, :

enrollees, and subscribers accurately;

As of March 2014, LAHC described its own system to process em:ol!ment eligibility,

‘and claims handling as-a “broken” process;

Grossly negligent to choose GRI to replace CGI;went ﬁ“{}m the frying pan-into the
fire; GRI was uniqualified, illsequipped, and unable to service the neéds of LAHCT, its
‘members, providers, and credm}rs,

Erroneously terminating coverage for fully subisidized subscribers;.

Failing fo provide nofice 1o providers. rcgardmg member ferminations andlapses duoe
to:non-payment of premmms

Failing to provide notice (delinquency- lettersy to- subscribets prior to. terminating
coverage;

Failing to maintain an Information Technoiogy ehvironment with adequate controls
and risk mitigation to: protect the data, processes, and integrity of LAHC data;

Failing 10.collect birider payments on-lime;

Failing to terminate members when binder paymients weré not recéived;

Failing to correct ambignuities in the GRI contract(s); -

10



hh, Failing to select qualified vendors

ii. Failinc'r to select qualified maﬁagemeﬁf*

B: They I\new or: should have known, prior to the public rollout of LAHC in January
2014, that LAHC would not be a viable HMO, and yet they: proceeded to offer-
'poiwzes and services to the pubhc and ‘metribers knowing that LAHC would fail;

Kk. They caused and/or allowed LAHC to misrépresent the finiancial condition-and
“viability of LAHC to the'LDT, the federal governrnent, its member, its creditors, and
the pubhc, thereby allowing LAHC ‘o remain in opération much longer that, they
should. and would" otherwise: have; adchng addmonal members: and “incurring
additional ¢laims and debt;

Il They kfiowingly paid excessive: salanes, professional service: fees and consultmg
fees, as alleged herein, without receiving appropriate valueto LAHC;

mnl. "I‘hey failed to implement internal conirols that would have prevented the: gross waste:
and damages sustained by LAHC s a resulf af their gross negh gence;

nn:  They concealed LAHC'S true financial cendltmn and. insolvency -and artificially
-pro]onged LAHC’s corporate life beyond insolvency alf to the detriment of LAHC; .
its members, and its creditors;

00. They grossly mismanaged LAHC's affairs;

pp.  They grossly-failed to exercisé Qversfgbt'oi supervise LAHC's financial ﬁffaijfs;f

qq. They failed to operate LAHC ina reasonably ptud'en’t'manner; 3

tr..  They failed in their duty to operate’ LAHC it cnmphanee with the laws and.
regulatzons applicable to them; and

ss. 'Other acts of gross negligence as may be later discovered:
32,

The D&O Defendants also bieached their fiduciary duty of loyalty, due eare, .and ‘good
faith by allowing, if not fostering, individuals with conflicts of interest 10 influence, if not 1¢0j1j11:¢1;_
LAHC, all to the defriment of LAHC, its members, providers, and creditors.

33

Because of the grossly negligent conduct of the D&O Defendants, LAHC was woefilly

‘notprepared forits roll-out fo the public on January 1, 2014
34,

By approximately March 2014, just three (3) months after iis‘lill'-aa;ivi'seﬂ' r'c':uﬂ?qut; the D&O.
Defendants compounded an alréady bed situation by deéciding to ,-rspi;abe*GGI-i_‘nj:ith:ﬁm. as TPA,
At this point, the D&O' Defendants should have either exerciégd appropriate oversight and
~man_ag_émentj 14 reform =CGI.*_S" _gr_osél;{ in'adequaté_fperfoﬁnahcé? ‘of the D&ODefendants should

have terminated the Agreéement-with CGI and found a'suitable’ T]\_’A,;_‘o'f -the: D&O Defendants

11



should have ¢eased operations altogether.. Instead, the D&Q Defendanits made matters worse by
‘hiring a TPA that was-even less qualified and Esspﬁx"eparéd'than*CGIf‘férithe‘ijﬁ:,_ ‘GRIL
| 35 | |

To further damage the fsuugfg'ling;LAHc:;& 'apprgximawlyiniﬂaﬁii 4, 11%_;331)&{): Defendants:
decided to switch healthcare provider networks from Verity Healthnet, LLC _(f"Vériw’fj to Primary
‘Healthcare Systems (“PHCS”), Onceé again;. the D&O D_efbﬁﬁant’s* eonﬁt;éti constitites «g‘réss" :
.negiigence'that further damaged LAHC; its members, providers, and creditors. | |

36.

The D&O Defendants, in breachinig both their duty of loyalty and duty-of care, showed a |

conscious disreg_ar‘d._fcr the best interests of LAHC, its members, providers and'ﬁtedi;érs.
37.

As adirectand proxinaté result of the gross negligence arid _i’or;%gciilg failures.of theD&O _
Defendants to’ perform their fiduciary obligations, LAHC, ‘its members, jts providers and ifs
creditors have sustained subsfantial, -'compeﬁsabie.:'damé_'ges:'fcif- which the D&O' Ij'g;féndants and.
the Insurer Defendant are liable, and for which Plaintiff is entitled to xgcowrfin this action,

38, |

The compensable damages caused by the D&Q I'}.e‘f‘endént_sf"gross:ly negligent conduct, i

not .wiilﬁﬂ"-condﬁ;:,t’, include, but are not limited to:- |

a. - damages in the form of all losses sustained by LAHC from:i its’ mception {z e., they
should have never starfed LAHC in the ﬁrst piace)‘ '

b. -~ damages in the form of lost profits, (i.e:, the amount LAHC: wouid have earned, 1f:
any, but for their ‘conduet);

c. -damages inthe form of excessive losses (i.e., the difference between the. amount.
LAHC would have lost, if any; and the amount. LAHC did lose, because. of their -
'conduct),

d. damiages in the form-of deepening insolvency (L.e., the darmages caused by their -

decision to prolong the corporate: e*c:stence of LAHC beyond msolvency),

e. damages in the form of all legitimate debts owed to creditors of LAHC, mc!udmg
but not limited 1o those unpaid debts owed to. ‘health care providers who delivered
services to members of LAHC, any debts owed to members of LAHC that were not--
paid, and the.debt owed to CMS: (bofl principal and interest) asa result of LAHC?s
gross. neghgence as pled herein;

b .dlsgcrgement of all excessive salaries, bonuses, profits, benesﬁts, _and other
‘compensation inappropriately obtained by them;

8 damages in the form -of all excessive. administrative, operatmnal andfor‘
- management expenses, including;

i.  Untimely payment of membes and providet claims;



il

1ii.

iv,

Vii.j

‘In¢orrect payment of member-and provider claims;

Increased interest expense-due to incorrect and/or uﬁtimﬁly:claims payments:.

Inereased expenses due to incorrect and/or untimely claims payments;

Incorrectand/or untimely payment of agent/broker commissions:

‘Inaceurate and/or untimely collection of premium due for health coverage;

Increased expenses. for services from LAHC vendors sther than the th:rd party
.adm;msu ator;

viil. Increaséd expenses for provider rietworks and medical services;

ixi  Loss of money dueto LAHC from ‘ﬂle;: Center for Medicare and Medicaid
‘Services ("CMS") for risk adjustments;
x. Fines incurred for failure to have: ag'é_ntsfbmkers prcp:eri_ly:apgointe&;;-an_d
®i.  Inability to repay the millions of dollars loaned to LAHC by the federal
-government,
h. all costs and dlsbursements of this actian, including all’ compensable litigation
expenses. :

39,

The Insurer Defendant is liable to the Plaintiffjointly, severally and in solido with the D&O"

- Defendants to- the extent-of the limits-of its respective policies of insurance, for the ;follbnﬁxig"

reasons:
4.  Travelers Casualty and Surety Company. of Amenca lssued a Prxvate Comipany
' Directors and Officers anbxhty Insurance Pohcy to LAHC with pohcy limits, upon
information-and belief, of $3,000,000.00, which policy was in full force and effect at -
-all relevant times and pmwded insurance coverage to the D&O Defendants for some -
corall of the claims asserted herein by,?lamtxff
b. Travelers Casualty and Surety Company of Ame'i-ii:a issued a Manag’ed"(‘iaré: Frrors:

‘and'Omissions Liability Insurance Policy to LAHC, with pohcy [imits; upon
-information and belief, of $3,000,000.00; whick pohcy was in full force and effect at
all relevant times and provided insurance coverage 1o the D&O Defendants for some-

or all of the claims asserted herein by Plaintiff,

. CountTwo: Breach of Conitract
{Against the TPA Defendants axd Beain Partners)

40.

Plaintiff repeats and realleges cach and every allegation. set forth in the -fdrf';_gbing

‘paragraphs as if fully set forth herein.

1



410
On or about February 15, 2013, LAHC and 3CG-I entered into-an Administrative Services
Agreement. (“Agreement’) whereby CGL agreed t’(__‘.i- ‘petform certain administrative and
management services o LAHC in exchange for certain’ ;ﬁtxnetar.y‘ compensation as set forth in
the Agreement. A true and correct copy of the Agreement and all exhibits was attached. and
incorporated by reference in the original Petition for Damages as "Exhibit 1.7
42,
Under the.terms of thie Agreement, CGI represented and ‘warranted, inter alio, that
"CGI personnel who perform the services tnder ‘the ‘Agreement shall have the appropriate
- training, Jicensure and or -.c_eniﬁcation__tc)--'perforﬁa--. _eacﬁ.ijtask assigned to them" and that "CGI
will make a good faith effort to maintain consistent staff performing the dél;ga_téd functions”
for LAHC.
43,
Under the termis of the Agreement, CGIwas, among other things, obligated to:.
a. Function.asa Third.l?ar'ty Administrator for LAHC;
b. Accurately process and pay clalms for covered ‘sérvices provided to LAHCS
members” by pamclpaung providers. accm:dmg 10 jpayment terms regardmg_'
timeliness and the vates and amounts set forth in LAHC'S Participating.

Provider Agreements.

(A Accurately process and pay claims for covered -services. prowded 1o LAHC's
members by providers;.

d. Competently perform -all of those tasks set forth in the Agréement, including
Exhibit 2 thereto, such: as paying claims, adjudicating claims, determining
covered services, identifying and processing clean and unclean claims, collecting
and processing all encounter data, “tiansmlttmg denial notifications to' members
and. providers, iransmitting all required. notices, tracking and teporting its
performance, tracking, teporting and reconciling all records regarding deductibles
and- benefit aocumulatars monitoring all clalms, submlttmg all claims, tracking,
reporting, and paying. all interest on late paid claims; coordinating {he payment
and processing of all claims and EOBs, and developing anci 1mplementmg a
functional coding system; and

e Competently p«:rform all of those task e;\pected and- requrred of a Thifd Party
Administration, whether specxfxed in the Agreement.or not..

44,
‘CGI breached its obligations and warranties et forth in the Agreement it a. grossly

negligent manner, all in the following, nop-exclusive ways:

14



4. Pailed t0-pay claims at the proper contraci rates and amounts; thus resilting in
g gvérpayment .of claims;

b.  Failed fo accurately and properly ‘process enrollment ‘segments and failed 1o
timely reconcile enrollment segmenits;

¢.  Failed to provide proper notice to providers regarding membet terminations and
lapses due to non-payment of premiums;

d.  Failed to issue appropriate identification cards to-stibscribers:

e. Failed 10 prowde proper notxce (delinquency: letters). so subscmbers pnor to
' terrninann{, coverage;

£ Failed fo process claims properly;

g Failed to enter, vecord, and process paper claims properly;

h.  Failed to establish; manage, and run the call center for LAHC properly;

i, Failed to ‘implement a billing system that would' ac‘c_urateiyo'alqﬂat‘elbal ance due;

j-  Failed to approptiately establish an EDGE server and/or faﬂed to appropnateiy or
timely provide the Department of Health and Hurnan Services with- access 1o
required datd on the EDGE servet; and

k Other-acts of gross negligence as may be later discovered.

45,

As of March 2014, just three: (3) months after its roll-out, LAHC described the system-
designed and implemented by CGIto process enrollment, eligibility, and claims handling, as.a
“broket™ process. Indeed, the conduct of CGl, as desciibed herein in detail, goés well beyond
simple negligente; almost every facet of the system designed and implemented by CGTas a third
party administrator of LAHC was a failure. - CGI's conduct; as. described herein in detail,
constitutes gross negligence.

46..

CGI's breaches of its warranties and obligations in the Agreement have directly caused

LAHC to incur. substantial,. compensatory damages which are recoverable .nyP'laiﬁfifE herein, -
47.

GRI was not qualified to render the services as a third party administratof (“TPA”Y that
'LAHC needed o be successful. Rather'than decline taking on a job that was outside of its
capabilities, GRI wrongly agreed to replace CG1 and serve as TPA for LAHC. GRI’s decision-

to-serve as LAHC's TPA constitutes gross negligenice, if niot a conscious distegard. for the best

15



interests of LAHC, its members, providers, and creditors: But-fﬁr'GRI"s? gross negligence, most:
of LAHC’s substantial, compensatory damages would have been avoided
48.

In or about July 2014, LAHC and GRI entered int an Administrative Services
Agreement -whm‘aby. GRI apreed to perforni certain adminjstrative apd nlanag_éMent,sefviCQS- io.
LAHC. in exchange fof certain monetary: compernisation as set forth in the Aéfﬁh}istraﬁve-
Services Agreement. The Administrative Servi_ce’s"'Agree_:ment"ﬁadf’an-_ﬁffécﬁvc'date of July 1,
2014, The Administrative Services Agréém'en_t was amended both it September 2014 -:_ahd
Deécember 2014, A true and correct copy of the Adrinistrative Services Agreement _znd,-gll'i
amendnients and exhibits are callectively referred to as the "Agtt:émenf“‘andWéreﬁat'tac}ied;and
‘incorporated by reference in the original Petition for Damages as "Exhibit 2." Attached herelo
as “Exhibit 24" is-a ttue and correct copy of the Delegation Agreement between LAHC and GRI -
eifective August 20,2014,

49,

Under the terms of the Agreement, CGI represented and ‘warranted that ‘-’Gﬁl-personnei :
who perform or provide the Delegated Services specified Services under this Agreement shall
possess the appmpria;e-.aumoz-iza_zicn,- licénse, bond auid cmiiﬁ'c'ateg, and are foll and
appropriately trained. to properly perform the tasks assigned to them.”

50..
Under the terms of the Agreement, GRI was, among othet things,.obligated to:.
a  Accurately procéss and pay claims for GOVCI‘Ed services provtded to LAHC'S
‘members’ by participating providers accordmg o payment terms regarding
timeliriess and. the rates and amounts set forth in LAIIC‘S Partzclpatlng Provider

Agreements.

b Accurately process and pay claims for mvered services prowded 10 LAHCs
members by providers;

¢.  Competently perform all of those tasks set fortliin the Agreement, including Exhibit .
A-l"to-the agreement such as paying claims, adjudicating: claimns, determining
covered services, ideritifying and processing clean and unclean claims, collecting
and processing all encounter data. transmitting denial notifications to members and
providers, transnuttmg all required notices, trackmg and reporting its performance,
tracking, reporting and reconciling all records regarding deductibles ‘and benefit
accumulators, momtormg all claims; submitting all claims, tracking; reportmg and.
paying all interest on late paid claims, coordinating the payment and processing
of all ¢clains -and EOBs and developing and implementing a functional coding
system; and

d.  Competently perform all of those task expected and required -of a Third Party
Administration, whether specified in the Agreement or not.

16



St

GRI breached its obligations and warr'antig_s-s'ét forth in the ‘Agreeiient th 4 grossly

‘negligent manner, all in the following, non-exclusive ways:

4.

P

GRI failed to mioet most, if not all; of the‘_:peffdi"manc;a standards'mandated by the
Services Agreement of July 1, 2014, '

GRI was unqualified, ill-equipped,and wable to service the needs of LAHC, its

‘member. providers; and ereditors;

“GRI knew or should have known'that it was unqualifi ied to service the needs of-

LAHC;

Pursuant to GRI’s Service Agresment, GRI'was responsibie forcritical PTOCesses
that are typically coveréd by such a ‘health insurance administrative service
provider contracts, including the receipt and: pmcessmg of member premium
paymcnts the calculation and payment of broker comrhissions, and the process‘of
managing calls into LAHC;

GRI wholly failed 1o provide sufficient and adequately trained personnel to

perform the services GRI agreed to performinder the Agreement;

Failed to process and pay claims on-a tiniely basis, wsultlng in interest. paymient
alone in‘exceéss.of 3600 OOD 00;

Failed to pay claims at the proper ¢ontract rates and dmounts, thus: resuifmg in an
overpayment of clajims;

Failed to accurately and property process em‘oiiment segments and failed to ’umeiy
reconeile enrollment segments

Erroncously terminated coverage for fully subsidized subscribers ($0 Inivoices);

Failed to provide praper notice to provxéers regarding member termmafmns and
lapses due to non-payment of premiums;

Failed to timely process enrollment interface (ANSI 834) from CMS;
Failed to accurately process enrollment interface (ANSL 834) from CMS;
Failed to pass CMS data edits for CB{IS Enr;ﬂlhjent'-Recom':iii‘at-i_{}n_.'Pradéség_

Submitted indceurate data-to the CMS Enrollment Reconciliation Process. causmg
cmmeous tetmmatmn&,

Failed to pass CMS data edits for Enrollment Terminations & Cancellations
Titerface (ANSI 834) to. CMS

Failed to pass CMS data edits for Edge Server Enrollment Submissions to CMS;

Failed to use standard coding for illustrating non-effectuated members (usmg years |
1915 and 1900 as termination year);

Failed to pri}\%ide~' proper naticé (delinquency Jetters), to s’ﬁhscrib'ef_‘s" pﬁur ta
termiinating coverage;

Failed to invoice subseribers a¢curafe}y'when1AP’[.C changed;

Failed 10 invoice subscribers for previvusly unpaid amounts.(no balance forward);



L.

bb.
e,

dd.

ge

Tailed to cangel members .a‘f‘ter‘p3951x'8._.enrollment;.

Failed to administer member benefits (maximum outiof-pockets gixc_eeded)g :

Failed o pay interest on claims to providers;

Failed 1o :pay‘-cl&inis within the contractual timeframes:

Failed to adjust claims after retroactive disenrollments;,
Failure to examine claims for potential subrogation -

Failed to maintain adequate customer service staffing and call denter teclmology

Failed to process APTC changes from CMS: within an apptopridte timeframe;
Failed to captureall claims diagnoses data from providers;
Failed to pass CMS data edits for Edg‘e'Serverrci‘ﬁims'Submiss‘zdh’s 1o CMS

Failed to-1oad the 1,817 claims from the 4/29/ 16 and 5/2/16 chec:k runs onto-the

EDGE Servér:

Incczrrectly calculated claim adjustments, especially as it per‘tams 1o & subscripet’s

-maximum out-of-pocket limit;

Paid claims for members that never effectiated;.
Failed to protect the personal health information of subscribers;,

Failed to'issue 1D cards to men’i‘ners accurately and: nmely and: without: eff‘ectwe-.

:dat(,s,

Failed to have in place and/or to imiplement ¢ aﬁnancnai pohcy or procedure to veniy-
credit card expenditures;

Failed to.understand, -implement, and enforce. the applicable “grace perigd™

pertaining to subscribers as per the ACA and Louisiana Law, La, R.8.22;1260:31,
el seq.; |

tun, Failed to record and report LAHC?s claims reserves (IBNR) accirately;

R,

oo.

pp-

Tailed to report and -appoint agents and' brokers appropri ately:

"F'nled 10 record and report the level of Gareprowded to LAHC members, enrollees;.
‘and:subscribers accurately: and.

Failed to fmaintain an Information Tef:hﬁdlOgyr-_enviromﬁent’ with, fade‘quémcantfols:
and risk mitigation 1o protectthe data, processes, and integrity of LAHC data.

52.

According to. the Agreement, GRI'was.obligated to pay claims within the time frame

required by applicable law; and if claims were: paid‘-iintime'ly* because of GRI's conduct, GRI

“shall be responsible for paying any rcqmred interest pena[ty to Providers.” Because of GRl’ o

gross negligence and non- perfarmanc:e of its contractual obligations- owed to LAHC nuMmerous-



._ciaix,nS-Werﬁ:\_:pai‘d late and significant interest penaltics were incurred and pmdbyLAI—IC GRI
is obligated to pay all such interest penaltics. |
S53..

GRI's gross negligence and breaches of its warranties and obligations irt the Agreemenit.
‘have directly caused LAHC to incur.substantial, compensatory damages which dre Fecoverable:
by-Plaintiff herein.

- :Beamf'i;”:_ii‘tnars;
54,

Beam Partners was not qualified to render the services as a manager and developer and/or
third party administrator (“IPA™) that the start-up, LAHC, needed fo be successfil, Rather than
decline taking oni-a job that Was outside of its dapabilities; Beanr Paitners mo.@gly br‘chcf:‘s‘t‘ratac‘f”
and agreed to manage, develop, and serve'as TPA for LAHC from its inception. Beam Paririer’s
decision to manage, develop, and effectively serve as LAHC's TPA constitites grcés negligence;
if not a conscious distegard for the best interests ‘éfLAHC,'.ji’ts members, providers, é;nd-fcr_ﬁdit’ars@
But for Beam’s gross negligence, all of LAHC’s sibstantial, cbm}:_,ensatery.=.daxnagcs.-wguldi have
been avorded,

55,

Given' that numerobs individuals who éither owned, managed anﬂfcjﬁ.-*wo'riiedifgf Beam
Partners, iricluding Terf}t_':s_hi'iliigg, Alan Bayham, Mark Geniry, Jim McHaney, I)éborﬁh’;;S_iﬁdﬂé_x;
Jim Krainz, Jirn Pittman, Michael Hartnett, Eric LeMarbre, Etosha McGeg, Diana Pitehford, Darla
‘Coates, were also involved withand ména_ged' LAHC from the beginning as éfﬁéérsi-&ifegfgrs;,ailﬁ
cmployees of LAHC, for allintents and purposes, Beam Partners was closely related to and acted
as LAHC.

56.

From approximately Septemiber 2012 through May 2014, LAHC paid mior¢ than $3.7

million in the form of consulting fees, performance fees, and expenses to Beam Partners.
57, |

LAHC and Beam Partniers, LLC "cﬁtefe_:’d intoa Managemi:m‘;ani}}qvek;pment Agreement
Whﬁrébjf.Bémanmers agreed to perform pertain management, i-adiﬁfni_s'tfatiﬁ:;:and- Eié‘,ie’f_uldpmtcntéﬁ
services for LAHC in excliange for certain monetary compensation-as set forth iii.'th&: Ménag:e'rrﬁlent‘

and Development Agreemment. Wamer Thomas, as-Chair of the Board of Directors of LAHC,

19.



signed this Management and Development Agresment on October-8, 2012; ‘Iénfyi.fsﬁiliing ESign‘e‘d :
the Management and Development Agreement on behalf 6f.B'eafn.Partnars; LLC, with an effective

date of August 28,2012, At this time, Terry Shilling was .sixnuitanéousiy-: the Interim CEQ.of
LAHC and s member 'énd(ovmer of Bean Parthers, This Agreémen_t;was.arhendéd at least twice.

A true and correct of the Management and Devel_epm‘ejﬁt Agreenient; -a'llExhiiiitSiﬁlefﬂé (mthﬂle

exceptior of 'Exhibit 2, “Performance Objectives for Services”; which is uniavailable, Amendm.eﬁf

1, and Amendnient*2), was attached and incorporated by reference om the original Petition for-
Darmages as “Exhibit 3.” |

58.

According 1o the terms of the Agreement, Beam't-?ziﬂné;s; agreed to provide ‘fé_m.‘fviceé
essential 1o the formation -Qf the Cooperative and its application for CO-OF program Toans;™
including fraining all directors, securing the requisite licensure from LDI, developing a network
of providers for LAHC, recruiting and. vetting -candidates for poéiﬁo‘n’s at TAHC, ‘crcati'n"g*
processes, systems, and forms for the operation- of LAHC, e.an&-ji_dénti.fying; :Qflc‘g@ﬁﬁﬁng and.
executing administrative services for the operation of LAHC.

59.

In short, Beam Partners agreed to transform the starf-up LAHC into awelkorganiz’éd,-w&lle-
funded, and well-run BMO prior to January 1, 2014, the roll-out date of LAHC to the public..
Beam Partners utterly failed to meet its contractual obligatians- ;‘qwed; to LAHC, and'ébreached*ité'
obligations and warranties set forth in the Agreement in a grossly negligent manter, all in the
following, non-exclusive ways:

a.  Failing to identify, select, and ‘Tetain qualified thn‘d ‘party contractors for LAHC,
including butnot limited to CGl and/or GRI;

b Failing to train all directors of LAHC regarding how to manage such an HMO;
¢.. Failingto develop a network of providers for LAHC;'
d.  Failing to rectuit and adequately ver appmpr'i’éte-cﬁanafdates--far positions at LAHC;

e. -Failing to create adequate and/or functmmng px:ocesses systems; and foris for the
operation of LAHC;

£ Failing to to zdennfy, negotiate, and - execute adeqtmte and/or functmmng
administrative services for the operation of LAHC;

g. Failing to report and prfmde LAHC with. complcte accnrate; and detailed records. of
its performance of all services provided to LAHC; |

h. Faﬂmg to ‘adequately disclose confliet of interests regardmg Beam Partners-and
LAHC to any regulatory authority;

20



I Failing to provide sufficient and adequately trained personnel to perform the services
" Beam Partners agreed to perform under the Agreement; and

Jo Ingeneral, by completely failing to have LAHC ready and able to meet its obhgatxons :

to the public, members, pmwdets, and creditors on or before the roll-out date of
Januvary 1,2014.

60.

The. numerous--failures of Beam Partriers to- perform its obligations owed toLAHC
constitute gross negligence, if ‘not'a conscious disregard for the best interests of LAHC; its
members; providers, an& creditors,

61,

To the extent that Beam Partners made the decision to keep '-ﬁéi_rigiCGI 2§ TPA until it was
too late, Beam Partners is grossly negligent in that it knew or should have .knm\m:tha‘t".(j:'GI'Wzg,}
unqualified to serve as TPA.,

62
- Tothe extent that Beam Partners made the decision to-replace CGLwith GRI as T?A,-ﬁéﬁfﬁl
Partners is grossly negligent in that it knew or should have known that GRI was unqualified to
serve as TPA.
| To the extent that Beam Partners made the deci*sian’tb'itz_érminatéz-the Verity contract, Beam
‘Egﬁners’ is grossly negligent in that it knew or_"éhodld- have known that ;tcfminaﬁng' the Vel‘lty
contract would be a substantial factor in causing LAHC to i-i‘hcui*"additi'énal;ﬂ‘x_nnsceélsary- expense
and, ultimately, to collapse.:
64..

Beam Parm6rs"“-gmss,‘ negligence and breaches. of its- warranties and obiigaﬁcns_-in- the
Agreement have: directly- caused LAHC 1o incur substantigi,_ compensatory damages which aré-
recoverable by Plaintiff herein.. |

‘Count- Three: Gross N eghgence and Neghgence '
{Agamsf the TPA Defendants and Beam Partners)

Plaintiff repeats and realleges each. and every allegation set forth in the foregoing:

paragraphs es if fully ser forth herein.
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66,

CGl, GRI, and Beam Partiers each had a duty to ensure *_Eha‘t its personnel who 'p'erfcm”xea
services for LAHC were adequately znd appropriately trained, licensed, and cerfified to perform
the services and functions delegated by LAHC ';d-jeaCE.of'ﬂicm.

67,

CGI, GRI, and Beam '?armers gach had a duty 16 dccurstely process and pay claims on

LAHC’s behalfin 4 timely manner at the correct rates ;an_.d ‘.a_imoii_nﬁ_ts.--'
- 68,

CGI, GRI, and Beam Pariners each had a duty to perform their obligationsina rcasoﬁab;le,_»

competent, and professional manner, |
69.

CGI, GR1, and Beam Parters each breached their duties in that :_it*-xiégiigéf,.ﬁtly failed to
cause LAHC 1o dccurately procéss and pay health insurance claims in a ﬁmely manner af the
correct rates and amounts,

70,

Cal, ‘GRI; and Beam Partners each’ b.rea_ch:ed their duties in that they nggligcnﬂ'y-' and.

‘wholly failed to perform theiﬁit_abi'_igaﬁ ons i a reasonable, competent, -and_profess_ioné]l manner.
71

CaGl, GR,I; and Beam Partosrs each were grossly negligent in i_-hat_, they wantonly failed to
provide a sufficient number of ‘ﬂ&éqpatély trained personnel who had 'Sufffi_ciéntjicn:}wlédge of the.
system_-_program utilized by LAHC to process and pay _.hegmx jnsurance:claims at the correct rites
and amounts in complete and reckless disregard 51‘?5 the rights of LAHC, its members, providers,
and 'ci're'dit’c_wr;;,

72

‘CGl, GRI, and Beam Partners each were grossly negligent in that they wantonly faﬂed to
ca_use~._§ILAHC to accurately process and pay health insurance é}'aimg in a timely maﬂn'er_ at.the:
corréct health insurance rates and. amounts in compléte and reckless disregard of the rights of

LAH.C; its membeérs, providers, and creditors..



T3,

As a direct and proximate result of CGI's, GRI’s, and Beam Partners” negli gence of gross
.ne’gligenqé-, -LAHC hasin curred ;_subst_antial, compensatory _darm.t.ges;,lWﬁicﬁ&é_‘;éﬁdﬁfﬂbiq‘h‘crai_n,
by Plaiaift |

Count Four; Professional Negligence
~And Breach of Contract
(Against the Actuary Defendants)
74.

Plaintiff tepeats and vealleges eacﬁ and ‘every allégation set forth m the" foregoing
paragraphs as'if fully set forth herein.

| Millimszn

7.

At all relevant-times, Milliman held itself out 'gs’héving‘ ‘expertise o projgiii'eqacmaﬁéi'

,s_er’sriées- and advice to health insurers like LAHC,
76..

In or around August 2011, Mi‘ll’iman-was‘"éngage& by Shilling an behalf of Beam Partners
and/or LAHC to-provide “actuarial support” for LAHC, including the production of a “feasibility
. study- and loan application -as directed by the Fundmg . ',Op})o_r-taﬁity -Announcernert (Fundmg
Opportunity Number: - 00-CQO-11-001 , CFDA 93,545) released 'ﬁ‘bm the U.S.'Dép&rhnént of
Health Services (“HHS") on-July 28, 2011.” This engagement lctt’_erf‘:p:‘e:datggi_stAHC"é formal
contract with Beam Parthers by a year; the engagement letter dated August 4; 2011, was addressed
to Shilling as. “Owner/Partner” of “Beam Partnérs,‘_’"-and was signed by Shilling on August 15,
2011, on behalf of LAHC: Ihdegd? this engagement letter pre-dated the.iincqrpeirﬁaﬁén-ﬂf LAHC
by about-a month or so' (LAHC was first registered ‘with the Iﬁﬁui_s"i‘aﬁa _S;‘ecrét'alﬁ of State’s Office

_on'orabout September 12,201 13
77..

In the feasibility study dated Mateh 30, -2912, prepared by Milliman for LAHC to use in
suppoért of its loan application to CMS, Milliman concluded that,. in .general, LAHC “will be.
economically viable based upon our [Milliman’s] base case and mioderately adverse scenarios.”
According to Milliman’s é‘ctuariél' analysis, “the projections for the scenarios are conseryative, and’

in each of the scenarios modeled, LAHC remains finaricially solventand is able to pay back federal.
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loans within the required time: periods.” Furthermore, Milliman estimated that “LAHC will be
able to meet Lotisiana’s solvency and reserve requitements.”
78,

The Milliman feasibility study was. prepared using unrealistic assumption sets. None.of
the enrollment scenarios considered the possibility that LAHC woitld have trouble attracting an
adequate level -of enrollment (which is what actually happened in 2014 and 2015) and every
economic scenario assumed that the. loss ratio in nearly every modéléa"'-year-' would be'85% (an.

-outlier loss ratio was never iﬁgher than 91%). ‘These assumptions completely disregarded the-very
real ‘possibility- that there would e sig’_r'liﬁ'cant:vo}ati'li‘gy. in ‘enroliment and/or- the miedical loss -
ratio. With-all of the uncertainty within the ACA, a competent actuary would have understood’
that it was a yexy-‘ireﬁlistiq possibility that LAHC would fail to ba’fﬁ/i'ai:iic. Some of the modeled -
scenarios should have reflected this possibility. The Milliman feasibility stidy would imply:that
twa “black swan” events-occurred in' 2014 and 2015 withlow enrollment and very high medical
costs. -In actuality, these possibilities should have been anticipated by Milliman when they
prepared the LﬁHC :feasib"ilit_;)r study.

79.

If CMS is considered to be a regulatory body, thé actuary who prepared the feasibility study
would be guided by Actuarial Standard of Practice (ASOP) No, 8~ Regulatory Filings for Health
_Benéﬁts,_-A:acide‘nt & Health Insurance, and Entities:Providing Health Benefits. The following
paragraphs are applicable;

'+ Paragraph-3.4.2 of ASOP No. 8 states that the actuary “should consider the impact of-
future changes in the underlying covered population.on the projected ‘claims, These
changes may inclide, but-are not limited to, changes.in demographics, risk profile, or

 family composition”. In the context of this feambdzty study, Milliman should have’
considered the possabxhty that LAFC would not be able to successfirlly attract the Jevel.
of enrollment necessary for LAHC to remain viable as an entity.

2 Paragraphs 3.4:3 and 3.4:6 of ASOP No. § deal’ with claim imorbidity and health cost

trénds. Given the enormous level of uncertamty with réspect tothe clainy marbldzty of’
the populatxon that would becovered under the ACA. (mcludmg many individuals who-
were: prewousiy uninstirable due to known medical conditions), Milliman should have
generated economic- scenarios that considered the possibility that the loss ratio of
LAHC ‘would have exceed 91%. Established insurance entities with statxstxcally
credible claim experience will occasionally misprice their insurance products with
resulting loss ratios exceeding 100%. Milliman should have recogmzed that high loss:

rgtios were a very real possibility {given the known uncertainty of the covered
papulatmn) for LAHC and illustrateéd such scenarios’in the feasibility. study
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8D

Milliman’s failure to consider the. possibility of these adverse enrollmient and/or medical
loss ratio scenarios resulted ina feasibility study where every _s‘in.gle sic‘e‘:_nar‘iO"il_luétrated-ﬂlat'LﬁHC-
would be genérating significant casly earnings over the mid to long térm time period.. The only
quéstion to the reader of the feasibility study was how much toney would be eamed by_EAHC:’.‘

81.

Upon information and belief, Milliman conditioned payment for its prepatation. of LAHC's
feasibility study upon LAHC being awarded @ loan by CMSi. That is, Milliman would only receive -
payment for.its services. If LAHCs: efforts to. secure 4 loan from:CMS were successful, By
conditioning payment upon a successful result, Milliman riay have compromised its independence
as an actuary and thereby breached its duty to LAHC

82,

‘Based in large part on the work petformed by Milliman and relied upon by LAHC, in
September 2012, LAHC was awarded & loan to become  qualified nonprofit health insurance
issuer under the Consumer-Operated and Oriented Plan (CO-OP) Program established by Section
1322 of the ACA -azid'-app;{icabler regulations. In-other 'word_ss based in large part on the work
performed by Milliman and relied upon by LAHC, the federal government authorized a Start-up.
Loan of $12,426,560 to LAHC, and & Soivency-'Lgan 0£:$54,614,100 to LAHC.

R3..

In 6r.around November:2012, Milliman 'iifasrs_engag'-éd by Shilling on bekalf of LAHC to
“develop 2014 premmim rates in Louisiana™ for LAHC, This éngagement fetter dated November
13,2012, was addressed to Shilling as “Chief Executive” of LAHC and was signed by Shilling on’
behalf of LAHC on November 14, 2012,

84,

In the “Three Year Pro Forma-;_l{épo.rts*’ dated August 185, .2'0'113_, prepared by Miuim'ah and
‘relied upon by LAHC, Millian concluded and projected that, in general, LAHC would be
economically viable, able to remain financially. solvent, able _’ga"péy back i_‘ed_e'ral‘ loans withi,ﬁ_?t‘_hez
required time periods, and would be able to meet Louisiana’s solvency and reserve requirements.
In reliance upon Milliman® s:-pr'oféssional ~,s;arv5c:'es ‘anid-actuarial estimates and ;prbj ections; LAHC

set its premtum rate for 2014,

e
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85:

The actuarial wotk performed by Milliman for LAHC, including the feasibility study and

pro forma reports, were-unrel iablf.'f,, indccurate, -and'_ _nqit the result of carefiil, professional analysis:
86.

For instance, according to the actuarial work performied by Milliman and relied pon by
LAHC and the federal government as part of the ACA. précess';--Milliman'eéﬁ'niated that LAHC
would lose $1,892,000 in 2014 (e thiat LAHC’s net income in 2014 would: be negative:

- $1,892,000). In actuality, LAHC reported 'a~stamto;y~:ldss- of more thas $20 million in 2_{}'14_ (i,
LAHC:s statutory net income in 2014 was adiuaiiy.--n'egaﬁve-$20" million¥).. Milliman and LAHC's .
projections for 2014 were off by a factor of more than 10. ffi)r»?_ﬁl.ﬁ, Mi_lli’ﬁjaﬁ"is.pmj ections were
even-mopre inaccurate: although Millimanz--pmjéc_te&:thgt LAHC .__wot,x].'d earn $1,662,000 in 2015
(i.e., LAHC's net income in 2015 would .b_e.;pqsitivékﬂ;1-,662,-009); in actuality, LAHC répbrtéd.-é
statitory loss of mote than $54 million in 2015 @e,, LAHC s statutory net income in 2015 ‘was
actually negative §54 million+). Milliman and LAHC’s projections for 2015 were off by a factor
-of more than 32,

87.

Milliman owed a duty to Lﬁ;HC to exercise i‘t:fascﬂa_blg cza‘_re_._and'td é‘c_:t' in aécordatice with-

the professional __Staﬁ,dards applicablef.to-lagtuaxieé-ih,providing;'ifs services to LAHC,
88.

Milliman’s -actitarial mf_:mdrandﬁr_ns prepared as. paftfo'f' the 2014 rate filings for the:
individual and small group liries of business indicate that tHey assumed that LAHC ‘would achieve
providér discounts on their statewide PPO product that were equal to Blue Cross fBi’tije 'Shield of
Louisiana (“BCBSLA"™). No support was. provided for the basis-of this ass__umiiﬁbn.

89.

Provider discounts are a key-driver of the unit costs.of medical l'(nbn_iphanﬁa'c'}i) gxpenses
thatare inicurred by LAHC members.: Since providers (hospitals and physicians) fypically provide -
the largest insurance carriers with the highest (compared to-smaller carriers) -discjoxint_s éfﬁ billed.
charges, it was not reasonable for Milliman to agssurn'e". that a startzup insurarice entity with zero
enrollment would be in.a position to: negofiate provider discounts as, ImgeasBCBSLA ‘Siiite -
LAHC was iitilizing a rental network in 2014 (athet than building their nWH;:‘thwak);Milliﬁaﬁn

should have analyzed the level of discounts that would be present inthe sélected netvork (Verity
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Healthnet, -LL.C)" and quantify the difference beﬁ?_ve#nthes_é’disc’ounts and the: BCBSLA discounts
sinice 4 primary basis of the 2014 rate manual was fhe Jevel of 2013 BCBS‘L.A':rate's -for;thair'=zﬁ0§i_
popnl’a’rziz_ldi_vid_ﬁa] and small group products. | |
90.
‘When developing estimates of the level of insuted claims expensg-;oads_ for 2014, Milliman -
- would be guided by Actuarial Standard of Pragt'i(_;c (ASQP) No:5 #Iﬁn'cUrred;'I—Iealﬂl:ahd'Di_saﬁiiify-
Claims. - Paragraph 3.2.2 of A-S'OP' No. § states that the actuary should consider economic
influences ‘that affect the level of incurred claims. ASOP No. 5 specifically says that should
consider changes iri-managed care-contracts and provider fee schedule _chéﬁges;ﬁzhéﬁ dcve loping
estimates of incuired claims.-
9t
Based on a review-of the. LAHC actuarial memorandums for individual and small group,
upon cutrently available ihformaﬁon_ahd belief, no support has been provided for the assumption
that LAHC would achieve: provider .-disCoﬁﬁts‘ equal to BCBSLA. This assumption was not
reasonable; if Milliman assumed a lower level of provider 'discouﬁfs; thecal cp_l‘z_itcd_jjrerr_ﬁum rites
-would have been higher. As aresult, LAHC s statutory losses in 2014 would have been lower,
92,
Millinyan grossly underestimated the level of non-claim - expenses in 2014. ',Ih"-Mi’Hihlaﬁ;’;é .
2014 rate development, they assumed. that-the “per metnber per ‘manth” (PMPM) Ieval of
administrative expenses, taxes, and fees (non-claith expenses) would be $70.85 PMPM for the
individual line of business. For the small group line of business; the level of non-¢laim expenses-
built into the rate development was $87.00 PMPM.. Miufm_n‘ projécted total .fzdréz tember moniths
of 240,000 arid 96,000 for the individual and small group lines of business respectively.
23.
The.actual level of expenses in 2014 was significantly higher. ‘On a composite basis, the
PMPM level of non-claim expenses was $145.70. Total member months wer¢ 111,689 of which
98,9% were from the individual line of business: At 'Iéast.‘ipart' of the pricing error was due fo
Milliman significantly over-estimating the level of 2014 enrollment. For the component of LAHC
-expenses that wete fixed, the impact of this incorrect ’enrollﬁxent estimate would be thatthey would
-néed to be spread over a fewer number of members. This.weulci-:e‘s‘ult.‘in fﬁxa:si'g‘;ﬁﬁcantlj hxgher

level of expenses on a per memiber basis.
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94,
When developing expense loads for 2014, Milliman would be guided by Actuarial Standard:
of Practice (ASOP) No. 8 ~ Regulatory -Filings.fbf Health Benefits; Accident.& Health Instrance, .
and Bntities Providing Health Benefits. The following sections of ASOP-No. 8 are'relevant for
LAHC: | |

¢ Paragraph3.4.2 of ASOP'No. 8 states that the actuary “should consider the impact of
foture changes in the underlying covered popuianon ‘oti- the projected - ¢laims. These:-
changes may’ mclude, but are not limited. to, changes in demographics, risk profile, or
family compositian.”

 Paragraph3:4.4 of ASOP No. 8 instructs tHe actuary fo “use appropriate methods ard
.assumptions for calculating the non-benefit expenses component of premium: rates.
‘Possible methods mciude, but are not Timited to, the use of a target loss ratio or- the
estimation of expenses appropriately attributed to the health benafitona percentage of
premium or fixed-dollar basis, When esnmatmg the latter amounts, the actuary should-
consider the health plan entity’s own experience, reasonably antxcapated inteinal or
external futire events, inflation, . and ‘business plans, The. actuary may also consider
relevant external studies. The actuary should consider the reasonableness of the non:
benefit expense componént of premium rates xe]anve to projected expenses.”

95. |

While there clearly was uncertdinty about thé'Oye_r'all size of the cVaraHl_ACA Marketyplace, .
it was usireasonable for Milliran to assume that LAHC, as an unknown entity in {he Loisiana
heslth insuranice market, would be able to ‘eriroll. 28,000 members (20,000 iﬁdi#iduéﬂ- and 8,000"
small group)in the first year of operation.. While assuming a lower level of enrollment would have
resulted in higher premiums, Milliman was-aware that a éigﬁiﬁéant percentage of the individual
enrollment would be receiving government subsidies and thus would have limited-sensitivity to
pricing diffefence‘s;beﬁ#aen_;the various plans offered on the ACA exchange,

96

Assuming 100% individiial membiers, the impact of this expense mis‘éjéldﬁ!é't'ionji's 111 689

times ($145.70  $70.85), or about $8,4 million,
97.

When developing their ¢stimate of the level of Risk Adj ustrhent. (“RA”) transfer payments
to build irito the 2014 premium rates, _M_illim_an-aSsuniedf.:m'at there would be no difference in
coding intensity between ‘-LAH:C:-_and the othier insirance carriers in the State of Louisiana. This
assumption was not-reasonable as Mﬂhman should havr: km.ovm that & stall startmup health
insurance carrier would be in no position o code clanns as efhczenﬂy as Blue Cross Blue Sh:eld

- -of Louisiana (*BCBSLA") dnd other established ingurance carriers.
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98.

Whatever diff’e‘fené:’e- that Milliman assumed as the true morbidity differerice between the:
‘members that LAHC would Len_i‘ﬂll and tl_ﬁe ‘average state enrollment, it was: jrio_,t;:éa’seﬂablé 1;0
agsume that theré: would be no difference in claim coding intensity, If Milliman had assumed a-
lower: level.of '-codiﬁg- intensity for LAHC, this would have resulted-in :a Tower: assumed average
risk $core for LAHC for 2014, As aresult, the calculated premiums would have been higher.

© 99,

When developing estimates Q‘f average LAHC risk s;éorﬁssfaﬂ_()l 4, Millinan would have-
‘been guided by Actuarial Standard of :P'rac:tiéé?(ﬁsOP)__'NO;_.45“w'1*-he_: Use:of Heaiﬁh{-zS_’catus_‘_‘Baseﬂ
‘Risk -A&jﬁsﬁneﬁt Me‘thodnib_g:ie's-. The following sections of ASOP No, 45 are relevant for LAHC.
with respect to the estimation of relative coding intensity:

# Paragraph 3.2.3 states that “Becauss rigk" acijustment model results are affected by the
accuracy and completeness of diagnosis codes or services coded, the actuary should
consider the impact of differences in the gceuracy and completeneéss of coding across
organizations-and time periods.”

100.

There is no indication thatany meanirigful assessment .of:LAHC-'blaifn’t:c&ing capabilities
took. place by Milliman which resulted in- the unreasonable assumption that LAHCS :codin'é-
‘efficacy would be the same as Targer established healﬁi_iﬁ'sm-ant:e, carriers which. have: years of.
experience paying ¢laims optimizing the:RA coding for some of _fhdse claimg under othér RA
programs‘such.as the long establishied RA program inthe Medicare Advantage product..

101.

In their 2014 rating; Milliman assumed that LAHC w.ould-afdnial_ly ‘receive $3 20 PMPM.
for the individual line of business and $0.00 for ”{hs:-:small"ﬁg:foup' line of _buéiness; _;In_ﬁf':mality;_jtﬁe
company was asséssed:a 2014 RA liability of -$7,-45.6;986;énd'$36,-622 for thé individnal and small
group. lines of business respectively in June 2015 by the Center for Medicare and ';:M'edihaid :
Services (CMS). If Milliman had used a'more redsonable assumptior: with respect to claitn coding
intensity, some of thig liability would have been built into 1h¢,20.i4‘ pre__mium rates.

102.

Milliman breached its duty by failidg to discharge its duties to LAHC with reasonable care,

and to ‘act in accordance with the professional” standards applicable to actuaries, by failing to

~produce’a feasibility study that was accurate and reliable; gﬁyjfai.ling;,to_ set premium rates for LAHC



that -were-accurate and reliable; and, in geéneral, by failing to exercise. the reasonable judgment
expected of professional actuariés under like cir“cm_ﬁstanc;s; : |
103..

?Millimanis;féilurc to exercise reasonable care, and its failure 16 act ii:i:acl:cordai}{';e with the
professional standards applicable to actuaries, and its breach of contract, was ﬂxé-légél cause-ofall
of; or substantially all of; LAHC’s damages as set forth herein.

104..

At all relevant times, Buck held itself out as having expertise to provide actuarial services

and advice to health insurers like LAHC.,
s

Inor around March 2014, Buck was engaged by LAHC to perform “certain actuarial and
consulting services” for LAHG, including but not lindited to: a.zeview of the actyarial ‘work
previously performed by Milliman, “develop cost models to prepare. 2015 rates. for Public
Excharige;” “present target rates for review and revision,” “review and price niew plan designs,”
and “prepare and -subnﬁt rate filings and a'ss'is.t*'?. LAHC with “state rateﬁﬁng”mﬂiLDI ..ﬁBuﬁk’ 5.
engagement letter was signed by Powers on behalf of LAHC on April4,2014, and had an effective
date of April 1,2014. On or about December 1, 2014, this contract was amended, inter.alia, to
extend the term of Buek's enpagement through Novémber 30, 2015, and provided for an additional
fee of $380,000 to be paid to Buck for its actuarial services provided to LAHC

106.

On ar sbout April 2, 2015, Buck issued its “Statement of Acmariai-épiﬁijan’i’ tor LAHC
which was relied upon by LAHC and used to support its péﬁcdfé AGA-'f&pbrﬁﬁé-ireqziireméntslid:.
the federal government. In Buck’s actuarial cpmmn, “thie Maréh "2'0'15 ‘pxjd forma financial report
isa reasonable projection of LAHC’ s. f‘man’cial_pas_itfdn,._suﬁjcctfto‘. the;_Quaii_fic.a'__tﬁoh”s noted 'Be‘I_ov;i_”f
In effect, Buck vouched for LAHC’s economiic health and - coﬁtinuin_g’ j'iabiiity... Buck's
professional opinion was. ciéarl_y inaceurate: and unreliable. _‘.I;AHC.woﬁ'l_d'-rélbsﬁ_ﬁi‘tsl doors about
three (3) months afier Buck issued ifs April report, andLAHC would ultimately lose marar;tﬁén,

‘approximately $54 million i ‘2'0'15, alone.

30 -



107.

The actuarial work. performed by Buck was unrehable, maccurate ‘and not. the result of”
careful, professional analysis. Furthermore, upon mfounatlon and behef Buck tnay have bcen
unqualified, given its limited experience with insurerslike LAHC, to p'x_*_ovi_d‘e actuarial servites to
LAHC,

108.

Buck owed a.duty to LAHC to-exercise reasonable cate, and to 'act"in'.ac'qardanca'with' the -

professional standards applicable to actuariesin .pro\_iidi'ﬁg‘{ its services to LAHC.
109:

Whezi‘]Buékdcchoped- individual and small group premium rates for 2015, they essentially
_‘cli"sreg__ardcd.:ﬁmc'laim.-expaﬁ_ence-thatﬂhad”emerged.ﬁ'om'thé-s'tart-o’fLAHG‘-Q@mﬁoﬁs-_Qn January
1, 2014 until the filing was finalized in August 2014, Buck's -éx}jiaﬁatidnffa’rsnct utilizing the
claifm experience was that it was not statistically credible. Although the claim data was not fully
credible, it was unreasonable for Buck to-completely disregard LAHC s claim data.and incurred
claim estimates that were made for statutory financial reporting,

11 (1R _

When analyzing credibility of claim data, the actuary would be guided by --Aﬁtua'rial
Standard of Practice (ASOP)No. 25— Credi-bility Procedurés. ASOPNo. 25 discussesthe C'cricep;
of two types of experience:

&  Subject experiénce - A specific set - of data drawn from . the experience under
consideration for the purpose of predicting the parameter under- st‘udy

s Relevant Experienice - Sets of data, that include data other than the subject experience;
that, in the actuary’s judgment, are predictive of the parameter under study (including
‘but not limited to loss ratios, claims; mortality, payment patterns, persistency, or
experises). Relevarit experience may include subject: experience ds g subset,
11,

‘For the 2015 pricing exercise, the Subject Experisnce would bé the LAHC clairns data and'
the Relevant Experience was the manual claim data {obtained from Optum) that Buck used to
develop rates for 2015. B uck judgmentally applied _,'_-thmugh'-atcré&jhi_lity pxo‘ce&ﬁi‘e', 100%. Wei:ghf
to.the manual claim data (Relevant Experience) and 0% weight to the setual claim expetience of

LAHC.
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112,

By the time the 2015 rate filing was submitted, LAHC would have already :p'fepagedﬁ't_he‘iif
June 30, 2014 statutory financial statements that reporied a level of mcurred claims of $23.3
million-gross of Cost Sharing Reductions (CSR), This level on claitns, on a per capita level,
implies that LAHC would need 4 rate increase. i the range of at Jeast 40%. Theincurred claim
‘estimate prepared for statutory reporting effectively amounts to'a data set of “Subject Experierice”
that:was ignored by Buck.

13,
ASOP. I;'Io 25 pmides 'the- foilowing guidance tb-ac'tuzi'ries‘:
e Paragraph 3.2 states that “The actuary should use an approprlate aredszhty procedure:

when determmmg if the subject expmence has full credtbﬂziy or when blending the
subject experience with the felevant experience.”

» Parapraph 3.4 -states that “The actuary should use: proféssional - Juﬂgmcnt ‘when’
selecting, developing, or usmg a credibility proccdure »

f14,

Buck's professional judgement in this case was:{o completely disregard the LAHC 'ﬁﬁfa.
that was. available: because they concluded. that it had no predictive ‘value in their cre&ibii'ity"
procedure. They arrived. at this conclusion even’ though the filed rate ‘increase for 2015 was
:inconéistcnt with the necessary rate increase that was implied by the iricuﬁé& claufn estimates
reported on.the LAHC statutory financial statements,

115,

At the time the 2015 raté filing was submiitted in August 2014, there weie already claims
incurred and paid in the period from 1/1/2014°to ‘6/3?0!2@21.4 of $220 Pi\/IPM:'_(paid=‘ﬂuough July
2014y gross of Cost Sharing Reduction subsidies (‘CSR™), It-was readily apparetit that there were
very significant claim adjudication issues with LAHC?S TPA and that fhe actual ultiniate level of |
ireurred claims would be significantly higher than $220 PMPM and much hlgher than Buck’s'
estimaté of the manual Ievel of LAHC claims,

116,

Buck undérestimated the level of non-claim expenses-in 2015, T ﬁuck’s 2015 rate-
develdpmeﬁt,- they assumed that the “per member per month” (PMPM) lléval;;of’fad‘mini'sfréﬁve'"
“expenses, taxes, and fees (non-claim expenses) would be $96.24 PMPM for the individual line of

‘business: For the small group line of business, the level of non-claim ‘_expeqsegfﬁuﬂ}; into the rate



deyelopment was $96.70 PMPM, Per Buck, the'expense load was based: o‘ﬁ a May 2014 expense
budget that was prepared .'by -LAHC.
| 117.

When developing expense loads for 2015, Buck wold bé guided by Actuarial --Standaxd?df
Practice. (ASOP} No.:8— Regulatory Filings for-Health Benefits Accident & I-Ieaith Insurance;:
and Entities Prcv;dmg Health Benefits. The following sections of ASOP No, 8-are relevant for
LAHC:

¢ Paragraph 3.4.2 of ASOP No. § states that the Betuary “should ‘considerthe. 1rnpact of

future changes in the underlying covered populatmn on the pmjected claims, These-

changes may include, but are not limited to, changes in- demographxcs tisk proﬁia of
family composition™.

s Paragraph 3.4.4 of ASOP No 8 instriicts the actuary to “nse approptiate methods and
assumptions for caloulating the non-benefit expenses component of premiuin rates.,
Possible methods include; but are-niot limited to, the use of a target loss ratio or the
estimation of expenses appmpnately attributed to the: health benefit orra percentage of
premium or. ﬁxe&daliar basis. When esnmatmg ‘the latter ardounts, the actuary should.
consider the health plan. entity’s own experience, reasonabiy anticipated inferal or
exterrial future events, inflation, and business plans. The:dctuary may also’ consider.
relevant external ‘studies. The actuary should consider the reasonableness Of the non-
benefit expense component of prémium rates relative to projected: expenses

118,

The actual level of expenses in 2015 was moderately higher. On a composite: basis, the
PMPM level of non-claim expenses-was $111.05. Total member months were 165,682 of which
99.4% were from the individual line of business.

119,

When developing their estimate of the lével of Risk Adjustiment (“RA® "ytransfer payments
to build intd the -_;‘_20_15; prernium rates, Buck assumed that there would beno fdifféIEncq it coding
intensity between LAHC and, the -other insurance carriers in. the State ‘of Louisiana. This
assumption was not reasonable as Ruck should have known tha‘t;a:smali :étar‘t:-up, health instrance
carrier would: be in no position to code ‘claims ‘as efficiéntly as BCBSLA. aid ‘other‘established
insurance cartiers.

120,

Whatever difference that Buck” assumed as the trie morbidity djifgfenée between the
_memij‘e‘t;s that LAHC Wa_uid cnroll and the average statesenrollment, it wias, not reasonable jtg 3
assume that there would be no difference in claim coding intensity.’ If Buck had assured a lower
levelof -cading ?intgt;gi'ty for LAHC, this wowd‘havertésulté;dﬁ in lower a‘ssumadf'avera_geeri_sk soore

Afor LAHC for 2015. As a result, the calculated premiums would have been higher,
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121,

f_f;‘_their rate filing, Buck also noted that the average age of the LAHC énrollees was fower’
than the S,té'i{:: of Louisiana -'average, Since age.is -co'mﬁOn:ént of the.r;‘sk score calgulation, the
younger than average population provided some evidence that the average risk score forthe LAHC
would be lower than the state average. It was not reas‘énabfé for \Bucgic 1o ignore this known
difference in member ages between LAHC and the sta’cé'avéra‘ge‘.-- _

122,

Wheﬁ-.devel_c)ping-estiifnajtes of average LAHC risk scores for 2014, Buck would be giided -
by Actuarial Standard of Practice (ASOP) No. 45 — The Use. of Health Status Based Risk
Adjustment Methodologies. The following sections of ASOP No; 45.1s réi‘ajgaﬁt_-fo’_r LAHC with
respegt’m the esﬁméﬁon of relative coding intensity:

e Paragraph 3.2.3 states that “Because risk’ adjusmnent model results are affected by the
accuracy and completéness’ of diagnosis codes or services coded, the actuary-should
consider the impact of differences in the accuracy aﬂd completeriess of coding across.
organizations and time periods.”

123,

There 1§10 indic‘ation that any ‘mcani'ngﬁﬂ ;aéésessm’@t. of LAHCclmm c':odh_ihg ,capabi_IitieS-
took place by Buck which resulted in the unreasonable assumption that LAHC’s coding ?fﬁc_acy“r
‘woiild be the-same as larg@rres'tabli'shed héalt_h_ insurance carriers Whic‘;hihzivg_:year‘s: of experience
paying claims optimizing the RA coding for some ‘bf'those_'_claims hndet_éfher RA programs such
as the long established RA program in the Medicare Adv_a‘ntdge, prbduc_t-.-

124

Data Quality is also relevant with respect to _B’iick::_ignq_ring; t'hé-jlqmwa-demdgr_aphic_ ﬁata
‘when developing ar_!.'estimate-oﬁ-_tﬁe RA transfer payrn”entfthat-zs_hcmidi be built into: ‘the-ﬁ()lézs rates..
Paragraph 3.2 of ASOP No. 23 states “In-undertaking an analysis, the: actuary should consider.
‘-What data to use. The actuary should consider the scope of the a&signm:cnt-andiﬁe‘ inten&edf useof
the analysis being performed in ordet to defermine the nature of the data needed and the number
of Alternative data sets-or data sources, if any, to be considered,” Bécausexdémb‘gtaphic; data way:
available, Buck shotild have used it to build in some level o RA transfer payment just on that basis
alonie (Without regard for the codirig intensity issue).

125.
_in'théij” 2015 rating, Buck assumed that LAHC Woi;‘}'d have 430 RA kmsfﬁi-;payment; Tn.

actuality, the company was. assessed a 2015 RA liability of 58,658,833 and $177,963 for the
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indiyidﬁél and stnall g’fDUp lines of business respectively in June 2016 by the Centerfor Medicare
and Medicaid Services (CMS). 1 Buck had incorporated the .kncivn demographic information and
used ‘a more reasonable assumption with‘rfespec_t to-claim -"(;‘o_dingﬂc'i_ﬁtfensity,- somie of this habxhty
would have been built into the 2015 premium fates.

126. .

Buck breached its-duty by failing to discharge itsk;_ciut:fe_‘s':fq LAHC fﬁvﬁihﬁi‘_eﬁébriabie ‘care;
and to act in accordance with the proféssional standards :ﬁ"appnﬁ'c'ab_lﬁ.-'to actuaries, by failing ‘to
produce afeasibility study that was accurate and teliable, by failing ;o':sgg;prgrﬁium:raies for LAHC.
that were accurats-and reliable, and; in general, by'féili‘ng to.exercise the feaé'oﬁabidjﬁﬁghig&nt:
expected of professional actuaries under like circurnstances. |

127,

Buck’s failure to exercisé reasonable- care, -and its féiill:te, to act in -jéccdfdaﬁce with the
professional standards applicable to actuaries was the legal cause of all'ef, ot substantially all.of,
LAHC’s damages as set forth herein. ”

 Count Five: Negligent Misreptesentation
{Against the Actuary Defendants)

128.
Plaintiff repeats. and 're'al'le'_ges! each-and every faileg_aﬁdn set forth m the fbr;egoigg
paragraphs as if fully set forth herein,

Millisaan

129,
At all relevant times, Milliman held itself out as having expertise to --pfﬁvi_dé' actiarial
services and ‘advice to health insurers like LAHC,
130,
At all relevant times; Milliman held a special position of confidence and trust with respect
to LAHC,
131
LAHC justifiably expected Milliman fo. communicate with caré when advising LAHC
concerning its funding needs and the appropriate preminm for LAHC.
132
Milliman’s advice and/or reports-to LAHC aﬁ'd?pr LDI and/or CMS concerhing LAHC's.

funding needs vegligently mistepresented the actual funding needs and :Qrt’.-r'r?iil_im_ rates of LAHC;
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133.
Milliman had aduty to-provide accurate and up-to-daté information to LAHC that Milliman
knew ot should have known LAHC would rely on in niaking its decision concernirig the amoutit
of premium to charge poii_éyholdéi‘s.
134,

Atall relevant times, Buck held itself out as having expertise to provide actuarial services
-and adyice to instirets such as LAHC,

135..

At all relevant fimes, Buck held a'special position 6f.'conﬁ:deﬁc& and trust:with 'Jres;_ae'@t:_tﬁi
LAHC.

136.

:LAHC justifiably éxpected Buck to. communicate Wlth “care when aﬁ_viﬁsﬁ'xg LﬁHC
Eoncerning its funding needs and the: appropriate premium rates for LAHC.,

| 137..

Buck’s advice and/or reports to the LAHC and/or LDI and/or CMS conceming LAHC’s.

funding needs negligently misrepresented the actualfundiﬂg needs andprenuum rates of LAHC,
138.

Buck had a duty to provide accurate and up-to-date information to LAHC that Buck knew
or should have known LAHC would rely on in makmg jts -decision concefriingsthe“ amount of
premium to charge policyholders..

PRESCRIPTION AND DISCOVERY OF TORTIOUS CONDUCT
139,

Plaintiff shaws that LAHC was adversely dominated by tfhebeféndaﬁts named hereir, who
effectivély concealed the bases for the causes of action stated herein, Plamtxff ﬁid;ﬁo‘t discover the
causes.of action stated herein until well ‘after the Receiver was appointed and these matters were
investigated as part of the pending Receivership proceeding: .fuﬁherrnera;Rlaiﬁt’x'ffhadno}abi}itjy
to bring these actions prior to.receiving authority as & result of the' Receivarship-ordets entered
‘regarding LAHC. Further; norie of the créditors, claimants, policyliolders or members of LAHC
knew-orhad any reason to know of any cause of action for the acts and ém5383€?ﬂf_5.-dﬁ's.'cfii_?éafiﬁ‘thfs

Petition until after LAHC was placed into Receivership,
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140:
Plaintiff further shows that the activ_ities of .th‘é: Defenda_ﬁt-s -pamed. iiér'e_in ‘constituted
- continuing torts which began in 2011 and _cdnﬁﬂuéd--ﬁn&b&t’éd until .éHOﬂl;jf'.'Befélfe' LAHC was
placed into Réceiv"eiShip, ‘or at least in the c_asé of GRI, continued until its services were temiﬁatcd:
by LAHC in May 2016.
141,
Applicable statutes of limitations-and prescriptive/peremptive p‘@ﬁdds’i'ﬂid}nqi; commence
as to Plaintiff until shortly before LAHC was piac';i_d-"iﬁthgCeiv:e.r&fghi_ﬁp; at the ea,r}'ias.‘t'i
142
Further, according to applicable Louisiana law, '(’}'ﬁ(::‘ ﬂié_"CommiISS'ibnér of Insurance filed
suit seeking an order of rehabilitation regarding LAHC on September 1, 2015thc running of
prescription and preemption & to-all claims. in favor of LAHC was -iﬁuhédiétgly' stispended and.
tolled diing the pendency of the LAH@"Rcceiversfﬁp:p'r_c'):ée_eﬂing; LaRS. 222008(18)
JURY DEMAND
143,

Plaintiff is entitled 16 and hereby denands a trial by jury on all triable-igsues,

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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PRAYER FOR RELIEF
WHEREFORE, Plaintiff; James J. Donelon, Commissioner of Insurance. qu%hé State of
Louisiana m his capacity as Reﬁabilitath.of Louisiana Health Cooperative; Inc., throughhm duly.
appointed Receiver; Billy Bostick, prays and deménds that the Defendants named herein, Terry S,
Shill’in:g',‘GeQrge G. Cromer, Warmner L., Thomas, N;-William A. Oliver, .¢harlés_,D; Calvi, Patnck .
C. Powers, CGI Technologies and Solutions, Inc., Group Resources Incorporated, Beam Partners,
LLC, Milliman; Inc., Buck *‘Consulténts_, LLC, and -Travelgrs"fcasuai_tyﬁarid' Surety Corpany o.f :
America, be cited to appeat and answet, arid that upon a final hearing of the. cause, judgment be
‘entered against Defendants and in favor of Plaintiff for all compensable damages in an amourit
_re‘aSonaﬁI__e in the premises, ineludiﬁgf

a. All compensatory damages allowed by applicable law caused by Defendants’
-actionable conduet; '

b. the tecovery from Defendants of all administrative costs incurred asaresult of the
necessary rehabilitation and/or liquidation proceedings;

all fees, expenses; and compensation of any kind. paid byLAHC to-the D&O.
Defendants, Beam Partners, CGI, GRI, Milliman, and Buck:

d. allrecoverable costs and litigation expenses incurred herein;

e. all judicial interest;

a.ny and all attorneys’ fees recoverable pursuant to statute -axid/qr contract;

8 any and all equitable relief ta which Plaintiff m‘ajy -'é?péar :propérlj@ﬁtiﬂéd; and

H all further rolief to which Plaintiff may appear entitled.

‘Edward I. Walters, Jr,, La. Bar #13214-
Darrcl 1. Papillion, La. Bar #23243
David Abboud Thomas, La, Bar #22701
Jennifer Wise Moroux, La. Bar#31368
WALTERS, PAPILLION, :
THOMAS, CULLENS, LLC CERTIFIED
12345 Perkins Road, Bldg One TRUE COPY
Baton Rouge, LA 70810 . o
Phane: (225) 236-3636 Y
Facsimile: (225) 236-3650 n HOV 2 8 2015

o
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T EATENRE

~ PEPUTY/LLERK OF COURT.
[SERVICE INFORMATION ON FOLLOWING PAGES]
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PLEASE SERVE THE FOLLOWING DEFENDANTS WITH THE
PETITION FOR DAMAGES AND JURY DEMAND

AND FIRST SUPPLEMENTAL, AMENDING AND RESTATED PETITION
AS FOLLOWS e

TERRY S. SHILLING
‘VIA LONG ARM SERVICE
4271 Brookview Drive SE
Atlanta, GA 30339

GEORGE G. CROMER,
308 Margon Court
Slidell, LA 70458

‘WARNER L. THOMAS, IV
1514 Jefferson Highway
New Orleans, LA 70121

WILLIAM A. OLIVER
VIA LONG ARM SERVICE
345 Harbor Drive

Old Hickory, TN 37138

CHARLES D. CALVI
18437 E. Village Way Drive
Baton Rouge; LA 70810

PATRICK C. POWERS
9572 Wesson Street
Baton Rouge, LA 70809

CGI TECHNOLOGIES AND SOLUTIONS, INC
VIALONG ARM SERVICE -

Through its agent fot service of process;”
Corporation Service Company

2711 Centerville Road

Suite 400

Wilmington, DE 19808

GROUP RESOURCES INCORPORATED-
VIA LONG ARM SERVICE
Throughits-agent for service of process:
Philip H: Weener
5887 Glendridge Drive

Suite 275 -
Atlanta, GA 30328

BEAM PARTNERS, LLC

VIA LONG ARM SERVICE

Thmugh its agent for service of procass
Terry Shilling

2451 Cumberland Parkway, #3170 -
‘Allanta, GA 30339

TRAVELERS CASUALTY AND SURETY COMPANY OF AMERICA'
Through its agent for service of process:

LA Secretary of State

‘8585 Archives Avenue

‘Baton. Rouge LA 70809
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MILLIMAN, INC.
VIA LONG ARM SERVICE,

Through its agent for sérv'it:‘el“()fprdcessﬁ:;

CT Corporation System:
505 Union Avenue SE
Suite 120

Olympia, WA98501

BUCK CONSULTANTS, LLC
VIA LONG ARM SERVICE

Through its agent for service of process::

Corporation Service Company
2711 Centerville Road

‘Suite 400

‘Wilmington, DE 19808
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