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Reporting Requirements:

Session Law 2018-5; Senate Bill 99, SECTION 11F.10.(b) Part 2 of Article 4 of Chapter 122C of the General
Statutes is amended by adding a new section to read:

"§ 122C-125.2. LME/MCO solvency ranges; formula; corrective action plan.

(a) Beginning on September 1, 2018, the Department shall calculate on a quarterly basis a solvency range for
each LME/MCO as a sum of the following figures to produce upper and lower range values:

(1) Incurred but not reported claims figure. — The incurred but not reported claims figure shall be

calculated by multiplying an LME/MCQO's service spending for the preceding 12 months by six and
eight-tenths percent (6.8%). If an LME/MCO experiences extenuating circumstances supported by
actuarial documentation, then the Department may utilize a percentage other than six and eight-tenths
(6.8%) for that LME/MCO.

(2) Net operating liabilities figure. — The net operating liabilities figure shall be calculated by subtracting

noncash current accounts receivable from the nonclaims current liabilities, as reported on the
LME/MCQO's most recent balance sheet. If the noncash accounts receivables are greater than the
nonclaim liabilities, then the value for the net operating liabilities figure is zero.

(3) Catastrophic or extraordinary events range. — The catastrophic or extraordinary events range shall be

calculated as the range between a lower figure and an upper figure. The lower figure shall be calculated
by multiplying an LME/MCQO's service expenditures from the preceding 12 months by four and
fifteen-hundredths percent (4.15%). The upper figure shall be calculated by multiplying an
LME/MCQO's service expenditures from the preceding 12 months by eight and three-tenths percent
(8.3%).

(4) Required intergovernmental transfers figure. — The required intergovernmental transfers figure is the

amount of funds needed by an LME/MCO to make any intergovernmental transfers required by law
over the subsequent 24 months.

(5) Projected operating loss figure. — The projected operating loss figure is the projected net loss for an
LME/MCO over the subsequent 24 months. In projecting the net loss for an LME/MCO, the
Department shall use the net loss of the LME/MCO in the preceding 12 months adjusted for any

changes in single-stream funding, intergovernmental transfers, or other factors known to the
Department that will impact the LME/MCQO's net loss over the subsequent 24 months. If a net profit
is projected for an LME/MCO, then this figure is zero.

(6) Reinvestment plan figure. — The reinvestment plan figure is the amount required for all qualifying

expenditures contained in an LME/MCO's reinvestment plans over the subsequent 36 months. To



qualify as an expenditure under this subdivision, the expenditure must be related to one of the
following:
a. An initiative that supports specific goals or health status outcomes of the State in relation to
the State's behavioral health needs.
b. An initiative that meets a State behavioral health need, as defined in law or by the Department.
c. Funding for infrastructure that supports the effective and efficient operation of the LME/MCO.
d. Funding for a facility within the LME/MCO catchment area that is necessary to meet to the
needs of the population served by the LME/MCO.
e. New or expanded initiatives and programmatic improvements to the State behavioral health
system.
f.  Working capital to be utilized to fund changes in rates, operations, or programs.
(b) Upon calculation of the solvency range for each LME/MCO required by subsection (a) of this section, the
Department shall compare the cash balance of each LME/MCO to its solvency range. For purposes of this
subsection, the cash balance shall consist of the total of the LME/MCO's cash and investment balances, including
its Medicaid Risk Reserve, as reported on the LME/MCO's most recent balance sheet. Upon comparison of an
LME/MCQO's cash balance to its solvency range, the Department shall take one of the following actions:

(1) If an LME/MCO's cash balance is five percent (5%) or more below the lower solvency range figure
or five percent (5%) or more above the upper solvency range figure, then the Department shall notify
the LME/MCO and the Fiscal Research Division of the General Assembly of the comparison results.
Within 30 days from providing notice to the LME/MCO, the Department shall develop, in
collaboration with the LME/MCO, a corrective action plan for the LME/MCO. The corrective action
plan must include specific actions, which may include changes to the LME/MCQO's reinvestment plan,
utilization management, and capitation or provider rates, to bring the LME/MCQ's cash balance within
the solvency range, as well as a time line for implementation of these actions.

(2) If an LME/MCQO's cash balance is neither five percent (5%) or more below the lower solvency range
figure nor five percent (5%) or more above the upper solvency range figure, then the Department shall
notify the LME/MCO and the Fiscal Research Division of the General Assembly of the LME/MCQO's
solvency range for the quarter and the Department's comparison of the LME/MCO's cash balance to

this solvency range. No further action shall be required.



Background:

The General Assembly has asserted that a viable State- and federally-funded behavioral health system is critical
to accomplishing the State's goals for behavioral health, meeting the needs of covered populations, and achieving
the desired outcomes detailed in the Department of Health and Human Services' (Department) Strategic Plan for
Improvement of Behavioral Health Services. To better assess the viability of the State's behavioral health system,
the General Assembly developed a method, outlined in G.S. 122C-125.2, designed to measure the financial
standing of local management entities/managed care organizations (LME/MCOs). This method utilizes standard
calculations of each LME/MCOQ?’s statutorily defined “cash balance” and “solvency range” to evaluate the
LME/MCQO’s financial position.

The General Assembly directed the Department to report quarterly on the statutory solvency calculation for each
LME/MCO, identifying which, if any, LME/MCOs have a cash balance that is 5% or more outside its solvency
range. Further, the General Assembly directed the Department to develop, in collaboration with an LME/MCO
that is 5% or more outside its solvency range, a Corrective Action Plan (CAP) for bringing the LME/MCO back
within the range.

The CAP provides an opportunity for the LME/MCO to document how it will address being outside the
solvency range. This CAP may include changes to the LME/MCO reinvestment plan, utilization management,
and/or capitation or provider rates, to bring the LME/MCO’s cash balance within solvency range. Each CAP
will include a timeline for implementation of the identified actions. The CAP Process is as follows:

1. The Department notifies the LME/MCO of non-compliance with the solvency standard.
2. The LME/MCO submits the proposed CAP to the Department within 30 days of receiving notice.

3. Either the Department accepts the CAP and the LME/MCO is placed on a quarterly review cycle or the
Department provides feedback to help the LME/MCO produce an acceptable CAP.

4. Once the CAP is approved, the Department reviews on a quarterly basis the LME/MCQ’s progress
toward implementing the CAP.

5. The Department sends a letter to the LME/MCO acknowledging completion of the CAP and closing the
review or the LME/MCO is placed on monthly monitoring until the CAP is resolved.

Executive Summary:

The results of the most recent solvency calculations indicate that the following six LME/MCQOs are outside the
allowable solvency range and are therefore required to submit a proposed CAP using a standard Department-
supplied template (see attached Appendix A).

LME/MCOs that are 5% or more below the lower solvency range figure:

e Trillium Health Resources

LME/MCOs that are 5% or more above the upper solvency range figure:
e Alliance Health

e Cardinal Innovations

e Partners Behavioral Health

e Sandhills Center
e Vaya Health



It is important to note that these quarterly calculations reflect the effects of supplemental COVID-19 funding,
utilization fluctuations, and other factors related to the pandemic. Due to the Public Health Emergency rates were
temporarily increased for COVID-19 related services to offset an anticipated surge in expenses. This expected
expense fluctuation led to the implementation of a risk corridor arrangement between each LME/MCO and the
Department. Under risk corridor arrangements, states and plans agree to share gains or losses (at percentages
specified in plan contracts) if aggregate spending falls above or below specified thresholds (two-sided risk
corridor). The Department will also continue to monitor the CAP submissions.

Calculations:

The results of each statutorily required calculation are presented in tables 1-7, which follow the brief description
section below. Unless noted, each calculation has been completed exactly as specified in the statutory reporting
requirement. Where the statute provides Department discretion, as in the projection of operating loss (#5), the
report describes the Department’s methodology.

As directed in subsection (a) of the reporting requirement, the upper and lower bounds of the solvency range for
each LME/MCO is calculated as the sum of the figures calculated in steps 1-6.

1) Incurred but not reported claims figure. (Table 1) — The incurred but not reported claims figure shall be
calculated by multiplying an LME/MCO's service spending for the preceding 12 months by six and eight-tenths
percent (6.8%). If an LME/MCO experiences extenuating circumstances supported by actuarial documentation,
then the Department may utilize a percentage other than six and eight-tenths (6.8%) for that LME/MCO.

(2) Net operating liabilities figure. (Table 2) — The net operating liabilities figure shall be calculated by
subtracting noncash current accounts receivable from the nonclaims current liabilities, as reported on the
LME/MCQO's most recent balance sheet. If the noncash accounts receivables are greater than the nonclaim
liabilities, then the value for the net operating liabilities figure is zero.

(3) Catastrophic or extraordinary events range. (Table 3) — The catastrophic or extraordinary events range
shall be calculated as the range between a lower figure and an upper figure. The lower figure shall be calculated
by multiplying an LME/MCO's service expenditures from the preceding 12 months by four and fifteen-hundredths
percent (4.15%). The upper figure shall be calculated by multiplying an LME/MCO's service expenditures from
the preceding 12 months by eight and three-tenths percent (8.3%).

(4) Required intergovernmental transfers figure. (Table 4) — The required intergovernmental transfers figure
is the amount of funds needed by an LME/MCO to make any intergovernmental transfers required by law over
the subsequent 24 months (note: the General Assembly specifies these amounts in session law).

(5) Projected operating loss figure. (Table 5) — The projected operating loss figure is the projected net loss for
an LME/MCO over the subsequent 24 months. In projecting the net loss for an LME/MCO, the Department shall
use the prior 12 months net loss of the LME/MCO adjusted for any changes in single-stream funding,
intergovernmental transfers, or other factors known to the Department that will impact the LME/MCQO's net loss
over the subsequent 24 months. If a net profit is projected for an LME/MCO, then this figure is zero.

Notes on Department Methodology for Projected Operating Loss: In the initial five quarterly legislative
solvency reports, the Department took a conservative approach to forecasting future LME/MCO expenditures by
assuming that, going forward, each LME/MCO would expend 100% of its projected Medicaid revenue, net of the
required risk reserve. This approach derived from an understanding that the Department funded each LME/MCO
with actuarially sound per member per month (PMPM) capitated rates developed and certified by contracted
professional actuaries, Mercer Government Human Services Consulting, and approved by the Centers for
Medicaid and Medicare Services (CMS) to support LME/MCO services for Medicaid beneficiaries for each given



funding period (typically a State fiscal year, but occasionally for portions of a year). Per federal Code of Federal
Regulations (CFR) 438.4, “Actuarially sound capitation rates are projected to provide for all reasonable,
appropriate, and attainable costs that are required under the terms of the contract and for the operation of
the MCO.” In other words, the funding provided for a given year should enable each LME/MCO to operate at
“preak even” (i.e., operate without a loss) going forward.!

Beginning with the January 15, 2020 report, in light of observed sustained LME/MCO expenditure trends, the
Department has shifted to using an LME/MCO-specific “expenditure adjustment factor” that provides more
insight into each entity’s projected future Medicaid expenditures. The factor, which is calculated from each
LME/MCQO’s financial statements, is a ratio of Medicaid expenditures to revenues for the 12 months immediately
preceding the quarter that is the subject of the legislative report. The factors for the LME/MCOs for this quarter’s
report are as follows:

0 Alliance Behavioral Healthcare — 94.30%
Cardinal Innovations — 94.79%
Eastpointe Human Services — 98.41%
Partners Behavioral Health — 98.22%
Sandhills Center — 99.16%

Trillium Health Resources — 102.31%
Vaya Health — 95.89%

O O O O O O

The percentage is applied to the projected revenue for the following year to forecast the projected operating
expense and resulting loss/profit. The Department notes that the actual operating loss in the subsequent 24
months is likely to vary, particularly in months 12-24, from this projection that is based on data from a point in
time. As noted elsewhere in this report, management choices and unforeseen circumstances affecting
membership and service intensity could lead actual LME/MCO financial performance, particularly in months
12-24, to vary significantly from the projection.

(6) Reinvestment plan figure. (Table 6) — The reinvestment plan figure is the amount required for all qualifying
expenditures contained in an LME/MCQO's reinvestment plans over the subsequent 36 months.

(b) Solvency Range. (Table 7) - Upon calculation of the solvency range for each LME/MCO required by
subsection (a) of this section, the Department shall compare the cash balance of each LME/MCO to its solvency
range. For purposes of this subsection, the cash balance shall consist of the total of the LME/MCQO's cash and
investment balances, including its Medicaid Risk Reserve, as reported on the LME/MCQ's most recent balance
sheet. Upon comparison of an LME/MCO's cash balance to its solvency range, the Department shall take one of
the following actions:

(1) If an LME/MCQO's cash balance is five percent (5%) or more below the lower solvency range
figure or five percent (5%) or more above the upper solvency range figure, then the Department shall
notify the LME/MCO and the Fiscal Research Division of the General Assembly of the comparison
results. Within 30 days from providing notice to the LME/MCO, the Department shall develop, in
collaboration with the LME/MCO, a corrective action plan for the LME/MCO. The corrective action plan
must include specific actions, which may include changes to the LME/MCOQO's reinvestment plan,

1 To the extent that management choices and/or unforeseen circumstances in a given year led to an LME/MCO operating at a loss (i.e.,
expending >98% of their Medicaid revenue), the entity would need to use fund balances or other funds (such as liquidated long-term
investments) to make up for the operating loss. Availability of such additional resources has varied over time and across LME/MCOs.
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utilization management, and capitation or provider rates, to bring the LME/MCO's cash balance within
the solvency range, as well as a timeline for implementation of these actions.

(2) If an LME/MCO's cash balance is neither five percent (5%) or more below the lower solvency
range figure nor five percent (5%) or more above the upper solvency range figure, then the
Department shall notify the LME/MCO and the Fiscal Research Division of the General Assembly of the
LME/MCQO's solvency range for the quarter and the Department's comparison of the LME/MCQ's cash
balance to this solvency range. No further action shall be required.



I
Incurred But Not Reported (IBNR)

LME/MCO's service spending for the preceding 12 months assuming a 6.80% average |[BNR

Medicaid Non-Medicaid Total
Alliance Behavioral Healthcare L 26676373 § 7,230,866 § 33,808 238
Cardinal Innovations 5 47261453 § 0450608 3 56712 061
Eastpointe Human Services 3 16,407 818 % 3127885 § 18,535,713
Partners Behavioral Health L 10236240 5 3780627 § 23,016 BE6
Sandhills Center 3 18056745 5 31843621 3 21.900 367
Trillium Health Resources 5 2r.reg Tl % 6383478 § 34172 260
Vaya Health g 20002204 S 540BOTD § 25,411 264

JOINT LEGISLATVE COMMITIEE 0N HEALTH ANDHLUMAN SERVICES fabla 1



N
Net Operating Liabilities
LME/MCO"s current Habilities excluding IBNR minus noncash current accounts receivable.

If the noncash accounts receivables are greater than the nonclaim liabilities in total, then this figure
BpPears as zero,

Medicaid Non-Medicaid Sum Total

Alliance Behavioral Healthcare
Cardinal Innovations
Eastpointe Human Services
Partiners Behavioral Health

4042158 § 13486185
(3,366,538) 5 3933 418 566G BAO 566 880
4019011 § 212,053 4,231 064 4 231,064

§ 17528343 §
5 5
s 5
10683598 $ 3178756 & 13862354 § 13862354
3 5
s 5
5 5

17,528 343

L T R T R

Sandhills Center 2100088 3 1,128 676 3 237 762 3,237 Tg2
Trillium Health Resources 3178870 5 3,635,949 6815819 6815819
Waya Health 2975010 § 1,878,211 4 B3 22 4 B53 221

JOINT LEGISLATIVE COMMITTEE DN HEALTH ANDHUMAN SERVICES Tahla 2
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I
Catastrophic Events Range

LME/MCO's service spending for the preceding 12 months multiplled by 4.15% and 8.30% 1o calculate an
upper and lower range respectively

Medicald MNan-Medicald Total
Alliance Behavioral Healthcare 4 15% EER Lower Figure £ 1618704 &8 44120954 § 20631 T48
8 30% EER Lower Figure £ 3243758E S5 BRE5008 5 41263407
Cardinal Innewvations 4 15% EER Lower Figure £ 288433868 3 S5TETESY 5 34611037
8.30% EER Lower Figure § GTGBGTTY § 116353 § 69222074
Eastpointe Human Services 4 15% EER Lower Figure ¥ WM3eRE 5 180B9AG 5 1 222560
B.30% EER Lower Figure $ 200271890 § 3B1TET2 § 23845061
Partners Behavioral Health 4 15% EER Lower Figure £ 1 TIaTed § 0 2307294 5 14047 058
8.30% EER Lower Figure £ 23479528 F 4614588 5§ 28004116
Sandhills Center 4.15% EER Lower Figure £ 1119825 § 2245740 5§ 13365665
8 3% EER Lower Figure 5§ 22039851 § 4601479 5§ 26731330
Trillium Health Resources 4 15% EER Lower Figure § 16959330 5§ 3806799 5 20855128
B 3% EER Lower Figure $ [1He6E0 3 TFO1589 § 41710258
Vaya Health 4 15% EER Lower Figure £ 12207282 § 33063 § 15504 345
8.30% EER Lower Figure £ 244145584 5 6602135 § 31016690

JOINT LEGISLATIVE COMMITTEE DN HEALTH ANDHUMAN SERVICES Tahla 3
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N
Intergovernmental Transfers

Funds needed by an LME/MCO to make any intergovernmental transfers required by law over the
subsequent 24 moenths

Medicald Mon-Medicald Total
Alllance Behavioral Healtheare 2018.2020 § 2894453 5 & 2064 453
2020-2021 & 289454 453 5 £ 2904 453
Cardinal Innovations 2019-2020 § 4032585 5 - § 4,032 586
2020-2021 § 4032588 5 - § 4032588
Eastpointe Human Services 2018-2020 5 17158 £ £ 1,701,156
2020-20021 & 1,701,156 § £ 1,701,156
FPartners Behavioral Health 2018-2020 & 1994860 5 £ 1,914,860
2020-2021 5 1994880 5 £ 1,914,860
Sandhills Center 2019-2020 & 197893 5 - 5 1,978939
2020-2021 § 1978938 5 - § 1978930
Trillium Health Resources 2019-2020 § 3115822 5 - 5§ 3119822
2020-2021 5 3119822 5 - § 3N9gE2
Vaya Health 2019-2020 § 2286401 5 - § 2286401
2020-2021 5 2286401 5 - §F 228640

JOMNT LEGISLATVE COMMITIEE 0N HEALTH ANDHLMAN SERVICES lable 4
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I
Projected Operating Loss

LME/MCO's net profit!{loss), adjusted to include any known changes including single stream funding
allocations and IGT payments for the subsequent 24 month pericd.

If a net profit is projected for an LME/MCO for gither funding stream or in total, then this figure will appear

as Zero.
Medicaid Hon-Medicaid Tatal
Alliance Behavioral Healthcare et Chperating Loss over prior 12 months: 5 - 5 - §
Met Operating Loss over subsequent 24 manths 5 - 5 - %
Cardinal Innovations Met Operating Loss over prior 12 manths & - ¥ - %
et Operating Loss over subseqguent 24 manths 5 - 5 - 8
Eastpointe Human Services het Crperating Loss over prior 12 months 5 - 3 (100,805) 5 {100,806)
het Operating Loss over subsequent 24 months 5 - 5 (201 8612) § (201 8612)
Partners Behavioral Health Met Operating Loss over prior 12 maonths 5 - 5 - %
MNet Operahng Loss over subsequent 24 manths g - % - %
Sandhills Center Wel Operating Loss over prior 12 months 3 - 3 - 3
Ml Ciperating Loss over subsequent 24 manths 5 - 5 - 5
Trillium Health Resources Het Operating Loss owver prior 12 months 5 (10,324 4065) 5 (9354 204) 5 (19,678.790)
Het Operating Loss over subsequent 24 months 5 (20640003 5 (18 TOASBE) 5 (20357 581)
Yaya Health Met Operatng Loss over prior 12 months S - (381 536) 3 (391 636)

[E

hlel Dperaling Loss over subsequent 24 months 5 - (TE3.073) % (TE3.073)

JOINT LEGISLATIVE COMMITTEE DN HEALTH ANDHUMAN SERVICES Tahla &
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e
Reinvestment Plan

Amount required for all expendilures over the next 3 years related to specific initiatives noted in the
LME/MCO's reinvestment plans

Projected &
Allance Behavioral Heslthosn =12 moniks 5 15,347 057
13-24 monihe 3 10,212,302
25-35 months S S00.000
-1 2E,055 355
Cardinal Innovalions 0-12 months $ 27,718, 160
13-24d months 5 B.831.215
Z5-36 monthe 3 5.7E1.215
[ &0, 330,620
Eastpointe Human Services 0-12 monihe 5 12,975,362
13-24 months 12,975 %82
Z8-36 montha 5 12 975 253
-] .'1El.ig5.l:|ﬂ-5
FPartners Behavioral Health 012 monihs S 11,7594 325
13-24 monthe 5 B.87T5.7T7T5
25-30 months _ 5 5278501
5 26,948 5032
Sandhills Cenber 0-12 monthe 15,600 029
13-24 moniha 5 22,223 114
#5-36 monthe 5 14 160681
5 52,073 k24
Trillkurm Haalth Resourcas 012 monthge 5 10,50&, DDg
13-24 monihs 5 13, 736,000
2%.35 months & 13,816,000
-] 38,058 DOO
Vaya Hoalth 0-12 monihs 5 1,408 D)
13-24 monihs 5 4,705, 000
Z5-36 months 4 360 000
5 10,490,000

JOPST LECASLATIVE COMM ITTEE 0N HEALTH AND HLIMAN SERVICES Tahlo &
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I
Solvency Measures Summary

Comparison of an LME/MCO's cash balance to its solvency range; if cash balance is = 5% of the upper or
lower solvency range, a corrective action plan must be developed

Solvency Range  Cashiinvestments/ Threshold § (+ 8%) Threshold % (£ &%)

Risk Resarve

e Lowes Range 558 026 689 £161 B50 658 593 124 404 65 1% oK
Uipper Range 2118657 437 £161 858 558 5124 540 3049 3B4% COMNCERM

Caidinal Lower Range 5132220 598 S227 405 624 5125 609 583 T210% OK
Lippes Hange £166 B11 635 227 405 B4 g1r5 173 1T 36 1% COMNCERMN

Bastoolnte Lowes Range 74 817 005 74 4BE T35 &71,076 155 0.4% oK

e Upper Range 580 730 536 574 485,736 201 078 513 14 1% OK

Pt Lowes Range ST7 874 B8] $114.085,235 573,981,136 46 5% oK
Uppes Range 581 821 934 §114 (a9 235 £06 518 035 24 1% COMCERMN

&andhills Lowes Range 500 577 614 S118 506 311 86 048 737 30.6% oK
Uapes Range £103,843 2B2 £118 506 311 109 140 447 14 07 COMNCERMN
Teiitlum Livares Rangs 2130 258 TEO £123 171,376 5932 295 B49 A 1% COMCERM

Uppes Range 160,113,918 5123.771,39%6 5168119614 -Z2 %% OK

Vaya Lowes Range 557,045 503 £117 748 819 554 183 808 106 4% oK
Upper Rangs 572 554 244 £117 748 819 £76, 181 860 B2 % COMCERM

10 INT LEGISLATIVE COMMITTEE 0K HEALTH ANDHUMAN SERVICES Takie 7
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LME/MCO Solvency
Corrective Action Plan Review

PLAN NAME:
REVIEW PERFORMED:

CORRECTIVE ACTION PLANS OVERVIEW:

This Corrective Action Plan template has three sections. The first is where you document what you know about the area in need of
improvement. The second section is where you map out, step-by-step, how you are going to accomplish your goal of correcting the problem or
making other improvements. The third section is where you can write down the results of the Corrective Action Plan.

This form can be printed and completed manually or downloaded as a Microsoft Word document and completed electronically. This document
is not protected. Table cells will automatically expand to accommodate any amount of text. Additional rows will be added if you hit the “TAB”
key in the last cell of the last row of tables.

CORRECTIVE ACTION PLAN (CAP) PROCESS:

Step 1: The LME/MCO receives notification from the Department regarding non-compliance.
Step 2: The LME/MCO submits the CAP to the Department.

Step 3: Either the Department accepts the CAP and the LME/MCO is placed on a quarterly routine review cycle or an additional CAP is requested
if information is lacking or incorrect.

Step 4: The Department sends a letter closing the review or the LME/MCO is placed on accelerated monitoring.

16



LME/MCO Solvency Corrective Action Plan Review

SECTION |: DEFINING THE ISSUE

Use this section to clearly define the problem or deficiency, how the activity should be done, where to go for information, and a broad overview
of how you are going to make an improvement for that issue. Use one CAP for each individual problem or deficiency.

CORRECTIVE ACTION PLAN — DEFINING THE ISSUE

Provide a clear, descriptive statement of each
non-conformance problem / deficiency.

What is the corrective action(s), including
supporting documentation?

How will ongoing compliance be maintained?
Identity preventative measures that will be
taken to improve or prevent occurrences of
noncompliance.

17



LME/MCO Solvency Corrective Action Plan Review

SECTION Il: DEFINING THE STEPS FOR IMPROVEMENT

List the specific steps you will take to correct the problem and when they should be completed.

e The Milestone should be a specific task to complete. Each Milestone should progress logically toward the completion of the desired
goal.

e Although multiple people might work on a single step, there should be one person responsible for ensuring the step is done on time.

e Designate a Due Date for the Milestone that is realistic and attainable.

e Comments can be made at the time the CAP is developed and can be made as the work is done to mark progress.

e If done electronically (i.e. in Word), you can add rows to this table by hitting the “Tab” key while in the lower right-hand cell.

CORRECTIVE ACTION PLAN: DEFINING THE STEPS FOR IMPROVEMENT

# Responsible
Milestone [Name(s) & Title(s)] Date Due Comments

18



LME/MCO Solvency Corrective Action Plan Review

SECTION Ill: EVALUATING THE PROCESS

Once all milestones have been met, evaluate the process. Look for proof that the milestones were, in fact, completed, that the cause of the
problem has been identified, and that the problem has been addressed.

CORRECTIVE ACTION PLAN: EVALUATING THE PROCESS

% Results Comments

Acceptance

Financial Analyst Date

Associate Director Date

Chief Financial Officer Date

Provisional Acceptance

Financial Analyst Date

Associate Director Date

Chief Financial Officer Date

19



LME/MCO Solvency Corrective Action Plan Review

CORRECTIVE ACTION PLAN: EVALUATING THE PROCESS

. Results Comments
Rejection of the CAP
Financial Analyst Date
Associate Director Date
Chief Financial Officer Date

20



