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Thomas Howell
Ferguson pA.

Certified Public Accountants

Performance Audit Report on
2022 Achieved Savings Rebate Financial Report

Medicaid Program Finance
Florida Agency for Health Care Administration

Auditee: AmeriHealth Caritas Florida, Inc.

This report presents the results of the 2022 Achieved Savings Rebate (ASR) Financial Report
performance audit conducted to address the audit objectives related to AmeriHealth Caritas
Florida, Inc. (hereinafter referred to as “the Plan”) for the year ended December 31, 2022.

Thomas Howell Ferguson P.A. was engaged under Contract MED218, dated November 1, 2021,
to conduct the audit of the Plan’s Managed Medical Assistance (MMA) Revenue and Expense
Schedule — Summary, MMA Related-Party Transaction Schedule — Summary, the Achieved
Savings Rebate Exhibit, and the Medical Loss Ratio Exhibit within the Annual ASR Financial
Report. This performance audit report presents the results of our audit.

We conducted this performance audit in accordance with Government Auditing Standards issued
by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings
and conclusions based on our audit objective. We believe that the evidence obtained provides a
reasonable basis for our findings and conclusions based on our audit objective.

Our audit objective was to evaluate the 2022 MMA Revenue and Expense Schedule — Summary,
MMA Related-Party Transaction Schedule — Summary, the Achieved Savings Rebate Exhibit, and
the Medical Loss Ratio Exhibit (collectively, the Schedules) within the Annual ASR Financial
Report to determine the Schedules were prepared in accordance with Florida Statute 409.967(3)
and ASR Financial Report Instructions, which include annual revenue, benefit and administrative
expenses, and income or losses reported by the Plan. The results of this performance audit will
allow the Florida Agency for Health Care Administration (AHCA) to comply with Florida Statute
409.967 to verify the Achieved Savings Rebate calculated by the Plan as well as Medical Loss
Ratio (MLR) calculations. The Plan’s Schedules have been included at Appendix B.
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Accuracy, Allowability, and Reasonableness of Claimed Amounts

We noted the following exception regarding the accuracy, allowability, and reasonableness of
amounts claimed in the schedules within the ASR financial report for the year ending
December 31, 2022:

Achieved Savings Rebate Exhibit

Adjustment No. 1:

AHCA has determined that Direct Payment Plan (DPP) Administration Fee revenue is to be
excluded from the Revenue Subject to ASR on the ASR Exhibit and, therefore, included on line
1.5, Less: Financial Incentive Payments Outside of Capitation Rate. The Plan accrued and reported
DPP administration fees of $598,172 on line 1.6, Other Revenue, of its 2021 MMA Revenue and
Expense Schedule - Summary but did not exclude this amount from Revenue Subject to ASR on
its 2021 ASR Exhibit. A prior year adjustment is needed to exclude DPP Administration Fees
from Revenue Subject to ASR on line 1.5 of $598,172.

Achieved Savings Rebate

Florida Statute 409.967(3)(f) states that the achieved savings rebate is established by determining
pretax income as a percentage of revenues and applying the following income sharing ratios:

1. One hundred percent of income up to and including 5 percent of revenue shall be
retained by the plan.

2. Fifty percent of income above 5 percent and up to 10 percent shall be retained by the
plan, and the other 50 percent refunded to the state.

3. One hundred percent of income above 10 percent of revenue shall be refunded to the
state.

Determined on this basis and using the adjusted amounts as discussed above, the Plan’s calculated
rebate due to the state is $35,867,562. However, the final calculated rebate is to be determined by
AHCA.

Medical Loss Ratio

42 CFR § 438.8 provides that the medical loss ratio is established by the following calculation:

1. Numerator: Total Benefit Expense after Reinsurance (Line 2.8) plus Total Florida-Specific
Contributions (Line 3.3) plus Total of Defined Expenses Incurred for Improving Health
Care Quality (Line 4.6) plus Deductible Fraud and Abuse Detection/Recovery Expenses —
(MLR Only) (Line 5.0).

2. Denominator: Revenue Subject to MLR (Line 1.5).
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Determined on this basis and using the adjusted amounts as discussed above, the Plan’s calculated
ratio is 72%. However, the final calculated ratio is to be determined by AHCA.

Conclusion

Based upon the performance audit procedures performed and the results obtained, the audit
objective has been met. We conclude that, the Plan has prepared its 2022 MMA Revenue and
Expense Schedule — Summary, MMA Related-Party Transaction Schedule — Summary, the
Achieved Savings Rebate Exhibit and the Medical Loss Ratio Exhibit in accordance with Florida
Statute 409.967 and the ASR Financial Report Instructions, regarding accuracy, allowability, and
reasonableness of claimed amounts for the year ended December 31, 2022 such that the Florida
Agency for Healthcare Administration can validate the Plan’s Achieved Savings Rebate and
Medical Loss Ratio determinations. Our performance audit resulted in no changes to the 2022
Achieved Savings Rebate and Medical Loss Ratio calculations other than those described above
and summarized in Appendix A. We recommend AHCA consider the results of this audit in
completing closeout procedures regarding the Plan’s 2022 contract year.

This performance audit did not constitute an audit of financial statements in accordance with
auditing standards generally accepted in the United States of America or Government Auditing
Standards. In planning and conducting our performance audit of the ASR Financial Report, we
considered the Plan’s internal control associated with the completion of the Annual ASR Financial
Report to determine the procedures that are appropriate in the circumstances for achieving the
audit objectives, but not for the purpose of expressing an opinion on the effectiveness of the Plan’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Plan’s
internal control, or the Plan’s financial management system.

This report is intended for the information and use of the Florida Agency for Healthcare

Administration and management of the Plan. The report is not intended to be, and should not be,
used by anyone other than these specified parties.

Hoee Tl o0

Tallahassee, Florida
August 23, 2023



AmeriHealth Caritas Florida, Inc.

Performance Audit — 2022 Achieved Savings Rebate Financial Report
For the year ended December 31, 2022
BACKGROUND
Plan Overview

AmeriHealth Caritas Florida, Inc. (formerly Florida True Health, Inc.) (the Plan) was incorporated
on December 19, 2011 for the purpose of providing prepaid managed care services to Medicaid
enrollees in the state of Florida. The Company is an indirect wholly owned subsidiary of
AmeriHealth Caritas Health Plan (ACHP). ACHP is a Pennsylvania partnership formed to develop
and operate managed care business for Medicaid and Medicare enrollees.

The Plan contracts with the Florida Agency for Health Care Administration (AHCA) to provide
healthcare services to eligible Medicaid recipients under the Statewide Medicaid Managed Care
(SMMC) Managed Medical Assistance (MMA) program.

OBJECTIVE, SCOPE, AND METHODOLOGY
Objective

Our objective was to conduct a performance audit of the Plan’s 2022 Managed Medicaid
Assistance Revenue and Expense Schedule — Summary, Managed Medicaid Assistance Related-
Party Transaction Schedule — Summary, the Achieved Savings Rebate Exhibit and Medical Loss
Ratio Exhibit (collectively “the Schedules”) within the Annual Achieved Savings Rebate (ASR)
Financial Report. We evaluated the Schedules to determine whether amounts claimed were
accurate, allowable, and reasonable in accordance with Florida Statute 409.967(3) and the ASR
Financial Report Instructions, such that the Florida Agency for Healthcare Administration can
validate the Plan’s Achieved Savings Rebate.

Scope

We conducted our performance audit in accordance with Government Auditing Standards. Those
standards require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit objective. The
performance audit scope included quarterly, and year-to-date amounts reported by the Plan for the
year ended December 31, 2022 considering revenue and medical benefits “paid dates” through
March 31, 2023.

Our scope was limited to evaluating the claimed amounts reported by the Plan for the year ended
December 31, 2022. We included the following components of the MMA revenue and expense
summary schedules for accuracy, allowability, and reasonableness:

Quarterly and annual revenue;

Benefit and administrative expenses;
Other income or losses;

Pre-tax income (loss) reported by the Plan;

4
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Performance Audit — 2022 Achieved Savings Rebate Financial Report
For the year ended December 31, 2022

Scope (continued)

e Income tax expense; and
e Net underwriting gain.

We included the following components of the MMA related-party schedules for accuracy,
allowability, and reasonableness:

e Related-party vendors, their affiliation, service type, and payment methodology; and
e Related-party expenses.

We included the following components of the ASR Exhibit for accuracy, allowability, and
reasonableness:

Annual revenue;

Benefit and administrative expenses;

Pre-tax income (loss) reported by the Plan;

Pre-tax income (loss) as a percent of revenue; and

The Preliminary Achieved Savings Rebate calculation.

We included the following components of the MLR Exhibit for accuracy, allowability, and
reasonableness:

Annual revenue;

Benefit expenses;

Florida-Specific Contributions;

Improving Health Care Quality Expenses;

Deductible Fraud and Abuse Detection/Recovery Expense; and
The Preliminary Medical Loss Ratio.

This performance audit did not constitute an audit of the Plan’s underlying financial statements
and accounting records in accordance with auditing standards generally accepted in the United
States of America or Government Auditing Standards. As such, as agreed by the Agency, the
scope of the performance audit excluded the following items:

e Tests of any opening balances (accruals, receivable, and payables included in the prior year
ASR Schedules which may impact prior calendar year adjustments in the 2022 ASR
Schedules); and

e Tests of underlying data or transactions related to reported amounts allocated from a parent
or other related entity, including but not limited to allocations included in medical benefits,
administrative expenses, defined expenses improving health care quality, federal income
taxes, and net investment income. We obtained an understanding of the allocation
methodology used by the Plan, evaluated whether the allocations comply with
administrative service or related party transaction agreements, if any, and agreed amounts
to internal documentation.
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Performance Audit — 2022 Achieved Savings Rebate Financial Report

Methodology

For the year ended December 31, 2022

We performed the following procedures as part of our performance audit:

1. We conducted planning procedures which included the following:

Communications with the Plan;

Developing an understanding of the Plan and its environment, including internal
control;

Performance of risk assessments associated with the preparation of the Annual ASR
Financial Report; and

Obtained and read the entity’s audited statutory-basis financial statements for the
year ended December 31, 2022 and the Annual Statement submitted to the Florida
Office of Insurance Regulation.

2. We performed substantive testing procedures including the following:

Performed applicable walk-throughs of transaction cycles critical to generating
information included in summary schedules and the ASR Exhibit;

Verification of the mathematical accuracy of the 2022 summary schedules, ASR
Exhibit and MLR Exhibits;

Inspection of quarterly and annual reconciliations of amounts in the MMA revenue
and expense summary schedules to the Plan’s general ledger or other summarized
amounts from detailed accounting records;

Reconciliation of amounts independently audited in the Plan’s financial statements
to amounts reported in the MMA revenue and expense summary schedules;
Reconciliation of the Plan’s annual revenue to monthly state capitation reports;
Selected a representative sample* of transactions included in the Plan’s fee for
service medical benefit expense of the MMA revenue and expense summary
schedules and agreed to supporting documentation;

Selected a representative sample* of vendor payments included in the Plan’s
subcapitated expenses of the MMA revenue and expense summary schedules and
performed recalculations in accordance with applicable contracts or agreements;
Selected a representative sample* of significant other revenue and expense
transactions and obtained documentation supporting those transactions in the MMA
revenue and expense summary schedules;

Performed evaluation of revenues and expenses of the MMA revenue and expense
summary schedules for proper classification and proper exclusion of disallowed
amounts;

Performed verification of the information disclosed on the MMA related-party
schedules though independent documentation and inquiry with Plan management;
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Performance Audit — 2022 Achieved Savings Rebate Financial Report
For the year ended December 31, 2022
Methodology (continued)

e Traced amounts reported on the MMA revenue and expense schedules to the ASR
Exhibit;

e Performed evaluation of proper recording and classification of Administrative
Expense transactions and recalculation of certain administrative expenses in
accordance with ASR Exhibit instructions;

e Performed evaluation of proper recording and calculation of Actuarially Sound
Administrative Maximum calculation reported on line 4.0 of the ASR Exhibit;

e Performed evaluation of the proper calculation of Pre-tax Income (Loss) in
accordance with ASR Exhibit instructions, specifically as it relates to lines 7.1
through 7.3 of the ASR Exhibit;

e Performed evaluation of proper recording and calculation of Preliminary Achieved
Savings Rebate reported on line 7.3 of the ASR Exhibit;

e Selected a representative sample* of provider medical payments included in the
Plan’s subcapitated expenses of the MLR Exhibit and agreed to supporting
documentation and determined administrative costs were properly excluded,

e Performed evaluation of proper reporting and classification of amounts associated
with Florida-Specific Contributions used for medical loss ratios;

e Performed evaluation of proper reporting and classification of amounts associated
with Improving Health Care Quality Expenses Incurred used for medical loss ratios;

e Performed evaluation of proper reporting and classification of amounts associated
with Deductible Fraud and Abuse Detection/Recovery Expenses used for medical
loss ratios; and

e Performed evaluation of the proper calculation of the Medical Loss Ratio in
accordance with MLR Exhibit instructions, specifically as it relates to line 6.0 of
the MLR Exhibit.

*Representative sample was determined in accordance with AICPA Audit Guide Audit Sampling
AU-C 530.

* %k ok ok %k

RESULTS

Based on results of procedures performed, we identified adjustments as described on page 2 and
summarized in Appendix A, needed for compliance with F.S. 409.967 and ASR Financial Report
Instructions.



Appendix A



Adjustments to Amounts Reported in the Achieved Savings Rebate Exhibit

REVENUES
1.1 Total Revenue from Revenue & Expense Schedules
1.2 Federal Taxes and Assessments-ACA § 9010
1.3 State Insurance, Premium and other Taxes
1.4 Regulatory Authority Licenses and Fees
1.5 Less: Financial Incentive Payments Outside of Capitation Rate
1.6 Revenue Subject to ASR
EXPENSES
Benefit Expenses
2.1 Total Benefits Paid through FFS and Subcapitation During the Year
2.2 Incurred but not Paid (IBNP) Ending Balance
2.3 Settlements/AP
2.4 Total Benefit Expense before Reinsurance
25 Net Cost of Reinsurance
2.6 Total Benefit Expense after Reinsurance
Administrative Expenses
3.1 Total Administrative Expenses from Revenue & Expense Schedule
3.2 Less: Compliance/Regulatory
3.3 Less: Lobbying/Political expenses
3.4 Less: Cash-value of Executive Bonuses Above Base Salary
3.5 Less: Other Non-allowed expenses
3.6 Administrative Expense Subject to ASR
4.0 Actuarially-sound Administrative Expense Maximum
5.0 Administrative Expenses Subject to ASR
6.0 Total Benefit and Administrative Expense subject to ASR
Calculation of Pre-Tax Income and ASR
7.1 Pre-tax Income
7.2 Pre-tax Income as a Percent of Revenue
7.3 Preliminary Achieved Savings Rebate

Reported Adjustment Adjusted
Annual Amount No. 1 Annual Amount
$ 411,512,435 $ - $ 411,512,435

- (598,172) (598,172)

411,512,435 (598,172) 410,914,263

279,931,315 - 279,931,315

22,924,757 - 22,924,757

(4,325,521) - (4,325,521)

298,530,551 - 298,530,551

298,530,551 - 298,530,551

60,468,502 60,468,502

(965,423) - (965,423)
(215,816) - (215,816)
(162,058) - (162,058)

59,125,205 - 59,125,205

45,697,580 - 45,697,580

45,697,580 - 45,697,580

344,228,131 - 344,228,131
$ 67,284,304 $ - $ 66,686,132

16.4%
$ 36,420,871

16.2%
$ 35,867,562
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