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1) the RFP Number;

RFP# EVT0009267
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CMS outlines the following steps when developing capitation rates or an explanation if they are
not applicable. The bidder should provide additional information around what data, assumptions,
and methodology were used to develop each of the items outlined below.

Sunflower State Health Plan (Sunflower) currently serves Kansas residents statewide as one of
the three managed care organizations (MCOs) of the Kansas Medicaid program (known as
KanCare).

The State released a Request for Proposal (RFP) through Bid Event number EVT0009267 to
solicit MCOs to bid to manage the Kansas Medicaid and CHIP populations through the next
contract of the KanCare program, starting 1/1/2025.

The State and the State’s Actuary (Optumas) provided all bidding MCOs a Rate Development
Template within the Bidder’s Library in order to develop a consistent statewide blended Initial
Capitation Rate per Member per month (PMPM) for calendar year 2025 (CY25). This statewide
blended CY25 rate will be referred to as the Statewide Blended Rate.

The purpose of this rate methodology letter is to outline the data, assumptions, and methodology
used in the development of Sunflower’s Statewide Blended Rate in response to the KanCare
RFP. This letter and the associated cost proposal follow the most recently published CMS
Medicaid Managed Care Rate Development Guide, relevant Actuary Standards of Practice
(ASOPs), and 42 CFR § 438.4 and 42 CFR § 438.7(b), as applicable.

The information provided is intended for Sunflower’s CY25 bid only and may not be appropriate
for subsequent years’ rate developments. Actual KanCare rates must be updated to account for
all information available including programmatic and population changes at the time of rate
setting for CY25. We look forward to working collaboratively with the State and Optumas to
ensure CY25 rates are representative of reasonable, attainable, and appropriate expense
projections for CY25.

a) Identify and develop the base utilization and price data:
i. What base data was used to develop the bid?

As instructed, Sunflower utilized the CY21 statewide base data pre-populated by the State and
Optumas in the “KS RFP - Bidder's Library with Rate Dev. Model 2023.10.16” Excel model
(the “Bid Template”) when developing the CY25 Statewide Blended Rate.

This base data consisted of statewide CY21 KanCare encounters and membership and WORK
monthly supplemental payments, paid through March 2022. Prior to its inclusion in the rate
development template, the base data underwent several adjustments as listed in the CY23 Rate
Development Narrative provided in the Bidder’s Library. These adjustments include but are not
limited to the following:

e Exclusion of Spend Down recipient liability

e Exclusion of non-State Plan covered services

Transforming the health of the community,
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e Exclusion of Value-Added Benefits

 Exclusion of third-party liability

e Inclusion of in lieu of services

e Inclusion of costs and enrollment for Members with retroactive eligibility

Within the Rate Development Template, additional adjustments were made to the base data.
These adjustments include the following:

e Incurred but Not Reported (IBNR) adjustment

e Underreporting adjustment

* Adjustment for supplemental payments made outside of encounter data for State Plan
services (WORK)

e Share of Cost (SOC): the addition SOC dollars representing patient liability for nursing
facility and share of cost for HCBS services (since rates are set gross of SOC but paid net of
SOC)

e Program Changes: adjustments were made to the CY21 base data reflective of most recently
known program changes at the time of rate setting with effective dates through 12/31/2023

Sunflower did not make any additional adjustments to the base data provided by Optumas in
development of the bid, as instructed.

b) Develop and apply trend factors
1. What data was used to develop trend?

i1. To the extent that the bidder is an existing MCO in KanCare and to the extent that the trends
used to develop the bid deviate from current trends in the program, please elaborate further on
how this trend was developed.

i11. What assumptions and methodology were used to develop the trend?

Bidders were instructed to develop their Statewide blended initial capitation rate bids based on a
risk-neutral statewide Member mix as shown in the Bid Template.

Based on this, Sunflower relied on the utilization and unit cost trend assumptions that Optumas
used in the KanCare CY24 Rate Development as the starting point for the factors shown in the
‘Medical Trend Detail’ tab of the Bid Template. We felt many of these trend assumptions were
appropriate to use as a starting point because they were based on Kansas specific data provided
by the incumbent MCOs and are reflective of program-wide experience. With the Member mix,
base data and rate development model provided to bidders, using Optumas’ trend assumptions
for CY24 rate development resulted in an annualized PMPM trend of approximately 2.6%.

Sunflower also analyzed its own KanCare Member claims experience from January 2022 to June
2023 normalized for the impact of program changes to develop emerging PMPM trend rates. As
a result of this analysis, we adjusted the starting point trend assumptions to reflect certain
emerging trends that Sunflower has experienced for an improved projection to CY25. These
trend adjustments were allocated to utilization and unit cost based on historical experience.

The adjustment to starting point trends resulted in lower PMPM trends for some categories of
service, including but not limited to the following:

® Transforming the health of the community,
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e Nursing Facility
e Pharmacy — Brand
e Physical Health — Other

Simultaneously, the starting point PMPM trends were adjusted upwards for other categories of
service given the analysis of Sunflower’s emerging experience. The upward-adjusted trends
include but are not limited to the following categories of service:

e Mental Health

e Physical Health — Dental

e Physical Health — Outpatient Non-ER

After accounting for Sunflower’s emerging experience analysis, the result is an overall
annualized PMPM trend of 2.9%. This trend was applied to the base data to trend it forward from
CY21to CY25.

c¢) Develop non-benefit components of the rate
1. What data was used to develop non-benefit components?

i1. To the extent that the bidder is an existing MCO in KanCare and to the extent that the non-
benefit components used to develop the bid deviate from current non-benefit components in the
program, please elaborate further on how the non-benefit components were developed.

i11. What assumptions and methodology were used to develop non-benefit components?

Sunflower developed CY25 projected general administrative and Care Coordination expenses
based on its historical experience in the existing KanCare program and projected expenditures
for CY24. Prior to accounting for new program requirements per the RFP, Sunflower determined
that its aggregate general administrative and Care Coordination expenses would be 5.5% and
2.2%, respectively. These percentages and all others in this section represent percentages of total
revenue assuming the CY21 statewide mix provided in the rate development template. A
different Member mix may demand different administrative and Care Coordination loadings.

Provisions for additional staff and information systems, among other items, that Sunflower
determined were necessary to meet the requirements of the new KanCare program were then
added to the CY24 projected expenditures. After accounting for these new program
requirements, Sunflower estimates that its general administrative and Care Coordination
expenses would be 5.5% and 3.7% of revenue, respectively. The general admin and Care
Coordination expenses were then allocated based on statewide Member mix and current financial
reporting algorithms, which are based on expected resource needs by category of aid.

The profit margin and privilege fee assumptions pre-populated by Optumas in the bid template
are set at 1.0% and 5.77% respectively.

The remainder of this section describes the methods used to estimate the impact of the new RFP
Scope of Work requirements and how they affect projected general administrative and Care
Coordination expenses.

Transforming the health of the community,
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Care Coordination

A significant portion of Sunflower’s projected additional non-benefit dollars come from the new
Community Care Coordination requirements. As instructed by the State and Optumas, Sunflower
has included projections for Community Care Coordination in the Care Coordination component
of the bid. Sunflower’s estimate of the costs associated with the Community Care Coordination
program is based on its utilization experience with Targeted Case Management (TCM) for the
intellectually and developmentally disabled (IDD) population and familiarity of utilization of
TCM provided to the Frail Elderly (FE), Physical Disability (PD) and Brain Injury (BI)
populations prior to KanCare. The PMPM Cost for each Waiver is based on projected utilization
and current fee schedule for IDD TCM with adjustments for potential utilization of nurses by
subcontractors for the Technology Assisted (TA) Waiver. The following table provides a
development of the PMPM costs and total annual spend based on statewide Member mix.

Table 1 Community Care Coordination (CCC) Estimated Impact
Waiver Projected Estimated Cost CCC Projected

Statewide Hours per per Projected Annual
Eligible Member per | Hour = PMPM Cost Statewide
Members Month Cost
TA Waiver 777 4 $125 $500.00 $4,662,000
BI Waiver 954 6 §75 $450.00 $5,151,600
FE/PD Waiver 12,000 2 §75 $150.00 $21,600,000
Autism Waiver 66 2 $75 $150.00 $118,800
Waiting List — 2,400 2 §75 $150.00 $4,320,000
PD Waiver
WORK/STEPS N/A N/A N/A N/A N/A
IDD Waiver N/A N/A N/A N/A N/A
SED Waiver N/A N/A N/A N/A N/A
All 16,164 N/A N/A N/A $35,852,400

Table 1 Note: Community Care Coordination Projected PMPM cost was developed as follows:

e Source of projected statewide Members:
o Waiting List — PD Waiver: June 2023 KDADS Legislative Report
o All Other Waivers: November 2023 KanCare MCO Member Compare Report

e Starting point cost per hour was the fee schedule rate for IDD (TCM) of $75/hr.

e We estimated the number of hours per month for each Waiver program and applied this
assumption to the fee schedule rate to arrive at PMPM estimates.

* We increased the cost per hour to $125 for the TA Waiver given the assumption that
subcontractors may use LPNs or RNs to provide this service.

The estimated $35.9M impact shown in the table above increases Sunflower’s projected Care
Coordination expenses about 0.7% (as a percent of total revenue). This does not include the
salary for the Community Care Coordination Manager, which also represents an additional
increase to projected Care Coordination expenses. Sunflower’s estimate for Community Care
Coordination may vary from actual costs depending on contracting with vendors. We would
expect future contracting levels to be appropriately reflected in the capitation rates by Optumas.

o= Transforming the health of the community,
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Changes to the number and types of non-LTSS Members required to be in Care Coordination,
and the frequency and types of required visits (remote or in-person) represent another significant
source of additional Care Coordination expenses in Sunflower’s bid. These new requirements are
outlined in the following sections of the RFP Scope of Work: 7.4.1.D, 7.4.5, 7.4.6, 7.4.10-7.4.12
and Appendix L. Assuming Statewide CY21 Member mix, Sunflower estimates the need based
on these new requirements is 130 incremental FTEs for 1/3rd market share. The incremental cost
of the 130 FTEs associated with these changes represent an increase of 0.7% to projected Care
Coordination expenses (as a percent of total revenues).

As instructed by the State and Optumas, for Members in HCBS we have assumed that tasks
required of the MCO Care Coordinator in Appendix L cannot be delegated to Community Care
Coordinators. We also assumed that for Members in HCBS the same requirements are to be
followed as the current contract. Those requirements consist of the MCO Care Coordinator
conducting at least two in-person visits per year plus telephonic contact as well as any in-person
visits needed for changes of condition and reassessment. The MCO Care Coordinator is also
required to coordinate with the Community Care Coordinator. KDADS has indicated in Quality
meetings that a ratio of 1:50-60 for these Care Coordination responsibilities is what they have
found to be best practice and required in other states.

In total, the new Care Coordination-related requirements represent an increase in Care
Coordination expenses from 2.2% to 3.7% (as a percent of total revenue).

General Admin
The costs associated with new staffing requirements in the RFP for key personnel that would not
fall under Care Coordination are captured under the General Admin component of rates. These
new personnel positions (including some key personnel) include the following:

e Workforce Development Manager

e OneCare KS Manager (State in process of program refresh)

e Pharmaceutical Provider Representative

e Training Coordinator (External Care Coordination)

e Non-Emergent Medical Transportation Coordinator (onboarding a new vendor)
Tribal Liaison
Oral Health — Dentist

In total, these new requirements represent a slight increase in general admin expenses and
therefore these expenses continue to account for 5.5% of total revenue.

d) Make appropriate and reasonable adjustments

1. What adjustments have been applied to develop the bid?

i1. What data was used to develop the adjustments?

i11. What assumptions and methodology were used to develop the adjustments?

Managed Care Savings
Sunflower’s managed care assumptions detailed in the ‘MC Assumptions Detail’ tab of the Bid
Template include two components of managed care savings. The first component is with respect

Transforming the health of the community,

. one person at a time. Page 5 of 202



Sunflower State Health Plan, Inc.
RFP# EVT0009267 () ?‘Uﬂ{'l:ﬁwle r
Cost Proposal | Rate Methodology Letter ea ptan.

to historical managed care savings adjustments that Optumas has assumed when developing
KanCare 2.0 rates. In CY24 rate setting, Optumas shared a methodology document around their
managed care savings assumption. That document specifically referenced Optumas’
methodology and the use of the Care Improvement Opportunity Tool (CIOT) to analyze episodes
of medical care in order to evaluate episode cost and Provider performance. Sunflower assumes
that some reduction in the following categories of service — as referenced in Optumas’ CY24
CIOT methodology overview — is appropriate:

* Physical Health — Inpatient

e Physical Health — Outpatient Non-ER
Physical Health — Outpatient ER
Mental Health — Inpatient
Physical Health — PCP
Mental Health — Specialist

Sunflower is relying on Optumas’ CIOT managed care savings estimates for CY24 KanCare
rates since the bid instructions require bidders to develop their Statewide Blended Vendor Initial
Capitation Rate based on the statewide mix. The overall impact of this assumption is a one-time
reduction of approximately 0.3%.

The second component of managed care savings that Sunflower included in the bid template
accounts for the approximate value of other managed care savings initiatives that Sunflower
implemented in CY23 or that Sunflower is planning for CY24-CY25. Sunflower’s managed care
savings initiatives are concentrated around inpatient hospital and pharmacy categories of service.

The overall impact of the two components of Sunflower’s managed care savings assumption is a
reduction to projected medical expenses spread across the four years of the projection (CY21 to

CY25) that amounts to approximately 4.1% of total revenue. Note that these initiatives result in

savings relative to the base data and incremental savings may not be generated for years beyond
CY25.

Additional Program Changes
Sunflower has not reflected any additional program changes in the “Additional Program
Changes” section of the Bid Template.

We would like to point out, however, that based on Sunflower’s emerging utilization and cost
data associated with the CCBHC accreditations, we believe the base data and adjustments related
to this program change as found in the RFP Bidder’s Library could be understated. Without the
benefit of seeing emerging trend data observed in mid-to-late CY23, bidders may not be able to
provide an accurate projection of CCBHC costs for CY25. Sunflower estimates that without the
emerging data, the PMPM cost projections of this program in CY25 could be understated by
approximately $30 PMPM (around 3% of total revenue).

Therefore, to ensure Sunflower’s bid is consistent with responses from other bidders who are not
currently in the KanCare program, Sunflower believes it is necessary to exclude emerging
CCBHC-related cost projections in our bid.

Transforming the health of the community,
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Sunflower believes recent CCBHC experience beyond what is included in the Bidder’s Library
needs to be considered for actual CY25 rates, and we look forward to continuing collaborative
conversations with the State and Optumas about this issue to ensure adequate rates moving
forward.

Adjustments Outside the Scope of this Narrative
This narrative provides the methodology for the calculation of Sunflower’s CY25 Statewide
Blended Rate for the KanCare 2025 Contract. Sunflower has followed the instructions that
accompanied the RFP and that were provided during the Actuarial Pre-Bid Conference. There
are several items that are outside the scope of this blended rate. This is not an exhaustive list, but
it is our understanding that the State and Optumas will adjust actual KanCare rates for the
following items:
e Risk adjustment between MCOs — Sunflower’s CY25 Statewide Blended Rate assumes a
normalized risk adjustment factor of 1.0
e LTSS mix for actual plan enrollment — Sunflower’s CY25 Statewide Blended Rate assumes
the LTSS mix that was pre-populated in the Rate Development Template
e Any changes to the Privilege Fee
e Any adjustment to recognize the uncollectible portion of Quality Withhold — Sunflower’s
CY25 Statewide Blended Rate assumes 100% is collectible
 Share of cost will be removed at the Member level — Sunflower’s CY25 Statewide Blended
Rate is on a gross share of cost basis
e Updated base data if required by CMS guidance
* Any other mandated change to populations, covered services, contractor requirements,
changes to the State PDL, etc.
e Any other adjustment that is deemed necessary by the State’s actuary, Optumas

e) Take into account Managed Care Plans’ past MLR experience
i. This adjustment is not applicable to the bid.
Not Applicable.

f) If risk adjustment is applied, select an appropriate model and apply it in a budget neutral
manner

1. This adjustment is not applicable to the bid since the bidder should develop their bids assuming
a normalized base risk adjustment factor of 1.0.

Not Applicable.

® Transforming the health of the community,
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Max Donahue is the actuary responsible for this communication. He is a member of the

American Academy of Actuaries and an Associate of the Society of Actuaries. He meets the
Qualification Standards of the American Academy of Actuaries to issue this report.

Max Donahue, ASA, MAAA

12/1% (a0

Date
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REQUEST FOR PROPOSAL (RFP)

ATTACHMENT 9: COST SHEET

Bidder’s Rate Development Template Documentation

Rate Development Template Required

Response

1. Statewide Blended Bidder Initial Capitation Rate (PMPM) $936.00 PMPM
The bidder must submit a single, statewide blended bidder
Initial Capitation Rate per member per month (PMPM) rate to
reflect the proposed business model of that bidder.

2. Bid Development Structure (Affirmation) Affirmation
The bidder should affirm that the following items were
provided in the bidder’s library and used in developing the bid:

o Membership distribution; Men‘!bership Y
o Regional relativity (provided for information only); and | Regional Y
o Rate Cell relativity (provided for information only). Rate Cell Y

3. Bid Documentation per CMS Requirements (Narrative) As instructed,

CMS outlines the following steps when developing capitation [Sunflower used

rates or an explanation if they are not applicable. The bidder [the CY21 base

should provide additional information around what data, data provided in

assumptions, and methodology were used to develop each of the RFP Bid

the items outlined below. Template. Please
BASE DATA see t,l’we “Bgse

a) Identify and develop the base utilization and price data: Data” section of

i.  What base data was used to develop the bid? ﬂ:tﬁ::lil ogy
Letter.
TREND Please see the
b) Develop and apply trend factors “Trend” section of
i.  What data was used to develop trend? the Rate

i.  To the extent that the bidder is an existing MCO in [Methodology
KanCare and to the extent that the trends used to  [-etter for a

develop the bid deviate from current trends in the Z(_)mpletfe fth
program, please elaborate further on how this Iscussion of the
trend methodology
trend was developed. .
; and assumptions
ii.  What assumptions and methodology were used to used

develop the trend?

i. Sunflower used
its own KanCare
member
experience for
2022-2023 as well
as the State
Actuary’s
development of

1
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trend assumptions
for the CY24
KancCare rates.

ii. Please see the
“Trend” section of
the Rate
Methodology
Letter for a
description of the
assumptions and
methodology.

iii. Please see the
“Trend” section of
the Rate
Methodology
Letter for a
description of the
assumptions and

methodology.
NON-BENEFIT COMPONENTS Please see the
c) Develop non-benefit components of the rate “Non-Benefit
i.  What data was used to develop non-benefit Components”
components? section of the Rate
i.  To the extent that the bidder is an existing MCO in [Methodology
KanCare and to the extent that the non-benefit Letter for a
components used to develop the bid deviate from comp Ietg
discussion of
methodology and
assumptions.

i. Sunflower used
its current
projected CY24
expenditures as a
starting point for
developing its
non-benefit
components.
Profit and
Privilege Fee were
provided by the
State.

ii. Sunflower
adjusted current
non-benefit
expenditures to

2
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Rate Development Template Required
Response
current non-benefit components in the program, account for new
please elaborate further on how the non-benefit requirements as
components were developed. outlined in the

iii. What assumptions and methodology were used to RFP.

develop non-benefit components?
iii. Please see the

“Non-Benefit
Components”
section of the Rate
Methodology
Letter for a
complete
discussion of
methodology and
assumptions.
RATE ADJUSTMENTS Please see the
d) Make appropriate and reasonable adjustments “Rate
i.  What adjustments have been applied to develop ~ {Adjustments”
the bid? section of the Rate
i.  What data was used to develop the adjustments? ~ [Methodology
ii.  What assumptions and methodology were used to  [-€tter for a

; > complete
develop the adjustments? discussion of the

rate adjustments
included in the bid
template.

i. Sunflower
applied
adjustments for
Managed Care
Savings
assumptions to
develop the bid.

ii. Adjustments
were based on
Sunflower’s
historical
experience
implementing
managed care
initiatives and the
State Actuary’s
estimate of
emergency
services

3
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REQUEST FOR PROPOSAL (RFP)

RFP Number: EVT0009267

efficiencies.

iii. Please see the
“Rate
Adjustments”
section of the Rate
Methodology
Letter for a
description of the
assumptions and
methodology.

MEDICAL LOSS RATIO (MLR)
e) Take into account Managed Care Plans’ past MLR
experience
i.  This adjustment is not applicable to the bid.

Not Applicable

by an actuary on an actuarially sound basis in conformance
with 42 CFR 438.4).

RISK ADJUSTMENT As instructed,
f) If risk adjustment is applied, select an appropriate model  [Sunflower
and apply it in a budget neutral manner developed its bid
i.  This adjustment is not applicable to the bid since ~ @Ssuminga
the bidder should develop their bids assuminga  [1ormalized risk
normalized base risk adjustment factor of 1.0. 2(;1;lztment factor
Bidder’s Rate Development Template Please see
4. As discussed above, the information provided in this Sunflower’s Rate
document is a narrative around how the bidder developed the [Methodology
bid. The bidder must also complete the Bidder's Rate Letter and its
Development Template, included within the bidder’s library, cc_ample,ted
accompanied by a rate methodology letter signed by the Bidder’s Rate
actuary (the bids developed by bidders should be developed Development
Template.

4
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COS Hierarchy

CoS Hierarchy
HCBS Services 1
Nursing Facility 2
Physical Health - Outpatient ER 3
Mental Health - Inpatient 4
Mental Health - PRTF 5
Mental Health - CMHC 6
Mental Health - Professional 7
Mental Health - Other 8
Physical Health - Inpatient 9
Physical Health - Outpatient Non-ER 10
Physical Health - Dental 11
Physical Health - Indian Health Services 12
Physical Health - FQHC/RHC 13
Physical Health - Vision 14
Physical Health - Transportation 15
Pharmacy - Generic 16
Pharmacy - Brand 17
Pharmacy - Specialty 18
Physical Health - PCP 19
Physical Health - Specialist 20
Physical Health - Home Health 21
Physical Health - Hospice 22
Physical Health - DME 23
Physical Health - Other 24
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Rate Relativity

CY23 Statewide Rate

Population A
Relativity
Autism 1.052
BCC 2.752
Children in Long Term Care (LTC) 6.689
CHIP<1 0.860
CHIP1-21 0.241
DD Dual < 45 7.503
DD Dual 45+ 9.441
DD Non Dual 1-21 5.028
DD Non Dual 22+ 8.592
Deliveries 7.580
FC/AS M/F <1 1.387
FC/AS M/F 1+ 0.851
ICF/MR 10.145
LTC Dual 6.430
LTC Non Dual 8.110
M-CHIP 0.266
MH NF 7.790
MN Dual M/F < 65 1.058
MN M/F Dual 65+ 1.029
MN Non Dual M/F 2.495
PLE PW < 30 0.288
PLE PW 30+ 0.347
SED 2.299
SPDN MN Dual M/F < 65 0.248
SPDN MN M/F Dual 65+ 0.089
SPDN MN Non Dual 2.619
SSI Dual M/F < 65 0.470
SSI Dual M/F 65+ 0.215
SSI Non Dual M/F< 1 4.147
SSI Non Dual M/F1-21 1.199
SSI Non Dual M/F 22+ 2.339
TA 15.680
TAF+PLE< 1 1.441
TAF+PLE1-21 0.231
TAF 22+ 0.598
TBI 6.316
WORK 3.030
Working Disabled M/F All Ages 0.943

! Provided for informational purposes only.
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