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This report is presented to the Joint Budget Cotemi(JBC) of the Colorado General Assembly
in response to Legislative Request for Informatiamber 19, which states:

The Department is requested to submit a reporthennbanaged care organizations'
capitation rates for each population and the esteadablended rate for each aid

category in effect for FY 2009-10 to the Joint BetdGommittee by September 1,
2009. The Department is requested to include inréipert a copy of each managed
care organization's certification that the reimbensent rates are sufficient to assure
the financial stability of the managed care orgatian with respect to delivery of

services to the Medicaid recipients covered inrtbentract pursuant to Section 25.5-
5-403 (1) (1), C.R.S.

In response to the legislative request for inforamhumber 19, the Department has attached
two actuarial certification letters and eight fic&l stability letters. The first attachment i€ th
Department of Health Care Policy and Financing’e (Department) July 1, 2009 — December
31, 2009 Behavioral Health Organization (BHO) cafgsn rate certification letter. Exhibit 1 of
this letter contains the July 1, 2009 — December2BD9 BHO capitation rates by eligibility
group for each of the BHOs. The second thru sixthcaments are the most current financial
stability certifications of the five BHOs receivdry the Department prior to the date of this
report: Access Behavioral Care, Behavioral HealteC&olorado Health Partnership, Foothills
Behavioral Health and Northeast Behavioral Heapectively.

The seventh attachment is the Department’s Juh2Q09 — December 31, 2009 Health
Maintenance Organization (HMO) capitation rate ifiedtion letter. The Rates Exhibits on
pages 4 and 5 of this certification letter conti@ actuarially sound rate ranges and the state
capitation payment maximum, which is equal to onadned percent of the direct health care
cost of providing these same services on an aellyarequivalent Colorado Medicaid
population. As specified in C.R.S. 25.5-5-404 (20@8VIOs must submit a capitation payment
proposal to the Department which does not exceedstidite capitation payment maximum. For
the capitation rates effective July 1, 2009 — DdwamB1, 2009, both Colorado Access and
Denver Health submitted capitation proposals that equal to the state capitation payment
maximum.

The eighth attachment is the initial financial #igpbcertification letter from Colorado Access,
which includes their actuarial certification andotation payment proposal. New HMO rates
were effective July 1, 2009 and the Department estpd that the HMOs provide financial
stability certifications for the new rate periodhfly 1, 2009 — December 31, 2009. However,
Colorado Access provided the Department with anfoie stability certification letter on June 3,
2009 for a rate period of April 1, 2009 — DecemB&r 2009. On July 15, 2009 Colorado Access
communicated in writing to the Department that tldey not believe the HMO rates for the
period July 1, 2009 — December 31, 2009 are adequat

The ninth attachment contains the latest corresgmr® from Colorado Access. The letter, sent
August 10, 2009 certifies that Colorado Accesshieen in Hazardous Financial Condition as of
June 30, 2009 (C.F.R. 25.5-5-404(k)), and that#petation payments set forth in the HMO rate



contract with the Department are not sufficientwispect to delivery of services outlined in the
contract. Further, the letter states that ColorAadoess is in the process of preparing a capital
surplus recovery plan with the Division of Insuran(®OIl) with the intent of returning to
Financial Stability within the July 1, 2009 — Ded&n 31, 2009 timeframe. The Department is
currently evaluating the situation and is workinghmColorado Access and DOI to determine the
most appropriate next step.

The tenth attachment is the financial stabilitydefrom Denver Health and Hospital Authority,
which includes their actuarial certification angbitation payment proposal for the July 1, 2009 —
December 31, 2009 period.

BHOs, HMOs, and Primary Care Physicians (PCPsplmmanaged care entities as defined by
C.R.S. 25.5-5-403 (2008); however PCPs do not veceapitation payments and thus are not
included in this report. These managed care estitiél be subject to rate decreases in the
coming months, as described in Governor Bill Ritlefs August 18, 2009 Balanced Budget
Proposal. Managed care entities who receive dapitgpayments will be required to supply

additional documents certifying that the new rades sufficient to ensure financial stability

through the new rate period.
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PricewaterhouseCoopers LLP

One North Wacker

Chicago, IL 60606

Telephone (312) 298-3792
November 10, 2008 Facsimile (813) 329-8798

Mr. Jed Ziegenhagen

Rates Section Manager

Department of Health Care Policy & Financing
1570 Grant Street

Denver, CO 80203

Dear Jed:

Re: Medicaid Mental Health Program
Data Book and Proposed Capitation Rates

The enclosed report provides a detailed description of the methodology used for calculating
capitation rate ranges effective July 1, 2009 through December 31, 2009 for the Medicaid
mental health program in Colorado. The methods used for calculating these costs are
consistent with Centers for Medicare and Medicaid Services requirements that the capitation
rates be actuarially sound and appropriate for the population covered by the program.

The development of these rates was overseen by Sandra Hunt, Principal, and Jinn-Feng Lin,
Lead Actuary.

Please call Sandra Hunt at 415-498-5365 or Jinn-Feng Lin at 312-298-3792 if you have any
questions regarding these capitation rates.

Very truly yours,

PricewaterhouseCoopers LLP

By: Sandra S. Hunt, M.P.A. Jinn-Feng Lin, F.S.A., M.AA A A.
Principal Director




Actuarial Certification of
Mental Health Medicaid Capitation Rates
July 1, 2009 through December 31, 2009

I, Jinn-Feng Lin, am associated with the firm PricewaterhouseCoopers. | am a Member of
the American Academy of Actuaries and meet its qualification standards to certify as to
the actuarial soundness of the capitation rate ranges for the periods July 1, 2009 through
December 31, 2009 developed for contracting with Behavioral Healthcare Organizations
(BHOs) under the Colorado mental health managed Medicaid program. | have been
retained by the Colorado Department of Health Care Policy and Financing (HCPF) to
perform an actuarial certification of the mental health capitation rates for July 1, 2009
through December 31, 2009 for filing with the Centers for Medicare and Medicaid
Services (CMS). | have reviewed the capitation rates developed by HCPF and am familiar
with the Code of Federal Regulations, 42 CFR 438.6(c) and the CMS “Appendix A,
PAHP, PIHP and MCO Contracts Financial Review Documentation for At-risk Capitated
Contracts Ratesetting.”

I have examined the actuarial assumptions and actuarial methods used by HCPF in setting
the capitation rates for periods July 1, 2009 through December 31, 2009.

It is my opinion that all requirements of 42 CFR 438.6(c), with respect to the development
of Medicaid managed care capitation rates, were satisfied in the development of the
proposed capitation rate ranges for contracting with BHOs in Colorado. | believe that the
capitation rates have been developed in accordance with generally accepted actuarial
principles and practices, and are appropriate for the populations to be covered and the
services to be furnished under the contract. The capitation rate ranges are based solely on
the projected costs for State Plan services, and the 1915(b)(3) capitation rates are based on
approved 1915(b)(3) services. Detailed descriptions of the methodology and assumptions
used in the development of the capitation rate ranges are contained in the remainder of the
report to which this actuarial certification is attached.

In the development of the proposed capitation rate ranges, | relied on enrollment,
encounter, and other data provided by the BHOs and HCPF. | reviewed the data for
reasonableness; however, | performed no independent verification and take no
responsibility as to the accuracy of these data.

The actuarially sound rate ranges shown in the accompanying report are a projection of
future events. It may be expected that actual experience will vary from the values shown
here. Actuarial methods, considerations, and analyses used in developing the proposed
capitation rates conform to the appropriate Standards of Practice promulgated from time to
time by the Actuarial Standards Board.



Capitation rates within the ranges specified in this report may not be appropriate for any
specific BHO. Each BHO will need to review the rates offered in relation to the benefits
provided. The BHOs should compare the rates with their own experience, expenses,
capital and surplus, and profit requirements prior to agreeing to contract with the State.
The BHOs may require rates above, equal to, or below the actuarially sound capitation
rate ranges in this report.

It should be emphasized that capitation rates are a projection of future costs based on a set
of assumptions. Actual costs will be dependent on each contracted organization’s situation
and experience.

This Opinion assumes the reader is familiar with the Colorado mental health Medicaid
program, Medicaid eligibility rules, and actuarial rating techniques. The Opinion is
intended for HCPF and Centers for Medicare and Medicaid Services and should not be
relied on by other parties. The reader should be advised by actuaries or other professionals
competent in the area of actuarial rate projections of the type in this Opinion, so as to

properly interpret the projection results.

Jinn-Feng Lin, M.A.A.A
Member, American Academy of Actuaries
November 10, 2008




TABLE OF CONTENTS

l. BACKGROUND ... 4
1. DATA BOOK ... e 5
I1l. CAPITATION RATE RANGE DEVELOPMENT..........cccoovvneeee. 7
IV. DETERMINATION OF UNIT COSTS ..o, 10
V. ADJUSTMENTS ... 11
IBNR (Incurred But Not Reported).......cccoeuvvviiiiiiiiieieeeieeee e 11
I =] 2o 11
Administration and RiSK LOAd ............uuueiiiiiiiiiiiiiiiiiiiiiiiiiiiiineiiii. 12
Data SMOOTNING ....uuiiiii e 12
RISK AQJUSTMENT ....eeiiii e 12
RAE RANGES ..iiiiiiiiiii e 12
VI. PROPOSED CAPITATION RATE RANGES............cccoivnie, 13

November 2008 PRICEWATERHOUSECOOPERS Page i



TABLE OF EXHIBITS

EXHIBIT 1 Low and High Range Capitation Rates (State Plan and 1915(b)(3)
Services Combined) - July 1, 2009 through December 31, 2009

EXHIBIT 2 July 1, 2009 through December 31, 2009 Final Per Capita Cost Point
Estimates

EXHIBIT 3 Historical Rates; Development of July 1, 2009 through December 31,
2009 Per Capita Costs

EXHIBIT 4 Encounter Data; Development of July 1, 2009 through December 31, 2009
Per Capita Costs

EXHIBIT 5 Member Months by BHO

EXHIBIT 6 July 1, 2009 through December 31, 2009 Per Capita Cost Point Estimates;
Split State versus 1915(b)(3) Services

EXHIBIT 7 Development of the Percentage of State versus 1915(b)(3) Services

EXHIBIT 8 Unit Cost Trend Development

November 2008 PRICEWATERHOUSECOOPERS Page ii



Colorado Medicaid Mental Health Program
Data Book and Proposed Capitation Rates
July 1, 2009 through December 31, 2009

Prepared by PricewaterhouseCoopers LLP

November 2008

PricewaterhouseCoopers LLP (PwC) has calculated mental health capitation rate ranges
for the Colorado Medicaid program for the period July 1, 2009 through December 31,
2009. In 2003, new regulations that govern the development of capitation payments for
Medicaid managed care programs overseen by the Centers for Medicare and Medicaid
Services (CMS) went into effect. These new regulations require that rates be “actuarially
sound.” While there are no definitive criteria for determining actuarial soundness for
Medicaid managed care programs, CMS has issued a checklist that provides guidance.
We have followed that checklist in developing the proposed rate ranges shown here. The
final rates will be established through signed contracts with the Behavioral Healthcare
Organizations (BHOs), which will ensure that the BHOs concur that the rates paid will
allow for contracting with sufficient numbers of providers to ensure appropriate access to
mental health care, and that the BHOs expect to remain financially sound throughout the
contract periods.

The general guidelines for developing actuarially sound payment rates encompass the
following concepts:

» Data appropriate for the population to be covered by the managed care program
should be used for the analysis;

» Payment rates should be sufficiently differentiated to reflect known variation in per
capita costs related to age, gender, Medicaid eligibility category, and health status;

» Where rate cells have relatively small numbers of individuals, cost neutral data
smoothing techniques should be used;

» Medicaid fee-for-service payment rates per unit of service are one of several
appropriate benchmarks for developing capitation rates;

November 2008 PRICEWATERHOUSECOOPERS Page 1




» When fee-for-service (FFS) data are used for the calculations, differences in
expected utilization rates between FFS and managed care programs should be
accounted for;

> Appropriate levels of managed care plan administrative costs should be included in
the rates;

» Programmatic changes in the Medicaid program between the data and contract
periods should be reflected in the rates; and

> A range of appropriate rates could emerge from the rate-setting process, and an
upper and lower bound may be developed.

These capitation rate ranges are developed to be consistent with the concepts described
above. The development of the rate ranges is described in this report and the supporting
calculations are shown in the attached exhibits.
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Disclaimer

In performing this analysis, we relied on data and other information provided by the
Colorado Department of Health Care Policy and Financing (HCPF). We have not audited
or verified this data or other information. If the underlying data or information is
inaccurate or incomplete, the results of our analysis may likewise be inaccurate or
incomplete.

We performed a limited review of the data used directly in our analysis for reasonableness
and consistency and believe the data appear to be reasonable for this rate development. If
there are material errors or omissions in the data, it is possible that they would be
uncovered by a detailed, systematic review and comparison search for data values that are
questionable or for relationships that are materially inconsistent. Such a review was
beyond the scope of our assignment.

Differences between our projections and actual results depend on the extent to which
future experience conforms to the assumptions made for this analysis. It is certain that
actual experience will not conform exactly to the assumptions used in this analysis.

This report is intended to assist HCPF in developing mental health capitation rates. It may
not be appropriate for other uses. PricewaterhouseCoopers does not intend to benefit and
assumes no duty or liability to other parties who receive this work. This report should only
be reviewed in its entirety. It assumes the reader is familiar with Colorado Medicaid
mental health program and managed care rating principles.

The results in this report are technical in nature and are dependent upon specific
assumptions and methods. No party should rely upon these results without a thorough
understanding of those assumptions and methods. Such an understanding may require
consultation with qualified professionals.
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I. Background

The Colorado Medicaid program currently contracts with five BHOs to manage and
deliver mental health services to Medicaid enrollees in exchange for a fixed per capita
payment. Capitation rate ranges vary based on eligibility group and for each BHO, and
HCPF negotiates capitation rates within those rate ranges with each of the BHOs. The
managed care contract with HCPF, under which the BHOs operate, allows the BHOs to
provide services that are Medicaid benefits under the State Plan and additional services
provided under HCPF's 1915(b)(3) waiver. CMS regulations prevent these "alternative"
services from being included in the development of actuarially sound capitation rates;
separate capitation rates must be developed for these services.

The following tables summarize the mental health services included in the State Plan and

under the 1915(b)(3) waiver:

TABLE 1A
STATE PLAN SERVICES

Inpatient Hospital

Medication Management

Under 21 Psychiatric

Emergency

65 and Over Psychiatric

School-Based Services

Outpatient

Psychosocial Rehabilitation Services

Psychiatrist

Clinic Services, Case Management

Rehabilitation

TABLE 1B
1915(B)(3) SERVICES

Clubhouses / Drop-In Centers

Vocational Services

Home-Based Services for Children and
Adolescents

Recovery Services

Intensive Case Management

Prevention / Early Intervention

Assertive Community Treatment (ACT)

Specialized Services for Addressing
Adoption Issues

Respite Care

Residential Services

Prevention/Early Intervention Services

Substance Abuse

Care Coordination

Effective July 1, 2009, there are three additional 1915 (b)(3) waiver mental health services
that will be offered. They are: Substance Abuse, Prevention and Early Intervention, and

Care Coordination.
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I1. Data Book

A first step in developing capitation rates is identifying the data that will be used for the
calculations. The CMS regulations call for use of data that is appropriate for the
population to be covered by the program. A number of sources of data may be considered
appropriate including:
> Fee-for-service data for the Medicaid population in the geographic area to be
covered by managed care plans;

» Managed care plan encounter data for its Medicaid population;

» Managed care plan encounter data for other populations, with appropriate
adjustments to reflect utilization patterns of Medicaid enrollees;

» For some components of the analysis, managed care plan financial data;
» For some components of the analysis, data from other Medicaid programs.

For this analysis, we relied primarily on two sources of data: historical rates and detailed
BHO encounter data for the Medicaid population to be covered under these capitation
rates. Additionally, information was obtained through review of financial reports prepared
by the BHOs for HCPF and other documentation provided by the BHOs. Eligibility and
BHO enrollment data was provided by HCPF.

We obtained and analyzed detailed BHO encounter data for July 1, 2006 through June 30,
2007; fiscal year (FY) 2007. The encounter data included all 1915(b)(3) services and state
plan services. The FY 2007 encounter data was used as a basis for the July 1, 2009
through December 31, 2009 rate development, supplemented with the BHOs' audited
financial statements. A process of date-sensitive matching of the encounter data to the
eligibility data was performed to ensure that only encounters provided to Medicaid
eligible members were retained. In addition, all services identified as neither State Plan
nor 1915(b)(3), as well as services not covered under the HCPF contract, were eliminated
from the base data.

Capitation rate ranges for the BHOs vary based on the following criteria:

> Eligibility Group: Separate rate ranges are made to recognize the differences in
expected costs for individuals based on age and health status. As such, rates were
developed for the following five eligibility groupings:

o Elderly
Disabled
Adults
Children

o]
o]
o]
o Foster Care
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» Behavioral Healthcare Organization: Separate rate ranges are made for each of
the following BHOs:
0 Access Behavioral Care
o0 Behavioral Health Care, Inc.
o0 Foothills Behavioral Health
0 Northeast Behavioral Health
0 Colorado Health Partnerships

The proposed capitation rate ranges and point estimates by rate cell are shown in Exhibits
land 2.
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I11. Capitation Rate Range Development

The capitation rate ranges for July 1, 2009 through December 31, 2009 are calculated
based on a combination of encounter data and historical rates adjusted to reflect projected
unit costs. Each adjustment to the historical and encounter data is described in the
following sections; the resulting per capita point estimates and rate ranges are shown in
Exhibits 1 and 2.

The steps used for calculating the capitation rates are as follows:
Encounter Rates Development

1. A value is attached to each encounter record. The methodology used in pricing the
encounter records is described in Section IV.

2. FY 2007 priced encounter data are summarized by rate cell. This data contains all
services provided under the State plan of benefits, as well as any services covered
under the 1915(b)(3) Waiver.

3. An adjustment is made to compensate for un-priced State Plan encounter records.
These records consist of services that are covered under the State plan of benefits,
that do not map to a service code in the Fee-For-Service fee schedule. Due to the
minimal number of occurrences, the weighted average cost per unit was applied to
these records. The adjustments applied to each BHO's State Plan encounter costs
are contained in the table below:

ADJUSTMENT FOR UN-PRICED
ENCOUNTER RECORDS
BHO Adjustment
Access Behavioral Care 0.25%
Behavioral Health Care 1.00%
Foothills Behavioral Health 0.17%
Northeast Behavioral Health 0.00%
Colorado Health Partnerships 0.55%

4. FY 2007 priced encounter costs related to 1915(b)(3) services were used in
developing baseline per capita costs. The development of the State Plans to
1915(b)(c) adjustment factors is shown in Exhibit 7.

5. Based on the CMS checklist, capitation rates must reflect the appropriate
adjustment for Third Party Liabilities (TPL). Since BHOs retain TPL collections,
the per capita costs were adjusted downward from base priced encounter amounts
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to reflect these collections. The TPL adjustment, as a flat percentage of service
costs, was applied uniformly across all eligibility categories by BHO.

6. Trend adjustments are applied to project the base data from FY 2007 to the
contract periods (July 1, 2009 through December 31, 2009). These adjustments
are described in Section V and are shown in Exhibit 8.

7. The projected rates are then divided by a target administration and risk factor to
develop a capitation rate. A factor of 10.5% was used for all five of the BHOs.
The 10.5% factor is based on a review of BHO reported administrative costs in FY
2007. The development of these costs are shown in Exhibit 4.

Historical Rates Development

8. The other basis used in setting the July 1, 2009 through December 31, 2009
capitation rates starts with drawing on the historical rates which were used in
contracting with the BHOs for the contract period of July 1, 2008 through
December 31, 2008, as shown in Exhibit 3.

9. Trend adjustments are applied to the historical July 1, 2008 through December 31,
2008 rates to project capitation rates effective for the contract periods.

Blending of Encounter and Historical Rates

10. July 1, 2009 through December 31, 2009 per capita costs are developed using a
blend of the encounter-based and historical-based rates, with the encounter data
weighted 35% and historical data weighted 65% to develop the per capita costs.
The weight for encounter-based rates has increased from 30% to 35%. We expect
that future rate development will give greater weight to the encounter data
component.

Rate Development for Additional Mental Health Services

11. Substance Abuse - This service has historically been paid on a Fee-For-Service
(FFS) basis. Effective July 1, 2009, this service will be included in the capitation
rates paid to the BHOs. To calculate the Substance Abuse per capita costs, FY
2007 and FY 2008 FFS data were reviewed. The July 1, 2009 through December
31, 2009 Substance Abuse per capita cost was calculated by using the 2008 FFS
PMPM , adjusted for IBNR, unit cost trend, and administrative load, to derive the
Substance Abuse capitation rates in the contract period.

12. Prevention and Early Intervention Services - Services include screening and
outreach to identify at-risk populations, proactive efforts to educate and empower
members to choose and maintain healthy life behaviors and lifestyles that promote
mental and behavioral health. HCPF has provided an expected budget for these
activities. HCPF estimated the amount to be 0.97% of July 1, 2009 through
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December 31, 2009 per capita costs. The calculated PMPMs are shown in
Exhibits 1 and 2.

13. Care Coordination - HCPF will be providing costs for one full time employee to
perform Care Coordination activities. HCPF calculated the amount to be
approximately 0.2% of July 1, 2009 through December 31, 2009 per capita costs.
The calculated PMPMs are shown in Exhibits 1 and 2.
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1. Determination of Unit Costs

BHOs submitted FY 2007 claim level detail. Encounter data for all covered services were
reported and were available for the entire 12 month period. HCPF has performed a data
quality review of the BHO submitted encounter data for FY2007. As a result, HCPF
requested several BHOs to provide clarifications, to re-submit or to supplement data as
needed to ensure the data used to price the encounter records are complete and accurate.

HCPF performed the following steps to attach a value to encounter records:

1.

For those individuals that utilized the Community Mental Health Centers (CMHC),
the CMHC FY 2007 fee-for-service (FFS) fee schedule was applied to each
encounter record.

To price Institute encounters for Pueblo and Fort Logan, the Institute Cost Report
rates were applied to Institute inpatient encounter records.

To price inpatient encounters, the other hospital rates were applied to the inpatient
encounter records.

To price all other remaining encounters, the Colorado Medicaid Fee-For-Service
fee schedule rates by procedure code were applied to all encounters currently not
priced.

The remaining un-priced services were priced using an average FFS unit price for
the corresponding services contained within MMIS.
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V. Adjustments

This section describes the adjustments that were made to the encounter data to project
costs to the contract periods.

IBNR (Incurred But Not Reported)

The encounter data reported by the BHOs may not be fully “complete.” In other words,
some services incurred during the data period may not have been adjudicated at the time
the encounter data was extracted, and therefore, not included in the encounter data that
was provided. The value of these IBNR encounters is typically estimated through
actuarial models that analyze historical claim payment patterns. The encounter data
included eight months of runout, and as a result, we do not believe the unreported
encounters represent a material adjustment to the data included in the analysis.
Additionally, since services are often delivered by providers employed by the BHOs,
encounters tend to be entered into the BHO information systems shortly after they are
rendered. Consequently, we have not applied an IBNR adjustment.

Trend

We were provided with fee increases and audited unit cost increases spanning FY 2003
through FY 2008. An annualized unit cost trend was calculated for each category, and
these annualized trends were aggregated using weights to get an overall average cost
annual unit cost trend of 3.49%. The cost components shown on Exhibit 8 are a
combination of audited unit costs for CMHCs, Medicaid fee schedule costs for Other State
Plan Services as well as CMHIs. These results give us a basis to develop the proposed unit
cost trend. There is a range of reasonable trend rates resulting from an analysis of historic
cost data. Based upon the analysis shown, in our opinion the unit cost trend adjustment of
3.49% is reasonable and appropriate.

To develop a single annual unit cost trend, the cost components are combined using a
weighted average, shown in Exhibit 8. The development of these weights uses FY 2007
data. The application of the weights to the cost components results in an estimate of
3.49%. The unit cost trend rate was applied to encounter rates and historical rates to shift
the base rates to the contract periods.

In addition to increases in cost per unit, trend rates are also comprised of changes in the
volume of services used per person over time. PwC has examined the historical encounter
utilization data for FY 06 and FY 07 and has determined that no adjustment for changes in
utilization rates is appropriate. Our analysis included a regression analysis of historical
utilization changes based on BHO submitted FY06/07 encounter data. That analysis
showed a consistent and flat utilization pattern throughout FY06 and FYQ7.
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Administration and Risk Load

The CMS regulations require that administrative costs directly related to the provision of
Medicaid State Plan approved services be incorporated into the rate setting process. The
BHOs do not segregate administration costs between State Plan and non-State Plan
services in the BHO financial reports provided to HCPF. In FY 2007, the BHOs reported
total administration costs as a percent of total healthcare costs averaging about 10.5%.
Our experience with Medicaid Managed Care plans suggests that a 10.5% administrative
ratio is reasonable.

Data Smoothing

No data smoothing processes were applied in the development of the proposed capitation
rates. Due to the nature of the services covered under the HCPF contract, it is unlikely
that large claims would cause a significant distortion. We believe the populations are
sufficiently large to be credible assuming the underlying data itself is valid.

Risk Adjustment

We believe that the development and payment of capitation rates that vary based on
eligibility group and geographical regions are sufficient risk adjustment in this instance.
Further, the current quality of the encounter data does not support the application of more
sophisticated forms of risk adjustment at this time.

Rate Ranges

We developed a range of rates that we consider to be actuarially sound. The rate ranges
were developed taking into consideration recent experience of the managed care plans and
the rates that would be derived based solely on trended fee-for-service experience. Using
this data, we determined that rate ranges of +/- 5% around the calculated point estimate
rates are reasonable.

TABLE 2
RANGES AROUND CAPITATION POINT ESTIMATES
BHO Low Range High Range
Access Behavioral Care -5.0% +5.0%
Behavioral HealthCare -5.0% +5.0%
Foothills Behavioral Health -5.0% +5.0%
Northeast Behavioral Health -5.0% +5.0%
Colorado Health Partnerships -5.0% +5.0%
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V1. Proposed Capitation Rate Ranges

Exhibit 3 shows a comparison between the July 1, 2008 through December 31, 2008 and
July 1, 2009 through December 31, 2009 capitation rates. The July 1, 2009 through
December 31, 2009 point estimates of the projected per capita costs resulting from the
application of the methodology, data, and assumptions described in the previous sections
are shown in Exhibit 2.

Exhibits 6 displays these point estimates separated for State and 1915(b)(3) services by
each BHO and each eligibility group. Finally, Exhibits 1 show the calculation of the low
and high range capitation rates for each rate cell respectively for July 1, 2009 though
December 31, 20009.
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Colorado Health Care Policy and Financing
Crosswalk from CMS Rate Setting Checklist to July 1, 2009 through December 31, 2009 Data Book and Capitation Rate Report

Item

Location

Comments

AA.1.0 Overview of Ratesetting Methodology
AA.1.1 Actuarial Certification

AA.1.2 Projection of Expenditures

AA.1.3 Procurement, Prior Approval and Ratesetting
AA.1.5 Risk contracts

AA.1.6 Limit on Payment to other providers

AA.1.7 Rate Modifications

AA.2.0 Base Year Utilization and Cost Data

AA.2.1 Medicaid Eligibles under the Contract
AA.2.2 Dual Eligibles

AA.2.3 Spenddown

AA.2.4 State Plan Services only

AA.2.5 Services that may be covered out of contract savings
AA.3.0 Adjustments to Base Year Data

AA.3.1 Benefit Differences

AA.3.2 Administrative Cost Allowance Calculations
AA.3.3 Special Populations' Adjustments

AA.3.4 Eligibility Adjustments

AA.3.5 DSH Payments

AA.3.6 Third Party Liability

AA.3.7 Copayments, Coinsurance and Deductibles in Capitated Rates
AA.3.8 Graduate Medical Education

AA.3.9 FQHC and RHC Reimbursement

AA.3.10 Medical Cost / Trend Inflation

AA.3.11 Utilization Adjustments

AA.3.12 Utilization and Cost Assumptions

AA.3.13 Post-Eligibility Treatment of Income
AA.3.14 Incomplete Data Adjustment

AA.4.0 Establish Rate Category Groupings

AA.4.1 Age

AA.4.2 Gender

AA.4.3 Locality / Region

AA.4.4 Eligibility Categories

AA.5.0 Data Smoothing

AA 5.1 Special Population and Assessment of the Data for Distortions
AA.5.2 Cost-neutral data smoothing adjustment
AA.5.3 Risk Adjustment

AA.6.0 Stop Loss, Reinsurance or Risk Sharing arrangements
AA.6.1 Commercial Reinsurance

AA.6.2 Simple stop loss program

AA.6.3 Risk corridor program

AA.7.0 Incentive Arrangements

Entire Report
Introduction
See Comments
See Comments
See Comments
See Comments
NA
Pages 5 - 10
NA
NA
NA
Page 4
NA
Pages 7 - 12
NA
Page 12
NA
See Comments
See Comments
See Comments
See Comments
See Comments
See Comments
Page 11
NA
NA
NA
Pages 7, 11
Pages5-6
Page 5
NA
NA
Page 5
Page 12
NA
NA
NA
NA
NA
NA
NA
NA

Included in Introduction of the Report
HCPF will provide
State Sets Rates
In Contract
In Contract

Encounter Data and Historical Rates
Data submitted by participating BHOs

Not included in managed care
Data submitted by participating BHOs
In Contract

The benefits have not changed for January 1, 2009 through June 30, 2009

The base rates accurately reflect the eligibility of the covered population
Paid Outside of the capitation
Mental Health rates are adjusted downward due to the inclusion of TPL cost data
There is no cost sharing for these services
Paid Outside of the capitation
Full cost of providing these services are included in the rate

Separate rates developed for children, adults and elderly

Elderly, Disabled, Adults, Children, and Foster Care
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Exhibits
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Exhibit 1:

Services Combined) - July 1, 2009 through December 31, 2009

Low and High Range Capitation Rates (State Plan and 1915(b)(3)

Metro - Access Behavioral Denver - BHO Capitation Rates
Capitation Rates and Rate Ranges

Metro - Access Behavioral Denver
Add-On Capitation Rates

Jul-Dec 09 Rate Lower Limit Upper Limit Substance Abuse | Early Intervention | Care Coordination
Elderly $18.30 $17.39 $19.22 $0.09 $0.13 $0.03
Disabled $160.83 $152.79 $168.87 $2.53 $1.23 $0.25
Adults $12.07 $11.47 $12.67 $1.30 $0.18 $0.04
Children $10.75 $10.22 $11.29 $0.16 $0.14 $0.03
Foster Care $199.07 $189.12 $209.02 $4.19 $2.30 $0.47

Metro East - Behavioral Health Inc. (BHI) - BHO Capitation Rates
Capitation Rates and Rate Ranges

Metro East - Behavioral Health Inc. (BHI)
Add-On Capitation Rates

Jul-Dec 09 Rate Lower Limit Upper Limit Substance Abuse | Early Intervention | Care Coordination
Elderly $9.09 $8.64 $9.55 $0.09 $0.13 $0.03
Disabled $127.96 $121.57 $134.36 $2.53 $1.23 $0.25
Adults $17.27 $16.41 $18.14 $1.30 $0.18 $0.04
Children $14.61 $13.88 $15.34 $0.16 $0.14 $0.03
Foster Care $277.50 $263.63 $291.38 $4.19 $2.30 $0.47

Metro West - Foothills Behavioral Health - BHO Capitation Rates
Capitation Rates and Rate Ranges

Metro West - Foothills Behavioral Health
Add-On Capitation Rates

Jul-Dec 09 Rate Lower Limit Upper Limit Substance Abuse | Early Intervention | Care Coordination
Elderly $14.63 $13.90 $15.36 $0.09 $0.13 $0.03
Disabled $156.21 $148.40 $164.02 $2.53 $1.23 $0.25
Adults $25.22 $23.96 $26.49 $1.30 $0.18 $0.04
Children $19.61 $18.63 $20.59 $0.16 $0.14 $0.03
Foster Care $229.28 $217.81 $240.74 $4.19 $2.30 $0.47

Northeast - Northeast Behavioral Health - BHO Capitation Rates
Capitation Rates and Rate Ranges

Northeast - Northeast Behavioral Health
Add-On Capitation Rates

Jul-Dec 09 Rate Lower Limit Upper Limit Substance Abuse | Early Intervention | Care Coordination
Elderly $7.96 $7.56 $8.36 $0.09 $0.13 $0.03
Disabled $102.57 $97.44 $107.70 $2.53 $1.23 $0.25
Adults $17.29 $16.42 $18.15 $1.30 $0.18 $0.04
Children $13.95 $13.25 $14.64 $0.16 $0.14 $0.03
Foster Care $199.33 $189.36 $209.29 $4.19 $2.30 $0.47

Western / Southern - Colorado Health Partnership - BHO Capitation Rates
Capitation Rates and Rate Ranges

Western / Southern - Colorado Health Partnership
Add-On Capitation Rates

Jul-Dec 09 Rate Lower Limit Upper Limit Substance Abuse Early Intervention | Care Coordination

Elderly $14.62 $13.89 $15.35 $0.09 $0.13 $0.03

Disabled $107.90 $102.50 $113.29 $2.53 $1.23 $0.25

Adults $20.59 $19.56 $21.62 $1.30 $0.18 $0.04

Children $15.05 $14.29 $15.80 $0.16 $0.14 $0.03

Foster Care $246.93 $234.58 $259.28 $4.19 $2.30 $0.47
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Exhibit 2: July 1, 2009 through December 31, 2009 Final Per Capita Cost Point Estimates

July 1, 2009 - Dec 31, 2009 Preliminary Rates with Unit Cost Trend By BHO, Including Admin: Blended Rate based on 35.0% Encounter Data and 65.0% Historical Rates

Elderly Disabled Adults Children Foster Care Total
Access Behavioral Care, Denver $18.30 $160.83 $12.07 $10.75 $199.07 $42.17
Behavioral Health Care, Inc $9.09 $127.96 $17.27 $14.61 $277.50 $37.73
Foothills Behavioral Health $14.63 $156.21 $25.22 $19.61 $229.28 $50.93
Northeast Behavioral Health $7.96 $102.57 $17.29 $13.95 $199.33 $34.01
Colorado Health Partnerships $14.62 $107.90 $20.59 $15.05 $246.93 $39.88
Total $13.48 $127.30 $18.73 $14.55 $237.10 $40.36
Substance Abuse Per Capita Cost
Elderly Disabled Adults Children Foster Care Total
Access Behavioral Care, Denver $0.09 $2.53 $1.30 $0.16 $4.19 $0.84
Behavioral Health Care, Inc $0.09 $2.53 $1.30 $0.16 $4.19 $0.77
Foothills Behavioral Health $0.09 $2.53 $1.30 $0.16 $4.19 $0.91
Northeast Behavioral Health $0.09 $2.53 $1.30 $0.16 $4.19 $0.85
Colorado Health Partnerships $0.09 $2.53 $1.30 $0.16 $4.19 $0.90
_Total $0.09 $2.53 $1.30 $0.16 $4.19 $0.85
Early Intervention Per Capita Cost
Elderly Disabled Adults Children Foster Care Total
Access Behavioral Care, Denver $0.13 $1.23 $0.18 $0.14 $2.30 $0.40
Behavioral Health Care, Inc $0.13 $1.23 $0.18 $0.14 $2.30 $0.35
Foothills Behavioral Health $0.13 $1.23 $0.18 $0.14 $2.30 $0.42
Northeast Behavioral Health $0.13 $1.23 $0.18 $0.14 $2.30 $0.39
Colorado Health Partnerships $0.13 $1.23 $0.18 $0.14 $2.30 $0.40
[Total $0.13 $1.23 $0.18 $0.14 $2.30 $0.39
Care Coordination Per Capita Cost
Elderly Disabled Adults Children Foster Care Total
Access Behavioral Care, Denver $0.03 $0.25 $0.04 $0.03 $0.47 $0.08
Behavioral Health Care, Inc $0.03 $0.25 $0.04 $0.03 $0.47 $0.07
Foothills Behavioral Health $0.03 $0.25 $0.04 $0.03 $0.47 $0.09
Northeast Behavioral Health $0.03 $0.25 $0.04 $0.03 $0.47 $0.08
Colorado Health Partnerships $0.03 $0.25 $0.04 $0.03 $0.47 $0.08
[Total $0.03 $0.25 $0.04 $0.03 $0.47 $0.08
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Exhibit 3: Historical Rates; Development of July 1, 2009 through December 31, 2009 Per Capita Costs

July 1, 2008 - December 31, 2008 BHO Capitation Rates

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $19.74 $158.37 $12.12 $11.22 $209.77
Behavioral Health Care, Inc $9.08 $126.29 $17.13 $14.52 $300.67
Foothills Behavioral Health $14.32 $145.24 $23.54 $19.58 $269.32
Northeast Behavioral Health $8.15 $85.35 $16.28 $12.27 $224.38
Colorado Health Partnerships $14.50 $95.44 $20.30 $15.34 $303.35

July 1, 2009 - December 31, 2009 Base Rates by BHO; Developed from July 1, 2008 - December 31, 2008 BHO Capitation Rates

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $20.43 $163.89 $12.55 $11.61 $217.09
Behavioral Health Care, Inc $9.40 $130.69 $17.73 $15.03 $311.16
Foothills Behavioral Health $14.82 $150.31 $24.36 $20.26 $278.71
Northeast Behavioral Health $8.44 $88.33 $16.85 $12.70 $232.20
Colorado Health Partnerships $15.00 $98.77 $21.01 $15.88 $313.93
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Exhibit 4: Encounter Data; Development of July 1, 2009 through December 31, 2009 Per Capita Costs

State Plan Services Only; Including Case Management

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $ 9251 % 9357]19% 8911% 7321% 139.88
Behavioral Health Care, Inc $ 5511% 6426 1% 11.23]1$%$ 9.691% 121.69
Foothills Behavioral Health $ 9.231% 7472 | $ 16521 % 13291 $ 101.43
Northeast Behavioral Health $ 3351% 65.30| $ 13.76 | $ 11.001 % 95.46
Colorado Health Partnerships $ 8.491% 58.31|$ 12.231% 9.3419% 91.03
State Plan Services Only, including CM; Adjusted for Unpriced Encounter Data

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $ 9.281% 93.81]|9% 8931% 7.331% 140.23
Behavioral Health Care, Inc $ 5571% 64901 % 11.341 % 9.791% 122.91
Foothills Behavioral Health $ 9.251% 74.85\| % 1655 $ 1331) % 101.60
Northeast Behavioral Health $ 3351 % 65.30 | $ 13.76 | $ 11.00| $ 95.46
Colorado Health Partnerships $ 856 ]% 58.78 | $ 12331 % 9.4119% 91.77
Non-State Plan Only

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $ 3.071% 39691]% 069]1% 055]1% 2.27
Behavioral Health Care, Inc $ 1401 % 3560]% 2101 % 1541 % 52.91
Foothills Behavioral Health $ 2561% 63.39 ]| $ 5631% 1.921% 12.08
Northeast Behavioral Health $ 2491% 41151 % 1.181 % 2421% 18.63
Colorado Health Partnerships $ 2911% 4418 | $ 4.021% 1.72]$ 9.24
PMPM from FY07 Encounter Data; Including All State and Non-State Plan Services

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $ 1235 % 13350 | $ 9621% 7891$% 142.50
Behavioral Health Care, Inc $ 6.9719% 100511 $ 1344 1% 11321 $ 175.82
Foothills Behavioral Health $ 11.811% 138.24 1 $ 22,181 % 15.231 % 113.68
Northeast Behavioral Health $ 5841% 106.45 | $ 1493 $ 13421 9% 114.09
Colorado Health Partnerships $ 11471 % 10296 | $ 16.35] % 11.13 | $ 101.02
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Exhibit 4 (cont): Encounter Data; Development of July 1, 2009 through December 31, 2009 Per Capita Costs

PMPM from FY07 Encounter Data; Excluding TPL Collections

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $ 11691 $ 126.36 | $ 9.11]1$% 7471% 134.88
Behavioral Health Care, Inc $ 6.941% 100.09] $ 13.381 % 11.281$ 175.10
Foothills Behavioral Health $ 11631 $ 136.15] $ 21.851% 15.001 $ 111.96
Northeast Behavioral Health $ 57719% 105.08] $ 1474 1% 13.241% 112.62
Colorado Health Partnerships $ 11.33]1 % 101691 % 16.15]1 % 11001 % 99.77
Encounter Base Rates By BHO; with Unit Cost Trend (from FYQ7 to July 1, 2009 - December 31, 2009)

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $ 12851 % 138861 $ 10011 % 8.201% 148.22
Behavioral Health Care, Inc $ 7631% 109.99 |1 $ 14701 $ 12391 3% 192.42
Foothills Behavioral Health $ 12781 $ 149611 % 240113% 16481 3% 123.03
Northeast Behavioral Health $ 6.3413% 115471 % 16.20]1 $ 14551 % 123.75
Colorado Health Partnerships $ 12451 $ 111.751 $ 17751 $ 12.08 | $ 109.64

Encounter Base Rates By BHO; with Unit Cost Trend (from FY07 to July 1, 2009 - December 31, 2009), Including 10.5% Admin

Elderly Disabled Adults Children Foster Care
Access Behavioral Care, Denver $ 14351 % 155.15] $ 11.191$% 9.1719% 165.61
Behavioral Health Care, Inc $ 85219% 122.90]1 $ 16.431$ 13.85]1 % 214.99
Foothills Behavioral Health $ 14.281$ 167.16 | $ 26.821% 18.411% 137.46
Northeast Behavioral Health $ 7.081% 129.01]1 % 18.101 % 16.26 | $ 138.27
Colorado Health Partnerships $ 1391 1% 12486 | $ 19.831 % 13501 $ 122.50
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Exhibit 5: Member Months by BHO

FY07 Member Month By BHO

Elderly Disabled Adults Children Foster Care Total
Access Behavioral Care, Denver 84,416 133,657 126,737 479,061 31,984 855,856
Behavioral Health Care, Inc 83,044 124,849 192,782 674,856 44,442 1,119,973
Foothills Behavioral Health 54,719 87,403 102,371 296,526 26,371 567,389
Northeast Behavioral Health 52,383 73,826 104,888 331,502 28,482 591,081
Colorado Health Partnerships 159,999 271,513 329,137 937,718 73,414 1,771,781
[TOTAL 434,560 691,248 855,915 2,719,664 204,693 4,906,080
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Exhibit 6:

Estimates; Split State versus 1915(b)(3) Services

July 1, 2009 through December 31, 2009 Per Capita Cost Point

Metro - Access Behavioral Denver - BHO Capitation Rates
Capitation Rates Breakdown By the State and Non State Plan

Jul-Dec 0Y State Plan Non State Plan Non State Plan

Total Rate State Plan Rate Percentage Rate Percentage
Elderly $18.30 $14.44 78.90% $3.86 21.10%
Disabled $160.83 $126.89 78.90% $33.94 21.10%
Adults $12.07 $9.52 78.90% $2.55 21.10%
Children $10.75 $8.49 78.90% $2.27 21.10%
Foster Care $199.07 $157.06 78.90% $42.01 21.10%

Metro East - Behavioral Health Inc. (BHI) - BHO Capitation Rates
Capitation Rates Breakdown By the State and Non State Plan

JuT-Dec 09 State pran Non oState Pran Non oState pran. |

Total Rate State Plan Rate Percentage Rate Percentage
Elderly $9.09 $6.64 73.00% $2.45 27.00%
Disabled $127.96 $93.42 73.00% $34.55 27.00%
Adults $17.27 $12.61 73.00% $4.66 27.00%
Children $14.61 $10.67 73.00% $3.95 27.00%
Foster Care $277.50 $202.58 73.00% $74.92 27.00%

Metro West - Foothills Behavioral Health - BHO Capitation Rates
Capitation Rates Breakdown By the State and Non State Plan

Jul-Dec 09 State plan Non otate rran Non otate Pran |

Total Rate State Plan Rate Percentage Rate Percentage
Elderly $14.63 $9.98 68.23% $4.65 3L.77%
Disabled $156.21 $106.58 68.23% $49.63 31.77%
Adults $25.22 $17.21 68.23% $8.01 31.77%
Children $19.61 $13.38 68.23% $6.23 31.77%
Foster Care $229.28 $156.43 68.23% $72.85 31.77%

Northeast - Northeast Behavioral Health - BHO Capitation Rates
Capitation Rates Breakdown By the State and Non State Plan

JuT-Dec 09 State pran Non oState Pran Non oState Pran. |

Total Rate State Plan Rate Percentage Rate Percentage
Elderly $7.96 $5.85 73.47% $2.11 26.53%
Disabled $102.57 $75.36 73.47% $27.21 26.53%
Adults $17.29 $12.70 73.47% $4.59 26.53%
Children $13.95 $10.25 73.47% $3.70 26.53%
Foster Care $199.33 $146.45 73.47% $52.88 26.53%

Western / Southern - Colorado Health Partnership - BHO Capitation Rates
Capitation Rates Breakdown By the State and Non State Plan

Jul-Dec 09 State Plan Non otate plan Non otate pran

Total Rate State Plan Rate Percentage Rate Percentage
Elderly $14.62 $10.16 69.51% $4.46 30.49%
Disabled $107.90 $75.01 69.51% $32.89 30.49%
Adults $20.59 $14.32 69.51% $6.28 30.49%
Children $15.05 $10.46 69.51% $4.59 30.49%
Foster Care $246.93 $171.65 69.51% $75.28 30.49%
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Exhibit 7: Development of the Percentage of State versus 1915(b)(3) Services

Percentage of State Plan vs.

Non State Plan Services; Based on FY 2007 Priced Encounter Data

State Plan Service

Non State Plan

Cost Service % Non State
For FY 07 % State Plan Cost For FYO07 Plan Total
Access Behavioral Care, Denver $22,395,911 78.90% $5,990,243 21.10% $28,386,154
Behavioral Health Care, Inc $22,591,775 73.00% $8,355,043 27.00% $30,946,819
Foothills Behavioral Health $15,341,627 68.23% $7,144,159 31.77% $22,485,786
Northeast Behavioral Health $12,804,808 73.47% $4,623,221 26.53% $17,428,029
Colorado Health Partnerships $36,655,382 69.51% $16,074,994 30.49% $52,730,376
Total $109,789,504 72.24% $42,187,659 27.76% $151,977,164
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Exhibit 8: Unit Cost Trend Development

MH Cost Trend Analysis

CMHC | FYo2 | FYyo3 | Fyo4 | FYos | Fyoe [ FYo7 | FYO08 Trend Weight
Unit Cost 75.09  79.03  91.57 92.51 92.78 99.99
Rate Change 5.26% 15.86%  1.02%  0.30%  7.77% 3.97% 85.9%
Pueblo+FortLogan | Fyo2 | FYo3 | Fyosa [ Fyos | Fyoe | FYo7 | Fyos
Cost 79437 820.58  788.07  807.29
Rate Change 3.30% -3.96%  2.44% 0.00% 4.3%
Hospital Per Diem | Fyo2 | FYyo3 | Fyo4a [ Fyos | Fyoe | Fyoz [ Fyos
Cost 957.67 1028.33 1038.61 1043.46
Rate Change 7.38%  1.00%  0.47% 0.73% 8.6%
Other Providers | Fyo2 | FYo3 | FYo4 | FYos | Fyoe [ FYo7 | Fyos
Ave. Rate 3460  34.60 3460  35.16 36.32 36.32
Rate Change 0.0% 0.0% 1.6% 3.3% 0.0% 1.64% 1.3%
Weighted
Aveage
Annual Increase 3.49%
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Colorado Access

August 10, 2009

Ms. Marceil Case
Department of Health Care Policy and Financing
1570 Grant Street
Denver CO 80203

Dear Ms. Case:

As required by 25.5-5-404(k), C.R.S., Colorado Access hereby certifies that the
Company is in Hazardous Financial Condition as of June 30, 2009 as defined by criteria
established by the State’s Division of Insurance and as promulgated in DOI Regulation 3-
1-7. However, Colorado Access certifies that the capitation payments set forth in the
contract between the Company and the Colorado Department of Health Care Policy and
Financing for the Denver County Behavioral Health region for the period July 1, 2009
through August 31, 2009 are sufficient to ensure the financial stability of the Company
with respect to the delivery of services to Medicaid recipients as specified under the
aforementioned contract.

Sincesgly, \_

Philip Reed
CFO

10065 East Harvard Avenue Suite 600 Denver, Colorado 80231-5963
Phone: 720.744.5100 1.800.511.5010 Web: www.coaccess.com



Colorado Access

August 21, 2009

Ms. Marceil Case
Department of Health Care Policy and Financing
1570 Grant Street
Denver CO 80203

Dear Ms. Case:

As required by 25.5-5-404(k), C.R.S., Colorado Access hereby certifies that the
Company is in Hazardous Financial Condition as of July 31, 2009 as defined by criteria
established by the State’s Division of Insurance and as promulgated in DOI Regulation 3-
1-7. However, Colorado Access certifies that the capitation payments set forth in the
contract between the Company and the Colorado Department of Health Care Policy and
Financing for the Denver County Behavioral Health region for the period September 1,
2009 through December 31, 2009 are sufficient to ensure the financial stability of the
Company with respect to the delivery of services to Medicaid recipients as specified
under the aforementioned contract.

Philip Reed
CFO

10065 East Harvard Avenue Suite 600 Denver, Colorado 80231-5963
Phone: 720.744.5100 1.800.511.5010 Weab: www.coaccess.com



Behavioral
HEALTHCARE

August 7, 2009

Colorado Department of Health Care Policy and Financing
1570 Grant Street
Denver, CO 802032-1818

To Whom It May Concern:

Pursuant to 25.5-5-404(k), C.R.S., Behavioral Healthcare, Inc. (BHI) certifies that the proposed rate for
the period July 2009 — August 2009 are sufficient to assure the financial stability of Behavioral
Healthcare, Inc. with respect to delivery of services to the Medicaid members covered in the contract.

Sincerely,

ety

Julie E. Holtz, MS
Chief Executive Officer
Behavioral Healthcare, Inc.,



HEALTH NETWORKS

Colorado Health Partnerships, LLC
Pikes Peak ¢ SyCare ¢ West Slope Casa ¢ ValueOptions

August 4, 2009

Colorado Department of Healthcare Policy and Financing

1570 Grant Street

Denver, Colorado 80203-1818

To Whom It May Concern:

Pursuant to 25.5-5-404 (k), C.R.S., Colorado Health Partnerships, LLC certifies that the proposed rates for
the period July 1, 2009-August 31, 2009 are sufficient to assure the financial stability of Colorado Health
Partnerships, LLC with respect to delivery of servicesto the Medicaid recipients covered in the contract.

Respectfully,

jgfua e Cro uf?,

TinaMcCrory, MBA
Chief Financial Officer, Colorado Health Partnerships LLC
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August 4, 2009

Colorado Department of Healthcare Policy and Financing
1570 Grant Street
Denver, Colorado 80203-1818

To Whom It May Concern:

Pursuant to 25.5-5-404 (k), C.R.S., Foothills Behavioral Health, LLC certifies that the
proposed rates for the period January 1, 2009-June 30, 2009 are sufficient to assure the
financial stability of Foothills Behavioral Health, LLC with respect to delivery of

services to the Medicaid recipients covered in the contract.

Respectfully,

Donald Rohner, CEO
Foothills Behavioral Health, LLC

9101 Harlan Street, # 100, Westminster, CO 80031
www.fbhcolorado.org




Nor‘thcast Behavxoral Hcalth Far'l:nershlp, LLC
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June 5, 2009

Mr. Jed Ziegenhagen

Rates Section Manager

Department of Health Care Policy and Financing
1570 Grant Street

Denver, CO 80203

RE: JANUARY 1, 2009 - DECEMBER 31, 2009 CAPITATION RATE CERTIFICATION
ADDENDUM FOR EFFECTIVE DATE JULY 1, 2009 - DECEMBER 31, 2009

Dear Jed:

The State of Colorado Department of Health Care Policy and Financing (Department) has
developed Medicaid managed care capitation rates for Calendar Year 2009 (CY 09), or the
period January 1, 2009 through December 31, 2009. The Department contracted with The Lewin
Group (Lewin) to review the proposed capitation rates and their development, and to certify
that they are actuarially sound for the purpose of seeking rate approval by the Centers for
Medicare and Medicaid Services (CMS) under 42 CFR 438.6(c). Certification of these capitation
rates by Lewin will also fulfill all applicable state statutes.

This letter is an addendum to our original certification document of February 4, 2009. Effective
July 1, 2009, HCPF will implement a number of budget reductions. Thus, this addendum is
being provided to certify that the public policy updated capitation rates, effect July 1, 2009 -
December 31, 2009, are actuarially sound for the purposes of seeking rate approval by CMS.

FORECAST OF CY 09 EXPERIENCE
Prospective Policy Changes Effective July 1, 2009

Policy change adjustments are made to account for budget actions through statutory changes by
the General Assembly of the State of Colorado. A number of new public policy changes will
take effect on July 1, 2009. These changes are shown in the FY 09-10 column in the table below.
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The following table shows public policy adjustments:

Service Category FY 03-04 | FY 04-05 | FY 05-06 | FY 06-07 | FY 07-08 | FY 08-09 | FY 09-10
DME -1.08% -0.87% 2.00% 3.25% 0.83% 0.71% -2.00%
Drugs -0.94% -0.52% -0.03% 0.00% 0.00% -0.99% -2.16%
Emergency Transport 0.00% 0.00% 0.00% 0.00% 7.58% 0.00% -2.00%
EPSDT 0.00% 0.00% 2.00% 3.25% 0.00% 0.00% -2.00%
Family Planning 0.00% 0.00% 0.00% 0.00% 17.84% 0.00% 0.00%
FOQHC & Rural Health -6.61% 4.76% 0.00% 0.00% 0.00% 0.00% 0.00%
Home Health 0.00% 0.00% 12.49% 7.00% 0.00% 1.5% -2.34%
Inpatient Hospital -0.14% -1.00% 5.19% 3.25% 1.46% 1.5% -2.39%
Lab/X-Ray -4.40% 0.00% 0.00% 3.25% 0.00% 10.37% -2.00%
Outpatient Hospital 0.00% 0.00% 2.00% 0.00% 0.93% 0.00% -2.00%
Physician 0.00% 1.10% 2.00% 3.25% 3.78% 7.2% -4.54%
Physician (Children) 0.00% 1.10% 2.00% 3.25% 3.78% 11.72% -4.54%
Notes:

1) The FY 05-06 Home Health adjustment consists of two parts: a 2.00% increase effective at the beginning of the
fiscal year, and a 10.28% increase effective Apr. 1, 2006.

2) The FY 05-06 Inpatient Hospital adjustment consists of two parts: a 4.15% increase effective at the beginning
of the fiscal year, and a 1.00% increase effective Apr. 1, 2006.

3) The FY 05-06 DME adjustment is effective Apr. 1, 2006.

4) The FY 06-07 Home Health adjustment is effective Apr. 1, 2007.

5) The FY 08-09 Physician (Children) Adjustment is due to legislation to expand Medical Homes services for
children. This is applicable only to Eligible Children and Foster Care categories.

6) The FY 08 - 09 Drugs adjustment had been set at -0.75% when rates were set for the first half of FY 08 - 09,
and the adjustment was refined to reflect the staggered implementation of the preferred drug list -0.99% for
the CY 09 rate setting.

RATE CERTIFICATION

The Department has developed, and Lewin has reviewed, CY09 Medicaid managed care
capitation rates, modified for public policy adjustments effective July 1, 2009. Lewin further,
and separately, developed Medicaid managed care rate ranges for CY09 rates, effective July 1,
2009, as required by the BBA. For Denver Health and Hospital Authority and Colorado Access,
the attached exhibits summarize the updated CY09 State capitation rates and the updated CY09
Lewin rate ranges, by defined rate cell per defined geographic region. To note, health based risk
adjustment and durational factors underlying the capitation rates, rate ranges, and final rate
ranges shown in the exhibit below are specific to the MCO identified in the page header.

Lewin developed rate ranges based on data supplied by the Department. Lewin has not audited
the data and changes to the data could affect the resulting rates, perhaps even materially.
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Further, use of these rate ranges for purposes beyond those required by the BBA and Colorado
Revised Statute may not be appropriate.

Lewin certifies that the above described public policy updated rate ranges were developed in
accordance with generally accepted actuarial practices and principles by actuaries meeting the
qualification standards of the American Academy of Actuaries for the populations and services
covered under the managed care contract. Rates developed by the Department, as reviewed by
Lewin, and rate ranges and trending rates developed by Lewin are actuarial projections of
future contingent events. Actual MCO costs will differ from these projections. Lewin has
developed these rate ranges on behalf of the State of Colorado to demonstrate compliance with
the CMS requirements under 42 CFR 438.6(c) and certifies that they are in accordance with
Colorado Revised Statute (C.R.S.) Section 25.5-5-408 and other applicable laws and regulations.
MCOs are advised that the use of these rates and/or rate ranges may not be appropriate for
their particular circumstance, and Lewin disclaims any responsibility for the use of these rate
ranges by MCOs for any purpose. Lewin recommends that any MCO considering contracting
with the State of Colorado should analyze its own projected medical expense, administrative
expense, and any other premium needs for comparison to these rate ranges before deciding
whether to contract with the State. Use of these rate ranges for any purpose beyond that stated
may not be appropriate. Furthermore, as outlined in C.R.S. Section 25.5-5-404 , each MCO must
certify the following: first, per C.R.S. Section 25.5-5-404(k) "the MCO shall certify...that the
capitation payments set forth in the contract...are sufficient to assure the financial stability of the
MCO;" second, per C.R.S. Section 25.5-5-404(1) "the MCO shall certify, through a qualified
actuary retained by the MCO, that the capitation payments set forth in the contract...comply
with all applicable federal and state requirements."

If you have any questions regarding this letter, please contact Tom Carlson at 703-622-4530.

Sincerely,

{ v{j{({v/:?‘/ / (€L A\ AAA__

Thomas Carlson, FSA, MAAA
TPC:mje

Attachment



Thé /_\
LEwINGRrOUP

Mr. Jed Ziegenhagen
June 5, 2009
Page 4 of 5

RATES EXHIBIT

State of Colorado Department of Health Care Policy and Financing
July 1, 2009 - December 31, 2009 PMPM HMO Capitation Rates

Colorado Access

Metro
HCPF FY09
100% Base
Rate Rate Min Rate Max Final Rate
CHILD-U $1,201.55 $1,058.22 $1,271.96 $1,201.55
OAP-A
Non-Institutional/MK Only $212.39 $187.77 $233.87 $212.39
Non-Institutional/TPL $212.39 $187.77 $233.87 $212.39
Institutional/MK Only $199.17 $160.71 $213.22 $199.17
Institutional/TPL $199.17 $160.71 $213.22 $199.17
OAP-B,AND/AB
Non-Institutional/MK Only $802.82 $721.77 $882.93 $802.82
Non-Institutional/TPL $149.01 $141.88 $174.76 $149.01
Institutional/MK Only $1,785.62 $1,566.31 $1,924.28 $1,785.62
Institutional/TPL $141.43 $128.09 $158.11 $141.43
HCPF FY09
100% Base
Rate Rate Min Rate Max Final Rate
Delivery $4,927.32 $4,680.96 $5,027.88 $4,927.32
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State of Colorado Department of Health Care Policy and Financing
Calendar Year 2009 PMPM HMO Capitation Rates

Denver Health

Metro
HCPF FY09
100% Base
Rate Rate Min RateMax Final Rate
AFDC-A F (RA CMI) $257.03 $245.91 $298.07 $257.03
AFDC-A M (RA CMI) $205.13 $186.83 $224.48 $205.13
BCKC-A $285.96 $273.06 $333.18 $285.96
CHILD-C (RA CMI) $77.27 $74.35 $87.60 $77.27
CHILD-U $213.15 $197.10 $233.74 $213.15
FC $251.41 $229.42 $276.92 $251.41
OAP-A
Non-Institutional/ MK Only $213.03 $188.33 $234.58 $213.03
Non-Institutional/TPL $213.03 $188.33 $234.58 $213.03
Institutional/MK Only $223.84 $180.62 $239.63 $223.84
Institutional/TPL $223.84 $180.62 $239.63 $223.84
OAP-B,AND/AB
Non-Institutional MK Only $702.97 $624.88 $770.35 $702.97
Non-Institutional/TPL $159.35 $148.53 $184.52 $159.35
Institutional/MK Only $1,76245 $1,546.32 $1,901.24 $1,762.45
Institutional/TPL $172.48 $155.46 $192.58 $172.48
HCPF FY09
100% Base
Rate Rate Min Rate Max Final Rate
Delivery $4,927.32 $4,680.96 $5,027.88 $4,927.32




Colorado Access

June 3, 2009

Mr. Jed Ziegenhagen

Department of Health Care Policy and Financing
1570 Grant Street

Denver CO 80203

Dear Mr. Ziegenhagen:

As required by 25.5-5-404(k), C.R.S., Colorado Access certifies that the Company is
financially stable in accordance with criteria established by the State’s Division of
Insurance. Further, Colorado Access certifies that the capitation payments set forth in the
contract between the Company and the Colorado Department of Health Care Policy and
Financing for the Colorado Regional Integrated Care Collaborative for Denver County
for the period April 1, 2009 through December 31, 2009 are sufficient to not materially
compromise the financial stability of the Company with respect to the delivery of
services to Medicaid recipients as specified under the aforementioned contract.

10065 East Harvard Avenue Suite 600 Denver, Colorado 80231-5963
Phone: 720.744.5100 1.800.511.5010 Web: www.couccess.com



June 5, 2009

Mr. Phil Reed

Chief Financial Officer Confidential
Colorado Access

10065 E. Harvard Ave., Suite 600

Denver, CO 80231

Dear Phil:

Enclosed is our certification of the Proposed Medicaid Capitation Rates for the Colorado
Regional Integrated Care Collaborative (“CO-RICC") in the Metro area, adjusted for FY 2010
public policy adjustments.

This certification has been prepared for the sole purpose of presenting it to Colorado Access as
required by CRS 25.5-5-404 (1)(1). It therefore may not be appropriate for other purposes.

B S

Brian Corrigan
Fellow, Society of Actuaries
Member, American Academy of Actuaries



COLORADO ACCESS
ACTUARIAL CERTIFICATION OF RATES

1, Brian Corrigan, a member of the American Academy of Actuaries, have been retained by
Colorado Access to issue this certification. | meet the Academy qualification standards for
making the certification and am familiar with the Colorado statues related to the preparation of
Colorado Medicaid MCO capitation rates.

Attachment A to this opinion shows the rates being proposed by Colorado Access for July-
December 2009. C.R.S. 25.5-5-404(1)(1), requires that a qualified actuary retained by the MCO
certify that the capitation payments set forth in the contract between the MCO and the state
department complies with all applicable federal and state requirements that govern said
capitation payments. To this end | have:

—~ Reviewed the CMS requirements contained in 42 CFR 438.6(c)

— Reviewed Colorado Revised Statute 25.5-5-408(9) that prohibits the state from
paying MCOs more than 100% of the Fee For Service Equivalent

—~ Reviewed the rate setting documents that were given to me by the Colorado
Department of Health Care Public Financing

— Relied on the state and its actuaries for certain data and assumptions

| certify that the proposed rates are in compliance with the above listed federal and state
requirements. | am unaware of any other applicable federal or state requirements governing the
proposed capitation payments.

SN

Brian Corrigan
Fellow, Society of Actuaries
Member, American Academy of Actuaries

June 5, 2009

Lot FaesiFootnom RepomsF Y D5-10Uuly 1 Colorade Acvese Actuanat Certdoo



Attachment

Attachment A
Eligibility Category July-Dec. 2009
Capitation Rates
Child — U — Metro $1,201.55
OAP-A — Metro — Non-Institutional $ 212.39
OAP-A - Metro — Institutional $ 199.17
OAP-B,AND/AB — Metro — Non-Institutional Medicaid Only $ 802.82
OAP-B,AND/AB — Metro — Non-Institutional TPL $ 149.01
OAP-B,AND/AB — Metro - Institutional Medicaid Only $1,785.62
OAP-B,AND/AB ~ Metro — Institutional TPL $ 14143
Delivery — Metro $4,927.32

SxBudget FlenPootnote ReporteY 05-10Uuly 1 Colorads Anoess Actusiial Cert o



Colorado Access

August 10, 2009

Mr. Rick Dawson
Department of Health Care Policy and Financing
1570 Grant Street
Denver CO 80203

Dear Mr. Dawson:

As required by 25.5-5-404(k), C.R.S., Colorado Access hereby certifies that the
Company is in Hazardous Financial Condition as of June 30, 2009 as defined by criteria
established by the State’s Division of Insurance and as promulgated in DOI Regulation 3-
1-7. This condition is partially a result of the Company’s need to record a Premium
Deficiency Reserve at June 30, 2009 in accordance with Division of Insurance
Regulation 3-1-15 directly related to the contract between the Company and the Colorado
Department of Health Care Policy and Financing for the Colorado Regional Integrated
Care Collaborative for the contract period July 1, 2009 through December 31, 2009. By
definition, this indicates that the Company has determined that the premium rates paid
under the contract are inadequate with respect to the delivery of healthcare services to
Medicaid recipients as specified under the aforementioned contract and the direct
administration necessary for the delivery of those services.

Colorado Access is preparing a Capital and Surplus Recovery Plan for submission to the
Division of Insurance for the operations of the Company between the July 1, 2009 and
December 31, 2009. This plan is a Company-wide plan and does include profitable lines
of business offsetting unprofitable lines of business. It is currently projected that the
financial performance of the Company during the aforementioned period will be adequate
to remove the Hazardous Financial Condition designation.

Philip Reed
CFO

10065 East Harvard Avenue Suite 600 Denver, Colorado 80231-5963
Phone: 720.744.5100 1.800.511.5010 Web: www.coaccess.com
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June 16, 2009

Joan Henneberry

Executive Director

Colorado Department of Health Care Policy and Financing
1570 Grant Street

Denver, CO 80203-1818

RE: Certification Amendment
Dear Ms. Henneberry:

Denver Health is submitting the proposed capitation rates (Attachment A) and an
actuarial certification from Milliman, Inc., dated June 15, 2009. The actuarial
certification is submitted pursuant to C.R.S. 25.5-5-404(k.1) to the Colorado Department
of Health Care Policy and Financing for consideration. If approved, these rates are
anticipated to be in effect for the period July 1, 2009 through December 31, 2009.

Pursuant to C.R.S. 25.5-5-404(k), Denver Health certifies that the proposed rates are
sufficient to assure the financial stability of Denver Health with respect to delivery of
services to the Medicaid recipients covered in the contract.

Should you require any additional information regarding Denver Health’s certification,
please contact me at (303) 436-6611 or email me at Patricia. Gabow(@dhha.org.

Sincerely,

e

\ M;sééifuw &jwwﬁ@@
Patricia A. Gabow, M.D.,

Chief Executive {}ﬁ;gg?

Denver Health & Hospital Authority

Enclosure




Denver Health and Hospital Authority
Actuarial Certification of Rates

I, Jonathan L. Shreve, a member of the American Academy of Actuaries, am associated with the firm of
Milliman, Inc., which has been retained by Denver Health and Hospital Authority (DHHA) to issue this
certification. | meet the Academy qualification standards for making the certification and am familiar with
the Colorado statues related to the preparation of Colorado Medicaid MCO capitation rates.

Attachment A o this opinion shows the rates being proposed by DHHA for the period for July 1, 2009 o
December 31, 2009. Pursuant to C.R.S. 25.5-5-404(1)(1), | certify that the proposed capitation rates in
Attachment A comply with all applicable federal and state requirements that govern said capitation
payments.

The proposed capitation rates in Attachment A comply with C.R.S. 25.5-5-408(9) and HB 1346 in that
they do not exceed 100% of the direct health care cost of providing these same services on an actuarially
equivalent Colorado Medicaid population group consisting of unassigned recipients and recipients in the
primary physician program provided in C.R.S. Section 25.5-5-407, and because of a downward bias in
the selection of trends, they are likely to be lower than 100% The rates were developed using data for
the FYO3-FYO5 (July 2002 — June 2005) as the base period, to develop rates for an effective period of
CY09 (January 1, 2009 — December 31, 2009). The rates effective July 1, 2009 ~ December 31, 2009
inciude an updated adjustment for public policy changes effective July 1, 2009. | am unaware of any
other applicable state requirements governing the proposed capitation payments.

In my opinion, the applicable parts of the federal requirements governing capitation payments are those
included in the CMS Rate Setting Checklist. This checklist includes requirements that the state must
follow and then document for CMS. Based on information provided to us by the State of Colorado
Department of Health Care Policy and Financing (HCPF), they have followed these requirements. | have
relied upon HCPF's assertion that they have also provided this applicable information to CMS.

In forming my opinion on the proposed capitation rates referenced above, | relied upon documents
prepared by HCPF. The rate development relied on trend assumptions developed by Lewin & Associates,
which | reviewed without access to the methods used.

This certification does not express an opinion as to the items related to C.R.S. 25.5-5-404( (k) and for
which DHHA is to provide certain certifications separate from this actuarial certification.

Milliman, Inc.

Consulting Actuary 1099 Eighteenth Street, Suite 3100
Denver, CO 80202-1931

June 15 2000 Phone: (303) 672-3080

Altachment



Eligibility Category

July 1, 2009 —
December 31, 2009
Capitation Rate

AFDC -A-F - Metro $ 257.03
PN A — X
BCKC-A- ﬁ.éet%“o 5 28596
Child - C - Metro $ 7727
Child - U - Metro $ 21315
K;’Ff}steréa’z‘e Metro $ 251, 4? -
OAP-A - %‘xz’iefm Nop nsi%umnai - $ 21303
OAP-A - Metro -Institutional $ 22384
OAP-| BAND;‘AB - Metro - Non- ﬂstmtgana Med Cad Only 3 702.97 '
'OAP-B,AND/AB - Metro - Non-Institutional TPL $ 159.35
OAP-B,AND/AB - Metro -Institutional Medicaid Only 8176245
f’GA? B.AND/AB - Metro -Institutional TPL $ 17248
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