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Thomas Howell
Ferguson pA.

Certified Public Accountants

Performance Audit Report on
2021 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 2021 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, 2021.

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 2021 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 A.
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Accuracy, Allowability, and Reasonableness of Claimed Amounts

We noted the following exceptions regarding the accuracy, allowability, and reasonableness of
amounts claimed in the schedules within the ASR financial report for the year ending
December 31, 2021:

MMA - Revenue and Expense Schedule - Summary

Adjustment No. 1:

Certain transactions included in the amounts reported for fee for service benefits were duplicated
resulting in an aggregate overstatement of $1,412,726. The adjustments to the individual fee-for
service benefits paid lines are provided in Appendix A and are summarized on line 11.1, Total
Services Paid Directly FFS totaling $(1,412,726).

Achieved Savings Rebate Exhibit

Adjustment No. 1:

As described above, the fee for service benefits were overstated resulting in an adjustment to
line 2.1, Total Benefits Paid through FFS and Subcapitation During the Year, of ($1,412,726).

Medical Loss Ratio Exhibit

Adjustment No. 1:

As described above, the fee for service benefits were overstated resulting in an adjustment to
line 2.1, Total Benefits Paid through FFS, of ($1,412,726).

Other Matters

The following matters have no quantitative impact on the summary totals of the ASR schedules,
but are observations or findings that merit consideration.

The summation of the MMA column of the July-September (Q3) and Prior Year Adjustments
column amounts do not agree with the Total column amounts. Since the Total column amounts
are correct there is no affect on the presentation of the year to date amounts in the Schedules.
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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 $7,611,536. 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).

Determined on this basis and using the adjusted amounts as discussed above, the Plan’s
calculated ratio is 78%. 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 2021 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, 2021 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 2021
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 2021 contract year.
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Conclusion (continued)

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.

Hoew Zhtl Foeee 20,

Tallahassee, Florida
August 23, 2022



AmeriHealth Caritas Florida, Inc.

Performance Audit — 2021 Achieved Savings Rebate Calculation
For the year ended December 31, 2021
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 2021 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, 2021 considering revenue and medical benefits
“paid dates” through March 31, 2022.

Our scope was limited to evaluating the claimed amounts reported by the Plan for the year ended
December 31, 2021. 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;

5
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Performance Audit — 2021 Achieved Savings Rebate Calculation
For the year ended December 31, 2021

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 2021 ASR
Schedules).

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 — 2021 Achieved Savings Rebate Calculation

Methodology

For the year ended December 31, 2021

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, 2021 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 2021 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 — 2021 Achieved Savings Rebate Calculation
For the year ended December 31, 2021
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 sk ok

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.
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Revenues

Hospital Services

Professional Services

Mental Health Malefmly
Services

Dental

Transportation

Pharmacy

Adjustments to Amounts Reported in the MMA —

MEMBER MONTHS

REVENUES

1.1
1.2.1
1.3
1.4.1

Capitation

Pharmacy Drug High Risk Pool
Hepatitis C Kick Payments
Maternity Kick Payments

ACA § 9010 related payments
Other Revenue

Total Revenue

BENEFIT EXPENSES

Inpatient FFS

Ending IBNP for Inpatient Hospital
Outpatient FFS: ER

Outpatient FFS: Other than ER
Ending IBNP for Outpatient Hospital
Subcapitated Hospital Services
Hospital Settlements

Transplant Services

Total Hospital Services

Primary Care FFS

Specialty Care FFS

Other Professional FFS

§ 1202 PCP Payments to providers
Subcapitated Professional Services
Ending IBNP for Professional Services
Professional Settlements/AP

Total Physician Services

Maternity Services

Ending IBNP for Maternity Services
Maternity Settlements/AP

Total Maternity Services

Mental Health & Substance Abuse FFS
Mental Health & Substance Abuse Subcapitation
Ending IBNP for Mental Health & Substance Abuse
Mental Health Settlements/AP

Total Mental Health & Substance Abuse Services
Dental FFS

Dental Subcapitation

Ending IBNP for Dental Services
Dental Settlements/AP

Total Dental Services

Transportation FFS

Transportation Subcapitation

Ending IBNP for Transportation
Transportation Settlements/AP

Total Transportation Services
Prescription Drugs FFS

Hepatitis C Prescription Drug FFS
Ending IBNP for Prescription Drugs
Prescription Drug Rebates

Ending accrual for Rebates receivable
Prescription Drugs Subcapitation
Prescription Drug Settlements/AP
Total Prescription Drugs

Revenue and Expense Schedule - Summary

Reported Adjustment Adjusted
Annual Amount No. 1 Annual Amount
1,254,163 - 1,254,163
$ 351,834,112 §$ - $ 351,834,112
250,640 - 250,640
9,611,293 - 9,611,293
791,820 - 791,820
362,487,865 - 362,487,865
53,046,543 (9,258) 53,037,285
1,063,379 - 1,063,379
23,849,723 - 23,849,723
4,599,892 - 4,599,892
194,323 - 194,323
3,208,353 - 3,208,353
78,536 - 78,536
86,040,749 (9,258) 86,031,491
61,149,908 (1,240,479) 59,909,429
2,857 (26) 2,831
3,982,529 (28,628) 3,953,901
11,349,977 - 11,349,977
(44,812) - (44,812)
4,630,611 - 4,630,611
81,071,070 (1,269,133) 79,801,937
8,314,015 (56,581) 8,257,434
355,991 - 355,991
8,670,006 (56,581) 8,613,425
10,069,469 (35,762) 10,033,707
67,524 - 67,524
(87,029) - (87,029)
10,049,964 (35,762) 10,014,202
864,827 - 864,827
2,511,710 - 2,511,710
1,456 - 1,456
48,589 - 48,589
3,426,582 - 3,426,582
57,696,460 (2,203) 57,694,257
(322,100) - (322,100)
117,718 - 117,718
57,492,078 (2,203) 57,489,875
(continued)



Government-

Other Services

Expanded

Totals Before and After

Administrative

Mandated
Assessments, Taxes,

Benefits

Reinsurance

Expenses

and Fees Other Than

Adjustments to Amounts Reported in the MMA — Revenue and Expense Schedule - Summary (continued)

9.1
9.2

Home Health, Nursing, Personal Care FFS
Hospice FFS

9.2.1 Nursing Facility FFS

11.6.1

11.10
1111

Ad

DME FFS

Other State Plan Services FFS

Other Services Subcapitation

Ending IBNP for Other Services

Other Service Settlements/AP

Total Other Services

Expanded Benefits FFS

Expanded Benefits Subcapitation

Ending IBNP for Expanded Benefits
Expanded Benefits Settlements/AP

Total Expanded Benefits

Total Services Paid Directly FFS

Total Services Paid Directly -- IBNP
Total Services Paid through Subcapitation
Total Services Paid by Settlements/AP
TPL & Fraud/Abuse Recoveries
Premium Deficiency Reserve

Subtotal Benefit Expense before Reinsurance
Reinsurance Premiums

Reinsurance Recoveries

Net cost of Reinsurance

Grand Total Medical Benefit Expense Net of Reinsurance

Fees
12.1
122
12.3
124
12,5
12.6
12.7
13.1
132
133
134
13.5
13.6
13.7
14.0

15.0
16.0
17.0

istrative E

P Gover Mandated A Taxes, and
Salaries and Benefits

Administrative Services

Information Systems

Marketing Expenses

General Administration
Compliance/Regulatory

Total Administrative Expenses

State Premium tax

Department of Insurance Assessments
Section 9010 Health Insurance Providers Fee
Other 1

Other 2

Other 3

Total

Grand Total Expenses

Underwriting Gain/(Loss) ---AKA Pre-tax Earnings from Operations

Income Tax Expense
Net Underwriting Gain (Loss)

10

Reported Adjustment Adjusted
Annual Amount No. 1 Annual Amount
15,110,835 - 15,110,835
473,789 - 473,789
4,033,098 - 4,033,098
13,659,760 (39,824) 13,619,936
6,106,517 - 6,106,517
110,952 - 110,952
(114,500) - (114,500)
39,380,451 (39,824) 39,340,627
1,596,061 35 1,596,096
29,275 - 29,275
40 - 40
767,662 - 767,662
2,393,038 35 2,393,073
258,206,202 (1,412,726) 256,793,476
1,748,853 - 1,748,853
19,997,479 - 19,997,479
8,571,404 - 8,571,404
(1,136,011) - (1,136,011)
(8,743,115) - (8,743,115)
278,644,812 (1,412,726) 277,232,086
981,294 - 981,294
981,294 - 981,294
279,626,106 (1,412,726) 278,213,380
30,787,790 - 30,787,790
3,444,328 - 3,444,328
7,342,469 - 7,342,469
685,577 - 685,577
8,900,282 - 8,900,282
(141,898) (141,898)
51,018,548 - 51,018,548
5,635 - 5,635
5,635 - 5,635
330,650,289 (1,412,726) 329,237,563
31,837,576 1,412,726 33,250,302
(3,924,645) - (3,924,645)
35,762,221 1,412,726 37,174,947



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

21
2.2
23
24
25
2.6

Total Benefits Paid through FFS and Subcapitation During the Year
Incurred but not Paid (IBNP) Ending Balance

Settlements/AP

Total Benefit Expense before Reinsurance

Net Cost of Reinsurance

Total Benefit Expense after Reinsurance

Administrative Expenses

31
3.2
33
3.4
35
3.6
4.0
5.0
6.0
Calculation of
7.1
7.2
7.3

Total Administrative Expenses from Revenue & Expense Schedule
Less: Compliance/Regulatory

Less: Lobbying/Political expenses

Less: Cash-value of Executive Bonuses Above Base Salary
Less: Other Non-allowed expenses

Administrative Expense Subject to ASR
Actuarially-sound Administrative Expense Maximum
Administrative Expenses Subject to ASR

Total Benefit and Administrative Expense subject to ASR
Pre-Tax Income and ASR

Pre-tax Income

Pre-tax Income as a Percent of Revenue

Preliminary Achieved Savings Rebate

11

Reported Adjustment Adjusted
Annual Amount No. 1 Annual Amount
$ 362,487,865 $ - $ 362,487,865

362,487,865 - 362,487,865
277,067,670 (1,412,726) 275,654,944
1,748,852 - 1,748,852
8,571,401 - 8,571,401
287,387,923 (1,412,726) 285,975,197
981,294 - 981,294
288,369,217 (1,412,726) 286,956,491
51,018,548 51,018,548
141,898 - 141,898
(215,816) - (215,816)
(123,970) - (123,970)
50,820,660 - 50,820,660
42,183,909 - 42,183,909
42,183,909 - 42,183,909
330,553,126 (1,412,726) 329,140,400

$ 31,934,739

$ 1,412,726

$ 33,347,465

8.8%
$ 6,905,173

9.2%
$ 7,611,536



Adjustments to Amounts Reported in the Medical Loss Ratio Exhibit

REVENUES
1.1 Total Revenue from Revenue & Expense Schedules
1.2 Federal Taxes and Assessments, including ACA § 9010
1.3 State Insurance, Premium and other Taxes
1.4 Regulatory Authority Licenses and Fees
1.5 Revenue Subject to MLR
EXPENSES
Benefit Expenses
2.1 Total Benefits Paid through FFS During the Year
22 Total Benefits Paid through Subcapitation During the Year
2.3 Incurred but not Paid (IBNP) Ending Balance
24 Incurred but not Paid (IBNP) Ending Balance-Subcontractor
2.5 Settlements/AP
2.6 Total Benefit Expense before Reinsurance
2.7 Net Cost of Reinsurance
2.8 Total Benefit Expense after Reinsurance
Florida-Specific Contributions
3.1 Funds to Graduate Medical Education institutions
Contributions for the Purpose of Supporting Medicaid and Indigent
32 Care
33 Total Florida-Specific Contributions
Improving Health Care Quality Expenses Incurred
4.1 Improve Health Outcomes
4.2 Activities to Prevent Hospital Readmissions
4.3 Improve Patient Safety and Reducing Medical Errors
4.4 Wellness and Health Promotion Activities
45 Health Information Technology (HIT) expenses related to Health
Improvement
46 Total of Defined Expenses incurred for improving Health Care
Quality.
5.0 Deductible Fraud and Abuse Detection/Recovery Expenses
6.0 Preliminary Medical Loss Ratio: MLR

12

Reported Adjustment Adjusted
Annual Amount No. 1 Annual Amount
$ 362,487,865 S - $  362487.865

3,924,645 3,924,645
366,412,510 . 366,412,510
257,070,194 (1,412,726) 255,657,468

9,551,495 - 9,551,495

1,748,852 - 1,748,852

8,571,401 - 8,571,401
276,941,942 (1,412,726) 275,529,216

981,294 - 981,294
277,923,236 (1,412,726) 276,510,510
3,405,576 - 3,405,576
681,379 - 681,379
622,009 - 622,009
675,452 - 675,452
1,512,488 - 1,512,488
6,896,904 - 6,896,904
642,963 - 642,963

78% 78%



Appendix B
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