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Thomas Howell
Ferguson pA.

Certified Public Accountants

Performance Audit Report on
2023 Achieved Savings Rebate Financial Report

Medicaid Program Finance
Florida Agency for Health Care Administration

Auditee: UnitedHealthcare of Florida, Inc.

This report presents the results of the 2023 Achieved Savings Rebate (ASR) Financial Report
performance audit conducted to address the audit objectives related to UnitedHealthcare of Florida,
Inc. (hereinafter referred to as the Plan) for the year ended December 31, 2023.

Thomas Howell Ferguson P.A. was engaged under Contract 84111600-20-1 dated March 1, 2021,
and MED218, as amended, to conduct the audit of the Plan’s Managed Medical Assistance (MMA)
Revenue and Expense Schedule — Summary, MMA Related-Party Transaction Schedule —
Summary, Long Term Care (LTC) Revenue and Expense Schedule — Summary, LTC 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 2023 MMA Revenue and Expense Schedule — Summary,
MMA Related-Party Transaction Schedule — Summary, LTC Revenue and Expense Schedule —
Summary, LTC Related-Party Transaction Schedule — Summary, 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 exceptions regarding the accuracy, allowability, and reasonableness of
amounts claimed in the Schedules within the ASR financial report for the year ended
December 31, 2023:

Managed Medical Assistance — Revenue and Expense Schedule — Summary

Adjustment No. 01:

The amount reported on lines 2.5, Ending IBNP for Outpatient Hospital Services, and 11.2, Total
Services Paid Directly — IBNP, Prior Year Adjustments column, included the reversal of a
($7,497,203) reserve accrual but did not properly include the original accrual of $7,497,203. As
the setting of the reserve and the offsetting reversal occurred during the same period, this resulted
in an adjustment to lines 2.5 and 11.2 of $7,497,203.

Achieved Savings Rebate Exhibit

Adjustment No. 01:

As a result of the adjustment to the MMA — Revenue and Expense Schedule -Summary, line 11.2,
Total Services Paid Directly — IBNP, line 2.2, Incurred by not Paid (IBNP) Ending Balance was
adjusted $7,497,203.

Adjustment No. 02:

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 $3,789,333 on line 1.6, Other Revenue, of its 2023 MMA Revenue and
Expense Schedule - Summary but did not exclude this amount from Revenue Subject to ASR. An
adjustment is needed to exclude DPP Administration Fees from Revenue Subject to ASR on line
1.5 of ($3,789,333).

Adjustment No. 03:

The amount reported on line 4.0, Actuarially-sound Administrative Expense Maximum, was
incorrectly calculated using incomplete member months for the MMA Maternity Kick Payment
Rate Group. Ultilizing the correct member months, the adjustment to line 4.0 is $1,441,075. This
adjustment has no effect on line 5.0 Administrative Expense Subject to ASR since the Plan’s actual
reported administrative expenses do not exceed the maximum.
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Accuracy, Allowability, and Reasonableness of Claimed Amounts (continued)

Medical Loss Ratio Exhibit

Adjustment No. 01:

As a result of the adjustment to the MMA — Revenue and Expense Schedule -Summary, line 11.2,
Total Services Paid Directly — IBNP, line 2.3, Incurred by not Paid (IBNP) Ending Balance was
adjusted $7,497,203.

Adjustment No. 02:

The Plan did not properly record in the MLR Exhibit line 2.1, Total Benefits Paid through FFS
During the Year, Prior Year Adjustments column, the amount from the prior year column of the
LTC Revenue and Expense Schedule — Summary line 4.1, Total Services Paid Directly FFS of
$4,799,640. This resulted in an adjustment to MLR Exhibit line 2.1 of the Prior Year Adjustments
column of $4,799,640.

Adjustment No. 03:

Total Benefits Paid through Subcapitation During the Year, line 2.2 of the Medical Loss Ratio
(MLR) Exhibit included amounts that were not direct medical expenses paid by the subcapitated
provider of $3,270,807. This resulted in an adjustment of ($3,270,807) to line 2.2 of the MLR
Exhibit.

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:

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

e 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.

e 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 $0. However, the final calculated rebate is to be determined by AHCA.
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Medical Loss Ratio

42 FR § 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 87%. 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, with the exception of the amounts previously described
above, the Plan has prepared its 2023 MMA Revenue and Expense Schedule — Summary, MMA
Related-Party Transaction Schedule — Summary, LTC Revenue and Expense Schedule —
Summary, LTC 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, 2023 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 2023 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 2023 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.

Tallahassee, Florida
August 26, 2024
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Performance Audit — 2023 Achieved Savings Rebate Financial Report
For the year ended December 31, 2023
BACKGROUND
Plan Overview

UnitedHealthcare of Florida, Inc. (the Plan), licensed as a health maintenance organization
(HMO), offers its enrollees a variety of managed care programs and products through contractual
arrangements with health care providers. The Plan is a wholly-owned subsidiary of
UnitedHealthcare, Inc. (UHC). UHC is a wholly-owned subsidiary of United Healthcare Services,
Inc. (UHS), a HMO management corporation that provides services to the Plan under the terms of
a management agreement. UHS is a wholly-owned subsidiary of UnitedHealth Group Incorporated
(UnitedHealth Group). UnitedHealth Group is a publicly held company trading on the New York
Stock Exchange.

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

OBJECTIVE, SCOPE, AND METHODOLOGY
Objective

Our objective was to conduct a performance audit of the Plan’s 2023 Managed Medical Assistance
Revenue and Expense Schedule — Summary, Managed Medical Assistance Related-Party
Transaction Schedule — Summary, Long Term Care Revenue and Expense Schedule — Summary,
Long Term Care 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 and Medical Loss
Ratio determinations.

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, 2023, considering revenue and medical benefits “paid dates” through
March 31, 2024.

Our scope was limited to evaluating the claimed amounts reported by the Plan for the year ended
December 31, 2023. We included the following components of the MMA and LTC revenue and
expense summary schedules for accuracy, allowability, and reasonableness:

5
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Scope (continued)

Quarterly and annual revenue;

Benefit and administrative expenses;
Other income or losses;

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

Net underwriting gain (loss).

We included the following components of the MMA and LTC 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 AHCA, 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 2023 ASR
Schedules); and
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Scope (continued)

Methodology

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.

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, 2023 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, ASR Exhibit, and MLR Exhibit;
Verification of the mathematical accuracy of the 2023 summary schedules, ASR
Exhibit, and MLR Exhibit;

Inspection of quarterly and annual reconciliations of amounts in the MMA and LTC
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 and LTC 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 and LTC revenue and expense
summary schedules and agreed to supporting documentation;
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Methodology (continued)

e Selected a representative sample* of vendor payments included in the Plan’s
subcapitated expenses of the MMA and LTC revenue and expense summary
schedules and performed recalculations in accordance with applicable contracts or
agreements;

e Seclected a representative sample* of significant other revenue and expense
transactions and obtained documentation supporting those transactions in the MMA
and LTC revenue and expense summary schedules;

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

e Performed verification of the information disclosed on the MMA and LTC related-
party schedules through independent documentation and inquiry with Plan
management;

e Traced amounts reported on the MMA and LTC 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 as well as ensured 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.
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RESULTS

Based on results of procedures performed, we identified adjustments, as described on pages two
through three 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 Maternity
Services

Dental

Transportation

Pharmacy

Adjustments to Amounts Reported in the MMA -

MEMBER MONTHS

REVENUES

1.1
1.2
1.3
1.4.1
1.5
1.6
1.7

Capitation

Transplant Kick Payments
Hepatitis C Kick Payments
Maternity Kick Payments
ACA § 9010 related payments
Other Revenue

Total Revenue

BENEFIT EXPENSES

2.1
22
2.3
24
2.5
2.6
2.7
2.7.1
2.8
3.1
32
33
3.4
3.5
3.6
3.7
3.8
4.1.1
4.2.1
4.3.1
44.1
5.1
52
53
5.4
5.5
6.1
6.2
6.3
6.4
6.5
7.1
7.2
73
7.4
7.5
8.1
8.2
8.3
8.4
8.5
8.6
8.7
8.8

Inpatient FES

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

10

Revenue and Expense Schedule - Summary

Reported Adjustment Adjusted
Annual Amount No. 1 Annual Amount
4,401,855 - 4,401,855
$ 1,248,475,353 - $ 1,248,475,353
6,158,097 - 6,158,097
31,075,331 - 31,075,331
4,539,349 - 4,539,349
1,290,248,131 - 1,290,248,131
166,657,711 - 166,657,711
(7,714,169) - (7,714,169)
92,123,637 - 92,123,637
64,857,634 - 64,857,634
(6,956,253) 7,497,203 540,950
7,083,107 - 7,083,107
1,743,585 - 1,743,585
317,795,252 7,497,203 325,292,455
100,583,377 - 100,583,377
32,448,557 - 32,448,557
20,659,287 - 20,659,287
41,548,543 - 41,548,543
(1,569,522) - (1,569,522)
26,464,491 - 26,464,491
220,134,734 - 220,134,734
24,124,229 - 24,124,229
517,507 - 517,507
24,641,736 - 24,641,736
3,052,376 - 3,052,376
74,464,175 - 74,464,175
67,818 - 67,818
77,584,370 - 77,584,370
134 - 134
134 - 134
4,987,325 - 4,987,325
32,713,211 - 32,713,211
37,700,536 - 37,700,536
291,135,281 - 291,135,281
2,930,201 - 2,930,201
(1,939,770) - (1,939,770)
0 - 0
292,125,712 - 292,125,712
(continued)



Government-

Mandated
Assessments, Taxes,

Expanded

Totals Before and After

Administrative

Other Services

Benefits

Reinsurance

Expenses

and Fees Other
Than Income Taxes

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

9.3
9.4
9.5
9.6
9.7
9.8
10.1
10.2
10.3
10.4
10.5
11.1
11.2
11.3
11.4
11.5
11.6.1
11.7
11.8
11.9
11.10

11.11

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

Administrative Expenses, Government-Mandated
Assessments, Taxes, and Fees

12.1
12.2
12.3
12.4
12.5
12.6
12.7
13.1
13.2
133
13.4
13.5
13.6
13.7
14.0

15.0
16.0
17.0

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)

11

Reported Adjustment Adjusted
Annual Amount No. 1 Annual Amount
9,155,644 - 9,155,644
5,491,364 - 5,491,364
8,522,105
11,438,368 - 11,438,368
36,348,280 - 36,348,280
1,949,554 - 1,949,554
(4,644) - (4,644)
72,900,671 - 72,900,671
15,314,685 - 15,314,685
2,553,076 - 2,553,076
207,002 - 207,002
18,074,762 - 18,074,762
889,634,011 - 889,634,011
(13,498,063) 7,497,203 (6,000,860)
151,279,006 - 151,279,006
33,542,954 - 33,542,954
(3,923,872) - (3,923,872)
1,057,034,037 7,497,203 1,064,531,240
1,280,239 - 1,280,239
1,280,239 - 1,280,239
1,058,314,276 7,497,203 1,065,811,479
8,409,362 - 8,409,362
18,466,525 - 18,466,525
12,851,018 - 12,851,018
121,144 - 121,144
87,924,451 - 87,924,451
953,370 - 953,370
128,725,871 - 128,725,871
1,187,040,147 7,497,203 1,194,537,350
103,207,984 (7,497,203) 95,710,781
19,648,593 - 19,648,593
83,559,391 (7,497,203) 76,062,188
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