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RULE NISI
LOUISIANA HEALTH COOPERATIVE NUMBER C651069 SECTION 22
REHABILITATOR
(Plaintiff) 19" JUDICIAL DISTRICT COURT
Vvs. ‘ PARISH OF EAST BATON ROUGE
TERRY S. SHILLING, ET AL STATE OF LOUISIANA
(Defendant)

TO0: LOUISIANA HEALTH COOPERATIVE REHABILITATOR,

JAMES J. BONELON, COMMISSIONER OF INSURANCE
THROUGH HIS COUNSEL OF RECORD:
J. E. CULLENS, JR.
12345 PERKINS RD., BLG. 1
BATON ROUGE, LA 70810

The Mover in this case filed a EXCEPTION OF PREMATURITY; RULE TO SHOW CAUSE;
MEMORANDUM which the Court granted. Certified copies of this document and the Court’s Order are
attached.

You MUST come to Court at 9:30 AM on MAY 30, 2017 in Room 10-D , 300 North Boulevard,
Baton Rouge, Louisiana, and show cause why:

*xx %% SEE ATTACHED ORDER * * * * %,

This Rule was issued by the Clerk of Court for East Baton Rouge Parish on 02-MAY-2017.
\ibbilg,
NSy g,

Requesting Attorney: FREDERIC THEODORE LE CLERCQ

SERVICE INFORMATION:

Received on the day of ,20 and on'the day of , 20 , served
on the above named party as follows:

PERSONAL SERVICE: On the party herein named at

DOMICILIARY SERVICE: On the within named , by leaving the same at his dqmicile
in this parish in the hands of , a person of suitable age and discretion residing in the said domicile at
DUE AND DILIGENT: After diligent search and inquiry, was unable to find the within named or
his domicile, or anyone legally authorized to represent him.

RETURNED: Parish of East Baton Rouge, this day of , 20
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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 S. 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

EXCEPTION OF PREMATURITY
OR, ALTERNATIVELY, MOTION TO STAY PROCEEDING
ON BEHALF OF BEAM PARTNERS, LLC

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.

PEC'D C.P.
MAY 02 2017
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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

7

tederic ThesddteTe Clereq (#23517)
ted@deutschkerrig m
Charles E. Leche (#08218)
Joanne Rinardo (#24201)
Isaac H. Ryan (#23925)
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

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 February, 2017.
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19TH JUDICIAL COURT FOR THE PARISH OF EASY 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 S. SHILLING, GEORGE G. CROMER, WARNER L. THOMAS, 1V, 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

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

& Z#T:lay of /n 28 , 2017, atg 30 a.m., why Beam Partner, LLC’s Exception of

Premat

or Altern ly, Motion to Stay should not be maintained and why this matter should
ISuge, Louisiana, this Zo day of ‘%, 2017.
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PLEASE SERVE

JAMES J. DONELON

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

JE. Cullens, Jr.

12345 Perkins Road, Bldg. One

Baton Rouge, LA 70810
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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 S. 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

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 arbitrate 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-OP’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 “37).



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.

IL Louisiana Healthcare CO-OP

The Louisiana Healthcare CO-OP applied with CMS for funding to establish a non-profit
health plan under the ACA. After alengthy 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 of 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 I, Part 3, § 1322(a)(2)(C)(i1)(1I).
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
Weré 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



reserves, the risk corridor shortfall that was announced 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" JDC placed the Healthcare CO-OP in rehabilitation “under the direction and control of the
Commissioner 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-OP, filed a Petition for Damages and Jury Demand suing various entities and individuals who
had operated the Healthcare CO-OP. (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 So.2d 437 (upheld requirement to arbitrate and arbitration award because of strong
policy favoring arbitration, thereby upholding the requirement to arbitrate); Snyder v. Belmont
Homes, Inc., 2004-0445 (La. App. 1 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 So.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 So.3d 179; dguillard v. Auction Management
Corp.,2004-2804 (La. 6/29/05), 908 So.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 FIA 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-OP 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, Y
54, Exhibit “E” and Supplemental Petition, 9 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 choice 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 Oil & 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 disp.utes. 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 1”*). 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”).

None of the three subsequent amendments modified or eliminated the Arbitration Provision.
(See Amendments, Exhibit “C”). In fact, Amendments 1, 2 and 3 provide that “[e]xcept as modified
herein, the Contract shall remain in full force and effect.” See Dufrene 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 So.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

29Y

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, 9 37, 51-69, Exhibit “E” and Supplemental
Petition, 9 41, 54-73, Exhibit “F”). In Y 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, § 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 So0.2d 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 So.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 commissioner 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
Jiquidator 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.

II. 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. International River Center v. Johns-Manville Sales Corporation, 02-3060 (La.
12/3/03), 861 So.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 Violation

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 not in
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. A4A 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,
3192 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 S0.2d 91, citing Ciaccio v. Cazayoux, 519 S0.2d 799 (La. App.
1 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. In this 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 it in

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, 1225-26, writ denied, 12-0230 (La.3/30/12), 85 So.3d 121.
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Management and Development Agreement
By and between Beam Partners LLC.
And the.
Loisiana Health Cooperative, Inc.

This Management and Development Agreement.(“Agreement”) is made as of’ the Effective Date,
by and between Beam Parimers LLC, a Georgia Limited Liability Company, having its principal
office at 2451 Cumberland Parkway, Suite 3170, Atlanta, GA 30339 (“Developer™)and the

Louisiana Health Cooperative, Inc., a Louisisna nonprofit corporstion located at 3445 North
Causeway Blvd, Suite 301A, Metairie, LA ‘?0{302 {the “Cooperative”)

Recxmis

WHERﬁAS the Cooperative has been organized to operaté asa qnaiif'ed mnprcf‘ t health

insurance issuer-within the mesning of Section 1322(::)(1) of the Affordable Care Act (Pub. L

111-148) (the “CO-OP Program"), offering hiealth insurance plans that assist provxders 16 delwer
hiigh quality health care to citizens of the State of Louisiang; and

WHEREAS, the Cooperative has had adequate opportunity to observe z}ze services pmvmnsly
pr&mded by Developer and found them to be satisfactory; and

WHEREAS the Cooperative approves of alt activities taken on its behalfm date; incliding. those
taken by the Develaper; and

'WHEREAS, Developer is-willing to provide or cause to be grovxdcd certain services to the
Cooperatwe as described below and in accordance with the terms set forth baiaw,

NOW, THEREFORE, in consideration of the mutual promises and covenants hercinafter set
forth, it s hereby- agmzd s follows:

Amcie L. Definitions
LL Apphcabie: Law

AN federal or state Taws, rules, regulations, and-administrative agency directives, such s :
Louisisna Deparfraent of Insurance or the federal: Departinént of Health.and Humarn Services.
(“HHS”) Consumer Operated-and Oriented Plan (“CO-OP™) program requirements for loan

recipients, including sub-regulatory standards such as instructions of guidelines that  govern or
regulatethe actions of the Cooperative or Developer, as apphcab}e

1,2 Applicable Regulatory Agency.

.Any federal agency or agency: of the State of Louisiana to the: extent that it has jurisdiction or

authority over the parties to this Agreement or its subject matfer, mciudmg but not limited to
HHS and the Louisisna Department of Insurance.

1.3 Developer Affiliate

Any persen or busmess entity that is employed hy or contracts wnh Develnper 1o ptovxde
services to Dew:!aper clients, including professional cmporations and “S” Corporations.

EXH.
llA!! |




‘14 Effective Date
The date this. Agreement becomes effective as indicated on the sxgnatm‘e page below..
1.5 Management and Support Services-

Those services described in Section 2.1, to be supplied by the Developer and. Bcveloper _
Affilintes in accordance with this Agreement, ‘I‘he Managcment #nd Support Services shall also
be: referred 1o #s the “Services.” ,

1.6 Performance Period

The period of HHS oversight under the CO-OP Program which includes ihe pcrxod dunng which
sny CO-OP Program loan is outstanding plus ten(10)years,

Article 2. Descnptlon of the Management and Support Semcw
2.1 Types of Services

For the term of this Agreement, Developer shall make available to the Cooperative the services
(“Services”) identified on Exhibit 1 as the Cooperative mdy from time to time request As the.
Cooperative’s business needs ctmnge, the: Coopmtm and Developer shall revise the description
of Services in Exhibit 1 in the manner described in Section 10,4, Administrative Sexvices shall
support the: day—m-day operation of the Eoopmnve s business, -

2.2 Pexsomxel

Developer shall make available to the Cooperative the Services described in Exhibit 1,
Developer shall assign its staffor Developer Affiliates to the Csoperabwe to provide such
Services, and to reportas appropriate directlyto the Chair of the Board or President and CEO of
the Cooperative or his designee, including the appropriate depamnem head of the: Cooperative, ,
and 1o carry out the Cooperative’s reasonable and lawful orders in connection with the furishing.
of such Services. Developer Affiliates may- be assigned on a part or full time basis 4nd shallbe:
compensated by, and shall remain as employees or consultants of Developer. Developer shall
ensure that it has appropnate contracts, including confidentiality agreements and busmess
associate agreements, witlyall Developer Affiliates.

2.2.1 Inaccordance with Section 10.4; Developer has supplied the Cooperative with a list of
Devclopcr Affiliates attached to this Agreumem: as Exhibit 5, as may be updated from time to
time by Developer, The Cooperative may review the credentials of any. proposed Developer
Affiliate and his or her specific qualifications to perform the Services. The Cooperative may -
request that a- speclﬁc DeveloperAffiliate: dtscnntmue services undcr this Agreement by
providing written notice to Developer.

222 ﬁe%loper warrants that its srrangements with Developer Affiliates entitle it to bill fm;
and receive payment for Services provided by such Developer Affiliates under this Agreemcnt,
Developer acknowledges that neither Developer nor Developer Affilistes are entitled toany ~
-employrent-related benefits from the Caoperative. Without Yimiting the generality of the prior:
sentence; Developer agrees that neither Developer nor Developer Affiliates are entitied to- v
‘medical; dental, bealth, pension or retivement, workers compensation or. sevnrancc benefits from:
the Coopcranve ,

2.3 Requests for and Timing of Seyvices



The Services shall be made available o the Cooperative in accordance with-requests: made by the
Cooperative and shall be performed by Developer Affi listesina reasonably prompt marner
subject to the requirements of Applicable Law and Applicable Regulatory Agencies, the
availability of personnel and the leve] of tasks generally demanded of them. The parties shall
extablish a pmjact plan conta:mng a detailed set of deliverables and due dates, axtached as
Exhibit 2. ‘Time is.of the essence irt the perfomance of the Services. '

2.4 Sﬁrecnmg for Individuals Excluded from I*‘f:dera! Programs

Developer agrees not to-employ or contract with an individual or entity that is-excluded from
participation in Medicare or Medicaid, or with an entity that employs or contracts with such an
excluded individual or entity. Developer agrees to maintain 2 system of ‘monitoring its '
employeesand. contractors to ensure compliance with this: requirement.

15 Performance Staadards for Admxmstrauw: Services

Developer shall anoperatc with the Cooperative to ensure that the Sewwes yerfnnmd by
.DevewperAmhates are in accordance with Applicable Law, consistent with the obligations of
the Cooperative in its agreements to arrange. for health services, including the CO-CP program,
free from undue influence from pre-existing health insurance issuers and in accordance with the
_perfoxmance standards in Exhibit 2. The parties ‘agree that ExKibit 2.shall be amended fiom time
-to tiine 25 the Cooperative requests specific services and the parties negotiate ﬁza performance:
standards applicable to each service.

Article 3. R.cs;;onsxb:hty for Oversight

The parties acimowledg: that the Coopetative is overseen by and accountable to CMS ash
participant in the CO-OP program and shall also be aceotntable to the Louisiana Department of
Insbirance as a licensed inisurer. The Ccoperatwe shall monitor the: operatmnal performante of
all Administrative Services on an ongoing basis through regular monitoring, comphancc
reporting or other tutually agreed upon methods, Developer agrees to cornply with the
Corrective Action Procedures set forth in Article 7. The Cooperative, being at risk and having
ultimate control and tesponsibility for the functions delegated to Developer, at il times shall.
‘have the ultimate authority with respect to all maters pertaining tothe bnsmess written
‘heretinder and to the general welfars of the. Cooperative.

31 ’I’he Caoperanve Remedy for Non~Comp§mnce

In addition to the Cooperative’s ability 1o request removal of an individual Developer Affiliate as
described in Section 2.2, the Cooperative shall have the right to terminate thig Agrcemem in.
-accordance with Section 7,2, if Developer or Dcvalopcr Affiliates fail to- comply in 2 material
manner with i) the. P&rfarmance Standards in Exhibit 2; ii) the Standards for-Arms: ngth
Transactions in Exhibit 3; or iii) the requirements of Applicable Law.

: 3 2 De}eganen by Deveioper

‘Developer shall not contract or subcontract respensxbﬁxty for any of the Services to any entity
othier than an approved Developer Affiliate without first obtaining written authorization from the.
Cooperative, including assurances that the Cooperative has received ; any required regulatory .
approvals. 1f Developer contracts or subcontracts responsibility for any of the Services to other

. thanan &pproveﬁ Dweioper Af‘f‘hm, Develoger shall (i} specify that the contractor or °
subcontractor shzﬂl comply in.a material mannerthh aﬂ Applicable Laws; {xi} prov:de for



‘oversipht to enstire that the contractor or subeontractor complies with its obhgatmns under the
ontract including exhibits, and with Appheable Law to the same extent as Developer M‘ﬁhates, '
(iii) ensure that the provisionsof Section'2.4 apply to such contractor or subcontractor; (iv)
obligate the contractor or subcontractor to maintain records:and allow audits to th& same extent
as requ;red by Section 3.3; and (v) provide that Developer or the Cdoparatwa their:
have the ability to terminiate the contractoror subcontractor's responsibilities:
determination by any of them that the Services are not being perfomed in a::cordance w&h this

Agreement.
3.3 Record Keeping:

The Cooperative shall keep records of the: semccs prowde& Deve‘laper shall iceep :teasonabie
tecords as évidence of the basis for its charges to the Cooperative and to document its '

'vperformance of the Services, incloding whethier and the extent fo which it met the Performance
Standards in Exhibit 2. Unlessapplicable: statuteg ormgulaﬁm.; require & longer time period,
Developer ghall retain and mamtam such records and any 1 reIated contracts for the permd in
Section 3.4, below.

3,4 Appﬁcable Regulatory Agency Audits and Direct Ar:cess

- Develo;zer shall allow the Cooperative access upon reasonable notice and at reasonable times to
examing records related to the performance of the Services, including books, contracts, medical
records; patient care documentation and other records related to the Services performed pursuant

o thxs Agmment Develope: agrecs to cooperat wxih any mﬁt request by a0 Apphcabie

v ..Accountmg Oﬁ'ce or thexr des:gm:zs wnh _;unsdmmn overthe subject of! thxs Agrcement, ,
including pcrmmmg on site audits and providing books and records to Such governmient agencies
directly or throigh the Cooperative until the end of the Performante Period o, if later, from the
date-of completion of any audit, evaluation or inspection, unless HHS determines that there is a
special need for retaining the records and gives notice at least 30 éays before the normial
disposition date; orif: i) the Cooperative has terminated participation in the CO-OP rogram; xi)
an allegation of fraud or other fanlt has been made involving the Developer; then for six (6) years.
following the final resolutian of the termination, dispute; fault or fraud allegation.

3.5 Data Submission

1f Developer submits data to any Applicable Regulatory Agency on hehalf of the Cavperative,
Eevziaper will certify to the Cooperative regarding the aceurasy, compietmess, dnd truthfulness -
of the datn and acknnwiedge that the data submitted on behalf of the: premuve wﬂt be used for

- purposes-of ﬁbtmmng Federal reimbursement.

36 thgahon to Report Noncompliance:

Develaper shall submit a written report to the Cdoperatwe within thirty (30) calendar days of
Devcicpet‘s kmwiedge of any and all ivil jndgments and other ad ed actions or decisions
~against Developer related to the delivery of any healtheare item or rélated service (regardless of
whether the ¢ivil judgment or other adjudicated action or dwxs:on is the: sub;ect ofa pendmg
appeai)

Article 4, Hc.alth Data Ser:.umy and anacy

41 Cpxsﬁ:;tepual~ Health Information




All health data or related information, whether stored éfectronically or on papet, dbout.
individnals enrofled in the Cooperative plans, prospects, members, emiployses, providers and
others is Confidential Information and subject to the tirms of this Agreement, Developer: shall,
and shail require all r)eveloper Affiliates and others prov:dmg Services under this Agreement to
treat all Protected Health Information as defined by the Health Insurance Pontability and
‘Accountzbility Act of 1996 “HIPAA™) and all related provisions, standards, policies, rales and
regulations, as proposed and adopted from time to time, with the same care s they protect thefr
own confidential information and in aceordance with all applicable Federal and state laws and
‘regulations, and syecxﬁcauy in accordance with HIPAA.

43 HIPAA Compliance and Business Associate Agreement:

‘The parties agres that to the extent that Protected Health Infematmn isdisclosed 1o nevelapemr
‘Developer Affilistes, the receiving. party will adhere to the health data and information privacy
policies and standards ss may be promulgated under HIPAA i final form, and as deemed to be
effective and apphcable, as well as with any and all apphcable health data or information privacy
-and security standards, rules, regulations and laws of the United States or of any states where the:
parties.conduct business, including without limitation any Cooperative privacy. and secutity
standards applicable to Developer’s operations. The parties further incorporate by reference, as

if fully stated herein, the Business Associate Addendum by and between the Cooperative and
Deve}aper, attached hereto as Exhibit 4 and the Data Secnmy Adﬂendum aﬁached a8 Exhibtt 7.

43 Retom of Health Information

Consistent with the teems of the Business Associate Addendum, upon the: termination of this
-Agreement, for whatever cause or reason, Developer shall and shall ensure that I)eveiaper ,
personnél and conitractors, promptly retur ta the Cooperative or its designated representativé or
destroy, all Protected Haalth Information except for programs, documents and materials

confidential to Uevefopcr ‘The terms, provisions and reprcsentauons contained in.this Article
-shall survive the termination 6f this. Agreement ‘Nothing in this Section 4. 3is mtended to
conflict with the recordkeeping requirements:in Sect:on 3. 3

4.4 Protection of Developer. Propnetary Information

The: C‘oopemuve agrees that'it wzﬂ be exposed 6 jnformation. tha! isnon-public, com;denﬁai
‘andfor proprietary in nature. stichi as financial, technical, process or other business i
‘ineluding processes. and: proprietary: software that wis developed by and is the ;rre-csxzs_
property of Developer (the “Confidential Information™), The: Cooperatm further scknowledges
that the Confidential Information has or may have competitive value in the market. Developer-
desires to preserve and protect the confidential nature of the Confidential Information. The
‘Cooperative acknowledges that disclosure.of the: Confidential Information would cause
Developer substantial and :rreparab}e harm. The Oonperanve agrees to receive and hold all such
Confidentis] Information in confidence, whethet presented in oral, electronic or written form and.
tanse it onty forthe purpose of performing the Services or evaluating the Services, irespective
of whether the information mdependently qualifies as entitled to legal protection, The
Cooperative shall not, without.the pnor written consent of Developer, sell, martket or disclose
{(ditectly or- mdxreeﬂy, in wholé-or in part) Confidential Information to any third pérson, firm,
corporation, entity or association, or take: any action or make any disclosire that permits any
third person, firm, corporation; entity or association to use or benefit from such Confidential
Information. The Cooperative further agrees to.adhere to, and fuliy comply with, any additional

5



‘restrictions or limitations as may be specifically indicated on the disclosed doctxmems or
information, or as. may be otherwise communicated i writing by Dev:lcpet orits tepresentative.
“Such additiona] restrictions or limitations, or the lack thereof; on any documents or informarion
-disclosed by Developer shall not negate in ary way the general requirémeénts of this Agréement.

Article 5, -Charges for Services
5.1 ?ayment to Eeveicper As consxde:atxon for the Admxmstratwe Semces m be provided .

wuekiy st thié payment rate set forthin Exhibxt S on ar before m bi:éiness day foﬂewmg recelpt
" ofeach invoice.

Devetnper Tepiesents anid warrants that Developer isan mdependem contegetor and therefore no
taxes will be withheld from: payments made under this: Section, Developer understands and
agrees that it will be responsible for any and all federal, state and local taxes, if any, owed.on
such fees or for Services provided by Developer and Developer Affiliates,

5.2  Developer Expenses

“The Cooperative shall pay the masonabie expenses of the ﬁeve‘{oper and Dnve!oper Afﬁimies, ifi
i) Developer submits expense reports documenting the expenses; i) all expenses incurred sre
‘consistent with the Cooperative's policies, €.g:, travel policies; and iif) the expenses are ¢ither
pnor«appmved by the Cooperative or provided for inthe Cuapcrahvc s budget, .

53  Member Hold Harmless. Developer agrees that it shall got hold members. kabie for fees
that are the ms;:onsxbxhty of the Cooperative, Developer agrees that in no event, incfndmg, but
~ niot limited to, nonpayment by the Cooperative, the Coopetative’s insolvency, of breach of the.
‘Agreement with ﬁevele;mr shall Developer, or its subcontractors; bill, charge, orcollect a
deposit from, seek compensation, remuneration, reimbursement or. payment from, or have:
‘recourse against, raembers for covered services. prowded pursugnt to this Agreemmt

54  TFederal Funds. Developer acknowledges that payments made under ﬂus Agraement shall
be made, im-whole or in-part, with federal funds. '

Article 6. Responsibility

6.1 Relationship of Parties

Nothing in'this Apreement shall'be construed as (a) an assumption by Developer of any
obhgatmn or legal duty of the Cooperative; (b) a: guarantee of the success of the Cooperative’s
operations; {c) an-assumption by Déveloper of any financial obligation of the Coaperative; (d)
the creation of any relationship of employment between the Coopemwc and emplccya& or
‘consultants of Developer, Developer Affiliatesor associated companies; (a} an assomption: by
Developer of any responsibility for the work performed by outside suppliers employed by the
Cooperative at the suggestion or recominendation of Developer; or (f) the detgganon of any
function-or authority of the Cooperative to Developer orany Developer Affiliate; it Being -
‘understood thit Developer will make recommendations dnd offer advice pursuant to this
‘Apreement; but that all decisions with respect thereto and otherwise shall be and remain
dependent upon apprcpnate action of the Board: of szctors or the authorized officers of the
Coop:ratm



6.2 Compliance with Developer Agreements and Applicable Law

The Cooperative shall negotiate and administer all agreements with empinyers, subscribers,
._provxﬂers and heaith insurance exnhxnges‘ ’I’hé Ccoperatz\re mamwms u!txmaie respgnsrblitt}r for
'tennmate or: modxfy the obli gatrcns ofthe. Caupmmc set foﬂh inits agrecmenl with- auy
_employer, subscrxber, provider or health: insnmnce ‘exchange.

6.3 Ownetship of Technology

Except as agreed by the parties for innovations related to Sm:ccs pcrfo;rmed specrﬁoaﬂy forthe:
: Cmpmnve any patents, copyrights, trade secrets or other property rights arising out ofwork
performed by Developer or Developer Affiliates that is shared with, used foror used by. the
‘Cooperative or licensed to the Cooperative shall be the sole propesty of Cooperatrve

Atticle 7. The Cooperative Monitoring and. Ovexsrght

The Conperatwe shall be responsxble for monitoring the- ;:erfcrmance of Davelcper and
Developer Affiliates on an ongoing basis to verify that the performance standards applicable to
the. Admimsmtwe Services as.set forth in Exhibit 2 are being met.

7.1.CAP Pmce&ure

, 'Ifthe Cooptratwe detérmines, in its sole reasonable dsscrctwn, that Devclcper is not performing
a Service it accordance with Applicable Law, this Agreement including Exhibits; or the
Caaperanw: pchcxes pmcedums ‘or’ m:erpmtanons, the: foﬂawmg procedures shall apply

A. The Cooperative shall i issuea corrective action request {“CAR") to Developer; -

B. . Uponreceiptofthe CAR, Developer must: (i) if reasonable and possible, take immediate -
' action if such is indicated in the CAR,. (u) submiit to the Cooperative a corrective action.
plan (“CAP™), within thirty (30) business days (unless otherwise specifie jed in the: CAR)
that includes specific time frames for achieving compliance;

€. Developer shall xmmedxately 1mpiemem the CAP, provided that the Cmperatwe miay
eject (or amand) # CAP if it reasonably determines that such CAP is inadequate, Ifthe
"Cooperative rejects-a CAP, the Coaperative.and Dcvelopcr shall work fogether to. -
develop a mumally agreeabie CAP. The Cooperative may, at the Caopemtwe s expense,
audit Developer to determine. Davelnper’s comphanee with the CAP;

D, Ifthe partws canniot reach agreement ona CAP or in the eventof repeated ,

: noncompliance with any pravision 6f a CAP, then the. Cooperative, may in additionto
any other remedy provided hersunder, revake delégation of ane or hote Services that are
the subject of the CAR, identify 2 third party to perform such Service or assume
responsibility for performing the Sarvice subjact to the approval of any. Applicable
Regulatory Agency.

If I)eveloper fails to comply with a. CAP or notifies the Cooperattve that it has: determiried hat it

is unable to comply with-a CAP, then the Cooperative; in its sole érscreﬁon may take ong or ‘
moré-of the: foilmmng actions:

(2)  amendthetime to comply with a CAP;
(). increase the frequency of review and andits;



(¢  provide Developer. wﬁh the Cooperative's resources to perforxn ﬁmmans necessary 1o
compiy, ot

{(d) revokeanyor alt Services upon writien notice to Developer.
7.2 Immediate Revocation of Services
The Cooperative may revoke any Service inimediately upon notice if;

(2)  The Cooperative reasonably determines that Developer or Developer Affiliate(s), in
performing the Services; threatens the health or safety of a member, or fails to comply
with Appimble Law, ormay. subject the C’.oopcmm to regulatory or legalactions or
adverse actions fromany. Appiwab}e Regulatory- Agem:y o accreditation agency;.

(5)  Asadirectresult of Developer's performame of any Service, an Applicable Regulatory

' Agency acts or threatens to act to: issue an adverse finding against the Conperatzvz,
revoke the- Cooperative’s license; or terminate any contract with fhe Conpemhve,
impose any sanction or fine; or -

(c;); two (2) consecutive CARs fail to: resulrin Devglopzr achxcvmg substannal wmphame
" with the Cooperative’s requirements for the Service.

Article 8. Tenm-and Termination
8.1 Temm.

This Agreement: sha%l becorme effective on the Effective Date-and shall remain m full force and
effect ending at 11:59 on December 31, 2012, unless sooner terminated in sccordance w:zh this
Atticle 8. This Agreement may be renewed for one three morith period ending'o
2013 (the Renewal Term). If the Cooperative will not renew the Agreement forthe: Renewal
Term, the Cooperatwe shall give the Developer fifteen {15) days prior written. notnce

Therealter, this Agreement miay be renewed for spec:ﬁt: Services and specific: mtmls at'the
request of the Cooperative {(“Extended Terms").

8.2 Termination for Matenal Breach

Either party for a Material Breach by the other party may terminate this Agreement. Matanal
Breach shall be defined as (2) non-payment by the Cooperative of any amounts due under this
Agreement; (h) the occurrence of an event causing immediate revocation in sccordance with
Section 7.2;.(c) Develaper s failure to comply with Section 2.4; (d) Developer’s failure to
provide Services in: aceordance with Applicable Law or this Agreement orto.complete a CAPin.
accerdance thh Sectxon 7.1 (e} the Caoperatwe 's lass of 2 imnsa necessary to apcrate or loss

mkmg & genemt asszgnmmt for the heneﬁx of creditors, s&ffenng or pcrminmgthe appomnnent
of a receiver for its business or its assets, or availing itself of, or becoming subject fo, any
proceeding: under federal bankruptcy Taws or any state laws relating to insolvency ot the
protection of rights of ‘creditors; or (g) this contract is requxrqﬁ to be revoked because an
Applicable Regulatory Agency wzth Jjurisdiction overthe matter: dezezmmes that Devaiuper has.
not performed satisfactorily.

The: nomdcfmhmg party may terminate this Agreemenr for Material Breach by the other party
by giving written: notics of the reason for termination and effective datc fcr t%rzmnatxon If the



ragson for terrination is (a), {&).or (d) the non«-defaultmg party shall allow the defaulting party &
réasonable period to cure the default.

8.3 Termination Obligations

Upon termiination of this Apreement, thiere shall be: no further liability on the paﬁ of Daveioper
=,or the Cnepe.raxwe, zxcept for paymam‘s 0wed by the: Coapcraﬁvc 10 Deveioper pursnaxﬂ tmhls

. 'mch tennmauon, and (n) any costs: assocxated thh tha texmmatioxs and msnitmg transmon cf the
Cooperative's business; and (iii) the ab!iga’twns fhat survive fermination pursuant to Section 8.4,
Developer shail cooperate fully and use itg best efforts to suppnrt the transition of data and. any-
worksin-process ta the Caoperatwa orits designee,

8.4 Obligations: Kkﬂt Survive Termination
The fonowmg obhgatxons survive termination or pon-renewal of this Agreement for: any reason:

- Section 2.2, 2 - -Section 5.3;
- S@ct;lonli.}; : - Section 63
~ Section 3.4; - Bection &3..
= Atticled; = Section 8.4;
~ . Section5.1; - Section 10.5; and
-~ Section532; - Section 10.6.
Atticle 9. ﬁoti;;es;

9.1 Method and Addresses
Any fiotices required or permilted to be. given pursuam to this Agreemem shall be ngen in

writing and forwarded charges prepau} by registered or cemﬁed first-class pmail, and: addressed-
as follows:

I tothe Cooperative: Chair: 'of the Board of D:rectors

| | Louisiana Health Cooperative, Inc.

- 3445 North Causeway Blvd, Suite 3014, Meta;rxe, LA 70002
If1o Developer: : Terry Shilling, Member

- Beam Partners LLC

‘2451 Cumberland- Parkway, Suxte 3170

&tlanta GA 39339

All notices given hereunder shall be-deerned to have been received. by the party addizssed {a}
immediately upon personal delivery, (b) wuhm seven(7) days. after natice given by reg;stered or
certified U.S. mail.

9.2 Change of Addm‘s»



‘Either: party may give written notice for a change of address in accordﬁnne with th:s Section and
any notice or request 1o’ be given hereunder shal} be fomarded to the new address $0. provided..

Atticle 10. Miscellaneous
10.1 Entire Agrecment '

This Agreeragnt and. Exhibits constitutes the. entire: agreement betwcea the parties’ with respectio
the services described herein to be provided by Developer to the Cocperattve and supersedes all
previons negouatmns, commitments and wntmgs

10.2 Binding Nature of Agreement.

“This Agreement shalibe bmdmg upon and inure to the' beneﬁt oithe parz:es and their successors-
and assigns.

10.3 Assignment

‘This Agreement may not be assigned in. whole or in it by either party except with the prior
 ‘written consent of the other party and the receipt of 4}l spprovals required by Applicable Law.
Ay attempt to assign this Agreement in contravention of this Section shall be void and ofno-
effect. waxﬁxstmdmg the foregoing, Developer may assign tbis Agreement o 8 wholly owned
affiliate providing services tohealth plans, mcmdmg & private pumhasmg cntmmi.

104 Amanémem
Nexther th;s Agrement nor any of ite Exhibus may be: moﬁxﬁed or amendad except by 2 wntmg

=ei’fecnve until ithas received any reqmred appmvals oprphcabxe Reguiatmy Agencses.
Notwithstanding the foregoing, this Agreement shall be deemed aummatm?!y amended to.
conform 16 the requirements of Applicable Law.

10.5 Goveming Law

This Axgmcment shall be governed by and construed in accordance with th& !aws of: ﬂrxe Sm of
Louisiana, .

10.6 stpme Resgolution

The parties. agree that any ctaxm or dispute arising under, of. relstmg o this Agreement shall be.
resolved thron h‘*thxs dispute resolution process. Bither party may initiate the dispute tesolution
process by a written notice to the other and both parties shall yse reasonsble.efforts to atternpt to.
resolve the dispute informally and quickly. If Devmoper and the Cooperative areunable to
resoive the dispute through informal means aftera period of’ thirty (30) days, either may submit
the dispute to arbitration using the arbitration rulés of the American Health Lamrs stpuie
Resolution Service: [hitp/www, heaithlawycxs orgladt}, except to the extent that mw'xsmns in
this Apreement supersede promsfans inthose rulcs, thig Agmemc:nt shall control, If there
readily determinable amount in dispute and it is'$10,000 or less, 2 mg}e bitestor shali be 1
it'the amount exceeds $10,000 orcannot be madxly detemuned, the parties shall each select an
independent rav;eweriarhnramr with experience in the subject matter of the dispute. The two
reviewers/arbitrators shall seleot the third reviewet/arbitrator. The parties shall share the costs of
e arhmater(s} and any fee imposed by AHLA to use the servies: All other costs and expenses
“of the dispute resalution progess, including actual attorney's fees, shall be- pmd by the party that
: mcufred them, ’I‘he parties agree that the decision of the: nrbxtmncm pane’i i fimal, binding and

10
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Exhibit 1

Management and Support Services to be Made Available by Beam.

i)éve&opménr&rvices .

. ’Deveiaper shall provide the following Services to the Caoperative;
* Training and orienting the Board of Directors, as prawded in Exhibit 3;

* ' Developing the application for State licensure, ﬁ!mg and wOrkmg with thé State Insurance

Department to obtain approval of the license; -
* ‘Obtaining tax-exempt status for the Cooperative;

+  Developing a network of pmv:dcrs 1t meets the network access standards f'or the State;
*  Recruiting, verifying the credentials for and conducung initial mremews for qualified

- eandidates for positions at the Cooperative;

» Creatmg processes, systems and fomas for the operation for the Cooperative.

*  Identifying, negotiating and executing administrative services for the operation of the

: Headﬂoiﬁ\c}pmﬁéa‘ssand,,’Infgﬁnztianfrechmlégy--‘Caprﬂi‘héiﬁs’thﬁ*im'cm;xl

‘Cooperative,
Méngggmgm Services
Per the request of the Cooperative, Beam shall amrange Management Semccs to sapport the:
'foilowmg functions: .
Function [Ending date, |
-unless éxtended
k'_Ghi’ei' SX&UﬁVéOfﬁE&f ~Overall-Plan Managememmd advrce roncerning’ Y232 ‘
| Strategic direction. i
[Chief Financial ‘Ofﬁcermd-ﬂead of Finance — Overall Tinancial management, | 12531712
| plarming, repomng 1
;Head of Member and Gmup Servwes - Member enroﬂmcm, pn'bm: education 12312
and advice conceming strategi¢ direction » ’ 1
;-Comphance Support Gmdmce concernmg the tzqmmmmts of Apphcabie 1:2f3:if§’2. "
 Law and Applicable Regulatory Agencies S
"Head of Clinical Care - Benefit development, ?hatmacy Plan Management znd 3R
{ advice concerning strategic direction ‘ I
|12

Ex. et




operations of the Flan

Tiead of Provider Relations/Network Development ~ Network mamagement | 123112
| services, including: strategic direction, network. adeguacy and provider relations
. ‘mmat:vcs

:;E:e;femim::ggmmg‘s_pecifwgiojects-ssneeded — @B |

"Other fanctions, as equested by the Cooperabve . T
‘Support Services:

« Board orientation and training

* VendorOvm:ght ~ Business Process: Orgamzatmn (B?O), Pharmacy Benefits Manager
-(PBM)-or other delepated services

+ HCC Analysis, both prospective and retrospecnvr:

* Other functions, 2y agreed to by the parties

Reporting Requimnents'

As part of each request fm' Serv ices, Beam and the Cooperative shall agree on the tepm'tmg
requirements 1o accompany such Services. Ata minimmm; the. reporting, shall be sufficient 1o -
»_allow the Cooperstive fo provide overszght to'the Ccopemtxve in the performance of any.
»delegated functions.

Ex. 1-2




Exhibit 3 .
Standards for Arms" Lengxﬁ Transactions Bctwe.cnr Developer and the: Cmpmﬁve

1t is the intent of the pames that they conduct their interactions in 2ccordance with the principles.
and procedures in'this document. The: ‘purpose of° this-docoment is to establisha set of principles,
procedures and standards for interactions that will protect the Cooperative frem be:mg dominated
by Developer and to protect Dave’ioper from the: appearance of impropriety in ils interactions

~ with the Copperative, The parties fully expest that these pnncipias and procedures will, over
time result in an anms” length relstionship between the parties, For purposes of this Exhibit 3;
veferences to the “Cooperative” include the Cooperative's goveming Board and senior fevel
staff,

1} BeVelayer will perform all tasks assumed under the Agmement and wzil ensure that it
stmcmres :ts tasks to push pmgress repom and data ta the Coopmﬁva at reguiarty

2 addmon to’ ‘pnsh repens" Deve!oper w:ii stmcmte itg prq;ects usmg jts: mb—basegi
mkmg system and will allow access to its tracking reports related to the Cooperative o
Directors and individuals at the Cooperative responsible for monitoring the Services.

3y Develoger will provide the Cooperatsve with all information requested wnceming the
performance and activities of the Cooperative; individually and on a-comparative basis.
with other Cooperatives, ‘Examples of such information include information about the
fair market value of any coraponent of the Services, accepted industry. petfortance
standards for measuring the perfoimance of the Services.

.4} Developer will provide the Cooperative with complefe, accurafe and truthful. mfarmatmn
about its performance: to the best of Developer’s knowiedge

5) Developer will mamtam complete, accurate and deta:}ed records of its performance of the
Services.

&) 1f Developer is aware of additional information not requested by the Ccopetatzvc that is
typically requested or required or helpfil to assist the Cooperative to analyze its
“performiancs, Déveiaper will volunteer ﬂ')atmfomatitm 1o the Cooperative. -

7 To ensure Directors” active and knewlcdgeable pamczpamm i the oversight of the
* Cooperative, Developer will make aveilable a detailed orientation for all ﬁlrcctots,
including the Directors” duties of care, loyalty and obedience to Applicable Law, the
Cooperative’s formation documents, the: reqniremems for the CO-OP progra, work plan
for 1/1/2014, the milestones, how reponmg will oecur and how to access the mkmg
- system,

8) In addition to the general overview, Develcper will begm 1o train the Dxrectors onthe
compliance isques the Cooperative will face and its obligations under Applicable Law..

9) Developer acknowledpes that Directors; in the exercise of their duty of proper care, wxli
gpemdwai{y audit Developer’s records related to the Services, Developer shall cooperate
fully with audits by Directors or Cooperative. staff, whether performed: d:mcﬂy or
conducted by an agent-of the Cooperative.. Notwithstanding the foregoing, Developer
shall be entitled to require any auditor to agree to maintzin the confh dentiality of records
and proprietary information it encounters as a vesult of the audxt



mcludmg suhccntracmrs, to. dasclose ﬁoteutxai ccmﬂ:cts thh xhe Qeveiapzr, the
Cooperative or its executives of Directors. Developer shall document all such disclosed
potential conflicts and maintain thie.docunients:accessible to the Directors. Individuals
with conflicts shall be prohibited from participating in discussiotis on mattérs related to
the coniflict. For example, if Developer’s staff member owns an interest in & printing

: campany, this interest shail be disclosed and the staff member shal) be prohibited from
participating in discussions conceming the selection of the printer ~ whether the
discussion relates to sélection of the prmterbyDaveanerorby the Ceuperat*ve

Ibl)Dch)oper shall accuraté!y record and clcariy report the coststo. :he Cooperauvc far .

fmqnency as the Baard shall mquest,



Exhibit4 :
BUSINESS ASSOCIATE ADDENDUM
This Business Associate Addendum (“Addendom”) is effective asof Avpust 28,2012 and by -

and between Louisiana Health Cooperative, Inc. (“Cooperative”)and Beam Parmers LLC
(“Deveioper”}

Developer understands that as a result of the services that Developer will provide to. Ccopemtwe
under the Services Agreement, that Developer is a Business Associate of Cooperative as that

' termiis deéfined by Health Insurance Portability and Acm)untabxhty Act of 1996, 42 Us.C.
1320d, et seq. (“HIPAA")

Developer hereby agrees to.comply with the requirements ufthc Health hmrmnce Portab:hty and
- Accountability Act of 1996, 42 U.S.C. 13204, et seq. as smended by the Health Information
Technology for Economic'and Clinical Health Act (“HITECH”) and the regulations ‘promulpated
thereunderinchiding the Standards for Privacy of !ndm&uaﬁy Tdentifiable Health Information at
45 C.ER. Parts 160 and 164 (the “Privacy Rules™), and the Security Standards forthe Protection
-of Electronic Protected Health Information at 45 C. F.R. Parts 160 and 164 (statute and
repulations, as any of these are amended from time {o time, hereafter collectively referred to as
“HIPAA") as they apply o Protected Health Information and efectronic forms of Protected
'Health Information (collectively, “PHI") (as defined in 45 CER. 164.501) provided or made:
-available to Developer by Coaperative or created by Developer in the course of it§ services on
behslf of Cooperative, These requirements are deseribed below.

J.  GENERAL PRGVISIQNS

L1 Effect. Any ambiguity in-this Addendum or bctween this A&dendnmand the
contract with Developer, or between this Addcndum and the Services Agrcement shsli be
resolved to penmt Cooperative to comply with HIPAA. :

1.2, Change in Law/Amendment. Deve!opet Bgress. to take: such acnon asis hecessary ,
" ‘to:amend this Addendum from time to timeasis necessary to permit either party to ccmpiy
with the ‘requirements of HIPAA or othier applicable laws or regulanons

L3 ©Definitions. All capztaiized terms used herein and not otherwxsc deﬁned in this.
‘Addendum shall have the meanings established in HIPAA,
1.4 Responsibility for Developer Staff. Developer agrees to take all reasonable stcps

ta edﬁcste its employees and ather agents about the obligations of this Business Associste

reement. In addition, Developer agrees to supcrvise its employees and other- agents who
‘have access to PHI thraugh their work on behalf of Developer or their exposure to
Cooperative documents and dats 10 ensure that the obligations of this Business Associate
,A.grcemem aré fulfilled by each such employee oragent.

2. OBLIGATIONS OF BUSINESS ASSOCIATE ASSUMED BY m«:vamrm

21 Prolibition on Unauthorized: Use or Disclosure; ﬁevelnper aprees that it shallnot,
direstly or md;recﬂyf use or disclose or permit its staff to-use or disclose PHI provided,
ebtained from or otherwise made svailable by Cooperative {including: ‘through- ‘Developer) for
any purpose other than as expressly permitied or reqmred by this Adﬁmdum or.as required
by HIPAA orotherapplicable law. ,




2.2 Use and Disclosure of PHI Under Addendum. Except as otherwise Himited inthis
Addendom, Developer is permitted to use and/or disclose PHI it creates or receives from or
on behalf of Cooperative for the following purpasz(s} mansgerent and administrative.
services as set forth inand consistent with its obligations in the Services Agreement,
provided that such use or disclosure w:mld not viglate HIPAA if done. by C’oopzratwe, _

23 Useof PHIfor Mansgemcm Admrmsxrsuon and Legal Resmszbthties, Devaiep&r
mayuse and/or disclose PRI if

2.3.1  theuseis for (&) the proger mamgemem and administration of the Developer /
Business Associate or to earry out the legal rsspansxbﬂxt es of Business
Associate, or (b) to provide dita: aggrcganon services relating fo the ficalth carc.
operstions of Cooperative if such services are required under the Services.
Agreement; or

232 thedisclosure is for the proper managerent and aﬁmmfstratmn ofDeve!opur or
. to-carry out the legal responsibilities of Developer, provided (i) the disclosure is
Required by Law; or (il)(A) Developer obtains reasonable assurances from the

person or entity to whom PHIUis disclosed that PHIwill be held confidentially
_and tised or further disclosed by stich person or entity only. as Reqmred by Law
orforthe purposc(s} for which it was disclosed to such pers and {
 the person or entity to whom PHI is disclosed will use ali appmpnate afeguatds
to prevent the use or disclosure of PHL; and/(C) the person or entity to whom PHI
is disclosed immediately notifies Cooperative upon learaing: ofany Imzach of'the

confidentiality of such PHI,

24 ;‘Safeguards ‘Developer shall establish, implement, use and mamtam admxmstmnve
- physical and technical safeguards that reasonably and appropristely protect the.
conﬂdentzamy, integrity'and availability of and to prevent rion-permitted use or
disclosure of the PHI, mciudmg, without limitation: red flag compliance policies, -
- encrypting and securing PHI in accordance with the HHS “Guidance Specifying
Technologies and Methodologies that Render Protected Health Information
Unusable, Unreadable, or Indwpherable to Unauthorized Individuals”, establishing
appropriate-policies and procedures {and informing Cooperative of the same upon:
request) 16 ensure the privacy and security of all PHI disclosed to Develaper or
feceived, created, maintained or transmitted by Developer on behalf of Cooperative.

25 Mitigation. Developer shall have procedures in plam for mmgatmg, 16 the
maximum extent ;sractlcabie, any deleterioiis effect from the use or dlsc}‘osure of PHI
in & maniner contrary to this Addendum or HIPAA, including naﬁfymg‘ persons.
‘whose unisecured PRI is inappropriately disclosed, as required by applicable law.
Developer shall develop and implement a system of meaningfiil sanctions for any
employee, subcoritractor or agent of Dcve!opar who-violates thrs Ad&endum or
HIPAA.

2.6 Reports of Improper Use or Disclosure, Developer shall report to Cooperative
within five. ) business days of Deve!opcr‘s discovety, any use or disclosure of PHI not

‘pravided for or permitted by this Addendut by Developer or any of its officers, direstors,
employees, conimctors ot dgents; whether or not suchi disclosure 1 compmmlses the seczmty or



privacy.of any PHL In addition, Developer shall report fo: applwable regu !atory agencies .
when and as réquired by applicable law.

The report shall be in writing, giving notice, of the Imssxble breach; when discovered and:
shall include & rigk assessment of whether or not & breach occurred 25 a result of the i tmpmper r
-acquasxtwn‘ aceess, use or disclosure of PHI. 1f the disclosure compromises the: secufityor
privacy of the PHL, in other words, the disclosure i imposes a significant tisk of financial,
repuational or other harm to the individual, 2 breach has oecurred. The disclosure shall
include all information necessary to allow the Coopcrauvs to mekea legaliy sufﬁcmrxt
disclosure 1o affected individuals.

Factors the. Bus;;ness Associate should consider in the risk assessment include; (2) who used.
the PHI; (b) who received the PHI; (¢) whether the disclosure was to a covered entity ot
‘business associate of a covered entity; (d) whether evidence indicates that the PHI was
~accessed; (e) the nature of the information disclosed; and (f) whether the busxness associate

was gble to take immediate steps to mitigate the harm. ,

The risk assessment must be fact specific and documenited with the factors considered to
support the conclusion of whether or not 4 breach occutred. The repan shall soincludéany
other information to-allow the covered entity to determing if it will give notice to the :

individual(s). If; Deve!oper or a Developer agent causes or permits the breach,  Developer
‘shill be responsible for the cost of the notice to the individual(s). A possible breachis -
“discovered on the first day: Developer knows of the possible breach or would have knowrs
had it exercised regsonable diligence:

2.7 Records. Developer shall maintain records of PHI received from, or mted or
“received on behalf of, Cooperative and shall document subseqw:nt uses gnd’ d‘sclosu:rcs, _
except for (x) uses and disclosures for treatment, payment or healthcare opcratmns, (@i} uses
.and disclosures pursuant to 4 valid authorization from an Individual; of (iii) uses and
disclosures otherwise excepted from the acconnting requirement (see 45.CF.R. 164.528)
under HIPAA, made by Developcr Devcioper shall upon request provide Coaperatxvz with
-immediate access to. examine and. copy: such records and documents of Beve[oper during -
normal business hours,

28, ‘Becure Destruction. Deveinper shall securely destmy au_?}n The valid
destruction practice for paper, film or othér hard copy media is to shred or destmy insucha
‘way that the PHI cannot be-read or otherwise. teconstructed. Electronic media mustbe
cleared, purged or destroyed so that PHI cannot be retrieved consistent wzth NIST. Speczal

Publication 800-88 (available at hitp://www.csre.nist.gov),

2.9 Agreemients with Third Parties, Eeveiuper shall esiter into and maintain an apreement:
with sach agent and subcontractor that has or will have actess to PHI under which agreement
the agent or subcontractor is legally bound by the same restrictions with respect to PH that
apply to Developer pursuant 16 this Addendurs, Developer agrees to provide Cooperative
‘with dvance notice of any’ arrengement thatinvolves sharinig of PHI with a subcontractoror
delegate, and an oppodunity to approve the de{ﬁgahon 4 subcontmctmg arrat&gement.
Dcveicpemgrces to permit Cavperative, tipon reasonable request, fo review and: mspec‘t all
such subeontracts:with subcontractors snd agents in order to confirm Developer's:
‘compliance with this: Addendum, Devsloper further agrees will disclose to its:
subcontractors, agents.or -third parties, and request from CQapetatwe oniy the minimuin




'HIPAA conducted by the HHS Office of Civil Rights,
- body with jurisdiction, mciudmg, but not limited to; disclasing or providing sccess to oran.

necessary. PHI to perform or fulfill 3 specific { funiction réqmwd or permitted under such
subcontracts. Nothing in this Section 2.7 shall supersede: Secnens 1and 5 of the Bervices.
Agreement,

2.10 Accounting of Disclosutes, Within fii fleen (15) mlendar da ys of receipt of notice
{from Coopetative that it has received a request for an accounting of disclosures of: I’Hl in
accordance with HIPAA, Developer shall provxde to Coeperatwe ¥ mt‘ormazmn in :
Devx:l oper s pessessmn ﬂmt is requtred for the acmuntmg requ;réd by 45 C. F }L 164 SZZ(b)

'for cach dxsclasure (1) the date of the d:sclasmc' (n) the namc afeaeh:mnty or petsnn who,
received the PHI and, if knawn, the address of such enmy or person, (i) a brief description
of the PHI disclosed, and {iv) a brief statement of the. - purpose of such disclosure which
includes an. explanatzan of the basis for such diselosure, Ifan individoal’s request for an
acgounting is delivered dxrectly to Dcvelopﬂr Devdopcr shall within two (2) business days
of receipt forward such request to Cooperative. Developer agrees to. implémentan
approprxate record»keepmg process to enable it to mmply with the requu'emsnts of this
sectmn

211 Amendments. Developeragrees to make any amendment(s) to ;PHI; ina
Designated Record Set: that Cooperative directs or to which Cooperative agrees pursuant fo
45 CF.R. 164.526, at the request of Cooperative, and within five (5) business days of receipt
of such request. In the event an Individual's :eqnesi for an amendment is delivered directly to
Developer, Developer shall within two (2) business days of receipt notify’ Coopemnw: of
such request and coordinate with Cooperative any amendments to which Cooperative agrees.

212 Access to Information, Developer shall make available and provide Cooperative -
with aceess to an individual’s PHL in a. Des;gnazed Record Set in accordance with all of the
requirements set forth in HIPAA, Within five (5) business days of receipt ofa request by -
Cooperative for access to PHI contained in an individual’s Designated Record Set, Developer

shallprovide to Caoperaﬁve suchinformation, If any individual xequesfs acoess fo his or her

PHI directly from Developer, Developer shall within two (2) days of receiving such request,
forward such request to Cooperative and cocrd inate any responses or disclosures with
Caopemwe

213 Availability of Books and Records, Deve:!oper hereby agrees to make g internal
practices; baoks and records relatmg to the tise and disclosure of PHI received from, or

created or received by Developer on behalf of Cooperative available fo the Secretary of HHS

ot hisfher desxgnee (“Secmt&ry") in 2 time and manner designated by the Secretary, for
purposes:of determining Cooperative’s comphance with HIPAA. Developer agrees to
cooperate fully and in good faith with and to assist Cooperanve incomplying withthe
requirements of HIPAA and any investigation of Cooperative regarding complzaﬁve w;gh
orany other administrative or judicial

accounting of PHI as Cooperative may request. Developer further agrees to make available to
Cooperative its practices; books and recards relating 1o the tse and disclosure of . PHI within
five (5) business days of such reguest, for purposes of enabling Cooperaﬁva toy; determme

. Dcvciopcr 5 comphance with the terms of this Addendum.

SECURITY OBLIGATIONS



k¥ 5 ‘Sufeguards. Develcpcr agrees to xmplemant appmpnate admmxsmave, physical,
technical service and techmical secunty measures to ;:ro*:ect the integrity, confidentiality and
avaiiab:ﬁzy of arty PHI that it may receive, transmit or maintain as & resn!t of Deve}oper s
services on behalf of Cooperanve

32 Cumplx"ancc B&veloper agrees that all such s:cunty measures will be mnsxstent
with 45 CFR. 164 subpart C (HIPAA Security Rule) and in compliance with the: reqmremsms’ '
~of HIPAA Security Rule as of the effective date of the regulation and 25 smended from. txme
totime., .

33 Agents. Developer agrees to ensure that any agent, mciuémg & suhcontractar, to
‘whomm it provides PHI, agrees to implement reasonable and appwymm safeguards 1o pro:ecr
the mmgnzy, confi denaa!ﬁy and avazlabxhty of such PHI

34 Security Incidents, Dcvelopcr agrees 1o report to Cooperative any Scmrity
Incident (as defined by 45 CFR 164.304) cfwhmh it beccmes aware, a8 mqmred by 45 CFR
164314@E02N.

OBLIGATIONS OF COOPERATIVE

41 Changes. Cooperative shall provide Baveloper with any of the. t‘alinwmg, o
the extentit may.affect Developer's use or disclosure of PHI: & any immanon{s) in
Coogeratwe 's Notice of Privicy Practices; (b) any changes in, or revocation of, permission
"By an owner of PHI to use or disclose PHI: and {¢) any restriction to the use or disclosure of
PHI to which Caoperative has agreed in accordance with 45 CF.R. 164.522.

42 Cooperative shall not request Developer to usé or disclose PHLin any manner that
would hot be permissible under HIPAA if done by Ccscpemt:Ve

TERMINATION

54 Termination upon Breach.  Ifeither “party, in its reasona‘bi& d!screizor},
determines that the: other has violated a material ferm of this Addendum; the non-offending
party may terminste this Addendum and Developer's participstion under the Services
Agréement.. Upon such deterrnination, the non offending party shall at its option (a) require.
cure of the breach within five (5) days or/this Addendum shall be terminated if the: breach is
fiot cured to the reasonable satisfaction of the non-offending party, within. that periad; or (b}
xmmed:ately terminate the Addendum if & material term of this Addendur has been breached
~and cure is not possible, in the non off’ehdmgf panty’s reasonable discretion. Each party.
acknowiedgcs that if términation of this Addendum is not feasible in the non offending
party*s sole discretion, the non offendi ing party has the right fo. report the bneach tothe
Secretary.

52 Effectof 'I‘emxmataon.

5.2.1  Exceptas provxded i Section 5.2.2, upon termmatsors forany reastm of: i) this
Addendun; or i) the. Semces Agreenent, Developer shall return or destroy all PHI
received from Cooperative, or received or created by Daveloper ot behalf of Caoperative
in the time period directed by Cooperative. This provision shall apply to ‘PHI thatis in
the possession of subcontractors or agents of Developer. Developer shait Tetain 1o copies



of the PHI, including any eleotronic medium under | a(nlnpqr‘scusmayﬁrwnwi Aﬁ
ama ammmﬁ be it acordance with Sesti

' 6 ditermines that rehishing egtroying the PH1 3 ﬁotf’sa&ib“le,
Develo eiftmd&rsfmésmdngme&ﬂmti%&b&ﬁ extendithe pro mie
-such. PHI and Jimit further uses and disclosures of suck PHI to-thovepurpe 50}
_themum o dmuctim infeas:m% for'so Iongm ﬁmlbpermm;;‘ ngsuch ] m,

61 r%pmf:y Rughts. Developer bereby: acfmfswi”eégés that, isxbétwﬁﬁn Bwﬁq;ier and
Cooperative, all.PHI shall.be and shall: mam;wiegyﬂ ofCooperative,

6 2 No‘l‘h:xﬁ W?Beaeﬁciarfes Ho‘thing kxpms o Izﬁpiie&‘i‘a ?hfs Aﬂﬁzﬁ&mxﬁaﬂ
confer upon-any persony other than Developerand s‘;‘aagemﬁ%an trespactive
»}saecessm #nd- pemutmi m;gns, any rights, remedies, bisifgatzm or 1183l g

“rcme&y wpmxiaga uuderﬁus&d&eudm ball operate a3 : 4 sy
giy‘ _paft;ai exerc:ss by ﬁ?oopmtwe ofa nghf; temedy: crpnvﬂegepre&nd‘aany

each oﬁwh:éh s}xéﬂ be daemcd an {mgfnaf
n WESS WHBREOF tho Parlics have exccmcr t!ﬁ‘s Busim;s AbéaczateA&dgndum

E ’I"ﬁe‘ Mambcr
EM%%&&SWIZ




Exhibit’$

Initial Li'stanppr@Ved Devélggxﬁza!ﬁ@té%hd Corresponding Rates.

CONFIDENTIAL - EXEMPT FROM LOUISIANA FREEDOM OF 1NFORMAT10N ACT
DISCLOSURE. La, Rev. Stat. A, §44‘3 2

Beam Level

| Initially assipped.

1 Erxc Lel\éiatﬁi‘e

Representative LAHC Tils _ ‘Hourly Rate (§)
. | individuals | ,
' Member . Chxef Execuﬁve Ofﬁccr ‘Tmy Shiltmg mm
_éPriiiciﬁ#im ‘ Chxef Fmaucnai Offi ccr, Head of Fmance _‘ ':Lxsa Blumc | $}85
_Aésociézéii .’Ht}ﬁd‘qffun,cnQn,:;Pl‘ojéctvManagm‘ A;anfBayham . 515{)
. | Jim McHaney, |
JimKrainz
MarkGamry
[dim Pmman,
Jim Starnes
'Michael Hartnett | ‘
Associate . | Recruiter, Selected Staff personnel | KadnAnders | $l10]

Cooperative scknowledges that it has agreed to a list of milestones incorporated in the
Cooperative’s agreement with CMS. Beam agrees to monitor achicvement of these milestones
for the period(s) covered by this Agreement, At the end of a milestone reportmg period
(generally the close of & calendar quarter), and'in addition to the hourly rates billed sbove, Beam
shall be.entitled to bill and collect $15.00 per hour from the Cooperative for all hiours billed or
expended for 2 milestone due'in the reporting period if Beanachieves that milestone within the.
fimeframe noted foreach milestone, inclyding any grace: ;aenod allowed by CMS.

Cooperative further acknowledges Beam may assign individuals to projects or work.
-icontemp}ated under:this Agreement, upon reasonable notice to Cooperative.




Exhibit 6
Information Security Addendum

This Information:Security Addendum (“ISA"Y is made: pursuant to.and auached to'the
Deyelopment Agreement (the “Agreement”) executed by and between Beam Pariners LLC
(“Developer”) and the Louisiana Health Cooperative, Inc.,a Louistana nonprofit corparation
{"LAHC?”). If an express conflict arises between this ISA and the Agreement, the terms of this.
1SA shall control with respect to. the specxﬁc subject matter hereuf informiation security.
standards and mqmrcmcnts : .

WHEREAS, the Parties recognize thaz information secntity pracnces play an. :mpertam m!e in
their relationshig; and.

WHEREAS, the Parties wishi to memonahze those mférmatmu technology se;:nmy pracnces ’
which they will adhiere to;

NOW THEREFORE, LAHC and Developez hereby agree as follows:

L

2)

Overview: Developer has been retained to assist LAHC to become. aperatinnal, including
agsisting LAHC to {dentify and. select vendors, setting up LAHC's systems and ensuring
that the systems are integrated so that LAHC's interface with providers; employers, the

‘health insurance exehanges and envolleesis successfui The Parties agréethat:
g} Each-Party must comply with HIPAA privacy requirements and State of Louisiana

rules regarding privacy, and ensure data integrity at their respective organlzatiuns,

b} 'rhe Parties will execute a Business Assotiate if Developer will have actess toany
Pratected Health information in the course of performing the Services for LAHC;

c) Shared data will be limsited to de-identified Protected Health mfarmatwn uﬂiess all
-Parties detemine stherwise for specific inftiatives; and :

d} Data stored at LAHC shall be: treated ina mannerccnszstent with the HIPAA privacy
ruleand State of Louisiana rules governing privacy; and

€) ‘The Parties will comply with this ISA, as amended fram time to time to ensure’ that
their data is maintained securely,

Deﬁnltwns' Any term not defined herein shalr have the meaning ascribed to itin the
Agreement.

a) “Confidential Information”™ means:.

i) All past, présent and. fumre business acnvxties and ll infbrmaimn related’ to thci
business of eithér Party and its members and/or patients, that may be obtained from

any source, whether written or-oral, as well as trade secréts, all information on.any

Device or under the ovwnetship or contral of either Party or its Personniel or contained
in the Software on any Device.

iy Confidential Information also ‘includes any mfamtzon re!axmg o the. pricing;
software or technical nformation, hardware, methpds, processes, financial data, lists,
apparatus, stanstms PYOrat,. resaamh developmcnt or rélated information of a



Panty, its members and/or snrollees coacmmg “past, pres&nt or fisture business
activities, a:xdior the results of the prowsaon of ‘Servmes peri‘onned pursuant to the
Agrcamem

%1_1) Confidential Information does not inclide information that:

{1) Was previously published or is now ar becomes public: knc:w!edge ihrough no
fault of the other Pmy, or

(2) Can be established to have been made avaiiabie to:-the othsr Party, without
restriction on disclostre; by 2 third person not under oblxganon of &oﬁﬁdentxahty
with respect to the disclosed information; o v

{3) Can be established 1o have been mdependently developed by the other Party; or

'{4) Counstitules know-how which in ordinaty course becomes: 2ndmmgmshabia from
the know-how of the other Party; or

{5) Is in response to a-valid order by a coutt of comgemnt Jurisdiction or. othzrwzsc.
required by law.

b} “Device” meatis any personal computer, laptop. pa'sona% drgxtal assxstant {“PDA™;
mamfrsme, network, LAN, workstation or MFD,

) “Information Security” means protec:mg informatmn and information- systems. from, ,
unauthorized aceess, use, disclosure, disruption, modtﬁcatxon ordestmctxon.

d) *Multi-Fiinction Dévice” or "MFD” tneans an oﬁice machine which incorporates the
- functionality of multiple devices in one, mcludmg Lyp:caﬂy Pmmr;g, Scannmg,
- Photocopying, Faxingand / or E~maﬂ'ng

¢} “Party” shall mean either Developer or LAHC and "Partm“ shall mean both.

fy “Personai Campntm" or “PC" mieans any laptop, notebook, desktop, netbaok, or other
personal computing device: that is used to-access, Process or dxsp!ay information, This
definition: does -not include compntmg devices operating as servers in a hardened
conirolled aceess, secored datacentre.

g} “Personnel” means a Party’s employees or subcontractors,

h) Software includes all software, n‘nddlewam, finmware, groupware and Imcnsed internal
code whether owned or licensed currently or in the future accessed by'a Padty's personnel
by any direct or remote access method.

3) Best Practices:

a) Parties shall adhere to industry best practice standdrds re!ated to mformaiwn security
 relating to ity Devices and Software.

by Each Parry shall develop and mamtam a comprehensive control framework based upon
. generally accepted ‘bést practices using g standard set of controls, mciudmg commzrcxaﬂy'
-available and. wrdespread useof precautmnary measnres

©) Each Party shall secure access toits offices,
d) Each Pany shalf limit access to Confidential Information to authonzed Persmnei only,



¢) Each Party shall provrde periodic and mandatory !nformatxcm Secmnty trmmng to its
Personnel.

£) Bach Party shall ensure that commercially reasonable staridards are followed to limit

- Personnel access to view, copy, teansfer and edit data to the minimum necessary to allow

them to perform their required task, including Iag ins reqmmd to move fmm one: type of
file to another (e.g. clinical treatment to paymem)

‘g) Each Party shall [imit access to Confidential !nfoxmatmn fo the minimum necessary.
dataﬁet required to accomplish the intended purpose or use.

4) Security Policy

8) Hach Party shall develop and muintain compreherssive Infomatwn Security Paimy
(“Pﬁlmy %, which it shell review annually, or whenever there is a.matetial. changc ity
ptactices, Each Party shall desxgnate astaff rr(ember as its Security. Officér to maintain

- its Policy and shall monitor its Policy to ensure that it is re:asanably ca!culated to prevent»
* unauthorized access: The Palicy sha!i adldress at 8 minimum:.

i), Therole of the Secnrity Officer as the primary security liaison hetween the Partfes
-and as the individual: primarily respans:hin for ensming Information Secumy

il} - Access controls, m(:!udmg physicul and. electmmc acoess controls stich as pasSWords

iif) Security moritoring systems that xdenufy tzsars, locations and times and limit access
1o those who need access to perform their services,

iv) Use of unsecured wireless f“dehty (“WhF!”} or atiy othér unsesured wireless
technology by agents of either Parly.

v} Use of encryption.

viy Software ﬁpdatas and patches and use: of anti-virus scﬁwm‘e and virus 7 malware 4
spyware scanning.

vii) Firewalls.

viii)  Secure destruction: and disposal of devises, storage media fo!lnwmg National
Institute of Standards and Technology (“NIST”} Special Pubhcaﬁon 800-88.

ix) Procedures for recovering devices and. meéza from. Perseunel when their active
participation in the Services ends.

x): Processes to. detect, mitigate and report security breaches. .

xi) Policies to reguldte guest use. of systems and’ devwes and 10 establish security
pmmcols for guest access by incoming guests orby Personnel using other t‘acxlmes :

; xu)'fransfer or return ‘of all informationand coordinating the disconnection of all systems
- and devices: folkawmg the termination of this Agreement, ‘

5y Modification of Reqmremems‘ This ISA containg minimum standards intended to protect the
Parties" Confidential Information. Each Party remains responsible to. take any additional
precautions necessary to ensure that the Parties” confidential information is protécted from
unanthaorized disclosure and nse.



-6 The Partissiagreaithat s failure by-either Party: tomakesa gandﬁ?lh cffazt 205 ccmply with:this
IS A shall be grounds for termination of the Agreement,

N WLTRESSHEREO&&& -\m;msamgwm 33‘,’”31de51‘3th;,% M’Ic
cgused this ISA 1o be signed by their anthorized representative mmmmh%dam»fangwmg
ﬂmrsx@amxesgﬁgw

o LAHC:

}‘l‘sme Wartics Thomas :
Titles Chmr,scnfdnmmamm ‘I‘itlezMemﬁgz
‘Date: /o /@/{% . Effemve Dﬁtgfﬁngﬁsm,amz




19TH JUDICIAL COURT FOR THE PARISH OF EASY 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.

\

TERRY S. 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. Iam 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 I, Amendment 2, and Amendment 3. EXH

" B'l )




4, I signed the Agreement and Amendment 1, Amendment 2, and Amendment 3 ofthe
Agreement on behalf of and as a member of Beam.

5. The Agreement and Amendment 1, Amendment 2, and Amendment 3 attached to this
pleading are copies of the Agreement and Amendment 1, 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 in 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 correct to the best of my kn‘owledgev

S,
1‘5@@ SHILLING (7

SWORN TO AND SUBSCRIBED
BEFORE ME, THIS
DAY OF JANUARY 2017, o ?@é@;s :
/ B i
NOTARY "‘f}of u
£ O %




~ Amendment1
Tothe
- Maitrgement and DevilopfaontAgrecient
By and between Bepi Partners, LLC
Andtie.
Louisiana Health Caoperstive, Tnc:

'nns?:m Amendmerit to the Manageiment ¢ :md Devélapment Agrcembut 13 madc s vr ﬁw
Bitoetive Date below. :

Reaitsls

WHEREAS, o Management and Deyslopment Agreententisin effect hztweeﬂ B&mopr:r anci The:
(.mpemti%* and

WHEREAS, the Cooperative has had adequate opportunity fo ubstrve e services prcvwnsiy
provided by Developer and found them to be satisfactory; ard

WHEREAS, fhe patties desite to, amend the &gwmcmiﬁammﬁﬁma twith the téxms al’ ﬂus First
Ameﬂdamnf,

NOW, THEREFORE, -ftsxeax’&:gt@emexﬁiiaambndc@fés fotlows:

1) Section 8.1 isdeleted in fts futirétyand feplaced \‘wim 1o followingi
8.1 Terin. This Agteement siaai{ becnine effective vii the Efftetive Date and shall romain in full
force and eﬁ’cet ending at 11:59 on Marvh 31, 2013, unless sooner lcmima}ed inaccordance with

1his Artiole 8. Thereafter, liis Agresment may be renmﬁ Torspecific Sorvices #nd spocific
uxierva!s at the requiest of the Covpeative {“Extended Termis™),

2} Exhibit Lis deleted in its entivsty and seplaeed with the Ealiibll 1 altaszhcd hereto,

3)  Dxhibit Sisdeleted in its entivety and mp!mc? svith tie BExhibit 5 attaclied }mgez_a,

4)  Exceptasmiodified herein, e Agreement shallsomain in full foroe and effect,

~ IN WITNESS WHEREOF, flie Cooperativeand Developer have-oaused this first Amendmentto

besém\:feé by their tespestive duly aulbotived reprosentatives i e manner fegally binding -
upon thei as of the date fist above wrillen,

Lonisiana Helth Covperative, Tno, ‘Bﬁanil?axiﬂ#ixgl%léﬁi

Name: WMN&&. 4 ‘*f‘#ﬂm;;w& . vie: T
Chalr, Board of Dircstors: m'(»hmf Hxecutive Member:
Dater_{ RTIET Bffective 45 of: Decomber 31,2012

'EXH.
llCll




Bxhiibit ] — nsamended by Amendient T
Management and Suppatt: Sa)vmes’m beMade Availdble hy Beainy,
Developiient. Services
*  DBeveloper shill pruwﬁ& the following Services 1o the Cooperative;
* :rmmmg and.orienting the: Bnard of Directors; ns providedin Bxhrh:t 3

+ Daveloping the spplimim forState Hoenshie, i‘ﬁwg am_&xwmkmgxwh e Smw Insueance;

Department lo obliin approval of the lcense;
* Obmmmg tak-gxompt statis for the Cooperative;:

x ercpmgd ‘network. atpwvmms et iets tis sienvatk aseess sjaﬁéards o (o Statey
« Rectuitig, v:m@,mg the credentials forand: gmﬁu&ng*iiﬁtialmtermws forgualified

candidates forpositions at the Cooperative;
. 'Crealingplnuesses, sysloms and. ] forms: L@r o operation ferile: Cenpcralwc

. .vtﬁemifying,mgmmtmg aud: bxerzutmg ndmmlsﬁatxvc,smines for'the operation. of e

Coopérative;
Munagetiient Ssivives
Pertherequestof the Cooperative, Beam: s*hall anange Maaagwenf 3emi‘ces o supportthe
following functions:
'z:amzm | Ending:date
Chict Executrve Officer— Overnll Plan \fianagcmenf miti advice conecmmg {3313 |

{ steategic éircatmn

» thwrf?manual Ofﬁm_n and Head ol Finanee = Gvcxa{i finsneial mmagmncm,
3 pldzmmg‘ wpm{mg

1 Ieaﬂ of Member and Gmp Sm'vn:eb - Mcmim enraiimem,mb}w edwezt{wa md "

E gdwce canssmng mmiegw tirection.

Complimnee-Support- -Guidance concerning thie sequirenients of &yylxﬁabls Law
and ﬁpphtabie Regulatory Agencxes

‘Hedd of Clinical Cire: ~ Benefit deVeInpment Pharmncy Plag Management :md
gilvice concein] ngstiategl arrestiol

Head of chfatmns ovid 1 nfnmmﬁon l”cdnsﬁ}ogy (‘mrﬁimﬂ& f»’t‘;e mtamal
operationg of | thc Plan.,

Head ol Py owdc:chiaimns/thwark ncvcbpmcnt ~M1\vark managemcm serviecs;

1 inich ltdmi, strﬁtcgw {fuﬁcﬁm;, m:lwerk aﬂcqnacy and. pravxdfzrrclatmns Initidtives:

x, 11




: Project Managemem = apeu ilte; umz;cbib s nsiedey

| Human: Resemces Provide or amange for suppn“rtw;%h hmxxg benefits
ménagement andotlier humian yesomees processes

- Technology acqmsmausupparlwrmvida advmezandmfm matmn c&ucammg
‘ -ham&wafe for e mﬁastmmmm

| chgrﬁmcﬁons, a3 regtxnsted by ﬁ:e Cabpe::amra

fSu;mnrt  Serviess:,
- Bogd thaﬁmand Jraining

s Vendor Oversight - Business Process: Giga n;zaman {BPOY; I‘haxmacy Benaﬁts Mansge;
(PBM]) o Sther delagé‘ted Servives

+ TIEC Annlysis; both prospective ang Felrgspestive
v Oiherfunctions;asdgresd toby e parfies:
;aé};éruﬁgkeqwmwts '

‘ Az;pnrtpf ‘each requiest: %1 smes, Bm and: lﬁe Qéapmﬁvb shall agreeon theireporting
Tegnl o aCEON ; fuitn, the reporting shall be sufficignt to.

:  the. 'rmemtwe‘tapmv eovfers;gh ﬁﬁfgz Cangmtfvam the performance. nf:my

: de_egat&fi Sunctions.

Iy 12




Eihibii § — as amopdled by Amopdment 1 .
Tnitial Listof Approved Pevelopec affilistes:and Cosresponding Rates.

CONEIDENTIAL ~ EXEMPT EROM LOUISIANA FREEDOM OF mmmz& FION AGY
mscmszm, m{,wmm UNi;ﬁi{ EXCHPTION Lai Rev. Stat. A, §44:3.2

Beans Level,

Representative LAHC 'title

Ins{m!ly a%igneﬂ
m&ividmﬂs

Hmfi;frfzgfa;@l)r_, '

Member:

| Chiat Bxeoutive Officer

e _Wﬂyﬁgﬁiﬂg -

| Actsoigiale I

HeailoF finetion, Pecject Matfuger

Dby Siderier |

Alin Bayliain
Jim MeHancy
dim Kiaing

‘Merk Gontry
i Pitteai
10 Sty

-Associate T

‘Reeruiler, Selccted Siaft pérsonncl

Michael Hurtnest |

Katin Anders.

Hrie l.eMarbre

3110

Cooperativeackuowl ::dgcs.-

that it hes agteed to. alistofm ilcstanes. rm:orpamtcd inthe

Covperalive's agreement: dilly CGMS, Beam agices 1o monilor ac.hxcwm,n{ ‘of those mileslones

forthe perlod(s) coverad by this Agveement, At the end of a-milestong repoiling

}kﬁﬁod

- {ggnerally theclove of wealclar guartor),sind in &ddition 1o the hourly Tles billed above; Buani
shall beedtitléd (o bill aud colicel $15,00 por hious frohs the Cooperative for 1l Hovrs billed o
sxpended Tor: amifestong due in the repor(ing pariod il Bewm achieves thul nflestone within fhe

tindframe noted l‘ércacli niiatone, inchuding. ity firace. pmbd aliowat By CMS,

Céoperative-Toriher ackiowledges Beam miay as;s*gn fndividuals to projects o work
..contém;i!atgd under this Agrocintht, upanrchsonsble notice to Coaparative,




Amendinent 2
Tothe
Dévelomment Agresment
By and betsvogr: Beam Partiers LLC
Avid the
Lowisfana Health Cooperaiive, Inc.

“Lhig @em&:’;mendmmt to the Management.and ﬁmlqpment jagxeement {the “ﬁg&e&mem”? 8.
made ssof the bifféutwu Date bclow,.

Revitals

HBERBAS, 2 M&ﬁagmmxt aid Bevelayinen% Agreaineiit isin 6ffect:betwvesn the Beatn aﬁd lie:
Covprrativey aid.

SREAR, 1l Cooperative las iadadequtite: ﬁp}bormmiy to ghserve:the seroices nrevlcus’ly

;mmdéd by Beam and fousd them to be satisfactory; and

WEEREAS; the:parfies desite toamend he Agreement in: m:mdam}a mﬁar ihe teis of thiy
Second Amendmem;

‘NOW, THERGFORE, the: Agreement Is amended as follows::
n «Sewmm 8.1 deleled in Li& cj}m‘cty mdm;ﬁawdxmh th& fcncwmg,

e8 ’I‘h&freaiwr, ﬁxi& A},fécmcnt iy be tenewsd for spi
quewa}s at the request of the Caoperntive (“‘E‘xieﬁéﬁd 'I’erms”}

2) Bxhibit 4 fs.deleted in itventivety-and {s rejloced. withflie: Fsthibit 4: (ug&ated anmess
Assodiate Ag;ﬁ&ment) siltached Iwrc{o '

3). iﬁxcc;ﬁ as modificd hercin, the Agroement shall remain in full forccand zﬂ’ccf

IN WITNESS WHERTOF; the: Claoperative.and Bennt linive cavsed this Atnendinent 1o'be-
executed. by their respective d uly authorized: qu:mxtatst in the manner legaliy bmdi‘ng apon.
“thiem: as of tho.date first above weitten,

Louisiana Health Cooperative, Inc. Beam Partners LLC.

Nagsss Warixeaff Thnmss
Title: - Ghair, Bojed of Birectors: Title: LLCMembet
Date: _ l{ 3" f 2? : Effectiveas of: March 31,2013 -




Ixhibit 4 — g amended by Ameniloreut 2
Rusiness Assncinte. Addendlum
(Eliserive 01/0412013) |
iniess Associate Agteoment (“Agtcomiant”] effoctiveion Janary 1,2013 (“Effective

Dmta ‘, mztcre& Into. by and beliveen Vendor; Inc. (“Busmcss z&smxate”) and CO-OF (“C(Ba
opYy,.

| Rm'mm

T}fe partivs desire: ta z:omply Wﬂh thc qu.menmnis sctferm in ﬂw Pwacy md Szmuﬁy
chuiatmns a‘m:f ] 4CH crmcapm;g the pf“'vacy of PHI

; .,.Easmasmssaeim

'ﬂmne?mres i cansxdmtim; nf the mumai pmxmsesand cmenams :.smtamsd szzm, the:

pRItES Agres a followy!
- BEETION I~ i)LivINIH@NS’

i1 ﬁeﬁmimm, Unfess ofhierwise provided in this, Agreem@nt capitalized terms shall bave.
the saine heaning us setforth in e HIPAA regulations; 45 GRER; "Scctwﬂs 160 snnd 164,
. and HITECH and its relnted regulah oug.

SECTION T~ OR1IGATIONS OF BUSINESS ASSOCIATE

21 Use/Disclostre of PIIL In conmection witl ils.use dnd disclosuie 6 DRI, Business
Associale: agrees that it shalluse andfor disclose PHI mﬁy S ﬁerznxited or :eqmre& by this
Agreeinent or as othetwisestquired by law:

22 .Safeguarﬁs for oweotmn of PHIL. Businusy Assuuiale agrees.i
opriatc safcgumds 1o prevent the use o disclosure of PH '
ement, including compliance with. Secunwﬁtﬁndards&f e IIII? :

23 LCamplmwifﬁHITECHAm and Regulations. Etvsmmasmmwﬂiwaﬁymh the,
. ;Miﬁi?‘*‘-l‘@* (;;gé _d}f‘ed at42 U.S:C. §§ 12921-179: pplicabje to
etk mnli aﬁxms fssued by the Dep ‘

4:40 :mfiié a8 6‘1‘, da:c by which Bn ¥
mqmrc;k 10 campiy mfh snch reforencod stafutes.and HHS :egalatw:w

24 General Répartmg Bt:sme»ss Asso;zmte shall fepmfm (‘0«07’ any. se nr»dtscks%‘um «ﬂf
Pr II W : 258 A




25

2.6

27

2.8

2y

‘Businiess Associute Tearns of the incident
' Ragxﬁaﬁﬂm I?m‘ ansf Beach cmzseﬁ iay Bwfmegg A mmf& or usi:m Assﬁmw s

* expenses TO-OP incurs in the mwsnganm anfl asscsement o

due toa Breaolr caitsed by Business Associate or Busiitess Assocafe’ sﬁbmrxiré&iérs or
apents,

Reporting of Breaches of Unsecumd?mtectmi-ﬁ ] mfommmm Buginess Associate
will mpﬁmn wriling 10 CO-OP's Piivacy Qf gef fir secured PHI, as
definied in the Breach Notification {{éguiaﬁb 18, Within: s of the date

will pmvidg stich infoemutivi o CO-OP as:

-0 fm* miy 1%&0%1}1&
of nahﬁﬁa(ian, pmvxéfmg mam ai‘ the Breac h
agénﬁe sﬁ‘ x‘:e:rﬁ, d‘:rmetors, nmrixhcfﬁ

Trom undagainst any cluinis; losses; darng
olliggtions (neluding in-honsg aud exlernl

illorieys’ fees)’

Mitigation, BusmessAssocmte shall make reawnahie efforis to mit:gate, tolhe. grgatest _
w:ler;l pesszbls, :my  hasniful effects: zmsnug from mﬁy improper use anc’iior diﬁél{xswze of

L *

wpvrtmg of am nixamhemzed 186 or d:st.iusm of Pﬁl, mchxd‘ing--bi*encim amnsemmﬁ
PI«!I and ’fakmg appmprmte’steps to termmmo the: agxwmml wilh the, Sxyﬁwaxiraetar or

’ ws{h t}se pussessxon or coﬁtm‘f nf the. mbcmtrmmr rm vetumn fo Qusmc.*;s Associate or

Covered Entity. .
z\ccesﬁ by Indm&mis. Btfsmcss Assomaic sha!l aﬂaw mﬁ'vxdua}s w!m ax:&th& mbject of”

ugrms iﬁ ymmpﬁy iﬁake any’ m-fangemeﬁ 8) _’
dmzm -

fn the Swe{ary @l‘iﬁelﬁepax imen( afH‘i Iﬂx‘;gﬁd Hiimas ;Sam pritposes of
détermmmg CO-OP's compllanse with the HIPAA privacy: rcgtﬁaim}}s. R




210

211

z}z

B Todke

215

.

1l make smicmai

vpmcuees, wk and;twmds re'laimg w g di
for purposes of detesmining Business. Assotiate’s:compliance w

» Agwamea( and Bmum% Associatels mpkanée ,wh}’i PAAand Ao L

veted Entity and Busingsk: ﬁ’ﬁ@ L
mmﬁmm aitiount o PRI riece w@ tah

ol such ebhgﬁﬁcn(s} _ :
“Erz 1§m éxfc:xthxtsmcav xissﬁcaata or anhaéss Aﬁsazi%{e&ﬁswnimqtor m' ;fgcal m a

:,‘R, 164508“ tfe-?fm: Spoxi‘s&t ] app:opﬁ‘xatel""safcgnm‘d
eiwtromc PHI created, received, inaintained amﬁnmﬂtecf fo ﬂzeﬁaﬁ Sponsoron behalf.
afthe GisupHeslth Plan; meﬁwdmg

ay r1m;p¥mmntmgnﬁmmxstmmm, physteal an

and appropriately p ; tegii
-Qazwf‘ THI that Jf creates, meewgs, naintaineor

groupiealth plar;

by ensurethal adequale sepaation reguire

| ; ‘h;{-‘%’U&C 164 sez;ft}(?)(ﬁsm
ﬁummﬂed by reasonableand gpprop ;

o ensurethatany agentto wWhom it pm‘i‘des this m?’nmahon ag,rees ta implement

- teasonnble and appropuite. sosurity measuresio: ;;mmm the fnfornigtion; and
d.  reportsitothe:group healik plan any: seouity indident of which it bocomes aware,




SHETIONJIL~PERMITTED USES AND DISCLOSURES

Gcneml E«m&y o4 e;he;wxse lic xied i

4 Agi‘%lﬂﬂm; ﬁuxmcss wﬁmmxm&ynum oF

SEC}‘I&N W OBLIGA’ITW OF CO@P

41

42
15

44

51

52

5 ;;i

' Bmmesq Aqmmafe ugwes m.:nn@iexnemiheeﬂewmy Rxﬁrz (sammzy sian&mds as s:zi aui

No}xce ol l’m'aas 4 Pz:amggcs CG»“C}’ ”has mcinded and wm coxﬁz rmeto xm‘tué@ i ﬁis

phsable staf s andfor {ugu}afi o jm brito”

Iiﬁvar: rRule:tr:

 Assopiate PHI pedtaining to Individudls. |
Restiictions. CO-OPwill pmmpﬂyn tify Busingss Ass:cﬁiaiﬁ"iiifwﬁﬁﬁg@l’any

restrictions ori the usé.and disclosuie of wdividuals that CO-OP fias agreed 1o
that may affoct Business Associale’s ability o peﬂmm its uhhgaﬁens underthe.
Uriderlying Agreement or this:Agreement,

Rwocatmn of Auﬂmuzanan GO~OP ';lmu pmmpﬂy J‘l(&iify ‘Btv;mess Mmmate n v.mting

wc}z cha:iges of wvmmian may affzét Busmess ss@cimé‘s :&b;&ty o ;aei?fbnﬁ’;fs
obligations under ihe Underlying Ajsteement oy ihis Agreement.

SECTION V= SEQURITY

'3§A§sﬁ ﬁt' "ws'iqmpmia Cﬁ?@fedﬁnﬁtygnyam* ¥ ineldent-within

“ﬁsﬁ'maw%mmeﬁ m‘mf ut;h iﬁezﬂém ine utﬁﬁg




55

6.l

62

Agreement to Business Associate: with respect to such PHI,

: anmew Assema{ewm ensum that any,‘ageﬁt, izxcindmg 2 s;ibwmmm, to-whontit
clrofic Protected 3 intplemd Stcurity Rille;
p}&zngaata}y

,mcorpémted hy r&"&mncc iisto: ﬁtmmmmnix nanted batwe&z ﬁw ms:ties. i
‘I’ermimtmn‘fm Q.mme . C@-O)Mua y ffﬁfﬁﬁﬁ&mﬁﬁﬁ Agreamenf?ifm-ﬁ?’ﬁﬁmmm thaLv
s MR Y j 2 ‘ o, } 'ﬂﬁ&ﬁ‘ i = ’ ;

this: Azgrcém&nt
Elfect of Termination. Upon termination of this:Agresmont, Tor any eason, Busisicss

Associtte shall, 5 feasible, vetumor destit oy all af the PHI that Business Associate stll
gintainsin any form and: shall not vetain any copies of such PHI, 1Esushyehanor

-desteuction is not fws:ble, Business Associdteshall extend the protections of this

Agreement to the PHI.and shall limit frther uses and disclosiees to thiose purposss that
nrake thesrefurn or destenetion: n:l” the k‘?rif infcasible; mcﬁaxiiﬁg the following:

* “Retaiw only thiatwhich is necessary for Busitess Associate to continue its PLOPEE.
‘managemerit, and adudinistration or tocarry- cmt its Jogal responsibilitics arwhmk
tiakes the retarn 6 destruction. mfeasﬂsie,

+ Retury ordestioy theremaining PHI that flie] Brtﬁng‘s& Associate still wnaiintaling i Aty
Tornt biased upon consltation and insttuetion by CO- OF;

ith Subpatt:C of 45 CZE‘R‘ l’afi‘f

¥, Conimuc 10 Big apmnpmw snfepus 'rde andéam

2y \pkrs\édca fa:r in: /&ns sccﬁmi kfot 3.3 tong, ss Bt;s‘hicss Assocmfe refnfns tiw i’I—H

« ‘Notuseordisclose PIH retained by’BuSmess Assosiate other than o the purposes
forwhich such PHI was refained and subject othe same conditions set out ot
‘SeotiGiss IT and 111 which: applicd priors t%mﬁngimn;ﬂmzd

s Reton or destroy PHI retan‘zed by Business Associate when xt isno Ienger meded by




7L

72

74

SEQTION ¥ 1} = MI&&ELLAN}:OUS‘

Nb fI‘hrrd Pgrty Benuﬁcwxm Notling &xprcbs or implied in thiy Agregment is i

ion, to:caty out its
dcﬁuuctmmfnf%asﬂslm »

‘Business:Avsocime Tor itspropé managentent dhd Administ
Jepal i'agkm:ﬁsﬂnknes ot other condition wlich makesretacitor.
based upon consiltation and instruetion’ by C‘.@—G}’

#  Retuinor destioy PHI eredted, received orm:mhfm& Ly Business. Amcxam
subconlraciors based on vonsultalion and msimehqn by: CO-0P,

ma«sx’s "i‘ﬁiﬁﬁ ﬁai;&y?au;em ﬁt e} ity of (e
SAA iy othes appl mﬁbfe;law ‘Notwitlistanding, tif wengshall b

»deemcd 0. amem{ m&omaﬁcaﬁy, by: force of law-and without flutheract ofithe

negessary 1o.bifng the Agrcement inte: compliniice with any chai JIPAA; HITECH.

Grmywtntedmgmahnm that are made aﬁer the date afeaecminn af: zxs A gmemenf;

régulatmz‘fs, 45CF.R. Secn@ns 169 anﬂ L64 and. Hm:cz: aid § ﬁs miafed f:égﬁ?&tibm

Deveii. canfexi{tman*any athet persoft.of -
anid respectiva stxccmm:smass:gnsmyhghm m&mab}igaﬁcﬁsaﬁlmbx}mv
Wimﬁaevcr

Notlee: Any riotide vequited o be pravided pusisint To this AgresiintSholl b nudev
followss: ' c ' '
To Ga-0Dy CO-UP*s Privacy Olficer:
3445 Causeway Boulevard, Suite. 8{39
Metaitis, LA 70003
To Business Assopiate; Terty § Shilling

2451 Cumberland. Pa?kﬁfvt}§ Smw 3170.
Atlants, GA- 303",::9

TN WITNESS WHERTOF, the. pax tigs hereto have duly executed thzs Aagreamenmu the dalesset
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Amendiient 3
Ty the:
i)evelaymenw&grwmml
By and botween Beam Partoers LLC
Andthe
Louisiany Healtl Cooperative, Fnc;

T'his Third Anenidment o the: Managementand Dwaippmwt Agremﬁent {the “Agresment™) is
made as af the Eifeclive Datc bclom '

‘ Reeiffﬂs-»
WHEREAS, o Mnnngagmﬁ nmihew]cpmefw Agiwmcﬁt IsIn effect between ﬂze Beam and- the

Clooperative: whwh by its Wims topminates-asof December 31, 20133 and

WHEREAS, the Cooperative haghad aaequam opportunity to abwwe the. semees prevm usly
provided by Dear and tvund thom {6 br:satxsfaam?y, and,

WHEREAS; the partiés. &sire iramend the Agreementisi- aemrdance mﬁﬁhmerma of thig
Third. Ammdmexa*

NOW THFERERORE; the: Agresintnt is: amésxéed & ﬁmam

1y Seaﬁmx&-’i »m:dé]éfe&m\_ﬁsﬂanﬁfe{y and xeplaéeﬂ wfﬂ%tha' fdﬁn‘winﬂg:‘

8.1 Term. ‘This Agreement shall become slfective.om thc,Effactxvg Date sind shall yemain in full
force and effect until 11359 on Marek 31, 2014, unless soanet terininiated in accordance with this

Avticle §. Therealtcr, th s Agreement may be renewed lor spw:ﬁc Services xznd s‘*pecxﬁc
intervaleat the. reques{ of thve Cowperative (“E:dmde& Tmm”} '

2) .A&Qf"ifzé,ﬁffccﬁyamté,ﬁxﬁ%i{t 1:‘:§szwgiacedwffh;ﬂmExhitsitr;- attached hereto. -

3)  Effective with the sfisctive datc. of this Third Amendment, Paragraphs 7, 8-and II of
Exhibit 3 ave delefed in their entirety, The parties acknowledgs that the Cooperative has: hired irs
o personncl wha ave responsible furevaluating aud making purchasing decisions about the
services of all vendors sod contractors, including Beam :md, thwlﬁm, these: pmwsmns areno.

lonper applicable.

4} . Asofitheeffective date of this Thivd Antehdiment, th;bn Sis deiete:l in ity entiscty and
replaced with the Exhibit s iBuam Associates and C(frrcspondmg Ratcsy aﬁaéhed hereto.

5} : Bxccpt as ‘modified hemn, the, Agrwmcn: shall:rerngin in full forcaande{fmt.
™ WI’I’N ESS WHF, the Cmperaﬁva and Boam fiave canged “th*ss Amendment wbe

axecum‘i by their Tespective dtﬂy aithorized represematwes in the munner Jegally bind‘mg Dpof‘é-




thein s of tho offective date below.

Nasrie: Greg Croier
itle; - Ghef Reotive Offives

Nemé? rry §. Shilling
“Title: Membar

bu:_12./21 13

Beam Partners, LLE

ST

Bffective s oftJanwery 1, 2014




If«thf!?i_t;lvfqun&g‘é*ﬁﬁﬁi e Sipport Services iy b Mado Avaitable by Bear
Besgm shall provide the following Suppoit Services upuii reguest from the-Clooperative;

- Financial suppott
s Board orientation and: mammg
¢ VendorOversight—Rusiness Process: Gmmn (B,PD) ga}'harmaey Eeneﬁ:s ‘Mmzagev
- (PBMjor, ﬁ%hﬁiﬁeiesmdwms
s H ,C'Anﬁ?ms,%v :

. Oﬁzm‘ ﬁmz.nans, a5 agmd’w byf&e pnmag




Exbibjt 5._~¥~;;_:s mnended by Amendurent 3

Exbibit § |
Beam Adsocintes and Correspanding Rates

CONFIDENTIAL, ~ EXEMPT FROM LOUISTANA PUBLIC RECORDS ACT DISCLOSURE'

Beaml’mal v, :Hciirl;ykatc;m N

o
Assoeiates

AS o tliseffestive date for the Thitd Amendsient (aniury, 1,72014) i peife
ngleted forall fature pe:rwds

Coupemzxve ackuowlodpes Beam may assign individuals to, prajéets of WLMempiam ﬁndcr :
thls &gmemeut, apon: reasonghle nofice to Conpetatxva. ‘
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19TH JUDICIAL DISTRIC% COURT FOR THE PARISH OF EASTBATON ROUGE
STATE OF LOUISIANA
NUMBER: 641928 SECTION: 216'

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

VERSUS STATE

LOUISIANA HEALTH COOPERATIVE, INC, N SEEQE 12015
" DEPUTY QLARK OF COURT
FILED: , , fﬁﬁRK COURT

DEPUTY CLERK

' PERMANENT ORDER OF REHABILITATION AND INJUNCTIVE RELIER

NOW INTO COURT,

This matter came for hearing on September 21, 2015 pursuant to the order-entered in this
matter on September 1, 2015:

PRESENT: Assistant Attorney General Michael Charles Guy, attorney for James J.

Donelon, Commissioner of Insurance for the State of Louisianaas
Rehabilitator of Louisiana Health Cooperative (“LAHC”),.and the Court
ap_pojint,edﬁ 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 intetests of creditors, p:oliéy’hol‘dets, members, subscribers, entollees, and the public
will probably be endangered by delay, and the Court finding that the law and the evidence is in
favor of grantinig 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 IS FURTHER ORDERED, ADJUDGED AND DECREED that LAHC shall be and
hereby is placed into rehabilitation under the direction and control of ‘the ‘Commissionér of
Insurance for the iétatc 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.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED. that thg&g;m%léws\i’onpe”rﬂé?"
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any deputy, be and hereby is co.nﬁrlned 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._prqceedi-ngs
and the necessary incidents thereof, to be paid out of the funds or assets of LAHC in the

- possession o*f 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 acco_unts;f 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, records and other assets of LAHC, :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 accotints,:safety deposit boxes; statutory deposits,
computers; all primary and secondary storage m:ediaf,. 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, trustees, agents, adjustors, accountants, actuaries, at,t"crncys,; 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;
trustees, agents, adjustors, accountants, actuaries, attorneys, coﬁtractoré, consultants, third patty

administrators, subsidiaries, affiliates, creditors, banks, savings and loan -associations, and/or
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other entity or person =actir;g for or on behalf of LAHC shall be :and hereby are permanently
enjoined from disposing of the property, business, -affaits, ‘bank accounts, fs_afety deposit boxes,
statutoty deposits, computers, all primary and secondary storage media, social media (including,
but not limited to Facebook and Twitter decounts), 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 from 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 putsuant to La. R.S.
22:2006, any and all persons and entities shall be and hereby are permanently enjoined from-
obtaining preferences, judgments; attachrents or othiér 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 hereby 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 natute of the case and the. interest of
LAHC, LAHC’s policyholders, subscribers, members, enrollees, creditors or the public may
require..

IT 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 to provide
services to LAHC members under the terms of such contracts in order to ensure continuation of
services for LAHC policyholders, subscribers, membets, and erirollees until further order of this
Court.

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

LAHC and the ordetly rehabilitation of LAHC.,
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IT I§ FURTHER ORDERED, ADJUDGED AND DECREED. that 4il authority of all
officers, directors, and' managers of LAHC shall be and hereby is terminated and all authority of
said officers, ditectors and managers be and hereby is vested in the Rehabilitator.

IT 1S FURTHER ORDERED, ADJUDGED AND DECREED that the Rehabilitator and
Recéiver of LAHC and his assistants shall'be and hereby are allowed and.authorized to:

a) Employ-and authorize the compensation of accountaiits; t‘iiérks‘,_ and such
‘ assistants as he deems necessary, and authotize the payment of the expenses
of these proceedings and the necessary incidents thereof, as approved by the
Cout, out of the funds orassets of LAHC in‘the possession of'the Rehabilitator
and the Receiver or coming into LAHC’s possession;
b) Defend of ot defend legal actions wherein LAHC or the Rehabilitator-or
” Receiver is a party defendant, commenced prior to er subsequent to the.entey of
the order herein, without the authorization of the Court, except, however, in
actions where LAHC is.a nomi‘n'a’l_ party, asin certain foreclogure actions and the
acticri does not affect a claim against or adversely affect the assets. of LAHC, the

Rehabilitator or Receiver may file-appropriate:pleadings in his discretion;

) Commencs and maintain all legal actions necessary, wherever necessary,
for fie proper administration of this rehabilitation proceeding;

d) Collect all debs; which are economically feasible fo collect and which are
due and owing to LAHC;,

€) Take possessionof all of LAHC's secutities 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 sarhe as may be necessary, inhis
judgrnent, to pay the expenses of administration of rehabilitation.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that any officer, director,
managey; trustee, agent, adjustor, contractor, or third party administrator of LAHC and any
person who possessés or possesséd any execufive authority over, or who exercises or exercised
any control over any segment of LAHC’s affaits shall be and hereby are 'rcqui:rédf tor 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 attomeys
employed by LAHC as of the date of the order entered hierein shall, within ten (10) days notice:
of the order enteréd hiergin, report to the Receiver or Rehabilitator ot the name, company, ¢laim.
number and status of eack file they are handling on behalf of LAHC. Said report shall also-
include an acco,ﬁm. of any fimds received from or on behalf of LAHC: All attorneys described.
herein :are hiereby discharged. as of the date of this order unless the Receiver of Rehabilitator
retains their services in writing. All attorneys employed by LAHC who are in possession. of

litigationr files or other material, documents or records belonging to or rélating 1o woik
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performed by the attorney on l;éﬁalf of LAHC shall deliver such litigation files, material,
documents or records intact and without p\i‘rg_ing to the Receiver notwithstanding any claim of &
tetaining len, which, if otherwise valid, shall not be extinguished by Such fum-over of
documents.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that reinsuranice. 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 taw. The Receiver shall handle
reinsuratice lossés recoverable or payablé:s by LAHC. All correspondence concerning
reinsurance shall be between the: Receiver and the reinsuring: company or intermediary unless
otherwise authorized by the Receiver.

IT'1S FURTHER ORDERED, ADJUDGED AND DECREED: that any bank, savings and
loari associatioi, financial institition, and any other petson or eritity 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 ordeted to immediately transfer title, custody anid
control of all such furids, accounts, or assets to the Receiver, and instructed that the:Receiver has
absolute contiol aver such funds, aceounts-and other assets.. The Receiver may chdnge the naine
of such accounts and other-assets. withdtaw them from such bank; savings and foan association or
other financial institution or take such lesser action necessary for the proper conduct of thig
receivership: No bank; savings and loan association, or other financial institution, person or:
entityshall fre¢ze 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, ADFUDGED 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 aty funds, accounts and -any other assets of LAHC, shall nét be
perrhitted to freeze or place a hard hold on, or exercise any form of set-off, alleged set-off, Tien,
any form of self-elp 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, eleciric, sewage, ‘garbage or trash removal services to LAHC shall maintain-

such service and. trafisfer any such accounts to the Recéiver as of the date of the order entered
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herein, unless itstructed to.the contrary by the Receiver.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that upon request by the
Receiver, any cotpany providing telephone services to LAHC shall provide a reference of calls
from the number presently assigned to LAHC fo any such fiumber designated by the Reéeiver or
petform 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 of any data. processing information and re_c_.érds;_. mcluding;
but not limited to, source documents, datd ',p‘roccs‘s'ihg cards, input tapes, all types of storagé
infortnation, master tapes or any other recorded information relating to LAHE shall be and
Hereby are required to transfer custody and control of suchtecords to the' Commissioner,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the United States
Postal Service shall be and heéreby 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
Receivet,.

IT IS FURTHER ORDERED; ADJUDGED AND DECREED that the Rehabilitator and
his assistarts ishatﬂ bé and hereby: are duthorized to condiict an investigation of LAHC and ts
subsidiaries and affiliates to uncover -and make fully available to the: ‘Court the true state of
LAHCs financial affsirs. Tn furtherance of this investigation, LAHC, its subsidiaries, -its
affiliates, owners; officers, directors, managers; trustees, agents; employees, servants, adjustors,
accountants, actuaries, attorneys, contractors, consultants, or third party administrators, LAHC:
shall make-4ll books, documents; accounts, records and affairs, which either belongto or pertain
to. LAHC available for full, free and tnhindered inspection and examination by the
Commissionet during normal business hours, Monday through Friday, from the dafe of the order
entered herein. LAHC -and the above-specified -entities shall. fally cooperaté with the.
Rehabilitator, including, but-not limited to, the taking of oral testimony under oa’ﬂn‘_ of LAHC and
its officers, directors, employees, managers, trustees, agents, adjustors, accountants, actuaries;
attornieys, cofifractors, consultants, thitd party administrators, subsidiaries, affiliafes; and -
subsidiaries and any other person or entity who possesses any executive authority over, or who
exercises any conttol ovet, any segment of the affsits of LAHC in: both their official,
representative, and individual capacities and the production of all documents that are calculated

to disclose the true state-of LAHC’s affairs.

{00439368' ¥1} &



IT IS FURTHER ORDERED, ADJUDGED ANID DECREED that LAHC shall not
engage in any advertising or solicitation whatsoever, otherthan that approved by the Receiver.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that LAHC, its members;
subseribers, enrollees, and policyholders, officers; directors, employees,. managers, frustees,
agents, adjustors, accountants, actuaries, attorneys, contractors; consultants, thitd party
administrators, subsidiaries, affiliates, and any other partnership, company or entity controlled by
same and/or other persons acting for or-on behalf of LAHC, or stbject to their control, and alt
other persons or entities who have sccess 1o, contiol orpossession 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 documenits belonging of LAHC orrelating’
to the business and-affairs of the of LAHC: :

¢)  from thie transaction of any business by, for, or on behalf of LAHC, including, but
not limited to:

i) writing; Tssuance or reniewal of any certificate of ‘coverage; msurmce
policy, binder, or endorsement to.an existing policy or certificate 6f
coverage;

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

iify  incurring of ahy claim or loss adjustment expense;

iv)  incurring-of any debt or liability; and

v)  interfering with the dcquisition of possession by the exercise of
dominion and control over the property of LAHC by the Rehabilitstoror
the Rehabilitator's:conduct of the business and affairs.of LAHC.

IT IS: 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-stits, procesdings, and seizures against LAHC, the Commissioner ini
his capacity as rehabilitator of LAHC, the Receiver, and any -affiliates; subsidiaries, insurers, its.
officers, directors, employees;, ‘managers, trustees, agents, adjustors, accountants, actuaries,
attorneys, contractors, consultants, third party administrators, subsidiaries, affiliates, -or
representatives of same, to prevent any preference, judgment, seizure, levy, attachment, or fien
being rendered against LAHC, its estate and assets, and/or its niembers, subscribers, enrollees;
and policyholders, the: Commissioner in his capacity as rehabilitator and/or liquidator, the

Receiver, any affiliates, subsidiaries; insurers, its officers, directors, employees, managérs,
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3.

trusteés, agents, adjustors, dccountants, actuaries, attorneys, contractors, consultants, third party
administratots of same, and the making of any levy: against LAHC, its property or assets.
IT 1S FURTHER ORDERED, ADJUDGED AND DECREED that, except with the
concutrence of the Rehabilitator or until further written order of this Court, all suits, proceedings,
and seizures against LAHC and/or its respective members/enrollees/subsctibers shall be and.
hereby are stayed in order to-prevent the obtaining of any preference, judgment, seizure, levy, ot
lien, and to preserve. the property and assets of LAHC; inciuai'n‘g,_ ‘but not limited to, suits and
proceedings and all litigation where:
ay LAHC is.a party;
b) A mentber, subseriber, enrollee, policyholder or any other person who is named
as a-party to the litigation claims insurance coverage inder.any policy-of
insurarice, subscriber agrecinent or-certificate.of coverage issued orassumed by
LAHC;

¢) The litigation involves or may involve the adjudica’aon of lability or determines
any possible rights or obligations of any member, subsciiber, enrollée,
policyholder or person.ds fo any insurance policy, subscriber agreement; or
certificate of coverage issued or assumed by LAHC, or determines any: possible.
Fature ligbility of LAHC with regard to any insurdrice pohcy, subscriber.
agreeinent of certificate of covetage issued or assumed by LAHC;

dj LAHC would otherwise be obligated to provide a defense to ary party in.any

court pursuant to any policy of insurance, subscriber agreement,-or certificate of
coverage issued or-assumed by LAHC;

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

| f) Any party is segking to create, perfect or enforee any preferenice, Judgment
attachmient; lien or levy against LAHC orits assets-or agaitist any membet;
subscriber, enrallee and/or policyhelder 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 @s attorney for the
Commissiorer in his capacity as rehabilitator of LAHC, and their representatives, agents,
employees, .or attorneys, when acting in accordance with this Ordet and/or as Rehabilitator,

Regeiver, or Deputy Receiver of LAHC are barred..

IT" IS FURTHER ORDERED, ADJUDGED, AND DECREED that there shall be no

Commissioner-in his capacity as Commissioner ‘or Rehabilitator and/or regulator of LAHC, the
Receiver and/or the Aftorney Géneral of the State of Louisiana i his capacity as attoriey for the

Commissioner as Commissioner and/or regulator -of LAHC, andfor their assistants,
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representatives, agents, employees, or attotneys, for any action taken by them wheti acting i
accordance with the orders of this Court and/or in the perforthance of their power-and duties s
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 arid hereby are permanently-enjoined from seeking
to collect and/or collecting any amounts claimed as payment for servicés rendered to LAHC, e
énrollees, members, subscribers, and policyholders from any:said enroflee, member, policyholder
and/or subscriber of LAHC, except for amounts that are member obligations as défined i the
member agreginent, including, but hot limited to, co-payments, deductibles, and-co-insurance,

IT IS FURTHER ORDERED, RBCED AD DECKED g
individuals and entities shall be and hereby are permanently enjoinied from e
proceedings, or with the Rehabilitafor’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 maki

g of any levy
agairist 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
o0 end ey T pemited fo nofly every Bolder of a certificate. of coverage, subscriber

+ dgreement, or costract of insurance issued by LAHC and every known provider and other
creditor of LAHC of the order of rehabilitation aud injunction entered heréin withiti forty-five,
(45) days of the date of this order, notwithistanding 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 poligyholders,
mefibets, subscribers and enrollees shall remain in full force and effect utiless canceled by the
Receiver, until further order of this Court,

IT IS FURTHER ORDERED, ADJUDGED AND DECREED that the Cornmissioner be
and hereby is granted-all Jegal and equitable relief as may be nécessaty 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, _.POI’icy.hol'ae_rg, o e LA

require, iricluding but niot limited to the Receiver’s: appointment and authorization to prosecute
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all action which may exist on behalf of LAHC members, subscribers, enrollees, policyholders, ot~
¢reditors against any existing or Former officer, director or etnployee of LAHC or any other
‘persorn.

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
Commmissioner and for such other relief as the nature. of the: case and the interésts of LAHC's
members, enrollees, subscribers, policyholders, providers and other creditors, or the public, may
requite, .:

IT'IS FURTHER ORDERED, ADJUDGED AND DECREED that Matthew Stewatt,
Notrie Falgoust, Jinimy Henry, and Rudy Babin be and heteby are appointed as Process Servers

for service of all process #id fiirther pleadings-oft LAHC.

MCHAEL CHARLES GUY, ESQ (#254{%
Assistant Attorney General 7

P.0. Box 94005
Baten Rouge, LA 70904
(225) 326-6400
Altorneys for JAMES 1, DONELON,
‘Commissioner of Insurance for the State of Louisiana
.as Rehabilitator of Louisiana Health Covperative, Irrc,

§ M;&sﬂfi}jﬁiﬁtmm day a notice of the
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NINETEENTH JUDIGIAL DISTRICT COURT
PARISH OF EAST BATON ROUGE
STATE OF LOUISIANA
NUMBER: 641928 SECTION: 26

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 autharity, duly commissioned and qualified within atid 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
sworh by me, did depase-and say:
That she is the Deputy Commissioner of Financial Solvency for the Louisiana Department’
of Insurance and is familiar w’i:th-_l._cu??'siana Health Cooperative, lnc,

That she has. fead the foregoing Consent Permanent Order for Rehabilitation and

infunéfve Religf

and the allegations contained thereiri are true and correct to the best of her
NS

(]
RES
1

CAROLINE BROCK :
g DEPUTY COMMISSIONER OF FINANCIAL SOLVENCY
§ FOR THE LOUISIANA DEPARTMENT OF INSURANCE

o
P
B
/ o dge.
B
&l
i

e

Sworn to and. subscribed before me,
Notary, thisZ ! day of S&P 78w/

® (2, 2015..

CERTIFIED TRUEAND
CORRECT COPY

R AL’!.;S ‘ «
East Baton Rouge Pafish
Deputy Clerk of Court
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JAMES J. DONELON, COMMISSIONER. ¢
QF- INS JRANCE: F.RTHB STATE OF
LOUISIM\IA IN HIS: CAPACITY AS
REHABILITATOR OF LOUISIANA
HEALTH COOPERATIVE, INC.

Vi wd A AR ek 44

versus

I9mJUDICIALDISTRICTCOURT

s

TERRY 8. SHILLING GEORGE .
CROMER, WARNER L, THOMAS, IV,
WILLIAMA GLIVBR CHARLES D.
CALVI, PATRICK C. POWERS, CGI
TECHNOLOGIES AND SOLUTIONS,
INC., GROUP RESOURCES
INCORPORATED, BEAM PARTNERS,
LLC, AND TRAVBLERS CASUALTY :
AND SURETY COMPANY OF i

AMERICA : STATE OF LOUISIANA

s OomE e wa MK

PARISH OF EAST BATON ROUGE

Commissioner of Insutance for the StateofLomsmam}nscapam’cyas mkaﬁiﬁfamr;amaﬁisiana v
Health Cooperative, Tio., fhrough his duly appointed Receiver, Billy Bostick, who respectfully.

Tepresents:

1,
'fhis-caurt has jurisdiction over this dispute favolving T;ouisiémiﬂeélih”c&ﬁperaﬁ% finc:, ,

(“LAI-IC") a Lémsmna Nonprofit Cotporation. ﬁ:at holds a lealth mamtenance orgamzaixon,

T

Fy

(‘} IMO”™) hcenée From the Louisiana Dcpartment of Insurance, is domxcﬂaé, orgamzed and doing.
o =

fmsm%ss in: the. State-of Louisiand, and mmntaum its fhame office in Louisisna.

= s

= e

a'

flé".‘xfr&

2
transacted buginess or provided -services in ;E;.czmsma; has caused damages in -me;;m,, and

because each of them is obligated to or holding assets of Lauisiana Health Cooperative; Iné,

EXH.
" Ell




Venue is proper in this Court pussuant fo the provision of the Lotisiana Insarance Code,
including La. R.S. 22:257, which dictates that the Nineteenth Judicial fD.‘i’s;uric';i Court has.exclusive -
jurisdiction Gvet"this-ﬁpmceéding and La; R.S; 22:2004, wﬁich;pmVidés for venue in this Coutf and-
Parish, as well as other provisions of Louisiana law. |

4,
Plintitf

‘The Plaintiff herein is James J. Donelon; Cpmmissidne'r- of Insiifance for the State of
Louisiana in his capacity as Rehabilitator of Lowisiana Health ‘qup@xaﬁ&::; Ing., through his duly
appointed Receiver, Billy Bostick (“Plaintiff").

Louisiana Health Cooperative, Ins. (“LAHCT f{s;&Ng@mﬁtﬂarpétaﬁﬁﬁ mmpomdm
Lovisiania on ox aboist September 12, 2011, LAHE vas otgasized in 2011 #s a gualified nonprofit
health insirter under Section 5&1{@3’(29)‘-.oitftﬁe;-h:malimmwﬁ@&e; Section:I 322 of the Patient
Protection and Affordable Care Act -of 2010, the Livisisua NenproﬁtCorpmatanaw and. |
Louisiana Inswancs Law, i

£

A Petition for Rehabilitation: of LAHC wag filed i the 19"’ DG, Baﬁsh;éf?"ﬁés‘t: ‘Baton.
Rouge, on Septeraber 1, 2015; on September 1, 2015, an Order of Rehabilitation. was entered, and
on September 21, 2015, this Order of Rehabilitation wasmadepexm&nentand piaced LAHCmto ‘
rehabilitation and under the direction and conttol of fhe Cormissioner of Tasurance for the State
of Louisiana as Rehabilitator, snd Billy Bostick a5 the duly sppointed Receiver of LAHC,

Plaintiff has the authority and pawer to take action as deemied hecessa ta rehabilitate

LAHC, Plaintiff may pursue all logal remedies available to LAHC, whte tortious: conduct or -
breach of any contractual or fiduciary obligation detrimentsl fo LAHC by siny persoh or entity has
been discovered, that catised damages to. LAHC, its members; peficyholders, claimants, and/or

creditors.



8.
Defendants
Naned Defendants hérein are the following:
B&Q B&fﬁnﬂants

#. TERRY 8, SHILLING (“Shilling”),: aﬂ’?ﬁdm&ﬂal of thefull- age wf majority.
domiciled in the State of Georgia, Shilliig was the Chief Execuﬁ’ve Gﬁ‘icer, Prﬁgxdenfand Dxrector -
of LAHC, from 2011 until approxxmatcly 2013.

b GEORGEG. -cnommn;c“cmmeﬁ,- m'ﬁh&iﬁaﬁﬁ omc:' fall ag}:;,;of ngoni:y
'Shﬂlmg, from: 2013 until approximately. Augusf 2015,

. WARNERL ‘THOMAS N(“Thomas”),anmdmdual offhe full age of majority.
domiieiled in the State: of Lg-msxan_a“ Thomas was a ‘Drrecto:. of LAHCﬁom 2011 until
approxitnately Jaruary 2014. - o

d WILLIAMA- OLIVER {(ﬁfblitver’?)a,‘ an mdmdual iéf- ﬁé‘-'ﬁiﬂ?agﬁ of majerity

domiciled in the Btate 6f Lonisiana, Oliver was s Director of Ly Cfcom,ZOl 1 through 2015.

&  CHARLES D. CALVI (“Calvi), ait individusl of the full age’ of mefority

domieiled ini the State of Louisiana, Calvi was the Executive Vice President andMar_ﬂ

g Officer
SELAHE fiom 2014 wotil approximately Augut2015. |
£ PATRICK C. POWERS (“Powers"); an individual of the full age of méjority
domisiled fn the State of Louisiana. Powers was the Chilef Financial Officer and Treasures of
LAHC fiom 2014 i approximately. April 2015.
10.

TPA Defendants

& CGI TECHNOLOGIES AND. SOLUTIONS, ING. (CGI"), & foreign

corporation believed to be domicilediin Delaware thﬁ'iis-'principal place: of%uﬁineg‘s‘iﬁ Vitgitiia.

Erom approximately March- 2013 to apprommately May 2014, CGL sawed as: ﬁw Thn'd Pany o

Administrator of LAHC ‘CGI contracted with and did work for LAHC m Lomsxana
b GROUP RESOURCES mcqammmn (ﬁemzfg,:_;a: foreign corporation

believed to. be domiciled in Georgia with its prineipal place of business in: Georgia, From



approximately :’May 2‘01?&1 to 'dppmximatelywmg 2016, ORI served @s the Third Party .

Administrator of LAHC. GRI contracted with and did work for LAHC in Louisiana.

a  BEAMPARTNERS, LLC (“Beam Partners”),a foreign corporation beligved to. -
be domiciled in Georgia with its pnnc;pal placeof 'Emsmcss in Gamgm. From prior ro LAHC’
iricorporation in 2011 thréugh approximately mid<2014, Baam Partaers- develnped and: manage“d‘ :

LAHC. Beam .Partneris.-qurmactedmﬁth:and did wotk for LAHC i Louisians: -

12

&  TRAVELERS CASUALTY AND SURETY COMPANY OF AMERICA
(*Trayelers”), a foreign insurer, doing ‘bu‘s‘i:.ne%s;‘iir the State of "I'.un‘i’ﬁiéna and-sﬁ*tﬁeéﬁ "td.-i'ché'
policies to LAHG .tha:tz prowdc coverage for cl_m_ms ,assgnﬁd;hgxem?

DEFINED TERMS
13.

Asused herein, the following temns are defirred as follows: .

1. *‘_D&thén&ants”’s.hallﬂrefetitq'éﬁdmea;i'thogésd;ir:éé,fbtisténdséfﬁcaisaf’I‘«AﬁQ'
named as defendants herein; specifically: Terry S. Shilling; George G; Crorier, Warner L. Thomas;
IV, William A, Oliver, Ghiarles D, Calvi, and Patrick.C. Powers, |

2'2._ *TPA Defendants” shall refer to and mean those third: p :adndinis&aters hired.

by LAHC to -oversee, manage, and otherwise gperate LAHC - named s defendants herein, g
specifically: COI Technologies and Solutions, Ic. asd Grotp Résourses Incorporated.

3. “Insirer Défendant” --sHalJ tefer to and mean thuse msm'ance compamesnamcd h
herein which-provide insurance coverage fot any of the clai‘ms asse’rted herem by LAHC against
any of the defendants named herein, mclﬂding Travelecs Casualiy and Surety Company of '
Amenca (“Tmrelers”)

14, “L DO shall refer to and mean the. Lamslan‘a Depamﬁmt ﬁf Insurance,

5. “CMS" shall refer o the U.S. Depactment of Health and Human Services, Centers
forMeditare & Medicaid Services.-



FACTUAL BACKGROUND:

14,

The Patient Protection and Affordable Caze Act ‘(?T‘*ACAS";):.'éstablishﬁd'_hﬁaﬁhz-fnsur\anee”
exclranges (commonly called “marketplaces™) to allow individuals and small businesses to:shop
for health insurance-in 4l $tates across the nahon To exyand the unmber of ayailable ‘health
insurance plans available in the marketplaces, the ACA estabhshedihﬁﬁmsmnerOperateﬁ and.
Orignted Plan (“CO- OP") program, The ACA farther dlregted the, Szcretary of Hcalth and Human
‘Services:to loan:money to the CO-OP’s craated in each stdte. Begmnmg on:Ji a.zmary I 2014, Bach
CO-OF was allowed to offer health. insurance: through the newly minted marketplaces. for its- '
respective state. A total of 23 CO-OP's were created and fisided as of January 1, 201%; State:
Tegulators, like the Louisiana ‘Ecpartmmt.:gf Insuzarice (“LDOI), have the primary oversight of
C0-OP’sas health insurance issuers.. |

in Louisiane, the CO-OP created and furdéd pursuast o the ACA was Lovisiana Health
Cooperative, Inc. (“"LAHC"), 2 Louisiana Nonprofit Corporation that hblﬁssa"heaith,‘mainténaneg- :
otgenization (‘HMO”) license from the LDOL. Incorporated in 2011, LAHC eventuslly applied
for and received loans from the U.S. DepartmentaneaﬁhandHlmanSemces, Centers for
‘Medicare and Medicaid Services (“CMS7) totalmgmoreman%SmIHmn Specifically, aceording
$12,426,560, and a Solvency Loan of $52;614,100, Pursuant tothe ACA, fhese loans were 16 be

to the 2012 Loan Agreemertt with LAHC, the Louisiana CO-OP was.awarded 2 Sta

awardéd-san’ly.to..:nﬁ-ti@s»tha,t;demonmafc&.ahigh,prebabﬂityj“qf,ﬁeéomihgﬁnanﬁcfiaiﬁzﬁ#ﬂe. Al
‘CO-0OF lpang must be repaid with interest, LAHC? Stazt—np Loattziust be repaid ng’ lafcr than
five (5) years from disbursement; and LAHC’s Solvency Loan niyst be ::epm& no'later than fifteent:
{15) years from disbursement.

From the stirt, because of the 'gfoésE negligence QfﬂxeDefendants named herein, LAHC
failed miserably. quéx‘ei ever offeting a policy to thcpnbhc, LAH é fost .gppf@:iimﬁtélya$'&.mif!;li'aﬁ
i1 2013, While projecting a modest loss of about $1.9 million 12014 & its loan applivation o
CMS, LAHC actually lost about -$‘201.nﬁllifoi1 in its first year in busitiess, AridalthonghLAHC
projested turming 2 modest profit of about $1.7 million tn 2015, it actually lost:more.han §54

million by the end of that year.



17.
Not only did LAHC lose a tremendous amount of toney, bat; ﬁ'ﬂmﬂsmceph o, L AHQ
wa unable o process. and manage the eligibility, enrollment, and clafins handling aspects of the
HMO competently: Almost every aspect of LAHC’SBhglblhty,emclhmnt,an 4 elaims handlng ..

process was deficient, tesulting in numerous unpaid claims, untirely paid claim

,and ervoreously
‘paid elaitns,

18

By July 2015, only sighteenmonths afer it statted ssting policies, LAFIC decided fo stop
doing bustness. The LDIOT placed LAHC in rehabilitaion In Septectber 2015, and a Receiver;
By Bostick, wes appoited by tis Court tatake cantrl f the filed Lovisians CO-OF.
12
The»yarwuspameSwhg created, developed, and managed LAHC (i, the Defendants
smatue hesei) compltely faled o meet thei respsive obligeions o e subscribers providets,
and creditots of his Lowisiaria HMO. Fror the beginning 6T s existeuce, LAKC was completely
fll-equipped to service theneeds ofits ‘subsériﬁgrs:(i@ﬁtgmmbers  policyh olders), the h ealthcare
providers who provided medical services fo its menibers, and the vendors who ¢id business wih
LAHC. As described in detail herein, the conduct of the Defendants naimed hesein wertt Wy
beyond simple negligence. For instance, when the LDOI took over the operations of LAHC, the
CO-OP had & backlog of approximately 50,000 claims that had not been :Proqesse&; Because of
Defendanis goss mgligence,as of December 31,2015, LAHC had Jost more than 322 million,
20. -
s et fort erein, Defendants are Jabl t lantff or el ompensatory dmages cased.

by their actionable sonduct.




CAUSES OF ACTION

 CountOne: Breach ofFiduclaryDuty
(Against the D&O Defendants and Tnsurer Defendant)

‘Plaintiff repeats and »reali.egés-.eac_;h andevery __aﬂpgaﬁon; ,set;'fcéﬁﬁ 'inz. the iﬁ:ﬁgpﬁ}g;
paragraphs as if il setforth herein. | |
Py
“The D&O Defendants owed LAHC, i mefiibiers, and it sredditors, fdnciary duties of
[oyalty, inchading the exercise-of oversightas pleaded h::ﬁ:iﬁz, due oare, and the duty to act mgovd
faith and in the best interest 6f LAHC. ‘The D&O Dieféndants stand in'4 fiduciary relation to LAHC
and jts members and creditors and must d_iséha:gc, their fiduciary dutiés in good faith, and with -
-that diligence, care, judgment and skill which the ordinarily prudent person would exereise under
similar circumstances in like position.-
23, | _
At all times when LAHC was insolvent andlor i fhe zone of insolvericy, the D&O
Defendants owed these fiduciary duties to: the creditors of LAHC as- well, | | |
The conduct of the D&O Defendants 6f LAHC, as pled herein, Wentbeyondsxmple '
nogligence. The condudt of the DE&O Defendants cotistitutet gross degligetice, and in soms cases,
willful miSQoﬁtiﬁc‘tj;» In other words, thﬁﬁ.-D&O"Beféﬁﬂtaﬁtsf did not s:mplyact neghgenﬂymthz
management and supervision. of and their dealings with LAHC, tut the D&D Defendants:acted
grosly negligently, incompetently in many instanices, -ajri.‘d?deliﬁc.r»atélis__ in other instances, all in 2
manser that damaged LAHC, its members, firovidets and oreditors.
The D&O Defendants knew or shoula,have’lmnw&ihatrﬂcam Raf,fxzerfs‘wasmquaﬁﬁed=an&
unspited to develop and manage LAHC. |
26
The D&O Defendants knew or should haveknomthafGRIwasunquahﬁed and unsuited
“to develop and manage LAHC, - |
27,
The failtre of the ;D&oﬂ-,})'é%endms to selest a'cotnpetent TPA, négotiate an acceptable

¢ontract with GRI, and manage dnd oversee Beai Partners, CGI, and GRI's conduct, canstitutes



gross negligerice on the part of the D&O Defendants: tht qaﬁsed’fT:&HC o ‘hité other vendars:

and/or additional employees, in effect, to either da work and/or fix work that shonld have been

competently done by Beam Partners, CGI, and/or GRI, tesulting. mtrcmendcusaddmonaland

unrigcessary expenses: and iﬁcfﬁaigngies- to LAHC whlch played asxgmﬁnant role in LAHCs

fajlure.

ways:

28

The D&O Defendants breached thei fiduciary. bhligations in the following, non-exchisive,

‘Lack ofregularly scheduled and meant

A.Paymg excesswe saladesto LAHC executives in relation: fo:the ’poor, madequatc, or".-_

rion-existent services redered by thein to LAHC and/or on its behalf;

Paying excessive bomuses to- LAHE. executives iiv relanon tothe poor, ma&equnm or
non-existent services renders by them te LAHC and/or oniits hehalf;.

Grossly inadequate oversight of LAHC eperations;

Grossly inadequate oversight of contracts with: outside vendors, including CGI and

et meetmgs of the: Board of Direstors and
management; the few board meetings. that taok: place (one in 2012;, femr in 2013; six.

in2014; end onie i 2015), generally lasted abetit an hour;

Gtass neghgence in hiring key mauagemznt and ‘execiives ‘with hmlted or

madequate heaIth insurance expenem:a,

Gross failure to protect the personal health mfomatmn of ‘bscnbers unauﬂmnzcdf :

disclosure of subscribers’ persondl health information; fot- & ample, in Febn
2014, an incorrect setting within LAHC's dacument production system. cansed 154
mcmber ID cards to be erroneously disttibuted;

Gross failure o Issue ID cards to-members accurately and: mm:ly,

Gross f‘aam to Bill premmmsaccurateb?andnmely

Gross failure to propetly calculate memiber out-of-pocket. responsibilities rcsulhng in
members being over-billed for their pértion of services rendered by provxdcrs

Gross failure to collect Iprenﬁ!ﬁn-paymﬁntaﬁmely’ﬁf :atj‘éﬂ}; :

Gross: failute to process. and remrd thie: effEctive: dates of polmes acturately -or
consistently;

Gross failure to process and record the- temnmanon dates of policies accutately or

cansistently;

Giross failure to process invoices correstly nd timely;

Gross faihire to determine andrepmt eligl xhiy of membex:s accwmely“

venfy check regster expcndlmres,



K

“bb.

verify credit card expenditures; for. example, inor areund Gctober 4 'Nevem‘berzel 3,

; Failing to provide notice (delinquency lefters) to-subscribets prior to ¢

Gross failure to have i place and/or to. implement a ﬁnanczal poliey or procedure 1o

a VP of IT Operations at LAHC, Lz

iticurring miore than §35,000.4n 4 chéfgess the B:sfmeganty ofrwlnch' wcra peréenal
expenses, oh & corporate:account with lirits6F $5, ,000;

Grass failure:to have in place and/orto nnplement a financial policy or: pmcedm& ta
verify sponsor invoices;

Gross failure to have in place-and/or'to 1mp1ement policies and pmcéduresr regarding
operational, financial, and compliance aveas: (such as background checks, corrective
action plans, procurément, confract management; and financial m ansgement) befaw
engaging in meaningful work and offemig mmrandﬂ cweragﬂ to'the publicy

Gross: failure to tnderstand, implement, and enforee. the appkcabie “grace period”

pertaining o subscribers as per the ACA and Louisiana Law, La, R.5.22:1260.31,
el.seq.;

Gross failure to Tecord and report LAHC?s claims reservesaBNR) ‘apcurately;,
Gross faihire to repert and appoint agents and brokers;

Gross failure to record and, report the Tevel of care: prcvﬁled “ro LAHC mhenrbers,
enrollees, ant subscribers accurately,

As of Ma:ch 2014, LAHC described it§ own system to Process: enrcrﬁmcnt, ehgxbﬂlty,
and ¢laims handling as a “broker™ pnmess, :

Grossly negligent to choose GRI to replace fo'c:nd went ﬁ:()m the Sryifis

pan me the *

fire; GRI was unqualified, ill-equipped, and. utiable to service the needs of LAHC, itg

members, providers; and- crcmtors,

»Erroneously terminating: covaage for fully's submdmed subscnbers, .

Faxhng toprovide noticeto pm%&dersmgardmg mamber terminations and: lapses:due

1o non-paymet of premiums;

coverape;’

Eailing to. iAaintain an Infmnnahen T&chﬁolggy. envuanment thh adequzte commls:
and risk mitigation to protect the data, processes; and integtity of ;-

Faﬂing'-to:cOIIec't binder payinesits. on;ut'i'r’ne;

Failing to correct :axx_xbiguitiesrm the GRI contract(s},

Failing to select qualified vendors
Failing to seléct qualified matiagement;
They knew or should have known; prior to the public rollout of LMC in. January

2014, that LAFC would not be a viable HMO, and yet they pmceeded__.o offer
policies and:services to the public and wmembrrs knowing: that LAHC would fail;

. They caused and/or allowed LAHC to mxsr@prescnt the. ﬁnancxal condition: and.

viability of LAHC 1o.the., _DQI, the federal. nraent, ity member, its b edxtors,,_
-and the public, thereby allowing’ LAHC torem ain in epemtie_ 1 ruch Tonger that. they ‘




should and would otherwise have, addmg addxtxonxl members and mc‘umng.
additional clainis and debt; '

1. They knowingly paid excessws salartes, pmfessmnal servme: feas, aﬁd cansnlnng'
fees; as alleged herein, wﬁhout repeiving: appropnate ~aluefo LAHC '

“mm, They failed to:implerient internal controls that would have prmntcd*the gross waste
and damages sustained by LAHC &g aresult of their gross: negligence;

nn,  They cmncealed LAHC's true finaricial. condﬁmn anid: msolvency ahd amﬁmally ,
prolonged LAHC’s corpotate- hfc beyond msolvency all to'the detriment of LAIIC
its members, and jts creditors;

‘00:  They grossly mismanaged LAHCs: affaxxs; _

pp. They grossly faled to examise oversight or supervxse LA}IG’S ﬁnancra”l affa:rs, |

| qg. They1 failed 1o aperate LAHCina masenably pnxdent marmex,

regulaﬁans applmable to them, and
58:  Otheér acts-of gross nesglig;xj;;fge as may belater discovered.
The D&O Defendants also breached their fiduciary duty o.fio by, dus:éare, asd good
faith by allowing, if not fostering, individuals with conflicts of interest 1o influence, {fnot control,
LAHG, allto the deteiment of LAHC, its members, providers, nd ereditos. |
| W0
- Because of the 'g;fossl-yfn§giig:nf canﬁuc'éﬁff”tﬁﬁ- D&O DefendantssLAHC was Waefully )
ot prepared to forts roll-out 1o the public on January 1, 2014,
By-approximately .Mérch 2014, just three (3) moniths aﬂerﬁsﬂiadVlSedrollmut the D&O
Defendants compounded an already bad situation ?:yider}iaing .mssr&place@@fwith-GR.’I. as -'IZP'A,

At ﬁns _point, the D&QO Defendants. should have exther exerclsed appmpnate ovarsxght and' o

management to reform CGI's prossly- madequate pcrfermmcc, or: the D&G Dafendants should o

have terminated the Agreement with CGI and fm;;nde & suitable TPA, or the DO ‘Defendants
should have ceased operations altogether. Instead, i&e@&t}ﬂefegdams triade matters worse by
hiring a TPA that was even less qualified and less prepared than CGI fmﬂ!ﬂ‘] ob: GRI,
-5 | |
To furthier damage thesuugghngLAHC,mapprmumatelymxd2014ﬂzeD&ODefendmﬁs

decided to switch healthcare provider networks from Verity Heslthmet, LLG (“Verity”) 6 Primiary

'5}&()".'



Healtheare: Systems (“PHCS™). Once '.‘E_lfgﬁiﬁ,_"fh?i}'DS&Ol-ﬁcfénﬂm" gomduct constitutes gross .
‘ nﬁgﬁgﬁnccpt'hat*ﬁmﬁsﬁi demaged LAHC, its mem'l‘éer_s,;’pmﬁdérs; and creditors.
33,
TﬁefD&O:DS’ef@ﬁdaﬂt& in breaching botH their duty of loyaltyand duty of care; showed a.
conscious disregard for the best interests of LAHC, its members, providere and creditors.
34 |
As adirectand proximiate restilt of the gross negligence mdfowgaingfaﬂul‘ﬁsef‘fhﬂ D&o
Defendants to perform their .ﬁauciary-.oBIi__gatifoﬁé-,g;!LAH(i{,, its membess, its providers and its
creditors have sustained substantial, compens_alﬂé damages for which the D&0 Defendants and
the Tnsurer Defendant are liable, and for whitch Plaintief :isvanﬁﬂ‘éd’; to recaver in.@“‘s;aeﬁan;
The compensable damages caused by the D&O Defendants’ gmssly neghgent mnducg if '
notwillful conduct include, but are not limited to: '

%, damagesinthe form of all logses sustaitied by LAHGC from its 1 mcepnon (e, they
should Have never started LAHC in the first place);

b damagesin the: form of lost profits (s :., the st LAHC would havﬂ eamed, i
any, bt for their: conducz) _

o Hatmages i m the form of excessive: Iasses (.., the dxﬁ‘exence betWecn the amount’
"LAHC wonld have lost, if any;, and the ammmt LAHC did Iuse because of their
conduct);

d. - damages in the formof deepening. msdlveney (\laé., the damages caused by their -
-decision to-prolong the corporate existencé of LAHC beyond insalvencey);

e damages in the form of 4l legitimate debts owed to creditors of LAHC, mcludmg
but not limited to. those unpaid debfs owed to health care providers who delivered-

services to.members of LAHC; ; any debis owedto members of LAHC that were not.

paid, and the debt owed to. €MS (both principal dtid mterest) asd reglt. vaAHC’
gross.negligence: s pled herein;

£ dlsgorgement of all excessive sdlaries, bonuses, profits, benefits, and other
‘compensation inapproprately obtamed 'by theny;

g.  damages In the form -of all exoessive -admnﬁsuaﬁyq,,. operational, and/or
management expenses, including:

i, Untimely payment of mermber and Pl’(lvlder cIauns |

.  Incorrect payment of member anid provider claims;,

1i,. Incredsed interest expenseduztomoonectana/nruuumelycmmsPﬂ?meﬂts
iv.. Increased expenses due to'inedriect mndfarunhmelydauﬁs paymentsy '

v.  Tacorrect and/or untimely payment efagen'rlbroker cottimissions:

1. Inaccurate and/or untimely collection of premium due for health coverags;

11



vii. Thcreased expenses for servicesfrom LAHC vendors ‘other than the third: patty:
administrator;

viii.  Increased expénses for provider networks and medical services;

i%. Loss of money due to LAHC from the Center for Medicare and Medicaid

_Semces ("CMS™) for risk a@;usnnentg, '
%.  Fines incurred for fuilure to have agcnts;f&rﬁkersepmpﬁrl')[s-appﬁi:ﬁﬂﬁ;@nd..

& Tnability 10 repay the millions of dollars Toaned to-LAHC by the: Feileral
government.

b all costs #nd. dlsburscments of this actmn, mcludmg all compensable lxtigauonv
eXpenses.

36.
The Insurer Defendant is liable to the lenhﬁ Jamtly, several’ly and insolido with the D&O

Defendants to the extent of the linits of its respecﬁ\rc pehcres of i msumncc,x for *the failotwng_ _

reasons:

B Travelers Casualty and Surety Compny of Ameticd issvued a P"-'vate Compauy' 1
‘Directors and Officers Lishility Tosurence Palmy 1o LAKC, with polisy limits, upon-
fuforination and belief, of $3,000,000,00; whisk policy was in full force and effect at
all relevant times and provided i insurance coverage fo the B&O Defbnﬂams for some-
or all’ of the claims asserted hersin. by Plaintiff;

b Travelers Casualty and Surety’ Gompany of Ametica xssued a.Managed Garz Etrors
and Omissions Liability Insurance Policy fo LAHC, with polic s, 1
information and belief, of $3,000,000:00; which policy was. ree and ef
‘allrelevant times and provided insurance coverage to the D&Q 'Eﬁfendantsﬁ fm; soma '
-or all of the claims agserted herain by Platntify.

 Count Two: Breach of Contract
{Against the TPA Defendants and Bearn Partners)

37

Plaintiff repeats and realleges each and every alfegation set forth n-the foregoing
paragraphs as if fully set forth herein.

On.or sbout February 15, 2013, LAHC and GOT entéced to an Administiative Services
Agreement (“Agreement”) whereby CGI. agreed fo pérform -certain admlmm‘m aod
manggement services fo LAHC in exchange for cettait monetary compensation gs sef forfi in,
the Agreement. A true and corréct copy oftﬁe. Agrecmentand all exhlbltsasﬁttacked hereto and.

incorporated herein by reference as "Exhibit 1,"



39,

Under the- terms of the: Agreement, CGI rapresented and warranted, Tnter alia; thel

"CGI personnel who perform the services mnder the Agreement. shall Have the appropriate

training, licensure and or certification to perform: gach task assi'gngd_;,mﬁﬂrgm" andﬂmt “CGl

will make a good faith effort to mairtain consistent staff performing the delegated functions”

for LAHC.

40

‘Under the terms of the Agreement, CGI was, among, other ihmgs,obhga‘ted tor.

8.

b

Function as a Third Patty Adtinistrater for LAHC; -

Ageurately process and pay claims for covered ‘services pravzdcd fo LAHC’
miembers by participating providers according o payment terms regarding -
timeliness and the rates and amounts sef forth in LAHCS Pammpaung
meder Agreements

Acourately process and pay claims for t:overed servme& prcmded m LAHC's
menbers by providers;

Competently perform all of those: tasks set forth in' the Agreement, ineluding
Exhibit 2 thereto, such as paying nlaxms, adjudicating ¢leims; determining.
covered services, identifying and processing clean and unclean clairms, collecting
and processing all encountér data, transmitiing denlal- hotifications to. merfibers
’and provxders, transmitting: all reqmred motices, tracking and epczmng* 115»_

and br:neﬁt accumalators, momtonng all cla:ms, subrmmngan claxm ’mckmgr
teporting, and paying all initerest on late paid claims, coordinating the payment:
and processing of all claims and EOBs, and developmg and xmplemcnﬂng a.
funetional coding system; and

Competently perform all of those task expected and required of' a Third Party.
Administration, whether specified jn the Agreement ornot.

41,

CGI breached ity oblwahons and warranties set foﬂh in the, Agreement m &3 grossly

neghveni mhanner, all in the fallowm A nnn-mclusxve: wayst

<

Failed to, pay -claimg -at the proper Contract mtes and amomlts thus resultmg in
an overpayment of claims;

Failed to accurately and properly process enrollment segments and faﬂed to.
tunely reconcile enrollment segments;

Faﬂed to provide proper notice to provxders regardmg member termmanons ami .
lapses due to-non-payment of'; prmmums,

Failed to provide proper notice (delinguency ]e‘cters) 50 subsenbers pnor to
teyminating coverage; and

Otheracts of gross negligence 4§ may .hg'-'l_&téx:ais{:m‘/ergd; ‘



__ 42.
As.of March 2014, just three {3) tmonths aftér'its :r;éﬁééut,?.LAHC-.dés.ctiiindiﬂie}s_y-"stém': :
‘designied and tmplemented by CGI to p:qcess.enfcliﬂ;gng._ eligibility, and. clﬁmshandhng, aas;' a
“broken™ process. Indeed, the conduct of CGI, as dewﬁ'ﬁcdherem in detail, "3?.135?’%53111 heyond
simple pegligence; almost every facet of the sygmmﬁemgnedandunplemexﬁe& by €O as& thir d-
party administrator of LAHC. was a failure: cors cdndtmt, a5 desoribed Herein b detail,
‘constitutes. gross negligence,
| 4. |
COTs broashes of ts warraties and obligations in the Agresmaent have directly caused
LAHC to ingur substantial, ¢ompensatory damages which are i.e::cpv@r&bi&’h}?- Plaintiff herein,
GRI was not qualified to render the _se%v,ices\ as:a third party. aduumstrator(‘l‘?A’) fhat
LAHC needed to be successful. Rather than decline taking on a job: fhat was outéide of its

capabilifies, GRI-WrbngLyfagzéed: ta replace CGI and ﬁéi_',ve as TPA for LABC. GRI's decision
to serve as LAHC's TPA constitutes gross negligence, if ot 4 conscious distegatd for the best
interests of LAHC, its members, providers, and creditors. Hut for GRI's gross negligence, most
,nffiLAHG;&suBs_tanﬁai,..coxﬁpe_nsafto;%yédﬁmagasxwoul&iﬁﬁyqabém.m_:jidgé?

45.

In or about July 2014, LAHC and GRI entered into. an Admiinistrative: Services -
Agreement wheteby GR] ‘agreed to perform certain administrative @d;ﬁﬁnggemgnﬁ, servi ggs-_ﬁ,‘
LAHC in exchange for certain monetary compensation as set forth in the Administrative
ser..v:icemg;recmenr, The Administrative Services Agxserfr;mt:‘had: an-effective date of July 1
2014, The Admiinistrative ‘Setvfcesl Agreement wag amended both In Septenibet 2014 and
December 2014, A wue and correct copy of the Administrative Semces Agreement and. all
amendments and exbibits are collectively referred 1o a5 the "Agreemens" and:are attached hereto;
ingotporated Herein by reférénce and desipnated as "Bxiibit 2."

| % |

Under the terms of the Agreemerit, CGI represented and warmmted that "GRIpersannei '

who perform or provide the Delegated 'S,emi.ces.ls‘peei:ﬁédsservices under this Agréement shall

14



possess fhe appropriste authorization, license; bond andcemﬁcates, nd are full and

appropriately trained, to properly perform the tasks Assigned 1o them ™

Under the terms of the Agresment, GRI wafg,; anmong otherthmgs, obligated to:

d:.

A-1thereto, such as paying claims, adjudwamng

Accmate]y Proceqs and pay clarms far covcred semccs pmvxd'

ftxmghness and the rate;s and ameums set fo‘rﬂ1

Agreements,

Aceniately progess and pay -claims. for cwered setvices prcmded to LAHC’
menibers by providers;

Competently perform all of those tasks set foﬁhin the Agxeement, including Exhibl.t'
determmm_g gavered :

services, identifying amd processing clean. ean, vidn

processing all encounter data, transmiftinig dem l‘nuhﬁcatx 1S 1
providers, transmuung all required notices, tracking and reportin ‘1ts-‘perfarmmce,
tracking, reporting and reconciling all records regardmg’ deduc bles and ‘benefit
accumulators; monitoring all lains; sibmittirig all clains, fracking reportmg, and’
paying all interest on late paid claims; coordinating the. p: grfn oessing of
all claiins and EOBs, and developmg and ftmplémentinga iimctxtmal-codmg System;

and

Competently perfortn gl of thse task ekpa‘ d-and required of & Third Party' .
Admiinistration, whether specified it the Agregmient of fivk

548;

GRI breashed its. obligations and warrznties set forth in the Agresment in a grossly

riegligent manner, all in the following, rion-gxclusive ways:

Al

&

GRI failed to meet most; ifnot 4ll, of the performance stahdards maridated by thc
Services Agreement of July 1, 2014

GRI was unqualified, ill-equipped, and imable to service the needs of LAHC, ity
member, providers, -agd" creditors;

GRI knew or should have known that 1f was: 'xmquahﬁed 1o service: the naeds Gf )
LAHC; _

Pursuant to GRPs Scrvice Agreement GR.I v, rcsponmble for cntxcal»Processes

provzder contracts mcludmg the recexpt‘ and' processmg o,---

~payments the calculatmxi and paymcnt of broker commissions, and: ﬂle pmm:ss of

madaging cal]s into LAHC:

‘GRI whelly failed to provide sufficient. ﬁﬁd afequately ttamed ;personncl to

pexform the services GRI agreed to perfarm. under the Agreement

Failed to process and pay claims.on & tnsely | basm resulhng 1 mtezest paymem
alone in excess of $600,000.00;

Pailed to pay claims at the proper contract ates and amounts; thus xes’ﬁltﬁ'gfiﬁ; an. -
overpayment of claims;

Failed to au:uratdy and properly pracess enrpllment sagmentﬁ and faﬁgd to timely
teconcile enrolinent segments;



-t
I

z

“bb.

dd:

ge..

2429

hb;

Erranecusly teriinated-coverage for fully subsidized subsctibers (SO Invoices);

Failed to. provide proper notice 1o prbwdcrs ,regardmg member terminiafiofis aud
lapses due 10 ncm—payment of prezmums,

Failed to fimely process: enrollment interface. (AN SI 834) fmm CMSS

-Failed to accurately process ‘emciﬂllmgngiiﬁtgxfa;tg¢ (ANSI 834):fromCMs :

Failed to.pass CMS data edits for GMS Bnrollent Reconciliation Process; -

Sibmitted indccurate data to the CMS Enmllment Reccyncxhauon Praccss catisihg:

Srronecus-terminations;

Failed to pass CMS data edits for Bnrollmam Terminations- &: Cancaellatmns
Interface (ANS] 834) to CMS;

Failed to: pass CMS da’ta. edits: for Edges Server Eﬁwii’mént 'énﬁnﬁssion‘sfv CMS
Failed to use standard coding for illastrating, non-lef.f'ecmated thembers (Using years:.. -
1915 and 1900 a5 wermination’ year), v

tcnmhatmg mvemgs- v

Failed to invoice subsoribers accurately-when APTC changed;

Failed to invoice subscribers for pmvmusly -impax‘d amounts {no balance forward);
Failed to.cancel members for non-payment of binder payment;

Bailed to cance] membex‘éa&crpasswecnmﬂmen’(

Failed 1o admimister member beefits (maximu 'Dﬁfeaf-;pqéke& -'ﬁ:écgédgd;);
Failed fo pay inferest on claims to'providers; - |

Failed to-pay claims within the contractna] tmcﬁames

Failed to adjust claims after retroactive disenrollments;

Faiilure to examine claims fof potenitial subrogation

Failed to maintain adeguate cusmmerservxccstafﬁng and call center technalogy;

Tasled tQ process APTC changes from CMS within-an appmpnate timeframe*

'quled to capture all claims dlagneses data from provxderS, ‘

Failed to pass: CMS data edits for Edge Servet cl‘axms ~subrms§iéh§ -"to‘ »”CM’S‘

Failed to Joad the 1 817 claims. fmm the 4{29/!6 and 5/2116 check TUns’ ontﬁ the_
EDGE Server,

Incorrectly Lalwlated ¢laim adjustments, especially as it pertaing to a subscriber’s
maxirduo sut-of-pocket Himit;

Paid claims for members that never gffectuated;:

Failed to pmtect the perSona] Tealth: mfcirmatmn of snbscnbers‘j-

6
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mm,

nm

oo,

fej o8

Failed 1o 1ssue 1D cards to mgmbers ac:amately and ﬁmely and without eﬁ’emva

dates;

Failed to have in placeand/or to nnplcment aﬁnanmal policy Qrprocednre 10 venfy .
credit.card expenditures;

ce: ,p&ﬁba’f"'
1260.31,

leed 1o understand,. unplement, and enforce thc applicable *
pertaining 1o subscnbers as. s per the ACA. and Lomsxana Law, La. RS 1
et §¢q.;, )
Failed to record and report LAHC's claimsg reserves (IENR) acourately;
Failed to report and appoint agents and brokers appropriately;

Failed 16 record and repart the level of eare provided o LAHC members, enrollees,, -

and subseribers acenrately; and

Failed to maintain an Information Technology environm ent wrt;h adequate confrols
and risk mitigation 1o protect the data, processes, and irtegrity of LAHC data.

According to-the Agreement, GRI was obligated 1o pay UlalmSWﬁhm the time frame’
required by applicable law; and if claims were: paid untimglybe(:éusz af GRI’s conduet, aRI
““shall be responsible for paying any required mteresl p&mky to: Providers.” B:ea‘uﬁe of GRDS
grosy negligence and pon-performance of its cantrachual obligations owed tq I-AHC AULHEOUS .
claims were paid late and significant interest penalfies Wéremcun‘ed And paid by LAHC.. GRI

“is*db’ﬁgated-m’-_pay all such interest penalties,

50.

GRI's gross negligence and breaches of its warranties and bligations in the Agreement

‘have directly cansed LAHC to incur substantial; compensatory damiages which are recoverable

by Plaintiff hersin.

Beam Pastriers.

51

Beam Partners was:not qualified to render the services as .a..r,hauég‘ef»zan&’ea&%wpérzaﬁd"/éif

decling taking on-a éibb that wis outside of #ts -ﬁapaﬁihpes,;ﬁeam R At ers WIUHS}? ,ggqhesﬁrat&d'
and agreed to manage, develop, and serve as TPA for LAHC froml“ts inogption, Beam Partner’s
decision to manage, develop, and effectively serve as LAHC’s TPA constiutes gross negligence;
ifnata conscious disregard for the best mtcrestsofLAHC;ftSmﬂmbcrs,pmvlder% and creditors:
But for Beam's gross negligence; all of LAHC's ‘&Wﬁﬂsfﬁﬁmﬁnw@r&ﬁmﬁgés ‘wonld have:

‘been ayoided.
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32
Given thet namerous individuals who eithier ownéd, managed and/or worked for. Beam

Parmers,mcludmg'ferry Shilling, Alan Bayhiam, Mark Gentry, im McHuney, Deborali Sidener,
Jim Krainz, Jim Pitfman, Michael Harmett, Eric LeMatbre, Etoshia MoGes, Diana Pitchford, Datla
Coates, were 2l50 invalved;»ﬁthm&'manage&fhmﬁ fromm the beginning as officers; iréctors; and
employees of LAHC, for all intents and purposes, Beam Partners was clasely related to dnd acted.
as LAHC.

53,

From approximately September 2012 thiough May 2014, LAHC paid fore than $3.7

million in the form of consulting fees, perfbtmiance foes, dnd expenses to Beam Partners,
LAHC and Beam Partners, LLC entered futa a’Maﬁagement azid Dmiﬁpment Ag‘reemenc

services for LAHC inexchange for certain monetar, wmpensatmnassctfmfhmtheManagemcnt :

and -;Ijévék}pmeﬁf_j Agreement. Warner Thomas, as Chair of tﬁe;me;t& of Diteetors of LAHC,
signed this Management and Developuient Agreement on Qotpber 8, 2012; Terry Shilling signed
the Managerment an&ﬁevelopmeﬁf Agreement f;cn‘iiehaifbfﬁemﬂkmme_rs, LLC, with an effective
date of August 28, 2012. At this time, Terry Shilling was simulmeausig the Interim CEO.of
LAHC and a member and owser of Beam Partuers, ‘This Agreement was amended at least twice.
A true and correct of the Management and Developmgnt Agreemem, all Exhibits themm (with: the
exception of Exhibit 2, “Péerformance Objectives for Se:mc%” Whlch is mavazlable, Axmdment '
1, and Arenduyent 2), is attached hereto and ificorpurated by reference as “Exhxbxt '53,;?"
55, "

-essential to the formation of ’t_h; Copperative ard its. ap;{::kcatlon\:for CO-0P program loans;™ |
inclading training all directors, securing the requisite licensure from LDOI, developinga network -
of providers for LAHC, recruiting and vetting saﬁdiﬁatés for positions at LAHC, creating:
processes, systems, and forms. for the (j)perz_;itiuﬁ of LAHC, and. 1dem1f}img, Iiegottahng and.

exemu}ngadnnnis&aﬁve services forthe ng;;aﬁ or of LAHC '

18



56.

Inshon, Beam Partners agreed to transform the: start-up LAHC inito awellmrgamzcd wellq

ﬁmded and wen-run HMO pnot o] anuary 1 2014 thie: roll—out date of LAHC to:the public.

Bearm Partners utterly failed to meet its contragtial obhgataons owed'to LAHC and breackied ité

 obligations and warranties: set forth in the .Agrgem;ent in'a grossly neglipent manter, All i the

following, non-exclusive ways;

a.

Lo

[
w0

Failing to train all direclors of ]

Failing ‘to identify; select, and retain qua‘hﬁed third p‘j_f_;'{‘
including but not limited to CGL and/or GRT;

confractors for LAHG,

AHC regarding how to manage such an HMO; -

Failing to-develop 4 network of providers for LAHC;

Failing fo rectuit and ade'quately)vetapptcpﬁatécandiﬁatesférpwiﬁcnéathAﬂC*-

Failing to create adequate and/or fimctioning 'pxocesses, systems, and;form for-the:
opeiation 6f LAHC;

Emlmg to to idenfify, nepofiate, and execute a&equate: andfor: f\mtﬁaningj
administrative services for the opetation. of LAHC:

Failing to report and provxde LAYC with: complete ‘deeurate; and défailed recards of |
its performance of 41l services promded to LAHC;.

Failing to -adequately diSclose conflict of interests regarding Beam Paﬂners and
LAHC to any regulatory authority;

Failing to provide sufficient and adequately tramed pcrsonnel o perform the services:
Beam Partners agreed to perform under the Agreement; and.

Ingeneral, by completsly failing to have LAHC.ready and able ta meet iis c}bhgaﬁons

to-the publi¢, members; providérs, and dreditors on or before. tha toll-out date of
January 1, 2014, .

37

The numerous failutes of Bean Partners to perforin its obligations owed fo. LAHC

‘constitiite gross: negligence, if not a-conscious: disregard for the: hé’st;.‘:in;tﬁ'_rjésts of LAHC, its

raetbers, providers, and creditors.

58,

To the extent that Beam Partners made the desision to keep tising CGL as TPA unil i was

too late, Beam Partriers is grossly negligent in that it knew or should have Yenown fhiat CGL weis

‘unqualified to setve as TPA.
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59.

To the extent that Beam Partnérs made the detisionto replacs CG with GRI as TP, Beam
Pastaers is gossty nogligent in that i knew o shonld. have knowen that GRI veas onqualified fo
serve 15 TPA, ' ' ’ _ .

60,

* To the extent thar Beam Partners made thie decision 16 terminate the Verity contract, Beam
Pastiiers i grossly negligent in that it knew or should have kaows thet termninating the Verity
contract would be a sibstamtial factor in causing LAHC toincm: adiitional, innée cssiny exprnse
and, ultimately, to ¢ollapse.

61,

Beam. Pariners® gross -negiigcnce and breaches:of x‘ts Wmantxes i ﬁbﬁganans in the
Agreement have dirgotly caused LAHC to incur substantial, compensatory damsages whmh are
recoverable by Plaintiff herein,

‘Count Three: Gross Negligence snd Négligence
(Against the TPA Defendants and Bearn Partuers)

62, ‘
Plaintiff repeats and realleges each and oyery allegahmn set forth in the qusgeingi'
parapraphs as if flly set forth herein.
6. |
,,C'iGI,_.-GRL_az:.d:.Bcam..I;érhIm each had'a duty to engure that its personnel who performed: -
services for LAHC were adequately and appropriately trained, licensed; and certified to-perform
the'services and functions delegated by LAHC fo each af am |
64.

CGI, GRI, and Bear Partners cach had a duty to accurately process and pay-claits o

65,

Car, GRLandBeam Pariners.each had a duty to perform their obligations iiﬁ.&;'rs&sﬁhablq;

‘competent; and professional manner.
& )
CGI, GRY, and Beam Partuers each breached their duties ini that it negligently fajled to
cause LAHC to accuratsly process. and pay health insurance clamis in-a timely manner at the

correct rates and Amounts:

20



- 6L |

GG, ORI, and Beam Partness cack breacked: faeit duties i the they negligently snd
wholly flled o perform thelr obligations in a seasomable, competent, and proféssionel mammer,

CGI, GRI, and Beam Partners each were grossly negligent in that they wastonly failed to
provide a sufficient number of adequately rained petsonnel who had suffisient knowledge of fhe
syster program-utilized by LAHC to process-and P yhgalfhms‘l“aﬂce ¢latms at the correct rates
and amounts incomplete and. técid:ssi disregard-of the fights ofL AHC, its members, prmaders,
and creditors.. ‘

COT, GR, and Beam Partners each wore prossly nogligent tn that they wantorly filed to
cause LAHC to-accuratély process and pay health insurance claims in a finsely maovier af thc
coreet Heath insurance rates and amonis in. complet and rockss disregard of the rights of
'LAHC; its members; providers, and creditors.

59..

As & direct and proximate restlt o GGP', GRI'S, ind Beaint Pacters* isgligence or gross

negligencs, LAHC has inourred substantial, compeasatory damages, which are recovesabloherein |

by Plaintift.

70,

Plaintiff is entifled to and hereby demands.a sl by jury on sl sriable issues.

e



PRAYER FOR RELIEF

WHEREFORE, Plaintiff; Jarnes I, Donelin, Commissioner of Insurance for the State of
Louisiana in his oepacity-as Rehabilietor of Louisista Health Coopesative Inc, through his duly
appointed Reoeiver, Billy Bostick, ptays and ﬂe,.manais that the Defendants named herein, Terry' S,
Shilling, George G. Cromer, Warner L, Thomas, IV, Williar A. Oliver, Charles I, Calvi, Patcick
€. Powers, COT Technologies and Selutions, I:m,ﬁmﬁp Resources Incorporated; Beam Partners,
LLGand Travelers Casualty-and Surety 'Cbmiiaﬁ)? of Ametice, 5‘? ‘C‘fi‘ted;mfﬁppéiaf- and answer, and-
that por  final hearing of the cause, Judgment be entéred against Dgf&ndams atd ity Bawor of
Plaintiff for all compensable damages in an atmotmt reasonable fn the premises, including:

a. All compensatory damages allowed by apyhcable law caused by Défendants™
actionable: conduct;

'b. the recovery from Defendants: of al aﬁmmisﬁanve c.ests mcn‘n:ed as @ result of the
necessary rehabilitation and/orlxqmd ation proceedings;

. 4l fecs, expenses, and compensation of any Kind paid by LAKC o the D&O
Defendants, Beam Partrers, €GI, and GRE; ..

d. any and all equitable relief to Whm’h}?lmuﬁ'mayappearpmpeﬁyelltlﬂedi :
¢ dll.recoverable costs:and E;ii'satign;'qupmlﬁs-@@#é& herein;

£, all judicial iriterest; |

g any and all equitable zelief fo which Plainfiffmay appear properly enfifled; and

b all furthier relief to which Plaintiff may appear entitled.

7E Cuncnsm TA~ La Baz#zs”“’l: ’
Edward 1, Walters Jr.,La. Bar #13214
Darrel J. Papillion, La. Bar #23243

David Abboud Thomas, La. Bar #32701.

Jennifer Wise Moroux, La. Bar#3 1368
WALTERS, PAPHJLIQN, _ ‘
THOMAS, GULLENS, LLC

12345 Perking Road;, Bldg One

Baton Rotr 185 LA 70310

PLEASE WITHHOLD
SERVICE AT THIS TIME
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JAMES J, DONELON, COMMISSIONER *: SUIT'NO.: 651,069 SECTION: 22
OF INSURANCE FOR THE STATE OF . -

LOUISIANA, IN HIS CAPACITY AS

REHABILITATOR OF LOUISIANA =

HEALTH COOPERATIVE, INC. v

Versus :  19™JUDICIAL DISTRICT COURT

TERRY S. SHILLING; GEORGE G :

CROMER, WARNER L. THOMAS, IV,

WILLIAM A.OLIVER, CHARLES D.

CALVI, PATRICK C. POWERS, CGI o
TECHNOLOGIES AND SOLUTIONS,  : PARISH OF EAST BATON ROUGE
INC., GROUP RESOURCES s "

INCORPORATED, BEAM PARTNERS,

LLC, MILLIMAN, INC., BUCK

CONSULTANTS, LLC. AND

TRAVELERS CASUALTY AND : N

SURETY COMPANY OF AMERICA : “STATE OF LOUISIANA .

FIRST SUPPLEMENTAL, AMENDIN GAND. REST ATED PETII’ION FOR DAMAGES
AND REQUEST FOR JURY TRIAL

NOW' INTO .COURT{, through undsrsigz_;e& counsel, »;caﬁie,s James I . Donelon,
Commissioner of Insurance for the State of Louisiana in.hiézeapz{cfty .as;Rﬁhahﬂitatof eﬁimuigiana "
requests that this FIRST SUPPLEMENTAL, AMENDTNG AND RESTATBDPETITION FOR
DAMAGES AND REQUEST FOR JURY TRIAL be filed :ﬁﬁél_-eit;j and served u;,;m all named
Defendants; and respectfully represents:

'ff%_; |
That the caption of this matier .be-amended to read as follows:
JAMES J. DONELON, COMMISSIONER ¢ SUIT NO:: 651,069 SECTION: 22
OF INSURANCE FORTHE STATEQOF
LOUISIANA, IN'HIS CAPACITY AS

REHABILITATOR OF LOUISIANA
HEALTH COOPERATIVE, INC.

LR 3

versus : 19 JUDICIAL DISTRICT COURT

TERRY S. SHILLING, GEORGE G..
CROMER, WARNER L. THOMAS, IV,
WILLIAM A. OLIVER, CHARLES D,
CALVI, PATRICK C. POWERS, CGI. - R o
TECHNOLOGIES AND SOLUTIONS,  : PARISH OF EAST BATON ROUGE
INC., GROUP RESOURCES - ‘ | |
INCORPORATED, BEAM PARTNERS,

LLC, MILLIMAN, INC., BUCK.

CONSULTANTS, LLC. AND

TRAVELERS CASUALTY AND : o

SURETY COMPANY OF AMERICA. . :  STATE OF LOUISIANA

EX NN SR Y SRS

EXH.
" FII




JURISDICTION AND VENUE

‘This-Coutt has jurisdiction ever this ,digpute mvolvmg Leui'sianaﬁeaulﬁth »‘Cq.ép@:at?i’w; Inc,
(LAHC") = Lovisiana Nonprofit Corporation: that holds a health materance organization
(“HMO®) license from the Louisiana Department of Insurance, is tfbuiiﬁiie.&;.i;org‘anize& and doing.
business in the State of Louisiana, and maintains its home ofﬁce in Louisiana.

3.

This Court has jurisdiction over all of the named Defendnts becansé each of ther bas
transacted business or provided services in Louisiana, has caused damages in Lomsxana, and
because each of them is obligated-to or holding assets of Louisiana Health Cooperative, Irc.

. _

Venue is proper in this Court pursuant to the :pmi/'isiiiari. of ﬂxe Loudsiana Ingurance Code;
including La. R:S. 22:257, which dictates that the Nineteenth Judicial District Court has exclusive
jurisdiction over this proceeding and La.'.»_.lé-.S;»inz:izﬁf)ﬁéi,.whiéh:prevides for venue:in this Courtand .
Parish, as-well as other provisions of Louisiana law.

PARTIES
5.
Plaintiff

The Plainfiff herein is James J. Donelon, Commissioner. of Insutance for the State of
Louisiana in his capacity as Rehabilitator of Louisiana Health Cooperative, Inc., through his duly
appointed Receiver, Billy Bostick (*Plaintiff").

6

Louisiana Health Cooperative, Inc. (‘LAHC”) is a Nonprofit Corporation incorporated-in
Louisiana on:or about September 12, 201 1. LAHC was orgatized in 2011 as aqualified nqn'pmﬁt
health insurer under Section S01(¢)(29) of the Internal Revenue Code, Section 1322 of the Patient
Protection and Affordable Care Act of 2010, the Louisiana Nonprofit Corporation Law;, and -
Louisiana Insurance Law, |

A Petition for Rehabilitation of LAHC was filed in the 19% JDC, Parish of East Baton.
‘Rouge, on September 1, 2015; on September 1,2015, an Order of Rehabilitation was entered, and.

oni September 21, 2015, this Order of Rehabilitation was made permanent and placed LAHC into’



-rehabiliiaﬁoﬁ and under-the direction and control .of the Commissioner of Insuranice for the State - |

of Louisiana as Rehabilitator, and Billy Bostick s the duly appointed Receiverof LAHC.
g

Plaintiff has the authority and power to take action as deemed necessary to rehabilitate

LAHCE. Plaintiff may pursue all legal remediés available fo MHC,wheretomeuscondum or

breach of any contractual or fiduciary obligation detrimental to LAHC by any persorn or entltyhas

been discovered, that caused damages to LAHC, its members, policyholders, claimants, and/or
creditors,
9.
,Defendani#?
Named Defendants herein are the following:
10.

D&O Defendants

&  TERRY S. SHILLING (*Shilling”), an individual of the full age of mejority

domiciled in the State of Georgia, Shilling was the Chief Executive Officer, President and Director

of LAHC, from 2011 until approximately 2013,

b GEORGE G. CROMER (“Cromer”), an individual of the il age of majority

domiciled in the State of Louisiana, Cromer was the Cinef Executive Officer” OfLAHC after '

‘Shilling, from 2013unt11 approximately August 2015.

¢ WARNERL.THOMAS,IV (“Thomas"), an individual of the full age of majority

domiciled in the State of Louisiana. Thomas was a Director of LAHC from 2011 wntl
approximately January 2014, |

d. WILLIAM A OLIVER (“Oliver”), an mdmdnalof the fall age of majority
domiciled inthe State of Louisiana. Oliver was & Director of LAHC from 2011 ﬂm)ugh 2'.:015-_. |

& CHARLES D. CALVI (“Calvi"), an individual of the full age: of majority

dorniciled in the State of Louisiana, Calvi was the Executive Vice Presidentand Marketing Officer

of LAHC from 2014 until approximsitely August 2015. |
£ PATRICK C. POWERS (“Pawers"), an individual of the fll age of majority
who is curteritly, upon information and belief, domiciled in-the State. of Tennessee. Powers was

the Chief Financial Officer and Treasurer of LAHC from 2014 until ,appgoxiﬁ;m&f April 2015,

e



1L,
TPA Defendants

a  CGI TECHNOLOGIES AND SOLUTIONS, INC. (CGP’), a forsign
gorporation believed to ,.be-domfcﬂed'.in Delaware with its principal place of business in Virginia. |
From approximately March 2013 1o approximately May 2014, CGT served as the Third Party
Adnﬁﬁis_tratér. of LAHC. CGI contracted with and did wotk for LAHC in. Lcﬁﬂiﬁm

b GROUP RESOURCES INCORPORATED (“GRI’), 2 foreign corporation
,belieyed to ;be:domicifled. i,l."x,:_Georgia; with its pnnmpal place of buSiineSSf.»i:x;Is-GeOtgiﬂi From
approximately May 2014 to approximately May 2016, GRI served as the Third Party
Administrator of LAHC, GRI contacted with and did work for LAHC in Louisians.

. BeamPartners, LLC

4  BEAMPARTNERS, LLC (“Beam Partners”), a foreign corporation believed to
be domiciled in Georga vifh i principal place of business in Georgia. From prior 1o LAHC's
incorporation in 2011 through approximately mid-2014, Beam Partners developed and managed

LAHC. Beam Partners coniracted with and did work for LAHC.in Louisiana.

13.

2.  MILLIMAN, INC. (“Milliman”), a foreign ¢oxporatioxi believed to.fbé.fdomi’r;i‘ledz
in Washingten thh itg:principal place of business in Wés;hjzi'gmm From: appmxim:afélyégﬁgw
2011 to March 2014, Milliman provided professional actuarial services o LAHC,

b,  BUCK CONSULTANTS, LLC (“Buck”), a foreizn corporation believed to. be
domjiciled in Delaware with its principal ziléc':a of business in New York. ;I'é‘m’x;;.;-?agproxi;m.ﬁatély
March 2014 through July 2015, Buck provided professional actuarial servmes to LAHC.

14..

Insurer Defendant

a.  TRAVELERS CASUALTY AND SURETY COMPANY OF AMERICA
(“Travelers), a foreign insurer, doing business in the State of Louisiana and subject to the
regulatory authority of the Louisiana Department of Insurance, who issued an applicable policy or

policies to LAHC that provide coverage for claims asserted hereid,



DEFINED TERMS
15. -

Asused herem the. following termis are. deﬁned as follows:

1. “D&O Defendants” shall refer to and mean those dlrectors and- afﬁcers of LAHC
named as Defendants herein, spécifically: Terry 8. Shilling, George G. Cromer, Warner L.
Thomas, IV, William A. Oliver, Charles D, Calvi, and Patrick C. Powers,

2. “TPA Defenﬁan._ts*-"lshan:-refe:tq»:an.& mean those thlrdparty jadrxii‘xii"s‘.&ét__@s hired
by LAHC to aversee, manage, and otherwise operate LAHC named a5 Defcndants herein;
specxﬁcally ‘CGI Technologies and Solutions, Inc, and Group Resources Incorporated |

3. “Insurer Defendant” shall refer to-and mean those inisurance comyames named
herein which provide insurance -cov«:xagc‘»for:anyl»af the claims asserted -he,r,e.m,hy -'-LAHG-agamst{
any of the Defendants named herein, including: TraVelersCasualtyand SuretyCompauy of
America (“Travelers™), | | | _ |

4. “Actuary Defendants” shall refer to and mean those actuaries Hired by LAHC to-
perform: actuarial services for LAHC and named as Defendants herein, specifieally: Milliman,
Inc, (“Millisian™) and Buck. Consuhmg, Ine. (“Bu::k”j

5. “LDpI” shall refer to-and: mean the Louisiana Depattment of Insurance.

6. “(SMS.”' shall fjcfcr; to-the U.S. Bf:partmcnt;,ofﬁgaith,and Human s,Sar\acesr_,stmér'S’

for Medicate & Medicaid Services.

[THE REMAINDER OF THIS PAGE INTEN

TONALLY LEFT BLANK]



FACTUAL BACKGROUND
16. |

The Patient Protection and Affordable Care Act ("ACA”) established health insurance
exchanges (commonly called “marketplaces” to allow individuals and small businesses to shop
for health insurance in all states across the nation. To expand the number of available healt -
Oriented Plan (“CO-OP) prograni. The ACA further dirested the Secretary of Health and Homan
Services to loan money to the CO-OP’s created in each state, BegmHmEQneruafY 1,:2014, each-
CO-OP was allowed to offer health msur&nce through the newly: minted marketplaces for its
respective state. A total of 23 CO-OP’s were created and funded as of January 1, 2014. State
regustos, ke the LovisinaDepatmen of nrance (LD v the pimanyovesight £ CO-
OP’s a5 health insurance issuers.

In Louisiana, the CO-OP created and-'fﬁnded pursuant to the ACA was 'Légi‘sféna; Healih -
Cooperative, Inc: (*LAHC”), a Louisiana 'Nnﬁpfoﬁt"@_ﬁ,moraﬁéﬁ;ﬂlat--hojdgv a health maiiitenaxoe
organization(“HMO") license from the LDI. Tncorporated in 2011, LAHC eventually applied for
and recsived loans from the U'S. Departimerit of Health and Huusaen Services, Centers for Medicare
and Medicaid Services (“CMS”) totaling more than $65 miltion; SPeeiﬁcaﬁy ;a@éﬁiding. to the
2012 Loan Agreement with LAHC, the Louisiana CO-OP was awarded a Startup Loan of
$.1;,2,-4i§,56@ anda S_olve‘rmy Loanof $5 2’5._1,431:(;(1 . Purstant to the ACA, thcsi:{-\lbans: wers to'be
awarded only 1o entities that demonstrated a high probability of becoming financially viable. All
CO-OP loans must be repaid with. interest. LAHC’s Start-up Loan must be re}ﬁai d 0o Later than
five (5) years from disbursement; and LAHC’s Solvency Loan must be tepaid.no later than fificen
(15) years from disbursement -

18.

From the start, because of fhe gross negligence of the Defendaits nared herein, LAHC
fled miserably. Before ever offeriog  polcy torhe public, LARC lostapprosimately $8 mllion
in2013. While projecting a modest loss of abut $1.9 million in 2014 in its loan application to
'CMS, LAHC setually lost about $20 million in its first year in business. And although LAHC
projested turning a modest profit of about $1,7 million in 2015, i actually Jost more than $54

million by the erid of that year.



19,

The actuaries hired by LAHC to determme the: CO-OZP’s feaSIblhty, assess its. fundmg
needs, and set the premiutm rates to be charged by: LAHC m bath 2014 and 2015 breached the;r
respective duties-owed to LAHC. The actuaries hired by Lm:.ynssly-mdareSMatcd the Tevel
of expenses that LAHC would incur, made erroneous assnmptions regarding LAHC's relative:
position in the marketplace, and grossly- mxsunderstond or mxscalculatnd how‘che risk adjustmen’t'
component of the ACA Would impact LAHC Rather than LAHC elther recewmg a nsk
adjustment payment or LAHC not being assessed any such nsk adjustmant payment atall, as: thc
actuaries: etroneonsly predxcted in actuality, LAHC inicorred: s1gmﬁ cant risk ad justmeni payments.
in both 2014.and 2015. These failures of the actuanes-who: iser-v;,ed LAHC werea si gmﬁcant:‘factor?
in-causing LAHC's ultimate collapse: | o

20.

‘Notonly did LAHC lose a tremendous amount of money; but, from "i-t'-s’.'i’t’;cep‘ticn‘, LAHC
was unable to- proccss and manage the eligibility, enroilment, and ¢laims handhng aspects nf the
.process:-wasrdcﬁc;,ejm-,;xesultmgfm: nuwmErous lm}?afé.ﬁ}ﬂlmﬁ;,ﬁﬂﬁxﬁﬁlyfpa;ﬁ?(}I._alm'sv,,and fezmnegusly
paitd claims. |

21

By July 2015, only eightecr months after it started iséuing policies, LAHC decided fo stop
doing business. The LDI placed LAHC in rehabilitation in September 20_.1::5-,,5_._faud5a.'Regeivetr;\.fBﬂly :
Bostick, was appointed by this Court to take control of the failed Louisiana CO-OP.

| 22, | |

The various parties' who created; developed, managed, and worked forLAHC (re, the -
"Defendazzxtsrname& hexéinj comp_lete}’ygfaﬂed:m m_eét their 'zespegtivé :obﬁli;gaﬁbi}:sjia-ﬂie. gﬁbscﬁléarsi :
providers, and creditots of this Louisiana HMO. ’From‘-tha.:ibéginﬁingf? of its exxsteme,LAHC was
completely ll-squipped to service the needs of its subscribers (ielts membc,gs,;f?:po_l'it;yhptdg_féj N
the healthcare providers who provided medical services to-its members, and the vendors Whodld
business with LAHC. As dfescr’ibed, in_.;:detai’lfhgrei'n,i:thé'cb;,l_‘du:ét of theé Defendants named herein
went way beyond simple negligence. For mstance, when the 'L‘D},iftbak; over thc operations of

LAHC, the CO-OP had a backlog of approximately 50,000 claims that had not been frocessed:



Because of Defendant’s gross negligence, as of December 31, 2015, LAHC had lost more than
$82 million.
As set forth herein, Defendants are liable to lennﬁforaix ‘ébmpensatgryi'f&amggaf,s;.ggusyzi.
by their actionable conduct.
| CAUSES OF ACTION

CountOne: Breach of Fiduciary Duty
(Against the D&O Defendants and Insurer Deféndant)

24, | |

Plainfiff repeats and realleges each and every -allegation set ‘-fa’rthir.x;:‘the;: foregoing
paragraphs as if fully set forth heren. | *

The D&O Defendants owed LAHG, it membersand its oreditors, fiduciary duties of
Iayaity,iifnc}fuding the exercise of Qi?e;vsiglxt- as pleaded herein, dué care, and thedutyto dctin good |
faith and in the bestinterest of LAHC. The D’.&Q'Def;endants-stand:_in-a.ﬁ&uéiaxy-relaﬁontqiLAHCi
and. its members and creditors and must discharge their fiduciary duties in good fmth,and with
theit diligence, care, judgment and skill which the ordinarily prudent person would exercise under’
similar ciroumstances in like position.

At all titmes when LAHC was inselvent and/or in the zone: of !insblyenqyj,j thc D&O
Defendants owed these fiduciary duties to the creditors .of LAHC as well..

| 27. |

The conduct of the D&O Defendants of LAHC, s pled herein, went beyond szmple
negligence. The conduct of the D&O Defendants constitutes £ross negliganée; and in some cases;.
willful misconduet. In other wards; the D&O Defendants did not =sim_i;,1y;gictaneg_?lifgemly:iinfx;hé‘
mﬁanagemen;-ana supervision- of and their dealings with LAHC, but ﬁwD&éi Defendants dcted
grossly neglipently, incompetently in many iﬁs;ta‘ﬁr:&sf,,axid;;déﬁber_a‘f@lsis. mcther msfﬂnces allina
mannerthat damaged LAHC, its members, _pré,w)ider.s and creditors. H

28.
The D&O Defendants knew or should have known that Beam Partners was unqualified and

unsnited to develop and manage LAHC.



29,

The D&Q Defendants knew or should have known that- GRI was unquali.ﬁédvsand unsuited

to-develop and manage LAHC. | | < -
30.

The failure of the D&O éxDﬁfendants- to select & ¢9ﬁpé’t'¢ﬁf’ TPA, ’I.legdtiaig —
contzact with GRY, and inanage aid oversee Beam Partirs, CG, and GRI's conduct, constitutes.
gross negligence on the part of the D&O Defendants that caused LAHC mhmum vesidrs
v:aJ,::ldi’br additional employees; in effect, to.ither do Wﬂrkand/orﬁx el st e b
competently donie by Béam Parters, CGI, and/or GRI, resiilting i tremendous additional and
- unnecessary. expenses and- inefficiencies to- LAHC which played a g;gnlﬁcant role in LAHCs
failure. |

31

Thie A0 Diefendants breached e ﬁ’auéi:ﬁaryzdﬁl‘iiga_tionsén thafollgmngnonexciusm

ways:

a, Paying excessive salaries to LAHC executives:in relatmn 1o the poor, madequate, or
non-existent servicesrendered by themto LAHC and/or on its behalf

b. Paying excessive bonusesto LAHC exacuhv:es m relanan tothe poor; madequate, or
‘non-existent services renders by them to LAHC and/or ot its behalf;

¢. Grossly inadequate oversight of LAHC operations;

a. ‘Grossiy inadequate oversight of contracts with outside vendors,- mﬂludmg CGI and] :
GRI;

e. Lack of regularly scheduled and meamngﬁxl meetmgs of the Beard af Directors and' '
management; the few board meetings that took place (one in2012; four in 2013;.six
in 2014; and one in 2015), generally lasted about an hour’

f.  Gross negligence in hiring key management, and exﬂcutwes th‘h limited or
inadequate health insurance expetience;

g Gross failure to protect the personal health information of subscnbers ‘unauthorized
disclosure of subscribers® personal health information; for example in February
2014, an incorrect setting within LAHC's document production system caused 154
memiber 1D cards to be erroneously dlsmbuted

bl

Gross failure to "pa}y.é;laimsvtimel}" @if atall);
i.  Gross failure to bill premiums accurstely and timely;

k. Gross failure to properly calculate member oubof»packet respcnsxbﬂmes resuhmg in
members being over-billed for their portion. of services rendered: by providers;

I.  Gross failure to-collect premiyion payments -tlm;_zl.y (if atall);



T.

t.

s

aa.

1bb.

ce,

Grossly neghgent to choose GRI to replace CGI; went, fwm the fr
fire; GRI was unqualified, Ill-equlppcd, and unable to service the needs of LAHC, its

Gross: Failure to process and record the cffectwe dates. of policies: accuratcly or
consistently;

Gross failure to process and reeord the termination dates of pahmes accuratcly oF’
.consxstenﬂy,

Gross fafjure to process invoices comrectly and timely;
Gross failure to determine and 5¥ﬂeport'f‘e1igibi’1jt;y of members-accurately;

Gross failure to have in place and/or to unplemcnt a ﬁnemcxal policy or procedure to
verify check register expenditures;

Gross failure to have in place and/or to xmpiement a financial’ policy ot pmcedure o

verify credit card expendmlrcs for example, in or around October to November 2013,
a VP of IT Operaums at LAHC Larry Bntler, mzsused Ius LAHC credit card by

expanses cm a corporate account *wﬁh lmnts of $5 000

Gross failure to have in place and/or to. xmpiement a ﬁnanc:al pohcy or procedure fo
vetify sponsor invoices; :

Gross failure to have in place and/or:to implement policies and procedures regardmgf

operational, financial, and compliance areas (such as bagkground checks, corrective.
action plans, procurement; contract management, and financial fanagement) before
engaging in meaningful work and offering insurance coverage to the public;

Gross failure to understand, implement; and enforce the applicable “grace: period”

pettaining to subscribers. as pet the ACA: and Louisiana Law, La. R.S. 22:1260:31;

et. seq.;

‘Gross failure to record and report LAHC's claims reserves (IBNR) acsurately;

Gross faibire toreport and appoint sgents and brokers,

Gross. failute to record and report. the level of care: provxded to: LAHC members,
enrollees, and:subseribers accurately;

As of March 2014, LAHC described it§ own: system to process enrollment, ehgxbllﬁy,
and claims handling as.a “broken” process;

rying pan into the

members, providers, and. creditors;.

Ei?rox‘ieousl.y terrﬁi‘natihg coverage for fully subsidized subscribers;

vFa;img to provide notice to-providers regardxng raember terminations and Iapses due
10 nen-payment of premiums;

Failing to- provide notice {(delinquency letters) 10 subscribers prior’ to. “terrmnatmgl
‘coverage; . -

Failing to maintain an Infmmatmn T echnology envitonment Wzth adequate controls

‘and risk mitigation to protect the data, processes, and integrity of LAHC data;

Faﬂmg 10 collect binder payments on:-time;.

Failing to terminate members wher binder payments were niot received;

gg: Failing to cotrect ambiguities in the GRI contract(s);

10



bh, Failing toselect qualified vendors -
ii.  Failing to select qualified management;
fi.-  They knew or should have known, priot to the public rollout ofiLAHC in J: anvary

2014, that LAHC would not be a viable HME) ‘and yet they proceeded io-offer
-polmxes and services to the publxc and. members Iqumg that LAHC would fail;

vzablhtv of LAHC to the LDI the federal govemmcnt, n:s member, 11:5 credxtbrs and ,
the: pubhc, theéreby allowing LAHC ‘to remaiy in operation: much longer that they-
should and would: otherwise: have adding: addxtmnal members: and " incutting
additional ¢laims and: debt

1. They knowingly paid excessive. salanes, professxonal service: fees; a_nd t;onsultmg
fees, as alleged herein, without recemng appropriate valug to: LAHC;

mm. They faxled to zmplement internal controls that would have prevented the gross waste.
*and damages sustaited by LAHCasa rﬁsult of their Bross negligence;

nn. They coticealed LAHC's true ﬁnancial condition and insolvency and artificially-
-prolonged LAHC’s corporate life beyond mselvency all to the dettiment of: LAHC :
its members, and its creditors;

oo. They grossly mismanaged LAHC's affairs;

pp. They grossty failed to exercise oversight or supervise LAHC's financial affalrs,

q9- They failed to-operate LAHC ina reasonab]y pruden’t manner;

r, ‘They failed in their duty 19 operate LAHC in coinpliance: thh the laws; andﬁ
regulanons apphcable to them; and .

$s. Other acts -ef‘gfgss.n,e.gih,gicnucefas-may. be: later dlscovercd |
3, |
The D&O Defendants also breached thelr fiduciary duty of loyalty, aug.;ga:ej,;.aﬁd-.;goqa':-
faith by allowing, if ot fostering, individuals with wnﬂictfs: qfintefe's"i:‘m;;inﬂué;icé; i not-control,
LAHC, all to the detriment of LAHC, .itS'<nieniB'exs,.;prdy‘xders, and creditors.
e |
Because of the ’gros_siy nag’iigentcon'duct of the D&O- Eefendénts;, LAHCwas woefiilly
34 |
By approximately March 2014, justthree (3) monthq afterits EilI‘-a:j;viSed_'IOI.Ivé,uf-, :ih‘eD&Q
Defendants compounded an: already bad situation 'by-dé¢idiﬁg toreplacecm with GRIasTPA
At this point, the D& Defendants should ‘hayé: either: vexerciﬁé&_:apprqpriata .oyer‘sifg}it and |
management 16 reform CGI's grossly inadequate performance, or the D&O Defendants: should

have terminated the Agreement with CGI and found 2 suitable TPA, or the D&O Defendants
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should have ceased operations ai‘mgethcr Instead, the D&Q Defendants made matters WOrse: by
‘hiring a TPA that was even less qualified and less preparad than CGI forthejob: GRI

To further damage the struggling LAHC inapproximately: mld-zm 4, the D&O Defendants
decided 1o switch healthcare provider networks from Verity Healﬂmet LLC (“Venty”) to Prxmary
Healthcare Systems (“PHCS?). *Qnﬁe:- again, the Dc_&:{i? Défsndamsﬂ conidugt constitutes gross:
e gli-"gence;that' further damaged LAEC,'.iIs_mg'mbéxs; provi&crs, and qpéditq:_s_ . |

The D&O Defendants, in breaching both.their duty of loyalty and dity of care, showed 2
conscious disregard for the best interests ofLAHC:ts members; providers and ereditots.

37. | |

As:a direct and proximate result of the grossnégligence and foregomg faxlnresef theD&O |
Defendants 1o perform their fiduciary obligations; LAHC, ifs --inenfb;er;s, f_iﬁi:a.-@rc?i‘ders and ‘its .
creditors have ‘sustained substantial, compensable ﬁamagészafdf whmh the D&O Defendants and
the Insurer Defendant are liable, and for which Plaintiffis entitled to recovermthlsactlom

_ 38. ‘ ‘_

The éompenéa’ble aaméges' caused by the D‘&OﬁDéfént,lfanté? grossly ne;g}i_?ig‘,eﬁtf-= conduiet, if -

not willful conduct, in¢lude, but are not limited to:- |

a. damages m the fomx of all losses sustained by LAHC from-its: mccptxon (1 &y they
should bave hever started LAHC in the first place),

b.  damagesinthe form of lost profits (1 ¢, the amount LAHC Weuid have eamed if
any, but for their conduct); .

c. damages inthe form of excessive Iosses (ie., the. dlffcrence betwcen the amountv
LAHC would have lost, if any, and the atnount LAHC did losc, bécause of their
--conduct),

d. damages i the form of deepening msolvency (1 e, the damages c:aused by: their -
decision to proong the corporate existence of LAHC beyond msolvency),

but no’r Inmte:d to those unpa1d debts owed to hcalth care provxders who dehvered
services to members of LAHC; any debts owed to mismbers: of LAHC that were tiot.
pald and the debtowed fo CMS (both, principal and mterest} asa resuIt of LAHCs
grass neghgence as pled herem,

compensatxon mappropnately obtamcd by them,

g damages in the form of all excessive: adnnmstratxve, operanonal and/or
management expenses, mcludmg

i.  Untimely payment of member and provider claims;
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il '{nmmt payment of member and provider claims;

fii. Increased interest expense due to incorrect and/or untimely claims payments:
iv. - Increased expenses due to incorrect and/or untimely claims payments;

v,  Incorrect and/or untimely payment ofvagéﬁt!bmke‘t ;Sntnrﬁissibgs: -

vi, Imaccurate andfc::,unti%meiy collection of premium »ciiue,fbt health. gpvgragg; :

vii. Increased expenses for services from LAHC vendors other than the third party
-administrator;

vill. Increased expenses for provider networks and medical services;

ix. Loss of money due to LAHC from the:Center for Medlcaxe and Memcaxdi
‘Services ("CMS") for risk adjustments;

x.  Fines incurred for failuregt;cz 'hava,a;g_entsfbrokexs pproperly appointed; and

xi, Inability to repay the mﬂimns of dollars loaned to !
.govemmem

LAHC by ;iheafederal

h. all costs and (imbursements of this action, mciudmg all’ compensabie litigation
expenses.

39.
The Insurer Defendant is liable to the Plaintiff jointly, severally and in solido with the D&O
Defendants to the extent of ihg-liniits- of its r_éspec;tiya policies of'msurme,vfofthc falhm‘iﬁg
Teasons:

a. 'Travelers Casualty and Surety Company of Amanca 1ssuad a Prlvatc Company
‘ Directors and Officers Liability Insurance Policy to LAHC, with policy limits, upon
information and belief, of $3,000,000.00, which policy was in full force and effect at -

all relevant times and provided insurance coverage to the D&O Dafendants for some
or all of the claims asserted herein by Plaintiff;,

b. Travelers Casualty and Surety Company of America issued a Managed Care Errors
and Omissions Liability Insurance Policy to LAHC, with pnhcy limits, upon
information and belief, of $3,000,000.00, which policy was in full fotce and effect at
all relevant times and provided insurance coverage to the D&O Dcfeﬁdam‘.‘s for some-
or all of the claims asserted herein by Plaintiff.

Count Two: Breach of Contract
(Against the TPA Defendants and Beam i’arfners)

40.
Plaintiff repeats and realleges each and every allegation set forth in the. foregoing

‘paragraphs as if fully set forth herein.
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<Gl
41
On or about February 15, 2013, LAHC and CGI entered into an Admi;ﬁstrative; Services
Agreement (“Agreement”) whereby CGI agreed to perf{;rm certain -administrative and
tnanagement services to: LA_:HC ‘inexchange for -ceﬁain*rﬁt{mgtagfy mmpenséﬁion' as set forth in
the Agreement. A true and corect cO_-i’Y of the Agreement and all exhibiits}i&"as;attaéhed: 'axidiﬂ
incorporated by reference in the original Petition for Damages as ?'sxhizsif 1.0
o . .
Under the. terms of the Agreement, CGI represented and warra,nted inter alia, that
"CGI‘ personnel who perform the services under the Agreémem shall have the appropriate: -
training, licensure and or certification to perform each task assigned to them" and that "CGI
will make a good faith effort to maintain consliswzit‘ staff per,fomaing the dglegated‘*ﬁmcﬁnns"? -
for LAHC. "
43.
- Under the terms of the Agreemient, CGI was, among other things; obligated to:
a. Function as a Tﬁird? Party Administrator for LAHC;
b Accurately process and pay claims for covered gemces pmv,tded ro LAHCs
members- by participating providess according to. paymem terms regarding

timeliness and the rates and amounts set forth in LAHC'S Partlcexpatmg
Provider A, greements

¢, Accurately process and pay clamqs for covered services. provzded fo LAHC’ :
members by providers;

d. Competently perform all of ihogé tasks set forth in the Agreement, including
Exhibit 2. thereto, such ag paying claims, adjudicating cldims, determining
covered services, identifying and processing clean and unclean claims; collecting -
and processing all encounter data, transmitting denial notifications to members:

~and providers, transmitting all required notices, tracking. and repnrtmg its
performance, tracking, reporting and reconciling all records regarding deductibles
and benefit accumulators, monitoring all claims, submitting all claims, tracking,
reporting, and paying all interest on Jate paid claims, coordinating the payment
and processing of all ¢laims and EOBS and developing and zmplemenhng a
funetional coding system; and

e Competenﬂy perfenn all of those task expected and reqnfred ofa ’I‘hlrd Party'

44,
CGI breached its obligations and warranties set forth :in.‘ihe.-vé;gtcemént in a grossly =~

negligent mannet, all in the following, non-exclusive ways:
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a.  Failed to pay claims at the proper contract rates and amounts, thus resultmg in
an overpayment of claims;

b.  Failed to accurately and properly process enroliment segments and failed to
‘ 'txmelv reconcile enrollmem segments; -

c¢.  Failed to provide proper notice to providers ragardmg membcr termmatwm and
lapses due to non-payment of premiums;

d.  Failed to issue appropriate identification cards to subseribers;

e. Failed 1o provide proper notice (delmquency Iettem) so subscribers prior o
terminating coverage;

£ Failed to process claims properly;
g.  Failed to.enter, record, and process paper claims properly;
h.  Failed to establish, manage, and nm,-the}caillicanter for LAHC"-‘;?rapaﬂy;

i :Failed to implement a billing system that would accurately calculate ’balance du&;

i+
]

Failed to appropriately establish an EDGE server and/or failed to appropriately or
timely provide the Department of Health and Human Services with access 1o
required data on the EDGE server; and

k.  Otheracts of gross negligence as may be later discove;ed_. :

4s.

As of March 2014, just three (3) months after its roll-out, LAHC described the system»
desi gned and implemented by CGI to process enrollment, eligibility, and clmms handimg, asa
“broken™ process. Indeed, the conduct of CGl, as desctibed herein in {ﬁétﬁﬂ, goes well beyond
simple negligence; almost every facet of the system de,sigﬁéd and zmplementedbyCGI as athird
party :aﬁmihistrator of LAHC was = failure. CGI's conduct, as described herein in detail,
cenStiitutes,gmss*ne‘giigﬁxice.

46.

CGI's breaches -bf its warranties and obligations in the Agreement ha%je”dixﬁ@atlyz caused

LAHC to incur substantial, cmmpenéatory-' damages which are recoverable by Plaintiff herein, |
47. |

GRI was not qualified to render the services as a third 'p,aﬁy administrator (“TPA”) that
LAHC needed to be successful. Rather than decline taking on a jeb« ﬂxat was gu;tsmé of its
~ capabilities, GRI wrou_igl-j agreed to replace CGI and s'e,'rvé as TPA for LAHC. GRI’s decision

- to serve as LAHC's TPA constitutes gross negligence, if not a conscious disregard for the best
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interests of LAHC, its members, providers, and creditors. But for GRI’s gross negligence, most
-of LAHC’s substantial, compensatory .damages:?wouidr have been avoided '
48.

In or about July 2014, LAHC and GRI entered into an Adnﬁnimﬁkg.ssfsrviccs
Agreement whereby GRI agreed to perform certain administrative and management services 1o
LAHC in exchange for cértain monetary 'compeﬁsaﬁcﬁ as set forth in the Administrative

| Services Agreement. The Administrative Services Agreement had an effective date of July 1,
‘2’614; The Administrative Services Agreemient was amended both in September 2014 and
December 2014. A ‘tfue and correct copy of the Adrmmstramve Ss;vigesﬁgregmant and all
amendrents and. axhibits‘ are collectively zéferr‘eﬂ to és:t;he, "Agze‘émgx;t"'an& were attached and
incorporated by reference in the original Petition for Damagles as “Exhibit 2." Attaahed'ﬁéreto-
effective August 20,2014,

49,

Under the terms of the Agreement, CGI represented and::'wan:ahted that "GRI personnel
who perform or provide the Delegated Services specified services under this Agreement shall
possess the ‘appropriate authorization, license, bond and certificates, and are full and.
appropriately trained, to properly perform the tasks assighed to ‘them” |

50.

‘t}nder the terms of the Agreement, GRI was, among other things, lei-gatedi_.to:

8 - Aeccurately pmcess and pay claims for covered services provided. te LAHC's

members. by participating providers accoxdmg 1o payment terms regarding

timeliness and the rates and-amounts set forth in LAHC' Parhczpatmg Provider
Agreements.

b Accurately process and pay claims for covered. services provided to LAHC‘
‘members by providers;

¢.  Competently perform all of those tasks set forth in the Agreement, including Exhibit
A-1 to the agreement, such as paying claims, adjudicating claims, determining
covered services; xdenttfymg and processmg clean and unclean cla;ms collecting -

and processing all encounter data, transmitting denial notifications to members and

- providers, transmitting all required notices, tracking and reporting its performance,
tracking, reporting and reconciling all records regarclmg deductibles and benefit
accumulators, monitoring all claims, submitting all claims, tracking; reporting, and.
paying all interest on late paid claims, coordinating the payment and processing

of all elaims and EGBs and developmg and ;mplementmg a functional coding
system; and

d. Competently perform all of those task expected and requxred of a Tlm'é Pany
Administration, whether specified in the Agreement ornot.
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51

GRI breached its obligations and warranties set forth in the Agreement in a grossly

negligent manner, all in the following; non-exclusive ways:

v'a(

i

.

GRI failed to meet most, if notall, of the performance standaxds mandated by the.
Ssmees Agreement of .{uly 1,2014;

GRI was unquahﬁed ﬂl—equxpped and u:nable to bQI‘Vlei‘ the nieeds of LAHC, its
member, providers, and cred:to:s, '

GRI knew or should have known that it was unquahﬁed to service the needs of
LAHC:; .

Pursuant to GRP's Service Agreement, GRI was responsible for eritical processes
that are typically covered by such a health insurance administrative servrcek
provider contracts, including the receipt and procassmg of member premiun

payments, the calculation and payment of broket commissions, and the pracess of
managing calls into LAHC;

GRI wholly failed to provide sufficient and adequately n"amed personnel 10
perform. the services GRI agread to perform ! under the Agreemem
a]one in excess ot $600 OGO 00

Falled to pay cla:ms at'the proper contract rates and amcunts, thus resultmg inan
overpayment of claims;

Failed to accurately and properly process enmllment segments and failed to tlmely
reconcile enrollment segments;

Bﬁcneoasiynterminated coverage for full?éubs‘idixe& snbséribers (30 in?oiccs)"

Failed to provide proper notice to pmvxders regarﬁmg member tetmmatrons and”
lapses due to non-payment of premiums;

Failed to timely process enrollment interface (ANSI 834) ftom CMS;
Failed to-accurately process enrollment interface (ANST 834) from CMS;
Failed to pass CMS data edits for CMS Enrollment Recoriciliation Process;

Submitted inaccurate data to the CMS Enrollment Reconiliation Process causing
crrorieous terminations;

Failed to pass CMS data edits for Enroliment Termmatmns & Cancsllatmnsv
Interface (ANSI 834) to CMS;

~ Failed to pa?ss C‘MS ‘data edits for Edge »S&rver'.fz'nfdﬁment-Sufbmissioﬁsfeto*CMS:*' )

Failed to use standm’d codmg for xilusttatmg non-effecwated members { usmg years
1915 and 1900 as termination year);

'Faxled to promde pmper notice (deimqumcy letters) to subscrxbers prior tcv
‘terminating coverage;

TFailed to invoice subscribers accurately when APTC changed;

- Failed to invoice subscribers for previously unpaid amounts {nb? ’bé‘i'&ﬁce: forward),
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bb.
ce.
dd.
ff.

£e.

hh..

i

kk.

.

.

0.

. 'pp-

Failed to cancel members for non-payment of binder payment;

Failed to-cancel members after passive enrollment;

Failed to administer member benefits (maximum out-of-pockets exceeded);

Failed to pay interest on claiins to providers;

»Féﬁ-l‘ed.‘ia pay claims within the contractiial -t‘imeframes;

Failed to adjust claims after ’\réimacﬁve:é{senmllmie’;}ts;‘_ ,

Féﬂur_e: to examine claims for potential subrogation

Failed to maintain adequate c‘lustcsmer;s;emiqe~stafﬁhg‘gﬁdacaﬂ cenler ﬁeéhgangy;:
'Faiied to process APTC changes -fmmﬁCMS within an appmpriaﬁ timeframe;

Failed to capture all claims diagnoses data from providers;

 Failed to pass CMS data edits for Edge Server claims submissions m-\.fl}vf&’i"v

Failed m Ioad the 1,817 claims from the 4/29/ 16 and 5/2/16 check runs: ontc then

'EDGE Server:

Incorrectly calculated claim: adgustments especnally agit peﬁams tox subscnbet s
maximum out-of-pocket hn‘ut .

Paid claims for members that never effectuated;

Failed to protect the personal health information of sibscribers;

Failed to issue D cards to members accurately and umely and mtﬁom effectzve .

-dates;

Failed to have in place and/or to.implemeénta ﬁnancxal policy ot precedure to: venfy

credit card: expcnchmres

FazIed to. understand, implement, and enforce the apphcabie “grace period™

pertaining to subscribers as per the ACA and Lovisiana Law, La, R.S.22:1260.31,

et. seq.;

Failed to record and repott LAHC’s claims reserves (IBNR) accurately;

Failed to report. and appoint agents a.nd brokers appropnately, v

Failed to record: and report the level of care provided m LAHC thembers, emoﬂees,
and subseribers accurately; and :

Failed to maintain an Infmmancn Technology envitonment with adequate controls

and risk. mmgauon 1o protect ‘the data, processes; and. mtcgnty of LAHC data.

52,

According to the Agreement, GRI was nbhgated 10°pay cimms within the time frame.

required by apphcable law; and if claims were pmd antunely because of GRI’s. ccnduct GRI

“shall be responsxble for paying any required interest penalty to Providers.”” Because of GRI"‘

gross; neghgence and nan-perfmmance of its contractuaI obligations owed to LAHC, numerous

18



claims were paid late and significant interest penalties were incurred and paid by LAHC. GRI
,i‘s».ijligaf’ted‘;to-pay»éll,Suchi,ﬂintérest penalties. o
53.

GRI's gross negligence and breaches of its warranties and -.Qléﬁggt_iqi;sf,ix,';i';t'heAg;egzéargi;
hava directly caused LAHC to-incur substantial, caﬁapensat;ory damages ‘which are recoverable -
by Plaintiff herein. |

Beam P‘artngr's
54.

Beam Partners was not qualified to render the services as a managet and developer and/or
third party -adﬁﬁniétxator (“TPA”) that the start-up, LAHC, needed fo be suawssﬁxl Rather than
decline taking on a job that was outside of its capabilities, BeamParm'zrs wrongly orchestrated
and agreed to managé,-,devﬂcp, and serve as TPA for LAHC from its inception. Beam Patiner’s
,dﬁﬁiSiOﬁ tomanage, :ﬁévclﬁp, and: effe‘:ctiire_ly serve as LAHC's 'FPA?‘-‘c'ensﬁtiitcs ’ gxes;sﬁegli_’géﬁég:’,
if not a conscious distegard for the best interests of LAHC, its members, providers, and #;reﬁitmrs,
But for Beam’s gross negligence, all of LAHC’s substantial, cdmyepsgtﬂty: damages would have
been avoided.

ss.

Given that numerous individuals who either owned, managed and/or wotked for Beam
Partners, including Terry Shi}iing, Alan :Bayham,;Mzark,Gentry,xﬁm McHaney, Deborah Sidener,
Jim Krainz, Jim Pittman, Michael Hartnett, Eric LeMarbre, Btosha McGee, Diana Pitchford, Darla
Coates, werealso involved with and managed LAHC from the beginning as officers, directors, and
.employﬁes of LAHC, for all intents and ,pﬁprse‘s, Beam Partners was closely related to «an;f;acte&
sLAHC. | o

56.

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

million in the fﬁnﬁ'cficon‘su’iﬁngfees, performance fees, and exgensés{‘mBeat{n Partners..
| 5,

LAHC and Beam Partners, LLC entered into-a Management and Development Agreement
wha:_e:byis“erém= Parners agreed to perform cettain ménagement, administeative, and developrental
services for LAHC in exchange for certain monetary compen{s&iion'as, set forth in ihﬁManagemént >

and Development Agreement, Warner Thommas, as Chair of the Board of Directors of LAHC,
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signed this Management and Development Agreement on October 8, 2012; Terry Shilling ;sig;zxe& |
the ngnag;ement aﬁd_.ﬁe&élopmﬁnt _Agreézﬁer;i on bebalf of Beam Partners, LLC3 thhan effective
date of August 28, 2012, At this ftime,. Terry Shilling was simultaneously the?imenm CEO of
‘LAHC and a member and owner of Beam Partners. Thxs Agreenient was amended at Teast twme
A true and correct of the Management and Development Agreement, all Exhibits thereto (with the
ﬁ?&cemion.bfﬁﬁthibitiﬁ; “Performance obje;:zi,vegfcrzsem;esv;wgm is unavailable, Ammdment
1, and Amendment 2), was attached and incorporated by reference om the o#ifginﬁ' Petition for.
'Damages as “Exhibit 3. | |
58.
According to the terms of the Agrecment, Beam Partners agreed to provide “services
essential to the formation of the Cooperative and its application for CQfQ?_,prggiamﬁiv«ansf" |
including training all directors, securing the requisite licensure-from LDI, developing a network.
of providers for LAHC, recruiting and vetting ,Qandidaté‘safor ‘positions at LAHC, creating
processes, systems, and forms for the operation of LAHC, and identifying, negotiating and
executing administrative services for the operation of LAHC. |
| 59, |

- Inshort; Beam Partners agreed to transform the start-up LAHC into a well-organized, well-
funded, and weli-run HMO prior to January 1, 2014, the roll-out date of LAHC to the public.
Beam Partners utterly failed to meet its contractual obligations Qwed:m LAHC, ‘.and}iire_ac};gaci‘;it‘e:’
~ obligations and warranties set forth in the Agreement in a grossly negligent manner, all mthe
following, non-exclusive ways@

a.  Failing to identify, select, and retain quahﬁed third party contractors for LAHC,
including but riot limited to CGI and/or GRI; ‘

b.  Failing to train all directors of LAHC regaxdiﬁgfhow to manage such an HMO;
¢. Failing to develop a-network of providers for LAHC;
d. F’ailin’g: to recruit-and adequately vet appropriate candidates for positions at LAHC :

¢. - Failing to create adequate and/or functioning processes, systems, and forms for the
operationof LAHC;

£ Failing to to xdennfy, negotiate, and - execute adequate ami/m: ﬁmctwmng
administrative services for the operation of LAHC;

j:4 I‘aahng to report and pmvxﬂe LAHC thh complete, accurate, and detmled rccords of ’
- its performanr:e of all setrvices provided to LAHC; '

h.  Failing to adequately disclose conflict of mterests regarding Bearn Partners and
LAHC to any regulatory authority;
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o
™

Failing to provide sufficient and adequately trained pemonnel to petform the servxces :
. Beam Pamms agreed to perform under the Agreement; and.

Jo . Ingeneral, by completely faﬂmg to have LAHC ready and ableto meet its obligations

to the public, members, prevxders, and credm}rs on or before: the roll-out date of
January 1, 2014,

60.

The numerous. failures of Beam Partners to perform its obligations owed to LAHC |
constitate gross negligence, if not a" consgious. disregard for the best interests of LAHC, its
members, providers, and vcxedfi‘tbrs,_

61.

To the extent that Beam Partners made the decision to keep using CGl as TPA untﬁ itwas
»foa,late,:» Beam Pazm‘efs is grossly negligent in th_at:ivit knew or should have known that CGI was
unqualified to setve as TPA.

62.

To the extent that Beam Partners made the decision to replace CGI with GRI as TPA, Beam
Partriers s .grgssly negligent in that it knew :o,rb shoiﬂd- have known that GRI was “untm_ljiﬁedi. to
serve as TPA.

63,
To the exterit that Beam Partners made the decision to terminate the Verity contract, Beam
Partners is ,gfessxyz negligent in that it knew or should have known that terminating the Verity
contract would be a substantial factor in causing LAHC to incur -a&diti;inai; unnecessary vexpénsb,
and, ultimately, to collapse.
64,

Beam Partners’ gross negligence and breaches of its warranties and obligations in the
Agreement have direcﬂy caused LAHC to incur subs‘tantial,‘comgéns;atoxy damages which are.
recoverable by Plaintiff herein. |

Count. 'I“hree‘ Gross N egligence and Neghgence '
(Agamst theé TPA Defendants and Beam Partners)

65,
Plaintiff repeats and realleges each and every allegation set forth in the foregoing

paragraphs as if fully set forth herein.
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66.
CGlL, GRI and Beam Partners each had a duty to ensure that its personnel who performed
- services for LAHC -wé’r’évaﬁequately anhd -appropriatély trained, liccnsed,, and "i:ertiﬁéd to perform
the sewxces and ﬁ;xxctions delﬁgatad by LAHC to e&é’h of them.
67.
| CGI, GRI, and Beam Partners each had a duty to aacurabely pmbgm and péy:pl‘gims_::oﬁ_ '
LAHC’s behalf in a timely manner at the correct rates and amounts. | |
| 68_;
CGI, GRY, and Beam Partners each had a duty to perform their obligationis ins reasonable,
»cémpgzengand professional manner. o |
69.

CGI, GRI, and Beam Partners _e_,a'clvz: breached their duties in that it negligently failed to
cause LAHC 1o accurately process and pay healﬁ;x. 'insuranée_;claims ina ﬁmejsiyv manner at the.
correct rates and amounts.

70.

CGL, GRI, and Beam Partners each breached their duties in that they negligently and

wholly failed to perform their obligations in aﬁreasanablc,;competénn_ and prqfeééianal‘.‘ménner;-
71. |

CGl, GRI, and Beam Partners each were grossly negligent in that they wanmnly failed to
provide a sufﬁ cient number of adequately trained pe‘rﬁédﬁnel who had suﬁimemknﬁwledge of the
’$ys't6m_>prog5ram utilized by LAHC to process and. pay health insurance claims at the correct rates
and amaim;‘szin complete and reckless disregard of the rights of LAHC, its members, providers,
and creditors. |

72.
-CGI, ORI, and Beam Partnérs each wete grossly negligent in that they wantonly failed to
-cme LAHC to accurately process and pay health insurance claims in-a timely manner at the
correct health msura.nce rates and axnounfs i complete and reckless dlsregardof fhe nghtsﬁf

LAHC, its members, providers, and creditors.
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73,

As-adireet and proximate result of CGI's, GRI's, and Beam?aﬁngx:s’ :neglifgie;zcev»,ﬂr 2ross
negligence, 'LAHC"hasiinciurted substantial, cothpensatory .&émagés* ‘which m’e réecoverable herein
by Plaintiff. |

Count Four: Proﬁfe;ssitinai Negligence -
~ And Breach of Contract
(Against the Actuary Defendants)

74,

Eiai'nﬁff repeats: and reallegés each and every allegation set forth in the foregoing

paragraphs as if fully set forth herein. |
Milliman

| 5.

At all relevant times, Milliman held itself out as having expettise fo provide actuarial
'Servicga‘s- and advice to health insurers like LAHC.

76.

Inor around August 2011, Milliman was engaged byShIllmg mib_e}ia@f of Beam Partners
and/or -LAHC‘]*KG}pmifidei“i‘{actuatial' sﬁiﬁ?ﬁtﬁ‘ for LAHC, including‘thex pmduc‘tisn ofa “‘feasiﬁiﬁty--
study and loan application r:as, directed by the Funding Opportunity ’,Aﬁnéuﬁeemem (Fundmg
‘Opﬁbﬂwﬁtyﬁm“bﬂff 00-CO0-11-001, CFDA 93.545) released ffbm the U:S. Department of
Health Services (*HHS™) on July 28, 2011.” This jﬁ.ngagéfm:?nt letter pre-dated LAHC’s formal |
contract with Beam Partriers by a year; the engagement letter dated August 4, 2011, was addvessed
to Shilling as “Owner/Partner” of “Beam Partners,” and was signed by ZSfiiIJ-ingi on August 15,
2011, on behalf of LAHC. Indeed, this engagement letter pre-dated the incorporation of LAHC
by about a month or so (LAHC was first registered with the Louisiana Secretaty Gf State’s Office
on or gbout September 12, 2011). |

77. |

In the feasibility study dated March 30, 2012, prepared by Milliman for LAHC to use in
support of its loan application to CMS, Milliman concluded that, in genersl, LAHC “will be
»ecanoniical'ly, viable based upon our [Nﬁﬁi‘man”s} "T‘b’asé\ -case,:émi? :ximd‘erately .a&x%ersef scenaribs;’;v
According to Milliman®s actuarial analysis, “the pmjecﬁons’ for the scenarios are conservative, and

in 6ach of the scenarios modeled, LAHC remains financially solvent and is able to pay back federal
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loans within the required time periods.” Furthermore, Milliman estimated that “LAHC will be

o 3

able to meet Louisiana’s solvency and reserve requirements.

78,

The Miﬁiman feasibility study was prepared using unrealistic 'assuiﬁj?ﬁhﬁ. smﬁ;b{xm& of
the enrollment scenarios considered the possibility that LAHC wmﬁri..hav@ trouble attractmgan
adequate level of enroliment (whzch is what actually happened m 2014 and 2015) and every
economic scenario assutmed that the loss ratio in n,eérgly, every n;lodgf}éd;y#ajr‘muld be 85% (ani
outlier Joss ratio was never higher than'91%). These assumpﬁens c’ém?‘le-teiyadisfég’arﬁedathwéw~-
real possibility that there would be significant 'véiatﬁ'i:ty in enrolhnem and/or the medical loss
ratio. With all of the uncertainty within the A;CA, a coﬁzpetﬁhtz‘asmgry' muté»ixayelunﬁgrstopd‘v
that it was a very realistic possibility that LAHC would fail %Giebs ,via,b}e,_ Some of the -madeied :
scenarios should have reflected this possibility. The Milliman feasxblhty smdy would l‘mply that'
two “black swan™ evcnts occurred in 2014 and 2015 with Iow enroﬁment and very hrgh medlcai
prepared the LAHC feasxbmty study.

79. _

IFCMS is considered to i;e aregulatory body, the actuary who prepared the feasibility stuﬁy -
wo’u.Id be guided by Actuarial Standard of Practice (ASOP) No. 8 = Ré‘glﬂ'atcry:F ilings for Health
Benefits, Accident. & Health Insurance, and Entities Prowdmg Health Beneﬁm The: fu}fowmg
paragraphs are apphcable |

-+ 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 pro;ectcd claims, These
- changes may include, but are not limited to, changes in demographics, risk profile, or
family composition”. In the context of this feasibility stady, Milliman should have
considered the possibility that LAHC would not be able'to suscessﬁnlly attraet the level -
-of enrollmiént necessary for LAHC to remain v;ab!c as an’ enﬁty

+- Paragraphs 3.4.3 and 3.4.6 of ASOP No. § deal with claim morbzdﬂy and health cost
trends. Given the enotmous level of uncertainty with respect to the claim’ morbidity of
the population that would be covered under the ACA (including many individuals who
were previously uninsurable due to known medical conditions), Milliman shmﬂd have -
generated economic scenarios that considered the pombxhty that the loss ratio-of
LAHC would have exceed 91%. Established insurance entities with statistically
credible claim experience will occasionally misprice their insurance produets with-
result:ng loss ratios exceeding 100%. Milliman should have recognized that high loss
ratios ‘were a very real possibility (given the lmown uncertainty of the covered
popniatmx;) for LAHC and ﬂlustratcd guch. scenanos in the feasibility study.
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8.

Milliman’s falure to-consider the possibility of these adverse enrollment and/or medical
loss ratio scendrios resulted ina feasibxhty study where every. smgie scenario anstrated that LAHC
‘would be generatmg significant cash eammgs over the xmd to long term time permei The anly
question to the reader of vthevfcasibility-smdy was how much money would be eamed byLAHC |

| 81.

Upan information and behef Milliman condmoned payment forits preparatmn of LAHC’
‘payment for its services if LAHC’S efforts to secure a Joan from: CMS were suecessful By
candmenmg»payment upona successiul result, Milliman may havecqmpmmlsc&its mdependeme
‘as an actuary and thereby breached its duty to LAHC.

82,

‘Based in large part on the work performed by Milliman and relied upon by LAHCm
Saptembé? 2012, LAHCwas awarded a loan to ’b.e'qamgs a qualified .mnpmﬁt hcalthms\mnce
issuer under the Consumer-Operated and Oriented Plan (CO—OP),‘ngtam-esiabl{is}zed: by Section
1322 of the ACA and applicable regulations. In other words, based in large part on the work
performed by Milliman and relied upon by LAHC, the federal government authorized a Start-up
- Loan uf»ﬁ 2,426,560 t0 IMC, and a Solvency I;éan}bf $54,614,1()0 to LAHC

83,

In or around November 2012, Milliman was engaged by Shilling on behalf of LAI-{C to
““develop 2014 premium rates in Louisiana” for LAHC. This]e‘n_ga‘g&mmﬂetzeiﬁ dated November
13,2012, was addressed to Shilling as “Chief Executive” of LAHC and was sigried by Shilling on
behalf of LAHC on November 14, 201 2, . |

| 84,

Inthe “Three Year Pro Forma Reports” dated August 15,2013, prepared by M;Hmanand
relied upon by LAHC, Milliman concluded and projected that, in general, LAHC would be
econotnically viable, able to remain financially solvent, able to péy back fé&e‘réi’ foans within the
required tzme penods and would be able to meet Lou:sxana s seivency and reserve reqmremems
In-reliance upon Mﬂlxman s professional services and actuarial esttmates and pm;ecmns LAHC

set its pr.emimnrate for2014;
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85.

‘The actuarial work performed by Milliman for LAHC, including the feasibi{ityf study and

pto -férrx.iz‘ r@?ar’tss were miiabla{inaocur%t@ and not the result of careful, proféssional analysis.
86.

For instance, according to the acmarial work: pqrfo'gmeﬁ by Milliman and relied nponby |
LAHC and the federal government as part of the ACA process, Milliman estimated that LAHC
would lose $1,892,000 in 2014 (ie., that LAHC’s net income in 2014 would be negative
$1.892,000). In actuality, LAHC reported a Sfﬁﬂlté.l’;’ Ioss of more than $20 million in 2014 (i.e.,
LAHC’s statutory net income in 2014 was actually negative $20 mill'ifqn%-); Millimanand ,LAHC‘S
projections for 2014 bwere‘t’)ff by a factor of more than 10, F orZOl 5, Milliman’s projections were
ev,én more inaccurate: although Milliman projected that LAHC would earn $1,662,000 in 2015
(i.e., LAHC's net income in 2015 would »"ba-,gosiﬁva»:fs'l;éﬁ%o@o)s,inz.-'éetﬁéiim LAHC reported 2.
statutory loss of more than'$54 million in 2015 (ie., LAHC’s statutory net income in 2015 was
_:acmatﬁ_ﬁy‘ negative $54 milliont). Milliman and LAHC’s projections for 2015 were off by a féctor
of more than 32.

87.
Milliman oﬁz‘e‘&.}a duty'to LAHC to exercise reasonable care, and to actin accordatice with
88.

Milliman’s actuarial m"emarandﬁms; prepared as part of the,kﬁzﬁ?l 4 rate ﬁlmgs for the
individual aitd small group lines of business indicate that they assumed that LAHC would achieve
provider discounts on their statewide PPO product that were cqual to Blue Cross Blue Shield of
Louisiana (“BCBSLA"). No support was provided for the basis of this assumption.

| 9.

Provider discounts are a key driver of the unit costs of medical (non-pharmacy) expenses
that are incurred byLAHCmembers Since providers (hospitals and physicians) typically provide
the largest insurance carriers with the highest (compared to smaller carriers) discounts off billed
charges, it was not reasonable for Milliman to assume that a start-up insurance entity with zero.
enrollment would be in a position to negotiate provider discounts as large as BCBSLA. “Since
LAHC was uitilizing a réntal _\ncmﬁfk inzm»:tf (rather than building their mm jr:emrkj; Milliman

should have analyzed the level of discounts that would be present in the selected network (V erity
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Healthnet, LLC) and quantify the difference between these discounts and the BCBSLA discounts
since a primary basis of the 2014 rare manual was the levéi ’ﬁfzﬁlﬁfBQB SLA rates '_forfthﬁrfmé'si_ '
pbpular!indi#;idual-and small group products.

90.

When developing esiimates of the level of insured claims Exp&nsg loads for 201 4, Milliman
would be gmdedby Actuarial Standard of Practice (ASOP) No. 5 ~ Incurred Hcalth and 'D‘i‘sabiﬁ't%y,
Claims. Paragraph 3.2.2 of ASOP No. § states that the actuary should -conSi'&er ‘economic
influences that affect the ieve}: of incurred claims. ASOP }N,o.,,sf specifically says that 's_libﬁld k
consider changes in managed care contracts and provider fee schedule changeswheﬂ developing
-estimates.of zinﬂuﬁéﬁ-.ciaifms, |

| 91.

Based on a review of the LAHC actuarial memorandums for mdmduaf and ;maii‘. gmup; .
upon aurrentiy~-availahie information and belief, no support has .beén-;ﬁpro\zid@d f:or,théi 'ass'urﬁpﬁan
that LAHC would achieve provider discounts equal to BCBSLA This assumption was ot
‘teasonable; if Mii}imanas"snfnédia lower level of 'prmiidét’éisgéibmts; thecalcu}ated prem;mn rates
would have been higher. As"a_’rgsultg,'\LAHC?s- statutory losses 1!12014 W@ﬂkﬁ;avg been lower, .

92.

Milliman grossiy underesnmated the level of non—clazm expenses m 2014 In Mﬂhman s
2014 rate development, they assumed that the “per member per monﬂx” (PMPM) ieVel of
administrative expenses, taxes, and fees (non-claim expenses) wauid be $70.85 PMPM for the
mdmdﬁai line of business. For the small group line of business, the level of non-claim e\:penses .
built into the rate development was $87.00 PMPM. Mﬂhman pmjected total 2014 member months'

0f'240,000 and 96,000 for the individual and small group lines of business respectively.
93.

The actual level of expenses in 2014 was significantly higher. Ona composite basis, the
PMPM level of non-claim expenses was $145.70. Total member months were 111 ;ﬁsﬁla_f' which
98.9% were from the individual line of business. At least part of 'the:_priéing_.eﬁbf faras dﬁer to
Milliman significantly over-estimating the level of 2014 enrollment, For the cgmpoﬁenﬁ: of LAHC
expenses that were fixed, the impact of this incorrect enrollment esﬁmatewouldbeﬂlat they would

‘need to be spread over a fewer number-of ‘members_, T'I;iﬁs;vmuld' result mtheszgmﬁcantiyhxgher o

- level of expenses on a per member basis.
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o4,

When developing expense loads for 2014, Milliman would be guided by Actuarial Siandard
of :Pr_acticg (ASOP) Ho,_S ~ Regulatory Filings for anltthcneﬁts,-‘Acicidem & Health Insurance,
‘and Entities Providing Health Beneﬁts.ﬁ ‘The following sections :of" ASOP No. 8 are jre:;ipyant fm:
LAHC;

» Paragraph 3.4.2 of ASOP No. § states that the actuary “shou}d consider the 1mpact of

future changes in the underlying covered. poptﬂatxon on the pro;ected ¢claims. These

-changes may mciude, but are not limited to, changes in demogzaphcs, nsk proﬁie, or
famxly composxtmn

» ?aragraph 3.4.4.of ASOP No. 8 instructs the actuary to *‘use appropriate methcds and
. .agsumptions for caleulating the.non-benefit. expenses component of premium rates. -
Possible methods include, but are not limited to, the use of a target loss ratio or the
estimation of expenses appropriately attributed to ‘the health benefitona percentage: of
premium or fixed-dollar basis. When. esnmatmg the latter amounts, the actuary should
- consider the health plan entity’ s own experience, reasenably anticipated internal or
external future events, inflation, and business plans. The actuary may also consider
relevant external studies. The acmary should consider the reasonableness of the non-
benefit expense component of premium rates relative to projected e‘xpenscs »

95, |

| While there clearly was uncertainty about the overall si;';e-_of the overaliACAMarkﬁtplaﬂe,
it was unreasonable for Milliman to assume that LAHC, as anunimown ‘entity in the L{guiSiana '
‘health insurance market, would be able to eriroll 28,000 members (20,000 mdmdual and 8,000
smial] group) in the first year of operation. While assuming a lower level -efﬁenroilmeni Wﬁulét»havg» )
resulted in higher premiums, Milliman was aware that & signiﬁcanfrpexcgmagé ofthe mdmdual
enrollment would be receiving g@vment.subsi’di@s;md thus would have limited sensitivity to
pricing differences between the various plans offered on the ACA exchange, |

96.

Assuming 100% individual .;ngmbérs, the impact of this expense miscalculation is 111,689 “

fimes (§145.70 - $70.85), or about $8.4 million.
97.

When developing their estimate of the level of Risk Adjustment (“RA”) transfer payments
to-build into the 2014 premium rates-,~vMitﬁman“assum§d*ihat fthe_ie.:.wmild :Ee-.nb. ﬁiﬁ“e‘rence: in.
cadmg intensity between LAHC and the other insurance. carriers in the' State of Lomsxana Thxs
assumption was not reasonable as Milliman should have known that a- smaﬂ stamup health
insurance carrier would be in no position to code claims as eft‘;;cxenﬂy asrBI’ueﬂro‘ss: Bincf;Sh:cld

‘of Louisiana (“BCBSLA”) and other established insurance carriers.
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98,

Whatever difference that Milliman assumed as the true morbidity difference between fhe
‘members that LAHC would enmli.' ‘and_"._ the average state enrollmert, it was not reasonable o -
‘assume that there would be'no difference in claim ccdmg intensity. If Milliman hadasmnec} i
' lower level of coding .imens{ityf for LAHC, this would 'h'ayafxfséuiféd ina flbwgr’:f%sam@d ‘ava:a‘gg
risk soore for LAHC for 2014. As atesult, the calculated premiums would havé been higher.

N 99,
© When developing estimates of average LAHC risk scores for 2014, Mﬁhmaﬂ would have
been guided by Actuatial Standard of Practice (ASOP) No. 45 — The Use of Health Status Based
Risk Adjustment Mgth;cdﬁio’gies; The fallowihg'-sccﬁbns- of ASOP No, 45 are relevant for LAHC
with respect to the estimation of relative ceding intensity:

» Paragraph 3.2.3 states that “Because risk adjustment: madcl results are affected i;y the

-aceuracy and completeness of diagrosis codes or services toded, the actuary should

consider the impact of differences 1 in the accuracy and. compketeness of coding across

: Otgamzatwns and time periods.” :
| 100. |

There is no indication that any meaningful assessment of LAHC;QI&&::} coding capabilities
‘took place by Milliman ’w&icﬁ resulted in the mlréas‘onébie -assnmpﬁon ltha'f LAHC’s cediné
eﬁicacy would be the same as larger established health insurance carriers which: haxre years of
expenence pamng claims opmmzmg the RA coding for some: of &osc claims under other RA
programs such. as the long established RA program in the Medicare Advantage prgduct"

101. | |

In their 2014 rating, Milliman assurmed that LAHC would actually receive -»,33’,;29,- PMPM.
for the individual line of business and $0.00 for the small group line of business. In actuality, the
company was assessed a 2014 RA liability of $7,456,986 and $36,622 for the individual and small
group lines ‘of business respectively in Tune 2015 by tﬁe 'Cmt'ér for Medicafé anti v.Médi‘caid
Servmes (CMS) If Milliman had used amore teasonable assumpuon wzth respect to clalm codmg
mtensxty, some of this’ 11ab1hty would have been built mto the 20 14 premium rates.

102, | _

Milliman breached its duty by failing to discharge is dutiesto LAHC with reasanablﬁ care,

produce a feasibility study that was accurate and reliable, by failing to set premium rates for LAHC
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that were accurate and reliable, and, in general, by failing to exercise the ressonable judgment
expected of professional acniarics tnder ke circumstances.
103.

,~Miilim'an*s.,faﬂure to-exercise reasonable care, and its failure to act in-accordance with the
professional siandards pplicabe o actuaries, and s breachof contrach, wasth Iogal causeofall
of, or substantially all of, LAHC’s damages as set faﬂh heréin. :

Buck
104,

At all relevant times, Buck held itself out as having expertise to provide actuarial services

and advice to he‘al‘minsmemliice:LAm
105.

T or around March 2014, Buck was engaged by LAHC to perform “certan actuaial and
consulting services” for LAHC, including but notiiﬁ&d tor & ceview. of the actuarial work
proviously performed by Milliman, “develop cost models to prepare 2015 sates for Public

Exchanige,” “present target rates for review and revision,” “review and price new plan designs;

and “prepare and submit rate filings and assist” LAHC with “state rate fling” with LDI, Buck’s
engagernent letter was signed by Powers on behalf of LAHC on April 4, 2014, and had an effective
date of April 1, 2014, On or about Decomber 1, 2014, this contract was amiended, inter alia, to
extend the term of Buck's engagement though November 30, 2015, and provided fo an additons!
fee 0£ $380,000 to be paid to Buck for its actuarial services provided kit
106,

On or about April 2, 2015, Buck issued its “Statement of Actuarial Opinion” to LAHC
which was relied upon by LAHC and used to support its periodic AC A;.frepbrﬁn E—
the fed.eral,géxéément; InBuck’s actuarial opinion, “the :Marfch*.éoers pro fermaﬁnancxal report
isareasonablep rojection of LAHC’s financial position, sﬁhjc_«it;tcr?he qualifications noted below.” -
In etfeﬁt,, Buck vouched for LAHC’s economic health and centmumg viability. Brﬁék’iﬁ' |
srofessionl opinion wis eléarly insocurate and nrelisblé, LA would dlose s doots about
three (3) months after Buck issuied its April report, and LAHC would ultimately lose more than

approximately $54 million'in 2015 alone. -
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- 107. |
The actuarial work performed by Buck was unreliable, inaccurate, and not the result of
careful, professional analysis. Furthermore, upon mfomanan a@d’“beﬁeﬁf Buck rix'ay have béen' ,
unqualified, given its limited experience with insurers like LAHC, to provide actuatial services 1o
LAHC | "
108.
Buck owed a duty to LAHC to eXercise mascnabﬁfgpm,axgd toact i;;:acca_rdanca w‘ﬁh the
professional stjan&ards-:appiicabl_é to acm%es_"in: providing its services o LAHC.
109
‘When Buck developed individual and small group pramium..ratés-fcrwf‘zi)fifﬁ,;they.-esseniia;ﬁy
disregarded the claim experience that had emerged fmniﬁth‘e» start of -LAHC?opcraﬁbns oh January
1, 2014 until the filing was finalized in August 2014, Buck's explanatigﬁ- for not utilizing the
Elaim_expgrience was that it was not statistically credible; Although the claim data was not fully
_cre:‘diblg,» it was unreasonable for Buck to "compiete'fy“ﬂimg_ai@ ‘LAHC’S claim data andmwmd
claim estimates that were made for statutory financial repérting.
110,
When analyzing credlbxhty of claim data, the actuary woul& be gu}ded by Actuarxal
Standard. of Practice (ASQP) Nc) 25~ Credibility ] P:rocedures ASOP No, 25 discusses the: ccmcept
of two types of experience:

= Subject expenence - A specific set of data drawn from the experience undcr'
consideration for the purpose of predicting the parameter under sméy

¢ Relevant Experxence Sets of data, that melude data other than the sub;ect experience;
~ that, in the actuary’s judgment, are predictive of the parameter under study. (mchzdmg: v
but not limited to loss ratios, claims, mortality, payment patterns, persistency, or
expenses) Relevant expenerxce may mclnde subject experience as a subset,
1
Por the 2015 pricing exercise, the Subject Experience would be the LAHC claims data and
the Relevant Experience was the manual claim _éata'f_(abtained from ‘Optum) that Buck used to "
develop rates for 2015. Buck judgmentally applied, through a credibility procedure, 100% weight
to the manual claim data (Relevant Experience) and 0% weight to the actual claim experience of
LAHC..
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112, , |
| By the ﬁ_ine: the 2015 rate filing was submiﬁe,c;i;, LAHCWGuldhave already prepared their
June 30, 2014 statutory financial statements that reported a »igvelsqf 1ncurred claims of $23.3
million gross of Cost Sharing Reductions: (CSR). This level on clairns, ona per capita level,
implics that LAHC would need a rate increase in the range of at least 40%. The incurred claim
estimate prepared for statutory reporting effectively amounts to a data set of f‘Si;’bja@t?Expcﬁmge”
that was ignored by Buck. |
113.
ASOP No 25 proxades;mefoﬁowmg guidance to actuaries:
+ Paragraph 3.2 states that “The acmary shoutd 1S6 an appmprxa:te credﬂaxhty procedure:

when determining if the subject expeneme Thas full credlbmty or when b%endmg the
subject expenence with the relevant experience.”

s Paragraph 3.4 states that “The actuary should. use professwnal Judgment when
selecting, developing, or using a credibility procedure

114.

Buck’s professional j}idgem;exﬁt in this case was to completely disregard the LAHC ‘data
that was available bccause they mn@luded that it had no- pmdmxve value in thctr aredxbmry
procedure. They arrived at this concluszon even: though the filed rate: increase for- 2015 was’ '
inconsistent with the necessary rate increase that was. zmphe_d by the mcurred claim estzmatea,
reported on the LAHC statutory financial statements.

115,

At the titne the 2015 rate filing was submitted in A;ugnst v20}4§__ihete Werealreadyclzxms
‘incurred and paid in the period from 1/1/2014 10 ‘6/310/2@1;4- of $220 PMI’M(pmd through July
2014) gross of Cost Sharing Reduction subsidi:és;(v"‘CSR’?); It was rea&iiyapparcﬁt that »theié wete
very significant claim adjudication issues with LAHC’s TPA and that _the actual ultimate level of
incutred claims would be significantly higher than $220 PMPM and much higher thanBuck’s |
estimate of the manual level of LAHC claims.

116,

Buck underestimated the level of non-claim expenses in 2015, In Buck’s 2015 rate
development, they assumed that the “per member per month” (PMPM) level of administrative
‘expenses, taxes, and fees (non-claim expenses) would be $96.24 PMPM ifi}l‘-‘ the-individual Imwf |

business. For the small group line of business, the level of .noneciaim expenses built into the rate R
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development was $96.70 PMPM. Per Buck, the expense load was based on a May .Zﬁiﬁ.texpgnge. -

‘budget that was prepated by LAHC. |

| 7

When developing expense loads for 2015, Buck would be guided by Aoiuanal Standard of

and Entities Providing Health Benefits. The fo_ilowxa;g sections of ASOP Nﬁ._, 8 are relevant for
LAHC: |

* Paragxaph 3; 4 2 of ASOP No, § states: that the actuary “should consxder the. xmpact of

future: changes in the. underlymg covered population on the projected claims. These

changes may include, but are niot !mnted 10, changes in demographms nsk proﬁie, of
family composition”, v

. 'Paragraph 3.4.4 of ASOP No. 8 instructs the acmary to: “use appwpnate methods-and
assumptions: for calculating the non-benefit expenses component. of premium rates.
Possible methods mciude, but are not limited to, the use of a target loss ratio or the
estimation of expenses appropriately attributed to ﬂae health benefit ona percentage of

- premium or fixed-doflar basis. When estfmaung the atter. amounts, the actuary should
consider the health plan entity’s own expetience, reaseﬁably axmcxpatefd internal or
external future events, inflation, and business plans. The actuary may also consider
relevant external studies. The actuary should consider the reasonableness of the non-
benefit e:xpense component of premmm rates reianve to pxajec:ed expenses A
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 werc‘léS,éSZofwinch |
99.4% were from the individual line of business.

119.

‘When developing their estimate of the level of Risk Adjus’,_tmeﬁts (“R;A’?)} transfer payments
1o build into the 201 5 premium rates, Buck assumed that there would be no dlﬁerence in codmg
intensity between LAHC and the -other insurance carriers in the State of Louisiana. This
assumption was not reasonable as Buck should have known that a small start-up health insﬁxanca ’
carrier'would be in no position to code claims as efficiently as BCBSLA and other established
insurance carriers. |

120,

Whatever difference that Buck .assumed as the true iﬁé%idity_'diﬁétéﬁcé"fbem’en] the _
members that LAHC would enroll and the average state enrollment, it was not réasonable to
assume that there would be no difference in claim coding intensity. If Buck had assumed a lower
’ieyei’ of coding ﬁintensi{y__fb_r LAHC, this WOM&hﬁVB&i‘@SQﬁ?d. inlower assumed average risk score

for LAHC for 2015, As a result, the calculated premiums would have béanfhigher.
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121.

In their rate filing, Buck also rioted --tha; the Yaverégﬁe. afg,é *Qf the LAHC enrollees was lower
than the State ‘qf» Louisiana average. Since age is component fdf thenskscore calmﬂatzonthe
younger than average population provided some evidence that the -a?e‘rgge risk score for tﬁc; LAHC
* would be Tower than the state average. It was not reasonable for Buck to ignore this' known
-ffiﬁfereﬁée@ inmember éges between LAHC and the state average.

| 122,

When de'{zelc;;ring_ estimates of average LAHC risk scores for 2014, Buckwnuldbegmded |
by Actuarial Standard of Practice (ASOP)- No 45 - The Use of ‘Heaith ‘Status Based Risk
Aﬁjustment Methedalogws The foliowmg sections of ASOP No. 45 1 13 relevant for LAHC with
respect to the estimation of telative coding intensity:

 Paragraph 3.2.3 states that “Because risk adjustment. modei results are affectaé by the

- aceuracy and completeness of diagnosis codes or services coded, the actuary should

consider the impact 6f différences in the accuracy and completeness of eﬂdmg across:
organizations. and time pcnads

123,

There is no indication that any meaningful as'scssménﬁuf LAHC claim coding c’apabﬁiﬁe#;. |

' ’?Odk place by Buck which resulted in the uﬁr,easonahiﬁ assumption thatLAHC s cﬁdlﬁgefﬁcacy ,v
would be the same as larger established health msumncecamem which have years of ﬂéic_p'cri‘eﬁce ‘
paying claims eptmzmg the RA coding for 'sqme.bfeiho"sé;ciaims under t:?iheﬁ RA progrms sueh
as the long establishédeA progrém in the Medicare Advantage; préduct;

124.

Data Quality is[- also relevant with respect to Buck ignoring the known -de‘maﬁg:aphic, data
when developing an estimate of the RA transfer ,paymém;that should be built into the 2015 rates
Paragraph 3.2 of ASOP No. 23 states “In undertaking an :mﬂysis,. the acma‘ry ,sh‘mﬁd. mnSiﬁér
‘what data to use. The .aétﬁazy should consider the seo‘pe” of the assig:in‘xcnt and the intended use of
the analysm being performed inorder to detenmne the nature of the data needed and the number
of A]tematzve data sets or data sources, n" any, to be mnsxdered i Because demographic data was
available, Buck should have used it to build in some level of RA transfer payment just ort that basis
alone (without :rggard for the coding intensity issue). |

o 125,
In their 2015 rating, Buck assamed that LAHC Woﬁid‘havéa’m:m"ftansfef Pa}’mﬁit In

actuality, the company was assessed a 2015 RA liability of $8,658,833 anci $:I‘7?2,9,53f for the
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individual and spall group lines of business rcspectrveiy inJune 2016 by the Centér for Medxcare :
and Medjcaid Scrvxces (CMS). If Buck had: mcorpcrated the known demographm mformanan and
used a more reasonable ass’urnption with ,respect'tn ci;a,m: coding ’1nte@1ty5, gt_;gzeg .-of this -i;abﬂxty"
 would have been built into the ‘ZQ-iS' pmmmm rates.
126.
Buck breached its duty by failing to discharge its duties to LAHC with reasonable care;
and to act in acccrciancc with the p:ofessiﬁnal' Stan&érdslapﬁlicablﬁ?*ta actuaries, hyfaﬂmg to .
 produce a feasibility study that was accurate and teliable, byv‘faiiiﬁg}w;?sjei‘P‘miiﬂ?niraiéSiféfmﬁ@
 that were accurate and reliable, and, in general, by féi;lingqiia exercise the reasonable judgment
expected of professional actuaries under like circumstances.
127,
Buck’s failure to exercise reasonable cargg,»»vaan?i its failure to act in accardaﬁce with fh@
professional standards ‘appi'itable’ to actuaries was the legal cause of all of, or sﬁﬁ’éﬁaniiaﬂy aﬂof,
LAHC's damages as set fcﬁﬁ.'-herem;. | |

Count Five: Negligent M;srepresentatxon
(Against ti:e  Actuary Defendants)

128. |
Plaintiff repeats and -realleges each and every val!»ég}a_t},ién set forth m ‘the :foxegoing ,
i?aragfépiis as if fully b.,kset; forth herein,
| Milliman
| 129.
At all relevant times, Milliman held itself ‘out as having expertise to provide actuanai
services 'zind' advice to health insurers like LAHC. |
| 130. |
Atall relevant times, Milliman held a. spec:al tposmon of confidence and trust with: respect )
to LAHC
131
LﬁHC Justxﬁably expected Milliman to commnmca‘te with care. when advxsmg LAHC |
-ccmcennng its funding needs and the appro;;rxate premmm for LAHC
132, |
Mﬂiiman*»s advice and/or reports to LAHC and/or LDI and/or '{fMSr,chccming LAHC's

funding needs negligently misrepresented thezaatusl funding needs and premium rates of LAHC.
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133

‘Milliman had a duty to provide accurateand up-to-date information to LAHC t{m Mil ixhan,
knew or .5116111& ‘have known LAHC W§u1d, rely on in making its decision concerning the ammmt
of premium to charge policyholders. | |

‘Buck
134.
At all relevant times, Buck ‘héld itself out-as having expertise to provide actuarial services
and advice to insurets such as LAHC
135,
At all relevant times, Buck held a special position éf:@nﬁdencé and trust with ::egpéct o'
LAHC, | 0
136.

LAHC justifiably expected Buck fo communicate with care when advising LAHC

‘conceming its funding needs and the appropriate premmm rates for LAHC. B
- 137.

Buck’s advice ?nd?er reports to the LAHC and/or LDI andfﬁr CMS wncemmg LAHC’S
funding needs negligently misrepresented the actual ﬁmdmgneeds and premium rates;df.LAHti. "

| e u |

‘Buck had 2 duty to provide accurate and up-to-date information to LAHC thatBuckknew |
or shmz]lﬂf have known LAHC would rely on mmalnngns decision Gohéaming'jthe amount of
premium to charge policyholders.

~ PRESCRIPTION AND DISCOVERY OF TORTIOUS CONDUCT

139. | |

Plaintiff shows that LAHC was adversely donﬁﬂateﬂ.vbyzzt}ie'ﬁgféats named herein, whqv
effectrvely ecnciégied ‘th_ejbascs for the causes of action stated }iépéin,v, Plaintiff did not aiscc'vér the
causes of 'a‘aﬁcin stated h‘er‘ei;x‘}} until well after :th&RseeiVér' was appoitited and ﬂlese matters-were
investigated as part of the pending Receivership proceeding. Fuﬂﬁgmo@.ﬁ?lainﬁff had n0;~a’£z§l§ity
to Er,;‘_n_g:thesa éctiﬁn:s prior to teceiving authority as a result of. the Recﬁ%r@iy Qfdﬁ_rs.emered

“regarding LAHC Purther, none 6ffthe~=cr_éd:itér's§, claimants; policyholders or members of LAHC |

knew or had any reason to know of any cause of action for the acts and omissions described in this
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; 140. |
Plaintiff further shows that the activities of the Defendants named héieiﬁ»-',cqasﬁaﬁea',- N
continuing forts which began in 2011 and contirued unabated until Qs'ﬁ.o.tﬁfy bofore LAHC was
placed into Receivership, or at leastin the case of GRI, continued il s services were ferminated
by LAHC in May 2016. o
141
Applicable statutes of limitations and presctiptive/peremptive P%?iﬁ-dé-‘did?"nmi" commence
as to Plaintiff until shortly before LAHC was ;PlaééﬁﬁintoRebeivmhi@;. at .‘fhé' ezfl'iesm | |
142. |
Further, according io applicable Louisiana law, once th e;Cé mgmmer S ﬁlc&:
suit seeking s.anﬁordgrv-cf. rehabilitation regardingi LAHC on September 132015’ the mnmng of
..vprfﬁS"?}f-ipﬁQﬁ and preemption as to-all claims in favor of LAHC Wasnnmwwtely | sus pen &’dd‘ and
toled during the pendency of the LAHC Receivership procecding; La RS, 22:2008(B)
143,

Plaintiff is entitled t6 and hereby demands a trial by jury onall triable issuss.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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PRAYER FOR RELIEF

WHEREFORE, Plaintiff, James J. Donelon, Commissioner of Insurance for the State of

- Louisiana in his capacity as Rehabilitator of Louisiana Health Coéwaiivég Incthwughhls duly
appointed Receiver, Billy Bostick, prays and demands that the Defendants named herein, Terry S.
Shilling, George G. Cromer, Warner L. Thomas, IV, William A. Oliver, Charles D. C’a?v,i,f‘f*aﬁfi(ik
C. Powers, CGI Technologies and Solutions, Inc., Group Resources Incorporated, ,Beam-Pa;tn“erS;_,‘ |

: LLC, Milliman; Tnc., Buck Consultants, LLC, and Travelers Casualty andSuretYCompanY of -
America, be cited to appear and answer, fa_z‘;&.'vthat"upm a ﬁnalhearmgaf :;thg,» cause, judgment be -
entered against Defendants and in favor of mamuﬁ' for 4l compensable damages in an amount

reasonable in the premises, meiu&mg

a. AH compensatory damages allowed by apphcable law caused by Dafendants
actzonable conduct, v

b. the recovery from Defendants of all administrative costs incurred as a result of the
necessary rehabilitation and/or hqm&anen proceedmgs,

. all fees, expenses, and compensation of any kind paid by LAHC to the D&O
- Defendants, Bearn Partners, CGI GRI, Mﬂhman, and Buck ’ '

d. allrecoverable costs and litigation expenses incurred herein;

e. all judicial interest; :

any and alt attormeys’ fees recoverable pursuant o statute and/or contract

g anyandall -equiﬁtaﬁle,.r‘elisf't;a_&éhicthiasnﬁffmay appear properly entitled; and

h, all further relief to which Plaintiff may appear entitled.

X E. Culiens Jt, T.A L& Bar #23611

Edward J. Walters, Jr La. Bar#13214

Darrel J. Papillion, La. Bar #23243

David Abboud Thomas, La, Bar #22701
 Jennifer Wise Moroux, La. Bar #31368
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PLEASE SERVE THE FOLLOWING DEFENDANTS WITH THE
PETITION FOR DAMAGES AND JURY DEMAND

AND FIRST SUPPLEMENTAL, AMENDING AND m’m’m’ PETITION
AS FOLLOWS:

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 Rougc LA 70810

PATRICK C. POW’ERS
9572 Wesson Street
Baton Rouge, LA 70809

CGT TECFBRGLOGIES AND SOLUTIONS, INC.
VIA LONG ARM SERVICE )
Through its agent for service of process:
Corporation Service Company
2711 Centerville Road -
Suite 400
’ Wlhnmgton- DE 19808

GROUP RESOURCES INCORPORATED
VIA LONG ARM SERVICE

Threugh its-agent for service of process:
Philip H. Weener

5887 Glendridge Drive

Suite 275

Atlanta, GA 30328

BEAM PARTNERS, LLC

VIA LONG ARM SERVICE

Through its agent for service of process: .
Terry Shilling

2451 Cumberland Parkway, #3 170
Atlanta, GA 30339

,TRAVELERS CASUALTY AND SURETY C()M}’ANY E)F AM’ERICA
Through its agent for service of process:

LA Secretary of State

8585 Archives Avenue

Baton Rouge, LA 70809
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VIA LONG M SERVICE

Through its: agent for saiwce of process:-

* CT Corporation Systeny.
505 Union Avenue SE
Suite 120 v
Olympia, WA 98501

BUCK CONSULTANTS, LLC
V1A LONG ARM SERVICE

Through its agent for service of process:

 Corporation Service Company -
2711 Centerville Road

~ Suite 400

'kanmgton, DE 19808
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