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The Division of Insurance (“Division”) distributes this guidance to identify a process of
review that the Division would consider acceptable during the first year of the transition to full
implementation of the Risk-Bearing Provider Organization (“RBPQO”) certification process in lieu of
the submission by RBPOs of formal actuarial certifications pursuant to the requirements set forth in
Massachusetts General Laws Chapter 176T and 211 CMR 155.06(2) and 155.07. For applications
for Risk Certificates that are effective beginning March 1, 2015, the Division will consider it
acceptable if a professional that is independent from the RBPO — an actuary or other financial
professional — follows the review process described in this guidance.

This acceptance by the Division of such reviews in lieu of actuarial certifications will only
be applicable to those RBPOs seeking Risk Certificates for the term March 1, 2015 through
February 29, 2016. Beginning with applications for Risk Certificates with terms beginning
March 1, 2016 and thereafter, only an actuarial certification conducted in compliance with Chapter
176T and 211 CMR 155.07 will be acceptable to the Division from an RBPO seeking to obtain a
Risk Certificate.

When the review is completed, the financial professional should complete a statement
(“Review Statement”) that is substantially similar to the following:

“I have performed the analysis and reviewed the calculations identified by the
Massachusetts Division of Insurance (“Division”) in its Guidelines for Conducting
Independent Reviews of Risk-Bearing Provider Organizations, dated September 26, 2014
(“Guidelines™), in conjunction with the Application for Risk Certificates for the Term
Beginning March 1, 2015, and based upon this work, | have concluded that [RBPO’s
Name] has satisfied the review requirements set forth in the Division’s Guidelines for
applications for Risk Certificates effective beginning March 1, 2015.”



Guidelines for Conducting Independent Reviews of Risk-Bearing
Provider Organizations in Conjunction with the Application for Risk
Certificates for the Term Beginning March 1, 2015

Information for Reviewer to Collect from the RBPO to Conduct the Review

Step One

(1) (a) RBPO reports FY2014 budgeted member months covered under RBPO’s Fiscal Year
(“FY”) 2014 Alternate Payment Contracts with Downside Risk (“APC”) by APC.

(b) RBPO reports FY2014 budgeted amounts covered under RBPO’s FY2014 APCs, by
APC.

(c) RBPO calculates the FY2014 Per Member/Per Month (“PMPM”) APC budget
[(1b)/(1a)]

(2) (a) DOI supplies Projected Average PMPM Claims Cost for 2014 = $405.25"

(b) RBPO reports Relative Total Medical Expenses (“RTME”) for the RBPO using
RTME spreadsheet shown in the Appendix If the RBPO is not shown on the RTME
spreadsheet, use 1.00.

(c) RBPO reports the percentage of covered expenses that are subject to Downside Risk
(“DR”) if the APCs do not apply to 100% of the covered medical and prescription
drug services provided to persons covered under the APCs.

(d) RBPO calculates RBPQO’s Projected Average PMPM Claims Cost for 2014

[(2)()x(2)(b)x(2)(c)].
(e) RBPO calculates Projected PMPM Surplus or Loss for RBPO’s APCs compared to

Division Average [(1)(c) — (2)(d)]
(3) (a) RBPO reports RBPO risk share percentage by APC.
(b) RBPO calculates FY2014 Projected Net Surplus or Loss on APCs after Risk Share
PMPM by APC - not factoring in caps or stop loss in contract arrangements

[(2)(e)x(3)(a)].
(c) RBPO calculates FY2014 Projected Net Surplus or Loss on APCs after Risk Share

by APC [(3)(b)x(1)(a)].
(d) RBPO calculates total FY2014 Aggregate Net Surplus or Loss on APCs after Risk
Share across all APCs.

If FY2014 Aggregate Projected Net Surplus/Loss on APCs is positive, then the reviewer may
stop the review and issue the Review Statement.

(4) RBPO provides financial statements and highlights net working capital (current assets
less current liabilities) and/or resources available to obtain capital that could pay for
potential APC losses.

(5) RBPO identifies any parental guarantees that offer protection from potential APC losses.
If the reviewer finds it necessary, the RBPO provides financial statements of the parent
that highlight funds that could pay for potential APC losses. The reviewer will be
responsible for seeing that parental surplus funds are allocated among RBPOs with

APCs.

' Derived from information reported to the federal Center for Consumer Information and Insurance Oversight for 2012 annual rebate calculations for
fully insured commercial business. The calculated PMPM Claims Cost for 2012 was inflated at a 3.6% annual increase for 2013 and 2014 to
calculate the $405.25 amount. Please note that the reviewer may agree to use a different projected claims cost figure if the RBPO provides
adequate justification that explains the reasons to adjust the estimate.
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Compare FY2014 Aggregate Projected Net Loss on APCs after Risk Share (3)(d) to the
combination of RBPO’s (4) net working capital (current assets less current liabilities) and/or
resources available to obtain capital and (5) any allocated funds available from corporate parent
for those with parental guarantees [obtained from corporate parent’s financial statements (5)]. If
the combination of RBPO’s (4) and (5), is greater than FY2014 Aggregate Projected Net Loss
on APCs after Risk Share (3)(d), then the reviewer may stop the review and issue the Review
Statement.

Step Two

If FY2014 Aggregate Projected Loss on APCs after Risk Share (3)(d) is greater than the
combination of the RBPO’s (4) net working capital (current assets less current liabilities) and/or
resources available to obtain capital and any (5) allocated funds available from corporate parent
for those with parental guarantees [obtained from corporate parent’s financial statements], the
reviewer should collect the following information from the RBPO:

(6) Terms in APCs that limit DR, including any caps on losses and any stop-loss terms
within APCs that limit potential losses;

(7) Details about insurance coverage that may limit RBPO’s losses on APCs; and

(8) Any other protections that may mitigate RBPO losses on APCs.

The reviewer should examine the terms in the RBPO’s insurance coverage, or other protections
that limit FY2014 potential losses on APCs [(6) through (8)] and adjust the FY2014 Aggregate
Projected Loss on APCs after Risk Share (3d) to develop a Limited FY2014 Aggregate
Projected Loss on APCsafter Risk Share. If the combination of RBPO’s (4) and (5) is greater
than Limited FY2014 Aggregate Projected Loss on APCs after Risk Share, then the reviewer
may stop the review and issue the Review Statement.

Step Three

If the Limited Aggregate Projected Loss on APCs after Risk Share is greater than the RBPO’s
(4) net working capital (current assets less current liabilities) and/or resources available to
obtain capital and (5) any allocated funds available from corporate parent for those with
parental guarantees [obtained from corporate parent’s financial statements], the reviewer should
collect the following information from the RBPO:

(9) Management controls in place to monitor APCs, highlighting the following:
e Manager or department responsible to monitor utilization/claims for those
members who are covered under the terms of RBPO’s APCs;
e Type, frequency and content of management information associated with
RBPO’s APCs;
e Ability to track and measure claims incurred but not paid;
e Ability to track and manage large claims;
and
(10) Terms in APCs that permit the RBPO to terminate the APC in case of significant
levels of financial losses.
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The reviewer should review company management controls (9) and any terms that permit early
cancellation of APC contracts (10). If it is reviewer’s determination that the controls that are in

place and the relevant contract terms appear sufficient, then the reviewer may stop the review
and issue the Review Statement.

If there are any questions regarding this guidance, please consider contacting Kevin Beagan, Deputy
Commissioner, Health Care Access Bureau, at kevin.beagan@state.ma.us.

Dated: September 26, 2014
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Appendix to Guidelines for Conducting Independent Reviews of Risk-Bearing Provider Organizations in Conjunction with the
Application for Risk Certificates for the Term Beginning March 1, 2015: Relative Total Medical Expenses (“TME”) Spreadsheet

Year ) I
Insurance Category Commercial Full Claims -7
Parent orLPG Parent Physician Group T
Column Labels T
Blue Cross Blue Shield of Massachusetts
Row Labels
Accountable Care Associates, LLC 186,998
Acton Medical Associates BT
Atrius Health 825,764
Baycare Health Partners, Inc. 291,562
Beth Israel Deaconess PHO 405,269
Boston Medical Center Mgt Service 107,587
Bridgewater Goddard Park Medical Associates, Inc.
Central Massachusetts Independent Physician Assoc. (CMIPA)
Cooley Dickinson Physician Hospital Organization, Inc 0387
Lahey Clinic 185,63
Lowell General PHO 137414
MIT Medical (Physician Group) 9001
Mount Auburn Cambridge IPA 170,069
MWA PCDBA Riverbend Medical Group 81,055
New England Quality Care Alliance (NEQCA) 759,927
Northeast PHO (NEPHO) U199
Partners Community HealthCare, Inc. (PHO) 1,786,565
Physicians Of Cape Cod Inc
Reliant Medical Group 10,712
Signature Healthcare Brockton Hospital Physician Hospital Organization, Inc. B479
South Shore Physician Hospital Organization (SSPHO) B4
Steward Network Services, Inc. 75317
Sturdy Hospital Physicians (Physician Group)
UMass Memorial Health Care 501,629
Valley Medical Group, P.C.
Grand Total 118371

09
098
114
0%
097
0%

090
097
1.06
1.06
124
0
105
1.04
109

087
1.06
106
102
09

001

*United Healthcare Insurance Company was excluded due to what appeared to be unreasonably low reported TME for Atrius.

Dated: 9/26/2014

Fallon Health and Life Assurance Company
" Sum of Member Months Sum of Relative TME Sum of Member Months

56,275

418363 087 1,103,907
8,725 103 37533

415,408

14873

53,617

46,755 097 60,210

wm
6,764

138,808

545,406
107,09
1171189
46,90

179,708
54531
57,945
176409 11 6,151

125, 39 51291%

Harvard Pilgrim Health Care
Sum of Relative TME Sum of Member Months Sum of Relative TME Sum of Member Months - Sum of Relative TME Sum of Member Months Sum of Relative TME

103
09
0%
12
088
091
098

101
09

100
09
102

106
126

1817

Health New England, Inc.

631,628

124855

9,841
852,34

Tufts Health Plan

384,443
097 7,13
17,338
47675

31,50
109

68737

47,605

9,023

IEAMA
82,966
710,254

8,000
281,166
3,677
175,385
100
306 257,19

097
089
097
08

088

098
107
112

108
100
105
100

149

186,998
1939
132411
1,116,587
993,015
303,997
53,617
144215
ATy
402,587
51,803
90,021
40390
81,05
1,578,454
831,997
3,668,008
46,90
m
93,479
504932
1,601,855
94,62
1,099,574
95,841
16,463,282

Member-Weighted
Total Sum of Member Months Average

0925
1002

0962
1033
0902
0907

1007
09%
1003
105
1108
0.769
1002
1042
1083
1258
0866
1065
1.062
1011
101
0982



