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Section I
Executive Summary

At the request of Adam M. Cole, General Counsel of the California State
Department of Insurance, we have been retained to review multiple Anthem
Blue Cross (i.e., ABC) individual health insurance rate filings and determine
whether or not these filings meet the requirements of the State’s 70% lifetime loss
ratio.

The scope of our review was defined as:

e Review current and recent Anthem rate filings to become familiar with
them, the benefit plans, rating structure and methodologies used to
develop rates and rate increases

e Review correspondence between the Department and Anthem regarding
rates and rate filings

e Familiarize ourselves with extensive data provided to the Department by
Anthem regarding these rates, rate filings, and rate increases

e Develop list of additional information needed from Anthem,
communicate that to the Department, and request from Anthem

e Identify all key actuarial assumptions used by Anthem to prepare
information for rate filing

e Evaluate all key actuarial assumptions

e Independently develop sample rates for validation and comparison to
Anthem rates

e Validate Anthem calculations to determine appropriateness and accuracy

o Test rates to determine whether they meet loss ratio requirements of the
Department (i.e., the 70% lifetime loss ratio rule)

e (Clarify our understanding of Department’s position on loss ratio testing
and what elements can be included to satisfy the loss ratio requirements.

e Provide oral report as soon as information is available

e Communicate with the department on a regular basis as to progress on
project and any interim findings

e Prepare written report for Department

e Present findings of report as directed by department (i.e., hearing, etc.)

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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We have accessed a significant number of materials for this review including
multiple additional data requests from Anthem Blue Cross. This information
was collected by the California Department of Insurance and provided by them
to us for our analysis. We independently reviewed this information without
direct communication with or explanation by Anthem Blue Cross staff. We
developed multiple data requests and lists of questions that Anthem responded
to. We do not have any concern about our understanding of the information.
We have assumed that the information and data provided by Anthem Blue Cross
are complete and accurate. We are not expressing any opinion about the
accuracy of the information or data provided by Anthem Blue Cross. If any of
the information or data provided by Anthem Blue Cross was incomplete or
inaccurate, our findings and conclusions may be affected. We are not aware of
any effort by Anthem Blue Cross to misrepresent any of the information or data
we reviewed.

Our most significant findings are as follows:

e Anthem Blue Cross projection methodologies
0 Based upon a thorough review of Anthem’s calculations we found
several errors in Anthem’s methodology used to project total
lifetime loss ratios. Correcting these errors resulted in lower
lifetime loss ratios than initially calculated by Anthem. Some of the
errors created material differences, while others created more
minor differences in total lifetime loss ratios.

The following errors were identified:

0 Error #1(material): Double counting of aging in the calculation
of underlying medical trend! for the projection of total lifetime

T Underlying medical trend is an estimate of the rate of inflation health care costs will be subject
to under these policies. This is a combination of both a utilization component and a unit cost
component. Utilization refers to the rate at which individual insureds use the health care system.
Unit cost refers to the increase in costs of specific items. The underlying medical trend is subject
to a variety of adjustments to be appropriate for a specific health insurance product. Correcting
for the errors described earlier, Anthem’s underlying medical trend for this rate filing was 14%
per year.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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loss ratio. Anthem developed product specific trend factors

from its assumed underlying medical trend assumption of
19.8%.

This underlying trend assumption was to exclude:

* the effects of the aging of the insured population;

* the time elapsed since policy effective date (i.e. policy
duration);

* any changes in the proportions of healthy vs. unhealthy lives
remaining in the insured population due to the tendency
that healthy lives lapse their policies sooner than unhealthy
lives;

* the leveraging effect of fixed deductibles and copayment
amounts on net benefit costs; and,

* changes in the distribution of the population by benefit mix.

It turns out that Anthem failed to remove the impact of aging
which in essence resulted in an overstatement of the underlying
medical trend. Additionally, there were several other errors in
the trend calculation including not annualizing the measured
trend. The combination of these errors including the aging,
resulted in a reduction of the 19.8% underlying trend
assumption to 16.7%. The 16.7% is the overall product
weighted trend including deductible leveraging. Without
deductible leverage, this corresponds to an underlying trend of
14.0%.

0 Error #2(material): Anthem overstated the initial medical trend
used to project claims for September 2009 for known risk factors.
The approach Anthem used to calculate the trend factor to apply at
the very beginning of their projection (i.e. to September 2009 from
the base period June 2008 through May 2009) was incorrect and
results in a material overstatement of trend, especially for newer
plans such as Smart Sense and CDHP Non-Maternity. The
correction results in a 7.6% reduction of the starting claims cost for

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety
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SmartSense at Sept. 2009 and 4.0% reduction for CDHP Non-
Maternity.

Error #3(minor): Adjustment to weighted average number of

months between successive periods used to obtain annual historical
trend (i.e., used to project September 2009 - December 2009 claims).
For SmartSense a specific formula error made this more significant.

Error #4 (minor): Adjustment to weighted average number of
months from base period to starting month (i.e., September 2009),
rather than the assumed 9.5 months to project January 2009 and
later claims.

Error #5 (moderate): Combination of adjustments to reflect

multiple changes in methodology to project more accurate results

0 Seasonality adjustment (e.g., CY deductible) based upon
experience by plan

0 Re-estimation of September 2009 - December 2009 experience
based upon seasonality-adjusted base period, rather than single
month estimates

0 Alternative premium projection calculations based upon
existing and new sales cohorts and modified premium trend
approach

0 Alternative claims to premium relativity factors by duration
based upon Anthem experience, including removing the re-
widening of the claim to premium ratio for policy years 11+.

0 Discounting of incurred claims by an additional 0.5 months
relative to premium

0 Other variations applicable to alternate scenarios

We have no concerns in how Anthem structures their rates
We have no concerns in how Anthem makes area rating
adjustments

We have no concerns regarding Anthem’s use of underwriting
rating tiers.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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We have no concerns regarding Anthem’s age/gender slope for
making rates

We have no concerns with Anthem’s use of or selection of
deductible leveraging factors

We have no concerns with Anthem’s selection of lapse rate
assumptions. We question whether the currently proposed and
requested rate increases would results in comparable lapses. We
confirmed that these lapse assumptions were consistent with
Anthem’s recent lapse study.

We have no concerns about the claims data used by Anthem in
projections, and were able to reconcile claims data to that shown in
their General Ledger.

We do have concerns about how initial Anthem Blue Cross rating
structures are changed to new structures in subsequent years and
the rate consequences that might occur on some policyholders (e.g.,
unisex rates changed to gender specific rates, rating structure
changes, area factor changes, etc.). Some policyholders, as a result
of the structure change, will experience significant rate increases
above and beyond what might normally be expected. We have
recommended incorporating a maximum rate increase that would
apply whenever a rating structure changes, thus protecting
policyholders from unusual rate increases.

e Total Lifetime Loss Ratio Projections

(0}

(0]

All products as filed by Anthem showed a projected a total lifetime
loss ratio greater than 70%

After correcting for Anthem Blue Cross methodological errors, the
projected total lifetime loss ratios for all Anthem products is
reduced from those levels presented by Anthem. As a result
SmartSense total lifetime loss ratios are less than 70% putting this
product out of compliance. All of the other products have reduced
lifetime loss ratios but continue to be greater than 70%.

Assuming that the filed total lifetime loss ratio was a measure of an
acceptable product performance level for Anthem, we have
recalculated plan-specific rate increases for each plan that match
the filed total lifetime loss ratio for each product. Each of these

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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increases is smaller than requested as part of the initial filing as a
result of the methodological corrections we have recommended.

The following table presents the reduced rate increases that match
the filed total lifetime loss ratios included in the original rate filings

by Anthem Blue Cross.
Impact on Rate Increase of Matching Filed Total Lifetime Loss Ratio
Initial Corrected
Initial Corrected Rate Rate
Product LLR LLR Increase Increase | Difference
SmartSense 75.19% 67.90% 22.7% 6.5% -16.2%
Share 72.85% 70.60% 32.0% 22.7% -9.3%
Right 73.80% 72.40% 29.1% 23.9% -5.2%
Tonik 71.96% 70.50% 29.5% 24.5% -5.0%
Saver 76.13% 73.20% 16.3% 4.7% -11.6%
CDHP - with maternity 144.75% 138.00% 32.7% 23.5% -9.2%
CDHP - without Maternity 78.94 % 73.30% 12.3% 2.8% -9.5%
3500 79.83% 75.50% 16.6% 7.4% -9.2%
Overall 76.39% 76.4% 25.4% 15.2% -10.2%

This table shows that Anthem Blue Cross could reduce their average rate
increase by 10.2% and still achieve the Lifetime Loss Ratio they forecasted
in their rate filing, once their methodology was corrected. The average
rate increase was reduced from 25.4% to 15.2%.

e We independently developed key assumptions (i.e., referred to as Best
Estimate assumptions later in this report) and used the corrected Anthem
Methodology to project Total Lifetime Loss ratios based upon Anthem’s
tiled rate increases.

0 All products as filed show total lifetime loss ratios greater than
70%.

0 Assuming that the filed total lifetime loss ratio was a measure of an
acceptable performance level for each plan for Anthem, we
recalculated plan-specific rate increases for each plan that matched
the filed total lifetime loss ratio. All of the products had a total
lifetime loss ratio greater than 70% with the exception of
SmartSense which puts it out of compliance. Each of these
increases was smaller than requested as part of the filing.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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AHP Best Estimate Assumptions
Impact on Rate Increase of Matching Filed Total Lifetime Loss Ratio

Initial Corrected
Initial Corrected Rate Rate
Product LLR LLR Increase Increase | Difference
SmartSense 75.19% 67.6% 22.7% 5.8% -16.9%
Share 72.85% 70.4% 32.0% 21.9% -10.1%
Right 73.80% 72.2% 29.1% 23.2% -5.9%
Tonik 71.96 % 70.3% 29.5% 23.8% -5.7%
Saver 76.13% 73.0% 16.3% 4.0% -12.3%
CDHP - with maternity 144.75% 137.4% 32.7% 22.6% -10.1%
CDHP - without Maternity 78.94 % 72.9% 12.3% 2.1% -10.2%
3500 79.83% 75.1% 16.6% 6.6% -10.0%
Overall 76.39% 72.3% 25.4% 14.5% -10.9%

Applying our recommended inflationary trend value of 13.5%, the other
best estimate assumptions and correcting all of the methodological
changes this suggests that Anthem Blue Cross could reduce their
composite rate increase by 10.9% and still achieve the filed Lifetime Loss
Ratio.

0 The lower rate increases shown in the preceding table result in the
same total lifetime loss ratios as were filed with the original
Anthem rate filings. As mentioned elsewhere in this report,
beginning with the 2010 rate filing, Anthem Blue Cross no longer
presented their expense assumptions in the rate filing but
presented the total Lifetime Loss Ratio. The complement of this
loss ratio (i.e., 76.4% as filed) is 23.6%. This suggests that Anthem
Blue Cross has agreed that they are willing and able to keep their
expense and margins to 23.6%.

We have analyzed the above assumptions and have characterized them in

terms of a range of reasonable assumptions for each product. We have
developed a “best estimate” assumption that was used in the AHP
assumptions shown above. We have also developed “low” and “high”
assumptions which define the range of reasonable assumptions from

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Axene Health Partners, LLC

www.axenehp.com

Page 7




Review of Anthem Blue Cross 2010 Rate Increases
May 4, 2010

which Anthem could have selected its assumptions. The impact on
calculations by using the “low” assumption is as follows:

Applying the “low” assumptions for each product has the following
impact on the AHP lifetime loss ratio:

AHP “Low” Assumptions
Impact on Rate Increase of Matching Filed Total Lifetime Loss Ratio
(correcting double counting of aging, computational errors)

Initial Corrected
Initial Corrected Rate Rate
Product LLR LLR Increase Increase | Difference
SmartSense 75.19% 64.9% 22.7% 2.7% -20.0%
Share 72.85% 69.4% 32.0% 17.0% -15.0%
Right 73.80% 70.8% 29.1% 17.7% -11.4%
Tonik 71.96 % 68.4% 29.5% 18.1% -11.4%
Saver 76.13% 71.6% 16.3% -2.6% -18.9%
CDHP - with maternity 144.75% 131.7% 32.7% 15.5% -17.2%
CDHP - without Maternity 78.94 % 68.5% 12.3% -4.9% -17.2%
3500 79.83% 71.8% 16.6% -0.2% -16.8%
Overall 76.39% 70.0% 25.4% 8.9% -16.5%

Four products fall below the 70% threshold putting them out of
compliance. However, the composite overall lifetime loss ratio for these
products is 70.0%. The file rate increase drops by 16.5% to a composite of
8.9% compared to the 14.5% value for our best estimate.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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Applying the “high” assumptions for each product has the following
impact on the AHP lifetime loss ratio:

AHP “High” Assumptions
Impact on Rate Increase of Matching Filed Total Lifetime Loss Ratio
(correcting double counting of aging, computational errors)

Initial Corrected
Initial Corrected Rate Rate
Product LLR LLR Increase Increase | Difference
SmartSense 75.19% 72.0% 22.7% 14.9% -7.8%
Share 72.85% 71.1% 32.0% 25.0% -7.0%
Right 73.80% 74.4% 29.1% 31.3% +2.2%
Tonik 71.96 % 72.9% 29.5% 33.2% +3.7%
Saver 76.13% 74.7 % 16.3% 10.9% -5.4%
CDHP - with maternity 144.75% 144.1% 32.7% 31.8% -0.9%
CDHP - without Maternity 78.94% 72.9% 12.3% 33.2% 19.9%
3500 79.83% 77.9% 16.6% 12.4% -4.2%
Overall 76.39% 74.7 % 25.4% 21.1% -4.3%

None of the products fall below the 70% threshold. The composite overall
lifetime loss ratio for these products is 74.7%. Even though this is a “high”
scenario, the filed rate increase still drops by 4.3%. The filed rate increase
of 25.4% drops to 21.1%.

We have developed year by year projections of the total lifetime loss ratio
showing the transition of loss ratios from today through the end of the
policy lifetime included in the projections of each product. This is
included in Appendix M. This can be used to show the emergence of
overall loss ratio levels over the policy’s anticipated lifetime.

Following this Executive Summary, Section II provides critical background
information regarding the pricing of individual health insurance products.
Section III provides information about the key issues affecting all of the policy
forms. Section IV presents our assessment of each of the products and whether it

This report has been prepared for the exclusive use of the California Department of Insurance and
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met the 70% lifetime loss ratio. Section V presents important information on
related questions and considerations.

Multiple Appendices have been included which will elaborate on discussions
presented elsewhere in this report.

We would like to recognize the valuable assistance provided by the Department
of Insurance Staff and the thorough responses by Anthem Blue Cross actuarial
staff to our multiple requests for additional information. Without this help we
would not have been able to complete this review within the required timeframe.
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Section II
Background About Individual Health Insurance Pricing

Introduction

Pricing of individual health insurance products is a complex process. The
insurance company provides a significant promise to pay future medical claims.
As described in a recent article released by the American Academy of Actuaries
(See Appendix A):

To fulfill this promise, a health insurer must remain financially viable, that is, it must
be adequately capitalized. Sound financial management depends on sound plan design,
appropriate cost controls, administrative efficiency, a sound investment strategy,
continued marketplace competitiveness, effective marketing and sales, and premiums
corresponding to the claims that can be expected from the insurer’s policyholders.
State insurance authorities are responsible for ensuring that insurers are adequately
capitalized to meet their obligations.

In many states the Department of Insurance also promulgates rules and
regulations regarding minimum loss ratios. The minimum loss ratio requires
that the insurance company spend no less than X% of the premium on claims.
For example, in the State of California there is a 70% loss ratio test applied over
the policy lifetime. Appendix B presents another article by the American
Academy of Actuaries on Minimum Loss Ratios.

Role of Professional Actuarial Oversight

The actuarial profession has for the most part been self-regulated throughout its
existence. Basic education and educational credentials are provided through the
Society of Actuaries or the Casualty Actuarial Society. Experience qualifications
(perhaps the equivalent of a license to practice as an Actuary) is provided by the
American Academy of Actuaries.

To provide the experienced actuary guidance for consistency in how they should
practice, the American Academy of Actuaries has established a variety of tools
that dictate how actuaries behave professionally. These are summarized in
Actuarial Standards of Practice (ASOPs), practice notes, Guidelines for
Professional Conduct, etc. In addition, there is a related discipline organization
that investigates charges of improper actuarial practice.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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Although self-regulated, the oversight process is significant and actuaries are
held to a very high standard of professional performance.

Environment for This Review

As mentioned earlier, the California Department of Insurance primary objective
for this review is a determination of whether or not Anthem Blue Cross’
proposed 2010 individual rates meet the 70% test described in its regulations.
We have analyzed this and present our findings in this report. This assessment
has been completed using the same professional guidelines that an actuary
preparing rates for rate filing, or certifying to a lifetime loss ratio requirement
uses.

It is important to realize that our findings are based upon objective criteria. It is
highly likely that a review separately completed by a comparably trained actuary
would reach the same or very similar conclusions.

Controversial Findings

No matter what answer we give to the question we were asked to answer, this
report will undoubtedly become controversial. The primary purpose of this type
of review is to provide the correct answer independent of who likes or dislikes
the outcome. We have done all we can to obtain the correct answer. We
understand the potential disappointment of those who may well not be able to
accept or agree with our final assessment. The concerns about the validity of our
assessment will likely be minimized as individuals try to understand the
complexities of measuring the Lifetime Loss Ratio. The current process of
submitting annual rate filings is an automatically self-correcting process. When
actual experience does not exactly follow that projected in the previous year’s
rate filing, the subsequent year calculation of lifetime loss ratio and proposed
rate increase is adjusted.

The analysis required to complete this review is extremely complex. We have
tried to carefully explain it in this report to enhance the understanding of the
average person who does not have actuarial experience.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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Other Related Issues

There are a variety of related issues that should be considered to understand the
appropriateness of specific rate developments, filings and loss ratio testing. This
process is very complex and depending upon what enabling legislation or
regulations exist may inadvertently cause or lead to specific market behaviors
that are challenging to oversee.

Some of the more important issues are:

e Marketplace confidence: a company with small marketshare wanting to
increase their marketshare may want to mimic or emulate the behavior of
another competitor to enhance their ability to be more attractive to the
marketplace. They may have lower than average marketplace confidence.
On the other hand, a plan with significant marketshare may choose to
make changes to what they are doing just because they want to. They
would be characterized as a plan with high marketplace confidence. No
matter what level of marketplace confidence it is important for all plans to
provide thorough justification of why they want to make changes so the
Department can understand the rationale of the proposed change or
changes. Without equitable treatment across all carriers, it is too easy for
the confident plans to act as a “marketplace bully”. This requires enabling
regulations for the Department to appropriate oversee this issue. This is
an important issue for the Anthem review based upon our reading of the
many questions asked by Department staff via emails.

e Maximum Rate Increase Protection: Whenever there are major structural
changes in how rates are applied, it is nearly impossible to anticipate who
is impacted the most. The simplest solution to this problem is
superimposing a maximum rate increase for any policyholder. This is a
simple thing to implement and provides important protection to
policyholders.

e Health care reform: The recently passed health care reform will have an
impact on rates and rate filings. For example the prohibition of gender-
specific rates will force companies to use unisex rates. Now that the
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reform bill has been passed there are a variety of new rules that apply to
all health policies.

How rate increases are implemented: The specific methodology that
applies to the implementation of rate increases is as important as the rate
increases themselves. Many companies apply a rate increase on renewal,
which suggests a staggered implementation model. Others might increase
everyone as of a specific date as long as they haven’t had an increase in
the past N months. The rate filing needs to clearly explain what the
intention is and how it will be implemented.

Comparison of PMPM claims cost and PMPM premium changes over
time: Tracking the historical changes of both claims cost and premiums
provides valuable information in knowing whether a specific rate increase
is reasonable. For example, if rates have been unchanged for a period of
time and claims costs regularly increase, it is more reasonable to expect a
larger increase since it included some “catch up” from prior periods. On
the other hand, if several years of larger increases are occurring and are
far ahead of any claims cost change, the continuation of larger rate
increases is suspect to more scrutiny. We have included several tables in
Appendices E-1 through E-5 showing how the premium and claims have
changed historically and how they are forecast to change in the future.
This type of information is beneficial to understand rate increases and
Lifetime Loss Ratios.

Collaborative working relationship with Department: As many
industries are learning, collaborative working relationships oftentimes are
resulting in more favorable results than produced by alternative methods.
We recently completed a national survey of hospital contracting strategies
by health plans and found that the best results for the health plan
occurred when collaborative/ collegial negotiations occurred. This was
counter intuitive to most since individuals believed that a “hard-ball”
negotiation approach got better results. We are strong believers that
carriers need to maintain a collaborative relationship with the Department
of Insurance to achieve the most favorable position for them corporately.
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The opposite of collaborative behavior has been described as “internally-
competitive, command-and-control behavior. This is a form of self
absorption. Another form of self absorption is lack of understanding how
others feel” .2 (See Appendix H for entire article).

Our reading of the multiple email correspondence between the
Department and Anthem’s actuaries and input from the Department’s
actuaries suggest that Anthem’s relationship with the Department has not
been as collaborative as it could have been. We have no information to
explain why Anthem may have taken this approach. We have no
information from Anthem on their perspective of the relationship with the
California Department of Insurance. This assessment is not to cast blame
on any specific party but rather to describe our perception of the
relationship between Anthem and the Department of Insurance and the
reviewing actuaries.

2 The Culture of Collaboration, Evan Rosen, July 21, 2009
http:/ /collaborationblog.typepad.com/ collaboration/2009/07/index.html
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Section III
Review of Key Issues Impacting All Policies

Introduction

Our review of Anthem Blue Cross rates was completed in two stages. First, we
reviewed a listing of key issues that impacted all individual products offered by
Anthem Blue Cross. Second, we reviewed each individual policy to answer the
primary question asked by the Department of Insurance (i.e., did the plans meet
the 70% loss ratio requirements). This Section presents the results of our Key
Issues analysis.

The Anthem Blue Cross rate filings dated November 6, 2009 present the average
rate increase for each Plan in the Actuarial Memorandum and then proceed to
justify that rate increase by demonstrating that the Present Value of both the
Total Lifetime Loss Ratio and the Future Lifetime Loss Ratio for each plan are at
or above the 70% threshold established by the Department of Insurance.

In similar rate filings for rate increase effective dates of March 1, 2008 and prior,
the Actuarial Memorandums included a description of the non-claims cost
expenses, risk and profit margin assumptions for each plan (i.e. the company
retention cost portion) expressed as a percent of the anticipated premium
charges, as well as the information describing the calculations and assumptions
used in deriving the Lifetime Loss Ratios. Since the retention charges are not
included in the most recent filing dated November 6, 2009, we presume that the
complement of the calculated present value of the Lifetime Loss Ratios in the
Actuarial Memorandums can be interpreted as Anthem’s projection of their
current measurement of or target for the present value of the anticipated
retention charges over the lifetime for these eight individual health insurance
plans. The calculated Lifetime Loss Ratio for 7 of the 8 plans filed ranged from
72.0% to 79.8% in the Nov. 6, 2009 Actuarial Memorandums . The eighth plan
(Lumenos or CDHP with maternity coverage) is an outlier with a projected
Lifetime Loss Ratio of 144.8%. However, the weighted average for all 8 plans is
76.4%. This means that the complement of this LLR ratio, which then represents
the present value of retention charges over the life of these plans, is projected to
be 23.6% of the present value of premium.
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The Actuarial Memorandums for 3/1/08 and prior showed an itemization of the
company retention portion of premium into 6 categories of charges, which
totaled approximately 29.5% of premium. While these were expressed as a
percent of premium, logically, not all of these expenses or risk charges should be
increasing at the same rate as healthcare inflation each year. For example,
administrative expenses and selling expenses certainly should not be increasing
at a rate as high as the company’s health claims expense trend, nor should profit
or risk margins. Therefore, we would expect the retention cost as a percent of
premium to continue to decline over time. So the currently filed present value
for the lifetime retention charges as a percent of premium in the 23-24% range
does not seem out of line. This is an important point to keep in mind and will be
discussed further in Section IV and the Executive Summary, where we discuss
our recommendations for the rate increases.

Since the focal point of the Actuarial Memorandums is the 70% Lifetime Loss
Ratio test in order to demonstrate compliance with California’s regulatory
requirement for rate increases, the issues discussed in this section of our report
focus on those components (i.e. methodology, formulas, trends and other
assumptions) that are considered key issues to be addressed in calculating the
Lifetime Loss Ratios on a present value basis. Additional premium-related
issues addressed in our analysis are also discussed further below.

Issues Directly Related to the Calculation of the Lifetime Loss Ratios
Primary issues impacting the calculation of the expected lifetime loss ratios
include the following items, which are each discussed in more detail below:

e Underlying healthcare claims trend, excluding the effects of policy
duration, aging, deductible leveraging, etc.

e Assumed durational curve for claims (or claims index curve by policy
duration), which is a type of claims trend present in individual health
insurance coverage (i.e., for a specific block, or cohort of insured lives,
particularly for underwritten insurance) not included in the underlying
healthcare claims trend above

e The effects of the aging of the covered population from one year to the
next (another addition to the underlying claims trend in the Lifetime Loss
Ratio calculation)
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e Deductible leveraging of health care trends (another component that
needs to be recognized as additional health care trend not included in the
underlying trend)

e Recognition of plan-mix changes in historical experience and projections

e Recognition of seasonality of claims.

e Comparison to normative underlying claims trend rates for California

e Total claims trend is the combined (i.e., compounded) effect of the above
components of trend

e Historical experience baseline used in projecting future claims

e The assumed durational curve for premiums (or premium index curve by
policy duration)

e The relationship between the claims index and the premium index curves

e Total premium rate increases

e Premium rate adjustments to reflect differences from prior assumptions

e Subscriber renewal distribution by calendar month

e Lapse assumptions

e Cohort of members used to project the anticipated Lifetime Loss Ratio (i.e.
those members sold prior to 3/1/2011)

e Interest rate used to accumulate past values and discount future values

e Blocks excluded from the analysis

e Opverall calculation methodology used in the determination of the
projected Lifetime Loss Ratios.

The findings of our review of each of the above issues are discussed below.

e Underlying Claims Trends - These claims trends might be considered the
“pure underlying health care trends” excluding all of the following;:

0 the effects of the aging of the insured population;

0 the time elapsed since policy effective date (i.e. policy duration);

0 any changes in the proportions of healthy vs. unhealthy lives
remaining in the insured population due to the tendency that
healthy lives lapse their policies sooner than unhealthy lives;

0 the leveraging effect of fixed deductibles and copayment amounts
on net benefit costs; and,

0 changes in the distribution of the population by benefit mix.
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In other words, the underlying claims trend generally refers to the trend
associated with covered unit cost charges and any general utilization
changes for a stable, non-aging population, excluding the above items.
The table in Appendix D shows the estimated underlying claims trends
based on the AHP analysis of Anthem claims experience during the two-
year period ending August 31, 2009. Note that column (A) shows the
original trend factors in the Anthem filings for each of the eight plans,
including a consolidated annual trend rate of 19.8%. However, the
Actuarial Memorandums stated that these trend factors “excluded the
effects of duration.” Upon review, it was determined that this was not
true, since one of the components of durational effect on trend, the effect
of aging, was included in both these trends as well as the durational
claims index factors.

Column (B) of Appendix D shows the result when the effects of aging are
removed from these trend factors. The composite 19.8% for all plans was
reduced to 16.7% to eliminate the double counting. In addition, the effects
of deductible leveraging should also be removed from the trends in order
to get to the underlying trend rate. This resulted in a 14.0% composite
underlying claims trend rate based on the Anthem experience for the 12-
month period Sept 1, 2007 to May 31, 2008 to the 12-month period Sept. 1,
2008 to May 31, 2009 for most of the plans. In the case of Smart Sense and
CDHP with maternity 2 recent six month periods were used. In effect, this
should have been the underlying claims trend assumed in Anthem’s LLR
projections if the Company believed that their historical trend rate would
continue for the foreseeable future. Because of the double counting for
aging, Anthem’s composite trend used as the underlying claims trend was
16.6% (see bottom of Col. (A)) through Dec. 2010. Thereafter, a flat 8%
trend was used in the projections for this underlying trend rate for all
years.

The LLR projections are illustrated in Appendix J. Using the first page of
this appendix as an example. The numbers in the “Other” column in each
table under the section called “Claims PMPM” show the calendar year
underlying claims trends including deductible leveraging. For example,
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the 1.180 represents a projected annual trend of 18.0% for 2010 grading
down to the flat 8% for calendar year 2012 and later.

Claims Index Curve - The underlying claims trend for individual health
insurance is only one component of the total healthcare trend experienced
for individual comprehensive major medical insurance. The member
application process for such insurance includes the submission of a Health
Questionnaire that helps an insurance company determine whether the
applicant is insurable first of all, and if so, whether he is a standard or
substandard risk according to the Company’s underwriting rules and
actuarial pricing assumptions used to determine the premium rates. The
general expectation for the initial claims cost of a newly underwritten
block of business is that the average cost of healthcare will be somewhat
lower than the average cost expected for the general population at-large,
which has not been subjected to an underwriting process. It is not
unusual for such a block of new issues to experience a cost of healthcare
that is 60% - 70% (i.e., 30-40% below) of the average cost of healthcare in
the general population. Then as this block of newly underwritten policies
moves further away from the point of underwriting (i.e. from the effective
dates of coverage) the cost of health care will increase at rates significantly
higher than simply the rate of the underlying claims trend rates, especially
during the first policy year. There are several reasons for this. First, the
effects of underwriting wear off over time. This “convergence to the
mean” effect is most pronounced during the first duration. That is, as
time goes on and all other things remain equal, the tendency for that
insured population is to converge to the average healthcare costs present
in the general population. So this is the first cause for this tendency that
raises the trend of an insured population above the trend in the general
population.

A second cause for this tendency is that healthy lives tend to terminate
their coverage at a disproportionately higher rate than the less healthy
lives. This kind of trend accelerator is also not present in the general
population.
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A third important cause, the effect of the aging of the insured population,
is discussed separately below. There may be other factors that impact
trend within an insured population, such as a change in the mix of
coverage type, especially the tendency toward increasing out-of-pocket
costs as a trade-off to increasing premiums. Appendix E shows the claims
index factors by duration developed by Anthem. These factors were used
in their LLR projections.

The “Index” column in the “Claims PMPM” section in each of the tables in
Appendix ] shows the net effect of duration on the claims index curve
using the claims index numbers in Anthem’s Actuarial Memorandums
and the AHP adjusted index numbers summarized on a calendar year
basis in the Lifetime Loss Ratio projections.

Our analysis of the approach Anthem used in calculating the trend factor
to be applied to project the cost of claims for the very first month of their
projection period (i.e. to September 2009 from the base period of June 2008
through May 2009) showed that this was done incorrectly and resulted in
a material overstatement of trend for especially the new plans, Smart
Sense and CDHP Non-Maternity.

For example, in the case of Smart Sense, the first table of Appendix G
shows that in effect, Anthem’s methodology derived the annual trend for
the claims index by calculating the increase in the weighted average of
risk factors (for plan mix and claim duration factor) from the six-month
period, 3/08 to 8/08 to the six month period a year later 3/09 to 8/09.
This calculation estimated the annual trend due to these risk factors to be
15.5% out of the total trend of 29.7%. However, using this kind of
approach for the duration trend tends to be distorted most in the early
years of a product lines existence (as is the case for Smart Sense). In this
case, the weighted average index factors for both the base period (6/08 to
5/09) and for 9/09 can be calculated directly. There is no need to go back
2 years to calculate a trend factor, especially at a point where there is such
a wide swing in trend, and assume that this large increase will continue
into the future. Nevertheless, this annualized trend (15.5%) for the claims
duration and plan mix component of trend along with the underlying
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trend factor was used to project the 9/09 starting pmpm claims cost by
Anthem. Our direct calculation of the trend due to the change in risk
factors from the base period to Sept. 2009 estimated this trend to be only
2.9%. A summary of the error is shown in Appendix F. Note that the
component for duration and plan mix impact on trend in the Anthem
calculation for this same period of time was, in effect, 11.3% and the AHP
calculation determined this trend component to be only 2.9%. As the table
shows, the Anthem trend for duration increased the base period pmpm by
21.4%, while the AHP trend determined that it should only have been
increased by 12.2%. This correction resulted in a 7.6% reduction in the
starting PMPM cost for SmartSense at Sept. 2009 and 4.0% reduction for
CDHP Non-Maternity, the two newest plans. The error was somewhat
smaller for the other 6 plans and ranged from a 2.9% reduction for PPO
Saver to a 1.0% increase for Tonik (see Appendix F).

Again using Appendix ] to illustrate the use of the duration index trends
as part of the total trends, the “Index” column under the “Claims PMPM”
section of each table shows the component of these calendar year trends.
For example, the comparable trend from the claims index component for
2010 is shown by the index factor of 1.065, indicating an annual trend of
6.5%.

The effects of aging - As mentioned above, a third important factor that
affects trend for an insured population is the aging of the population.

This again is not present to the same degree in the general population as it
is in an insured population. There is basically a two-fold effect to aging in
an insured population. First, each subscriber that stays in the block
becomes one year older thus adding one year to the average age of the
population. However, there is also a tendency for younger subscribers to
terminate their coverage sooner than older subscribers. Therefore, this
second effect causes the average age of an insured population to increase
by more than one year each year. During our analysis of Anthem’s
approach to separating the effects of duration and age from their overall 2-
year historic claims trend to arrive at the “underlying claims trend” of
their insured population, the effects of aging were present in both their
“estimate of underlying claims trend” and in the “claims index curve,”
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which resulted in a double counting of the effects of aging in the overall
trend used by Anthem in their LLR projections. This impact was
discussed in more detail above.

Deductible Leveraging - The Glossary in Appendix C discusses
deductible leveraging in detail. Higher observed trends in net benefits are
due to the leveraging impact of fixed deductibles, which results in having
the member absorb a smaller portion of the overall health care cost with
each passing year. This occurs when the deductibles don’t increase
annually to keep up with underlying trends. Note that product-specific
trends were developed based on the combined medical and pharmacy
deductible leveraging impacts, which represent ratios of the net benefit
cost (i.e., incurred claims) trend to the underlying trend (i.e., in covered
healthcare cost, before application of member cost-sharing). The medical
component of the product-specific deductible leveraging factors on trend
were derived from Milliman Health Cost guideline assumptions, based on
plan deductibles, and the pharmacy component of deductible leveraging
factors were based on Anthem’s own experience data, separately for plans
where pharmacy is subject to a high major medical deductible per year
versus plans where pharmacy is not subject to such a deductible. This
overall approach used to develop product-specific trends reflective of
expected differences caused by deductible leveraging seems reasonable.

Recognition of plan-mix changes - Plan mix changes were backed out of
the historical claims experience and properly accounted for in the
underlying healthcare cost trend, which included the elimination of the
effects of duration or claims duration indexing from the historical claims
experience. No specific assumptions have been factored into future
projections for future changes in plan mix in the LLR calculations.
However, since any such assumption would impact premium and claims
proportionately, assumptions for future plan mix changes would not
materially impact the Future LLR. We find this approach to be reasonable
as well.

Recognition of seasonality - Claims payment experience within a
calendar year will tend to have a “seasonality” effect. Seasonality is the
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variation in claims cost by calendar month. To the extent that a specific
month of the year has a higher or lower health cost on a consistent basis,
this is called seasonality. This is especially true for high deductible health
insurance plans. It takes time for an insured member to accumulate
enough healthcare costs to reach the deductible level for the plan of
coverage in the calendar year. The larger the deductible, the longer the
average time to accumulate enough healthcare costs to reach the
deductible for that year. Therefore, incurred claims costs will tend to be
relatively low in the early months of the year (i.e., while the costs are
being accumulated) but gradually will increase throughout the rest of the
year and will reach their highest levels pmpm during the fourth quarter of
a calendar year. The first four months of the projection period were
September through December, 2009. Therefore, this is exactly the period
of time in the year that the health costs are expected to be at their highest
point. Therefore, it is very important that seasonality is properly reflected
for this four month period, while at the same time the higher trend
expected due to seasonality for these four months is not then also carried
forward into the trend for the subsequent full calendar year of the
projection. In doing so, claims for September through December 2009
were based on the trended claims from the corresponding last four
months of 2008. This resulted in generally higher loss ratios being
projected for the four-month period September to December 2009,
reflective of the seasonal pattern of experience observed for the last four
months of 2008, although these estimates were somewhat less credible
since they were based on only a single month'’s (or collectively 4 months’)
experience.

Starting with 2010 claims, however, projected claims were projected based
on average annual rates without seasonality. In other words, monthly
seasonality was not directly factored into the projected monthly costs.
Generally this will tend to average out, particularly over a longer
projection period such as is used in the LLR models, although the
application of lapse rates and discounting would tend to give greater
weight to the early months of 2010, causing a slight overstatement in LLR.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Page 24
Axene Health Partners, LLC

www.axenehp.com




Review of Anthem Blue Cross 2010 Rate Increases
May 4, 2010

AHP’s estimates of Anthem’s underlying average seasonality factors are
shown in Appendix I, with the last two tables showing the details of our
calculations. We developed these underlying seasonality factors to
facilitate testing of the measured historical trend (for possible distortion
due to seasonality caused by high deductibles, particularly for blocks with
significantly changing membership), as well as to test the sensitivity of the
LLR to such factors when applied against the lapsing membership base
(i.e., for the cohort of membership being projected forward). Additionally,
this facilitated using estimates for Sept. 09 through Dec. 09 based on the
trended, seasonally adjusted base period experience rather than the single
month projections. The impact of considering and incorporating monthly
seasonality into all future year projections varied by plan, with an impact
on the future LLR generally less than 0.5% (higher for DCHP /3500 plans),
compared to not using any seasonality adjustment for any months.

Overall we found the approach taken to be generally reasonable, except
that several calculation/methodology issues involved in these calculations
needed some correction/ modification, as noted below.

Normative claims trend - While we had eliminated the double counting
of aging from the Anthem trend assumptions, we also needed to assess
the reasonableness of their underlying trend assumption. We compared
Anthem’s value to AHP proprietary normative trend information for
California. Based upon this comparison we estimate that the Anthem
average “underlying claims trend” appears to be about 0.5% higher than
we expect over the next year based on our normative data. Our best
estimate trend, including both utilization and unit cost inflation is 11.5%.
In pricing of health care policies it is our practice to add a provision for
adverse deviation to such estimates to be sure that our pricing assumption
will be reasonably adequate, since there is no guarantee that the recent
past trend history is a perfect predictor of future trend. Pricing of these
types of policies usually would include a 2% margin, yielding a trend
assumption of 13.5%. We refer to this margin as a “trend miss” margin.
By increasing the underlying estimate by 2%, we are estimating a best
estimate value for pricing that would likely result in appropriate trend.
Anthem’s assumption after adjustments, including the elimination of the
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double counting for aging, was 14.0%, thus the 0.5% difference from our
normative expectation.

Total claims PMPM trend - The combination of the claims trend
components discussed above is shown in the “Total” column under the
“Claims PMPM” section of Appendix J. These are the total claims trends
that are used in the calculation of the present value of claims and
ultimately lead to the calculation of the Lifetime Loss Ratio projections
shown on the right side of the tables in Appendix J.

Historical experience base - The base period used as the basis for
projecting future pmpm claims costs was the 12 month period beginning
with June 2008 through May 2009 (i.e. 6/08 - 5/09) for each of the eight
plans. It is reasonable to begin with a recent experience period that
already has experienced some run-out (i.e., in this case three months) in
order to minimize the amount of the base period claims cost that is itself
dependent on the accuracy of an estimate (i.e. the expected claims run-out
or claims reserves). Also, using a 12-month base period eliminates the
complications of and reduces the need to include seasonality for future
years. This base period claims cost was then trended forward using 2
separate trend rates: one was used to project claims costs from the
midpoint of the base period to Sept 2009, and the other product-specific
trend was used to project claims costs from the base period to Jan 2010 &
beyond. A separate base period was used to project claims to the period
September to December 2009. These were projected based on the trended
experience from September 2008 through December 2008; again,
separately by plan and block. With the exception of the disagreements
already noted above involving the double counting of aging, the
estimation of the claims index trend rate for the September 2009 pmpm
costs and a few other minor adjustments, the overall projection approach
seemed reasonable.

Premium Index Curve - Premium rates for individual health insurance
are actuarially calculated to strike a balance among at least three often
competing or even conflicting issues:
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0 On the one hand, there is a desire to keep the Company solvent and
profitable as an ongoing concern.

0 On the other hand, competition pushes toward reducing premiums
as much as possible so that the Company can at least maintain an
acceptable market share and possibly even grow their market
share.

0 Third, the marketplace has a desire for the best and highest benefit
levels at the lowest possible cost.

Actuarially recognizing these competing or conflicting issues requires that
rates be calculated with a long-term view of the individual health
insurance market. If the company were satisfied to write newly
underwritten business and only expect it to survive about a year, it might
be possible (though probably not legal or practical) to offer a deep
discount for new business and charge only the level of premium required
to pay the company’s first year claims and retention costs (including a
profit margin). However, the company would then find that in order to
keep that block of new business profitable, there would need to be a
massive rate increase for the second year (i.e., probably on the order of
50% or more). This of course would eliminate any possibility of writing
any new business, unless it was legal to offer new business at the deeply
discounted rate again. So they would have to come out with a new plan
that could be written for another year at a deeply discounted rate (i.e.,
again, not legal). However, to qualify for this coverage, medical
underwriting would be required. Since this kind of approach is obviously
not possible, the actuarial approach to premiums is to use the long-term
view for a block of business, which leads to the discussion of the premium
index curve. In trying to balance the conflicting issues above, rates may
be discounted to some extent but to a much lesser degree than the effect of
underwriting on claims cost could warrant for new business.

Taking a long term view requires that the level of discount be limited to a
level that will allow for a more gradual progression of future rate
increases with the recognition that the actual loss ratio for the block in its
first year or so will be low and gradually grow with duration in order to
satisfy the regulatory lifetime loss ratio requirements. In the case of
Anthem’s assumptions, the premium index factors in their Lifetime Loss
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Ratio projections for the 2010 rate filing are in the range of 0.901 to 0.945 at
the time of issue and grow to 1.0 for year 2 and increasing thereafter.
Further increases for subsequent durations take into account the double
effect of aging discussed for the claims index curve above. That is, those
lives that stay on for an entire year add a full year to their average age but
the entire block ages by more than a year because younger lives terminate
their coverage at a faster pace than older lives. The table of the premium
index curve used in the Anthem projections and listed in their Actuarial
Memorandums is shown on a calendar year basis (i.e., based on the
weighted average membership by duration using corresponding
durational factors) under the “Index” column in the “Premium PMPM”
section of the tables in Appendix J. Using the first table from Appendix ]
to illustrate, note that the 2010 premium index component of total
premium trend for Smart Sense is 1.018, which means this component of
trend is 1.8%. Note that generally the claims index trend factors are
higher than the premium index factors. First of all, both types of index
factors have been derived from actual experience for Anthem business
validated and at times, adjusted, by our consulting team as needed. The
claims index is generally higher because the only factor affecting the
premium index is aging, whereas the claims index is affected by not only
aging but a number of other factors as already discussed above.

Relationship between the claims index and the premium index curves -
Anthem recently analyzed historical claims and premium data by
duration to develop claims and premium index factors from recent
experience. The data was analyzed into three plan type groupings.
Appendix H shows the ratios of claims to index factors used that were
developed by Anthem in the first column for each plan grouping. AHP
slightly modified the claims index factors for a somewhat smoother
progression of factors. This would not have resulted in a material effect on
the projected LLRs. However, in addition to the smoothing, Appendix H
shows that the ratio of claims to premium indexes although also lowered
for smoothing purposes, resulted in a more significant reduction at
durations 11+ in all cases. This had a slightly larger impact on the LLR.
However, in general, the decrease in the LLR was less than 0.5%. In terms
of credibility, we questioned the appropriateness of having the claims
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index factor jump by about 10 percentage points more at durations 11+
than the premium index factor, when the two indexes were converging
and virtually equal to one another at durations 8, 9 and 10. This did not
appear to be a reasonable and thus led to the approach we followed for
these later durations.

Total premium rate increases - The premium rate increases each year are
calculated on the basis of the observed prior period experience for a block
of business, expected future new business, expected trend factors and
similar conflicting issues already enumerated above. The actuarial
calculations each year attempt to balance these conflicting issues both in
the short term, if possible, but especially in the long term to maintain
stability of the block of business as well as comply with regulatory
requirements. The total rate increase, like the total claims trend increase,
has more than one component. In addition to the premium index
discussed above, there is the additional increase required to adjust the
overall increase either upward or downward depending on where recent
experience shows the loss ratios to be compared to overall company
requirements. One major component of the required rate increase is the
underlying claims trend. Additionally, to the extent that the most recent
year experience studies by plan show that the prior year premium rate
increases were either higher than needed to meet the minimum required
regulatory LLR or lower than needed to meet company requirements for
profitability as currently measured, the next requested rate increase would
need further adjustment (i.e., reduce the requested rate increase to a level
lower than the expected future claims cost trends in order to bring the
LLR back into compliance with regulatory requirements in the former case
or an increase in the requested rate increase to a level higher than the
expected future claims trend to bring Company profitability back in line
for the latter case).

The lifetime loss ratio model attempts to estimate how future experience
will evolve and implicitly factors in differences between prior estimates
and subsequent actual experience by the inclusion of actual historical
experience in the calculations. The tables in Appendix J show the
projected year-to-year claims cost increases as well as the year-to-year
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anticipated premium rate increases. The “Total” column in the “Premium
PMPM” section of the tables in Appendix ] shows the projected total
average increase by calendar year for each plan. The immediately
following 12-month period after the effective date of a rate increase, the
total rate increase shown in the model is calculated to be sufficient to meet
both company as well as regulatory requirements based on the expected
claims experience over the next year or two. Thereafter, the total
premium trend assumed in the model is made up of an underlying trend
of 8% (effective 3/1/11 and thereafter), consistent with the claims trend
assumption starting 1/1/11, plus any add-on due to the premium index
curve factored into projected pmpm premiums each month as the
membership cohorts advance in duration. Also refer to Appendix L in
which we test the sensitivity on the LLR from using a higher premium
rate increase assumption of 10% starting in 2011 (3/1/11), with a
corresponding claims trend of 10% starting in 2011 (1/1/11). Even though
the future claims & premium trends are increased by the same %, this still
causes a slight increase in the Future LLR of approx 0.5%, caused
primarily by the impact on the 2011 annual loss ratio (due to timing
difference, with claims experiencing the higher trend starting 2 months
earlier than the premium revenue) as well as due the compounding effect
of trends which gives greater weight to the later durations, when the loss
ratios are higher.

Rate increase required in addition to effects of duration - To some extent
this additional rate increase has already been implicitly included in the
discussion above. This section is intended to underscore the fact that total
rate increase is made up of both the effects of a duration curve and an
additional rate increase required to the extent necessary to cover the
expected trend in PMPM claims costs. The “Other” column under the
“Premium PMPM” section of the tables in Appendix E-2 shows these
calendar year increases. The calendar year 2010 and 2011 values are the
result of the analysis of financial results in the two year experience period
ending 5/31/09 and observed annual trend projected to the 12 months
immediately following the effective date of the rate increase approval for
purposes of the Lifetime Loss Ratio projections. Thereafter, the “other”
PMPM premium increases were assumed to be equal to the “other”
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PMPM claims increases (i.e. 8% per year) with a slight timing difference in
2010.

Subscriber renewal distribution by month - The Actuarial Memorandum
for each plan listed that plan’s renewal month distribution. We validated
the reasonableness of the stated distributions but had some disagreement
in exactly how these distributions were used in the formulas of the
Lifetime Loss Ratio projections methodology. This is one of the
components of our discussion above about some disagreements with
Anthem’s approach that were not material to the projected Lifetime Loss
Ratio but were still used in our projections. For example, we applied a
different assumed distribution of renewals associated with the cohort of
members arising from new sales after the valuation date, since the
distribution for the existing block (skewed to March 1 for most of the
plans because of the transition to a March 1 focal date for renewals) would
not be appropriate for new sales. Other differences related to our
approach of using more of a cohort approach compared to Anthem’s more
simplified approach are noted in Appendix N.

Lapse assumptions used - We have reviewed the calculation of applicable
lapse rate assumptions that were used in the Lifetime Loss Ratio
projections and found that this was reasonable based on Anthem’s
experience. Additionally, as outlined in our descriptions of alternative
Scenarios 6-9, we tested the sensitivity of the LLR results to higher/lower
lapse assumptions for each plan, in combination with variations in other
assumptions, where the lapse rates are applied in the LLR calculations to
project monthly membership by duration. In general, increasing the lapse
rates reduces the calculated LLRs due to reducing the weight being given
to the experience in later durations, which have higher projected loss
ratios. For example, increasing the lapse rates to 110% of the originally
assumed, experience-based rates at each duration results in a reduction in
the Future LLRs of approximately 0.5% on average for tested plans, with
results varying somewhat by plan. Conversely, using lower lapse rates
increases the projected FLLR.
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Cohort of members in projection -The cohort of members that are
included in the Lifetime Loss Ratio projections are basically those
members of each block that had a policy effective date prior to 3/1/2011
(i-e. exactly 12 months after the originally requested effective date of the
present rate increase filing). This is done in order to ensure that the
projected LLR does appropriately capture the entire lifetime experience
(based on progression of durational factors) in the LLR. In contrast, if new
sales cohorts were added to all future years and included in the
calculation, much of the experience included in the LLR calculation would
only capture the early duration, lower loss ratio experience from new
sales, thus understating the true lifetime loss ratio of such members.

Thus, we believe that this approach is reasonable. Additionally, since it is
virtually impossible to accurately predict the absolute level of future
health care costs many years into the future, especially in today’s
environment, and in order to not bias the results of the LLR projections
with assumptions made for future years’ trends and other assumptions,
the underlying trend rates for both premiums and claims were each set to
8% to neutralize each other in future years. Thus, the differences in
premium vs. claims duration factors are the primary drivers of any
changes in future loss ratios, apart from the underlying trend assumptions
and rate increases in the immediate future.

Discount Rate - Similar to the impact of varying the lapse rate,
assumptions increasing the interest rate used to accumulate past values
and discount future values result in the lowering of the weights being
applied to the experience in later durations relative to early durations. As
a result, given the higher projected loss ratios at the later durations, this
results in a reduction in the calculated LLR. Testing the sensitivity of this
assumption, the impact varies by plan. Increasing the discount rate by 1%
reduced the LLR by a range that varied from 0.1% to 0.6%.

Blocks excluded from analysis - We did not include any block C business
in our analysis, since this represented business that was written before
July 2007 and terminated before July 2007 for which the regulatory
requirement was a 50% LLR.
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e Opverall calculation methodology - Lifetime Loss Ratio projections were
calculated by accumulating the all past premiums and claims to Sept. 1,
2009 and all future projected premiums and claims were discounted to the
same date. Please refer to Appendix N for further details regarding our
projections.

Other Premium-Related Issues Addressed in Our Analysis
In addition to the above issues that specifically drive the calculation of the
Lifetime Loss Ratio projections, the following issues were also examined:

1. Reconciliation of Anthem General Ledger and Claims reported for each
plan - We were able to reconcile the claims data information by plan
provided and used by Anthem with the General Ledger claims
information provided by Anthem. We concluded that Anthem has
accurately reported the claims information for each of the plans by time
period.

2. Area Factor Analysis - We compared actual rates by region with the area
factors that were used to develop these rates and concluded that the area
factors were consistent with the proposed rate tables. The area factors
were based upon Anthem health cost studies by region. We did not
evaluate the reasonableness of any of the Anthem rate factors. We did
observe an iterative process performed by Anthem as they refined the area
factors for use. Area factor analysis and studies require large volumes of
consistent information and we understand and accept the significant
amount of actuarial judgment that is required to finalize such calculations.

Rating Structure in 2010 Rate Filing:
Smart Sense - per individual member, gender specific
PPO Share - 4 tier, unisex
Lumenos - 1 member, 2+ members, gender specific
PPO Saver - 1 member, 2+ members, gender specific
3500 - 1 member, 2+ members, gender specific
Right Plan - per member, gender specific
Tonik - per member, gender specific
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The rate filings for March, 2010 have developed three rates in three
different formats:

e Per individual member on a gender specific basis

e Equivalent to 4-Tier rates with unisex rates (subscriber, sub +
spouse, sub + children, family)

e Equivalent to 2-Tier rates with gender specific rates (1 person, 2 or
more persons)

We compared rate relativities for types 2 and 3 with our AHP
proprietary demographic models for both 2-Tier and 4-Tier rate
structures and found the relationships to be consistent with what
we expected. We found no concern areas in the way Anthem
created these rate relationships.

We did not analyze the impact of any change in structure from
prior periods. We discuss the potential for concern in other parts of
this report.

3. Underwriting rating tiers - We reviewed Anthem’s description of how
rates for various underwriting tiers were developed. This is reasonable.
We did not review how rating tiers were assigned to specific individuals
based upon underwriting criteria.

4. Rate relativity by age - We reviewed the rate slope by attained age by
comparing it to proprietary AHP information showing how health costs
vary by age and gender. The results of this analysis confirmed the
reasonableness of the relativities used by Anthem to make age specific
rates. The best comparisons occurred when there were no maternity
benefits in the Anthem benefit plan. We also analyzed loss ratios by 10
year age bands to determine whether actual experience was matching the
age slope used to make rates. The loss ratios were very consistent by age
band with the highest loss ratios occurring for the 20 - 29 age categories
for most plans. The following table shows these results.
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3500 Deductible Plans 00-19 20-29 30-39 40-49 50-59 60+ IBNR  TOTAL
2005 27% 61% 37% 44% 36% 59% 43%
2006 26% 48% 46% 40% 56% 58% 50%
2007 30% 58% 51% 54% 54% 60% 55%
2008 49% 68% 54% 60% 60% 59% 61%
2009 32% 44% 51% 57% 49% 51% 56%
All 35% 56% 50% 53% 54% 57% 55%

Lumenos w/ Maternity

00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
2005 0% 0% 0% 0% 0% 0% 0%
2006 0% 0% 0% 0% 0% 0% 0%
2007 52% 65% 102% 25% 61% 24% 64%
2008 61% 190% 173% 63% 40% 53% 117%
2009 66% 222% 131% 85% 41% 47% 125%
all 62% 194% 147% 70% 43% 48% 116%
Lumenos no Maternity
00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
2005 0% 0% 0% 0% 0% 0% 0%
2006 0% 0% 0% 0% 0% 0% 0%
2007 0% 0% 16% 746% 0% 0% 269%
2008 70% 194% 53% 46% 50% 33% 55%
2009 56% 68% 62% 45% 38% 39% 51%
all 61% 109% 59% 46% 42% 37% 52%
PPO Share Plans
00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
2005 67% 99% 78% 63% 59% 66% 66%
2006 68% 81% 67% 58% 62% 64% 63%
2007 61% 102% 85% 63% 61% 68% 69%
2008 75% 96% 71% 74% 66% 68% 71%
2009 59% 97% 75% 71% 59% 70% 75%
all 67% 95% 75% 66% 62% 67% 69%
Right Plan
00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
2005 65% 89% 72% 65% 58% 54% 69%
2006 59% 80% 72% 64% 59% 67% 67%
2007 51% 78% 65% 64% 60% 54% 64%
2008 60% 77% 66% 79% 60% 53% 69%
2009 55% 66% 63% 61% 81% 47% 70%
all 58% 78% 68% 67% 63% 55% 68%
PPO Saver
00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
2005 90% 68% 65% 61% 48% 63% 60%
2006 90% 44% 58% 59% 53% 94% 62%
2007 53% 71% 44% 61% 57% 74% 60%
2008 53% 60% 48% 62% 63% 58% 60%
2009 79% 105% 72% 66% 63% 62% 74%
all 74% 65% 57% 61% 56% 71% 62%
Smart Sense
00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
2005 0% 0% 0% 0% 0% 0% 0%
2006 0% 0% 0% 0% 0% 0% 0%
2007 64% 136% 15% 5% 87% 63% 57%
2008 56% 73% 66% 58% 51% 47% 62%
2009 61% 62% 62% 56% 56% 38% 68%
all 59% 66% 63% 57% 54% 41% 66%
Tonik (excluding Dental/Vision)
00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
2005 60% 93% 65% 80% 52% 146% 78%
2006 59% 76% 75% 74% 68% 114% 73%
2007 64% 78% 68% 71% 65% 72% 72%
2008 54% 64% 71% 65% 63% 39% 64%
2009 56% 60% 63% 67% 71% 24% 68%
all 59% 71% 69% 69% 66% 57% 69%
Overall
00-19 20-29 30-39 40-49 50-59 60+ IBNR TOTAL
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Section IV
Assessment of Specific Product Rate Increases

Introduction

The multiple issues discussed in Section III impact each of the products and the
assessment of whether or not they meet the 70% Lifetime Loss Ratio
requirements. By reviewing them at a global level we were more quickly able to
gain a better understanding of the actuarial work completed by Anthem. This
section more directly focus on each of the individual products and our comments
in this section will be specifically addressed by each of the individual plans.

We have presented five distinct scenarios for each product to provide the
assessment of the 70% Lifetime Loss Ratio. This assessment is challenging and
we believe this format will provide what the Department needs to evaluate the
reasonableness of the rate increases and the Lifetime Loss Ratio. The scenarios
are:
e Scenario 1: Information as filed by Anthem
e Scenario 2: Adjusted information reflecting methodology corrections with
rate increases as filed by Anthem
e Scenario 3: Same as Scenario 2, except adjusting rate increase to match
Lifetime Loss Ratio as filed by Anthem
e Scenario 4: AHP Best Estimate Assumptions, methodology corrections,
including AHP methodology where different from Anthem, rate increase
as proposed by Anthem in Scenarios 1 and 2.
e Scenario 5: Same as Scenario 4, except adjusting rate increase to match
Lifetime Loss Ratio as filed by Anthem

For each product and scenario we present the following information in table
format:
e Assumed underlying trend prior to deductible leveraging and other
adjustments
e Product specific trend reflecting deductible leveraging and other
adjustments
e Historical loss ratio dating back to 2005
e Projected Future Lifetime Loss Ratio
e Projected Total Lifetime Loss Ratio
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e Composite rate increase

We have also developed a year by year summary of the total Lifetime Loss Ratio
as it emerges today through the end of the product’s lifetime as projected for
each of the 5 scenarios. This information is presented in Appendix C. This
shows how the projected losses change from today’s values to that projected for
the total policy lifetime.

Smart Sense

For the Smart Sense product, Anthem requested an average 22.8% rate increase
based upon a product specific average trend of 18.7%. The combination of these
assumptions produced a projected total Lifetime Loss Ratio of 75.2%. Correcting
for a double counting for the effects of aging on trend in Anthem’s calculation
process, the product specific trend was reduced to 15.7%. Using Anthem’s
requested rate increase with the corrected trend rate resulted in a projected total
Lifetime Loss Ratio of 67.9%, below the minimum 70%. If the rate increase were
to be reduced in order to match the filed projected total Lifetime Loss Ratio, the
rate increase would drop to 6.5%. Applying AHP assumptions to the projections
and using the requested rate increase, the projected total Lifetime Loss Ratio is
67.6%. Adjusting the rate increase to match the filed projected total Lifetime Loss
Ratio, reduced the rate increase to 5.8%.

Analysis of Smart Sense Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase

1 16.6% 18.7% 65.7% 76.5% 75.2% 22.8%
2 14.0% 15.7% 65.6% 68.2% 67.9% 22.8%
3 14.0% 15.7% 65.6% 76.7% 75.2% 6.5%
4 13.5% 15.2% 65.6% 67.9% 67.6% 22.8%
5 13.5% 15.2% 65.6% 76.7% 75.2% 5.8%

The bottom line for Smart Sense products is that the rate increases as filed when
corrected result in projected Lifetime Loss Ratios below 70%. Applying a lower
rate increase than filed will match Anthem’s projected total Lifetime Loss Ratios
when incorporating the AHP corrections in the calculations. These reduced rate
increase scenarios range from 5.8% - 6.5%.
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PPO Share

The PPO Share product filing requested a 32% average rate increase based upon
a product specific average trend of 21.0%. The combination of these assumptions
produced a projected total Lifetime Loss Ratio of 72.8%. Correcting for the same
double counting in Anthem’s calculation process, the product specific trend was
reduced to 17.7%. Using Anthem’s requested rate increase and revised trend
resulted in a projected total Lifetime Loss Ratio of 70.6%, still above the
minimum allowed amount. If the rate increase is reduced to match the filed
projected total Lifetime Loss Ratio, the rate increase would drop to 22.7%.
Applying AHP assumptions to the projections and using the requested rate
increase, our projected total Lifetime Loss Ratio is 70.4%. Adjusting the rate
increase to match the filed projected total Lifetime Loss Ratio, reduced the rate
increase to 21.9%.

Analysis of PPO Share Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio Increase

1 16.6% 21.0% 71.7% 74.0% 72.8% 32.0%
2 14.0% 17.8% 71.6% 69.7% 70.6% 32.0%
3 14.0% 17.8% 71.6% 74.2% 72.8% 22.7%
4 13.5% 17.1% 71.6% 69.3% 70.4% 32.0%
5 13.5% 17.1% 71.6% 74.2% 72.8% 21.9%

The bottom line for PPO Share products is that the rate increases as filed, even
when corrected result in projected Lifetime Loss Ratios in excess of 70%, thus
meeting the regulatory requirements of the State of California. Lower rate
increases than filed will match Anthem'’s projected total Lifetime Loss Ratios
when recognizing corrections to Anthem’s methodological calculations. These
reduced rate increase scenarios show reduced rate increases of 21.9% - 22.7%.

PPO Saver

The PPO Saver product filing requested a 16.3% average rate increase based
upon an average product specific trend of 18.8%. The combination of these
assumptions produced a projected total Lifetime Loss Ratio of 76.1%. Correcting
for methodological errors in Anthem’s calculation process, the product specific

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Page 38
Axene Health Partners, LLC

www.axenehp.com




Review of Anthem Blue Cross 2010 Rate Increases
May 4, 2010

trend was reduced to 15.8%. Using the requested rate increase in the filing and
the revised trend resulted in a projected total Lifetime Loss Ratio of 73.2%, still
above the minimum level allowed. If the rate increase is reduced in order to
match the filed projected total Lifetime Loss Ratio, the rate increase would drop
to 4.7%. Applying AHP assumptions to the projections and using the requested
rate increase, our projected total Lifetime Loss Ratio is 73.0%. Adjusting the rate
increase to match the filed projected total Lifetime Loss Ratio, reduced the rate
increase to 4.0%.

Analysis of PPO Saver Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (2005- | Lifetime Lifetime Rate
Scenario Trend Trend 9/2009) Loss Ratio | Loss Ratio Increase

1 16.6% 18.8% 68.6% 85.5% 76.1% 16.3%
2 14.0% 15.8% 68.4% 79.2% 73.2% 16.3%
3 14.0% 15.8% 68.4% 86.6% 76.1% 4.7%
4 13.5% 15.3% 68.4% 78.8% 73.0% 16.3%
5 13.5% 15.3% 68.4% 86.6% 76.1% 4.0%

The bottom line for PPO Saver products is that the requested rate increase as
tiled, even when corrected results in projected Lifetime Loss Ratios in excess of
70%, thus meeting the regulatory requirements of the State of California. Lower
rate increases than filed will match Anthem’s projected total Lifetime Loss Ratios
when recognizing corrections to Anthem’s methodological calculations. These
reduced rate increase scenarios range from 4.0% - 4.7%.

Right Plan

The Right Plan product filed for a 29.1% average rate increase based upon a
product specific average trend of 17.7%. The combination of these assumptions
produced a projected total Lifetime Loss Ratio of 73.8%. Correcting for
methodological errors in Anthem'’s calculation process, the product specific trend
was reduced to 15.0%. Using the requested rate increase along with the
corrected trend resulted in a projected total Lifetime Loss Ratio of 72.4%, still
above the minimum allowed level. If the rate increase is reduced to match the
filed projected total Lifetime Loss Ratio, the rate increase would be reduced to
23.9%. Applying AHP assumptions to the projections and using the requested
rate increase, our projected total Lifetime Loss Ratio is 72.2%. And adjusting the
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rate increase to match the filed projected total Lifetime Loss Ratio reduced the
rate increase to 23.2%.

Analysis of Right Plan Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase

1 16.6% 17.7% 71.6% 75.7% 73.8% 29.1%
2 14.0% 15.0% 71.5% 73.2% 72.4% 29.1%
3 14.0% 15.0% 71.5% 75.8% 73.8% 23.9%
4 13.5% 14.4% 71.5% 72.8% 72.2% 29.1%
5 13.5% 14.4% 71.5% 75.9% 73.8% 23.2%

The bottom line for Right Plan products is that the requested rate increase as
tiled, even when corrected results in projected Lifetime Loss Ratios in excess of
70%, thus meeting the requirements of the State of California. Lower rate
increases than filed will match Anthem’s projected total Lifetime Loss Ratios
when recognizing corrections to Anthem’s methodological calculations. These
reduced rate increase scenarios range from 23.2% - 23.9%.

Tonik

The Tonik Plan product filed for a 29.5% rate increase based upon a product
specific trend of 19.5%. The combination of these assumptions produced a
projected total Lifetime Loss Ratio of 72.0%. Correcting for methodological
errors in Anthem’s calculation process, the product specific trend was reduced to
16.5%. Using the requested rate increase and the revised trend resulted in a
projected total Lifetime Loss Ratio of 70.5%, still above the minimum allowed. If
the rate increase is reduced to match the filed projected total Lifetime Loss Ratio,
the rate increase would drop to 24.5%. Applying AHP assumptions to the
projections and using the requested rate increase, our projected total Lifetime
Loss Ratio becomes 70.3%. Adjusting the rate increase to match the filed
projected total Lifetime Loss Ratio, reduced the rate increase to 23.8%.
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Analysis of Tonik Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase

1 16.6% 19.5% 71.0% 72.5% 72.0% 29.5%
2 14.0% 16.5% 70.9% 70.2% 70.5% 29.5%
3 14.0% 16.5% 70.9% 72.6% 72.0% 24.5%
4 13.5% 15.9% 70.9% 69.8% 70.3% 29.5%
5 13.5% 15.9% 70.9% 72.6% 72.0% 23.8%

The bottom line for the Tonik Plan products is that the requested rate increase as
filed, even when corrected results in projected Lifetime Loss Ratios in excess of
70%, thus meeting the regulatory requirements of the State of California. Lower
rate increases than filed will match Anthem’s projected total Lifetime Loss Ratios
when recognizing corrections to Anthem’s methodological calculations. These
reduced rate increase scenarios range from 24.5% - 25.3%.

Lumenos CDHP - no maternity

The Lumenos CDHP - no maternity Plan product filed for a 12.3% rate increase
based upon a product specific trend of 20.3%. The combination of these
assumptions produced a projected total Lifetime Loss Ratio of 78.9%. Correcting
for methodological errors in Anthem’s calculation process, the product specific
trend was reduced to 17.1%. Using the requested rate increase and the revised
trend resulted in a projected total Lifetime Loss Ratio of 73.3%, still above the
minimum allowed. If the rate increase is reduced to match the filed projected
total Lifetime Loss Ratio, the rate increase would drop to 2.8%. Applying AHP
assumptions to the projections and using the requested rate increase, our
projected total Lifetime Loss Ratio becomes 72.9%. Adjusting the rate increase to
match the filed projected total Lifetime Loss Ratio, reduced the rate increase to
2.1%.
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Analysis of Lumenos CDHP (no mat) Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase
1 16.6% 20.3% 52.2% 80.7% 78.9% 12.3%
2 14.0% 17.1% 52.1% 74.7 % 73.3% 12.3%
3 14.0% 17.1% 52.1% 80.8% 78.9% 2.8%
4 13.5% 16.5% 52.1% 74.2% 72.9% 12.3%
5 13.5% 16.5% 52.1% 80.8% 78.9% 2.1%

The bottom line for the Lumenos CDHP - no maternity Plan products is that the
requested rate increase as filed, even when corrected results in projected Lifetime
Loss Ratios in excess of 70%, thus meeting the regulatory requirements of the
State of California. Lower rate increases than filed will match Anthem’s
projected total Lifetime Loss Ratios when recognizing corrections to Anthem'’s
methodological calculations. These reduced rate increase scenarios range from
2.1% -2.8%.

Lumenos CDHP - with maternity

This Lumenos CDHP (with mat) Plan product was filed for a 32.7% average rate
increase based upon an average product specific trend of 20.3%. The
combination of these assumptions produced a projected total Lifetime Loss Ratio
of 144.8%. Correcting for methodological errors in Anthem’s calculation process,
the product specific trend was reduced to 17.1%. Using the requested rate
increase and revised trend resulted in a projected total Lifetime Loss Ratio of
138.0%, still well above the minimum allowed. If the rate increase is reduced to
match the filed projected total Lifetime Loss Ratio, the rate increase would drop
to 23.5%. Applying AHP assumptions to the projections and using the requested
rate increase, our projected total Lifetime Loss Ratio becomes 137.4%. Adjusting
the rate increase to match the filed projected total Lifetime Loss Ratio, reduced
the rate increase to 22.6%.
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Analysis of Lumenos CDHP (with mat) Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase

1 16.6% 20.3% 115.6% 151.4% 144.8% 32.7%
2 14.0% 17.1% 115.4% 143.1% 138.0% 32.7%
3 14.0% 17.1% 115.4% 151.8% 144.8% 23.5%
4 13.5% 16.5% 115.4% 142.3% 137.4% 32.7%
5 13.5% 16.5% 115.4% 151.8% 144.8% 22.6%

The bottom line for Lumenos CDHP (with Mat) Plan products is that the
requested rate increase as filed, even when corrected result in projected Lifetime
Loss Ratios well in excess of 70%, thus meeting the regulatory requirements of
the State of California. Lower rate increases than filed will match Anthem’s
projected total Lifetime Loss Ratios when recognizing corrections to Anthem'’s
methodological calculations. These reduced rate increase scenarios range from
22.6% - 23.5%.

3500 Plan (R420 - T160)

The 3500 Plan product was filed for a 16.6% average rate increase based upon an
average product specific trend of 20.8%. The combination of these assumptions
produced a projected total Lifetime Loss Ratio of 79.8%. Correcting for
methodological errors in Anthem'’s calculation process, the product specific trend
was reduced to 17.5%. Using the requested rate increase and revised trend
resulted in a projected total Lifetime Loss Ratio of 75.5%, still well above the
minimum allowed. If the rate increase is reduced to match the filed projected
total Lifetime Loss Ratio, the rate increase would drop to 7.4%. Applying AHP
assumptions to the projections and using the requested rate increase, our
projected total Lifetime Loss Ratio becomes 75.1%. Adjusting the rate increase to
match the filed projected total Lifetime Loss Ratio, reduced the rate increase to
6.6%.
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Analysis of 3500 Plan Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase

1 16.6% 20.8% 58.0% 86.6% 79.8% 16.6%
2 14.0% 17.5% 57.9% 80.9% 75.5% 16.6%
3 14.0% 17.5% 57.9% 87.2% 79.8% 7.4%
4 13.5% 16.9% 57.9% 80.4% 75.1% 16.6%
5 13.5% 16.9% 57.9% 87.2% 79.8% 6.6%

The bottom line for 3500 Plan products is that the requested rate increase as filed,
even when corrected result in projected Lifetime Loss Ratios well in excess of
70%, thus meeting the regulatory requirements of the State of California. Lower
rate increases than filed will match Anthem’s projected total Lifetime Loss Ratios
when recognizing corrections to Anthem’s methodological calculations. These
reduced rate increase scenarios range from 6.6% - 7.4%.

All Plans Combined
We developed a composite of all plans to show the overall impact of each of the
five scenarios.
Analysis of All Plans Combined Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (2005- | Lifetime Lifetime Rate
Scenario Trend Trend 9/2009) Loss Ratio | Loss Ratio Increase
1 16.6% 19.8% 69.5% 79.8% 76.4% 25.4%
2 14.0% 16.7% 69.3% 74.2% 72.6% 25.4%
3 14.0% 16.7% 69.3% 80.1% 76.4% 15.2%
4 13.5% 16.1% 69.3% 73.8% 72.3% 25.4%
5 13.5% 16.1% 69.3% 80.1% 76.4% 14.5%

This shows reduced rate increases across all plans in the range of 14.5% - 15.2%
instead of the original 25.4% rate increase.

Transition of Total Lifetime Loss Ratio

As part of our analysis we prepared some exhibits for each plan showing how
the current loss ratios transition to the total Lifetime Loss Ratio on a year by year
basis. This information is shown for each of the five scenarios for each product
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and can be found in Appendix M. To provide an explanation of these exhibits,
we have included the exhibit for Smart Sense. See how Scenario 1 shows the
progression by year of the total Lifetime Loss Ratio from 56.54% to the overall
75.19%. In Scenario 2 (filed rate increase with corrected methodology) all of the
loss ratios throughout the product lifetime are less than 70%. Lowering the rate
increase (i.e., Scenario 3) to match the total Lifetime Loss Ratio shown in Scenario
1, dramatically reduces the number of years where the loss ratio is less than 70%.

In Scenario 4 where we are using AHP best estimate assumptions and correct
methodology but at filed rate increase, we also find all years to be less than 70%.
As the rates are lowered in Scenario 5, the number of years below 70% is
significantly decreased resulting in an acceptable lifetime loss ratio.

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future Lifetime Future Lifetime Future Lifetime Future  Lifetime Future Lifetime
SmartSense
Pre 2008 - 56.54% - 56.44% - 56.44% - 56.44% - 56.44%
2008 - 61.87% - 61.77% - 61.77% - 61.77% - 61.77%
2009 73.98% 68.20% 67.51% 66.19% 67.51% 66.19% 67.47% 66.18% 67.47% 66.18%
2010 69.96%  68.55% 63.38% 64.13% 66.61% 66.27% 63.18% 64.00% 66.54% 66.23%
2011 70.04% 69.08% 63.29% 63.81% 69.08% 68.25% 63.01% 63.60% 69.05% 68.23%
2012 70.80%  69.87% 63.92% 64.23% 70.62% 69.63% 63.62% 63.99% 70.61% 69.62%
2013 71.71%  70.75% 64.62% 64.78% 71.81%  70.72% 64.30% 64.52% 71.81% 70.72%
2014 72.75%  71.71% 65.35% 65.39% 72.87%  71.69% 65.02% 65.11% 72.87% 71.68%
2015 73.73% 72.61% 66.02% 65.97% 73.78% 72.52% 65.68% 65.68% 73.78% 72.51%
2016 74.46% 73.29% 66.58% 66.45% 74.51% 73.20% 66.24% 66.16% 74.51% 73.19%
2017 74.94%  73.74% 67.02% 66.84% 75.09%  73.73% 66.68% 66.54% 75.09% 73.72%
2018 75.28% 74.07% 67.37% 67.15% 75.53% 74.14% 67.02% 66.84% 75.53% 74.13%
2019 75.59% 74.35% 67.63% 67.38% 75.86% 74.45% 67.28% 67.07% 75.87% 74.45%
2020 75.86%  74.60% 67.83% 67.55% 76.11%  74.68% 67.47% 67.24% 76.12% 74.68%
2021 76.07%  74.80% 67.97% 67.68% 76.30%  74.85% 67.61% 67.37% 76.30% 74.85%
2022 76.22% 74.95% 68.07% 67.78% 76.43% 74.98% 67.72% 67.46% 76.44% 74.98%
2023 76.33%  75.05% 68.15% 67.85% 76.53%  75.07% 67.79% 67.53% 76.53% 75.07%
2024 76.42%  75.13% 68.21% 67.90% 76.60%  75.14% 67.85% 67.58% 76.61% 75.14%
2025 76.48%  75.19% 68.25% 67.93% 76.65%  75.19% 67.89% 67.62% 76.66% 75.19%
Summary

As described earlier in this section, as filed by Anthem all of the products meet
the 70% minimum total Lifetime Loss Ratio requirements. Considering the
corrections to methodology used by Anthem to make their projections, and
alternative health care inflation assumptions we have developed, smaller rate
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increases than proposed by Anthem Blue Cross would yield the same total
Lifetime Loss Ratio projected by Anthem in their rate filing. As these are
incorporated into the calculations, SmartSense falls below 70% putting it out of
compliance. This leads to a reduced rate increase for SmartSense as outlined
above. The remainder of the policies are still above 70%. In our opinion,
Anthem Blue Cross in its filing agreed that it would be able to effectively run
these products at an overall Lifetime Loss Ratio of 76.4% (i.e., expense and

margins no more than 23.6%). Correcting for methodological errors this results
in reduced rate increases of 14.5% - 15.2%, instead of the filed 25.4%.
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Section V
Other Considerations

Introduction

There are several other topics and considerations that need to be considered
when completing the assessment presented in this report. We will discuss the
most important ones in this section.

Range of Acceptable Actuarial Assumptions

Actuarial assumptions are usually defined in terms of a range of acceptable
assumptions. For example, if reasonable interest rate discounts are in a 4% - 7%
range, the use of any answer within that range would by definition be
reasonable. The impact on a company’s assessment of Lifetime Loss Ratio can be
affected as to which assumption is selected. If the selected assumption for
interest rate discount is at the lower end of the range (i.e., 4% in this example), it
will have a different impact on other key performing metrics than one selected at
the high end of the range of reasonable assumptions (i.e., 7% in this example).

In the complex process to project total Lifetime Loss Ratio for a health policy
there are potentially multiple dozens of separate assumptions that need to be
made, each selected from a range of acceptable assumptions. The combined
impact of using a particular set of assumptions, each assumption selected from a
range of acceptable assumptions, will vary based upon which specific
assumptions were selected.

As a result, it is critical that each individual assumption be evaluated to
determine whether it is within a reasonable range of potential assumptions.
Much of the effort expended in Section III was to thoroughly understand each of
the many detailed and complex assumptions used by Anthem.

If we assume that each range of acceptable assumptions can be characterized as a
symmetrical band around the best estimate (i.e., X £ Y%). Best estimate is X and
any number within + Y% of X is a reasonable assumption. When assumptions
are selected from the conservative side of the range, the forecasted results will
lead to conservative findings. In the case of a conservative annual inflation rate
for claims trend, the carrier is selecting an assumption that is higher than what
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their best estimate might be, but since it is still within the range of acceptable
assumptions they are not using an incorrect assumption. The calculation of total
Lifetime Loss Ratios would be based upon this same assumption. As long as the
selected assumptions are selected from a range of reasonable assumptions, the
projected results are by definition reasonable.

If selected from the conservative side of the range, the assumptions are still
reasonable by definition. However, such a choice might lead to a situation
where the actual emerging experience from the health plan is more favorable
than had been forecasted using more conservative assumptions. Aslong as a
health plan chooses assumptions within a reasonable range of acceptable
assumptions, the assumptions are reasonable. The ultimate impact of using
overly conservative assumptions by a carrier over the long term would lead to a
difficulty in demonstrating that the minimum Lifetime Loss Ratio requirement is
being met, since subsequent rate filings would show a consistent pattern of
missing the mark as the experience unfolds. Eventually projected rate increases
would be expected to moderate and/or lead to the use of less conservative
assumptions. The natural balancing of the selection of assumptions and the
eventual impact on actual results is a valuable part of monitoring rate increases
based upon Lifetime Loss Ratios.

The potential for abuse with such balancing is minimal as long as the Lifetime
Loss Ratio calculations are reasonably calculated. If accurately calculated, using
assumptions clearly within the range of acceptable assumptions, with the total
Lifetime Loss Ratio equal to or greater than the minimum standard, then the
resultant rate increases proposed by the health plan must be viewed as
reasonable and appropriate for this particular rate filing. It is understandable
that someone might prefer lower rate increases than proposed by the health plan.
However, as long as the total Lifetime Loss Ratio projections are accurate (i.e. are
within the parameters described in our discussion above) and meet the
minimum Lifetime Loss Ratio requirement, the requested rate increase is
reasonable since it meets the regulatory requirements.

The assessment of reasonableness of a specific set of rate increases while
operating under a minimum total Lifetime Loss Ratio rate review process is an
assessment of whether or not the minimum Lifetime Loss Ratio was properly
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met, and not whether or not the rate increases were acceptable by some other
criteria.

Impact of Alternate Assumptions
In Section III the following key assumptions were listed as critical in calculating
the total Lifetime Loss Ratio:

e Underlying claims trend, excluding the effects of policy duration,

e Assumed durational curve for claims (or claims index curve by policy
duration), which is a type of claims trend present in individual health
insurance coverage that is something other than the “underlying
healthcare claims trend” mentioned above,

e The effects of the aging of the covered population from one year to the
next (another addition to the underlying claims trend in the Lifetime Loss
Ratio calculation),

e Deductible leveraging of health care trends (another component that
needs to be recognized as additional health care trend in the Lifetime Loss
Ratio calculation apart from the underlying trend),

e The assumed durational curve for premiums (or premium index curve by
policy duration),

e Subscriber renewal distribution by calendar month,

¢ Interest rate used to accumulate past values and discount future values,

e Lapse assumptions used,

e Cohort of members used to project the anticipated Lifetime Loss Ratio (i.e.
those members sold prior to 3/1/2011), and

e Overall calculation methodology used in the determination of the
projected Lifetime Loss Ratios.

In an attempt to characterize the reasonableness of the assumptions used by
Anthem, we have developed a range of assumptions for each of these to try to
present how the total Lifetime Loss Ratio might be impacted by the selection of
individual assumptions. We have characterized assumptions as follows:
e Best Estimate: Most appropriate assumption in the middle of the range,
assumption with no intended bias.
e High: Conservative assumption most likely leading to a higher total
Lifetime Loss Ratio
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e Low: Aggressive assumption most likely leading to a lower total Lifetime
Loss Ratio

We have reviewed each of the key assumptions and have concluded that the
following assumptions provide the most important comparisons for the
assumptions used by Anthem and ourselves.

Categories of Alternate Assumptions
Alternate Assumption Description

Underlying Claims Trend The underlying health care claims trend
including both utilization and unit cost
trends. This assumption is prior to plan
specific adjustments (e.g., deductible
leveraging). Other factors such as aging,
wearing off of underwriting, durational
factors, etc. all apply to the projected
claims after the underlying claims trend
is applied.

The assumptions for this are:

0 Anthem: 14.0%

o AHP: 13.5%

o “low”: 12.0%

o “high”: 15.0%

Relationship between Claim and The derivation of premium rates
Premium Curve involves two distinct sets of assumptions

by policy duration. The first is the claim
durational factors and the second is the
premium durational factors. These are
balanced over the policy lifetime to
produce reasonable rates. The ratio of
the claim durational factors to the
premium durational factors provides a
useful metric to analyze the impact of
policy duration. We have defined
assumptions using this metric.

The assumptions for this are presented
in Appendix H.

Lapse rate assumptions Lapse rates define how quickly
policyholders terminate policies by
policy duration. Anthem has conducted
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lapse studies to estimate their lapses by
policy duration and have used the
results of these studies to develop their
assumptions. We have used this
information to define alternate lapse
rates for our assumption testing.
The assumptions for this are:

0 Anthem: standard lapse rates

0 AHP: standard lapse rates

0 “low”: 90% of Anthem

0 “high”: 110% of Anthem

Level of New Business Anthem has made estimates of how

much new business they will right. The
level of new business written and its
relationship to the volume of current
business is critical to understanding the
impact of this assumption on the overall
calculation of lifetime loss ratio. We
have included two extremes in our high
and low assumptions (i.e., 2x new
business and no new business)

The assumptions for this were:
0 Anthem: per rate filing
0 AHP: per rate filing
0 “low”: no new business
0 “high”: 2 x rate filing

For each product we will present four distinct assumptions for each of these
items. We will show Anthem’s assumption, corrected for methodological errors,
AHP best estimate and the two extremes for reasonable assumptions, the low
and high range.

We will present the impact of changes in each of these assumptions and will
include an overall calculation of the lifetime loss ratio for each including all four
assumptions. The Anthem column corresponds to Scenarios 2 and 3 in Section
IV. The Best estimate corresponds to our AHP assumptions which are described
by Scenarios 4 and 5 in Section IV. The “low” is presented in Scenario 6 and 7
and the “high” is presented in Scenario 8 and 9.
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We have created four additional scenarios as defined below:

e Scenario 6: “Low” assumption and filed rate increase
e Scenario 7: “Low” assumption adjusted to filed Lifetime Loss Ratio
e Scenario 8: “High” assumption and filed rate increase
e Scenario 9: “High” assumption adjusted to filed Lifetime Loss Ratio

We have calculated lifetime loss ratios for each of these and have adjusted them
to match the filed lifetime loss ratios and an adjusted rate increase.

Smart Sense
The results for Smart Sense are as follows:

Analysis of Smart Sense Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase
6 12.0% 13.5% 65.6% 64.9% 65.0% 22.8%
7 12.0% 13.5% 65.6% 76.4% 75.2% 0.7%
8 15.0% 16.9% 65.6% 73.4% 72.0% 22.8%
9 15.0% 16.9% 65.6% 77.3% 75.2% 14.9%

The “low” lifetime loss ratio goes below 70% and when adjusted results in a 0.7%
rate increase. The “high” lifetime loss ratio remains above 70%, but results in a
14.9% rate increase

PPO Share
The results for PPO Share are as follows:

Analysis of PPO Share Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase
6 12.0% 15.2% 71.6% 67.0% 69.4% 32.0%
7 12.0% 15.2% 71.6% 74.4% 72.8% 17.0%
8 15.0% 19.0% 71.6% 70.6% 71.1% 32.0%
9 15.0% 19.0% 71.6% 74.1% 72.8% 25.0%
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The “low” lifetime loss ratio goes below 70% and when adjusted results in a
17.0% rate increase. The “high” lifetime loss ratio remains above 70%, but results
in a 25.0% rate increase

PPO Saver
The results for PPO Saver are as follows:

Analysis of PPO Saver Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio Increase
6 12.0% 13.6% 68.4% 75.8% 71.6% 16.3%
7 12.0% 13.6% 68.4% 87.8% 76.1% -2.6%
8 15.0% 17.0% 68.4% 82.1% 74.7 % 16.3%
9 15.0% 17.0% 68.4% 85.5% 76.1% 10.9%

The “low” lifetime loss ratio exceeded 70% and when adjusted results in a 2.6%
rate reduction. The “high” lifetime loss ratio remains above 70%, but results in a
10.9% rate increase

Right Plan
The results for Right Plan are as follows:

Analysis of Right Plan Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase
6 12.0% 12.8% 71.5% 70.2% 70.8% 29.1%
7 12.0% 12.8% 71.5% 76.0% 73.8% 17.7%
8 15.0% 16.0% 71.5% 76.8% 74.4% 29.1%
9 15.0% 16.0% 71.5% 75.7% 73.8% 31.3%

The “low” lifetime loss ratio exceeded 70% and when adjusted results in a 17.7%
rate increase. The “high” lifetime loss ratio remains above 70%, but results in a
31.3% rate increase, higher than initially filed.
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Tonik

The results for Tonik are as follows:

Analysis of Tonik Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio Increase
6 12.0% 14.1% 70.9% 67.0% 68.4% 29.5%
7 12.0% 14.1% 70.9% 72.6% 72.0% 18.1%
8 15.0% 17.6% 70.9% 74.5% 72.9% 29.5%
9 15.0% 17.6% 70.9% 72.8% 72.0% 33.2%

The “low” lifetime loss ratio goes below 70% and when adjusted results in a
18.1% rate increase. The “high” lifetime loss ratio remains above 70%, but results
in a 33.2% rate increase

Lumenos CDHP (without Maternity)
The results for Lumenos CDHP (without Maternity) are as follows:

Analysis of Lumenos CDHP (without maternity) Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase
6 12.0% 14.7% 52.1% 69.3% 68.5% 12.3%
7 12.0% 14.7% 52.1% 80.4% 78.9% -4.9%
8 15.0% 18.3% 52.1% 80.7% 77.7% 12.3%
9 15.0% 18.3% 52.1% 82.2% 78.9% 10.0%

The “low” lifetime loss ratio goes below 70% and when adjusted results in a 4.9%
rate reduction. The “high” lifetime loss ratio remains above 70%, but results in a
10.0% rate increase

Lumenos CDHP (with Maternity)
The results for Lumenos CDHP (with Maternity) are as follows:
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Analysis of Lumenos CDHP (with Maternity) Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio | Increase
6 12.0% 14.7% 115.4% 134.9% 131.7% 32.7%
7 12.0% 14.7% 115.4% 151.1% 144.8% 15.5%
8 15.0% 18.3% 115.4% 152.7% 144.1% 32.7%
9 15.0% 18.3% 115.4% 153.5% 144.8% 31.8%

The “low” lifetime loss ratio goes still exceeds 100% and when adjusted results in
a 15.5% rate increase. The “high” lifetime loss ratio is also above 100%, and
results in a 31.8% rate increase

3500
The results for 3500 are as follows:

Analysis of 3500 Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio Increase
6 12.0% 15.0% 57.9% 75.8% 71.8% 16.6%
7 12.0% 15.0% 57.9% 87.1% 79.8% -0.2%
8 15.0% 18.8% 57.9% 84.8% 77.9% 16.6%
9 15.0% 18.8% 57.9% 87.7% 79.8% 12.4%

The “low” lifetime loss ratio is above 70% and when adjusted results in a 0.2%
rate decrease. The “high” lifetime loss ratio remains above 70%, but results in a
12.4% rate increase
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Overall
The overall results for all products are as follows:

Analysis of All Products Loss Ratio Scenarios
Projected | Projected

Assumed | Product | Historical Future Total Composite
Underlying | Specific | LR (8/2009 | Lifetime Lifetime Rate
Scenario Trend Trend | and prior) | Loss Ratio | Loss Ratio Increase
6 12.0% 14.3% 69.3% 70.4% 70.0% 25.4%
7 12.0% 14.3% 69.3% 80.2% 76.5% 8.9%
8 15.0% 17.9% 69.3% 77.9% 74.7% 25.4%
9 15.0% 17.9% 69.3% 80.2% 76.1% 21.1%

The “low” lifetime loss ratio shows an average 70% and when adjusted results in
a 8.9% rate increase. The “high” lifetime loss ratio remains above 70%, but
results in a 21.1% rate increase.
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Policymakers are considering implementing additional premium-oversight mechanisms as part of
health reform efforts. Any such efforts should be based on actuarial principles and should incorporate the
appropriate processes to evaluate premiums and premium increases.

An individual health insurance contract isa
significant promise to pay future medical
claims. To fulfill this promise, a health insurer
must remain financially viable, that is, it must
be adequately capitalized. Sound financial
management depends on sound plan design,
appropriate cost controls, administrative effi-
ciency, a sound investment strategy, continued
marketplace competitiveness, effective mar-
keting and sales, and premiums correspond-
ing to the claims that can be expected from
the insurer’s policyholders. State insurance
authorilies are responsible for ensuring that
insurers are adequately capitalized to meet
their obligations.

Premiums Are Set to Cover Projected
Medical Claims and Expenses
Premiums for health insurance policies in the
individual market are set to adequately pay
projected claims, administrative expenses,
margins for adverse deviations, profit/contri-
bution to surplus, premium taxes and other
applicable state taxes and fees, and federal
taxes on earnings. How these components are
factored into setting premiums varies accord-
ing to the regulatory ramework and specific
market competition and therefore premium
levels will also vary.

‘The largest factor in the setting of premi-
ums is projected claims. In the individual
market, the percent of premiums used to pay

¢ large-group products, One reason for this is the lo

Academy's wapers, Critical Tssues in Health Reform: Ad

many activities undertaken by insurers in the individual and small-group m:
5 in the large-group market. More information on insurer admini ive fun

claims typically ranges from about 70 percent

to 85 percent. Administrative expenses, which ADDITIONAL
include marketing/commissions and enroll- RESOURCES
ment, provider and medical management,

billing and claims processing, customer ser- Administrative Expenses

http://www.actuary.org/pdf/
health/admin_expenses_
sept09.pdf

vice, and corporate compliance and overhead
activities, typically make up about 10 percent
1o 20 percent of premiums.' To protect plan
solvency in the event that plan expenditures
exceed premiums, insurers are required to
carry surplus (also referred to as risk capital)
to cover any shortfall. Risk charges and prof-
its, averaging about 3 to 5 percent of premi-
ums, fund this surplus. Federal income taxes
and state taxes and fees average about 2to 3
percent of premiums.

Over the long term, if the insurance car-
rier cannot charge premiums that support
its profit and surplus requirements, it cannot
remain in the market. Over the short term,
inadequate premiums can be funded by draw-
ing on surplus. If the carrier is earning sul-
ficient profits in other lines of business, those
profits can help offset losses. This type of cross
subsidy is not a long-term solution, however,
because insurers cannot rely on profits from
other lines of business indefinitely.

Minimum Loss Ratios
http://www.actuary.org/pdf/
health/loss_feb10.pdf

The Individual Medical
Insurance Market: A Guide
for Policymakers
http://www.actuary.org/pdf/
health/med_market_1008.
pdf

Premiums Reflect the Underlying
Medical Costs of the Enrollee Population

Projected claims, and therefore premiums,
depend on the medical costs of the insured

'Administrative expenses are typically higher relative to premiums for individual and small- group health insurance products
|

benefit levels in the individual and small group markets., In
re undertaken maore directly by
ns is available in the

2009} and (,:ririr.rﬂ Tssues in Health

¥
Reform: Minirmum Loss Ratios (February 2010).

e Expenses (Septeml

L
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population. If an insurance plan attracts a
disproportionate share of individuals with
higher-than-average expected medical costs,
otherwise known as adverse selection, then
premiums will be higher than average to
reflect these higher costs.

Various rules and regulations that apply to
health insurance markets also affect premi
ums. The most common state premium-rating
approach for the individual market is to per-
mit premiums to vary not only by character-
istics such as age and gender, but also by the
individual’s health status at the time of issue.
Even with this approach, however, there may
be some limitations on premium variations.
For instance, several states limit the extent to
which premiums can vary according to health
status. Certain states have implemented more
restrictive rating requirements, and prohibit
rating variations by health status altogether.

Limiting the extent to which premiums can
vary, as well as prohibiting insurers to deny or
limit coverage to individuals with preexisting
health conditions, can affect the degree of ad
verse selection. For instance, limiting or pro
hibiting premium variations by health status
or other characteristics correlated with health
spending can raise the premiums for younger
and healthier individuals, relative to what they
would pay if health status could be used as a
rating factor. This could cause younger and
healthier individuals to opt out of coverage,
leaving a higher-cost insured population.
Similarly, guaranteed-issue provisions, appli-
cable to all carriers or only those designated as

a carrier of last resort, can exacerbate adverse
selection concerns by giving individuals the
ability and incentive to delay purchasing in-
surance until they require health care services.
The greater the degree of adverse selection,
the higher the average premiums.

Premium Increases Reflect Medical
Spending Growth and Other Factors
Premiums for plans in the individual health
insurance market typically increase every year
due to increases in claim costs. Numerous fac
tors affect how average claim costs for a par-
ticular plan and insurer might change from
year to year, and how those changes in claim
costs that are factored into a plan’s premiums
can vary from insurer to insurer.?
® External factors driving medical-cost
increases
mon to all health insurance markets, are
those that reflect increases in the per-unit
cost of health services (e.g., the price for a
given physician visit) as well as increases in
utilization.

These factors, which are com

= Policy duration (for medically under-
written business)—Medical costs can
be relatively low during the first year of
a policy, in part due to the application of
medical underwriting, However, they are
likely to increase annually after the year of
issue as individuals develop health condi
tions and incur more claims. Insurers can
spread these increases over all premiums
for the length of time a typical policy will
be in force (including the initial premiums)

“See the Academy’s issue brief, The Individual Medical Insurance Market: A Guide for Policymakers (October 2008) for more

details on the factors affecting preminm increases,

The American Academy of
Actuaries is a professional
association with over
16,000 members. The
Academy’s mission is to
assist policymakers by
providing leadership,
objective expertise and
actuarial advice on risk and
financial security issues.
The Academy also sets
qualification, practice and
professionalism standards
for actuaries in the United
States.
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or they can set the initial premiums low
and impose higher premium increases to
reflect expected increases each year.

= Policyholder lapses/changes in enroll-
ment mix— Adverse selection concerns
arise not only at issue, but also at renewal.
If a healthier individual can purchase a
new p(}]i{:y ata I(}WET premium c{)mpared
to the renewal premium, then the average
medical costs and premiums of the indi
viduals retaining coverage would increase
over time.

u Leveraging effect of deductible—When
total health spending increases but the
deductible level is held constant, the
deductible each year represents a smaller
share of claims. Therefore, the plan’s claims
will increase more on a percentage basis
than the increase in total spending. This
increase in claims, and the associated
increase in premiums, is referred to as
deductible leveraging and the higher the
deductible, the greater the leveraging effect
will be, all other things being equal. Higher
deductible plans, however, typically attract
individuals with lower expected claims,
including those who increase their deduct
ible levels in order to reduce their premium
increase. This can offset the increases
resulting from deductible leveraging of
higher deductible plans.

= Correction of prior estimates— As data
on actual medical spending emerge, premi-
ums may need to be adjusted up or down
to correct for any under- or over-estimates
of medical trend. Setting premiums too low
has a compounding effect when the next
premium increase is calculated. Premium
increases for the coming year reflect not
only expected medical trend in the next
year, but also any understatement of trend
up to that point.*

Risk-Based Capital Protects Insurer
Solvency

Private insurers need to accumulate and hold
reserves to be adequately capitalized. Focusing
on the affordability and accessibility of health
insurance without also considering these
capital requirements could result in the insol
vency of private insurers. The recent financial
insolvencies of non-insurance institutions
underscore the need to ensure adequate fund-
ing of risks.

A health insurer requires capital to mitigate
the risk that insurance claims and expenses
will exceed insurance premium revenues,
jeopardizing financial solvency. In other
words, holding risk capital increases the prob-
ability that an insurer will have enough funds
to meet its financial obligations, even when
costs exceed priced-for levels. Recognizing the
importance of risk capital, the National Asso
ciation of Insurance Commissioners (NAIC)
developed minimum capital standards—or
risk-based capital (REC) requirements—that
vary m.:cnrding to the amount and types of
risks assumed by an insurer. These require
ments are based on historical experience, tak
ing into account the factors related to previous
insurer insolvencies. A typical minimum risk
capital requirement for a health insurer might
be 25 percent of annual premiums or more.*
Premiums must be adequate both to cover
current costs and to fund (through after-tax
risk/profit charges) any required growth in
risk capital.

Principles for Premium Oversight
Effective premium-oversight mechanisms
should be based on actuarial principles. The
principles outlined below highlight the crite-
ria for a viable, sustainable, and competitive
insurance market.
= Health insurance premiums must be
adequate to pay projected claims, ex-
penses, and supporting risk charges.

“Note that any preminm increases due to a correction of medical-trend assumptions are not intended to recoup any past

losses. Rather, they are done to meet p

adequacy requi

nts on a prospective basis.

“More detail on EBC requirements and the impact on expense charges is available in the Academy paper, Critical Issues in

Health Reform: Administrative Expenses (September 2009).
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A fundamental actuarial principle is
that premiums must be adequate to pay
projected expenditures, and that these
expenditures depend on many factors,
including the underlying medical costs of
the enrollee population. It is important to
understand the reasons for the increases in
claims and expenses. Claims can increase
due to many factors, including increases
in provider payment levels, increases in
utilization, and the introduction of new
technologies.

= Premium oversight should be done
in conjunction with insurer solvency
oversight. Premium oversight that focuses
solely on the goal of limiting premium
increases has the potential to ignore pre-
mium adequacy. If premiums or premium
increases are held to levels at which health
plans are unable to fully meet their com-
mitments for claim payments, necessary
administrative expenses, and reserve and
capital funding, solvency problems could
arise and plans could be forced to leave the
market. Considering reform options that
affect insurer solvency along with premium
rating oversight will help ensure that pre
miums are adequate and plan solvency is
maintained.

= Premium oversight requires strong
actuarial representation. Actuaries and
actuarial principles have key roles both in
the premium-development process and in
current regulatory oversight. Participation
by actuaries in a formalized manner in any
new regulatory oversight mechanisms will
help ensure adherence to actuarial prin-
ciples. In particular, actuaries have exper-
tise in evaluating pricing risks as well as in
identifying the potential volatility of such
risks.

= Appropriate RBC levels must be in place.
Current RBC formulas would need to be
modified to recognize any additional risks
brought about by a universal premium

Critical Issues in Health Reform: PREMIUM SETTING IN THE INDIVIDUAL MARKET

setting regulation. Currently, RBC require
ments for health insurance business subject
to state premium review are higher than
for business not subject to premium review
(generally, individual versus group busi-
ness). This difference reflects the inability
to secure state approval of adequate pre
miums on a timely basis in the individual
market. If all individual and small-group
business premiums are to be subject to
review, RBC should be modified to reflect
the increased risks borne by insurers due to
delayed premium approval.

= Premiums should be self supporting

and not subsidized by other lines of
business. Requiring or expecting other
lines of business to subsidize health
insurance business would result in other
policyholders subsidizing the medical costs
of those with health insurance. It may also
puL an insurer l.h:ll c}per“dles in 0]'1[)’ one
market at a competitive disadvantage since
it would not have another line of business
from which to obtain subsidies.

= The premium-review process should

be transparent and equitable for all
insurers. Regardless of whether regula-
tory oversight is conducted at a federal or
state level, insurers competing for the same
participants must be subject to the same
oversight process and rules, Deviation
from such consistency would result in a
less competitive marketplace.

= The premium-review process should

allow for adequate premiums that
appropriately reflect past experience.
As described previously, if medical trend
is larger than expected, then premiums
for the coming year would need to be
increased to reflect not only expected
medical trend in the next year, but also any
understatement of trend up to that point.
If the prior year’s premiums proved too
conservative, then the premium increase
would be less than it would be otherwise.
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If insurers are not allowed to incorporate
these kinds of adjustments, they will set
premiums more conservatively.

The premium-review process needs

to be coordinated between state and
federal regulatory entities. In most
circumstances, premiums in the individual
market are filed for “approval” purposes
and premiums in the group market are
filed for “informational” purposes. Re-
quiring full state and federal review and
approval of all individual and small group
premiums would significantly increase a
state’s workload. The resulting premium
review process must accommodate timely
implementation of appropriate premium

Appendix A

increases. The timing of an approval is crit
ical, since premium calculations are based
on an expected effective date; if approval is
delayed a premium shortfall will develop. If
states become hackl[:gged, a process should
be established whereby after a certain
period of time, premiums are deemed to be
approved.

Furthermore, it would be inefficient to
have an insurer’s request for a premium
increase subject to both a state and federal
approval process. Procedures should be put
in place to clarify which regulatory entity
has approval authority and the extent of
that authority.
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Policymakers are considering implementing federal minimum loss ratio requirements as part of broader
health reform efforts. Loss ratios measure the benefits received by policyholders divided by the premiums
paid, and are put forth as one dimension to measure value to consumers in the aggregate.

Ithough loss ratio minimums currently

play a role in state health insurance regula-
tion, the minimums suggested as part of fed-
eral health reform efforts are typically more
stringent and broadly applicable and would
impose stiffer penalties than those existing
within the current regulatory framework.
Whether such stricter loss ratio requirements
can enhance value to policyholders depends
on the implementation details. This paper
highlights relevant issues that policymak-
ers should consider when contemplating the
inclusion of minimum loss ratio requirements
as part of federal health reform.

Most states currently impose minimum
loss ratio requirements.

Setting a minimum loss ratio requirement is
one aspect of determining whether premi-
ums are reasonable in relation to the policy
benefits. Most states have minimum loss ratio
requirements for health insurance plans in the
individual market, but such requirements are
rare in the group market. The National As-
sociation of Insurance Commissioners (NAIC)
Model Regulation for Filing of Rates includes
minimum loss ratio requirements, which are
enforced through the state rate filing processes.
Under the model regulation, all insurers must
file prospective rates with the state insurance
regulator for their individual market plans.
Most states also require an actuarial certifica-
tion that the rates for small group market plans
comply with small group rating laws. The
penalty in most states for not meeting the loss
ratio minimums is that the insurance depart-
ment will disapprove the rate filing.

Loss ratios vary by market segment.
Loss ratios vary across the different market
segments. In particular, loss ratios for plans in
the individual market will typically fall below
those in the small group market, which in
turn will fall below those in the large group
market. Several factors contribute to these dif-
ferences, including:
= Compensation for bearing risk. Due in
part to relatively lower customer participa-
tion rates, the individual and small group
markets have higher claims volatility risk
than the large group market. As a result,
insurers subject to this increased risk often
require higher risk margins, leading to
lower loss ratios.
= Administrative expenses. Administrative
expenses are ypically higher relative to
premiums for individual and small group
health insurance products than for large
group products. One of the reasons for this
is that, on average, benefit levels are lowest
for customers in the individual market and
highest for those in the large group market.
These benefit differences are reflected
in the premium levels. For example, the
premium for an individual policy with a
$2,500 deductible will be lower than for
the same policy with a $500 deductible.
Therefore, any expenses that are largely
independent of the benefit design, such
as benefit adjudication expenses, will be
a higher share of premiums for plans in
the individual market than in the large
group market. Another reason for the loss
ratio differences is that the individual and
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small group markets also incur expenses
not typically incurred in the large group
market. For instance, agent and broker
expenses included in the premiums for
individual and small group market plans
are typically undertaken by consultants
and human resources staft for large
group plans, and therefore not included
in premiums. In addition, underwriting
expenses related to risk assessment and
risk classification are incurred to a greater
extent in the individual market. Finally, any
per-policy administrative expenses, such
as the initial policy entry into the insurer’s
administrative systems, can be spread over
more insureds in a large group policy than
in a small group or individual policy. Be
cause individuals exhibit greater turnover
(lower persistency) than groups, expenses
associated with issuance of a policy must
be spread over a shorter timeframe.
Current health reform proposals include
insurance market reforms and other provi
sions that could impact not only loss ratios,
but also how they vary across market seg-
ments. For example, the establishment of
health insurance exchanges for the individual
and/or small group markets could lead to a
reduced role for agents and brokers, leading to
lower expenses and higher loss ratios for those
market segments depending on the magni
tude of the cost allocation for the exchange.
A reduced role of underwriting in a reformed
insurance market may also reduce adminis-
trative expenses, especially in the individual
market, thereby increasing loss ratios. In
addition, the use of risk adjusters or reinsur

ance to spread risks across insurers would
increase administrative expenses and reduce
loss ratios.

Even if health reform provisions reduce
some variation in loss ratios by market seg
ment, some differences will remain (e.g..
billing expenses). Therefore, it would be
apprnpriate to vary an}' federal 1{)55 r‘dt]‘(}
requirements by market segment. Otherwise,
significant market distortions could arise,

For instance, insurers whose business is com
prised mostly of large groups rather than indi
viduals and small groups would find it easier
to meet minimum loss ratio requirements. As
a result, insurers that could not attract signifi-
cant amounts of large group business could
find it difficult to satisfy the loss ratio require-
ment and exit the market.

Many definitional issues arise when
calculating loss ratios.
To calculate loss ratios, the value of benefits
received by policyholders is divided by the
premiums paid. However, there are myriad
technical issues around how to define the
benefits and premiums; different definitions
may be appropriate for different purposes
such as rate regulation or insurer solvency.
When using loss ratios to ensure that insur
ance policies provide value to customers in
the aggregate, the following issues should be
considered in the calculation:
= |Incurred-basis versus paid-basis. Premi-
ums received 1—")]'1'! customers are inlended
to cover all valid claims incurred in a par
ticular month or year, regardless of when
the claim payments are actually made. In

The American Academy of
Actuaries is a professional
association with over
16,000 members. The
Academy’s mission is to
assist policymakers by
providing leadership,
objective expertise and
actuarial advice on risk and
financial security issues.
The Academy also sets
qualification, practice and
professionalism standards
for actuaries in the United
States.

The primary drafters of this statement are Sharl Westerfield, MAAA, FSA and Rowen Bell, MAAA, FSA, Members of the Health Practice
Council and Federal Health Committee include: Alfred A. Bingham Jr, MAAA, FSA, FCA, vice president of the Health Practice Council;
Patrick L. Collins, MAAA, FSA, vice-chairperson of the Health Practice Council; David A Shea Jr, MAAA, FSA, chairperson of the Fed-
eral Health Committee; David V. Axene, MAAA, FSA, FCA; Rowen B. Bell, MAAA, FSA; Karen Bender, MAAA, ASA, FCA; lan G. Duncan,
MAAA, FSA, FIA, FCIA; Paul Fleischacker, MAAA, FSA; Donato Gasparro, MAAA, FSA, FCA; Warren R. Jones, MAAA, ASA; Darrell D. Knapp,
MAAA, FSA; Laura Beth Lieberman, MAAA, FSA; Timothy J. Luedtke, MAAA, FSA, FCA; Karl Madrecki, MAAA, ASA; Mark E. McGuire, MAAA,
FSA; Catherine M. Murphy-Barron, MAAA, FSA; Geoffrey C. Sandler, MAAA, FSA; John ). Schubert, MAAA, ASA, FCA, Sudha Shenoy,
MAAA, FSA, CERA; PJ. Eric Stallard, MAAA, ASA, FCA, Sara C. Teppema, MAAA, FSA, FCA; Michael J. Thompson, MAAA, F5A; Thomas S.
Tornczyk, MAAA, ASA, FCA; Rod Turner, MAAA, FSA; Cori E. Uccello, MAAA, FSA, FCA, Shari A Westerfield, MAAA, FSA, Thomas F. Wildsmith,
MAAA, F5A; and Dale H Yamamoto, MAAA, FSA, FCA, EA

Critical Issues in Health Reform: MINIMUM LOSS RATIOS

AMERICAN ACADEMY of ACTUARIES 2

we have provided it only to them. This report includes material and references to material that

has been labeled “confidential/trade secret” information by Anthemn when initially submitted to

the California Department of Insurance. It is critical that this report be reviewed in its entirety
to assure that no conclusion or assessment is taken out of context.

Axene Health Partners, LLC

www.axenehp.com

Page 63



Appendix B

February 2010 American Academy of Actuaries Article

order to ensure consistency, the benefits
value used in a loss ratio calculation should
reflect claims on an incurred-basis, rather
than a paid-basis. Allowing several months
to pass between the end of the premium
payment period and the calculation of the
loss ratio would reduce inaccuracies caused
by reporting lags and the claims adjudica
tion process.

= Cost containment expenses. An NAIC
regu]ail':m deﬁnes lhe C()I'ICEI'J[ (ﬂ-cnsi
containment expenses, which are amounts
that the insurer spends in order to manage
the cost of medical claims.” These expenses
include case management, disease man
agement, 24-hour nurse hotlines, wellness
programs, provider network development,
as well as fraud detection and preven-
tion programs. As these expenditures are
more akin to benefits than administrative
expenses or provisions for risk, it would be
appropriate to include cost containment
expenses as part of the value of benefits
in the loss ratio calculation. Including
these expenses in the loss ratio calculation
encourages insurers to effectively manage
the quality, efhiciency, and cost of care for
policyholders.

= Capitation payments. Provider capitation
arrangements may include the provider
assuming the responsibility of paying the
claims (and other member services). It
would be difficult to segment administra-
tive services out of the capitation for the
purposes of meeting a minimum loss ratio,
but an insurer could manipulate the loss
ratio if segmentation is not performed. For
example, instead of paying $85 for health
care claims and $4 to settle those claims, an
insurer pays a capitation payment of $89 to
a provider group and it settles the claims.
Both transactions are essentially the same
but the loss ratio could be very different.

= Premium taxes. The actual premium rates

charged reflect any premium taxes levied
hy the state. Premium tax rates vary |:\)r
state, and in some states by insurer (e.g., in-
surers domiciled in that state pay one rate
while out-of-state insurers pay a higher
rate). To make the loss ratio calculation
comparable across insurers, it would be ap
propriate to subtract premium taxes from
the value of premiums used in the loss
ratio calculation.

Income taxes. Health insurers, excluding
some HMOs, are subject to federal income
taxes, which are passed through to pre-
miums. To make the loss ratio calculation
comparable across all insurers, it would

be appropriate to subtract federal income
taxes paid from the premiums used in the
loss ratio calculation.

® Reinsurance and risk adjustment pay-

ments. Both the benefits and the premium
values in the loss ratio calculation should
reflect any reinsurance programs and risk
adjustment payments. Additional regula-
tory scrutiny may be required to ensure
that reinsurance mechanisms are not used
merely to avoid falling below the minimum
required loss ratio.

m Policy reserves. With some health insur-

ance policies, a portion of the premiums
collected in the current year are intended
to pre-fund claims incurred in future years.
In these situations, the insurer records a
liability, known as a policy reserve, on its
balance sheet to reflect amounts collected
from past premiums that are designed to
pay claims in future periods. For products
where policy reserves exist, the change in
the policy reserve during the year needs to
be added to the value of benefits in the loss
ratio calculation.

® Time period. There is often significant

seasonality in the manner in which medi

The Statutory Statement of Accounting Principles (SSAF) No. 85, promulgated by the NAIC, stipulates that an insurer is
not entitled to classify expenditures as being cost containment expenses unless it can support the contention that claims
would have been higher if those expenditures had not been made.
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cal claims emerge within a coverage year,
due in large part to benefit design issues.
Therefore, loss ratio calculations should be
based on an annual timeframe, rather than
more frequently.

= Geographic variances. The current cost
of health care has much greater geographic
variation than the cost of providing ad
ministrative services--as such, it should
be expected that loss ratios would vary
by geography, such as higher loss ratios
in metropolitan areas with high costs of
health care and lower loss ratios in areas
where the cost of health care is lower. Us-
ing a level minimum loss ratio across all
regions could result in carriers focusing on
markets where the cost of health care (and
associated premiums) is higher and a loss
ratio target is easier to achieve.
Unless a minimum loss ratio is specific with
respect to risk levels, market segments, benefit
designs, and geography, it will either be set
at a level that is too high for many well-func-
tioning insurers which will cause unnecessary
disruption to the market, or be setat a level
that is too low to achieve its goals.

Implementation of new medical loss
ratio requirements must allow for
adequate lag time.

From a practical standpoint, it would be
difficult to impose a new minimum medical
loss ratio requirement immediately after the
enactment of such a policy change. Appropri-
ate time would be necessary for plans to file
new rates. Plans typically file their premiums
six to 12 months before they become effective,
and also need time prior to rate filing in order
to develop the rates.

The agent and broker compensation struc-
ture would also make immediate implementa
tion of a new medical loss ratio requirement
difficult. As noted above, individual and small
group market premiums include expenses to
cover agent and broker compensation (e.g.,
fees and commissions), which contribute to
the lower loss ratios in these markets. Under

Critical Issues in Health Reform: MINIMUM LOSS RATIOS
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typical agent and broker contracts, insurers
agree to pay fees and commissions not only
the initial year a policy is sold, but also each
year that a policy is renewed. Achieving new
higher medical loss ratio requirements for
existing business will often depend on reduc-
ing agent and broker compensation, which

is specified by contract. Re-negotiating these
contracts for existing business would be very
difficult, and would depend on the wi“ingness
of agents and brokers to accept lower com
pensation for business that has already been
sold. New compensation rates would also
need to be set for policies sold after the new
requirements go into affect, which also would
take time to negotiate.

In addition, much of the detailed calcula-
tion of the medical loss ratio will be left to
regulatory development. Therefore, it is im-
portant that enough time be left between the
enactment of the requirement and its imple
mentation to allow the regulatory process to
clarify the medical loss ratio definition before

pricing decisions need to be made and filed.

The consequences of non-compliance
may be difficult to implement.

Enforcing compliance of minimum loss ratios
is fairly straightforward on the state level. In
general, the penalty for falling below mini
mum loss ratio requirements is that the state
insurance department will disapprove a rate
filing. Federal minimum loss ratio require-
ments under consideration may require insur-
ers to pay policyholder refunds if their loss
ratios fall below the minimum. However, the
optimal method of transferring the deficiency
to policyholders is unclear, given the likeli-
hood of turnover in the insurer’s customer
base between the period covered by the loss
ratio calculation and the point in time at

which the deficiency has been computed.
Minimum loss ratios will not address
many public policy concerns.

In and of itself, imposing a minimum loss
ratio requirement would not address many of
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the public policy concerns surrounding the
health system. Minimum loss ratios do not
help contain health care spending growth, en-
sure that health care services are appropriate
and accurately billed, or address directly the
quality and efficiency of health care services.
Therefore, while a well-designed minimum
loss ratio requirement may be an appropriate
component of a federal health reform pack-
age, such requirements should not be viewed
as a panacea. Moreover, monitoring compli-
ance with loss ratio requirements may create
additional costs for insurers and regulators
and, Jepending on how the requirement

is designed, could create insurance market
disruptions or distortions that could affect
consumers.

Critical Issues in Health Refarm: MINIMUM LOSS RATIOS AMERICAN ACADEMY of ACTUARIES 5

we have provided it only to them. This report includes material and references to material that

has been labeled “confidential/trade secret” information by Anthemn when initially submitted to

the California Department of Insurance. It is critical that this report be reviewed in its entirety
to assure that no conclusion or assessment is taken out of context.

Page 66
Axene Health Partners, LLC

www.axenehp.com



Appendix C
Glossary of Key Terms

Comparison of basic underlying medical trend and product specific trend:

The total trend impacting a per member per month (i.e., PMPM) claims costs
is made up of several components that will be described below:

First, there is an underlying medical claims trend that is present in the
cost of health care that may closely mirror the healthcare cost trend in
the general population (for our current situation, this would be the
entire population of California whether insured or not insured).
However, this report deals with an insured population, which does not
progress through time in the same way as the general population. All
entrants to this population pass through a screen, referred to as
underwriting, in an attempt to reduce the possibility of adverse or self-
selection against the insuring entity.

Actuarially, this is recognized in the pricing of a product by assuming
that new business coming into the insurance pool will have a lower
than the ultimately expected level of health care cost.

However, this “underwriting effect” tends to wear off fairly quickly
and the tendency will be for a block of new business to regress to the
mean level of healthcare cost more reflective of the general population,
all other things remaining equal.

Unfortunately, in an insured population, all other things do not remain
equal, especially in the case of an individual block of health insurance
business. Each individual insured will continuously make decisions
based on personal self-interest.

All of the above factors and those below need to be actuarially
estimated and recognized in the pricing of an individual health
insurance product.

This includes the following “tendencies” present in of an insured population:

Over time, there is a tendency for the healthy members to terminate (or
lapse) their coverage much sooner than the less healthy members
especially as premiums increase

Over time, there is the additional tendency for the younger members,
especially the healthy younger members, to terminate their coverage
much sooner than the older members especially as premium increases
As premiums increase over time, there is a tendency for members to
move to plans that have greater out-of-pocket costs (i.e. especially
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higher deductibles). This has a multiplicative effect on the costs within
the insured population. First, there is a greater tendency for the more
healthy members to choose the higher deductible plans, which causes
the cost of healthcare to escalate much faster for the lower deductible
plans (see first bullet above) and effect of deductible leveraging
discussed below.

e Aninsured population will age faster than the general population. For
example, every year each member that remains in the insured
population becomes one year older. However, with the tendency of
the younger member terminating faster than the older member, the
average age of this population increases by more than one year each
year. To the extent that the insuring entity is able to continue writing
new business, this has the tendency to counter some of this aging.
However, over time, the percent of new entrants into the insured
population is a smaller and smaller percentage of the total and
therefore has less and less of a counter-balancing effect on the overall
insured population.

Deductible leveraging: Deductible leveraging describes the situation where
an underlying inflationary trend rate increases as the deductible and other
plan design characteristics increases. This is best illustrated using what is
known as a claims probability distribution. A claims probability distribution
is an actuarial tool used to model claims cost by size of claim. This tool can be
used to demonstrate deductible leveraging, which has already been
mentioned above.

Table 1 presents a portion of an illustrative claims probability distribution for
claims between $0 and $10,964.86, where these claims amount represent the
average claims for a range of annual claims payment amount per member.
The first column is the probability of a claim, and the second column shows
the size (or average) of that claim for the range.
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Table 1
Extract of Claims Population Distribution
0.2579823 $0.00
0.0787717 65.16
0.0885881 139.76
0.0640934 227.46
0.0516145 318.14
0.0422393 407.66
0.0347515 497.48
0.0535828 628.90
0.0396185 806.12
0.0306295 985.85

0.0243337 1,139.18
0.0199224 1,345.16
0.0165280 1,524.54
0.0138860 1,705.40
0.0267598 2,125.24
0.0443047 2,908.98
0.0302811 3,865.54
0.0175875 6,146.78
0.0122764 7,703.68
0.0091740 9,439.52
0.0071407 10,964.86

If underlying inflation is 15%, the amount column can be adjusted by
multiplying by 1.15 and a new claims probability distribution created as
shown in Table 2 below.
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Table 2
Impact of 15% trending of Amounts
0.2579823 $0.00 $0.00
0.0787717 65.16 $74.93
0.0885881 139.76 $160.72
0.0640934 227.46 $261.58
0.0516145 318.14 $365.86
0.0422393 407.66 $468.81
0.0347515 497.48 $572.10
0.0535828 628.90 $723.24
0.0396185 806.12 $927.04
0.0306295 985.85 $1,133.73

0.0243337 1,139.18 $1,310.06
0.0199224 1,345.16 $1,546.93
0.0165280 1,524.54 $1,753.22
0.0138860 1,705.40 $1,961.21
0.0267598 2,125.24 $2,444.03
0.0443047 2,908.98 $3,345.33
0.0302811 3,865.54 $4,445.37
0.0175875 6,146.78 $7,068.80
0.0122764 7,703.68 $8,859.23
0.0091740 9,439.52 $10,855.45
0.0071407 10,964.86 $12,609.59

The third column of this table shows the new claims amounts resulting from
applying the 15% assumed inflation factor. For example, the $985.85 claim
becomes $1,133.73 after applying the 15% inflation factor.

In the case of a $1,000 deductible, the only claims before the inflation greater
than $1,000 were above the $985.85 level. After applying the inflation, the
$985.85 claim is now greater than $1,000 also. So one more claim is now
greater than $1,000 increasing the claims pool in excess of the $1,000
deductible. In addition, each of the other claims originally greater than $1,000
is now even larger. Since the $1,000 deductible that describes the coverage
didn’t increase with inflation, the value of the total claims above the $1,000
deductible grow proportionately more than the 15% inflation might at first
imply, since the new claim that was previously below $1,000 and now above,
is added to the claims pool. The combined effect of this increases the effective
inflation at the $1,000 deductible level to more than 15%.
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In this situation, the effective inflation is approximately 17% or 13% greater
than the 15%. This incremental effect on underlying inflation rates increases
as the deductibles increase. The 15% can grow to more than 40% at very high
deductibles.

Wearing off of underwriting: The concept known as “wearing off of
underwriting” refers to the average morbidity of a population by policy year
that has been recently underwritten. The underwriting questionnaire is
designed to identify recent health conditions of applicants for insurance. If an
individual passes the underwriting screen, they are eligible to enroll in the
insurance plan. Those with serious health conditions fail the screen and are
not permitted to enroll in the insurance plan. In a standard population, there
are some individuals who have recently had claims and there are others who
have not. Selecting out those without recent health care claims by definition
chooses a population that has a better than average health status. Those with
recent health care claims have a higher than average health cost. If an insured
population is described as “standard,” it means that the actuarial expectation
is that its average cost will be comparable to an average population. As time
passes, there is the tendency that even individuals previously without health
problems eventually will have some health care claims costs. Even the
healthiest of individuals eventually has a claim. Also, many of those with
previous claims may recover and go through a period without claims. Some
of this process is fairly random. Within the population there are individuals
with serious conditions, some acute and some chronic. These individuals
would tend to have a higher morbidity or health status throughout the entire
period. The underwriting process attempts to identify these individuals and
exclude them from the population enrolling into the health program or at
least charge them with higher substandard premium rates. As time passes,
the wearing off of underwriting refers to the tendency that not only the
originally clean freshly underwritten population eventually has claims but
also that those more healthy than average eventually regress toward an
average expectation.

Another factor impacting this is the average morbidity of the population
interested in signing up for coverage. If this population is sicker than the
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average population, the relative costs for this group will be higher than an
average population. This situation is one example of the phenomenon called
adverse selection, a result of selection bias (or self-interest on the part of
prospective insureds). Selection bias occurs when people exert their
“financial self interest” and choose to make choices that benefit themselves
and to the detriment of the others in the pool of covered members. When an
insurance company has a larger than normal portion of their enrollment with
poor health status or higher than average morbidity, they call this adverse
selection or anti-selection. When they enroll a healthier population this is
called favorable selection or positive selection.

Selection bias: see above

Balancing of anticipated premium changes with changes in claims costs:
When analyzing the likely pattern of both claims and premiums by policy
duration for a specific policy, it is clear that this requires careful balancing to
minimize lapse rate and maximize the persistency of insurance policies.
Claims patterns for specific blocks of individual health insurance, particularly
those undergoing underwriting, often start off at a much lower (than average)
initial level of claims (e.g., 50% - 60% of normative claims levels) and grow to
much higher levels (i.e., as much as 120% or more of normative claims levels).

This growth is a result of several factors including:
e Wearing off of selection;
e Aging;
e Change in the benefit plan mix (e.g. higher deductible plans become
more prevalent over time);
e Selection bias;
¢ Intensity of underwriting process;
e Inflation rates;
e Etc.

Premiums on the other hand are based upon a rating table, and are
periodically adjusted as a result of inflationary trends. If attained age rating
is in use, the premium increases at a minimum are based upon the year by
year aging of the insured. The higher the rate increase from year to year, the
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greater the chance the insured will lapse. Also the higher the premium rate,
the lower the loss ratio. All of these factors have to be strategically balanced
to be sure the loss ratio requirements of the jurisdiction are met, while also
providing the carrier opportunity to make a profit and stay in business. If the
premium rates from inception were to closely match the expected claims
pattern of the initial entrants into the program, the annual rate increases
would be very high. If the premium rates smooth and average out these
changes the early duration loss ratios will be low, possibly placing the
product in jeopardy in its ability to meet the state insurance regulatory
requirements. Sophisticated actuarial modeling is used to create the ideal
match of claims and premium trend increases in an attempt to balance these
conflicting pressures.

Total Lifetime Loss Ratio (LLR): Loss ratios are defined as claims costs
divided by premium. Often the numerator of this ratio includes loss
adjustment expenses and other expenses incurred by an insurance company
in an attempt to curtail some of the inflationary effects on health care costs.
The total lifetime loss ratio is defined as the ratio of A to B where:

e A is the actuarial present value of health care claims costs over the
anticipated lifetime of a defined block of health insurance business

e Bis the actuarial present value of premium income over the
anticipated lifetime of that defined block of health insurance
business

The actuarial present value is determined using assumptions about actual
historic (for the past) and anticipated future (for the future) regarding:

e Discount rate;

e Historical premium rates and anticipated future premium rates;

o Historical claims costs and anticipate future claims costs;

e Anticipated trend rates for claims and premiums, including the
various factors discussed above that are expected to affect such
trends

This report has been prepared for the exclusive use of the California Department of Insurance and
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Some state regulators require all policies to meet a specific total lifetime loss
ratio (e.g., 70%).

Future lifetime loss ratio (FLLR): This is similar to the total lifetime loss ratio
except the calculation is based upon only the future time periods and
excludes any historical information.

Retention: This is the amount or percent of premium that an insurance
company retains to cover all non-claims expenses, such as administrative
expenses, allocated overhead expenses, premium and other taxes,
commissions and other selling/marketing costs, as well as to provide for a
reasonable level of margin for profit and risk inherent in the business insured.
The Complement of Lifetime Loss Ratio : The complement of a ratio is
defined as the quantity of one (1) minus that ratio. In the calculation of an
LLR, the complement of the LLR can be viewed as an estimate of an insurance
company’s expected lifetime retention level.

Calendar vear loss ratio: As discussed above, a loss ratio is defined as claims
costs (plus possibly some other specific expenses) divided by premium
income. A calendar year loss ratio is the loss ratio in a specific calendar year.
Generally this would be an incurred loss ratio where the claims would be the
estimated incurred claims for that calendar year as opposed to a paid loss
ratio where claims are based upon paid claims in that calendar year. The
recently passed health care reform bill includes provisions about measuring
loss ratios as either calendar year or policy year loss ratios.

Lapse rate: Lapse rates attempt to estimate the probability that an insured
will terminate a policy at any specific policy duration. Insurance companies
frequently conduct lapse studies to measure lapse rates. This is generally a
fairly straight- forward analysis. Information is gathered on all policy
terminations and categorized as to how long it has been since the policy was
written and in which policy duration the termination or lapse occurred.
Lapse rates are critical assumptions in helping to understand the expected
future lifetime of a specific product line and other key metrics such as total
lifetime loss ratio. If lapse rates are higher than average, this suggests a
shorter policy lifetime. If lapse rates are lower than average, this suggests a

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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longer policy lifetime. As premium increases and/or premium rates are
higher than average, higher than average lapse rates are expected. Although
not automatically included in lapse studies, the health status of the
individuals terminating is key to understanding the extent of selection bias
and adverse selection of a specific population.

Impact of a specific rate increase on a block of business: something to
address the effectiveness of implementing a rate increase and looking at what
actually happened to the block of business

This report has been prepared for the exclusive use of the California Department of Insurance and
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Appendix D
Projected Forward Claims Trends
Product-Specific Annual Claims Trends Per Experience Study

Projected Forward Claims Trends
Product-Specific Annual Claims Trends per Experience Study
(product-specific trends, including Deducible-Leveraging) (per Exh-4 data)

Calculated Experience Trends based on Normalized Claims Study * Anthem Projected Forward Trends
(normalized product-specific trends, including deductible leveraging) Wtd Avg Applied in Q4-2009 & 2010
Anthem | Anthem (corrected) | AHP AHP Ded. Anthem  AHP AHP AHP
Orig Revised Applic Annual ignoring  adj for Leverag. Revised Best Est. Low High
Trend Calcul. Months Trend Season Season. Factors (Scen-2) (Scen-4) (Scen-6) (Scen-8)
(A) (B) (Q) (D) (E) (F) (G) (H) (1

Product Specific Trends incl Ded. Lev.

Smarts 187%  123% 1147  12.9% 13.0%  13.6% 1.125 15.7%  152%  13.5%  16.9%
Share 21.0%  23.0%  11.85  23.3% 233%  23.6% 1.269 17.8%  17.1%  152%  19.0%
Right 17.7%  14.4% 1195  14.4% 145%  14.5% 1.068 15.0%  14.4%  12.8%  16.0%
Tonik 19.5%  13.1%  11.90  13.2% 13.1%  12.9% 1.176 165%  15.9%  14.1%  17.6%
Saver 18.8%  17.8%  12.06  17.7% 17.5%  18.0% 1.132 15.8%  153%  13.6%  17.0%
CDHPMat 203%  29.7% 1120  32.2% 33.8%  30.1% 1.221 17.1%  165%  14.7%  18.3%
CDHPNoM 20.3% -145% 1150 -15.1% -13.7%  -8.5% 1.221 17.1%  165%  14.7%  18.3%
3500 20.8%  7.7% 1191  7.8% 7.8%  1.3% 1.252 17.5%  16.9%  15.0%  18.8%
Total 19.8%  16.4% 16.7% 16.8%  16.8% 1.194 167%  16.1%  14.3%  17.9%
Underlying Medical Trend: 16.6% 14.0% 14.1%  14.1% 14.0%  13.5%  12.0%  15.0%

*The development of these trends (see separate appendix) was based on an experience study of claims experience by plan, after normalizing for changes

in monthly risk factors for: overall plan benefits, plan-mix, claims index (duration factors), and with/without seasonality applied (e.g., attributed to CY deductible).

These trends are before smoothing to adjust for variations in experience by plan (e.g., due to lower membership in some plans, etc.) (smoothing applied via (E))
See Appendix: Historical Trend Analysis (based on Exh-4 Data thru Aug-09 using Paid Clms thru Sep-09)

(A) based on Anthem orig method (all factors wtd by # mbr mos) (incl Prem Index; before changes for CDHP); non-annualized
(B) based on Anthem orig method, except adjusted for the following:

e adjustment applied to exclude Prem Index from calculated trend

e CDHP_nonMat adjusted to use 3500 Duration (Index) factors

® Plan Mix adjustment also applied for CDHP.

e calculated trends annualized based on wtd avg # mo's between periods

Thi§ B8 I DU e PO UF YHIE EREIHSB0YSR o AR Cli oA o DI E O BRGNICE B A°t00 B % BRE0RIN it only to them.
THE PSR AR s s A g s winent sl Fresilerr penally e SERARSSIVRIINL cocret” information by Anthem
( Xnt’ﬁem tﬁ%vg eg.{n ¢ ?orm, 0 eap;ﬂied':co underlying medica tren% in covered a owa%ﬁa am{s, e@orem rcost-shar’;g{m Y

hem V everag. factors by polj I t L. )
whatdptiohln subiitied tothe Salifora Demrinent AL Goolh 15 1311601 HURL his Lenont.be.renaried in its entirety to
are converted to monthly trends, appliecﬂﬁﬁﬁﬁ‘ﬂﬂ'lﬁﬂﬁétﬁo@md%&iﬂw&msmﬁ Ijéctlbkfeﬂf@téﬁffg;,mmt& claims trend are each

reduced to the ultimate future annual trend rate (e.g., 8%) consistently for claims & premium (see separate discussion on sensitivity-testing of future-year trend rate).
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Average Premium Index Factors by Year (based on weighted membership by duration)

SmartSense Roll-Up of Monthly Projections to Totals by Year

Scenario 1 (Block A Only)
Index Factors by Duration

Qtr-1 Qtr-2 Qtr-3 Qtr-4 Yr-2 Yr-3 Yr-4 Yr-5 Yr-6 Yr-7 Yr-8 Yr-9  Yr-10 Yrsll+ Total Wtd Avg Index

Premium 0945 0946 0971 0.981 1.000 1.069 1123 1.202 1301 1403 1490 1520 1550 1.598 Factors by Year
Claims 0675 0.826 0973 0.992 1000 1.089 1.186 1.356 1.608 1.810 1.847 1.884 1.921 2.202 Prem Clms
Membership Distribution by Duration (% Mbr Mos)
Pre 2008 - -
2008 49% 31% 16% 4% 0% 100% 0.951 0.782
2009 23% 21% 19% 16% 22% 0% 100% 0.968 0.883
2010 13% 12% 12% 12% 38% 11% 0% 100% 0.988 0.940
2011 3% 6% 8% 10% 36% 29% 9% 0% 100% 1.022 1.019
2012 0% 25% 35% 30% 10% 0% 100% 1.080 1121
2013 0% 24% 36% 30% 10% 0% 100% 1.151 1.255
2014 0% 24% 36% 30% 10% 0% 100% 1.233 1.437
2015 0% 23% 35% 31% 11% 0% 100% 1.329 1.636
2016 0% 22% 35% 32% 11% 0% 100% 1.420 1.784
2017 0% 22% 35% 32% 11% 0% 100% 1.487 1.858
2018 0% 22% 35% 32% 11% 100% 1.531 1.923
2019 0% 22% 35% 43% 100% 1.564 2.034
2020 0% 22% 78% 100% 1.587 2.140
2021 0% 100% 100% 1.598 2.201
2022 100% 100% 1.598 2.202
2023 100% 100% 1.598 2.202
2024 100% 100% 1.598 2.202
2025 100% 100% 1.598 2.202

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

Average Premium Index Factors by Year (based on weighted membership by duration)

Share Roll-Up of Monthly Projections to Totals by Year

Scenario 1 (Blocks A & B Combined)
Index Factors by Duration

Qtr-1  Qtr-2 Qtr-3 Qtr-4 Yr-2 Yr-3 Yr-4 Yr-5 Yr-6 Yr-7 Yr-8 Yr-9  Yr-10 Yrsl1l+ Total Wtd Avg Index

Premium 0.901 0904 0913 0929 1.000 1103 1224 1330 1385 1403 1431 1459 1488 1522 Factors by Year
Claims 0.604 0727 0909 0925 1.000 1171 1.244 1478 1539 1549 1580 1612 1644 1.832 Prem Clms
Membership Distribution by Duration (% Mbr Mos)
Pre 2008 5% 4% 5% 7% 20% 16% 22% 13% 6% 0% 0% 0% 0% 2% - -
2008 5% 5% 5% 5% 17% 16% 15% 18% 9% 3% 0% 0% 0% 2% 100% 1.147 1.186
2009 5% 5% 5% 5% 15% 13% 12% 12% 15% 7% 2% 0% 0% 2% 100% 1.169 1.216
2010 2% 2% 2% 4% 17% 13% 12% 11% 11% 14% 7% 2% 0% 2% 100% 1.217 1.292
2011 1% 1% 2% 2% 9% 15% 12% 11% 10% 11% 14% 7% 2% 2% 100% 1.274 1.373
2012 0% 5% 8% 15% 12% 11% 11% 11% 15% 8% 5% 100% 1.344 1.469
2013 0% 5% 8% 14% 11% 11% 11% 12% 16% 13% 100% 1.401 1.558
2014 0% 4% 7% 13% 11% 11% 11% 12% 29% 100% 1.442 1.634
2015 0% 4% 7% 13% 11% 11% 11% 42% 100% 1.468 1.685
2016 0% 4% 7% 13% 11% 11% 54% 100% 1.486 1.722
2017 0% 4% 7% 13% 11% 65% 100% 1.500 1.754
2018 0% 4% 7% 13% 76% 100% 1.510 1.783
2019 0% 4% 7% 90% 100% 1.518 1.811
2020 0% 4% 96% 100% 1521 1.825
2021 0% 100% 100% 1.522 1.832
2022 100% 100% 1.522 1.832
2023 100% 100% 1522 1.832
2024 100% 100% 1.522 1.832
2025 100% 100% 1.522 1.832

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

This report has been prepared for the exclusive use of the California Department of Insurance and
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Index Factors by Duration

Appendix E
Average Premium and Claim Index Factors By Year

Average Premium Index Factors by Year (based on weighted membership by duration)
Roll-Up of Monthly Projections to Totals by Year
(Blocks A & B Combined)

Qtr-1  Qtr-2 Qtr-3 Qtr-4 Yr-2 Yr-3 Yr-4 Yr-5 Yr-6 Yr-7 Yr-8 Yr-9  Yr-10 Yrs1l+ Total
Premium 0912 0927 0936 0951 1.000 1.079 1133 1213 1313 1416 1504 1534 1564 1.613
Claims 0575 0678 0823 0863 1.000 1300 1416 1.620 1920 2162 2205 2249 2294 2.630
Membership Distribution by Duration (% Mbr Mos)
Pre 2008 14% 12% 10% 10% 29% 20% 5% - -
2008 10% 10% 10% 9% 27% 21% 12% 2% 100% 1.008 1.015
2009 9% 8% 8% % 24% 19% 16% 9% 1% 100% 1.037 1.101
2010 7% 6% 6% 6% 22% 18% 15% 12% 7% 1% 100% 1.069 1.201
2011 2% 3% 4% 5% 20% 19% 16% 13% 11% 6% 1% 100% 1.119 1.355
2012 0% 13% 19% 19% 16% 13% 11% % 1% 100% 1.202 1.581
2013 0% 13% 19% 19% 16% 14% 12% 7% 1% 100% 1.283 1.779
2014 0% 13% 19% 18% 16% 14% 12% 7% 1% 100% 1.362 1.952
2015 0% 12% 18% 18% 16% 14% 12% 8% 100% 1.438 2.126
2016 0% 12% 18% 18% 17% 15% 21% 100% 1.502 2.272
2017 0% 11% 18% 18% 17% 35% 100% 1.548 2.373
2018 0% 11% 18% 18% 52% 100% 1.577 2.450
2019 0% 11% 18% 70% 100% 1.595 2.525
2020 0% 11% 88% 100% 1.607 2591
2021 0% 100% 100% 1.613 2.629
2022 100% 100% 1.613 2.630
2023 100% 100% 1.613 2.630
2024 100% 100% 1.613 2.630
2025 100% 100% 1.613 2.630

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

CDHP w/ Mat
Scenario 1

Index Factors by Duration

Average Premium Index Factors by Year (based on weighted membership by duration)
Roll-Up of Monthly Projections to Totals by Year
(Blocks A & B Combined)

Qtr-1  Qtr-2 Qtr-3 Qtr-4 Yr-2 Yr-3 Yr-4 Yr-5 Yr-6 Yr-7 Yr-8 Yr-9  Yr-10 Yrsll+ Total
Premium 0901 0.904 0913 0.929 1.000 1.103 1224 1330 1385 1403 1431 1459 1488 1522
Claims 0.604 0727 0909 0925 1000 1.171 1.244 1478 1539 1549 1580 1612 1644 1.832
Membership Distribution by Duration (% Mbr Mos)
Pre 2008 43% 35% 21% 0% - -
2008 28% 24% 20% 15% 14% 100% 0.922 0.796
2009 14% 15% 15% 15% 34% 6% 100% 0.954 0.887
2010 11% 9% 9% 8% 37% 23% 4% 100% 1.000 0.967
2011 3% 5% % 8% 27% 29% 19% 3% 100% 1.063 1.073
2012 0% 21% 26% 30% 19% 4% 100% 1.170 1.228
2013 0% 20% 26% 30% 20% 4% 100% 1.268 1.368
2014 0% 20% 26% 30% 20% 4% 100% 1.343 1.467
2015 0% 19% 25% 30% 21% 4% 100% 1.392 1.542
2016 0% 18% 25% 31% 22% 4% 100% 1.424 1.575
2017 0% 18% 25% 31% 22% 4% 100% 1.451 1.609
2018 0% 18% 25% 31% 26% 100% 1.480 1.674
2019 0% 18% 25% 57% 100% 1.502 1.745
2020 0% 18% 82% 100% 1.516 1.798
2021 0% 100% 100% 1.522 1.831
2022 100% 100% 1.522 1.832
2023 100% 100% 1.522 1.832
2024 100% 100% 1.522 1.832
2025 100% 100% 1.522 1.832

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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Tonik
Scenario 1

Index Factors by Duration

Qtr-1  Qtr-2
Premium  0.945 0.946
Claims 0.675 0.826

Appendix E
Average Premium and Claim Index Factors By Year

Average Premium Index Factors by Year (based on weighted membership by duration)
Roll-Up of Monthly Projections to Totals by Year
(Blocks A & B Combined)

Qtr-3  Qtr-4
0.971 0.981
0973 0.992

Yr-2
1.000
1.000

Membership Distribution by Duration (% Mbr Mos)

Pre 2008 14% 13%
2008 8% 10%
2009 % 6%
2010 11% 9%
2011 3% 5%

11%
10%

13%
10%

5% 5%
7% 6%
7% 8%

0%

32%
34%
28%
15%
23%
22%

0%

Yr-3
1.069
1.089

17%
22%
26%
18%
11%
22%
20%

0%

Yr-4
1.123
1.186

0%
6%
17%
18%
15%
11%
22%
19%
0%

Yr-5
1.202
1.356

0%
5%
12%
15%
15%
11%
21%
19%
0%

Yr-6
1.301
1.608

0%
4%
10%
15%
15%
11%
20%
18%
0%

Yr-7
1.403
1.810

0%
3%
11%
16%
15%
11%
20%
17%
0%

Yr-8
1.490
1.847

0%
3%
12%
17%
16%
11%
20%
17%
0%

Yr-9
1.520
1.884

0%
4%
12%
17%
16%
11%
20%
17%
0%

Yr-10 Yrs1l+

1550 1.598
1921 2202

0%
4%
13%
18%
16%
11%
20% 62%
17% 83%
0%  100%
100%

100%

100%

100%

0%
4%
17%
35%
51%

Total

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

(on Medical Portion)

1.008 0.983
1.040 1.038
1.057 1.064
1.089 1.153
1.165 1.303
1.249 1.449
1.328 1.587
1.404 1.731
1.472 1.875
1.525 1.979
1.558 2.044
1574 2.090
1.589 2.153
1.598 2.202
1.598 2.202
1.598 2.202
1.598 2.202
1.598 2.202

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

Average Premium Index Factors by Year (based on weighted membership by duration)

CDHP No Mat Roll-Up of Monthly Projections to Totals by Year

Scenario 1 (Blocks A Only)
Index Factors by Duration

Qtr-1 Qtr-2 Qtr-3 Qtr-4 Yr-2 Yr-3 Yr-4 Yr-5 Yr-6 Yr-7 Yr-8 Yr-9  Yr-10 Yrsll+ Total

Premium 0912 0927 0936 0.951 1.000 1.079 1133 1.213 1313 1416 1504 1534 1564 1.613
Claims 0575 0.678 0.823 0863 1.000 1.300 1416 1.620 1920 2162 2205 2249 2294 2.630
Membership Distribution by Duration (% Mbr Mos)
Pre 2008  100% - -
2008 47%  32% 16% 5% 0% 100% 0.923 0.662
2009 24% 21% 18% 15% 22% 0% 100% 0.945 0.778
2010 16% 14% 13% 12%  35% 10% 0% 100% 0.970 0.879
2011 3% 7% 9% 11%  37%  25% 8% 0% 100% 1.011 1.041
2012 0% 28% 37% 26% 8% 0% 100% 1.081 1.269
2013 0% 28% 37%  26% 8% 0% 100% 1.153 1.476
2014 0% 28% 3% 26% 8% 0% 100% 1.233 1.685
2015 0% 28% 37% 27% 8% 0% 100% 1.328 1.924
2016 0% 27% 37% 27% 9% 0% 100% 1.422 2.115
2017 0% 26% 37% 2T% 9% 0% 100% 1.493 2.213
2018 0% 26% 37% 27% 9% 100% 1541 2.283
2019 0% 26% 37% 36% 100% 1574 2.403
2020 0%  26% 73% 100% 1.600 2.540
2021 0% 100% 100% 1.613 2.629
2022 100% 100% 1.613 2.630
2023 100% 100% 1.613 2.630
2024 100% 100% 1.613 2.630
2025 100% 100% 1.613 2.630

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

This report has been prepared for the exclusive use of the California Department of Insurance and
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Average Premium Index Factors by Year (based on weighted membership by duration)
Right Roll-Up of Monthly Projections to Totals by Year
Scenario 1 (Blocks A & B Combined)

Index Factors by Duration
Qtr-1  Qtr-2 Qtr-3 Qtr-4 Yr-2 Yr-3 Yr-4 Yr-5 Yr-6 Yr-7 Yr-8 Yr-9  Yr-10 Yrsll+ Total

Premium 0945 0946 0971 0981 1.000 1069 1123 1202 1301 1403 1490 1520 1550 1.598

Claims 0675 0826 0973 0992 1.000 1.089 1186 1356 1.608 1810 1.847 1.884 1921 2202 Prem Clms
Membership Distribution by Duration (% Mbr Mos)

Pre 2008 8% 7% 6% 7% 24% 28% 19% 1% - --
2008 5% 6% 6% 6% 22% 23% 24% 8% 0% 100% 1.053 1.064
2009 5% 5% 5% 4% 17% 17% 19% 21% 7% 0% 100% 1.090 1.138
2010 3% 3% 3% 4% 15% 14% 15% 17% 18% 7% 0% 100% 1.139 1.249
2011 1% 2% 3% 3% 11% 13% 13% 14% 16% 18% 7% 0% 100% 1.202 1.374
2012 0% 7% 10% 13% 13% 14% 16% 19% 7% 0% 100% 1.287 1.519
2013 0% 7% 10% 13% 12% 14% 17% 20% 7% 0% 100% 1.363 1.646
2014 0% 6% 9% 12% 12% 14% 18% 21% 8% 100% 1.432 1.774
2015 0% 6% 9% 12% 12% 14% 18% 29% 100% 1.491 1.912
2016 0% 6% 9% 12% 13% 14% 47% 100% 1.535 2.012
2017 0% 5% 9% 12% 13% 61% 100% 1.562 2.077
2018 0% 5% 9% 12% 74% 100% 1.579 2122
2019 0% 5% 9% 86% 100% 1.589 2.160
2020 0% 5% 94% 100% 1.595 2.187
2021 0% 100% 100% 1.598 2.202
2022 100% 100% 1.598 2.202
2023 100% 100% 1.598 2.202
2024 100% 100% 1.598 2.202
2025 100% 100% 1.598 2.202

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

Average Premium Index Factors by Year (based on weighted membership by duration)
Saver Roll-Up of Monthly Projections to Totals by Year
Scenario 1 (Blocks A & B Combined)

Index Factors by Duration

Qtr-1  Qtr-2 Qtr-3 Qtr-4 Yr-2 Yr-3 Yr-4 Yr-5 Yr-6 Yr-7 Yr-8 Yr-9  Yr-10 Yrsll+ Total
Premium 0945 0946 0971 0981 1.000 1.069 1123 1.202 1301 1403 1490 1520 1550 1.598
Claims 0.675 0.826 0973 0992 1.000 1.089 1186 1.356 1.608 1.810 1.847 1.884 1.921 2.202

Membership Distribution by Duration (% Mbr Mos)

Pre 2008 4% 4% 2% 3% 11% 15% 16% 19% 13% 13% - -

2008 3% 3% 3% 3% 10% 12% 14% 17% 15% 11% 9% 100% 1.188 1.335
2009 5% 4% 3% 2% 8% 8% 10% 13% 15% 13% 10% 8% 100% 1.225 1.399
2010 2% 3% 3% 4% 11% 7% % 9% 11% 14% 12% 9% % 100% 1.265 1.470
2011 0% 1% 1% 2% 10% 10% 6% 6% 8% 11% 14% 13% 10% 7% 100% 1.328 1.589
2012 0% 3% 9% 9% 6% 6% 9% 12% 15% 13% 18% 100% 1.394 1.715
2013 0% 3% 9% 9% 6% 6% 9% 12% 15% 31% 100% 1.450 1.833
2014 0% 3% 8% 8% 6% 6% 9% 12% 48% 100% 1.496 1.947
2015 0% 3% 8% 8% 6% 6% 9% 60% 100% 1.533 2.036
2016 0% 2% 8% 8% 6% 6% 70% 100% 1.559 2.093
2017 0% 2% 8% 8% 6% 76% 100% 1.576 2.123
2018 0% 2% 8% 8% 82% 100% 1.585 2.146
2019 0% 2% 8% 90% 100% 1.592 2.173
2020 0% 2% 98% 100% 1.597 2.196
2021 0% 100% 100% 1.598 2.202
2022 100% 100% 1.598 2.202
2023 100% 100% 1.598 2.202
2024 100% 100% 1.598 2.202
2025 100% 100% 1.598 2.202

Note: Pre-2008 average durational factors are now shown since data on Mbrship Dist'n by duration was not complete (does not impact LLR calculation).

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Page 80
Axene Health Partners, LLC

www.axenehp.com




Appendix F
Summary of Adjustment to Historical (Starting) Trend Factor By Plan

Summary of Adjustment to Historical (Starting) Trend Factor by Plan
to Reflect Actual / Known Trend in Risk (Clms Dur & Plan Mix) applicable from Base PMPM Period to Sept-09

SmartS Share Right Tonik Saver  CDHPMat CDHPNoM 3500
Unadjusted Starting Trend Factor

Orig Anthem Starting Trend Factor 1.297 1.275 1.224 1.129 1.259 1.466 1.043 1.165

Annualized 1.313 1.279 1.225 1.130 1.257 1.507 1.044 1.166

#Mo's (wtd) from PMPM Base to Sept-09 8.55 9.66 9.71 9.81 9.67 8.90 8.29 9.41

Factor Applic from PMPM Base to Sept-09 (A) 1.214 1.219 1.178 1.105 1.203 1.356 1.030 1.128
Applic Adjustment to reflect Actual / known trend*

Previous Trend in Risk (CIms Dur & Plan-Mix) 1.113 1.030 1.056 1.006 1.054 1.102 1.154 1.064

Known Trend in Risk (CIms Dur & Plan-Mix) 1.029 1.016 1.057 1.016 1.023 1.080 1.108 1.052
Adjusted Total Trend Factor

From PMPM Base to Sept-09 (B) 1.122 1.203 1.179 1.116 1.167 1.328 0.989 1.116

Annualized 1.175 1.258 1.226 1.144 1.211 1.466 0.985 1.150

% Change in Starting PMPM resulting from
adjustment to incorporate known risk factor trend: B/A)-1 -7.6% -1.3% 0.1% 1.0% -2.9% -2.0% -4.0% -1.1%

NOTES:
This summarizes the calculated adjustments to the starting trend rates by plan that are applied in the LLR forecasts to obtain the month-1 projected PMPM
claims costs based on the average PMPM claims cost from the Base period cost.

Specifically, this shows the adjustments by plan to the measured/historical trends in order to reflect the actual / known change in claims risk factors (i.e., claims index and
claims index plan-mix) that occurred between the base period used for historical claims (e.g., 6/08 - 5/09) and Sept-09.

Ths recognizes that these risk factors (especially claims duration) do not change uniformly over time for the block, and thus uses the known applicable change in such

risk factors over the applicable trend period, rather than assuming the level of change in these factors will replicate the change measured in the earlier trend period.

For example, this would adjust to recognize any slowing in rate of increase in the average claims duration over time (e.g., Smart Sense), or conversely, any acceleration.
As indicated, the change is most pronounced for SmartSense & CDHP-NonMat, where the deceleration is the rate of increase in Claims Duration factors is the

greatest, due to the fact that these blocks are still relatively new (i.e., still early in the claims duration curve).

This is only an issue for projecting the Sept-09 starting claims cost, since actual monthly changes in the risk factors (claims duration) are factored into projected
PMPM claims costs in the LLR projection models, for all months thereafter.

Rl repeuct as beeruRrendrdbordhe exclsiaense of dhe- S shifonsiaDeparbunend: of s aucs sndavg agedervided it only to them.
rRoW hEsrépeurt:dtreltidesponderial iandirgferessesdontnataeigdithat has been labeled “confidential/trade secret” information by Anthem

when initially submitted to the California Department of Insurance. It is critical that this report be reviewed in its entirety to
Supporting detail for development of these factgeedssho WRATFtHONIATERISPDFPDF Vi SS BRIIPRIFTT SAREREM) ot Of context.
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Appendix G
Historical Trend Analysis

Historical Trend Analysis - Totals by Plan (based on Exh-4 Data)

Monthly Claims Risk Factors

Nzd Cims except Still Incl. Seasonality

| Fully Normalized Claims for Trend |

Incd SubT Total (n/a) PMPM Rolling 12-mo Wtd Avgs PMPM Rolling 12-mo Wtd Awgs |
Mbr Clms Ben. Plan Clms Qtrly excl incl Prem per P-to-P  Trend  Annual per P-to-P  Trend  Annual
Mos PMPM Fact. Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM  Trend Mo's Trend Month Midpt PMPM  Trend Mo's Trend
SmartSense
Dec-07 745 62.02 1 0.99 0.67 1.06 0.67 0.71 0.95 92.81 87.25
Jan-08 4,112 71.37 1 0.98 0.67 0.96 0.66 0.63 0.95 107.77 112.775
Feb-08 10,841 39.15 1 0.98 0.67 0.96 0.66 0.63 0.95 59.18 61.933
Mar-08 22,194 44.73 1 0.98 0.68 0.96 0.67 0.64 0.95 66.65 69.750
Apr-08 33,199 53.92 1 0.99 0.70 0.98 0.69 0.67 0.95 78.26 79.97
May-08 43,559 79.38 1 0.99 0.72 0.98 0.71 0.69 0.95 112.10 114.54
Jun-08 52,912 67.53 1 0.99 0.74 0.98 0.73 0.72 0.95 92.02 94.02
Jul-08 64,008 67.75 1 0.99 0.76 1.00 0.75 0.76 0.95 89.87 89.68
Aug-08 74,713 64.20 1 0.99 0.78 1.00 0.77 0.77 0.95 83.24 6/13/08 88.01 83.07 6/13/08 89.18
Sep-08 84,119 66.54 1 0.99 0.80 1.00 0.79 0.79 0.95 84.05 7/3/08 87.15 83.88 7/3/08 88.04
Oct-08 92,296 69.28 1 0.99 0.82 1.06 0.81 0.86 0.95 85.40 7/23/08 86.82 80.29 7/23/08 86.56
Now-08 99,125 68.25 1 0.99 0.84 1.06 0.83 0.88 0.96 82.13 8/12/08 86.02 77.22 8/12/08 84.97
Dec-08 105,131 84.47 1 0.99 0.85 1.06 0.84 0.90 0.96 100.23 8/31/08 88.19 94.23 8/31/08 86.38
Jan-09 112,055 75.20 1 0.99 0.86 0.96 0.85 0.82 0.96 88.09 9/21/08 88.07 92.18 9/21/08 87.06
Feb-09 120,226 69.53 1 0.99 0.87 0.96 0.86 0.82 0.96 80.80 10/13/08 87.45 84.56 10/13/08 87.03
Mar-09 131,516 88.69 1 0.98 0.86 0.96 0.85 0.81 0.96 104.66 11/7/08 90.14 109.52 11/7/08 90.33
Apr-09 138,424 75.73 1 0.97 0.87 0.98 0.84 0.83 0.96 89.71 12/3/08 90.44 91.66 12/3/08 90.80
May-09 143,517 84.96 1 0.97 0.88 0.98 0.85 0.83 0.97 100.27 12/29/08 90.83 102.45 12/29/08 91.33
Jun-09 147,460 91.26 1 0.96 0.88 0.98 0.85 0.83 0.97 107.56 1/25/09 92.66 109.90 1/25/09 93.30
Jul-09 152,721  82.69 1 0.96 0.89 1.00 0.85 0.85 0.97 97.50 2/22/09 93.31 97.30 2/22/09 93.91
Aug-09 158,393 84.10 1 0.95 0.89 1.00 0.85 0.85 0.97 99.11 3/22/09 94.44 7.3% 9.3 9.6% 98.91 3/22/09 94.98 6.5% 9.3 8.5%
Sep-09 1 0.95 0.89 1.00 (For SmartSense, using rolling 6-month avg approach instead, per limited history)
Oct-09 LLR forecasts Clms Dur factors
Now-09 but assumes Ben+Plan remain at 8/09 level
Dec-09
Historical Trend I%nal Anthem Approach (before annualization) | AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.
3/08 - 8/08 290585 65.20 1.00 0.99 0.742 099 0.73 0.73 6/20/08 88.79 6/20/08 89.87
3/09 - 8/09 872031 84.57 1.00 0.97 0.878 0.98 0.85 0.83 6/4/09 99.79 12.4% 11.5 13.0% 6/4/09 101.52 13.0% 11.5 13.6%
[[1.207] 1.00 098 1184 1.00] 1.155 | 1.149]
Orig U/L Trend (incl Ded Leveg.) 12.3%
Calc. Adjustment to Historical (Starting) Trend Factor to reflect Actual / known
Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10
|Historica| Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors Hist. Known Adj
6/08-5/09 1218042| 75.09 1.00 099 0.84 100 083 082 midpt= " 12/29/08 #Mos Total Risk Risk  Total
Sep-09 1.00 0.95 0.89 1.00 0.85 0.85 midpt= 9/16/09 Orig Anthem 11.47 1.297 1.155
mo's trend: 8.55 Annualize 12.00 1.313 1.162
Base Period to Sept-09 8.55 1113 1029 1122
Adj. Annualized Total: 1.175|

This report has been prepared for the exclusive use of the California Department of Insurance and we have provided it only to them.
This report includes material and references to material that has been labeled “confidential/trade secret” information by Anthem
when initially submitted to the California Department of Insurance. It is critical that this report be reviewed in its entirety to
assure that no conclusion or assessment is taken out of context.
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Appendix G
Historical Trend Analysis

Historical Trend Analysis - Totals by Plan (based on Exh-4 Data)

Monthly Claims Risk Factors

Nzd Cims except Still Incl. Seasonality

Fully Normalized Claims for Trend

[
n/a) PMPM [

Incd SubT __ Total Rolling 12-mo Wtd Avgs PMPM | Rolling 12-mo Wtd Avgs |
Mbr Cims Ben. Plan Clms Qtly  excl incl  Prem  per P-to-P _ Trend _Annual per P-to-P Trend  Annual
Mos PMPM Fact. Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM Trend Mo's Trend Month Midpt PMPM Trend Mo's Trend
Share
Jan-07 129,980 93.06 1 0.86 1.09 0.90 0.94 0.84 1.08 99.11 8/2/06 101.71 110.57 8/2/06 101.68
Feb-07 130,333 80.98 1 0.86 1.09 0.90 0.94 0.84 1.08 86.07 o/1/06 101.71 96.03 9/1/06 10175
Mar-07 131,350 98.94 1 0.86 1.09 0.90 0.94 0.85 1.09 104.90 10/1/06 101.83 117.03 10/1/06 101.92
Apr-07 131,340 107.48 1 0.86 1.11 0.99 0.95 0.95 1.10 112.66 10/31/06 104.22 113.53 10/31/06 104.33
May-07 131,097 95.78 1 0.86 1.12 0.99 0.96 0.95 1.11 99.59 12/1/06 104.53 100.36 12/1/06 104.64
Jun-07 130,571 103.71 1 0.86 1.12 0.99 0.97 0.96 1.11 107.24 12/31/06 104.64 108.07 12/31/06 104.75
Jul-07 130,003 112.76 1 0.86 1.13 1.01 0.97 0.98 1.11 116.10 1/30/07 106.49 114.64 1/30/07 106.58
Aug-07 129,573 133.58 1 0.86 113 1.01 0.98 0.99 1.11 136.89 3/1/07 108.49 135.17 3/1/07 108.56
Sep-07 128,837 110.60 1 0.86 114 1.01 0.98 0.99 1.12 112.69 4/1/07 109.90 111.27 a/1/07 109.95
Oct-07 128,594 139.40 1 0.86 114 1.10 0.98 1.08 1.12 141.65 s/1/07 113.36 128.94 s/1/07  113.11
Now-07 128,180 119.97 1 0.86 114 1.10 0.99 1.08 1.12 121.69 s/a1/07  112.27 110.77  ss3107  112.13
Dec-07 127,469 128.14 1 0.86 1.15 1.10 0.99 1.09 1.12 129.53 6/30/07 113.92 13.2% 11.9 13.3% 117.91 6/30/07 113.66 13.2% 11.9 13.3%
Jan-08 126,337 111.02 1 0.86 1.15 0.90 0.99 0.89 1.12 111.82 7/30/07 114.99 13.1% 11.9 13.2% 124.75 7/30/07 114.82 12.9% 11.9 13.0%
Feb-08 125,411 99.28 1 0.86 1.16 0.90 1.00 0.90 1.13 99.34 8/30/07 116.15 14.2% 11.9 14.3% 110.83 8/30/07 116.08 14.1% 11.9 14.2%
Mar-08 126,791 109.77 1 0.86 1.17 0.90 1.01 0.90 1.14 109.13 9/29/07 116.53 14.4% 11.9 14.5% 121.75 9/29/07 116.46 14.3% 11.9 14.4%
Apr-08 126,296 125.31 1 0.86 1.17 0.99 1.01 1.00 1.14 123.82 10/30/07 117.46 12.7% 11.9 12.8% 124.78 10/30/07 117.39 12.5% 11.9 12.6%
May-08 125,326 123.04 1 0.86 1.18 0.99 1.02 1.01 1.15 12111  11/28/07 119.29 14.1% 119  14.2% 122.05 11/20/07 119.23 13.9%  11.9  14.0%
Jun-08 124,236 125.53 1 0.86 1.19 0.99 1.02 1.01 1.15 122.84  12/30/07 120.61 15.3%  12.0 15.3% 123.79  12/30/07 120.55 15.1%  12.0  15.1%
Jul-08 123,185 114.43 1 0.86 119 1.01 1.03 1.04 1.15 111.57 1/20/08 120.26 12.9%  12.0  13.0% 110.16  1/20/0s 120.22 12.8%  12.0  12.8%
Aug-08 122,103 129.01 1 0.86 1.20 1.01 1.03 1.04 1.15 12525 2/28/08 119.24  9.9%  12.0 9.9% 123.67  2/28/08 119.22 9.8%  12.0 9.9%
Sep-08 120,708 136.25 1 0.86 121 1.01 1.04 1.05 1.16 131.21 3/30/08 120.76 9.9% 12.0 9.9% 129.56 3/30/08 120.73 9.8% 12.0 9.8%
Oct-08 119,628 142.08 1 0.86 1.21 1.10 1.04 1.15 1.16 136.25 4/29/08 120.20 6.0% 12.0 6.1% 124.02 4/29/08 120.28 6.3% 12.0 6.4%
Nowv-08 118,553 151.35 1 0.86 1.21 1.10 1.05 1.15 1.16 144.70 5/29/08 122.03 8.7% 12.0 8.7% 131.71 5/29/08 122.02 8.8% 12.0 8.8%
Dec-08 117,401 153.32 1 0.86 1.22 1.10 1.05 1.15 1.16 146.27 6/29/08 123.31 8.2% 12.0 8.3% 133.14 6/29/08 123.26 8.4% 12.0 8.5%
Jan-09 116,491 124.80 1 0.86 1.22 0.90 1.05 0.94 1.16 119.10 7/29/08 123.96 7.8% 12.0 7.8% 132.87 7/29/08 123.89 7.9% 12.0 7.9%
Feb-09 116,645 130.55 1 0.86 1.21 0.90 1.04 0.93 1.16 125.18 s/28/08 126.18  8.6%  12.0 8.7% 139.66  s/2s/08 126.28 8.8%  12.0 8.8%
Mar-09 112,410 146.70 1 0.86 1.20 0.90 1.03 0.93 1.16 142.09 o/27/08 128.92 10.6%  12.0 10.7% 158.52  o/27/08 129.19 10.9%  12.0  11.0%
Apr-09 108,171 153.06 1 0.86 1.20 0.99 1.03 1.02 1.16 148.56  10/27/0s 130.86 11.4%  11.9  11.5% 149.71  10/27/08 131.13 11.7%  11.9  11.8%
May-09 105,870 156.54 1 0.86 1.20 0.99 1.03 1.02 1.17 151.77  11/26/08 133.30 11.7%  11.9  11.8% 152.94  11/26/08 133.59 12.0%  11.9  12.1%
Jun-09 104,097 183.52 1 0.86 1.20 0.99 1.04 1.03 1.17 177.08 12/25/08 137.53 14.0% 11.9 14.2% 178.45 12/25/08 137.84 14.3% 11.9 14.5%
Jul-09 102,650 189.25 1 0.86 121 1.01 1.04 1.05 1.17 181.86 1/24/09 143.21 19.1% 11.9 19.3% 179.57 1/24/09 143.48 19.3% 11.9 19.6%
Aug-09 101,127 175.29 1 0.86 1.22 1.01 1.05 1.06 1.17 167.70 2/23/09 146.69 23.0% 11.9 23.3% 165.59 2/23/09 146.94 23.3% 11.9 23.6%
Sep-09 1 0.86 1.22 1.01
Oct-09 LLR forecasts Clms Dur factors
Now-09 but assumes Ben+Plan remain at 8/09 level
Dec-09
Historical Trend [Original Anthem Approach (before annualization) ] AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.
9/07 - 8/08 1512765 11963 1.00 0.86 116 1.00 1.00 1.00 2/28/08 119.24 2/28/08 119.22
9/08 - 8/09 1343751 15258 1.00 _ 0.86 121 1.00 1.04 1.04 2/23/09 146.69 23.0% 11.9  23.3% 2/23/09 146.94 23.3% 11.9  23.6%
| 2.27s] 1.00  1.00 1.04 _1.00] _1.037] 1.037|
Orig U/LTrend (incl Ded Leveg.) 23.0%
Calc. Adjustment to Historical (Starting) Trend Factor to reflect Actual / known
Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10
[Historical Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors Unadjusted Hist. Known Adj
6/08-5/09 1405401 13819 1.00 0.86 120 1.00 1.04 1.04 11/26/08 # Mos Total Risk Risk  Total
Sep-09 1.00  0.86 122 1.01_ 1.05 1.07 9/16/09 Orig Anthem 11.85  1.275 1.037
016 mo'strend:  9.66 Annualize 12.00 __ 1.279 1.037

Base Period to Sept-09
Adj. Annualized Total:

9.66 1.219 1.030

1.016' 1.203}

1.258

This report has been prepared for the exclusive use of the California Department of Insurance and we have provided it only to them.
This report includes material and references to material that has been labeled “confidential/trade secret” information by Anthem
when initially submitted to the California Department of Insurance. It is critical that this report be reviewed in its entirety to
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Appendix G
Historical Trend Analysis

Historical Trend Analysis (based on Exh-4 Data thru Aug-09 using Paid Clms thru Sep-09; Totals by Plan)

Monthly Claims Risk Factors

Nzd Clms except Still Incl. Seasonality

Fully Normalized Claims for Trend

[
n/a) PMPM [

Incd SubT __ Total Rolling 12-mo Wtd Avgs PMPM | Rolling 12-mo Wtd Avgs ]
Cims Ben. Plan Clms Qtry excl incl  Prem  per P-to-P__Trend  Annual per P-to-P _Trend _ Annual
PMPM Fact.  Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM  Trend Mo's  Trend Month  Midpt PMPM Trend Mo's  Trend

89.74 1 1.07 0.98 1.00 1.05 1.05 1.01 85.06 7/30/06 83.33 85.06 7/30/06 83.33

83.07 1 1.07 0.99 1.00 1.06 1.06 1.01 78.59 8/30/06 83.25 78.59 8/30/06 83.25
100.47 1 1.07 0.98 1.00 1.06 1.06 1.01 95.11 9/29/06 84.32 95.11 9/29/06 84.32

84.01 1 1.07 0.99 1.00 1.06 1.06 1.01  79.12 10/30/06 84.40 79.12  10/30/06 84.40

96.78 1 1.07 1.00 1.00 1.07 1.07 1.02  90.50 11/29/06 85.10 90.50  11/29/06 85.10

86.60 1 1.07 1.00 1.00 1.07 1.07 1.02 80.67 12/30/06 84.26 80.67  12/30/06 84.26

89.05 1 1.07 1.00 1.00 1.08 1.08 1.02 82.63 1/29/07 84.34 82.63 1/29/07 84.34

98.18 1 1.07 1.01 1.00 1.08 1.08 1.02 90.67 2/28/07 84.54 90.67 2/28/07 84.54

95.23 1 1.07 1.01 1.00 1.09 1.09 1.03 87.76 3/30/07 85.62 87.76 3/30/07 85.62

97.16 1 1.07 1.01 1.00 1.09 1.09 1.03 89.39 4/29/07 86.01 89.39 4/29/07 86.01

95.31 1 1.07 1.02 1.00 1.09 1.09 1.03 87.43 5/30/07 85.99 87.43 5/30/07 85.99
100.16 1 1.07 1.02 1.00 1.10 1.10 1.03 91.44 6/29/07 86.50 4.7% 12.0 4.7% 91.44 6/29/07 86.50 4.7% 12.0 4.7%

94.59 1 1.07 1.03 1.00 1.10 1.10 1.04 85.81 7/29/07 86.57 3.9% 12.0 3.9% 85.81 7/29/07 86.57 3.9% 12.0 3.9%

98.87 1 1.07 1.04 1.00 1.11 1.11 1.04 88.88 8/29/07 87.44 5.0% 12.0 5.1% 88.88 8/29/07 87.44 5.0% 12.0 5.1%
105.06 1 1.07 1.04 1.00 1.12 1.12 1.04 93.99 9/28/07 87.29 3.5% 11.9 3.5% 93.99 9/28/07 87.29 3.5% 11.9 3.5%
115.53 1 1.07 1.05 1.00 1.13 1.13 1.05 102.64 10/28/07 89.20 5.7% 11.9 5.7% 102.64 10/28/07 89.20 5.7% 11.9 5.7%
125.88 1 1.07 1.06 1.00 1.13 1.13 1.05 111.01 11/27/07 90.79 6.7% 11.9 6.7% 111.01 11/27/07 90.79 6.7% 11.9 6.7%
118.27 1 1.07 1.06 1.00 1.14 1.14 1.05 103.61 12/27/07 92.66 10.0% 11.9 10.0% 103.61 12/27/07 92.66 10.0% 11.9 10.0%
123.40 1 1.07 1.07 1.00 1.15 1.15 1.06 107.39 1/26/08 94.68 12.3% 11.9 12.4% 107.39 1/26/08 94.68 12.3% 11.9 12.4%
115.42 1 1.07 1.08 1.00 1.16 1.16 1.06 99.91 2/25/08 95.43 12.9% 11.9 13.0% 99.91 2/25/08 95.43 12.9% 11.9 13.0%
112.95 1 1.07 1.08 1.00 1.16 1.16 1.06 97.31 3/26/08 96.26 12.4% 11.9 12.5% 97.31 3/26/08 96.26 12.4% 11.9 12.5%
126.28 1 1.07 1.09 1.00 1.17 1.17 1.06 108.25 a/25/08 97.80 13.7% 11.9 13.8% 108.25 a/25/08 97.80 13.7% 11.9 13.8%
113.01 1 1.07 1.09 1.00 1.17 1.17 1.07 96.39 5/26/08 98.64 14.7% 11.9 14.8% 96.39 5/26/08 98.64 14.7% 11.9 14.8%
139.51 1 1.07 1.10 1.00 1.18 1.18 1.07 118.21 6/25/08 100.80 16.5% 11.9 16.7% 118.21 6/25/08 100.80 16.5% 11.9 16.7%
123.27 1 1.07 1.11 1.00 1.19 1.19 1.07 103.90 7/26/08 102.42 18.3% 11.9 18.5% 103.90 7/26/08 102.42 18.3% 11.9 18.5%
107.34 1 1.07 1.11 1.00 1.19 1.19 1.08 89.83 8/25/08 102.71 17.5% 11.9 17.6% 89.83 8/25/08 102.71 17.5% 11.9 17.6%
138.70 1 1.07 1.11 1.00 1.19 1.19 1.08 116.26 9/25/08 104.54 19.8% 11.9 19.9% 116.26 9/25/08 104.54 19.8% 11.9 19.9%
129.53 1 1.07 1.12 1.00 1.20 1.20 1.08 108.14 10/25/08 104.99 17.7% 11.9 17.8% 108.14 10/25/08 104.99 17.7% 11.9 17.8%
142.52 1 1.07 1.12 1.00 1.21 1.21 1.08 118.13 11/24/08 105.41 16.1% 11.9 16.2% 118.13 11/24/08 105.41 16.1% 11.9 16.2%
144.39 1 1.07 1.13 1.00 1.22 1.22 1.09 118.66 12/24/08 106.57 15.0% 11.9 15.1% 118.66 12/24/08 106.57 15.0% 11.9 15.1%
153.84 1 1.07 1.14 1.00 1.23 1.23 1.09 125.58 1/23/09 107.92 14.0% 11.9 14.1% 125.58 1/23/09 107.92 14.0% 11.9 14.1%
141.98 1 1.07 1.15 1.00 1.23 1.23 1.09 115.22 2/23/09 109.21 14.4% 11.9 14.5% 115.22 2/23/09 109.21 14.4% 11.9 14.5%

1 1.07 1.16 1.00
LLR forecasts Clms Dur factors
but assumes Ben+Plan remain at 8/09 level
[Original Anthem Approach (before annualization) | AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.
10659 1.00 1.07 1.04 1.00 1.12 1.12 2/25/08  95.43 2/25/08  95.43
13042 1.00  1.07 111 1.00  1.19 1.19 2/23/09  109.21 14.4% 11.9  14.5% 2/23/09 109.21 14.4% 11.9 14.5%
[[1224] 1.00  1.00 1.07 _1.00[ 1.070[ 1.070]

Orig U/LTrend (incl Ded Leveg.) 14.4%

|Hist0rica| Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors

6/08 - 5/09
Sep-09

855,786

123.82 1.00
1.00

1.07
1.07

1.09
1.16

1.00
1.00

1.17 1.17
1.24 1.24

1.057 1.057]

midpt=
midpt=
mo's trend:

11/24/08
9/16/09
9.71

Calc. Adjustment to Historical (Starting) Trend Factor to reflect Actual / known
Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10

Orig Anthem
Annualize

Base Period to Sept-09
Adj. Annualized Total:

1.178

Total
1.224
1.225

Hist.
Risk
1.070
1.070
1.056

Known
Risk

1.057| 1.179

Adj
Total

1.226]
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Tonik

Jan-07
Feb-07
Mar-07
Apr-07
May-07
Jun-07
Jul-07
Aug-07
Sep-07
Oct-07
Now-07
Dec-07
Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Now-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Now-09
Dec-09

Historical Trend
9/07 - 8/08
9/08 - 8/09

Mbr
Mos

52,237
54,346
56,381
57,353
58,215
59,165
59,899
60,833
61,550
62,231
63,130
63,718
63,977
64,161
61,816
59,817
58,178
56,842
55,343
53,975
52,598
51,218
49,924
48,784
47,640
46,529
44,923
43,707
42,867
42,364
42,198
41,971

724,737
554,723

Appendix G
Historical Trend Analysis

Historical Trend Analysis (based on Exh-4 Data thru Aug-09 using Paid Clms thru Sep-09; Totals by Plan)

Monthly Claims Risk Factors

Nzd Clms except Still Incl. Seasonality

Fully Normalized Claims for Trend |

Incd SubT  Total (n/a) PMPM | Rolling 12-mo Wtd Avgs | PMPM | Rolling 12-mo Wtd Avgs |
Clms Ben. Plan Cims Qtrly excl incl  Prem  per P-to-P Trend Annual per P-to-P Trend Annual
PMPM Fact. Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM Trend Mo's Trend Month Midpt PMPM Trend Mo's Trend
byFormula
90.54 1.000 1.08 0.91 0.96 0.99 0.95 0.98 91.82 8/17/06 88.20 95.53 8/17/06 87.90
92.97 1.000 1.08 0.91 0.96 0.99 0.95 0.98 94.38 9/15/06 89.96 98.20 9/15/06 89.90
92,17 1.000  1.08 0.91 0.96 0.98 0.95 0.98 93.72 10/15/06 ~ 91.09 97.51  10/15/06  91.22
91.42 1.000 1.08 0.92 0.99 0.99 0.98 0.98 92.46 11/14/06 91.61 93.64 11/14/06 91.78
89.99 1.000 1.08 0.92 0.99 1.00 0.98 0.98 90.22 12/14/06 92.31 91.37 12/14/06 92.52
96.03 1.000 1.08 0.93 0.99 1.00 0.99 0.98 96.04 1/12/07 93.04 97.27 1/12/07 93.29
95.64 1.000 1.08 0.93 1.00 1.00 1.01 0.98 95.27 2/10/07 93.08 94.88 2/10/07 93.32
85.88 1.000  1.07 0.94 1.00 1.01 1.01 0.99 85.10 3a1/07 92,16 84.75  3511/07  92.38
91.19 1.000 1.08 0.94 1.00 1.01 1.01 0.99 90.22 4/10/07 92.31 89.85 4/10/07 92.51
97.27 1.000 1.07 0.94 1.05 1.01 1.06 0.99 96.14 5/9/07 92.04 91.80 5/9/07 92.16
85.67 1.000 1.07 0.94 1.05 1.01 1.06 0.99 84.47 6/8/07 91.05 80.66 6/8/07 91.13
106.79 1.000  1.07 0.95 1.05 1.02 1.07 0.99 104.96 7/7/07 92,92  6.2%  11.6 6.4% 100.22 7/7/07  92.84  6.8% 11.6 7.0%
92.86 1.000 1.07 0.95 0.96 1.02 0.98 0.99 90.92 8/6/07 92.82 5.2% 11.6 5.4% 94.59 8/6/07 92.80 5.6% 11.6 5.8%
95.08 1.000 1.07 0.96 0.96 1.03 0.99 1.00 92.53 9/5/07 92.68 3.0% 11.6 3.1% 96.27 9/5/07 92.70 3.1% 11.6 3.2%
91.01 0.920 1.07 0.96 0.96 0.95 0.91 1.00 96.19 10/4/07 92.90 2.0% 11.6 2.1% 100.08 10/4/07 92.95 1.9% 11.6 2.0%
77.00 0.921 1.07 0.97 0.99 0.95 0.94 1.00 80.71 11/2/07 91.94 0.4% 11.6 0.4% 81.73 11/2/07 91.99 0.2% 11.6 0.2%
87.63 0.920 1.07 0.98 0.99 0.96 0.95 1.00 91.20 12/1/07  92.02 -0.3%  11.6  -0.3% 92.36  12/1/07  92.07 -0.5% 116 -0.5%
87.87 0.920 1.07 0.99 0.99 0.97 0.95 1.01 90.93 12/30/07 91.61 -1.5% 11.6 -1.6% 92.08 12/30/07 91.65 -1.8% 11.6 -1.8%
95.76 0.920 1.07 0.99 1.00 0.97 0.98 1.01 98.43 1/27/08 91.83 -1.3% 11.5 -1.4% 98.03 1/27/08 91.87 -1.6% 11.5 -1.6%
94.78 0.920 1.07 1.00 1.00 0.98 0.98 1.01 96.81 2/25/08 92.76 0.7% 11.5 0.7% 96.42 2/25/08 92.81 0.5% 11.5 0.5%
92.15 0.919 1.07 1.00 1.00 0.98 0.99 1.01 93.73 3/25/08 93.05 0.8% 11.5 0.8% 93.35 3/25/08 93.10 0.6% 11.5 0.7%
112.39 0.918  1.07 1.01 1.05 0.99 1.03 1.02 113.86 aj23/08  94.29  2.4% 115 2.6% 108.72  as23/08  94.35  2.4% 11.5 2.5%
90.85 0.919 1.06 1.01 1.05 0.99 1.04 1.02 91.60 5/23/08 95.00 4.3% 11.5 4.5% 87.46 5/23/08 95.10 4.4% 11.5 4.5%
121.25 0.919 1.06 1.02 1.05 1.00 1.04 1.02 121.60 6/22/08 95.98 3.3% 11.5 3.4% 116.11 6/22/08 96.14 3.6% 11.5 3.7%
87.80 0.921 1.06 1.02 0.96 1.00 0.96 1.03 87.69 7/22/08 95.87 3.3% 11.5 3.4% 91.24 7/22/08 95.93 3.4% 11.5 3.5%
81.09 0.920 1.06 1.03 0.96 1.01 0.97 1.03 80.67 8/22/08  95.10  2.6%  11.6 2.7% 83.93  gp2/08 9503  2.5% 11.6 2.6%
96.10 0.920 1.06 1.03 0.96 1.00 0.96 1.03 95.85 9/21/08 95.05 2.3% 11.6 2.4% 99.72 9/21/08 94.87 2.1% 11.6 2.1%
128.26 0.918 1.06 1.03 0.99 1.00 0.99 1.03 127.92 10/22/08 98.81 7.5% 11.6 7.7% 129.55 10/22/08 98.64 7.2% 11.6 7.5%
103.74 0.919 1.06 1.03 0.99 1.00 0.99 1.04 103.29 11/21/08 99.88 8.5% 11.7 8.8% 104.60 11/21/08 99.69 8.3% 11.7 8.5%
117.52 0.919 1.06 1.04 0.99 1.01 0.99 1.04 116.74 12/22/08 101.99 11.3% 11.8 11.6% 118.23 12/22/08 101.79 11.1% 11.8 11.3%
115.67 0.919  1.05 1.04 1.00 1.01 1.01 1.04 115.05 1/21/00 103.31 12.5%  11.8 12.7% 114.58 12100 103.11 12.2% 118 12.4%
115.74 0.919 1.05 1.04 1.00 1.00 1.01 1.04 115.23 2/22/09 104.85 13.0% 11.9 13.1% 114.76 2/22/09 104.64 12.8% 11.9 12.9%
0.919 1.05 1.04 1.00
LLR forecasts Clms Dur factors
but assumes Ben+Plan remain at 8/09 level
[Original Anthem Approach (before annualization) AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.
91.98 0.96 1.07 096 1.00 0.99 0.99 2/25/08  92.76 | 2/25/08  92.81
10473 092  1.06 1.02  1.00  1.00 1.00 2/22/09 104.85 13.0% 11.9  13.1% 2/22/09 104.64 12.8% 11.9 12.9%
1.139] 0.96 _ 0.99 1.06 __ 1.00] 1.007] 1.008]

Orig U/L Trend (incl Ded Leveg.)

13.1%

[Historical Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors

6/08 - 5/09
Sep-09

594,351

| 98.91

0.92
0.92

1.06
1.05

1.01
1.04

1.00
1.00

0.99
1.01

0.99
1.01

1.016 1.019

midpt=
midpt=

mo's trend:

11/21/08
9/16/09
9.81

*Tonik Trend Adj to original LLR Model Med-only Starting Trend of:

12.9%

Calc. Adj. to Historical (Starting) Trend Factor to reflect Actual / known

Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10

Orig Anthem*
Annualize

Base Period to Sept-09
Adj. Annualized Total:

Unadjusted
# Mos Total
11.90 1.129
12.00 1.130

9.81 1.006

Hist. Known
Risk Risk
1.007

1.007

1.016' 1.116

Adj
Total

1.144

This report has been prepared for the exclusive use of the California Department of Insurance and we have provided it only to them.
This report includes material and references to material that has been labeled “confidential/trade secret” information by Anthem
when initially submitted to the California Department of Insurance. It is critical that this report be reviewed in its entirety to
assure that no conclusion or assessment is taken out of context.

Axene Health Partners, LLC

www.axenehp.com

Page 85




Appendix G
Historical Trend Analysis

Historical Trend Analysis (based on Exh-4 Data thru Aug-09 using Paid Cims thru Sep-09; Totals by Plan)

Monthly Claims Risk Factors |

Nzd Clms except Still Incl. Seasonality |

Fully Normalized Claims for Trend

Incd SubT Total (n/a) PMPM | Rolling 12-mo Wtd Avgs | PMPM | Rolling 12-mo Wtd Avgs |
Mbr Clms Ben. Plan Clms Qtrly excl incl  Prem  per P-to-P Trend Annual per P-to-P Trend Annual
Mos PMPM Fact. Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM Trend Mo's Trend Month Midpt PMPM Trend Mo's Trend
CDHP Mat
Jan-07
Feb-07
Mar-07 o 000 1 1.01 0.60 0.85 o.61 0.52 0.90 0.00 0.00
Apr-07 195 63.35 1 0.98 0.60 0.91 0.59 0.54 0.90 106.99 117.59
May-07 453 125.99 1 0.98 0.60 0.91 0.59 0.54 0.90 213.23 234.38
Jun-07 737 161.35 1 0.97 0.60 0.91 0.59 0.53 0.90 275.45 302.76
Jul-07 1,097 90.35 1 0.97 0.63 1.02 0.61 0.62 0.90 147.63 144.87
Aug-07 1,451 120.97 1 0.97 0.64 1.02 0.63 0.64 0.90 193.46 189.85
Sep-07 1,774 58.91 1 0.97 0.65 1.02 0.63 0.65 0.90 92.99 91.25
Oct-07 2,246 111.35 1 0.96 0.68 1.22 0.65 0.80 0.90 171.27 140.03
Now-07 2,605 180.30 1 0.96 0.70 1.22 0.67 0.82 0.90 268.95 219.90
Dec-07 2,892 90.74 1 0.97 0.72 1.22 0.69 0.85 0.91 131.17 107.25
Jan-08 3,251 144.94 1 0.97 0.73 0.85 0.71 0.60 0.91 203.66 240.13
Feb-08 3,625 102.77 1 0.97 0.75 0.85 0.73 0.62 0.91 141.57 166.92
Mar-08 4,085 107.11 1 0.97 0.75 0.85 0.73 0.62 0.91 146.10 12/3/07 170.62 172.26 12/3/07 173.51
Apr-08 4,421 102.81 1 0.97 0.77 0.91 0.75 0.68 0.91 137.23 12/26/07 165.90 150.84 12/26/07 170.39
May-08 4,770 328.50 1 o.98 0.78 o0.91 0.76 0.70 0.92 429.67 1/18/08 203.43 472.28 1/18/08  213.21
Jun-08 5,122 167.80 1 0.98 0.79 0.91 0.78 0.71 0.92 216.16 2/12/08 203.75 237.59 2/12/08 214.79
Jul-08 5,495 237.48 1 0.98 0.81 1.02 0.79 0.81 0.92 300.57 3/9/08 217.97 294.96 3/9/08 227.18
Aug-08 5,877 177.15 1 0.98 0.81 1.02 0.80 0.82 0.93 220.98 4/5/08 219.13 216.86 a/5/08 227.04
Sep-08 6,293 238.89 1 0.99 0.82 1.02 0.81 0.82 0.93 295.26 5/2/08 233.00 289.74 5/2/08 239.58
Oct-08 6,756 364.09 1 0.99 0.82 1.22 0.81 0.99 0.93 448.26 5/31/08 261.86 366.51  ss31/08 259.17
Now-08 7,143 220.46 1 0.99 0.83 1.22 0.82 1.00 0.93 269.61 6/29/08 262.48 220.44 6/29/08 256.25
Dec-08 7,578 244.79 1 0.99 0.83 1.22 0.82 1.00 0.93 297.93 7/27/08 272.54 243.60 7/27/08 261.45
Jan-09 8,054 189.53 1 0.99 0.83 0.85 0.82 0.70 0.93 230.51 8/26/08 270.89 271.78 8/26/08 263.65
Feb-09 8,522 183.17 1 0.99 0.83 0.85 0.82 0.70 0.94 22248 o/2a/08 271.65 262.32  o9/24/08 268.23
Mar-09 8,726 180.74 1 0.98 0.84 0.85 0.82 0.70 0.94 219.71 10/23/08 272.40 59.7% 10.7 69.3% 259.06 10/23/08 272.19 56.9% 10.7 66.0%
Apr-09 8,717 196.93 1 0.98 0.85 0.91 0.84 0.76 0.94 235.19 11/20/08 275.69 66.2% 10.9 75.2% 258.51 11/20/08 277.21 62.7% 10.9 71.1%
May-09 8,734 258.75 1 0.98 0.87 0.91 0.85 0.78 0.95 303.16 12/18/08 270.01 32.7% 11.0 36.1% 333.22 12/18/08 272.14 27.6% 11.0 30.5%
Jun-09 8,746 239.96 1 0.97 0.89 0.91 0.86 0.79 0.95 277.81 1/15/09 273.80 34.4% 11.1 37.6% 305.35 1/15/09 277.30 29.1% 11.1 31.8%
Jul-09 8,791 329.36 1 0.97 0.90 1.02 0.87 0.89 0.95 377.84 2/12/00 281.97 29.4% 11.2 31.9% 370.79  2/12/09 285.02 25.5% 11.2 27.6%
Aug-09 8,834 265.98 1 0.96 0.92 1.02 0.88 0.90 0.96 301.95 3/12/09 287.49 31.2% 11.2 33.8% 296.31 3/12/09 290.18 27.8% 11.2 30.1%
Sep-09 1 0.96 0.92 1.02
Oct-09 LLR forecasts Clms Dur factors
Now-09 but assumes Ben+Plan remain at 8/09 level
Dec-09
Historical Trend [original Anthem Approach (before annualization) | AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.
9/07 - 8/08 46,162 16453 1.00 0.97 0.76 0.98 0.74 0.73 4/5/08 219.13 4/5/08 227.04
9/08 - 8/09 96,895 241.27 1.00  0.98 0.85 0.99 0.84 0.83 3/12/09 287.49 31.2% 112  33.8% 3/12/09 290.18 27.8% 11.2 30.1%
1.466] 1.00 1.01 112 1.01] 1.130] 1.143]|
Orig U/L Trend (incl Ded Leveg.) 29.7%
Calc. Adjustment to Historical (Starting) Trend Factor to reflect Actual / known
Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10
[Historical Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors Unadjusted Hist. Known Adj
6/08 - 5/09 87.016| 22110 1.00 0.99 0.83 099 0.82 0.81 midpt= 12/18/08 # Mos Total Risk Risk  Total
Sep-09 1.00 0.96 0.92 1.02  0.88 0.90 midpt= 9/16/09 Orig Anthem 11.20 1.466 1.130
1.080 1.110 mo's trend:  8.90 Annualize 12.00 1.507 1.140

1.102 1.030| 1.328]

Base Period to Sept-09

Adj. Annualized Total: 1.466
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Saver

Jan-07
Feb-07
Mar-07
Apr-07
May-07
Jun-07
Jul-07
Aug-07
Sep-07
Oct-07
Now-07
Dec-07
Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Now-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Nowv-09
Dec-09

Historical Trend
9/07 - 8/08
9/08 - 8/09

Mbr
Mos

23,523
23,144
22,755
22,332
21,996
21,681
21,319
21,007
20,640
20,311
19,955
19,671
19,313
19,003
18,889
18,670
18,434
18,118
17,844
17,536
17,170
16,819
16,519
16,249
15,912
15,866
15,815
15,693
15,596
15,535
15,422
15,327

228,383
191,922

Appendix G
Historical Trend Analysis

Historical Trend Analysis (based on Exh-4 Data thru Aug-09 using Paid Clms thru Sep-09; Totals by Plan)

Monthly Claims Risk Factors.

Nzd Clms except Still Incl. Seasonality

Fully Normalized Claims for Trend

Incd SubT  Total (n/a) PMPM Rolling 12-mo Wtd Avgs | PMPM | Rolling 12-mo Wtd Avgs |
Clms Ben. Plan Clms  Qtrly excl incl Prem per P-to-P Trend Annual per P-to-P Trend Annual
PMPM Fact. Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM Trend Mo's Trend Month Midpt PMPM Trend Mo's Trend
102.79 1 1.00 1.18 0.95 1.18 1.12 1.11 87.01 7/23/06 96.44 91.59 7/23/06 96.59

105.06 1 1.00 1.19 0.95 1.19 1.13 1.11 88.26 8/23/06 97.38 92.90 8/23/06 97.45

116.64 1 1.00 1.20 0.95 1.20 1.14 1.12 97.48 9/23/06 96.98 102.61 9/23/06 96.92

95.08 1 1.00 1.21 0.97 1.21 1.17 1.12 78.83 10/24/06 97.49 81.27 10/24/06 97.37

106.29 1 1.00 1.21 0.97 121 1.18 1.13  87.51 11/24/06  97.30 90.21  11/2406  97.12

108.74 1 1.00 1.22 0.97 1.22 1.19 1.13 88.92 12/24/06 97.72 91.67 12/24/06 97.50

124.09 1 1.00 1.23 1.00 1.23 1.23 1.13 100.75 1/24/07 98.81 100.75 1/24/07 98.57

107.68 1 1.00 1.24 1.00 1.24 1.24 1.14 86.74 2/23/07  96.66 86.74  2/2307  96.43

94.47 1 1.00 1.25 1.00 1.25 1.25 1.14 75.47 3/26/07 92.54 75.47 3/26/07 92.30

140.95 1 1.00 1.26 1.08 1.26 1.36 1.15 111.99 4/25/07 91.01 103.69 4/25/07 91.00

145.44 1 1.00 1.27 1.08 1.27 1.37 1.15 114.94 5/26/07 92.71 106.42 5/26/07 92.69

103.57 1 1.00 1.27 1.08 1.27 1.38 1.15 81.32 6/25/07 91.42 -4.1% 12.1 -4.1% 75.30 6/25/07 91.61 -4.1% 12.1 -4.1%
100.86 1 1.00 1.29 0.95 1.29 1.22 1.16 78.49 7/26/07 90.84 -5.8% 12.1 -5.8% 82.62 7/26/07 90.92 -5.9% 12.1 -5.8%
105.79 1 1.00 1.30 0.95 1.30 1.23 1.17  81.45 8/25/07  90.37  -7.2% 121  -7.2% 85.73  s/sp7  90.35  -7.3% 121 -7.3%
117.24 1 1.00 1.30 0.95 1.30 1.24 1.17 89.92 9/25/07 89.68 -7.5% 12.0 -7.5% 94.65 9/25/07 89.54 -7.6% 12.0 -7.6%
116.94 1 1.00 1.31 0.97 1.31 1.27 1.18 88.97 10/25/07 90.62 -7.0% 12.0 -7.0% 91.72 10/25/07 90.47 -7.1% 12.0 -7.1%

93.79 1 1.00 1.32 0.97 1.32 1.28 1.18 70.98 11/25/07  89.39  -8.1%  12.0  -8.1% 73.18 112507  89.16 -8.2% 12.0  -8.2%
118.69 1 1.00 1.33 0.97 1.33 1.29 1.18 89.17 12/26/07 89.42 -8.5% 12.0 -8.5% 91.92 12/26/07 89.14 -8.6% 12.0 -8.5%
113.10 1 1.00 1.34 1.00 1.34 1.34 1.19 84.33 1/25/08 87.98 -11.0% 12.0 -10.9% 84.33 1/25/08 87.71 -11.0% 12.0 -11.0%
103.45 1 1.00 1.35 1.00 1.35 1.35 1.19 76.57 2/25/08  87.22 -9.8%  12.0 -9.7% 76.57  2p5/08  86.94 -9.8% 120 -9.8%

98.44 1 1.00 1.36 1.00 1.36 1.36 1.20 72.15 3/26/08 87.15 -5.8% 12.0 -5.8% 72.15 3/26/08 86.86 -5.9% 12.0 -5.9%
154.48 1 1.00 1.37 1.08 1.37 1.48 1.21 112.38 4/26/08 86.79 -4.6% 12.0 -4.6% 104.06 4/26/08 86.63 -4.8% 12.0 -4.8%
135.05 1 1.00 1.38 1.08 1.38 1.49 121 97.70 s/2e08 8504  -8.3%  12.0  -8.3% 90.46  spe/08  85.10 -8.2% 120 -8.2%
145.87 1 1.00 1.39 1.08 1.39 1.50 1.21 104.94 6/25/08 86.89 -5.0% 12.0 -4.9% 97.17 6/25/08 86.92 -5.1% 12.0 -5.1%
164.64 1 1.00 1.40 0.95 1.40 1.33 1.22 117.74 7/26/08 89.98 -1.0% 12.0 -0.9% 123.93 7/26/08 90.10 -0.9% 12.0 -0.9%
115.56 1 1.00 1.40 0.95 1.40 1.33 1.22  82.46 s/25/08  90.18 -0.2%  12.0  -0.2% 86.80 508 90.25  -0.1% 120  -0.1%
134.02 1 1.00 1.39 0.95 1.39 1.32 1.22 96.58 9/24/08 90.70 1.1% 12.0 1.1% 101.67 9/24/08 90.72 1.3% 12.0 1.3%
149.07 1 1.00 1.38 0.97 1.38 1.34 1.22 107.74 10/25/08 92.19 1.7% 12.0 1.7% 111.07 10/25/08 92.21 1.9% 12.0 1.9%
113.02 1 1.00 1.38 0.97 1.38 1.34 1.22 81.69 11/25/08 93.33 4.4% 12.0 4.4% 84.21 11/25/08 93.35 4.7% 12.0 4.7%
183.73 1 1.00 1.39 0.97 1.39 1.35 1.22 132.34 12/26/08 96.79 8.2% 12.0 8.2% 136.43 12/26/08 96.88 8.7% 12.0 8.7%
158.10 1 1.00 1.39 1.00 1.39 1.39 1.22 113.52 1/26/09 99.27 12.8% 12.0 12.8% 113.52 1/26/09 99.36 13.3% 12.0 13.2%
160.02 1 1.00 1.40 1.00 1.40 1.40 1.23 114.52 2/26/09 102.56 17.6% 12.1 17.5% 114.52 2/26/09 102.65 18.1% 12.1 18.0%

1 1.00 1.41 1.00
LLR forecasts Clms Dur factors
but assumes Ben+Plan remain at 8/09 level
[Original Anthem Approach (before annualization) | AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.

113.06 1.00 1.00 130 1.00 1.30 1.30 2/25/08  87.22 2/25/08  86.94

142.30 __1.00 __ 1.00 1.39  1.00 _ 1.39 1.39 2/26/09 102.56 17.6% 12.1 _ 17.5% 2/26/09  102.65 18.1% 12.1 18.0%

1.259] 1.00  1.00 1.07 __ 1.00] 1.068] 1.068]

Orig U/L Trend (incl Ded Leveg.)

17.8%

[Historical Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors

6/08 - 5/09
Sep-09

199,136

128.29

1.00
1.00

1.00
1.00

1.37
1.41

1.00
1.00

1.37 1.37
1.41 1.41

1.023 1.023

midpt=
midpt=

mo's trend:

11/25/08
9/16/09
9.67

Calc. Adjustment to Historical (Starting) Trend Factor to reflect Actual / known
Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10
Hist.
Risk
1.068
1.068
1.054

Orig Anthem

Annualize

Base Period to Sept-09
Adj. Annualized Total:

Unadjusted

# Mos Total
12.06 1.259
12.00 1.257

Known  Adj
Risk  Total

1.023' 1.167

1.211]
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Appendix G
Historical Trend Analysis

Historical Trend Analysis (based on Exh-4 Data thru Aug-09 using Paid Cims thru Sep-09; Totals by Plan)

Monthly Claims Risk Factors

Nzd Clms except Still Incl. Seasonality

Fully Normalized Claims for Trend

Incd SubT Total (nfa) PMPM Rolling 12-mo Wtd Awgs PMPM | Rolling 12-mo Wtd Awgs |
Mbr Clms Ben. Plan Clms Qtrly excl incl Prem per P-to-P  Trend Annual per P-to-P  Trend Annual
Mos PMPM Fact. Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM Trend Mo's Trend Month Midpt PMPM  Trend Mo's Trend
CDHP NonMat
Jan-08 385 34.47 1 0.91 0.57 0.85 0.52 0.44 0.91 65.85 includes 77.64
Feb-08 951 24.03 1 0.91 0.57 0.85 0.52 0.44 0.91 45.86 revision 54.07
Mar-08 1,820 26.04 1 0.91 0.58 0.85 0.53 0.45 0.91 48.96 to include 57.73
Apr-08 2,734] 21.36 1 0.91 0.59 0.91 0.54 0.49 0.91 39.38 Clms & Prem 43.29
May-08 3,743| 30.42 1 0.91 0.60 0.91 0.55 0.50 0.92 55.05 Dur factors 60.51
Jun-08 4,596| 25.12 1 0.91 0.62 0.91 0.57 0.51 0.92 44.40 that are 48.81
Jul-08 5,573| 177.44 1 0.91 0.64 1.02 0.58 0.59 0.92 305.50 same as 299.79
Aug-08 6,701] 75.03 1 0.91 0.65 1.02 0.59 0.61 0.92 126.19 6/13/08 123.19 3500 123.83 6/13/08 124.04
Sep-08 7,537 85.33 1 0.91 0.67 1.02 0.61 0.62 0.92 139.93 7/4/08 126.89 137.32 7/4/08 126.97
Oct-08 8,293 80.19 1 0.91 0.69 1.22 0.63 0.77 0.93 127.71 7/24/08 127.05 104.42 7/24/08 122.57
Nov-08 9,102 46.64 1 0.91 0.71 1.22 0.65 0.79 0.93 72.23 8/14/08 117.37 59.06 8/14/08 111.35
Dec-08 9,837 75.46 1 0.92 0.72 1.22 0.66 0.80 0.93 114.75 9/3/08 116.27 93.82 9/3/08 108.00
Jan-09 10,884 50.61 1 0.92 0.73 0.85 0.67 0.57 0.93 75.78 9/25/08 110.40 89.35 9/25/08 105.34
Feb-09 11,864 46.33 1 0.92 0.74 0.85 0.68 0.58 0.93 68.07 10/18/08 105.07 80.26  10/18/08 102.33
Mar-09 13,793| 59.42 1 0.91 0.74 0.85 0.67 0.57 0.94 88.15 11/13/08 103.68 103.93 11/13/08 103.42
Apr-09 14,973| 73.58 1 0.91 0.74 0.91 0.68 0.62 0.94 108.39 12/10/08 105.99 119.14 12/10/08 107.16
May-09 15,978| 79.13 1 0.91 0.75 0.91 0.69 0.63 0.94 115.03 1/6/09 108.80 126.44 1/6/09 111.21
Jun-09 16,840| 87.66 1 0.91 0.77 0.91 0.70 0.64 0.94 125.39 2/3/09 113.18 137.82 2/3/09 116.81
Jul-09 17,867| 76.48 1 0.91 0.78 1.02 0.71 0.72 0.95 108.21 3/3/09 105.10 106.19 3/3/00 108.39
Aug-09 18,916| 74.81 1 0.91 0.79 1.02 0.71 0.73 0.95 104.71 a4/1/09 104.15 -15.5% 9.6 -19.0% 102.75 a/1/09 107.04 -13.7% 9.6 -16.9%
Sep-09 1 0.91 0.80 1.02 (For CDHP-NonM, using rolling 6-month avg approach instead, per limited history)
Oct-09 LLR forecasts Clms Dur factors
Now-09 but assumes Ben+Plan remain at 8/09 level
Dec-09
Historical Trend |Origina| Anthem Approach (before annualization) AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.
3/08 - 8/08 25,166 72.58 1.00 0.91 0.62 096 057 0.55 6/21/08 125.36 6/21/08 126.15
3/09 - 8/09 98,368  75.67 1.00 0.91 0.76 0.94 0.70 0.65 6/6/09 108.80 -13.2% 11.5 -13.7% 6/6/09 115.89 -8.1% 11.5 -8.5%
[ 1043] 100 100 122 098] 1.220] 1.199]
Orig U/LTrend (incl Ded Leveg.) -14.5%
Calc. Adjustment to Historical (Starting) Trend Factor to reflect Actual / known
Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10
|Historica| Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors Unadjusted Hist. Known Adj
6/08 - 5/09 119,132| 70.24 1.00 0.91 0.71 0.98 0.65 0.64 midpt= 1/6/09 # Mos Total Risk Risk Total
Sep-09 1.00 0.91 0.80 1.02  0.72 0.74 midpt= 9/16/09 Orig Anthem 11.50 1.043 1.220
1.108 1.151 mo's trend: 8.29 Annualize 12.00 1.044 1.230

Base Period to Sept-09
Adj. Annualized Total:

8.29 1.154

1. 108| 0.989

0.985
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Appendix G
Historical Trend Analysis

Historical Trend Analysis (based on Exh-4 Data thru Aug-09 using Paid Clms thru Sep-09; Totals by Plan)

[ Monthly Claims Risk Factors

Nzd Clms except Still Incl. Seasonality | [

Fully Normalized Claims for Trend

Incd SubT Total (n/a) PMPM Rolling 12-mo Wtd Avgs | PMPM | Rolling 12-mo Wtd Avgs |
Mbr Clims Ben. Plan Clms Qtrly excl incl Prem per P-to-P Trend Annual per P-to-P Trend Annual
Mos PMPM Fact. Mix Dur. Seas. Seas. Seas. Dur. Month Midpt PMPM Trend Mo's Trend Month Midpt PMPM Trend Mo's Trend
3500
Jan-07 53,236 86.25 1 0.91 0.90 0.85 0.82 0.70 0.97 105.25 8/13/06  84.55 124.09 51306  84.48
Feb-07 54,771 42.19 1 0.91 0.91 0.85 0.83 0.70 0.98 50.95 9/10/06 81.48 60.08 9/10/06 81.37
Mar-07 57,655 71.54 1 0.91 0.92 0.85 0.83 0.70 0.98 86.26 10/10/06 82.21 101.71 10/10/06 82.71
Apr-07 59,708 55.46 1 0.91 0.93 0.91 0.84 0.76 0.98 66.15 11/10/06 81.89 72.70 11/10/06 82.58
May-07 61,629 63.15 1 0.91 0.93 0.91 0.85 0.77 0.99 74.70 12/10/06 81.74 82.11 12/10/06 82.64
Jun-07 63,289 65.15 1 0.90 0.94 0.91 0.85 0.77 0.99 76.52 1/10/07 82.33 84.11 1/10/07 83.49
Jul-07 64,893 67.96 1 0.90 0.95 1.02 0.86 0.87 0.99 79.37 2/10/07 83.01 77.89 2/10/07 84.08
Aug-07 66,539 73.94 1 0.90 0.95 1.02 0.86 o.88 0.99 85.83 3/12/07  82.45 84.23 351207  83.46
Sep-07 68,154 78.24 1 0.90 0.96 1.02 0.87 0.88 0.99 90.32 a/12/07 83.79 88.63 4/12/07 84.71
Oct-07 69,942 92.35 1 0.90 0.96 1.22 0.87 1.06 0.99 106.39 5/12/07 86.99 86.98 5/12/07 86.88
Now-07 71,794 69.74 1 0.90 0.96 1.22 0.87 1.06 0.99 80.11 6/11/07 86.29 65.50 6/11/07 85.87
Dec-07 73,219 9124 1 0.90 0.97 1.22 0.87 1.07 0.99 104.37 7/12/07  84.48  2.5%  11.9 2.5% 85.34 712007  83.97 3.2% 11.9 3.2%
Jan-08 74,505 41.49 1 0.90 0.97 0.85 0.88 0.75 1.00 47.16 8/10/07 79.54 -5.9% 11.9 -6.0% 55.61 8/10/07 78.56 -7.0% 11.9 -7.1%
Feb-08 75,501 56.53 1 0.90 0.99 0.85 0.89 0.76 1.00 63.45 9/9/07 79.97 -1.8% 11.9 -1.9% 74.82 9/9/07 79.46 -2.3% 11.9 -2.4%
Mar-08 76,867 70.63 1 0.90 1.00 0.85 0.90 0.76 1.00 78.35 10/0/07  79.38  -3.4%  11.9  -3.5% 92.38  10/907  79.11 -4.3% 119 -4.4%
Apr-08 77,982 70.48 1 0.90 1.01 0.91 0.91 0.83 1.01 77.15 11/8/07 80.12 -2.2% 11.9 -2.2% 84.81 11/8/07 80.09 -3.0% 11.9 -3.0%
May-08 78,763 88.89 1 0.90 1.02 0.91 0.92 0.84 1.01 96.30 12/8/07 81.98 0.3% 11.9 0.3% 105.85 12/8/07 82.30 -0.4% 11.9 -0.4%
Jun-08 79,401 71.87 1 0.90 1.03 0.91 0.93 0.85 1.01 77.12 1/7/08 81.94 -0.5% 11.9 -0.5% 84.77 1/7/08 82.40 -1.3% 11.9 -1.3%
Jul-o8 80,227 82.34 1 0.90 1.04 1.02 0.94 0.96 1.01 87.65 2/6/08  82.64 -0.4%  11.9  -0.5% 86.01 2/6/08  83.05 -1.2% 119 -1.2%
Aug-08 80,875 79.27 1 0.90 1.05 1.02 0.95 0.96 1.02 83.84 3/7/08 82.51 0.1% 11.8 0.1% 82.27 3/7/08 82.89 -0.7% 11.8 -0.7%
Sep-08 81,379 77.87 1 0.90 1.05 1.02 0.95 0.97 1.02 81.77 4/5/08 81.87 -2.3% 11.8 -2.3% 80.25 4/5/08 82.23 -2.9% 11.8 -3.0%
Oct-08 82,067 93.26 1 0.90 1.06 1.22 0.96 1.17 102 97.41 s/s/os 8139 -6.4%  11.8  -6.5% 79.64 s/s/08  81.65 -6.0% 1.8  -6.1%
Nowv-08 82,554 103.15 1 0.90 1.06 1.22 0.96 1.18 1.02 107.18 6/4/08 83.75 -2.9% 11.8 -3.0% 87.63 6/4/08 83.40 -2.9% 11.8 -2.9%
Dec-08 83,135 123.38 1 0.90 1.07 1.22 0.97 1.18 1.02 127.63 7/5/08 85.99 1.8% 11.8 1.8% 104.35 7/5/08 85.08 1.3% 11.8 1.4%
Jan-09 84,435 71.02 1 0.90 1.07 0.85 0.97 0.82 1.03 73.32 8/4/08 87.88 10.5% 11.8 10.7% 86.44 8/4/08 87.48 11.4% 11.8 11.5%
Feb-09 85,271 62.41 1 0.90 1.08 0.85 0.97 0.83 1.03  64.09 o/3/08  87.69  9.7%  11.8 9.8% 75.57 o/3/08  87.42 10.0% 11.8  10.2%
Mar-09 85,525 87.79 1 0.90 1.07 0.85 0.97 0.82 1.03 90.47 10/4/08 88.67 11.7% 11.8 11.9% 106.66 10/4/08 88.71 12.1% 11.8 12.3%
Apr-09 85,745 65.01 1 0.90 1.08 0.91 0.98 0.89 1.03 66.66 11/3/08 87.67 9.4% 11.9 9.5% 73.27 11/3/08 87.68 9.5% 11.9 9.6%
May-09 86,353 84.38 1 0.90 1.09 0.91 0.98 0.89 1.03 85.92 12/3/08 86.83 5.9% 11.9 6.0% 94.44 12/3/08 86.83 5.5% 11.9 5.6%
Jun-09 86,757 76.18 1 0.90 1.10 o0.91 0.99 0.90 1.04 76.99 1209 86.75  5.9%  11.9 5.9% 84.63 1/2/09 ~ 86.80 5.3% 11.9 5.4%
Jul-09 87,352 105.21 1 0.90 1.10 1.02 1.00 1.02 1.04 105.58 2/2/09 88.31 6.9% 11.9 6.9% 103.61 2/2/09 88.31 6.3% 11.9 6.4%
Aug-09 87,736 91.06 1 0.90 1.11 1.02 1.00 1.02 1.04 90.75 3/4/09 88.87 7.7% 11.9 7.8% 89.06 3/4/09 88.86 7.2% 11.9 7.3%
Sep-09 1 090 1.12  1.02
oct-09 LLR forecasts Clms Dur factors
Now-09 but assumes Ben+Plan remain at 8/09 level
Dec-09
Historical Trend [original Anthem Approach (before annualization) | AHP Altern Approach before Season. Adj. AHP Altern Approch incl Normaliz. for Seas.
9/07 - 8/08 907231 74.39 1.00 0.90 1.00 1.00 0.90 0.90 3/7/08  82.51 3/7/08  82.89
9/08 - 8/09 1018308 86.65  1.00 _ 0.90 108 1.00 o0.98 0.97 3/4/09 8887 7.7% 11.9 7.8%) 3/4/09 _ 88.86  7.2% 11.9 7.3%
1.6s] 1.00  1.00 108 1.00] 1.081] 1.083]
Orig U/L Trend (incl Ded Leveg.) 7.7%
Calc. Adjustment to Historical (Starting) Trend Factor to reflect Actual / known
Trend in Risk (Clms Dur & Plan Mix) applic from Base PMPM Period to Sept-10
[Historical Base PMPM vs Sept-09: Calc Known/Actual trend in Risk Factors Unadjusted Hist. Known Adj
6/08 - 5/09 9969S7| 83.43 1.00 0.90 1.06 1.00 0.96 0.96 midpt=  12/3/08 # Mos Total Risk Risk  Total
Sep-09 1.00 _ 0.90 112 1.02 midpt=  9/16/09 Orig Anthem 11.91 1.165 1.081
mo's trend:  9.41 Annualize 12.00 1.166 1.082

9.41 1.128 1.064 1.052| 1.116]

Base Period to Sept-09

Adj. Annualized Total: 1.150|
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Appendix H
Claim/Premium Relativity By Duration

Claims/ Premium Relativity by Duration

[ Share (Mat) & CDHP-Mat ] [ 3500 & CDHP-NonM | [ Smarts, Sawer, Right, Tonik |

AHP AHP AHP AHP AHP AHP AHP AHP AHP

Orig Best Low High Orig Best Low High Orig Best Low High

Q1 0.67 0.67 0.67 0.67 0.63 0.63 0.63 0.63 0.71 0.68 0.68 0.68
Q2 0.80 0.80 0.80 0.80 0.73 0.73 0.73 0.73 0.87 0.85 0.85 0.85
Q3 1.00 1.00 1.00 1.00 0.88 0.88 0.88 0.88 1.00 0.96 0.96 0.96
Q4 1.00 1.00 1.00 1.00 0.91 0.91 0.91 0.91 1.01 0.98 0.98 0.98
Yr2 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Yr3 1.06 1.06 1.04 1.09 1.20 1.20 1.20 1.20 1.02 1.01 1.01 1.02
Yra 1.02 1.02 1.05 111 1.25 1.25 1.25 127 1.06 1.06 1.06 1.07
Yr5 111 111 1.05 112 1.34 1.32 1.30 1.35 113 112 112 114
Yré 111 111 1.05 112 1.46 1.40 1.34 1.42 1.24 1.18 118 1.20
Yr7 110 110 1.05 112 1.53 1.44 137 1.48 1.29 121 121 127
Yr8 110 110 1.05 112 147 1.46 1.39 1.53 1.24 1.23 121 131
Yr9 110 110 1.05 112 147 1.49 141 1.55 1.24 1.25 121 1.34
Yr 10 110 110 1.05 112 147 1.50 1.43 1.56 1.24 1.26 121 1.35
Yrs 11+ 1.20 110 1.05 112 1.63 151 1.44 157 1.38 127 121 1.35

AHP "Best" for plans w/ Matemity follows Anthem experience pattern in Yrs 2-4 (e.g., to allow for cyclical experience by year).
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Appendix I
Summary of AHP Estimated Underlying Benefit Seasonality Factors By Qtr

Summary of AHP Estimated Underlying Benefit Seasonality Factors by Qtr
(per study of Anthem Normalized Claims Experience*)

CDHP CDHP
Right Saver SmartS Tonik Share Non-Mat w/ Matern. 3500

Avg Ded $0 $500 $1,136  $1,943  $4,416  $2532  $2,532  $3,500
Ded applies to Rx: N N N N N Yes Yes Yes/HSA
Average Seasonality Factors by Quarter

Jan-Mar 1.000 0.950 0.956 0.961 0.896 0.848 0.848 0.848

Apr-Jun 1.000 0.970 0.979 0.987 0.992 0.910 0.910 0.910

Jul-Sep 1.000 1.000 1.002 1.004 1.013 1.019 1.019 1.019

Oct-Dec 1.000 1.080 1.064 1.047 1.099 1.223 1.223 1.223

*Seasonality factors used to assess calculated trends (based on significant membership changes by plan, given high CY
deductibles) as well as incorporated into LLR projections. Factors developed based on AHP analysis of monthly pmpm
claims costs, normalized for changes in claims duration, plan-mix, benefit factors (see attached summary of analysis).
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Appendix I
Summary of AHP Estimated Underlying Benefit Seasonality Factors By Qtr

Development of Estimated Underlying Benefits Seasonality Factors by Qtr

Right Saver SmartS Tonik
( $0 Avg Ded) ($500 Awg Ded) ($1136 Awg Ded) ($1943 Avg Ded)
2006 2007 2008 2009 UnSm.  smoothed 2006 2007 2008 2009 UnSm. smoothed 2006 2007 2008 2009 UnSm. smoothed 2006 2007 2008 2009 UnSm. smoothed
Member Months W.Awg  Wtd.Awg W.Awg  Wtd.Awg W.Awg Wid.Avg W.Awg  Wtd.Awg
Jan 91954 90589 84755 70022 32156 23523 19313 15912 0 0o 4112 112055 28981 52237 63977 47640
Feb 93697 90895 83419 69158 31595 23144 19003 15866 o 0 10841 120226 31677 54346 64161 46529
Mar 94335 90614 81908 67123 29688 22755 18889 15815 0 0 22194 131516 34223 56381 61816 44923
Apr 93808 89633 80425 65091 28425 22332 18670 15693 o 0 33199 138424 35999 57353 59817 43707
May 93241 89017 79168 63878 27648 21996 18434 15596 0 0 43559 143517 37537 58215 58178 42867
Jun 92538 88411 77913 62834 27002 21681 18118 15535 0 0 52912 147460 39107 59165 56842 42364
Jul 92225 87804 76584 61942 26394 21319 17844 15422 0 0 64008 152721 40738 59899 55343 42198
Aug 91909 87321 75342 61165 25913 21007 17536 15327 0 0 74713 158393 42743 60833 53975 41971
Sep 91512 86790 74180 25412 20640 17170 o 0 84119 44921 61550 52598
Oct 91367 86537 73228 24944 20311 16819 0 0 92296 47022 62231 51218
Nov 91257 86328 72136 24474 19955 16519 o 0 99125 48847 63130 49924
Dec 90894 85813 71132 24011 19671 16249 o 745 105131 50376 63718 48784

Normalized Inc'd Cims PMPM (Normzlized for Claims Duration, Plan-Mix, Benefit Fact)

Jan 76.52 85.06 85.81 103.90 78.20 87.01 78.49 117.74 o 0 107.77 88.09 82.73 91.82 90.92 87.69
Feb 79.65 78.59 88.88 89.83 81.16 88.26 81.45 82.46 0 0 59.18 80.80 69.46 94.38 92.53 80.67
Mar 82.19 95.11 93.99 116.26 101.50 97.48 89.92 96.58 o 0 66.65 104.66 78.10 93.72 96.19 95.85
Apr 78.40 79.12 102.64 108.14 77.46 78.83 88.97 107.74 0 0 7826 89.71 85.05 9246 80.71 127.92
May 82.03 90.50 111.01 118.13 91.50 87.51 70.98 81.69 o 0 112.10 100.27 78.38  90.22 91.20 103.29
Jun 90.72 80.67 103.61 118.66 86.10 88.92 89.17 132.34 o o 92.02 107.56 86.54 96.04 90.93 116.74
Jul 81.85 82.63 107.39 125.58 88.63 100.75 84.33 113.52 o 0 89.87 97.50 95.64  95.27 98.43 115.05
Aug 87.98 90.67 99.91 115.22 111.90 86.74 76.57 114.52 o 0 83.24 99.11 95.76 85.10 96.81 115.23
Sep 74.85 87.76 97.31 123.52 7547 72.15 0 0 84.05 87.29 90.22 93.73
Oct 84.65 89.39 108.25 124.77 111.99 112.38 o 0 85.40 101.21  96.14 113.86
Nov 87.56 87.43 96.39 92.33 114.94 97.70 o o 82.13 96.31  84.47 91.60
Dec 85.25 91.44 118.21 97.26  81.32 104.94 o 92.81 100.23 82.35 104.96 121.60
AHP Estim Seasonality Factors, based on Anthem Normalized Inc'd Clms PMPM **
Jan 1.01 0.91 0.97 0.96 1.00 0.89 0.89 1.20 0.97 0.95 0.96 0.96 0.96 0.99 0.99 0.85 0.95 0.96
Feb 0.93 0.93 0.82 0.90 1.00 0.91 0.93 0.81 0.89 0.95 0.87 0.87 0.96 1.02 1.00 0.77 0.94 0.96
Mar 112 0.98 1.05 1.05 1.00 1.04 1.04 0.94 1.01 0.95 112 1.12 0.96 1.02 1.03 0.91 0.99 0.96
Apr 0.92 1.05 0.97 0.98 1.00 0.86 1.03 1.04 0.96 0.97 0.93 0.95 0.94 0.98 1.00 0.86 1.19 1.00 0.99
May 1.01 1.05 1.13 1.06 1.00 0.97 0.95 0.83 0.93 0.97 1.31 131 0.98 0.92 0.99 0.96 0.96 0.99
Jun 111 0.94 1.04 1.03 1.00 0.90 0.96 1.03 0.96 0.97 1.06 1.06 0.98 1.01 1.04 0.95 1.00 0.99
Jul 0.99 0.95 1.05 1.00 1.00 0.92 1.10 0.95 0.99 1.00 1.05 1.05 1.00 1.10 1.03 1.02 1.04 1.00
Aug 1.06 1.04 0.97 1.03 1.00 1.15 0.96 0.85 1.00 1.00 0.97 0.97 1.00 1.08 0.92 1.01 0.99 1.00
Sep 0.89 1.00 0.94 0.94 1.00 1.27 0.84 0.79 1.00 1.00 0.95 0.95 1.00 0.97 0.97 0.98 0.98 1.00
Oct 1.00 1.01 1.03 1.01 1.00 1.28 1.24 1.22 1.25 1.08 0.94 0.94 1.06 111 1.04 117 1.10 1.05
Nov 1.03 0.97 0.92 0.98 1.00 0.95 1.28 1.05 1.08 1.08 0.91 0.91 1.06 1.05 0.92 0.92 0.96 1.05
Dec 1.01 0.99 111 1.03 1.00 1.00 0.91 1.10 1.00 1.08 111 111 1.06 0.89 1.14 1.20 1.08 1.05
12.0 12.00 12.0 12.00 12.2 12.00 12.00
Aver: F T r
Jan-Mar 0.97 1.000 0.958 0.950 Smart Sense smoothed | 0.956 0.962 0.961
Apr-Jun 1.02 1.000 0.949 0.970 season. factors selected | 0.979 0.988 0.987
Jul-Sep 0.99 1.000 0.997 [ 1.000 as Avg of Saver & Tonik, | 1.002 1.004 1.004
Oct-Dec 1.01 1.000 1.112 | 1.080 due to lack of SS exper. | _1.064 1.048 1.047

** Unsmoothed monthly seasonality factor calc'd relative to centered-12-mo avg normalized pmpms, non-wtd to neutralize for trend, w/ an adjustment for for endpt mo's
Note that unsmoothed factors by Indiv CY may not sum to 12.0 since monthly seas. factors are developed using unadj. centered data that can span 2 calendar years.

This report has been prepared for the exclusive use of the California Department of Insurance and we have provided it only to them.
This report includes material and references to material that has been labeled “confidential/trade secret” information by Anthem
when initially submitted to the California Department of Insurance. It is critical that this report be reviewed in its entirety to
assure that no conclusion or assessment is taken out of context.
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Summary of AHP Estimated Underlying Benefit Seasonality Factors By Qtr

Share

($4416 Avg Ded)

2006

Member Months

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Normalized Inc'd Clms

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

AHP Estim Seasonality

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

Aver: F:
Jan-Mar
Apr-Jun
Jul-Sep
Oct-Dec

121255
121984
126501
128444
129173
129657
130048
130379
130505
130614
130704
130416

85.09
85.02
103.53
83.77
95.74
105.95
93.75
112.69
95.70
99.82
134.56
109.43

0.97
1.06
0.93
1.11
0.94
0.97
1.29
1.05

2007

129980
130333
131350
131340
131097
130571
130003
129573
128837
128594
128180
127469

PMPM
99.11
86.07
104.90
112.66

99.59
107.24

116.10

136.89

112.69

141.65

121.69

129.53

Factors, based on Anthem Normalize

0.94
0.80
0.96
1.01
0.88
0.95
1.01
1.18
0.97
1.21
1.03
1.08

2008

126337
125411
126791
126296
125326
124236
123185
122103
120708
119628
118553
117401

(Normzlized for Claims Duration, Plan-Mix, Benefit Fact)

111.82

99.34
109.13
123.82
121.11
122.84
111.57
125.25
131.21
136.25
144.70
146.27

0.93
0.83
0.91
1.03
1.00
1.00
0.90
1.00
1.03
1.05
1.09
1.08

2009 UnSm.
W.Awg Witd.Awg

116491
116645
112410
108171
105870
104097
102650
101127

119.10
125.18
142.09
148.56
151.77
177.08
181.86
167.70

0.84
0.86
0.96
0.99

0.91
0.83
0.94
1.01
0.95
1.00
0.95
1.10
0.98
1.08
1.14
1.07

0.892
0.988
1.008
1.094

Smoothed

d Inc'd CIm

0.90
0.90
0.90
0.99
0.99
0.99
1.01
1.01
1.01
1.10
1.10
1.10

12.00

0.896
0.992
1.013
1.099

Appendix I

Development of Estimated Underlying Benefits Seasonality Factors by Qtr

s PMPM **

CDHP 3500 CDHP + 3500
( $2532 Awg Ded; applic to Rx) ( $3500 Avg Ded; applic to HSA Rx) C d
2006 2007 2008 2009 2006 2007 2008 2009 UnSm. smoothed
W.Awg Witd.Avg
(o] 3636 18938 33226 53236 74505 84435
o) 4577 20386 35322 54771 75501 85271
(o] 5905 22519 38795 57655 76867 85525
195 7154 23691 41446 59708 77982 85745
453 8513 24713 43286 61629 78763 86353
737 9718 25587 44713 63289 79401 86757
1097 11067 26658 46225 64893 80227 87352
1451 12578 27749 47583 66539 80875 87736
1774 13830 48878 68154 81379
2246 15049 50089 69942 82067
2605 16245 51152 71794 82554
2980 17416 51966 73219 83135
0 189.08 141.58 83.25 105.25 47.16 73.32
0 121.68 132.62 82.28 50.95 63.45 64.09
0 116.16 139.13 77.36 86.26 78.35 90.47
106.99 99.84 155.05 63.84 66.15 77.15 66.66
213.23 264.98 181.52 73.79 74.70 96.30 85.92
275.45 134.92 177.49 65.89 76.52 77.12 76.99
147.63 303.05 197.13 68.37 79.37 87.65 105.58
193.46 170.48 167.50 95.02 85.83 83.84 90.75
92.99 210.61 74.10 90.32 81.77
171.27 271.61 69.16 106.39 97.41
268.95 159.02 87.51 80.11 107.18
144.70 194.46 138.38 104.37 127.63
1.12 0.78 1.27 0.57 0.84 0.85 0.85
0.70 0.75 0.61 0.77 0.72 0.71 0.85
0.65 0.77 1.03 0.95 1.01 0.97 0.85
0.53 0.85 0.77 0.95 0.73 0.81 0.91
1.42 0.92 0.86 1.17 1.02 0.91
0.73 0.81 0.90 0.91 0.88 0.91
1.64 0.83 0.97 1.01 0.99 1.02
0.93 1.16 1.08 0.96 1.04 1.02
1.14 0.91 1.13 0.93 1.00 1.02
1.01 1.45 0.85 1.33 1.10 1.14 1.22
1.57 0.85 1.07 0.99 1.23 1.09 1.22
0.86 1.05 1.68 1.27 1.47 1.41 1.22
12.00
0.843 0.848
0.904 0.910
1.013 1.019
1.215 1.223

** Unsmoothed monthly seasonality factor calc'd relative to centered-12-mo avg normalized pmpms, non-wtd to neutralize for trend, w/ an adjustment for for endpt mo's

Note that unsmoothed factors by Indiv CY may not sum to 12.0 since monthly seas. factors are developed using unadj. centered data that can span 2 calendar years.

This report has been prepared for the exclusive use of the California Department of Insurance and we have provided it only to them.
This report includes material and references to material that has been labeled “confidential/trade secret” information by Anthem
when initially submitted to the California Department of Insurance. It is critical that this report be reviewed in its entirety to
assure that no conclusion or assessment is taken out of context.
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SmartSense
Scenario 1

Pre 2008

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Total Historical

Total Future

Total Lifetime

2009 Jan-Aug
2009 Sep-Dec

2009 Total

* For historical claims prior to 2009, excludes Manual Adj to claims (

Share
Scenario 1

Mbr
Months

745
686,208
1,781,560
2,130,060
1,754,268
1,099,797
714,070
472,782
319,475
222,206
158,254
113,310
81,130
58,089
41,592
29,780
21,322
15,267
10,931
1,791,266
7,919,582
9,710,847

1,104,312
677,248
1,781,560

Mbr
Months

Pre 2008 4,028,982

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Total Historical

Total Future

Total Lifetime

2009 Jan-Aug
2009 Sep-Dec

2009 Total

1,466,368
1,248,364
910,688
641,467
433,813
299,019
208,899
147,591
105,156
75,222
53,859
38,563
27,611
19,770
14,155
10,135
7,257
5,196
6,362,811
3,379,302
9,742,114

867,461
380,903
1,248,364

Relative Relative
Prem Claims
Index  Index

0.951
0.968
0.988
1.022
1.080
1151
1.233
1.329
1.420
1.487
1531
1.564
1.587
1.598
1.598
1.598
1.598
1.598

0.784
0.883
0.940
1.019
1121
1.255
1.437
1.636
1.784
1.858
1.923
2.034
2.140
2.201
2.202
2.202
2.202
2.202

0.965
0.972
0.968

0.871
0.903
0.883

Relative Relative
Prem Claims
Index  Index

1.147
1.169
1217
1.274
1.344
1401
1.442
1.468
1.486
1.500
1510
1518
1521
1.522
1.522
1.522
1.522
1.522

1.166
1178
1.169

1.207
1.237
1.216

Prem
PMPM

109.69
111.31
126.25
162.88
194.44
220.83
253.31
292.13
339.57
394.17
449.89
503.58
557.22
612.73
668.76
723.77
781.68
844.21
911.75
APV
198.47
183.99

120.49
135.63
126.25

Annual
Prem
PMPM

147.65
176.93
213.62
291.25
345.29
394.07
445.15
496.72
547.90
600.19
655.20
713.81
775.97
841.15
909.91
982.94
1061.58
1146.50
1238.22
N
336.67
235.24

209.33
223.38
213.62

Appendix J-1 Scenario 1
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Claims
PMPM

62.02
68.93
89.24
112.16
136.45
162.12
196.08
242.54
298.34
351.18
395.04
441.48
504.48
573.25
636.61
687.76
742.78
802.21
866.38
APV
151.78
138.34

82.41
100.36
89.24

Roll-

Annual
Claims
PMPM

104.29
126.61
170.72
202.65
246.78
285.45
326.93
369.08
410.42
452.55
497.87
548.04
602.85
656.93
712.67
769.73
831.31
897.81
969.64
APV
249.18
171.37

156.80
202.41
170.72

Analysis of Lifetime Loss Ratio (LLR)
Roll-Up of Monthly Projections to Totals by Year

| Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Loss | __Premium PMPM Claims PMPM___ | (to Sept-09) ($000s) (APV
Ratio  Total Index Other Total Index Other Prem  Clms Premium Claims Basis)
56.5% 1.077  1.077 88 50
61.9% | 1.015 1111 1.045 1.044 79,810 49,387
70.7% | 1.134 1.018 1.115| 1.295 1.127 1.149( 1.007 1.003 226,393 159,461
68.9% | 1.290 1.021 1.264| 1.257 1.065 1.180( 0.967 0.967 335,329 230,913
70.2% | 1.194 1.034 1.154| 1.217 1.083 1.123| 0.929 0.928 316,711 222,190
734% [ 1136 1057 1.074]1.188 1.100 1.080| 0.890  0.890 216,142 158,653
77.4% | 1147 1.065 1.077|1.209 1.119 1.080( 0.853 0.853 154,311 119,417
83.0% | 1.153 1.071 1.077|1.237 1.145 1.080| 0.818 0.818 112,954 93,752
87.9% | 1.162 1.078 1.078|1.230 1.139 1.080| 0.784 0.784 85,047 74,709
89.1% | 1.161 1.069 1.086| 1.177 1.090 1.080| 0.751 0.751 65,819 58,641
87.8% | 1.141 1.047 1.090| 1.125 1.042 1.080| 0.720  0.720 51,293 45,042
87.7% | 1.119 1.030 1.087 | 1.118 1.035 1.080| 0.691  0.691 39,413 34,549
90.5% | 1.107 1.021 1.083| 1.143 1.058 1.080| 0.662  0.662 29,937 27,100
93.6% | 1.100 1.015 1.083|1.136 1.052 1.080| 0.635 0.635 22,596 21,137
95.2% | 1.091 1.007 1.084| 1.111 1.029 1.080| 0.609  0.609 16,929 16,115
95.0% | 1.082 1.000 1.082| 1.080 1.000 1.080| 0.584  0.583 12,577 11,951
95.0% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.559  0.559 9,324 8,860
95.0% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.536 6,912 6,568
95.0% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.514 5,124 4,869
Total Historical 214,933 141,309 | 65.75%)
76.48% Total Future 1,571,776 1,202,054 | 76.48%|
75.19% Total Lifetime 1,786,709 1,343,363 | _75.19%|
68.4% 2009 Jan-Aug 135,034 91,873
74.0% 2009 Sep-Dec 91,359 67,589
70.7% 2009 Total 226,393 159,461
non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.
Analysis of Lifetime Loss Ratio (LLR)
Up of Monthly Projections to Totals by Year
[ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Loss | __Premium PMPM Claims PMPM___ | (to Sept-09) ($000s) (APV
Ratio  Total Index Other Total Index Other Prem  Clms Premium Claims Basis)
70.6% 1171 1.177 696,580 494,547
71.6% | 1.198 1.214 1.052 1.051 273,010 195,154
79.9% | 1.207 1.019 1.185| 1.348 1.025 1.316  1.009  1.006 269,127 214,418
69.6% | 1.363 1.041 1.310| 1.187 1.063 1.117 | 0.967 0.968 256,614 178,565
715% | 1.186 1.047 1133|1218 1.062 1.146( 0.928 0.928 205,604 146,925
72.4% | 1.141 1.055 1.081| 1.157 1.070 1.081 | 0.890 0.890 152,112 110,176
73.4% | 1130 1.042 1.084| 1.145 1.061 1.080( 0.853 0.853 113,546 83,384
74.3% | 1116 1.029 1.084| 1.129 1.048 1.077 | 0.818 0.818 84,858 63,047
749% | 1.103 1.018 1.083| 1.112 1.031 1.078 | 0.784 0.784 63,401 47,489
75.4% | 1.095 1.012 1.082| 1.103 1.022 1.079( 0.752 0.752 47,435 35,764
76.0% [ 1.092 1.009 1.082|1.100 1.019 1.080| 0.721  0.720 35,511 26,983
76.8% | 1.089 1.007 1.082| 1.101 1.017 1.083 | 0.691 0.691 26,557 20,388
77.7% | 1.087 1.005 1.082| 1.100 1.016 1.083 | 0.662 0.662 19,817 15,395
78.1% | 1.084 1.002 1.082| 1.090 1.008 1.081 0.635 0.635 14,745 11,515
78.3% | 1.082 1.001 1.081|1.085 1.004 1.081( 0.609 0.609 10,949 8,575
78.3% [ 1.080 1.000 1.080| 1.080 1.000 1.080| 0.584 0.583 8,119 6,357
78.3% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.559  0.559 6,019 4,713
78.3% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536 0.536 4,462 3,494
78.3% | 1.080 1.000 1.080| 1.080 1.000 1.080( 0.514 0.514 3,308 2,590
Total Historical 1,154,068 827,428 | 71.70%)
74.01% Total Future 1,137,705 842,051 | 74.01%
72.85% Total Lifetime 2,291,772 1,669,479 | 72.85%|
74.9% 2009 Jan-Aug 184,477 137,728
90.6% 2009 Sep-Dec 84,650 76,691
79.9% 2009 Total 269,127 214,418

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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3500
Scenario 1

Pre 2008

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
Total Historical
Total Future
Total Lifetime

2009 Jan-Aug
2009 Sep-Dec
2009 Total

Mbr
Months

954,215
853,262
1,033,798
1,014,417
871,055
652,266
498,305
385,123
300,483
236,871
188,327
150,052
119,555
95,257
75,897
60,471
48,181
38,389
30,587
2,491,671
5,114,841
7,606,511

684,194
349,603
1,033,798

Relative Relative
Prem Claims
Index  Index

1.008
1.037
1.069
1119
1.202
1.283
1.362
1.438
1.502
1.548
1577
1.595
1.607
1613
1613
1.613
1.613
1613

1.014
1101
1.201
1.355
1.581
1779
1.952
2.126
2272
2.373
2.450
2.525
2591
2.629
2.630
2.630
2.630
2.630

1.032
1.045
1.037

Annual
Prem
PMPM

127.72
131.01
143.96
169.63
194.12
224.60
259.95
298.68
341.38
386.82
432.89
478,52
523.87
570.99
620.07
670.30
723.92
781.84
844.38
APV
223.60
196.81

142.62
146.58
143.96

Appendix J-1 Scenario 1
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Analysis of Lifetime Loss Ratio (LLR)

Roll-Up of Monthly Projections to Totals by Year

Annual
Claims
PMPM

7118
81.66
93.67

115.74

149.02

187.87

228,53

271.29

319.44

368.67

415.77

464.18

517.49

574.04

629.54

680.02

734.42

793.17

856.63

APV

193.55

157.10

81.11
118.25
93.67

Loss
Ratio

55.7%
62.3%
65.1%
68.2%
76.8%
83.6%
87.9%
90.8%
93.6%
95.3%
96.0%
97.0%
98.8%
100.5%
101.5%
101.5%
101.5%
101.5%
101.5%

86.56%
79.83%

56.9%
80.7%
65.1%

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

CDHP w/ Mat
Scenario 1
Mbr
Months
Pre 2008 12,141
2008 64,348
2009 104,769
2010 102,582
2011 81,840
2012 51,812
2013 33,771
2014 22,559
2015 15,428
2016 10,794
2017 7,694
2018 5,509
2019 3,944
2020 2,824
2021 2,022
2022 1,448
2023 1,037
2024 742
2025 531
Total Historical 145,614
Total Future 380,182
Total Lifetime 525,796
2009 Jan-Aug 69,125
2009 Sep-Dec 35,644
2009 Total 104,769

Relative Relative
Prem Claims
Index  Index

0.923
0.954
1.000
1.063
1170
1.268
1.343
1.392
1.424
1451
1.480
1.502
1516
1.522
1.522
1.522
1.522
1.522

0.945
0.970
0.954

0.867
0.928
0.888

Annual
Prem
PMPM

179.13
184.27
187.67
244.14
320.04
378.73
446.99
516.57
583.42
647.57
713.17
785.55
863.43
943.50
1025.63
1108.94
1197.66
1293.47
1396.95
APV
32151
285.33

185.00
192.85
187.67

Annual
Claims
PMPM

107.64
215.37
271.99
363.38
456.10
563.66
677.97
785.36
890.97
982.93
1085.03
1218.84
1372.66
1526.98
1679.63
1814.41
1959.56
2116.32
2285.63
APV
486.68
413.02

231.69
350.15

Loss
Ratio

60.1%
116.9%
144.9%
148.8%
142.5%
148.8%
151.7%
152.0%
152.7%
151.8%
152.1%
155.2%
159.0%
161.8%
163.8%
163.6%
163.6%
163.6%
163.6%

151.38%
144.75%

125.2%
181.6%

[ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
|__Premum PMPM |  Claims PMPM___ | (to Sept-09) ($000s) (APV
Total Index Other Total Index Other Prem Clms Premium Claims Basis)
1122 1118 136,704 75,936
1.026 1.147 1.051 1.048 117,524 73,053
1.099 1.028 1.069| 1.147 1.086 1.056( 1.008 1.003 150,082 97,122
1178 1.031 1.143|1.236 1.090 1.133| 0.967 0.967 166,382 113,482
1.144 1.047 1.093| 1.288 1.128 1.141( 0.928 0.927 156,903 120,387
1.157 1.073 1.078| 1.261 1.167 1.080( 0.889 0.889 130,300 108,960
1.157 1.068 1.084| 1.216 1125 1.081( 0.853 0.853 110,446 97,084
1149 1.061 1.082| 1.187 1.097 1.082| 0.817 0.817 94,026 85,392
1.143 1.056 1.083| 1.177 1.089 1.081| 0.784 0.784 80,387 75,210
1.133 1.044 1.085| 1.154 1.069 1.080( 0.751 0.751 68,833 65,599
1119 1.030 1.086| 1.128 1.045 1.080( 0.720 0.720 58,715 56,391
1105 1.019 1.085| 1.116 1.032 1.081( 0.690 0.690 49,580 48,090
1.095 1.011 1.082| 1.115 1.031 1.082| 0.662 0.662 41,462 40,953
1.090 1.008 1.082| 1.109 1.026 1.081( 0.635 0.635 34,517 34,698
1.086 1.003 1.082| 1.097 1.015 1.081 | 0.608 0.608 28,632 29,069
1.081 1.000 1.081| 1.080 1.000 1.080 0.583 0.583 23,643 23,985
1.080 1.000 1.080| 1.080 1.000 1.080( 0.559  0.559 19,505 19,787
1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536  0.536 16,089 16,322
1.080 1.000 1.080| 1.080 1.000 1.080( 0.514 0.514 13,273 13,465
Total Historical 353,332 205,008 | 58.02%
Total Future 1,143,670 989,978 | 86.56%|
Total Lifetime 1,497,002 1,194,986 | 79.83%|
2009 Jan-Aug 99,104 56,020
2009 Sep-Dec 50,978 41,102
2009 Total 150,082 97,122
Analysis of Lifetime Loss Ratio (LLR)
Roll-Up of Monthly Projections to Totals by Year
[ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
[__Premium PMPM | Claims PMPM (to Sept-09) ($000s) (APV
Total Index Other Total Index Other Prem Clms Premium Claims Basis)
1.085 1.085 2,361 1,417
1.029 2.001 1.049 1.046 12,439 14,502
1.018 1.033 0.985| 1.263 1.113 1.135( 1.009 1.005 19,829 28,634
1301 1.049 1.241|1.336 1.090 1.226| 0.967 0.967 24,211 36,035
1.311 1.063 1.233| 1.255 1.109 1.131( 0.928 0.928 24,319 34,642
1.183 1101 1.075| 1236 1.144 1.080( 0.890 0.890 17,463 25,984
1180 1.084 1.089| 1203 1.114 1080 0.853 0.853 12,878 19,531
1156 1.059 1.092| 1158 1.073 1.080| 0.818 0.818 9,531 14,488
1129 1.036 1.090| 1.134 1.051 1.080| 0.784 0.784 7,058 10,778
1.110 1.023 1.085| 1.103 1.021 1.080( 0.752 0.752 5,254 7,974
1101 1.019 1.081| 1.104 1.022 1.080( 0.721 0.720 3,954 6,014
1.101 1.020 1.080| 1.123 1.040 1.080| 0.691  0.691 2,989 4,638
1.099 1.015 1.082| 1126 1.043 1.080| 0.662 0.662 2,256 3,585
1.093 1.009 1.083| 1.112 1.030 1.080( 0.635 0.635 1,692 2,738
1.087 1.004 1.083| 1.100 1.019 1.080( 0.609 0.609 1,262 2,067
1.081 1.000 1.081| 1.080 1.000 1.080( 0.584 0.583 937 1,533
1.080 1.000 1.080| 1.080 1.000 1.080( 0.559  0.559 695 1,136
1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536  0.536 515 842
1.080 1.000 1.080| 1.080 1.000 1.080( 0.514 0.514 382 624
Total Historical 27,791 32,135 | 115.63%)
Total Future 122,232 185,029 | 151.38%)
Total Lifetime 150,023 217,164 | 144.75%
2009 Jan-Aug 12,991 16,216
2009 Sep-Dec 6,837 12,419
2009 Total 19,829 28,634

271.99

144.9%

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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CDHP No Mat
Scenario 1

Pre 2008
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
Total Historical
Total Future
Total Lifetime

2009 Jan-Aug
2009 Sep-Dec
2009 Total

Mbr

Months

89
61,271
205,202
320,547
324,593
237,315
178,164
134,844
103,070
80,189
63,577
50,656
40,360
32,158
25,622
20,414
16,265
12,960
10,326
182,476

1,735,146
1,917,622

121,116
84,086
205,202

Relative Relative
Prem Claims
Index  Index

0.923
0.945
0.970
1.011
1.081
1.153
1.233
1.328
1.422
1.493
1.541
1574
1.600
1613
1613
1.613
1.613
1613

0.664
0.778
0.879
1.041
1.269
1.476
1.685
1.924
2115
2213
2283
2.403
2.540
2.629
2.630
2.630
2.630
2.630

Annual
Prem
PMPM

115.81
120.91
142.70
167.60
190.32
218.61
252.05
290.35
337.08
391.50
448.17
503.04
556.73
612.73
670.05
725.43
783.46
846.14
913.83
APV
225.54
217.29

138.41
148.88
142.70

Appendix J-1 Scenario 1
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Analysis of Lifetime Loss Ratio (LLR)

Roll-Up of Monthly Projections to Totals by Year

Annual
Claims
PMPM

311.64
70.80
7151
94.11

125.48

165.13

207.38

255.68

315.37

374.28

422.90

471.26

535.85

611.60

683.41

738.37

797.44

861.23

930.13
APV

181.96

17153

70.98
72.28
71.51

Loss
Ratio

269.1%
54.5%
50.1%
56.2%
65.9%
75.5%
82.3%
88.1%
93.6%
95.6%
94.4%
93.7%
96.2%
99.8%

102.0%

101.8%

101.8%

101.8%

101.8%

80.67%
78.94%

51.3%
48.6%
50.1%

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Saver
Scenario 1

Pre 2008
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
Total Historical
Total Future
Total Lifetime

2009 Jan-Aug
2009 Sep-Dec
2009 Total

Mbr

Months

642,980
178,488
182,608
144,617
101,279
69,558
48,512
34,111
24,142
17,216
12,320
8,821
6,316
4,522
3,238
2,318
1,660
1,189
851
945,349
539,398

1,484,747

123,881
58,727
182,608

Relative Relative
Prem Claims
Index  Index

1.187
1.225
1.265
1.328
1.394
1.450
1.496
1.533
1.559
1576
1.585
1.592
1.597
1.598
1.598
1.598
1.598
1.598

1.222
1.233
1.225

1.391
1.415
1.399

Annual
Prem
PMPM

152.50
196.00
199.56
231.36
267.09
303.41
341.41
381.39
423.22
466.56
510.96
556.43
604.11
655.07
708.61
765.45
826.69
892.82
964.25
APV
265.55
215.66

199.80
199.04
199.56

Annual
Claims
PMPM

107.11
116.22
158.94
180.55
220.35
256.20
295.73
339.60
384.19
427.02
468.37
512.34
561.63
614.03
665.51
718.77
776.28
838.38
905.45
APV
227.00
164.18

146.79
184.58

Loss
Ratio

70.2%
59.3%
79.6%
78.0%
82.5%
84.4%
86.6%
89.0%
90.8%
91.5%
91.7%
92.1%
93.0%
93.7%
93.9%
93.9%
93.9%
93.9%
93.9%

85.48%
76.13%

73.5%
92.7%

[ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
|__Premum PMPM |  Claims PMPM___ | (to Sept-09) ($000s) (APV
Total Index Other Total Index Other Prem Clms Premium Claims Basis)
1.077  1.077 11 30
1.122 0.227 1.045 1.043 8,314 4,526
1.098 1.024 1.073| 1010 1172 0.862( 1.006 1.002 29,455 14,707
1174 1.027 1.144| 1.316 1.130 1.164| 0.966 0.965 51,890 29,120
1.136 1.043 1.089| 1.333 1.184 1.126( 0.928 0.927 57,329 37,768
1149 1.069 1.075| 1316 1.219 1.080( 0.889 0.889 46,146 34,842
1.153 1.067 1.081| 1256 1.163 1.080( 0.853 0.852 38,292 31,497
1152 1.069 1.077|1.233 1.141 1.080| 0.817 0.817 32,006 28,175
1161 1.077 1.078| 1.233 1.142 1.080| 0.784 0.784 27,227 25,468
1161 1.070 1.085| 1.187 1.099 1.080( 0.751 0.751 23,583 22,545
1.145 1.050 1.090| 1.130 1.046 1.080( 0.720 0.720 20,520 19,364
1122 1.032 1.088| 1.114 1.032 1.080( 0.690 0.690 17,595 16,482
1.107 1.021 1.084| 1.137 1.053 1.080| 0.662 0.662 14,875 14,314
1101 1.017 1.083| 1.141 1.057 1.080( 0.635 0.634 12,504 12,479
1.094 1.008 1.085| 1.117 1.035 1.080( 0.608 0.608 10,445 10,653
1.083 1.000 1.083| 1.080 1.000 1.080( 0.583 0.583 8,638 8,792
1.080 1.000 1.080| 1.080 1.000 1.080( 0.559  0.559 7,126 7,253
1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536  0.536 5,878 5,983
1.080 1.000 1.080| 1.080 1.000 1.080( 0.514 0.514 4,849 4,936
Total Historical 25,330 13,216 | 52.17%
Total Future 391,353 315,720 | 80.67%)
Total Lifetime 416,683 328,936 | 78.94%)
2009 Jan-Aug 17,005 8,659
2009 Sep-Dec 12,450 6,048
2009 Total 29,455 14,707
Analysis of Lifetime Loss Ratio (LLR)
Roll-Up of Monthly Projections to Totals by Year
[ Increase Over Prior Year (shown as Ratio) Discnt Factor APV of Annual Amounts LR.
[ Premium PMPM Claims PMPM (to Sept-09) ($000s) (APV
Total Index Other Total Index Other Prem Clms Premium Claims Basis)
1173 1178 115,009 81,109
1.285 1.085 1.052 1.051 36,806 21,803
1.018 1.032 0.987| 1.368 1.048 1.305( 1.009 1.006 36,778 29,192
1159 1.032 1.123|1.136 1.051 1.080| 0.968 0.968 32,382 25,264
1.154 1.050 1.100| 1.220 1.081 1.129 | 0.928 0.928 25,109 20,712
1136 1.050 1.082| 1.163 1.079 1.077( 0.890 0.890 18,778 15,854
1125 1.040 1.082| 1.154 1.069 1.080( 0.853 0.853 14,128 12,236
1117 1.032 1.082| 1.148 1.062 1.081| 0.818 0.818 10,639 9,472
1110 1.025 1.083| 1.131 1.046 1.082| 0.784 0.784 8,010 7,271
1102 1.017 1.084| 1.111 1.028 1.081 | 0.752 0.752 6,037 5,525
1.095 1.010 1.084| 1.097 1.015 1.081( 0.721 0.720 4,536 4,158
1.089 1.006 1.082| 1.094 1.011 1.082( 0.691 0.691 3,391 3,122
1.086 1.004 1.081|1.096 1.012 1.083| 0.662 0.662 2,527 2,349
1.084 1.003 1.081| 1.093 1.010 1.082( 0.635 0.635 1,881 1,763
1.082 1.001 1.081| 1.084 1.003 1.081( 0.609 0.609 1,397 1,312
1.080 1.000 1.080| 1.080 1.000 1.080( 0.584 0.583 1,036 972
1.080 1.000 1.080| 1.080 1.000 1.080( 0.559  0.559 768 721
1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536  0.536 569 534
1.080 1.000 1.080| 1.080 1.000 1.080( 0.514 0.514 422 396
Total Historical 176,963 121,323 | 68.56%)
Total Future 143,237 122,441 | 85.48%
Total Lifetime 320,199 243,765 | 76.13%)
2009 Jan-Aug 25,149 18,411
2009 Sep-Dec 11,629 10,781
2009 Total 36,778 29,192

158.94

79.6%

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-1 Scenario 1
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Right Analysis of Lifetime Loss Ratio (LLR)
Scenario 1 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual ~ Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Claims Loss | __Premium PMPM |  Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 1,782,611 13358 97.71 73.2% 1129 1134 268,912 197,562

2008 922,591 1.053 1.064 166.43 115.18 69.2% | 1.246 1.179 1.053 1.052 161,611 111,791

2009 753,356 1.090 1.138 19411 13942 718% | 1.166 1.035 1.127| 1.210 1.070 1.131| 1.009 1.007 147,591 105,725

2010 563,580 1.139 1.249 255.84 177.79 695% | 1318 1.045 1261 1.275 1.097 1.162| 0.967 0.967 139,490 96,939

2011 401,917 1.202 1.374 302.67 220.52 72.9% | 1.183 1.055 1.121| 1.240 1.100 1.127| 0.928 0.928 112,923 82,256

2012 268,883 1.287 1519 349.21 26248 752% | 1.154 1.070 1.078| 1.190 1.106 1.077| 0.890  0.890 83,546 62,790

2013 184,299 1.363 1.646 400.71 307.14 76.6% | 1.147 1060 1.083|1.170 1.083 1.080| 0.853 0.853 62,994 48,279

2014 128,436 1432 1.774 45520 35798 78.6% | 1.136 1.050 1.082| 1.166 1.078 1.082| 0.818 0.818 47,809 37,592

2015 90,481 1491 1.912 51401 416.79 81.1% | 1.129 1.042 1.084| 1.164 1.078 1.080| 0.784 0.784 36,461 29,561

2016 64,324 1535 2.012 57446 47359 824% |[1.118 1.029 1.086| 1.136 1.052 1.080( 0.752 0.751 27,770 22,893

2017 45,993 1562 2.077 63483 52814 832% |[1.105 1.018 1.085| 1.115 1.032 1.080( 0.721 0.720 21,037 17,501

2018 32,931 1579 2122 69567 58424 840% [ 109 1.011 1.084| 1.106 1.022 1.083( 0.691 0.691 15,825 13,289

2019 23578 1.589 2160 757.64 64408 85.0% | 1089 1.006 1.082| 1.102 1.018 1.083| 0.662 0.662 11,830 10,057

2020 16,882 1595 2187 82245 705.18 85.7% | 1.086 1.004 1.082| 1.095 1.012 1.082| 0.635 0.635 8,815 7,558

2021 12,088 1.598 2202 890.77 767.60 86.2% | 1.083 1.002 1.081| 1.089 1.007 1.081| 0.609  0.609 6,553 5,647

2022 8,655 1.598 2.202 962.48 829.09 86.1% | 1.081 1.000 1.080| 1.080 1.000 1.080 | 0.584  0.583 4,861 4,187

2023 6,197 1598 2202 1039.48 89541 86.1% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.559  0.559 3,603 3,104

2024 4,437 1598 2202 1122.64 967.05 86.1% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536 0.536 2,671 2,301

2025 3,177 1598 2.202 121245 104441 86.1% | 1.080 1.000 1.080| 1.080 1.000 1.080 0.514 0.514 1,980 1,706
Total Historical 3,226,415 APV APV Total Historical 531,740 380,646 | 71.58%|
Total Future 2,087,998 303.90 229.93 75.66% Total Future 634,542 480,091 | 75.66%
Total Lifetime 5,314,414 219.46 161.96 73.80% Total Lifetime 1,166,282 860,737 | 73.80%)
2009 Jan-Aug 521,213 1.083 1.123 19113 135.09 70.7% 2009 Jan-Aug 101,218 71,293
2009 Sep-Dec 232,143 1104 1173 200.79 149.12 74.3% 2009 Sep-Dec 46,373 34,432
2009 Total 753,356 1.090 1.138 19411 139.42 71.8% 2009 Total 147,591 105,725

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Tonik Analysis of Lifetime Loss Ratio (LLR)
Scenario 1 Roll-Up of Monthly Projections to Totals by Year
Relative Relative [ Increase Over Prior Year (shown as Ratio) Discnt Factor APV of Annual Amounts L.R.
Mbr Prem Claims Prem Claims Loss |__ Premium PMPM | Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 764,405 128.78 102.96  80.0% 1112 1114 109,421 87,707

2008 668,355 1.008 0.982 149.07 94.99 63.7% | 1.158 0.923 1.053 1.053 104,909 66,835

2009 518,933 1.040 1.038 157.41 109.23 69.4% | 1.056 1.033 1.023| 1.150 1.057 1.088| 1.009 1.006 82,449 56,997

2010 486,678 1.057 1.064 188.06 12352 65.7% | 1.195 1.016 1.176| 1.131 1.025 1.103| 0.967 0.967 88,471 58,115

2011 399,608 1.089 1.153 220.48 14943 67.8% | 1.172 1.030 1.138| 1.210 1.083 1.117| 0.928 0.928 81,800 55,419

2012 255,569 1.165 1.303 252.82 181.30 71.7% | 1.147 1.070 1.072| 1.213 1.130 1.074| 0.890  0.890 57,499 41,226

2013 169,643 1249 1449 29236 21683 74.2% | 1156 1072 1.079]1.19 1.113 1.075| 0.853 0.853 42,307 31,373

2014 115,750 1.328 1.587 335.77 25531 76.0% ([ 1.148 1.063 1.080| 1.177 1.095 1.075| 0.818 0.818 31,783 24,164

2015 79,938 1404 1731 38320 299.58 78.2% | 1.141 1.058 1.079|1.173 1.091 1.076 ( 0.784 0.784 24,015 18,772

2016 56,014 1472 1.875 43421 34951 80.5% |[1.133 1.048 1.081| 1.167 1.084 1.077 | 0.752 0.751 18,278 14,712

2017 39,933 1525 1.979 48695 39769 81.7% |[1.121 1.036 1.083| 1.138 1.056 1.078 | 0.720 0.720 14,010 11,441

2018 28,592 1558 2.044 539.29 44279 821% | 1.107 1.021 1.084| 1.113 1.033 1.078 | 0.691 0.691 10,651 8,745

2019 20,472 1574 2090 589.88 48843 82.8% | 1.094 1.011 1.082|1.103 1.022 1.079( 0.662 0.662 7,997 6,621

2020 14,658 1589 2153 642.93 54273 84.4% | 1.090 1.010 1.080| 1.111 1.030 1.079| 0.635 0.635 5,983 5,050

2021 10,495 1.598 2202 699.23 598.62 85.6% | 1.088 1.005 1.082| 1.103 1.023 1.079| 0.609  0.609 4,466 3,824

2022 7,514 1598 2202 756.25 646.68 85.5% | 1.082 1.000 1.081| 1.080 1.000 1.080| 0.584  0.583 3,316 2,835

2023 5380 1.598 2.202 816.75 698.41 855% (1080 1.000 1.080| 1.080 1.000 1.080 0.559  0.559 2,458 2,102

2024 3,852 1598 2202 88209 75428 85.5% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536  0.536 1,822 1,558

2025 2,758 1598 2202 952.65 814.63 85.5% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.514 1,351 1,155
Total Historical 1,784,959 APV APV Note - here the Total represents Med+Dent; Total Historical 270,472 192,159 | 71.05%
Total Future 1,863,588 226.72 164.46 72.54% however, the Index factor is applic to Med-only. Total Future 422,514 306,493 | 72.54%)
Total Lifetime 3,648,548 189.93 136.67 71.96% The LLR model projections reflects this Total Lifetime 692,986 498,652 | 71.96%|

distinction; however, the above Incr attributed to
"Other" factors (i.e., excl Index factor) has not

2009 Jan-Aug 352,199 1.037 1.035 156.85 105.61 67.3% been adjusted here to reflect this (shown here 2009 Jan-Aug 56,142 37,618
2009 Sep-Dec 166,733 1.048 1.045 158.60 116.87 73.7% for informational purposes only). 2009 Sep-Dec 26,307 19,380
2009 Total 518,933 1.040 1.038 157.41 109.23 69.4% 2009 Total 82,449 56,997

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-2 Scenario 2
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

SmartSense Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Claims Loss | __ Premium PMPM | Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 745 109.69 62.02 0.57 1.08 1.07 88 50

2008.00 686,208 095 0.75 11131 68.93 0.62 1.01 111 1.04 1.04 79,810 49,300

2009.00 1,781,560 097 0.86 12644 86.09 0.68 114 102 112 | 125 114 1.09 1.01 1.00 226,731 153,619

2010.00 2,130,060 0.99 092 16323 101.83 0.62 129 102 126 | 118 1.08 110 0.97 0.96 336,025 209,193

2011.00 1,754,268 1.02 1.01 19405 122.87 0.63 119 103 115 | 121 109 110 0.93 0.93 316,061 199,626

2012.00 1,099,797 1.08 112 22181 146.93 0.66 114 106 108 [ 1.20 111 1.08 0.89 0.89 217,098 143,472

2013.00 714,070 1.15 124 25524 176.44 0.69 115 1.07 108 | 1.20 111 1.08 0.85 0.85 155,487 107,221

2014.00 472,782 123 140 29533 214.58 0.73 116 1.07 108 [ 1.22 113 1.08 0.82 0.82 114,188 82,767

2015.00 319,475 133 157 34392 260.56 0.76 116 1.08 108 [ 1.21 112 1.08 0.78 0.78 86,136 65,104

2016.00 222,206 142 173 396.95 309.16 0.78 115 107 108 | 119 110 1.08 0.75 0.75 66,285 51,506

2017.00 158,254 149 1.84 44870 355.35 0.79 113 105 108 | 1.15 106 1.08 0.72 0.72 51,159 40,423

2018.00 113,310 153 192 499.05 400.10 0.80 111 103 108 | 113 104 1.08 0.69 0.69 39,060 31,244

2019.00 81,130 156 197 55047 44514 0.81 110 102 108 | 1.11 103 1.08 0.66 0.66 29,575 23,862

2020.00 58,089 159 201 603.37 490.02 0.81 110 1.01 108 | 1.10 102 1.08| 063 063 22,251 18,030

2021.00 41592 160 2.03 65591 533.50 0.81 1.09 101 108 [ 1.09 101 1.08 0.61 0.61 16,604 13,475

2022.00 29,780 160 2.03 70844 576.24 0.81 1.08 1.00 108 [ 1.08 1.00 1.08 0.58 0.58 12,310 9,991

2023.00 21,322 160 203 76511 62233 0.81 108 1.00 108 [ 1.08 100 1.08 0.56 0.56 9,126 7,407

2024.00 15,267 1.60 2.03 826.32 672.12 0.81 1.08 1.00 108 [ 1.08 1.00 1.08 0.54 0.54 6,765 5,490

2025.00 10,931 1.60 2.03 89243 725.89 0.81 1.08 1.00 108 [ 1.08 1.00 1.08 0.51 0.51 5,015 4,070
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 0.66
Total Future 7,919,582 198.85 135.71 0.68 Total Future 1,574,841 1,074,790 0.68|
Total Lifetime 9,710,847 18431 12521 0.68 Total Lifetime 1,789,774 1,215,851 0.68
2009 Jan-Aug 1,104,312 097 0.84 12049 8241 0.68 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 097 0.88 13613 92.07 0.68 2009 Sep-Dec 91,696 61,908
2009 Total 1,781,560 097 0.86 126.44 86.09 0.68 2009 Total 226,731 153,619

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Share Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual | Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | _Premium PMPM_ |  Claims PMPM__ | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 4,028,982 147.65 104.29 0.71 117 117 696,580 493,678

2008.00 1,466,368 1.15 1.18 17693 126.61 0.72 1.20 121 1.05 1.05 273,010 194,811

2009.00 1,248,364 1.17 121 21410 164.14 0.77 121 102 119 | 130 102 1.27 1.01 1.00 269,720 205,891

2010.00 910,688 1.22 1.29 29045 195.97 0.67 136 1.04 130 | 119 106 112 0.97 0.97 255,904 172,245

2011.00 641,467 127 137 34418 23493 0.68 118 105 113 | 120 106 113 0.93 0.93 204,934 139,508

2012.00 433,813 134 146 39221 271.07 0.69 114 106 108 [ 1.15 107 1.08 0.89 0.89 151,395 104,359

2013.00 299,019 140 154 44092 308.33 0.70 112 104 108 | 1.14 105 1.08 0.85 0.85 112,466 78,439

2014.00 208,899 1.44 159 489.35 34341 0.70 111 103 108 | 1.11 1.03 1.08 0.82 0.82 83,600 58,513

2015.00 147,591 147 162 537.60 37817 0.70 110 1.02 108 | 1.10 102 1.08 0.78 0.78 62,209 43,646

2016.00 105,156 1.49 1.64 587.77 413.30 0.70 1.09 1.01 1.08 1.09 1.01 1.08 0.75 0.75 46,454 32,579

2017.00 75222 150 1.66 640.97 450.69 0.70 1.09 101 108 [ 1.09 101 1.08 0.72 0.72 34,740 24,363

2018.00 53,859 151 1.67 697.76 490.75 0.70 1.09 101 108 [ 1.09 101 1.08 0.69 0.69 25,960 18,210

2019.00 38,563 152 1.68 757.78 533.05 0.70 1.09 100 108 [ 1.09 100 1.08 0.66 0.66 19,353 13,578

2020.00 27,611 152 168 82044 577.16 0.70 108 100 1.08 [ 1.08 100 1.08 0.63 0.63 14,382 10,091

2021.00 19,770 152 168 886.91 623.92 0.70 1.08 1.00 1.08 [ 1.08 1.00 1.08 0.61 0.61 10,672 7,488

2022.00 14,155 152 168 957.87 673.84 0.70 1.08 1.00 108 [ 1.08 1.00 1.08 0.58 0.58 7,912 5,551

2023.00 10,135 152 168 103450 727.75 0.70 108 1.00 108 [ 1.08 100 1.08 0.56 0.56 5,865 4,115

2024.00 7,257 152 168 1117.26 785.97 0.70 108 100 1.08 [ 1.08 100 1.08 0.54 0.53 4,348 3,051

2025.00 5196 152 1.68 1206.65 848.84 0.70 1.08 1.00 108 [ 1.08 1.00 1.08 0.51 0.51 3,223 2,262
Total Historical 6,362,811 APV APV Total Historical 1,154,068 825,974 0.72
Total Future 3,379,302 33399 23271 0.70 Total Future 1,128,658 786,403 0.70
Total Lifetime 9,742,114 23432 16551 0.71 Total Lifetime 2,282,726 1,612,378 0.71)
2009 Jan-Aug 867,461 1.17 120 209.33 156.80 0.75 2009 Jan-Aug 184,477 137,486
2009 Sep-Dec 380,903 1.18 1.23 22494 180.86 0.80 2009 Sep-Dec 85,242 68,405
2009 Total 1,248,364 1.17 121 21410 164.14 0.77 2009 Total 269,720 205,891

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-2 Scenario 2
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

3500 Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor | APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 954,215 127.72 71.18 0.56 112 112 136,704 75,802

2008.00 853,262 1.01 1.01 131.01 81.66 0.62 1.03 1.15 1.05 1.05 117,524 72,924

2009.00 1,033,798 1.04 110 14427 90.96 0.63 110 103 107 | 111 108 1.03 1.01 1.00 150,400 94,181

2010.00 1,014,417 1.07 119 16898 11248 0.67 117 103 114 | 124 108 114 0.97 0.96 165,745 109,922

2011.00 871,055 1.12 1.34 19428 140.96 0.73 115 1.05 110 125 112 112 0.93 0.92 157,017 113,495

2012.00 652,266 1.20 156 22544 176.89 0.78 116 1.07 108 | 1.25 116 1.08 0.89 0.89 130,782 102,246

2013.00 498,305 128 175 26011 214.77 0.83 115 107 108 | 1.21 112 1.08 0.85 0.85 110,514 90,929

2014.00 385,123 136 192 29821 254.66 0.85 115 106 108 [ 1.19 110 1.08 0.82 0.81 93,877 79,888

2015.00 300,483 144 208 339.96 298.28 0.88 114 106 108 [ 1.17 108 1.08 0.78 0.78 80,054 69,995

2016.00 236,871 150 221 383.38 342.60 0.89 113 1.04 108 | 1.15 106 1.08 0.75 0.75 68,222 60,755

2017.00 188,327 155 230 42658 385.57 0.90 111 103 108 [ 1.13 104 1.08 0.72 0.72 57,860 52,118

2018.00 150,052 1.58 2.36 469.28 42755 091 110 102 108 | 111 103 1.08 0.69 0.69 48,623 44,148

2019.00 119,555 1.59 240 51253 469.40 0.92 1.09 101 108 | 1.10 102 1.08 0.66 0.66 40,565 37,025

2020.00 95257 161 242 55772 51212 0.92 109 101 108 [ 1.09 101 1.08 0.63 0.63 33,715 30,853

2021.00 75,897 161 243 60439 555.44 0.92 108 1.00 108 [ 1.08 100 1.08 0.61 0.61 27,909 25,561

2022.00 60,471 161 243 65277 599.90 0.92 1.08 1.00 1.08 [ 1.08 1.00 1.08 0.58 0.58 23,025 21,088

2023.00 48,181 1.61 243 70499 647.90 0.92 1.08 1.00 1.08 [ 1.08 1.00 1.08 0.56 0.56 18,995 17,397

2024.00 38,389 161 243 76139 699.73 0.92 1.08 1.00 108 [ 1.08 1.00 1.08 0.54 0.53 15,668 14,351

2025.00 30,587 1.61 243 82230 755.71 0.92 1.08 100 1.08 [ 1.08 1.00 1.08 0.51 0.51 12,926 11,839
Total Historical 2,491,671 APV APV Total Historical 353,332 204,648| 0.58
Total Future 5,114,841 22225 179.84 0.81 Total Future 1,136,791 919,869 0.81
Total Lifetime 7,606,511 19590 147.84 0.75 Total Lifetime 1,490,123 1,124,517 0.75)
2009 Jan-Aug 684,194 1.03 1.09 14262 8111 0.57 2009 Jan-Aug 99,104 55,921
2009 Sep-Dec 349,603 1.05 113 14750 110.24 0.75 2009 Sep-Dec 51,295 38,260
2009 Total 1,033,798 1.04 110 14427 90.96 0.63 2009 Total 150,400 94,181

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

CDHP w/ Mat Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM |  Clams PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 12,141 179.13 107.64 0.60 1.09 1.08 2,361 1,415

2008.00 64,348 092 0.80 184.27 215.37 117 1.03 2.00 1.05 1.04 12,439 14,477

2009.00 104,769 0.95 0.89 18842 273.96 1.45 102 103 099 | 127 111 114 1.01 1.00 19,907 28,782

2010.00 102,582 1.00 0.97 248.40 353.63 142 132 105 126|129 109 118 0.97 0.96 24,629 34,953

2011.00 81,840 1.06 1.07 32233 43237 134 130 106 122 | 1.22 111 110 0.93 0.92 24,489 32,729

2012.00 51,812 117 123 383.84 533.90 1.39 119 110 108 | 1.23 114 1.08 0.89 0.89 17,698 24,530

2013.00 33,771 127 137 44946 64172 143 117 108 108 [ 1.20 111 1.08 0.85 0.85 12,949 18,424

2014.00 22,559 134 147 513.90 74379 1.45 114 106 108 | 1.16 107 1.08 0.82 0.82 9,482 13,675

2015.00 15,428 139 154 57518 84334 1.47 112 1.04 108 | 113 105 1.08 0.78 0.78 6,958 10,167

2016.00 10,794 142 157 63540 930.87 1.47 110 1.02 108 | 1.10 102 1.08 0.75 0.75 5,155 7,526

2017.00 7,694 145 160 699.33 1024.03 1.46 110 102 108 [ 1.10 102 1.08 0.72 0.72 3,877 5,657

2018.00 5509 148 163 770.20 1127.60 1.46 110 102 108 | 1.10 102 1.08 0.69 0.69 2,931 4,276

2019.00 3944 150 1.66 844.72 1236.35 1.46 110 1.02 108 [ 1.10 1.02 1.08 0.66 0.66 2,207 3,219

2020.00 2,824 152 167 920.63 1347.17 1.46 1.09 101 108 [ 1.09 101 1.08 0.63 0.63 1,651 2,407

2021.00 2,022 152 168 998.28 1460.41 1.46 108 100 1.08 [ 1.08 100 1.08 0.61 0.61 1,229 1,791

2022.00 1,448 152 1.68 1078.19 1577.31 1.46 1.08 1.00 108 [ 1.08 1.00 1.08 0.58 0.58 911 1,328

2023.00 1,037 152 1.68 1164.45 1703.50 1.46 108 1.00 108 [ 1.08 1.00 1.08 0.56 0.56 675 985

2024.00 742 152 168 1257.60 1839.78 1.46 108 1.00 108 [ 1.08 100 1.08 0.54 0.53 501 730

2025.00 531 152 168 1358.21 1986.96 1.46 1.08 100 1.08 [ 1.08 1.00 1.08 0.51 0.51 371 541
Total Historical 145,614 APV APV Total Historical 27,791 32,079 1.15
Total Future 380,182 32255 461.71 143 Total Future 122,627 175,534 1.43
Total Lifetime 525,796 286.08 394.86 1.38 Total Lifetime 150,418 207,613, 1.38]
2009 Jan-Aug 69,125 094 0.87 185.00 231.69 1.25 2009 Jan-Aug 12,991 16,187
2009 Sep-Dec 35,644 097 093 19506 355.93 1.82 2009 Sep-Dec 6,916 12,595
2009 Total 104,769 0.95 0.89 188.42 273.96 1.45 2009 Total 19,907 28,782

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-2 Scenario 2
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

CDHP No Mat Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 89 11581 311.64 2.69 1.08 1.07 1 30

2008.00 61271 092 066 12991 70.80 0.54 112 0.23 1.04 1.04 8,314 4,518

2009.00 205,202 094 0.78 14284 7745 0.54 110 1.02 107 | 1.09 117 0.93 1.01 1.00 29,484 15,886

2010.00 320,547 097 0.88 167.98 9177 0.55 118 1.03 115 | 118 113 1.05 0.97 0.96 52,006 28,304

2011.00 324593 101 104 191.08 11851 0.62 114 104 109 [ 129 118 1.09 0.93 0.92 57,552 35,551

2012.00 237,315 1.08 127 220.66 155.62 0.71 115 1.07 108 | 1.31 122 1.08 0.89 0.89 46,578 32,725

2013.00 178,164 115 147 25421 194.05 0.76 115 107 108 | 1.25 116 1.08 0.85 0.85 38,619 29,375

2014.00 134,844 123 165 29362 23572 0.80 116 107 108 [ 1.21 112 1.08 0.82 0.81 32,365 25,890

2015.00 103,070 1.33 1.86 34166 286.52 0.84 116 108 108 [ 1.22 113 1.08 0.78 0.78 27,596 23,061

2016.00 80,189 142 2.05 394.98 340.97 0.86 116 1.07 108 [ 1.19 110 1.08 0.75 0.75 23,793 20,468

2017.00 63577 149 219 448.04 393.37 0.88 113 105 108 | 115 107 1.08 0.72 0.72 20,515 17,949

2018.00 50,656 1.54 229 499.12 443.65 0.89 111 103 108 | 1.13 105 1.08 0.69 0.69 17,458 15,464

2019.00 40,360 157 236 550.54 493.77 0.90 110 102 108 | 111 103 1.08 0.66 0.66 14,709 13,147

2020.00 32,158 1.60 241 604.45 544.64 0.90 110 1.02 108 [ 1.10 1.02 1.08 0.63 0.63 12,335 11,077

2021.00 25,622 161 243 658.02 593.75 0.90 1.09 101 108 [ 1.09 101 1.08 0.61 0.61 10,258 9,224

2022.00 20,414 161 243 71072 641.32 0.90 108 100 108 [ 1.08 100 1.08 0.58 0.58 8,463 7,611

2023.00 16,265 1.61 243 767.58 692.62 0.90 1.08 1.00 108 [ 1.08 1.00 1.08 0.56 0.56 6,982 6,278

2024.00 12,960 1.61 243 82899 748.03 0.90 1.08 1.00 108 [ 1.08 100 1.08 0.54 0.53 5,759 5,179

2025.00 10,326 1.61 243 89531 807.87 0.90 108 1.00 108 | 1.08 1.00 1.08 0.51 0.51 4,751 4,272
Total Historical 182,476 APV APV Total Historical 25,330 13,192 0.52]
Total Future 1,735,146 226.04 168.76 0.75 Total Future 392,217 292,819 0.75
Total Lifetime 1,917,622 217.74  159.58 0.73 Total Lifetime 417,548 306,011 0.73
2009 Jan-Aug 121,116 0.94 0.76 13841 70.98 0.51 2009 Jan-Aug 17,005 8,644
2009 Sep-Dec 84,086 095 0.81 149.23 86.77 0.58 2009 Sep-Dec 12,479 7,242
2009 Total 205,202 094 078 14284 7745 0.54 2009 Total 29,484 15,886

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Saver Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM_|  Clams PMPM__ | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 642,980 15250 107.11 0.70 117 118 115,009 80,966

2008.00 178,488 1.19 130 196.00 116.22 0.59 1.29 1.09 1.05 1.05 36,806 21,765

2009.00 182,608 1.23 1.37 200.17 150.40 0.75 102 103 099 [ 1.29 105 123 1.01 1.00 36,889 27,593

2010.00 144,617 1.26 144 23098 172.26 0.75 115 103 112 | 115 106 1.08 0.97 0.97 32,329 24,050

2011.00 101,279 133 156 266.52 207.40 0.78 115 1.05 110 ( 1.20 1.08 111 0.93 0.93 25,055 19,450

2012.00 69,558 1.39 1.67 30177 240.13 0.80 113 105 108 | 1.16 1.07 1.08 0.89 0.89 18,677 14,826

2013.00 48512 145 177 33852 27439 0.81 112 104 108 | 1.14 106 1.08 0.85 0.85 14,008 11,327

2014.00 34,111 150 186 37723 310.58 0.82 111 103 108 | 113 105 1.08 0.82 0.82 10,523 8,643

2015.00 24142 153 192 41759 347.74 0.83 111 102 108 | 112 103 1.08 0.78 0.78 7,904 6,566

2016.00 17,216 156 196 459.12 385.11 0.84 110 1.02 108 | 111 102 1.08 0.75 0.75 5,941 4,971

2017.00 12,320 158 199 50143 42263 0.84 109 101 108 | 1.10 101 1.08 0.72 0.72 4,451 3,743

2018.00 8,821 159 201 54514 461.06 0.85 109 101 108 | 1.09 101 1.08 0.69 0.69 3,322 2,803

2019.00 6,316 159 2.02 59159 501.46 0.85 1.09 1.00 108 [ 1.09 1.01 1.08 0.66 0.66 2,475 2,093

2020.00 4522 160 2.03 640.84 54381 0.85 1.08 1.00 108 [ 1.08 1.00 1.08 0.63 0.63 1,840 1,558

2021.00 3,238 1.60 203 69264 587.92 0.85 1.08 100 1.08 [ 1.08 100 1.08 0.61 0.61 1,365 1,156

2022.00 2,318 160 2.03 748.05 634.96 0.85 1.08 1.00 1.08 [ 1.08 1.00 1.08 0.58 0.58 1,012 857

2023.00 1660 1.60 2.03 807.90 685.75 0.85 1.08 1.00 108 [ 1.08 1.00 1.08 0.56 0.56 750 635

2024.00 1,189 160 2.03 87253 740.61 0.85 108 1.00 108 [ 1.08 100 1.08 0.54 0.54 556 471

2025.00 851 160 203 94233 799.86 0.85 1.08 100 1.08 [ 1.08 1.00 1.08 0.51 0.51 412 349
Total Historical 945,349 APV APV Total Historical 176,963 121,110 0.68]
Total Future 539,398 263.92 208.96 0.79 Total Future 142,360 112,712 0.79
Total Lifetime 1,484,747 215.07 157.48 0.73 Total Lifetime 319,323 233,823 0.73
2009 Jan-Aug 123,881 122 136 199.80 146.79 0.73 2009 Jan-Aug 25,149 18,379
2009 Sep-Dec 58,727 123 1.38 20094 158.01 0.79 2009 Sep-Dec 11,740 9,214
2009 Total 182,608 1.23 1.37 200.17 150.40 0.75 2009 Total 36,889 27,593

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-2 Scenario 2
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Right Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 1,782,611 13358 97.71 0.73 113 113 268,912 197,215

2008.00 922,591 1.05 1.05 16643 115.18 0.69 1.25 118 1.05 1.05 161,611 111,594

2009.00 753,356 1.09 112 19474 139.52 0.72 117 104 113 | 121 107 114 1.01 1.00 148,062 105,620

2010.00 563,580 1.14 122 25579 174.10 0.68 131 105 126 | 125 109 115 0.97 0.97 139,459 94,770

2011.00 401,917 120 134 303.60 212.65 0.70 119 106 112 | 122 109 112 0.93 0.93 113,264 79,178

2012.00 268,883 1.29 149 350.17 254.66 0.73 115 1.07 108 [ 1.20 111 1.08 0.89 0.89 83,775 60,810

2013.00 184,299 136 162 40005 299.62 0.75 114 106 108 [ 1.18 109 1.08 0.85 0.85 62,889 47,014

2014.00 128,436 143 174 45334 348.01 0.77 113 105 108 | 1.16 108 1.08 0.82 0.82 47,613 36,482

2015.00 90,481 149 185 51019 398.93 0.78 113 104 108 | 1.15 106 1.08| 078 0.78 36,191 28,246

2016.00 64,324 153 192 567.34 448.94 0.79 111 103 108 | 113 1.04 1.08 0.75 0.75 27,427 21,664

2017.00 45993 156 197 62428 497.61 0.80 110 1.02 108 | 111 102 1.08 0.72 0.72 20,688 16,460

2018.00 32,931 158 2.00 68207 546.34 0.80 109 101 108 | 1.10 101 1.08 0.69 0.69 15,516 12,406

2019.00 23578 159 202 74166 595.85 0.80 109 101 108 | 1.09 101 1.08| 066 0.66 11,581 9,288

2020.00 16,882 1.60 2.03 804.13 646.94 0.80 1.08 1.00 108 [ 1.09 1.00 1.08 0.63 0.63 8,619 6,921

2021.00 12,088 1.60 2.03 870.00 700.32 0.80 108 1.00 108 [ 1.08 100 1.08 0.61 0.61 6,401 5,143

2022.00 8,655 160 203 939.62 756.36 0.80 108 1.00 108 | 1.08 100 1.08 | 058 058 4,745 3,813

2023.00 6,197 160 2.03 1014.79 816.87 0.80 1.08 1.00 1.08 [ 1.08 1.00 1.08 0.56 0.56 3,518 2,827

2024.00 4437 160 2.03 109597 882.22 0.80 1.08 1.00 108 [ 1.08 1.00 1.08 0.54 0.54 2,608 2,095

2025.00 3,177 160 2.03 118365 952.80 0.80 1.08 1.00 108 | 1.08 1.00 1.08 0.51 0.51 1,933 1,553
Total Historical 3,226,415 APV APV Total Historical 531,740 379,977, 0.71]
Total Future 2,087,998 303.19 221.80 0.73 Total Future 633,069 463,123 0.73
Total Lifetime 5,314,414 219.18 158.64 0.72 Total Lifetime 1,164,810 843,100 0.72]
2009 Jan-Aug 521,213 1.08 111 191.13 135.09 0.71 2009 Jan-Aug 101,218 71,168
2009 Sep-Dec 232,143 110 115 202.83 149.45 0.74 2009 Sep-Dec 46,844 34,452
2009 Total 753,356 1.09 112 19474 139.52 0.72 2009 Total 148,062 105,620

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Tonik Analysis of Lifetime Loss Ratio (LLR)
Scenario 2 Roll-Up of Monthly Projections to Totals by Year
Relative Relative [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM |  Clams PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)
Pre 2008 764,405 128.78 102.96 0.80 111 111 109,421 87,553
2008.00 668,355 1.01 0.97 149.07 94.99 0.64 1.16 0.92 1.05 1.05 104,909 66,717
2009.00 518,933 1.04 1.03 15757 108.05 0.69 106 103 102 | 1.14 106 107 1.01 1.00 82,531 56,293
2010.00 486,678 1.06 1.05 187.84 12222 0.65 119 102 117 | 113 102 111 0.97 0.96 88,363 57,388
2011.00 399,608 1.09 1.13 220.54 145.39 0.66 117 103 114 | 119 108 110 0.93 0.93 81,817 53,809
2012.00 255569 1.17 128 25454 175.81 0.69 115 107 108 | 1.21 113 1.07 0.89 0.89 57,889 39,895
2013.00 169,643 125 142 29391 209.96 0.71 115 107 108 | 1.19 111 1.08 0.85 0.85 42,532 30,316
2014.00 115,750 1.33 156 336.64 248.48 0.74 115 106 108 [ 1.18 110 1.08 0.82 0.82 31,865 23,468
2015.00 79,938 140 170 38332 291.21 0.76 114 106 108 [ 1.17 109 1.08 0.78 0.78 24,023 18,210
2016.00 56,014 147 182 43285 33558 0.78 113 105 108 | 115 107 1.08 0.75 0.75 18,222 14,096
2017.00 39,933 153 190 483.07 378.94 0.78 112 104 108 | 1.13 105 1.08 0.72 0.72 13,898 10,879
2018.00 28592 156 196 531.77 420.54 0.79 110 102 108 | 111 103 1.08 0.69 0.69 10,503 8,288
2019.00 20,472 157 199 579.96 461.06 0.79 1.09 101 108 [ 1.10 102 1.08 0.66 0.66 7,863 6,237
2020.00 14,658 159 202 63176 503.83 0.80 1.09 101 108 [ 1.09 101 1.08 0.63 0.63 5,879 4,678
2021.00 10,495 160 2.03 68553 547.48 0.80 109 101 108 | 1.09 101 1.08 0.61 0.61 4,379 3,490
2022.00 7514 160 2.03 74042 591.32 0.80 1.08 1.00 1.08 [ 1.08 1.00 1.08 0.58 0.58 3,247 2,587
2023.00 5380 160 2.03 799.65 638.62 0.80 1.08 1.00 108 [ 1.08 1.00 1.08 0.56 0.56 2,407 1,918
2024.00 3,852 160 2.03 863.62 689.71 0.80 108 1.00 108 [ 1.08 100 1.08 0.54 0.54 1,784 1,422
2025.00 2,758 1.60 2.03 93271 744.89 0.80 1.08 100 1.08 [ 1.08 1.00 1.08 0.51 0.51 1,323 1,054
Total Historical 1,784,959 APV APV Note - here the Total represents Med+Dent; Total Historical 270,472 191,822 0.71
Total Future 1,863,588 226.65 159.09 0.70  however, the Index factor is applic to Med-only. Total Future 422,382 296,475 0.70]
Total Lifetime 3,648,548 189.90 133.83 0.70  The LLR model projections reflects this Total Lifetime 692,854 488,297 0.70|
distinction; however, the above Incr attributed to
"Other" factors (i.e., excl Index factor) has not
2009 Jan-Aug 352,199 1.04 1.03 156.85 105.61 0.67  been adjusted here to reflect this (shown here 2009 Jan-Aug 56,142 37,552
2009 Sep-Dec 166,733 1.05 1.03 159.10 113.20 0.71  for informational purposes only). 2009 Sep-Dec 26,390 18,741
2009 Total 518,933 1.04 1.03 157.57 108.05 0.69 2009 Total 82,531 56,293

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Page 101
Axene Health Partners, LLC

www.axenehp.com




SmartSense
Scenario 3
Mbr
Months
Pre 2008 745
2008 686,208
2009 1,781,560
2010 2,130,060
2011 1,754,268
2012 1,099,797
2013 714,070
2014 472,782
2015 319,475
2016 222,206
2017 158,254
2018 113,310
2019 81,130
2020 58,089
2021 41,592
2022 29,780
2023 21,322
2024 15,267
2025 10,931
Total Historical 1,791,266
Total Future 7,919,582
Total Lifetime 9,710,847
2009 Jan-Aug 1,104,312
2009 Sep-Dec 677,248
2009 Total 1,781,560

* For historical claims prior to 2009, excludes Manual Adj to claims (

Share
Scenario 3

Mbr
Months

Pre 2008 4,028,982

2008 1,466,368
2009 1,248,364
2010 910,688
2011 641,467
2012 433,813
2013 299,019
2014 208,899
2015 147,591
2016 105,156
2017 75,222
2018 53,859
2019 38,563
2020 27,611
2021 19,770
2022 14,155
2023 10,135
2024 7,257
2025 5,196
Total Historical 6,362,811
Total Future 3,379,302
Total Lifetime 9,742,114
2009 Jan-Aug 867,461
2009 Sep-Dec 380,903
2009 Total 1,248,364

Relative Relative
Prem Claims
Index  Index

0.753
0.859
0.924
1.009
1117
1.242
1.398
1571
1.726
1.837
1916
1.974
2.012
2.029
2.029
2.029
2.029
2.029

0.965
0.972
0.968

0.845
0.881
0.859

Relative Relative
Prem Claims
Index  Index

1147 1.184
1.213
1.289
1.370
1.462
1.539
1.590
1.622
1.642
1.656
1.668
1.677
1.680
1.682
1.682
1.682
1.682
1.682

Prem
PMPM

109.69
11131
126.44
153.10
168.47
192.37
22136
256.13
298.27
344.26
389.14
43281
477.40
523.28
568.85
614.40
663.55
716.64
773.97
APV
177.05
166.53

120.49
136.13
126.44

Annual
Prem
PMPM

147.65
176.93
214.10
274.41
320.05
364.67
409.95
454,98
499.85
546.50
595.96
648.76
704.56
762.83
824.63
890.61
961.85

1038.80

1121.91

APV
313.47
227.20

209.33
224.94
214.10

Appendix J-3 Scenario 3
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Analysis of Lifetime Loss Ratio (LLR)
Roll-Up of Monthly Projections to Totals by Year

Claims
PMPM

62.02
68.93
86.09
101.83
122.87
146.93
176.44
21458
260.56
309.16
355.35
400.10
445.14
490.02
533.50
576.24
622.33
672.12
725.89
APV
13571
12521

82.41
92.07
86.09

Roll-

Annual
Claims
PMPM

104.29
126.61
164.14
195.97
234.93
271.07
308.33
343.41
378.17
413.30
450.69
490.75
533.05
577.16
623.92
673.84
721.75
785.97
848.84
APV
23271
165.51

156.80
180.86
164.14

| Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Loss | _PremiumPMPM [  Claims PMPM | (to Sept-09) ($000s) (APV
Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)
56.5% 1.077 1.075 88 50
61.9% | 1.015 1111 1.045 1.042 79,810 49,300
68.1% | 1.136 1.018 1.116| 1249 1.141 1.095| 1.007 1.002 226,731 153,619
66.5% | 1.211 1.021 1.186| 1.183 1.076 1.099| 0.967 0.964 315,321 209,193
72.9% | 1.100 1.034 1.064 | 1.207 1.092 1.105| 0.928 0.926 274,415 199,626
76.4% | 1.142 1.057 1.080|1.196 1.107 1.080| 0.890 0.888 188,282 143,472
79.7% | 1.151 1.065 1.080 | 1.201 1.111 1.081| 0.853 0.851 134,848 107,221
83.8% | 1.157 1.071 1.080 | 1.216 1.126 1.080| 0.818 0.816 99,031 82,767
87.4% | 1165 1.078 1.080 | 1.214 1.124 1.080| 0.784 0.782 74,702 65,104
89.8% | 1.154 1.069 1.080| 1.187 1.099 1.080| 0.751 0.750 57,486 51,506
91.3% | 1.130 1.047 1.080 | 1.149 1.065 1.080| 0.720 0.719 44,368 40,423
92.4% | 1112 1.030 1.080 | 1.126 1.043 1.080| 0.691 0.689 33,875 31,244
93.2% | 1.103 1.021 1.080 | 1.113 1.030 1.080| 0.662 0.661 25,649 23,862
936% | 1.096 1.015 1.080| 1.101 1.019 1.080| 0.635 0.633 19,297 18,030
93.8% | 1.087 1.007 1.080 | 1.089 1.008 1.080| 0.609 0.607 14,400 13,475
93.8% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 10,676 9,991
93.8% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 7,915 7,407
93.8% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 5,867 5,490
93.8% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.514 0.513 4,350 4,070
Total Historical 214,933 141,061 | 65.63%)
76.65% Total Future 1,402,179 1,074,790 | 76.65%)
75.19% Total Lifetime 1,617,112 1,215,851 | 75.19%
68.4% 2009 Jan-Aug 135,034 91,711
67.6% 2009 Sep-Dec 91,696 61,908
68.1% 2009 Total 226,731 153,619
non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.
Analysis of Lifetime Loss Ratio (LLR)
Up of Monthly Projections to Totals by Year
| Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Loss | _Premium PMPM_ |  Claims PMPM__ | (to Sept-09) ($000s) (APV
Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)
70.6% 1171 1175 696,580 493,678
71.6% | 1.198 1.214 1.052 1.049 273,010 194,811
76.7% | 1.210 1.019 1187|1296 1.025 1.265| 1.009 1.005 269,720 205,891
714% | 1.282 1.041 1.231|1.194 1.063 1.124| 0.968 0.965 241,819 172,245
734% | 1166 1.047 1114|1199 1.062 1.128| 0.928 0.926 190,567 139,508
743% | 1139 1.055 1.080 | 1.154 1.068 1.081| 0.890 0.887 140,763 104,359
752% | 1.124 1.042 1.079|1.137 1.053 1.081| 0.853 0.851 104,568 78,439
75.5% | 1.110 1.029 1.078 | 1.114 1.033 1.078| 0.818 0.816 77,729 58,513
75.7% | 1.099 1.018 1.079 | 1.101 1.020 1.079| 0.784 0.782 57,840 43,646
75.6% | 1.093 1.012 1.080| 1.093 1.012 1.080| 0.752 0.750 43,192 32,579
75.6% | 1.091 1.009 1.081 | 1.090 1.009 1.081| 0.721 0.719 32,301 24,363
75.6% | 1.089 1.007 1.081|1.089 1.007 1.081| 0.691 0.689 24,137 18,210
75.7% | 1.086 1.005 1.081 | 1.086 1.005 1.081| 0.662 0.661 17,994 13,578
75.7% | 1.083 1.002 1.080 | 1.083 1.002 1.080| 0.635 0.633 13,372 10,091
75.7% | 1.081 1.001 1.080 | 1.081 1.001 1.080| 0.609 0.607 9,922 7,488
75.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 7,356 5,551
75.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 5,453 4,115
75.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 4,043 3,051
75.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.514 0.513 2,997 2,262
Total Historical 1,154,068 825,974 | 71.57%)
74.24% Total Future 1,059,294 786,403 | 74.24%)
72.85% Total Lifetime 2,213,362 1,612,378 | _72.85%)
74.9% 2009 Jan-Aug 184,477 137,486
80.4% 2009 Sep-Dec 85,242 68,405
76.7% 2009 Total 269,720 205,891

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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3500
Scenario 3
Mbr
Months
Pre 2008 954,215
2008 853,262
2009 1,033,798
2010 1,014,417
2011 871,055
2012 652,266
2013 498,305
2014 385,123
2015 300,483
2016 236,871
2017 188,327
2018 150,052
2019 119,555
2020 95,257
2021 75,897
2022 60,471
2023 48,181
2024 38,389
2025 30,587
Total Historical 2,491,671
Total Future 5,114,841
Total Lifetime 7,606,511
2009 Jan-Aug 684,194
2009 Sep-Dec 349,603
2009 Total 1,033,798

Relative Relative
Prem Claims
Index  Index

1.015
1.100
1.194
1.338
1.555
1.749
1.919
2.079
2.209
2.301
2.361
2.399
2423
2.433
2.433
2433
2.433
2433

1.032
1.045
1.037

1.085
1.129
1.100

Annual
Prem
PMPM

127.72
131.01
144.27
159.69
179.03
207.69
239.63
27473
313.20
353.20
392.99
43233
47218
513.81
556.81
601.37
649.48
701.44
757.56
APV
206.33
185.19

142.62
147.50
144.27

Appendix J-3 Scenario 3
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Analysis of Lifetime Loss Ratio (LLR)
Roll-Up of Monthly Projections to Totals by Year

Annual
Claims
PMPM

71.18
81.66
90.96
112.48
140.96
176.89
214.77
254.66
298.28
342.60
385.57
427.55
469.40
512.12
555.44
599.90
647.90
699.73
755.71
APV
179.84
147.84

81.11
110.24
90.96

Loss
Ratio

55.7%
62.3%
63.0%
70.4%
78.7%
85.2%
89.6%
92.7%
95.2%
97.0%
98.1%
98.9%
99.4%
99.7%
99.8%
99.8%
99.8%
99.8%
99.8%

87.16%
79.83%

56.9%
74.7%
63.0%

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

CDHP w/ Mat
Scenario 3
Mbr
Months
Pre 2008 12,141
2008 64,348
2009 104,769
2010 102,582
2011 81,840
2012 51,812
2013 33,771
2014 22,559
2015 15,428
2016 10,794
2017 7,694
2018 5,509
2019 3,944
2020 2,824
2021 2,022
2022 1,448
2023 1,037
2024 742
2025 531
Total Historical 145,614
Total Future 380,182
Total Lifetime 525,796
2009 Jan-Aug 69,125
2009 Sep-Dec 35,644
2009 Total 104,769

Relative Relative
Prem Claims
Index  Index

0.923
0.954

0.798
0.888
0.967
1.073
1.228
1.368
1.467
1.542
1575
1.603
1.634
1.660
1.675
1.682
1.682
1.682
1.682
1.682

0.945
0.970
0.954

0.867
0.928
0.888

Annual
Prem
PMPM

179.13
184.27
188.42
241.48
300.11
357.20
418.27
478.23
535.26
591.30
650.80
716.75
786.09
856.73
928.99

1003.36

1083.63

1170.32

1263.94

APV
304.16
272.78

185.00
195.06
188.42

Annual
Claims
PMPM

107.64
215.37
273.96
353.63
432.37
533.90
641.72
743.79
843.34
930.87
1024.03
1127.60
1236.35
1347.17
1460.41
1577.31
1703.50
1839.78
1986.96
APV

461.71
394.86

231.69
355.93

Loss
Ratio

60.1%
116.9%
145.4%
146.4%
144.1%
149.5%
153.4%
155.5%
157.6%
157.4%
157.3%
157.3%
157.3%
157.2%
157.2%
157.2%
157.2%
157.2%
157.2%

151.80%
144.75%

125.2%
182.5%

[ Increase Over Prior Year (shown as Ratio Discnt Factor | APV of Annual Amounts LR.
[__Premium PMPM Claims PMPM (to Sept-09) ($000s) (APV
Total Index Other Total Index Other Prem Cims Premium Claims Basis)
1122 1.116 136,704 75,802
1.026 1.147 1.051 1.047 117,524 72,924
1.101 1.028 1.071| 1.114 1.084 1.027| 1.008 1.002 150,400 94,181
1.107 1.031 1.073|1.237 1085 1.140| 0.967 0.963 156,676 109,922
1121 1.047 1.071|1.253 1.121 1.118| 0.928 0.924 144,691 113,495
1.160 1.073 1.081| 1.255 1.162 1.080| 0.889 0.886 120,486 102,246
1.154 1.068 1.080| 1.214 1.125 1.080| 0.853 0.850 101,813 90,929
1.146 1.061 1.080| 1.186 1.097 1.081| 0.817 0.815 86,486 79,888
1140 1056 1.080|1.171 1.083 1.081| 0.784 0.781 73,751 69,995
1128 1.044 1.080| 1.149 1.063 1.081| 0.751 0.749 62,850 60,755
1.113 1.030 1.080| 1125 1.041 1.081| 0.720 0.718 53,305 52,118
1100 1.019 1.080|1.109 1.026 1.081| 0.691 0.688 44,795 44,148
1.092 1.011 1.080| 1.098 1.016 1.081| 0.662 0.660 37,371 37,025
1.088 1.008 1.080| 1.091 1.010 1.080| 0.635 0.632 31,061 30,853
1.084 1.003 1.080| 1.085 1.004 1.080| 0.608 0.606 25,711 25,561
1.080 1.000 1.080|1.080 1.000 1.080| 0.583 0.581 21,212 21,088
1.080 1.000 1.080| 1.080 1.000 1.080| 0.559 0.557 17,499 17,397
1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.534 14,435 14,351
1.080 1.000 1.080| 1.080 1.000 1.080| 0514 0512 11,908 11,839
Total Historical 353,332 204,648 | 57.92%)
Total Future 1,055,345 919,869 | 87.16%)
Total Lifetime 1,408,677 1,124,517 | 79.83%)
2009 Jan-Aug 99,104 55,921
2009 Sep-Dec 51,295 38,260
2009 Total 150,400 94,181
Analysis of Lifetime Loss Ratio (LLR)
Roll-Up of Monthly Projections to Totals by Year
[ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
[ PremumPMPM [ Claims PMPM__ | (to Sept-09) ($000s) (APV
Total Index Other Total Index Other Prem Clms Premium Claims Basis)
1.085 1.083 2,361 1,415
1.029 2.001 1.049 1.045 12,439 14,477
1.023 1.033 0989 1.272 1.113 1.143| 1.008 1.003 19,907 28,782
1.282 1.049 1222|1291 1.090 1.184| 0.967 0.964 23,948 34,953
1.243 1.063 1.169| 1.223 1.109 1.102| 0.928 0.925 22,801 32,729
1190 1.101 1.081|1.235 1.144 1.079| 0.890 0.887 16,469 24,530
1.171 1.084 1.080| 1.202 1.114 1.079| 0.853 0.850 12,050 18,424
1143 1059 1.080|1.159 1.073 1.081| 0.818 0.815 8,824 13,675
1.119 1.036 1.080| 1.134 1.051 1.079| 0.784 0.781 6,475 10,167
1.105 1.023 1.080| 1.104 1.021 1.081| 0.752 0.749 4,797 7,526
1.101 1.019 1.080| 1.100 1.018 1.081| 0.721 0.718 3,608 5,657
1101 1.020 1.080|1.101 1.020 1.080| 0.691 0.688 2,728 4,276
1.097 1.015 1.080| 1.096 1.015 1.080| 0.662 0.660 2,053 3,219
1.090 1.009 1.080| 1.090 1.009 1.080| 0.635 0.633 1,536 2,407
1.084 1.004 1.080|1.084 1.004 1.080| 0.609 0.607 1,143 1,791
1.080 1.000 1.080| 1.080 1.000 1.080| 0.584 0.582 848 1,328
1.080 1.000 1.080| 1.080 1.000 1.080| 0.559 0.558 628 985
1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.534 466 730
1.080 1.000 1.080| 1.080 1.000 1.080| 0514 0512 345 541
Total Historical 27,791 32,079 | 115.43%)
Total Future 115,636 175,534 | 151.80%
Total Lifetime 143,427 207,613 | 144.75%)
2009 Jan-Aug 12,991 16,187
2009 Sep-Dec 6,916 12,595
2009 Total 19,907 28,782

273.96

145.4%

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-3 Scenario 3
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

CDHP No Mat Analysis of Lifetime Loss Ratio (LLR)
Scenario 3 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 89 11581 31164 269.1% 1.077 1.075 11 30

2008 61,271 0923 0.664 129.91 70.80 545% | 1.122 0.227 1.045 1.042 8,314 4,518

2009 205,202 0.945 0.778 14284 77.45 54.2% | 1.100 1.024 1.074|1.094 1172 0.934| 1.006 1.000 29,484 15,886

2010 320,547 0.970 0.879 16110 9177 57.0% | 1.128 1.027 1.099 | 1.185 1.130 1.048| 0.966 0.962 49,890 28,304

2011 324,593 1.011 1.041 17497 11851 67.7% | 1.086 1.043 1.042|1.291 1.185 1.090| 0.928 0.924 52,702 35,551

2012 237,315 1.081 1.269 201.93 15562 77.1% | 1.154 1.069 1.080 | 1.313 1.219 1.077| 0.889 0.886 42,625 32,725

2013 178,164 1.153 1.468 23263 19405 83.4% |1.152 1.067 1.080 | 1.247 1.157 1.078| 0.853 0.850 35,342 29,375

2014 134,844 1233 1650 268.71 23572 87.7% |1.155 1.069 1080 1.215 1.124 1.081| 0.817 0.815 29,619 25,890

2015 103,070 1.328 1.857 312.67 286.52 91.6% |1.164 1.077 1.080 | 1.215 1.125 1.080| 0.784 0.781 25,254 23,061

2016 80,189 1.422 2047 36146 340.97 94.3% | 1.156 1.070 1.080 | 1.190 1.102 1.079| 0.751 0.749 21,774 20,468

2017 63,577 1.493 2188 410.02 39337 95.9% | 1.134 1050 1.080| 1.154 1.069 1.079| 0.720 0.718 18,774 17,949

2018 50,656 1.541 2.287 456.76 44365 97.1% | 1.114 1032 1.080| 1.128 1.045 1.079| 0.690 0.688 15,976 15,464

2019 40,360 1574 2357 503.82 49377 98.0% | 1.103 1.021 1.080|1.113 1.031 1.080| 0.662 0.660 13,461 13,147

2020 32,158 1.600 2.409 55315 54464 98.5% | 1.098 1.017 1.080 | 1.103 1.022 1.080| 0.635 0.632 11,288 11,077

2021 25,622 1.613 2433 60218 59375 98.6% | 1.089 1.008 1.080| 1.090 1.010 1.079| 0.608 0.606 9,387 9,224

2022 20,414 1613 2433 65041 64132 98.6% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.583 0.581 7,745 7,611

2023 16,265 1.613 2433 70244 692.62 98.6% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.557 6,389 6,278

2024 12,960 1.613 2433 758.64 748.03 98.6% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.534 5,270 5,179

2025 10,326 1.613 2433 819.33 807.87 98.6% |1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.512 4,348 4,272
Total Historical 182,476 APV APV Total Historical 25,330 13,192 | 52.08%)
Total Future 1,735,146 208.81 168.76 80.82% Total Future 362,323 292,819 | 80.82%)
Total Lifetime 1,917,622 202.15 159.58 78.94% Total Lifetime 387,653 306,011 | 78.94%
2009 Jan-Aug 121,116 0.940 0.758 13841 70.98 51.3% 2009 Jan-Aug 17,005 8,644
2009 Sep-Dec 84,086 0.951 0.806 149.23 86.77 58.1% 2009 Sep-Dec 12,479 7,242
2009 Total 205,202 0.945 0.778 14284 77.45 54.2% 2009 Total 29,484 15,886

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Saver Analysis of Lifetime Loss Ratio (LLR)
Scenario 3 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM_|  Clams PMPM__ | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 642,980 15250 107.11  70.2% 1173 1.176 115,009 80,966

2008 178,488 1.187 1.303 196.00 116.22 59.3% | 1.285 1.085 1.052 1.049 36,806 21,765

2009 182,608 1.225 1.366 200.17 150.40 75.1% | 1.021 1.032 0.990 | 1.294 1.048 1.235| 1.009 1.005 36,889 27,593

2010 144,617 1.265 1443 21383 17226 80.6% | 1.068 1.032 1.035| 1.145 1.057 1.084| 0.968 0.965 29,938 24,050

2011 101,279 1.328 1.558 240.02 207.40 86.4% | 1.122 1.050 1.069 | 1.204 1.080 1.115| 0.928 0.926 22,564 19,450

2012 69,558 1.394 1.674 27170 240.13 884% | 1132 1.050 1.078|1.158 1.075 1.077| 0.890 0.888 16,815 14,826

2013 48,512 1450 1.772 30478 27439 90.0% | 1.122 1040 1.079|1.143 1.058 1.080| 0.853 0.851 12,612 11,327

2014 34,111 1496 1.855 339.63 31058 91.4% | 1.114 1032 1.080|1.132 1.047 1.081| 0.818 0.816 9,474 8,643

2015 24,142 1533 1919 37597 347.74 925% | 1.107 1.025 1.080| 1.120 1.035 1.082| 0.784 0.782 7,116 6,566

2016 17,216 1559 1964 41337 38511 932% |1.099 1.017 1.081| 1107 1.023 1.083| 0.752 0.750 5,349 4,971

2017 12,320 1576 1991 45146 42263 936% |1.092 1.010 1081 | 1.097 1014 1.082| 0.721 0.719 4,008 3,743

2018 8,821 1585 2008 490.81 461.06 939% |1.087 1.006 1.081|1.091 1.009 1.082| 0.691 0.689 2,991 2,803

2019 6,316 1.592 2.020 532.63 50146 94.1% | 1.085 1.004 1.080 | 1.088 1.006 1.081| 0.662 0.661 2,228 2,093

2020 4522 1597 2028 57698 54381 94.3% | 1.083 1.003 1.080| 1.084 1.004 1.081| 0.635 0.633 1,657 1,558

2021 3,238 1.598 2029 62361 58792 943% |1.081 1.001 1.080| 1.081 1.001 1.080| 0.609 0.607 1,229 1,156

2022 2,318 1.598 2.029 67351 63496 94.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 911 857

2023 1,660 1.598 2.029 727.39 68575 94.3% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 675 635

2024 1,189 1598 2029 78558 740.61 94.3% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 501 471

2025 851 1598 2.029 84842 799.86 94.3% |[1.080 1.000 1.080|1.080 1.000 1.080| 0.514 0.513 371 349
Total Historical 945,349 APV APV Total Historical 176,963 121,110 | 68.44%
Total Future 539,398 241.34 208.96 86.58% Total Future 130,179 112,712 | 86.58%)
Total Lifetime 1,484,747 206.86 157.48 76.13% Total Lifetime 307,142 233,823 | 76.13%)
2009 Jan-Aug 123,881 1.222 1.358 199.80 146.79 73.5% 2009 Jan-Aug 25,149 18,379
2009 Sep-Dec 58,727 1.233 1.381 20094 158.01 78.6% 2009 Sep-Dec 11,740 9,214
2009 Total 182,608 1.225 1.366 200.17 150.40 75.1% 2009 Total 36,889 27,593

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-3 Scenario 3
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Right Analysis of Lifetime Loss Ratio (LLR)
Scenario 3 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 1,782,611 13358 97.71 73.2% 1129 1132 268,912 197,215

2008 922,591 1.053 1.054 166.43 115.18 69.2% | 1.246 1.179 1.053 1.050 161,611 111,594

2009 753,356 1.090 1.123 19474 13952 71.6% | 1.170 1.035 1.130|1.211 1.065 1.137| 1.009 1.005 148,062 105,620

2010 563,580 1.139 1.220 247.74 17410 70.3% | 1.272 1.045 1.217| 1248 1.087 1.148| 0.968 0.966 135,086 94,770

2011 401,917 1.202 1.336 291.34 21265 73.0% (1176 1.055 1.115|1.221 1.095 1.116| 0.928 0.926 108,691 79,178

2012 268,883 1.287 1.487 336.01 25466 75.8% | 1.153 1.070 1.078 | 1.198 1.113 1.076| 0.890 0.888 80,388 60,810

2013 184,299 1.363 1.622 38387 299.62 78.1% |1.142 1.060 1.078| 1177 1.091 1.078| 0.853 0.851 60,347 47,014

2014 128,436 1.432 1744 43501 34801 80.0% |1.133 1.050 1079|1161 1.075 1.080| 0.818 0.816 45,688 36,482

2015 90,481 1.491 1.848 489.56 39893 815% |(1.125 1.042 1.080|1.146 1.060 1.082| 0.784 0.783 34,727 28,246

2016 64,324 1535 1.922 54440 44894 825% | 1.112 1.029 1.081|1.125 1.040 1.082| 0.752 0.750 26,318 21,664

2017 45,993 1562 1.969 599.04 49761 83.1% | 1.100 1.018 1.081|1.108 1.024 1.082| 0.721 0.719 19,851 16,460

2018 32,931 1579 1.998 65449 54634 835% | 1.093 1011 1.081|1.098 1.015 1.082| 0.691 0.690 14,888 12,406

2019 23578 1589 2016 71167 59585 83.7% | 1.087 1.006 1.081|1.091 1.009 1081 0.662 0.661 11,113 9,288

2020 16,882 1.595 2.025 77162 64694 83.8% |1.084 1.004 1.080| 1.086 1.005 1.081| 0.635 0.634 8,270 6,921

2021 12,088 1.598 2.029 83482 700.32 839% |1.082 1.002 1.080| 1.083 1.002 1.080| 0.609 0.608 6,142 5,143

2022 8,655 1598 2.029 901.63 756.36 83.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 4,553 3,813

2023 6,197 1.598 2.029 973.76 816.87 83.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 3,376 2,827

2024 4,437 1598 2029 1051.66 88222 83.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 2,502 2,095

2025 3,177 1598 2029 113579 95280 83.9% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 1,855 1,553
Total Historical 3,226,415 APV APV Total Historical 531,740 379,977 | 71.46%)
Total Future 2,087,998 29245 22180 75.84% Total Future 610,639 463,123 | 75.84%)
Total Lifetime 5,314,414 21496 158.64 73.80% Total Lifetime 1,142,379 843,100 | _73.80%
2009 Jan-Aug 521,213 1.083 1.109 191.13 135.09 70.7% 2009 Jan-Aug 101,218 71,168
2009 Sep-Dec 232,143 1.104 1.153 202.83 14945 73.7% 2009 Sep-Dec 46,844 34,452
2009 Total 753,356 1.090 1.123 194.74 13952 71.6% 2009 Total 148,062 105,620

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Tonik Analysis of Lifetime Loss Ratio (LLR)
Scenario 3 Roll-Up of Monthly Projections to Totals by Year
Relative Relative [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM |  Clams PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 764,405 128.78 102.96  80.0% 1112 1112 109,421 87,553

2008 668,355 1.008 0.969 149.07 94.99 63.7% | 1.158 0.923 1.053 1.051 104,909 66,717

2009 518,933 1.040 1.029 15757 108.05 68.6% | 1.057 1.033 1.024|1.137 1.062 1.072| 1.009 1.004 82,531 56,293

2010 486,678 1.057 1.048 183.22 12222 66.7% | 1.163 1.016 1.144|1.131 1.019 1.110| 0.967 0.965 86,201 57,388

2011 399,608 1.089 1.132 21198 14539 68.6% | 1.157 1.030 1.123|1.190 1.080 1.102| 0.928 0.926 78,641 53,809

2012 255,569 1.165 1.275 24458 17581 71.9% | 1.154 1.070 1.078 | 1.209 1.127 1.073| 0.890 0.888 55,622 39,895

2013 169,643 1.249 1417 28235 20996 74.4% |1.154 1.072 1077|1194 1111 1.075| 0.853 0.851 40,859 30,316

2014 115,750 1.328 1559 32334 24848 76.8% |1.145 1.063 1077|1183 1.100 1.075| 0.818 0.816 30,606 23,468

2015 79,938 1.404 1.698 36813 291.21 79.1% | 1.139 1.058 1.077|1.172 1.089 1.076| 0.784 0.782 23,071 18,210

2016 56,014 1472 1.817 41566 33558 80.7% | 1.129 1.048 1.077|1.152 1.070 1.077| 0.752 0.750 17,498 14,096

2017 39,933 1525 1.904 463.84 37894 81.7% | 1116 1.036 1.077|1.129 1.048 1.078| 0.720 0.719 13,345 10,879

2018 28,592 1558 1960 510.58 42054 82.4% (1101 1.021 1.078|1.110 1.029 1.078| 0.691 0.689 10,084 8,288

2019 20,472 1574 1991 ©556.84 461.06 82.8% | 1.091 1.011 1.079|1.096 1.016 1.079| 0.662 0.661 7,549 6,237

2020 14,658 1589 2.016 60657 503.83 83.1% |1.089 1.010 1.079| 1.093 1.012 1.079| 0.635 0.633 5,644 4,678

2021 10,495 1598 2.029 658.18 54748 83.2% | 1.085 1.005 1.079 | 1.087 1.007 1.080| 0.609 0.607 4,204 3,490

2022 7,514 1598 2029 710.88 591.32 83.2% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 3,117 2,587

2023 5380 1.598 2029 767.75 638.62 83.2% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 2,311 1,918

2024 3,852 1598 2029 829.17 689.71 83.2% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 1,713 1,422

2025 2,758 1598 2029 89550 74489 832% |[1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 1,270 1,054
Total Historical 1,784,959 APV APV Note - here the Total represents Med+Dent; Total Historical 270,472 191,822 | 70.92%
Total Future 1,863,588 219.00 159.09 72.64% however, the Index factor is applic to Med-only. Total Future 408,126 296,475 | 72.64%)
Total Lifetime 3,648,548 185.99 133.83 71.96% The LLR model projections reflects this Total Lifetime 678,598 488,297 | 71.96%)

distinction; however, the above Incr attributed to
"Other" factors (i.e., excl Index factor) has not

2009 Jan-Aug 352,199 1.037 1.026 156.85 105.61 67.3% been adjusted here to reflect this (shown here 2009 Jan-Aug 56,142 37,552
2009 Sep-Dec 166,733 1.048 1.034 159.10 11320 71.1% forinformational purposes only). 2009 Sep-Dec 26,390 18,741
2009 Total 518,933 1.040 1.029 157.57 108.05 68.6% 2009 Total 82,531 56,293

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-4 Scenario 4
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

SmartSense Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | _PremiumPMPM |  Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 745 109.69 62.02 56.5% 1.077 1.075 88 50

2008 686,208 0.951 0.753 111.31 68.93 61.9% | 1.015 1111 1.045 1.042 79,810 49,300

2009 1,781,560 0.968 0.859 126.44 86.06 68.1% | 1.136 1.018 1.116|1.249 1.141 1.094| 1.007 1.002 226,731 153,581

2010 2,130,060 0.988 0.924 16323 10143 62.1% | 1.291 1.021 1.265| 1.179 1.076 1.095| 0.966 0.964 336,025 208,374

2011 1,754,268 1.022 1.009 194.05 12213 62.9% | 1.189 1.034 1149|1204 1.092 1.103| 0.928 0.926 316,061 198,431

2012 1,099,797 1.080 1.117 22181 146.05 65.8% | 1.143 1057 1.081|1.196 1.107 1.080| 0.890 0.888 217,098 142,613

2013 714,070 1.151 1.242 25524 17538 68.7% | 1.151 1.065 1.080|1.201 1.111 1.081| 0.853 0.851 155,487 106,579

2014 472,782 1.233 1.398 29533 21330 72.2% | 1.157 1.071 1.080 | 1.216 1.126 1.080| 0.818 0.816 114,188 82,272

2015 319,475 1.329 1571 34392 259.00 75.3% |1.165 1.078 1.080 | 1.214 1.124 1.080| 0.784 0.782 86,136 64,715

2016 222,206 1.420 1.726 396.95 30731 77.4% | 1.154 1069 1.080|1.187 1.099 1.080| 0.751 0.750 66,285 51,198

2017 158,254 1.487 1.837 448.70 35322 78.7% | 1.130 1.047 1.080( 1.149 1.065 1.080| 0.720 0.719 51,159 40,181

2018 113,310 1.531 1916 499.05 397.70 79.7% | 1.112 1.030 1.080 | 1.126 1.043 1.080| 0.691 0.689 39,060 31,057

2019 81,130 1.564 1.974 55047 44248 80.4% | 1103 1.021 1.080|1.113 1.030 1.080| 0.662 0.661 29,575 23,719

2020 58,089 1587 2.012 603.37 487.09 80.7% | 1.096 1.015 1.080|1.101 1.019 1.080| 0.635 0.633 22,251 17,922

2021 41,592 1598 2029 65591 530.31 80.9% | 1.087 1.007 1.080| 1.089 1.008 1.080| 0.609 0.607 16,604 13,394

2022 29,780 1.598 2029 70844 57279 80.9% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.584 0.582 12,310 9,931

2023 21,322 1598 2029 76511 61861 80.9% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.559 0.558 9,126 7,362

2024 15,267 1.598 2.029 826.32 668.10 80.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 6,765 5,458

2025 10,931 1598 2.029 89243 72155 80.9% |1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 5,015 4,046
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 | 65.63%|
Total Future 7,919,582 198.85 135.00 67.89% Total Future 1,574,841 1,069,123 | 67.89%
Total Lifetime 9,710,847 18431 12462 67.62% Total Lifetime 1,789,774 1,210,184 | 67.62%
2009 Jan-Aug 1,104,312 0.965 0.845 12049 8241 68.4% 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 0.972 0.881 136.13 92.02 67.6% 2009 Sep-Dec 91,696 61,870
2009 Total 1,781,560 0.968 0.859 126.44 86.06 68.1% 2009 Total 226,731 153,581

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Share Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Claims Loss [ __Premium PMPM | Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 4,028,982 147.65 10429 70.6% 1171 1175 696,580 493,678

2008 1,466,368 1.147 1.184 17693 12661 71.6% | 1.198 1.214 1.052 1.049 273,010 194,811

2009 1,248,364 1.169 1.213 21410 16411 76.7% | 1.210 1.019 1.187|1.296 1.025 1.265| 1.009 1.005 269,720 205,845

2010 910,688 1.217 1.289 29045 19513 67.2% | 1.357 1.041 1.303|1.189 1.063 1.119| 0.967 0.965 255,904 171,514

2011 641,467 1.274 1370 34418 23337 67.8% |1.185 1.047 1132|1196 1.062 1.126| 0928 0.926 204,934 138,583

2012 433,813 1.344 1462 39221 269.27 68.7% |[1.140 1.055 1.080| 1.154 1.068 1.081| 0.890 0.887 151,395 103,666

2013 299,019 1.401 1.539 44092 306.29 69.5% | 1.124 1.042 1.079 | 1.137 1.053 1.081| 0.853 0.851 112,466 77,919

2014 208,899 1.442 1590 48935 341.13 69.7% | 1.110 1.029 1.078 | 1.114 1.033 1.078| 0.818 0.816 83,600 58,125

2015 147,591 1.468 1.622 537.60 37566 69.9% |1.099 1.018 1079|1101 1.020 1.079| 0.784 0.782 62,209 43,357

2016 105,156 1.486 1.642 587.77 41056 69.8% | 1.093 1.012 1.080 | 1.093 1.012 1.080| 0.752 0.750 46,454 32,363

2017 75,222 1.500 1.656 640.97 447.70 69.8% | 1.091 1.009 1.081 | 1.090 1.009 1.081| 0.721 0.719 34,740 24,202

2018 53,859 1510 1.668 697.76 487.49 69.9% | 1.089 1.007 1.081|1.089 1.007 1.081| 0.691 0.689 25,960 18,090

2019 38,563 1.518 1.677 757.78 52952 69.9% | 1.086 1.005 1.081|1.086 1.005 1.081| 0.662 0.661 19,353 13,488

2020 27,611 1521 1.680 82044 57333 69.9% | 1.083 1.002 1.080 | 1.083 1.002 1.080| 0.635 0.633 14,382 10,024

2021 19,770 1522 1.682 88691 619.78 69.9% | 1.081 1.001 1.080 | 1.081 1.001 1.080| 0.609 0.607 10,672 7,438

2022 14,155 1522 1.682 957.87 669.37 69.9% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 7,912 5,514

2023 10,135 1.522 1.682 103450 72292 69.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 5,865 4,088

2024 7,257 1522 1.682 1117.26 780.75 69.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 4,348 3,030

2025 5196 1.522 1.682 1206.65 84321 69.9% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 3,223 2,247
Total Historical 6,362,811 APV APV Total Historical 1,154,068 825,974 | 71.57%|
Total Future 3,379,302 33399 23141 69.29% Total Future 1,128,658 782,006 | 69.29%)
Total Lifetime 9,742,114 23432 165.05 70.44% Total Lifetime 2,282,726 1,607,980 | 70.44%
2009 Jan-Aug 867,461 1.166 1.204 209.33 156.80 74.9% 2009 Jan-Aug 184,477 137,486
2009 Sep-Dec 380,903 1.178 1.234 22494 180.74 80.3% 2009 Sep-Dec 85,242 68,360
2009 Total 1,248,364 1.169 1.213 21410 16411 76.7% 2009 Total 269,720 205,845

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-4 Scenario 4
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

3500 Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 954,215 12772 7118 55.7% 1122 1116 136,704 75,802

2008 853,262 1.008 1.015 131.01 8166 62.3% | 1.026 1.147 1.051 1.047 117,524 72,924

2009 1,033,798 1.037 1.100 144.27 90.93 63.0% | 1.101 1.028 1.071|1.114 1.084 1.027| 1.008 1.002 150,400 94,155

2010 1,014,417 1.069 1.194 16898 11198 66.3% | 1.171 1031 1136|1231 1.085 1.135| 0.967 0.963 165,745 109,436

2011 871,055 1.119 1.338 194.28 140.03 721% | 1.150 1.047 1.098 | 1.251 1.121 1.116| 0.928 0.924 157,017 112,750

2012 652,266 1.202 1.555 22544 17573 78.0% | 1.160 1.073 1.081 | 1.255 1.162 1.080| 0.889 0.886 130,782 101,576

2013 498,305 1.283 1.749 26011 21336 82.0% | 1.154 1.068 1.080 | 1.214 1.125 1.080| 0.853 0.850 110,514 90,333

2014 385,123 1.362 1919 29821 25299 84.8% | 1146 1061 1.080| 1.186 1.097 1.081| 0.817 0.815 93,877 79,364

2015 300,483 1.438 2.079 339.96 296.33 87.2% |[1.140 1.056 1.080|1.171 1.083 1.081| 0.784 0.781 80,054 69,535

2016 236,871 1.502 2.209 383.38 340.35 88.8% | 1.128 1.044 1.080 | 1.149 1.063 1.081| 0.751 0.749 68,222 60,356

2017 188,327 1.548 2.301 42658 383.04 89.8% |1.113 1.030 1.080( 1.125 1.041 1.081| 0.720 0.718 57,860 51,776

2018 150,052 1.577 2.361 469.28 42474 90.5% |1.100 1.019 1080 1.109 1.026 1.081| 0.691 0.688 48,623 43,858

2019 119,555 1.595 2.399 51253 466.32 91.0% |1.092 1.011 1.080|1.098 1.016 1.081| 0.662 0.660 40,565 36,782

2020 95,257 1.607 2423 557.72 508.76 91.2% | 1.088 1.008 1.080| 1.091 1.010 1.080| 0.635 0.632 33,715 30,650

2021 75,897 1.613 2433 60439 55180 91.3% | 1.084 1003 1.080| 1.085 1.004 1.080| 0.608 0.606 27,909 25,393

2022 60,471 1.613 2433 65277 59597 91.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.583 0.581 23,025 20,950

2023 48,181 1.613 2433 70499 64364 91.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.557 18,995 17,283

2024 38,389 1.613 2433 76139 69514 91.3% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.534 15,668 14,256

2025 30,587 1.613 2433 82230 750.75 91.3% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.512 12,926 11,761
Total Historical 2,491,671 APV APV Total Historical 353,332 204,648 | 57.92%)
Total Future 5,114,841 22225 17875 80.43% Total Future 1,136,791 914,293 | 80.43%)
Total Lifetime 7,606,511 195.90 147.10 75.09% Total Lifetime 1,490,123 1,118,941 | 75.09%
2009 Jan-Aug 684,194 1.032 1.085 14262 8111 56.9% 2009 Jan-Aug 99,104 55,921
2009 Sep-Dec 349,603 1.045 1.129 14750 110.16 74.7% 2009 Sep-Dec 51,295 38,233
2009 Total 1,033,798 1.037 1.100 14427 90.93 63.0% 2009 Total 150,400 94,155

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

CDHP w/ Mat Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM_|  Clams PMPM__ | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 12,141 179.13 107.64 60.1% 1.085 1.083 2,361 1,415

2008 64,348 0.923 0.798 184.27 21537 116.9% | 1.029 2.001 1.049 1.045 12,439 14,477

2009 104,769 0.954 0.888 188.42 273.87 1454% |1.023 1.033 0.989 | 1.272 1.113 1.143| 1.008 1.003 19,907 28,773

2010 102,582 1.000 0.967 248.40 35210 141.7% |1.318 1.049 1257 | 1.286 1.090 1.179| 0.967 0.964 24,629 34,803

2011 81,840 1.063 1.073 32233 42959 133.3% | 1.298 1.063 1.221|1.220 1.109 1.100| 0.928 0.925 24,489 32,519

2012 51,812 1.170 1.228 383.84 530.47 138.2% | 1.191 1.101 1.082| 1.235 1.144 1.079| 0.890 0.887 17,698 24,372

2013 33,771 1.268 1.368 44946 637.60 141.9% |1.171 1084 1.080|1.202 1.114 1.079| 0.853 0.850 12,949 18,306

2014 22,559 1.343 1467 513.90 739.01 143.8% | 1.143 1.059 1.080|1.159 1.073 1.081| 0.818 0.815 9,482 13,587

2015 15,428 1.392 1542 57518 837.92 1457% |1.119 1.036 1.080 | 1.134 1.051 1.079| 0.784 0.781 6,958 10,102

2016 10,794 1.424 1575 63540 924.89 145.6% | 1.105 1.023 1.080 | 1.104 1.021 1.081| 0.752 0.749 5,155 7,478

2017 7,694 1451 1603 699.33 1017.45 1455% | 1.101 1.019 1.080 | 1.100 1.018 1.081| 0.721 0.718 3,877 5,621

2018 5509 1480 1.634 770.20 1120.36 145.5% | 1.101 1.020 1.080 | 1.101 1.020 1.080| 0.691 0.688 2,931 4,249

2019 3,944 1502 1.660 844.72 1228.41 145.4% | 1.097 1.015 1.080 | 1.096 1.015 1.080| 0.662 0.660 2,207 3,198

2020 2,824 1516 1.675 920.63 1338.51 145.4% | 1.090 1.009 1.080 | 1.090 1.009 1.080| 0.635 0.633 1,651 2,392

2021 2,022 1522 1682 99828 1451.03 145.4% | 1.084 1.004 1.080 | 1.084 1.004 1.080| 0.609 0.607 1,229 1,780

2022 1,448 1522 1.682 1078.19 1567.18 145.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 911 1,320

2023 1,037 1522 1.682 1164.45 169255 145.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 675 978

2024 742 1522 1.682 1257.60 1827.96 145.4% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.534 501 725

2025 531 1.522 1.682 1358.21 197420 145.4% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.512 371 538
Total Historical 145,614 APV APV Total Historical 27,791 32,079 | 115.43%
Total Future 380,182 32255 459.13 142.34% Total Future 122,627 174,553 | 142.34%
Total Lifetime 525,796 286.08 39299 137.37% Total Lifetime 150,418 206,632 | 137.37%)
2009 Jan-Aug 69,125 0.945 0.867 185.00 231.69 125.2% 2009 Jan-Aug 12,991 16,187
2009 Sep-Dec 35,644 0.970 0.928 195.06 355.69 182.3% 2009 Sep-Dec 6,916 12,586
2009 Total 104,769 0.954 0.888 188.42 273.87 145.4% 2009 Total 19,907 28,773

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Page 107
Axene Health Partners, LLC

www.axenehp.com




Appendix J-4 Scenario 4
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

CDHP No Mat Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 89 11581 31164 269.1% 1.077 1.075 11 30

2008 61,271 0923 0.664 129.91 70.80 545% | 1.122 0.227 1.045 1.042 8,314 4,518

2009 205,202 0.945 0.778 14284 77.43 54.2% | 1.100 1.024 1.074|1.094 1172 0.933| 1.006 1.000 29,484 15,881

2010 320,547 0.970 0.879 167.98 91.36 544% | 1176 1.027 1145|1180 1.130 1.044| 0.966 0.962 52,006 28,177

2011 324,593 1.011 1.041 191.08 11775 61.6% | 1.137 1.043 1.091|1.289 1.185 1.088| 0.928 0.924 57,552 35,323

2012 237,315 1.081 1.269 220.66 154.62 70.1% | 1.155 1.069 1.080 | 1.313 1.219 1.077| 0.889 0.886 46,578 32,515

2013 178,164 1.153 1.468 25421 19281 75.8% | 1.152 1.067 1.080 | 1.247 1.157 1.078| 0.853 0.850 38,619 29,187

2014 134,844 1233 1.650 29362 23421 79.8% |1.155 1.069 1080 1.215 1.124 1.081| 0.817 0.815 32,365 25,724

2015 103,070 1.328 1.857 341.66 284.68 83.3% |1.164 1.077 1080 1.215 1.125 1.080| 0.784 0.781 27,596 22,913

2016 80,189 1.422 2047 39498 33878 85.8% | 1.156 1.070 1.080 | 1.190 1.102 1.079| 0.751 0.749 23,793 20,336

2017 63,577 1.493 2188 448.04 390.84 87.2% | 1.134 1050 1.080| 1.154 1.069 1.079| 0.720 0.718 20,515 17,834

2018 50,656 1.541 2.287 499.12 44080 88.3% | 1.114 1032 1.080| 1.128 1.045 1.079| 0.690 0.688 17,458 15,365

2019 40,360 1574 2357 550.54 49059 89.1% | 1.103 1.021 1.080| 1.113 1.031 1.080| 0.662 0.660 14,709 13,063

2020 32,158 1.600 2.409 60445 541.14 89.5% | 1.098 1.017 1.080 | 1.103 1.022 1.080| 0.635 0.632 12,335 11,005

2021 25,622 1.613 2433 658.02 589.94 89.7% | 1.089 1.008 1.080| 1.090 1.010 1.079| 0.608 0.606 10,258 9,165

2022 20,414 1613 2433 71072 63720 89.7% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.583 0.581 8,463 7,562

2023 16,265 1.613 2433 767.58 688.17 89.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.557 6,982 6,238

2024 12,960 1.613 2433 82899 74323 89.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.534 5,759 5,146

2025 10,326 1.613 2433 89531 802.68 89.7% |1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.512 4,751 4,245
Total Historical 182,476 APV APV Total Historical 25,330 13,192 | 52.08%)
Total Future 1,735,146 226.04 167.73 74.20% Total Future 392,217 291,034 | 74.20%)
Total Lifetime 1,917,622 217.74 15865 72.86% Total Lifetime 417,548 304,226 | _72.86%
2009 Jan-Aug 121,116 0.940 0.758 13841 70.98 51.3% 2009 Jan-Aug 17,005 8,644
2009 Sep-Dec 84,086 0.951 0.806 149.23 86.71 58.1% 2009 Sep-Dec 12,479 7,237
2009 Total 205,202 0.945 0.778 14284 77.43 54.2% 2009 Total 29,484 15,881

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Saver Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM_|  Clams PMPM__ | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 642,980 15250 107.11  70.2% 1173 1.176 115,009 80,966

2008 178,488 1.187 1.303 196.00 116.22 59.3% | 1.285 1.085 1.052 1.049 36,806 21,765

2009 182,608 1.225 1.366 200.17 150.37 75.1% | 1.021 1.032 0.990 | 1.294 1.048 1.235| 1.009 1.005 36,889 27,588

2010 144,617 1.265 1.443 23098 171.60 743% | 1.154 1.032 1.118| 1.141 1.057 1.080| 0.968 0.965 32,329 23,959

2011 101,279 1.328 1.558 266.52 206.15 77.3% | 1.154 1.050 1.099 | 1.201 1.080 1.113| 0.928 0.926 25,055 19,333

2012 69,558 1.394 1.674 30177 23868 79.1% | 1132 1.050 1.078|1.158 1.075 1.077| 0.890 0.888 18,677 14,737

2013 48,512 1450 1.772 33852 27273 80.6% | 1122 1040 1.079|1.143 1.058 1.080| 0.853 0.851 14,008 11,259

2014 34,111 1496 1.855 37723 30871 81.8% | 1.114 1032 1.080|1.132 1.047 1.081| 0.818 0.816 10,523 8,591

2015 24,142 1533 1919 41759 34565 82.8% | 1.107 1.025 1.080| 1.120 1.035 1.082| 0.784 0.782 7,904 6,527

2016 17,216 1559 1964 459.12 38280 834% |1.099 1.017 1.081| 1107 1.023 1.083| 0.752 0.750 5,941 4,941

2017 12,320 1576 1991 50143 420.09 838% |1.092 1.010 1.081|1.097 1014 1.082| 0.721 0.719 4,451 3,720

2018 8,821 1585 2008 54514 45828 84.1% | 1.087 1.006 1.081|1.091 1.009 1.082| 0.691 0.689 3,322 2,786

2019 6,316 1.592 2.020 591.59 49845 84.3% | 1.085 1.004 1.080 | 1.088 1.006 1.081| 0.662 0.661 2,475 2,080

2020 4522 1597 2028 640.84 540.54 84.3% | 1.083 1.003 1.080 | 1.084 1.004 1.081| 0.635 0.633 1,840 1,548

2021 3,238 1.598 2029 692.64 58438 84.4% |1.081 1.001 1.080| 1.081 1.001 1.080| 0.609 0.607 1,365 1,149

2022 2,318 1.598 2.029 748.05 631.14 84.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 1,012 852

2023 1,660 1.598 2.029 807.90 681.63 84.4% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 750 632

2024 1,189 1598 2029 87253 736.16 84.4% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 556 468

2025 851 1598 2.029 94233 79505 84.4% |[1.080 1.000 1.080|1.080 1.000 1.080| 0.514 0.513 412 347
Total Historical 945,349 APV APV Total Historical 176,963 121,110 | 68.44%
Total Future 539,398 26392 207.89 78.77% Total Future 142,360 112,137 | 78.77%)
Total Lifetime 1,484,747 215.07 157.10 73.04% Total Lifetime 319,323 233,247 | 73.04%)
2009 Jan-Aug 123,881 1.222 1.358 199.80 146.79 73.5% 2009 Jan-Aug 25,149 18,379
2009 Sep-Dec 58,727 1.233 1.381 20094 157.92 78.6% 2009 Sep-Dec 11,740 9,209
2009 Total 182,608 1.225 1.366 200.17 150.37 75.1% 2009 Total 36,889 27,588

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-4 Scenario 4
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Right Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 1,782,611 13358 97.71 73.2% 1129 1132 268,912 197,215

2008 922,591 1.053 1.054 166.43 115.18 69.2% | 1.246 1.179 1.053 1.050 161,611 111,594

2009 753,356 1.090 1.123 19474 13949 71.6% | 1170 1.035 1.130|1.211 1.065 1.137| 1.009 1.005 148,062 105,601

2010 563,580 1.139 1.220 25579 17347 67.8% | 1.314 1045 1.256 | 1.244 1.087 1.144| 0.967 0.966 139,459 94,431

2011 401,917 1.202 1.336 303.60 21143 69.6% | 1.187 1.055 1.125|1.219 1.095 1.113| 0.928 0.926 113,264 78,724

2012 268,883 1.287 1.487 35017 25320 72.3% | 1.153 1.070 1.078 | 1.198 1.113 1.076| 0.890 0.888 83,775 60,462

2013 184,299 1.363 1.622 400.05 29791 745% |1.142 1.060 1.078| 1177 1.091 1.078| 0.853 0.851 62,889 46,745

2014 128,436 1.432 1744 45334 34601 76.3% |1.133 1.050 1079|1161 1.075 1.080| 0.818 0.816 47,613 36,274

2015 90,481 1.491 1.848 51019 396.64 77.7% | 1.125 1042 1.080|1.146 1.060 1.082| 0.784 0.783 36,191 28,084

2016 64,324 1535 1.922 567.34 44637 78.7% | 1.112 1.029 1.081|1.125 1.040 1.082| 0.752 0.750 27,427 21,540

2017 45,993 1562 1.969 624.28 49477 79.3% | 1.100 1.018 1.081|1.108 1.024 1.082| 0.721 0.719 20,688 16,366

2018 32,931 1579 1998 682.07 54321 79.6% | 1.093 1011 1.081|1.098 1.015 1.082| 0.691 0.690 15,516 12,335

2019 23578 1589 2016 74166 59244 79.9% |(1.087 1.006 1.081|1.091 1.009 1.081| 0.662 0.661 11,581 9,234

2020 16,882 1.595 2.025 804.13 64324 80.0% | 1.084 1.004 1.080| 1.086 1.005 1.081| 0.635 0.634 8,619 6,882

2021 12,088 1.598 2.029 870.00 696.31 80.0% |1.082 1.002 1.080| 1.083 1.002 1.080| 0.609 0.608 6,401 5114

2022 8,655 1598 2.029 939.62 752.03 80.0% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 4,745 3,791

2023 6,197 1.598 2.029 1014.79 81220 80.0% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 3,518 2,811

2024 4,437 1598 2029 109597 877.17 80.0% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 2,608 2,083

2025 3,177 1598 2029 118365 947.35 80.0% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 1,933 1,544
Total Historical 3,226,415 APV APV Total Historical 531,740 379,977 | 71.46%)
Total Future 2,087,998 303.19 220.71 72.80% Total Future 633,069 460,852 | 72.80%
Total Lifetime 5,314,414 219.18 15822 72.19% Total Lifetime 1,164,810 840,830 | 72.19%
2009 Jan-Aug 521,213 1.083 1.109 191.13 135.09 70.7% 2009 Jan-Aug 101,218 71,168
2009 Sep-Dec 232,143 1.104 1.153 202.83 14936 73.6% 2009 Sep-Dec 46,844 34,433
2009 Total 753,356 1.090 1.123 194.74 13949 71.6% 2009 Total 148,062 105,601

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Tonik Analysis of Lifetime Loss Ratio (LLR)
Scenario 4 Roll-Up of Monthly Projections to Totals by Year
Relative Relative [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM |  Clams PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 764,405 128.78 102.96  80.0% 1112 1112 109,421 87,553

2008 668,355 1.008 0.969 149.07 94.99 63.7% | 1.158 0.923 1.053 1.051 104,909 66,717

2009 518,933 1.040 1.029 15757 108.03 68.6% | 1.057 1.033 1.024|1.137 1.062 1.071| 1.009 1.004 82,531 56,282

2010 486,678 1.057 1.048 187.84 121.76 64.8% |[1.192 1.016 1.173|1.127 1.019 1.106| 0.967 0.965 88,363 57,172

2011 399,608 1.089 1.132 220.54 14454 65.5% | 1.174 1.030 1.139|1.187 1.080 1.099| 0.928 0.926 81,817 53,494

2012 255,569 1.165 1.275 25454 17478 68.7% | 1.154 1.070 1.079|1.209 1.127 1.073| 0.890 0.888 57,889 39,660

2013 169,643 1.249 1.417 29391 20872 71.0% |1.155 1.072 1078|1194 1111 1.075| 0.853 0.851 42,532 30,137

2014 115,750 1.328 1559 336.64 247.00 734% |1.145 1.063 1077|1183 1.100 1.075| 0.818 0.816 31,865 23,328

2015 79,938 1.404 1.698 38332 28947 755% | 1.139 1.058 1.077|1.172 1.089 1.076| 0.784 0.782 24,023 18,101

2016 56,014 1.472 1.817 43285 33357 77.1% | 1129 1048 1.077|1.152 1.070 1.077| 0.752 0.750 18,222 14,012

2017 39,933 1.525 1.904 483.07 376.67 78.0% | 1116 1.036 1.077|1.129 1.048 1.078| 0.720 0.719 13,898 10,814

2018 28,592 1558 1960 531.77 41801 78.6% | 1.101 1.021 1.078|1.110 1.029 1.078| 0.691 0.689 10,503 8,238

2019 20,472 1574 1991 579.96 45829 79.0% | 1.091 1.011 1.079|1.096 1.016 1.079| 0.662 0.661 7,863 6,200

2020 14,658 1589 2.016 631.76 500.80 79.3% |1.089 1.010 1.079| 1.093 1.012 1.079| 0.635 0.633 5,879 4,650

2021 10,495 1598 2.029 68553 544.19 79.4% |1.085 1.005 1.079 | 1.087 1.007 1.080| 0.609 0.607 4,379 3,469

2022 7,514 1598 2029 74042 587.77 79.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 3,247 2,572

2023 5,380 1.598 2.029 799.65 634.79 79.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 2,407 1,907

2024 3,852 1598 2029 863.62 68557 79.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 1,784 1,413

2025 2,758 1.598 2.029 93271 74042 79.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.514 0.513 1,323 1,048
Total Historical 1,784,959 APV APV Note - here the Total represents Med+Dent; Total Historical 270,472 191,822 | 70.92%
Total Future 1,863,588 226.65 158.27 69.83% however, the Index factor is applic to Med-only. Total Future 422,382 294,945 | 69.83%)
Total Lifetime 3,648,548 189.90 13341 70.26% The LLR model projections reflects this Total Lifetime 692,854 486,766 | 70.26%)

distinction; however, the above Incr attributed to
"Other" factors (i.e., excl Index factor) has not

2009 Jan-Aug 352,199 1.037 1.026 156.85 105.61 67.3% been adjusted here to reflect this (shown here 2009 Jan-Aug 56,142 37,552
2009 Sep-Dec 166,733 1.048 1.034 159.10 113.13 71.1% forinformational purposes only). 2009 Sep-Dec 26,390 18,730
2009 Total 518,933 1.040 1.029 157.57 108.03 68.6% 2009 Total 82,531 56,282

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-5 Scenario 5
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

SmartSense Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | _PremiumPMPM |  Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 745 109.69 62.02 56.5% 1.077 1.075 88 50

2008 686,208 0.951 0.753 111.31 68.93 61.9% | 1.015 1111 1.045 1.042 79,810 49,300

2009 1,781,560 0.968 0.859 126.44 86.06 68.1% | 1.136 1.018 1.116|1.249 1.141 1.094| 1.007 1.002 226,731 153,581

2010 2,130,060 0.988 0.924 152.66 101.43 66.4% | 1.207 1.021 1.183| 1.179 1.076 1.095| 0.967 0.964 314,419 208,374

2011 1,754,268 1.022 1.009 167.36 12213 73.0% | 1.096 1.034 1.060 | 1.204 1.092 1.103| 0.928 0.926 272,601 198,431

2012 1,099,797 1.080 1.117 191.08 146.05 76.4% | 1.142 1057 1.080| 1.196 1.107 1.080| 0.890 0.888 187,026 142,613

2013 714,070 1.151 1.242 219.89 17538 79.8% | 1.151 1.065 1.080|1.201 1.111 1.081| 0.853 0.851 133,949 106,579

2014 472,782 1.233 1.398 25442 21330 83.8% |1.157 1.071 1.080 | 1.216 1.126 1.080| 0.818 0.816 98,371 82,272

2015 319,475 1.329 1571 296.28 259.00 87.4% | 1.165 1.078 1.080| 1.214 1.124 1.080| 0.784 0.782 74,204 64,715

2016 222,206 1.420 1.726 34196 30731 89.9% | 1.154 1.069 1.080|1.187 1.099 1.080| 0.751 0.750 57,103 51,198

2017 158,254 1.487 1.837 386.54 35322 91.4% | 1.130 1.047 1.080( 1.149 1.065 1.080| 0.720 0.719 44,072 40,181

2018 113,310 1.531 1916 42992 397.70 925% |1.112 1.030 1.080 | 1.126 1.043 1.080| 0.691 0.689 33,649 31,057

2019 81,130 1564 1.974 47422 44248 93.3% | 1103 1.021 1.080| 1.113 1.030 1.080| 0.662 0.661 25,478 23,719

2020 58,089 1587 2012 519.80 487.09 93.7% |(1.096 1.015 1.080|1.101 1.019 1.080| 0.635 0.633 19,169 17,922

2021 41,592 1598 2.029 565.05 530.31 93.9% | 1.087 1.007 1.080| 1.089 1.008 1.080| 0.609 0.607 14,304 13,394

2022 29,780 1.598 2029 61031 57279 93.9% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.584 0.582 10,605 9,931

2023 21,322 1598 2029 659.13 61861 93.9% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.559 0.558 7,862 7,362

2024 15,267 1.598 2.029 711.86 668.10 93.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 5,828 5,458

2025 10,931 1598 2.029 768.81 72155 93.9% |1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 4,321 4,046
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 | 65.63%|
Total Future 7,919,582 176.10 135.00 76.66% Total Future 1,394,658 1,069,123 | 76.66%)
Total Lifetime 9,710,847 165.75 124.62 75.19% Total Lifetime 1,609,591 1,210,184 | 75.19%
2009 Jan-Aug 1,104,312 0.965 0.845 12049 8241 68.4% 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 0.972 0.881 136.13 92.02 67.6% 2009 Sep-Dec 91,696 61,870
2009 Total 1,781,560 0.968 0.859 126.44 86.06 68.1% 2009 Total 226,731 153,581

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Share Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Claims Loss [ __Premium PMPM | Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 4,028,982 147.65 10429 70.6% 1171 1175 696,580 493,678

2008 1,466,368 1.147 1.184 17693 12661 71.6% | 1.198 1.214 1.052 1.049 273,010 194,811

2009 1,248,364 1.169 1.213 21410 16411 76.7% | 1.210 1.019 1.187|1.296 1.025 1.265| 1.009 1.005 269,720 205,845

2010 910,688 1.217 1.289 273.01 19513 71.5% | 1.275 1.041 1.225|1.189 1.063 1.119| 0.968 0.965 240,588 171,514

2011 641,467 1.274 1370 31794 23337 734% | 1165 1047 1113|119 1.062 1.126| 0.928 0.926 189,312 138,583

2012 433,813 1.344 1462 36226 269.27 74.3% |[1.139 1.055 1.080| 1.154 1.068 1.081| 0.890 0.887 139,834 103,666

2013 299,019 1.401 1.539 40725 306.29 75.2% | 1.124 1.042 1.079 | 1.137 1.053 1.081| 0.853 0.851 103,877 77,919

2014 208,899 1.442 1590 45198 341.13 755% |1.110 1.029 1.078 | 1.114 1.033 1.078| 0.818 0.816 77,216 58,125

2015 147,591 1.468 1.622 49655 37566 75.7% |1.099 1.018 1079 1.101 1.020 1.079| 0.784 0.782 57,459 43,357

2016 105,156 1.486 1.642 54289 41056 75.6% | 1.093 1.012 1.080 | 1.093 1.012 1.080| 0.752 0.750 42,906 32,363

2017 75,222 1500 1.656 592.02 447.70 75.6% | 1.091 1.009 1.081 | 1.090 1.009 1.081| 0.721 0.719 32,087 24,202

2018 53,859 1510 1.668 644.48 48749 75.6% | 1.089 1.007 1.081|1.089 1.007 1.081| 0.691 0.689 23,978 18,090

2019 38,563 1.518 1.677 699.91 52952 75.7% | 1.086 1.005 1.081|1.086 1.005 1.081| 0.662 0.661 17,875 13,488

2020 27,611 1521 1.680 757.79 57333 75.7% | 1.083 1.002 1.080 | 1.083 1.002 1.080| 0.635 0.633 13,284 10,024

2021 19,770 1522 1.682 819.18 619.78 75.7% | 1.081 1.001 1.080 | 1.081 1.001 1.080| 0.609 0.607 9,857 7,438

2022 14,155 1522 1.682 884.73 669.37 75.7% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 7,307 5,514

2023 10,135 1.522 1.682 955,51 72292 75.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 5,417 4,088

2024 7,257 1522 1.682 103195 780.75 75.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 4,016 3,030

2025 5196 1.522 1.682 111450 84321 75.7% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 2,977 2,247
Total Historical 6,362,811 APV APV Total Historical 1,154,068 825,974 | 71.57%|
Total Future 3,379,302 311.67 23141 74.25% Total Future 1,053,233 782,006 | 74.25%)
Total Lifetime 9,742,114 226.57 165.05 72.85% Total Lifetime 2,207,301 1,607,980 | 72.85%)
2009 Jan-Aug 867,461 1.166 1.204 209.33 156.80 74.9% 2009 Jan-Aug 184,477 137,486
2009 Sep-Dec 380,903 1.178 1.234 22494 180.74 80.3% 2009 Sep-Dec 85,242 68,360
2009 Total 1,248,364 1.169 1.213 21410 16411 76.7% 2009 Total 269,720 205,845

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-5 Scenario 5
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

3500 Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 954,215 12772 7118 55.7% 1122 1116 136,704 75,802

2008 853,262 1.008 1.015 131.01 8166 62.3% | 1.026 1.147 1.051 1.047 117,524 72,924

2009 1,033,798 1.037 1.100 144.27 90.93 63.0% | 1.101 1.028 1.071|1.114 1.084 1.027| 1.008 1.002 150,400 94,155

2010 1,014,417 1.069 1.194 15888 11198 70.5% | 1.101 1.031 1.068| 1.231 1.085 1.135| 0.967 0.963 155,885 109,436

2011 871,055 1.119 1.338 177.70 140.03 78.8% | 1.118 1.047 1.068 | 1.251 1.121 1.116| 0.928 0.924 143,617 112,750

2012 652,266 1.202 1.555 206.14 17573 85.2% | 1.160 1.073 1.081 | 1.255 1.162 1.080| 0.889 0.886 119,588 101,576

2013 498,305 1.283 1.749 237.85 21336 89.7% | 1.154 1.068 1.080 | 1.214 1.125 1.080| 0.853 0.850 101,055 90,333

2014 385,123 1.362 1919 27268 25299 92.8% | 1.146 1061 1.080| 1.186 1.097 1.081| 0.817 0.815 85,842 79,364

2015 300,483 1.438 2079 31086 29633 95.3% |[1.140 1056 1.080| 1.171 1.083 1.081| 0.784 0.781 73,202 69,535

2016 236,871 1.502 2.209 350.57 340.35 97.1% | 1.128 1.044 1.080 | 1.149 1.063 1.081| 0.751 0.749 62,382 60,356

2017 188,327 1.548 2301 390.06 383.04 98.2% |1.113 1.030 1.080 | 1.125 1.041 1.081| 0.720 0.718 52,908 51,776

2018 150,052 1.577 2.361 429.11 42474 99.0% |1.100 1.019 1080 1.109 1.026 1.081| 0.691 0.688 44,461 43,858

2019 119,555 1.595 2.399 468.66 466.32 99.5% | 1.092 1.011 1.080|1.098 1.016 1.081| 0.662 0.660 37,093 36,782

2020 95,257 1.607 2423 509.98 508.76 99.8% | 1.088 1.008 1.080| 1.091 1.010 1.080| 0.635 0.632 30,829 30,650

2021 75,897 1.613 2433 552,66 551.80 99.8% | 1.084 1.003 1.080| 1.085 1.004 1.080| 0.608 0.606 25,520 25,393

2022 60,471 1.613 2433 596.89 59597 99.8% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.583 0.581 21,054 20,950

2023 48,181 1.613 2433 644.65 643.64 99.8% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.557 17,369 17,283

2024 38,389 1.613 2433 696.22 69514 99.8% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.534 14,327 14,256

2025 30,587 1.613 2433 75191 750.75 99.8% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.512 11,819 11,761
Total Historical 2,491,671 APV APV Total Historical 353,332 204,648 | 57.92%)
Total Future 5,114,841 20494 17875 87.22% Total Future 1,048,247 914,293 | 87.22%)
Total Lifetime 7,606,511 184.26 14710 79.83% Total Lifetime 1,401,580 1,118,941 | 79.83%
2009 Jan-Aug 684,194 1.032 1.085 14262 8111 56.9% 2009 Jan-Aug 99,104 55,921
2009 Sep-Dec 349,603 1.045 1.129 14750 110.16 74.7% 2009 Sep-Dec 51,295 38,233
2009 Total 1,033,798 1.037 1.100 14427 90.93 63.0% 2009 Total 150,400 94,155

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

CDHP w/ Mat Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM_|  Clams PMPM__ | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 12,141 179.13 107.64 60.1% 1.085 1.083 2,361 1,415

2008 64,348 0.923 0.798 184.27 21537 116.9% | 1.029 2.001 1.049 1.045 12,439 14,477

2009 104,769 0.954 0.888 188.42 273.87 1454% |1.023 1.033 0.989 | 1.272 1.113 1.143| 1.008 1.003 19,907 28,773

2010 102,582 1.000 0.967 240.81 35210 146.2% | 1.278 1.049 1219 1.286 1.090 1.179| 0.967 0.964 23,882 34,803

2011 81,840 1.063 1.073 297.96 42959 144.2% | 1.237 1.063 1.164| 1220 1.109 1.100| 0.928 0.925 22,637 32,519

2012 51,812 1.170 1.228 354.61 530.47 149.6% | 1.190 1.101 1.081 | 1.235 1.144 1.079| 0.890 0.887 16,350 24,372

2013 33,771 1.268 1.368 41524 637.60 1535% |1.171 1.084 1.080| 1.202 1.114 1.079| 0.853 0.850 11,963 18,306

2014 22,559 1.343 1467 47478 739.01 155.7% | 1.143 1.059 1.080|1.159 1.073 1.081| 0.818 0.815 8,760 13,587

2015 15,428 1.392 1542 531.39 83792 157.7% |1.119 1.036 1.080 | 1.134 1.051 1.079| 0.784 0.781 6,428 10,102

2016 10,794 1.424 1575 587.02 924.89 157.6% | 1.105 1.023 1.080 | 1.104 1.021 1.081| 0.752 0.749 4,762 7,478

2017 7,694 1451 1603 646.09 1017.45 157.5% | 1.101 1.019 1.080| 1.100 1.018 1.081| 0.721 0.718 3,582 5,621

2018 5509 1480 1634 71156 1120.36 157.5% | 1.101 1.020 1.080 | 1.101 1.020 1.080| 0.691 0.688 2,708 4,249

2019 3,944 1502 1.660 780.41 122841 157.4% | 1.097 1.015 1.080 | 1.096 1.015 1.080| 0.662 0.660 2,039 3,198

2020 2,824 1516 1.675 850.54 1338.51 157.4% | 1.090 1.009 1.080 | 1.090 1.009 1.080| 0.635 0.633 1,525 2,392

2021 2,022 1522 1682 92227 1451.03 157.3% | 1.084 1.004 1.080 | 1.084 1.004 1.080| 0.609 0.607 1,135 1,780

2022 1,448 1522 1.682 996.10 1567.18 157.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 842 1,320

2023 1,037 1522 1.682 107579 169255 157.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 624 978

2024 742 1522 1.682 1161.86 1827.96 157.3% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.534 462 725

2025 531 1.522 1.682 1254.80 1974.20 157.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.514 0.512 343 538
Total Historical 145,614 APV APV Total Historical 27,791 32,079 | 115.43%
Total Future 380,182 302.38 459.13 151.84% Total Future 114,958 174,553 | 151.84%)
Total Lifetime 525,796 27149 39299 144.75% Total Lifetime 142,749 206,632 | 144.75%)
2009 Jan-Aug 69,125 0.945 0.867 185.00 231.69 125.2% 2009 Jan-Aug 12,991 16,187
2009 Sep-Dec 35,644 0.970 0.928 195.06 355.69 182.3% 2009 Sep-Dec 6,916 12,586
2009 Total 104,769 0.954 0.888 188.42 273.87 145.4% 2009 Total 19,907 28,773

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-5 Scenario 5
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

CDHP No Mat Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 89 11581 31164 269.1% 1.077 1.075 11 30

2008 61,271 0923 0.664 129.91 70.80 545% | 1.122 0.227 1.045 1.042 8,314 4,518

2009 205,202 0.945 0.778 14284 77.43 54.2% | 1.100 1.024 1.074|1.094 1172 0.933| 1.006 1.000 29,484 15,881

2010 320,547 0.970 0.879 160.58 91.36 56.9% | 1.124 1.027 1.095|1.180 1.130 1.044| 0.966 0.962 49,730 28,177

2011 324,593 1.011 1.041 17375 11775 67.8% |[1.082 1.043 1.038|1.289 1.185 1.088| 0.928 0.924 52,335 35,323

2012 237,315 1.081 1.269 200.52 15462 77.1% | 1.154 1.069 1.080 | 1.313 1.219 1.077| 0.889 0.886 42,326 32,515

2013 178,164 1.153 1.468 231.00 192.81 835% |1.152 1.067 1.080 | 1.247 1.157 1.078| 0.853 0.850 35,094 29,187

2014 134,844 1233 1650 266.82 23421 87.8% |1.155 1.069 1080 1.215 1.124 1.081| 0.817 0.815 29,411 25,724

2015 103,070 1.328 1.857 310.48 284.68 91.7% | 1.164 1.077 1.080 | 1.215 1.125 1.080| 0.784 0.781 25,077 22,913

2016 80,189 1.422 2047 35893 33878 94.4% | 1.156 1.070 1.080 | 1.190 1.102 1.079| 0.751 0.749 21,621 20,336

2017 63,577 1.493 2188 407.14 390.84 96.0% | 1.134 1.050 1.080| 1.154 1.069 1.079| 0.720 0.718 18,642 17,834

2018 50,656 1.541 2.287 45356 44080 97.2% | 1.114 1032 1.080| 1.128 1.045 1.079| 0.690 0.688 15,864 15,365

2019 40,360 1.574 2357 50029 49059 98.1% | 1.103 1.021 1.080| 1.113 1.031 1.080| 0.662 0.660 13,367 13,063

2020 32,158 1.600 2.409 549.28 541.14 985% | 1.098 1.017 1.080 | 1.103 1.022 1.080| 0.635 0.632 11,209 11,005

2021 25,622 1.613 2433 59796 589.94 98.7% | 1.089 1.008 1.080| 1.090 1.010 1.079| 0.608 0.606 9,321 9,165

2022 20,414 1613 2433 64585 637.20 98.7% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.583 0.581 7,691 7,562

2023 16,265 1.613 2433 697.52 688.17 98.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.557 6,344 6,238

2024 12,960 1.613 2433 75332 74323 98.7% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.534 5,234 5,146

2025 10,326 1.613 2433 81359 802.68 98.7% |1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.512 4,317 4,245
Total Historical 182,476 APV APV Total Historical 25,330 13,192 | 52.08%)
Total Future 1,735,146 20751 167.73 80.83% Total Future 360,064 291,034 | 80.83%)
Total Lifetime 1,917,622 200.98 158.65 78.94% Total Lifetime 385,395 304,226 | _78.94%
2009 Jan-Aug 121,116 0.940 0.758 13841 70.98 51.3% 2009 Jan-Aug 17,005 8,644
2009 Sep-Dec 84,086 0.951 0.806 149.23 86.71 58.1% 2009 Sep-Dec 12,479 7,237
2009 Total 205,202 0.945 0.778 14284 77.43 54.2% 2009 Total 29,484 15,881

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Saver Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM_|  Clams PMPM__ | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 642,980 15250 107.11  70.2% 1173 1.176 115,009 80,966

2008 178,488 1.187 1.303 196.00 116.22 59.3% | 1.285 1.085 1.052 1.049 36,806 21,765

2009 182,608 1.225 1.366 200.17 150.37 75.1% | 1.021 1.032 0.990 | 1.294 1.048 1.235| 1.009 1.005 36,889 27,588

2010 144,617 1.265 1.443 21277 17160 80.7% | 1.063 1.032 1.030 | 1.141 1.057 1.080| 0.968 0.965 29,789 23,959

2011 101,279 1.328 1.558 238.37 206.15 86.5% | 1.120 1.050 1.067 | 1.201 1.080 1.113| 0.928 0.926 22,409 19,333

2012 69,558 1.394 1.674 269.83 23868 885% | 1.132 1.050 1.078|1.158 1.075 1.077| 0.890 0.888 16,700 14,737

2013 48,512 1450 1.772 302.69 27273 90.1% | 1122 1040 1.079|1.143 1.058 1.080| 0.853 0.851 12,525 11,259

2014 34,111 1496 1.855 33730 30871 915% | 1.114 1032 1.080|1.132 1.047 1.081| 0.818 0.816 9,409 8,591

2015 24,142 1533 1919 37339 34565 92.6% | 1.107 1.025 1.080| 1.120 1.035 1.082| 0.784 0.782 7,067 6,527

2016 17,216 1559 1964 41053 38280 932% |1.099 1.017 1.081| 1107 1.023 1.083| 0.752 0.750 5,312 4,941

2017 12,320 1576 1991 44835 420.09 93.7% |1.092 1.010 1.081| 1.097 1014 1.082| 0.721 0.719 3,980 3,720

2018 8,821 1585 2008 487.44 45828 94.0% | 1.087 1.006 1.081|1.091 1.009 1.082| 0.691 0.689 2,970 2,786

2019 6,316 1.592 2.020 52897 49845 94.2% | 1.085 1.004 1.080 | 1.088 1.006 1.081| 0.662 0.661 2,213 2,080

2020 4522 1597 2028 573.01 540.54 94.3% | 1.083 1.003 1.080 | 1.084 1.004 1.081| 0.635 0.633 1,645 1,548

2021 3,238 1598 2029 619.32 58438 944% |1.081 1.001 1.080| 1.081 1.001 1.080| 0.609 0.607 1,221 1,149

2022 2,318 1.598 2.029 668.87 631.14 94.4% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 905 852

2023 1,660 1.598 2.029 72238 681.63 94.4% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 671 632

2024 1,189 1598 2029 780.18 736.16 94.4% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 497 468

2025 851 1.598 2.029 84259 79505 94.4% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 369 347
Total Historical 945,349 APV APV Total Historical 176,963 121,110 | 68.44%
Total Future 539,398 239.94 207.89 86.64% Total Future 129,422 112,137 | 86.64%
Total Lifetime 1,484,747 206.35 157.10 76.13% Total Lifetime 306,385 233,247 | 76.13%)
2009 Jan-Aug 123,881 1.222 1.358 199.80 146.79 73.5% 2009 Jan-Aug 25,149 18,379
2009 Sep-Dec 58,727 1.233 1.381 20094 157.92 78.6% 2009 Sep-Dec 11,740 9,209
2009 Total 182,608 1.225 1.366 200.17 150.37 75.1% 2009 Total 36,889 27,588

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix J-5 Scenario 5
Analysis of Lifetime Loss Ratios
Premium and Claim Increases By Year

Right Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative Annual  Annual [ Increase Over Prior Year (shown as Ratio Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM [  Claims PMPM (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Cims Premium Claims Basis)

Pre 2008 1,782,611 13358 97.71 73.2% 1129 1132 268,912 197,215

2008 922,591 1.053 1.054 166.43 115.18 69.2% | 1.246 1.179 1.053 1.050 161,611 111,594

2009 753,356 1.090 1.123 19474 13949 71.6% | 1170 1.035 1.130|1.211 1.065 1.137| 1.009 1.005 148,062 105,601

2010 563,580 1.139 1.220 246.64 17347 70.3% | 1.267 1.045 1.211|1.244 1.087 1.144| 0.968 0.966 134,487 94,431

2011 401,917 1.202 1.336 289.66 21143 73.0% [ 1.174 1.055 1.113|1.219 1.095 1.113| 0.928 0.926 108,064 78,724

2012 268,883 1.287 1.487 334.07 25320 75.8% | 1.153 1.070 1.077 | 1.198 1.113 1.076| 0.890 0.888 79,924 60,462

2013 184,299 1.363 1.622 38166 29791 78.1% |1.142 1.060 1.078| 1177 1.091 1.078| 0.853 0.851 59,998 46,745

2014 128,436 1.432 1744 43249 346.01 80.0% |1.133 1.050 1079|1161 1.075 1.080| 0.818 0.816 45,424 36,274

2015 90,481 1.491 1.848 486.74 396.64 815% |(1.125 1.042 1.080|1.146 1.060 1.082| 0.784 0.783 34,527 28,084

2016 64,324 1535 1.922 541.26 44637 825% | 1.112 1.029 1.081 | 1.125 1.040 1.082| 0.752 0.750 26,166 21,540

2017 45,993 1562 1.969 59558 49477 83.1% | 1.100 1.018 1.081|1.108 1.024 1.082| 0.721 0.719 19,736 16,366

2018 32,931 1579 1998 650.71 54321 835% | 1.093 1011 1.081|1.098 1.015 1.082| 0.691 0.690 14,802 12,335

2019 23578 1589 2016 70757 59244 83.7% |(1.087 1006 1.081|1.091 1.009 1.081| 0.662 0.661 11,049 9,234

2020 16,882 1.595 2.025 767.17 64324 83.8% | 1.084 1.004 1.080| 1.086 1.005 1.081| 0.635 0.634 8,222 6,882

2021 12,088 1.598 2.029 830.00 696.31 839% |1.082 1.002 1.080| 1.083 1.002 1.080| 0.609 0.608 6,106 5114

2022 8,655 1598 2.029 896.42 752.03 83.9% |1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 4,527 3,791

2023 6,197 1.598 2.029 968.14 81220 83.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 3,356 2,811

2024 4,437 1598 2029 104559 877.17 83.9% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 2,488 2,083

2025 3,177 1598 2029 112923 94735 83.9% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 1,844 1,544
Total Historical 3,226,415 APV APV Total Historical 531,740 379,977 | 71.46%)
Total Future 2,087,998 29098 220.71 75.85% Total Future 607,566 460,852 | 75.85%)
Total Lifetime 5,314,414 21438 15822 73.80% Total Lifetime 1,139,307 840,830 | _73.80%)
2009 Jan-Aug 521,213 1.083 1.109 191.13 135.09 70.7% 2009 Jan-Aug 101,218 71,168
2009 Sep-Dec 232,143 1.104 1.153 202.83 14936 73.6% 2009 Sep-Dec 46,844 34,433
2009 Total 753,356 1.090 1.123 194.74 13949 71.6% 2009 Total 148,062 105,601

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Tonik Analysis of Lifetime Loss Ratio (LLR)
Scenario 5 Roll-Up of Monthly Projections to Totals by Year
Relative Relative [ Increase Over Prior Year (shown as Ratio) | Discnt Factor APV of Annual Amounts LR.
Mbr Prem Claims Prem Clams Loss | Premium PMPM |  Clams PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 764,405 128.78 102.96  80.0% 1112 1112 109,421 87,553

2008 668,355 1.008 0.969 149.07 94.99 63.7% | 1.158 0.923 1.053 1.051 104,909 66,717

2009 518,933 1.040 1.029 15757 108.03 68.6% | 1.057 1.033 1.024|1.137 1.062 1.071| 1.009 1.004 82,531 56,282

2010 486,678 1.057 1.048 18253 121.76 66.7% [ 1.158 1.016 1.140| 1.127 1.019 1.106| 0.967 0.965 85,879 57,172

2011 399,608 1.089 1.132 210.70 14454 68.6% | 1.154 1.030 1.120| 1.187 1.080 1.099| 0.928 0.926 78,168 53,494

2012 255,569 1.165 1.275 243.09 17478 71.9% | 1.154 1.070 1.078 | 1.209 1.127 1.073| 0.890 0.888 55,284 39,660

2013 169,643 1.249 1417 280.62 208.72 74.4% |1.154 1.072 1077|1194 1111 1.075| 0.853 0.851 40,609 30,137

2014 115,750 1.328 1559 321.36 247.00 76.9% |1.145 1.063 1077|1183 1.100 1.075| 0.818 0.816 30,419 23,328

2015 79,938 1.404 1.698 365.87 28947 79.1% | 1.139 1.058 1.077|1.172 1.089 1.076| 0.784 0.782 22,929 18,101

2016 56,014 1.472 1.817 413.09 33357 80.8% | 1129 1048 1.077|1.152 1.070 1.077| 0.752 0.750 17,390 14,012

2017 39,933 1.525 1.904 46097 376.67 81.7% | 1116 1.036 1.077|1.129 1.048 1.078| 0.720 0.719 13,263 10,814

2018 28,592 1558 1960 50742 41801 824% (1101 1021 1.078|1.110 1.029 1.078| 0.691 0.689 10,022 8,238

2019 20,472 1574 1991 55339 45829 82.8% | 1.091 1.011 1.079|1.096 1.016 1.079| 0.662 0.661 7,503 6,200

2020 14,658 1589 2.016 60281 500.80 83.1% |1.089 1.010 1.079| 1.093 1.012 1.079| 0.635 0.633 5,609 4,650

2021 10,495 1598 2.029 654.10 54419 83.2% |1.085 1.005 1.079 | 1.087 1.007 1.080| 0.609 0.607 4,178 3,469

2022 7,514 1598 2029 706.47 587.77 83.2% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.584 0.582 3,098 2,572

2023 5380 1.598 2.029 76299 63479 83.2% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.559 0.558 2,296 1,907

2024 3,852 1598 2029 824.03 68557 83.2% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.535 1,702 1,413

2025 2,758 1598 2029 889.95 74042 832% |[1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 1,262 1,048
Total Historical 1,784,959 APV APV Note - here the Total represents Med+Dent; Total Historical 270,472 191,822 | 70.92%
Total Future 1,863,588 217.86 15827 72.65% however, the Index factor is applic to Med-only. Total Future 405,999 294,945 | 72.65%)
Total Lifetime 3,648,548 185.41 13341 71.96% The LLR model projections reflects this Total Lifetime 676,471 486,766 | 71.96%)

distinction; however, the above Incr attributed to
"Other" factors (i.e., excl Index factor) has not

2009 Jan-Aug 352,199 1.037 1.026 156.85 105.61 67.3% been adjusted here to reflect this (shown here 2009 Jan-Aug 56,142 37,552
2009 Sep-Dec 166,733 1.048 1.034 159.10 113.13 71.1% forinformational purposes only). 2009 Sep-Dec 26,390 18,730
2009 Total 518,933 1.040 1.029 157.57 108.03 68.6% 2009 Total 82,531 56,282

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix K
Verification of Independence of Valuation Date on Lifetime Loss Ratio

Verification of Independence of Valuation Date on LLR
(Testing APV Amounts Discounted to Alternate Valuation Date)

Orig Discnt Date (Val Date) of 9/1/09 Sample Plan: Smart Sense

SmartS

Scenario 1 Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor | APV of Annual Amounts | L.R.
Mbr Prem Claims Prem Claims Loss [ Premium PMPM |  Claims PMPM | (to Sept-09) ($000s) (APV

Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Cims Premium Claims  Basis)

Pre 2008 745 109.69 62.02 56.5% 1.077 1.077 88 50

2008 686,208 0.951 0.784 111.31 68.93 61.9% | 1.015 1111 1.045 1.044 79,810 49,387

2009 1,781,560 0.968 0.883 126.25 89.24 70.7% | 1.134 1.018 1.115| 1.295 1.127 1.149( 1.007 1.003 226,393 159,461

2010 2,130,060 0.988 0.940 162.88 112.16 68.9% | 1.290 1.021 1.264 | 1.257 1.065 1.180( 0.967 0.967 335,329 230,913

2011 1,754,268 1.022 1.019 194.44 136.45 70.2% | 1.194 1.034 1.154 | 1.217 1.083 1.123( 0.929 0.928 316,711 222,190

2012 1,099,797 1.080 1.121 220.83 162.12 73.4% | 1.136 1.057 1.074 | 1.188 1.100 1.080| 0.890 0.890 216,142 158,653

2013 714,070 1.151 1.255 25331 196.08 774% | 1.147 1.065 1.077|1.209 1.119 1.080 | 0.853 0.853 154,311 119,417

2014 472,782 1.233 1.437 292.13 24254 83.0% | 1.153 1.071 1.077 | 1.237 1.145 1.080  0.818 0.818 112,954 93,752

2015 319,475 1.329 1636 339.57 29834 87.9% |(1.162 1.078 1.078| 1.230 1.139 1.080 | 0.784 0.784 85,047 74,709

2016 222,206 1.420 1.784 394.17 351.18 89.1% | 1.161 1.069 1.086 | 1.177 1.090 1.080 | 0.751 0.751 65,819 58,641

2017 158,254 1.487 1.858 449.89 395.04 87.8% | 1.141 1.047 1.090 | 1.125 1.042 1.080| 0.720 0.720 51,293 45,042

2018 113,310 1.531 1.923 50358 44148 87.7% | 1.119 1.030 1.087 | 1.118 1.035 1.080| 0.691 0.691 39,413 34,549

2019 81,130 1.564 2.034 557.22 504.48 90.5% | 1.107 1.021 1.083| 1.143 1.058 1.080 | 0.662 0.662 29,937 27,100

2020 58,089 1.587 2.140 612.73 573.25 93.6% | 1.100 1.015 1.083| 1.136 1.052 1.080 | 0.635 0.635 22,596 21,137

2021 41,592 1598 2201 668.76 636.61 95.2% | 1.091 1.007 1.084 | 1.111 1.029 1.080| 0.609 0.609 16,929 16,115

2022 29,780 1.598 2.202 723.77 687.76 95.0% | 1.082 1.000 1.082| 1.080 1.000 1.080  0.584 0.583 12,577 11,951

2023 21,322 1598 2.202 781.68 742.78 95.0% | 1.080 1.000 1.080 | 1.080 1.000 1.080 | 0.559 0.559 9,324 8,860

2024 15,267 1.598 2202 84421 802.21 95.0% ([ 1.080 1.000 1.080| 1.080 1.000 1.080 [ 0.536 0.536 6,912 6,568

2025 10,931 1.598 2202 911.75 866.38 95.0% |[1.080 1.000 1.080) 1.080 1.000 1.080( 0.514 0.514 5,124 4,869
Total Historical 1,791,266 APV APV Total Historical 214,933 141,309 | 65.75%)
Total Future 7,919,582 198.47 151.78 76.48% Total Future 1,571,776 1,202,054 | 76.48%)
Total Lifetime 9,710,847 183.99 138.34 75.19% Total Lifetime 1,786,709 1,343,363 | 75.19%|
2009 Jan-Aug 1,104,312 0.965 0.871 12049 8241 68.4% 2009 Jan-Aug 135,034 91,873
2009 Sep-Dec 677,248 0.972 0903 135,63 100.36 74.0% 2009 Sep-Dec 91,359 67,589
2009 Total 1,781,560 0.968 0.883 126.25 89.24 70.7% 2009 Total 226,393 159,461

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Discount Date Changed to 9/1/2019

SmartS
Scenario 1 Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor | APV of Annual Amounts |  L.R.
Mbr Prem Claims Prem Claims Loss | __ Premium PMPM | Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims  Basis)

Pre 2008 745 109.69  62.02 56.5% 1.642 1.642 134 76

2008 686,208 0.951 0.784 111.31 68.93 61.9% | 1.015 1.111 1593 1.592 121,701 75,309

2009 1,781,560 0.968 0.883 126.25 89.24 70.7% | 1.134 1.018 1.115( 1.295 1.127 1.149| 1535 1.529 345,222 243,159

2010 2,130,060 0.988 0.940 162.88 112.16 68.9% | 1.290 1.021 1.264 | 1.257 1.065 1.180 | 1.474 1.474 511,335 352,113

2011 1,754,268 1.022 1.019 194.44 13645 70.2% | 1.194 1.034 1.154| 1.217 1.083 1.123| 1.416 1.415 482,945 338,812

2012 1,099,797 1.080 1.121 220.83 16212 73.4% | 1.136 1.057 1.074( 1.188 1.100 1.080 | 1.357 1.357 329,589 241,926

2013 714,070 1.151 1.255 25331 196.08 77.4% | 1.147 1065 1.077 | 1.209 1.119 1.080| 1.301 1.301 235,305 182,096

2014 472,782 1.233 1.437 29213 24254 83.0% | 1.153 1.071 1.077| 1.237 1.145 1.080 | 1.247 1.247 172,240 142,960

2015 319,475 1.329 1.636 339.57 29834 87.9% | 1162 1078 1.078| 1.230 1.139 1.080| 1.195 1.195 129,685 113,922

2016 222,206 1.420 1784 39417 35118 89.1% | 1.161 1069 1.086| 1.177 1.090 1.080| 1.146 1.146 100,366 89,421

2017 158,254 1.487 1.858 449.89 39504 87.8% | 1.141 1.047 1.090| 1.125 1.042 1.080 | 1.099 1.099 78,216 68,683

2018 113,310 1.531 1.923 50358 44148 87.7% | 1.119 1.030 1.087|1.118 1.035 1.080 | 1.053 1.053 60,100 52,684

2019 81,130 1564 2.034 557.22 50448 90.5% | 1.107 1.021 1.083 | 1.143 1.058 1.080| 1.010 1.010 45,651 41,324

2020 58,089 1.587 2140 61273 57325 93.6% | 1.100 1.015 1.083 | 1.136 1.052 1.080| 0.968 0.968 34,455 32,231

2021 41,592 1598 2201 668.76 636.61 95.2% | 1.091 1.007 1.084| 1.111 1.029 1.080 | 0.928 0.928 25,814 24,573

2022 29,780 1.598 2202 72377 687.76 95.0% | 1.082 1.000 1.082| 1.080 1.000 1.080 | 0.890 0.890 19,178 18,223

2023 21,322 1598 2202 781.68 742.78 95.0% | 1.080 1.000 1.080 ( 1.080 1.000 1.080 | 0.853 0.853 14,218 13,510

2024 15,267 1.598 2.202 844.21 802.21 95.0% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.818 0.818 10,539 10,015

2025 10,931 1.598 2202 911.75 866.38 95.0% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.784 0.784 7,813 7,424
Total Historical 1,791,266 APV APV Total Historical 327,746 215,479 | 65.75%)
Total Future 7,919,582 302.64 23145 76.48% Total Future 2,396,763 1,832,982 | 76.48%)
Total Lifetime 9,710,847 280.56 210.95 75.19% Total Lifetime 2,724,508 2,048,461 | 75.19%)
2009 Jan-Aug 1,104,312 0.965 0.871 12049 8241 68.4% 2009 Jan-Aug 205,910 140,094
2009 Sep-Dec 677,248 0.972 0.903 135.63 100.36 74.0% 2009 Sep-Dec 139,311 103,065
2009 Total 1,781,560 0.968 0.883 126.25 89.24 70.7% 2009 Total 345,222 243,159

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix K
Verification of Independence of Valuation Date on Lifetime Loss Ratio

Verification of Independence of Valuation Date on LLR
(Testing APV Amounts Discounted to Alternate Valuation Date)

Orig Discnt Date (Val Date) of 9/1/09 Sample Plan: Smart Sense
SmartS
Scenario 2 Relative Relative [ Increase Over Prior Year (shown as Ratio) | Discnt Factor | APV of Annual Amounts | L.R.
Mbr Prem Claims Prem Claims Loss | Premium PMPM | Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium Claims  Basis)
Pre 2008 745 109.69  62.02 56.5% 1.077 1.075 88 50
2008 686,208 0.951 0.753 111.31 68.93 61.9% | 1.015 1.111 1.045 1.042 79,810 49,300
2009 1,781,560 0.968 0.859 126.44  86.09 68.1% | 1.136 1.018 1.116 | 1.249 1.141 1.095| 1.007 1.002 226,731 153,619
2010 2,130,060 0.988 0.924 16323 101.83 62.4% | 1.291 1.021 1265| 1.183 1.076 1.099 | 0.966 0.964 336,025 209,193
2011 1,754,268 1.022 1.009 194.05 122.87 63.3% | 1.189 1.034 1.149| 1.207 1.092 1.105| 0.928 0.926 316,061 199,626
2012 1,099,797 1.080 1.117 221.81 146.93 66.2% | 1.143 1.057 1.081 | 1.196 1.107 1.080| 0.890 0.888 217,098 143,472
2013 714,070 1.151 1.242 25524 17644 69.1% | 1.151 1.065 1.080 | 1.201 1.111 1.081| 0.853 0.851 155,487 107,221
2014 472,782 1.233 1.398 29533 21458 72.7% | 1.157 1.071 1080 1.216 1.126 1.080 | 0.818 0.816 114,188 82,767
2015 319,475 1.329 1571 34392 260.56 75.8% | 1.165 1.078 1.080 | 1.214 1.124 1.080| 0.784 0.782 86,136 65,104
2016 222,206 1420 1.726 396.95 309.16 77.9% | 1.154 1.069 1.080 | 1.187 1.099 1.080| 0.751 0.750 66,285 51,506
2017 158,254 1.487 1.837 448.70 35535 79.2% | 1.130 1.047 1.080| 1.149 1.065 1.080 | 0.720 0.719 51,159 40,423
2018 113,310 1.531 1.916 499.05 400.10 80.2% | 1.112 1.030 1.080| 1.126 1.043 1.080 | 0.691 0.689 39,060 31,244
2019 81,130 1.564 1.974 550.47 44514 80.9% | 1.103 1.021 1.080 | 1.113 1.030 1.080 | 0.662 0.661 29,575 23,862
2020 58,089 1.587 2.012 603.37 490.02 81.2% | 1.096 1.015 1.080 | 1.101 1.019 1.080| 0.635 0.633 22,251 18,030
2021 41,592 1598 2.029 65591 53350 81.3% | 1.087 1.007 1.080| 1.089 1.008 1.080 | 0.609 0.607 16,604 13,475
2022 29,780 1598 2.029 708.44 576.24 81.3% | 1.080 1.000 1.080( 1.080 1.000 1.080| 0.584 0.582 12,310 9,991
2023 21,322 1598 2029 76511 62233 81.3% | 1080 1.000 1.080 1.080 1.000 1.080| 0.559 0.558 9,126 7,407
2024 15,267 1598 2029 826.32 67212 81.3% | 1080 1.000 1.080 | 1.080 1.000 1.080| 0.536 0.535 6,765 5,490
2025 10,931 1598 2.029 89243 72589 81.3% | 1080 1.000 1.080 | 1.080 1.000 1.080| 0.514 0.513 5,015 4,070
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 | 65.63%
Total Future 7,919,582 198.85 13571 68.25% Total Future 1,574,841 1,074,790 | 68.25%
Total Lifetime 9,710,847 184.31 12521 67.93% Total Lifetime 1,789,774 1,215,851 | 67.93%
2009 Jan-Aug 1,104,312 0.965 0.845 120.49 8241 68.4% 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 0.972 0.881 136.13 92.07 67.6% 2009 Sep-Dec 91,696 61,908
2009 Total 1,781,560 0.968 0.859 126.44  86.09 68.1% 2009 Total 226,731 153,619

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

Discount Date Changed to 9/1/2019

SmartS
Scenario 2 Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor | APV of Annual Amounts | L.R.
Mbr Prem Clams Prem Clams Loss | __Premium PMPM |  Clams PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 745 109.69  62.02 56.5% 1.642 1.639 134 76

2008 686,208 0.951 0.753 111.31 68.93 61.9% | 1.015 1111 1593 1.589 121,701 75,177

2009 1,781,560 0.968 0.859 126.44  86.09 68.1% | 1.136 1.018 1.116 ( 1.249 1.141 1.095| 1.535 1.527 345,736 234,251

2010 2,130,060 0.988 0.924 163.23 101.83 62.4% | 1.291 1.021 1.265|1.183 1.076 1.099 | 1.474 1.471 512,396 318,993

2011 1,754,268 1.022 1.009 194.05 122.87 63.3% | 1.189 1.034 1.149( 1.207 1.092 1.105| 1.416 1.412 481,954 304,405

2012 1,099,797 1.080 1.117 221.81 146.93 66.2% | 1.143 1.057 1.081 | 1.196 1.107 1.080| 1.357 1.354 331,048 218,777

2013 714,070 1.151 1.242 25524 176.44 69.1% | 1.151 1.065 1.080 | 1.201 1.111 1.081| 1.301 1.298 237,099 163,499

2014 472,782 1.233 1398 29533 21458 72.7% | 1.157 1.071 1.080| 1.216 1.126 1.080 | 1.247 1.244 174,122 126,209

2015 319,475 1.329 1571 34392 260.56 75.8% | 1.165 1.078 1.080 | 1.214 1.124 1.080| 1.195 1.193 131,346 99,276

2016 222,206 1.420 1.726 396.95 309.16 77.9% | 1.154 1.069 1.080| 1.187 1.099 1.080 | 1.146 1.143 101,076 78,540

2017 158,254 1.487 1.837 44870 35535 79.2% | 1.130 1.047 1.080| 1.149 1.065 1.080 | 1.099 1.096 78,010 61,641

2018 113,310 1.531 1.916 499.05 400.10 80.2% | 1.112 1.030 1.080| 1.126 1.043 1.080 | 1.053 1.051 59,561 47,643

2019 81,130 1.564 1974 55047 44514 80.9% | 1.103 1.021 1.080( 1.113 1.030 1.080 | 1.010 1.008 45,098 36,387

2020 58,089 1587 2012 603.37 490.02 81.2% | 1.096 1.015 1.080 | 1.101 1.019 1.080| 0.968 0.966 33,930 27,494

2021 41,592 1598 2.029 65591 53350 81.3% | 1.087 1.007 1.080| 1.089 1.008 1.080 | 0.928 0.926 25,319 20,548

2022 29,780 1598 2.029 708.44 576.24 81.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080 | 0.890 0.888 18,772 15,235

2023 21,322 1598 2029 76511 622.33 81.3% | 1.080 1.000 1.080 ( 1.080 1.000 1.080 | 0.853 0.851 13,916 11,294

2024 15,267 1598 2.029 826.32 67212 81.3% | 1.080 1.000 1.080 | 1.080 1.000 1.080| 0.818 0.816 10,316 8,372

2025 10,931 1598 2.029 892.43 72589 81.3% | 1.080 1.000 1.080 1.080 1.000 1.080| 0.784 0.782 7,648 6,207
Total Historical 1,791,266 APV APV Total Historical 327,746 215,100 | 65.63%
Total Future 7,919,582 303.23 206.95 68.25% Total Future 2,401,436 1,638,921 | 68.25%)
Total Lifetime 9,710,847 281.04 190.92 67.93% Total Lifetime 2,729,182 1,854,022 | 67.93%
2009 Jan-Aug 1,104,312 0.965 0.845 120.49 8241 68.4% 2009 Jan-Aug 205,910 139,848
2009 Sep-Dec 677,248 0.972 0.881 136.13 92.07 67.6% 2009 Sep-Dec 139,826 94,402
2009 Total 1,781,560 0.968 0.859 126.44  86.09 68.1% 2009 Total 345,736 234,251

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix L
Impact Of Alternate Future Trend Assumptions

Orig Assumption of 8% /8% in Yrs 2011+ (Prem: starting 3/1/11, Clms: starting 1/1/11)
Sample Plan: Smart Sense
SmartS
Scenario 1 Relative Relative [ Increase Over Prior Year (shown as Ratio) | Discnt Factor [APV of Annual Amounts|  L.R.
Mbr Prem Claims Prem Claims Loss | __ Premium PMPM |  Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Cims Premium  Claims Basis)

Pre 2008 745 109.69  62.02 56.5% 1.077 1.077 88 50

2008 686,208 0.951 0.784 111.31 68.93 61.9% [ 1.015 1111 1.045 1.044 79,810 49,387

2009 1,781,560 0.968 0.883 126.25 89.24 70.7% | 1.134 1.018 1.115| 1.295 1.127 1.149| 1.007 1.003 226,393 159,461

2010 2,130,060 0.988 0.940 162.88 112.16 68.9% | 1.290 1.021 1.264 [ 1.257 1.065 1.180 | 0.967 0.967 335,329 230,913

2011 1,754,268 1.022 1.019 19444 13645 70.2% | 1.194 1.034 1.154|1.217 1.083 1.123| 0.929 0.928 316,711 222,190

2012 1,099,797 1.080 1.121 220.83 162.12 73.4% | 1.136 1.057 1.074( 1.188 1.100 1.080| 0.890 0.890 216,142 158,653

2013 714,070 1.151 1.255 253.31 196.08 77.4% | 1.147 1.065 1.077 | 1.209 1.119 1.080 | 0.853 0.853 154,311 119,417

2014 472,782 1.233 1.437 29213 24254 83.0% | 1.153 1.071 1.077| 1.237 1.145 1.080 | 0.818 0.818 112,954 93,752

2015 319,475 1.329 1636 339.57 29834 87.9% | 1.162 1.078 1.078| 1.230 1.139 1.080 | 0.784 0.784 85,047 74,709

2016 222,206 1.420 1.784 394.17 35118 89.1% | 1.161 1.069 1.086 | 1.177 1.090 1.080 [ 0.751 0.751 65,819 58,641

2017 158,254 1.487 1.858 449.89 395.04 87.8% | 1.141 1.047 1.090| 1.125 1.042 1.080 | 0.720 0.720 51,293 45,042

2018 113,310 1.531 1923 50358 44148 87.7% | 1.119 1030 1.087|1.118 1.035 1.080 | 0.691 0.691 39,413 34,549

2019 81,130 1.564 2.034 557.22 504.48 90.5% | 1.107 1.021 1.083| 1.143 1.058 1.080 | 0.662 0.662 29,937 27,100

2020 58,089 1.587 2140 612.73 57325 93.6% [ 1.100 1.015 1.083| 1.136 1.052 1.080 | 0.635 0.635 22,596 21,137

2021 41,592 1598 2.201 668.76 636.61 95.2% | 1.091 1.007 1.084( 1.111 1.029 1.080| 0.609 0.609 16,929 16,115

2022 29,780 1598 2.202 723.77 687.76 95.0% | 1.082 1.000 1.082| 1.080 1.000 1.080 | 0.584 0.583 12,577 11,951

2023 21,322 1598 2202 781.68 74278 95.0% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.559 0.559 9,324 8,860

2024 15,267 1.598 2202 84421 80221 95.0% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536 0.536 6,912 6,568

2025 10,931 1598 2.202 911.75 866.38 95.0% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.514 0.514 5,124 4,869
Total Historical 1,791,266 APV APV Total Historical 214,933 141,309 |  65.75%|
Total Future 7,919,582 198.47 151.78 76.48% Total Future 1,571,776 1,202,054 | 76.48%)
Total Lifetime 9,710,847 183.99 138.34 75.19% Total Lifetime 1,786,709 1,343,363 | 75.19%)
2009 Jan-Aug 1,104,312 0.965 0.871 12049 8241 68.4% 2009 Jan-Aug 135,034 91,873
2009 Sep-Dec 677,248 0972 0903 135.63 100.36 74.0% 2009 Sep-Dec 91,359 67,589
2009 Total 1,781,560 0.968 0.883 126.25 89.24 70.7% 2009 Total 226,393 159,461

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

0% Prem & Clms Trend in 2011+ (Prem: starting 3/1/11, Clms: starting 1/1/11)

SmartS
Scenario 1 Relative Relative [ Increase Over Prior Year (shown as Ratio) [ Discnt Factor [APV of Annual Amounts|  L.R.
Mbr Prem Claims Prem Claims Loss | __ Premium PMPM | Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Clms Premium  Claims Basis)

Pre 2008 745 109.69  62.02 56.5% 1.077 1.077 88 50

2008 686,208 0.951 0.784 111.31 6893 61.9% | 1.015 1111 1.045 1.044 79,810 49,387

2009 1,781,560 0.968 0.883 126.25 89.24 70.7% | 1134 1.018 1115|1295 1.127 1.149] 1.007 1.003 226,393 159,461

2010 2,130,060 0.988 0.940 162.88 11216 68.9% | 1290 1.021 1.264| 1.257 1.065 1.180| 0.967 0.967 335,329 230,913

2011 1,754,268 1.022 1019 189.15 131.14 69.3% | 1161 1.034 1123|1169 1.083 1.079) 0.929 0.928 308,179 213,600

2012 1,099,797 1.080 1.121 199.05 14427 725% | 1052 1.057 0.995| 1.100 1.100 1.000) 0.890 0.890 194,875 141,220

2013 714,070 1.151 1255 211.37 16150 76.4% | 1.062 1.065 0.997| 1.119 1.119 1.000| 0.853 0.853 128,795 98,387

2014 472,782 1233 1437 22568 18494 819% | 1068 1.071 0.997| 1.145 1.145 1.000| 0.818 0.818 87,283 71,505

2015 319,475 1.329 1636 24285 210.64 86.7% | 1.076 1.078 0998 | 1.139 1.139 1.000 | 0.784 0.784 60,838 52,762

2016 222,206 1.420 1784 260.99 229.62 88.0% | 1.075 1.069 1.006| 1.090 1.090 1.000 | 0.752 0.752 43,591 38,353

2017 158,254 1.487 1.858 275.83 239.20 86.7% | 1.057 1.047 1.010| 1.042 1.042 1.000| 0.721 0.721 31,455 27,280

2018 113,310 1.531 1.923 28590 24747 86.6% | 1.037 1.030 1.006 | 1.035 1.035 1.000| 0.691 0.691 22,382 19,372

2019 81,130 1.564 2.034 29293 261.82 89.4% | 1.025 1.021 1.003| 1.058 1.058 1.000 | 0.662 0.662 15,742 14,068

2020 58,089 1.587 2.140 298.26 27550 92.4% | 1.018 1.015 1.003| 1.052 1.052 1.000 | 0.635 0.635 11,002 10,161

2021 41592 1598 2201 30143 28336 94.0% | 1.011 1.007 1.004(1.029 1.029 1.000| 0.609 0.609 7,632 7,175

2022 29,780 1.598 2.202 302.08 283.46 93.8% | 1.002 1.000 1.002 | 1.000 1.000 1.000 | 0.584 0.584 5,250 4,927

2023 21,322 1.598 2.202 302.08 283.46 93.8% | 1.000 1.000 1.000| 1.000 1.000 1.000 | 0.560 0.560 3,604 3,382

2024 15,267 1.598 2202 302.08 28346 93.8% | 1.000 1.000 1.000 | 1.000 1.000 1.000| 0.536 0.536 2,474 2,321

2025 10,931 1.598 2202 302.08 28346 93.8% | 1.000 1.000 1.000| 1.000 1.000 1.000]| 0.514 0.514 1,698 1,593
Total Historical 1,791,266 APV APV Total Historical 214,933 141,309 |  65.75%|
Total Future 7,919,582 170.65 126.85 74.33% Total Future 1,351,488 1,004,608 | 74.33%|
Total Lifetime 9,710,847 161.31 118.00 73.16% Total Lifetime 1,566,420 1,145,917 | 73.16%
2009 Jan-Aug 1,104,312 0.965 0.871 12049 8241 68.4% 2009 Jan-Aug 135,034 91,873
2009 Sep-Dec 677,248 0.972 0.903 13563 100.36 74.0% 2009 Sep-Dec 91,359 67,589
2009 Total 1,781,560 0.968 0.883 126.25 89.24 70.7% 2009 Total 226,393 159,461

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix L
Impact Of Alternate Future Trend Assumptions

Orig Assumption of 8% /8% in Yrs 2011+ (Prem: starting 3/1/11, Clms: starting 1/1/11)
Sample Plan: Smart Sense
SmartS
Scenario 2 Relative Relative [ Increase Over Prior Year (shown as Ratio) | Discnt Factor [APV of Annual Amounts|  L.R.
Mor Prem Clams Prem Claims Loss | PremiumPMPM | Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium  Claims Basis)

Pre 2008 745 109.69  62.02 56.5% 1.077 1.075 88 50

2008 686,208 0.951 0.753 111.31 68.93 61.9% | 1.015 1111 1.045 1.042 79,810 49,300

2009 1,781,560 0.968 0.859 126.44 86.09 68.1% | 1.136 1.018 1.116 | 1.249 1.141 1.095| 1.007 1.002 226,731 153,619

2010 2,130,060 0.988 0.924 163.23 101.83 62.4% | 1.291 1.021 1.265| 1.183 1.076 1.099 | 0.966 0.964 336,025 209,193

2011 1,754,268 1.022 1.009 19405 12287 63.3% | 1.189 1.034 1149|1207 1.092 1.105) 0.928 0.926 316,061 199,626

2012 1,099,797 1.080 1.117 221.81 14693 66.2% | 1.143 1.057 1.081| 1.196 1.107 1.080) 0.890 0.888 217,098 143,472

2013 714,070 1.151 1242 25524 176.44 69.1% | 1151 1.065 1.080| 1.201 1.111 1.081| 0.853 0.851 155,487 107,221

2014 472,782 1.233 1.398 29533 21458 72.7% | 1157 1.071 1.080| 1.216 1.126 1.080| 0.818 0.816 114,188 82,767

2015 319,475 1.329 1571 34392 26056 75.8% | 1.165 1.078 1.080| 1.214 1.124 1.080| 0.784 0.782 86,136 65,104

2016 222,206 1.420 1.726 396.95 309.16 77.9% | 1.154 1.069 1.080| 1.187 1.099 1.080| 0.751 0.750 66,285 51,506

2017 158,254 1.487 1.837 44870 35535 79.2% | 1.130 1.047 1.080( 1.149 1.065 1.080| 0.720 0.719 51,159 40,423

2018 113,310 1.531 1.916 499.05 400.10 80.2% | 1.112 1.030 1.080( 1.126 1.043 1.080 | 0.691 0.689 39,060 31,244

2019 81,130 1564 1974 55047 44514 80.9% | 1103 1.021 1.080| 1.113 1.030 1.080| 0.662 0.661 29,575 23,862

2020 58,089 1587 2012 603.37 490.02 81.2% | 109 1.015 1.080| 1.101 1.019 1.080| 0.635 0.633 22,251 18,030

2021 41,592 1598 2.029 65591 53350 81.3% | 1.087 1.007 1.080( 1.089 1.008 1.080 | 0.609 0.607 16,604 13,475

2022 29,780 1598 2029 70844 57624 81.3% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.584 0.582 12,310 9,991

2023 21,322 1598 2029 76511 62233 81.3% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.559 0.558 9,126 7,407

2024 15,267 1.598 2.029 826.32 67212 81.3% |1.080 1.000 1.080| 1.080 1.000 1.080| 0.536 0.535 6,765 5,490

2025 10,931 1.598 2.029 89243 72589 81.3% |1.080 1.000 1.080| 1.080 1.000 1.080| 0.514 0.513 5,015 4,070
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 | 65.63%)
Total Future 7,919,582 198.85 135.71 68.25% Total Future 1,574,841 1,074,790 | 68.25%)
Total Lifetime 9,710,847 184.31 12521 67.93% Total Lifetime 1,789,774 1,215,851 | 67.93%|
2009 Jan-Aug 1,104,312 0.965 0.845 12049 8241 68.4% 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 0972 0.881 136.13 92.07 67.6% 2009 Sep-Dec 91,696 61,908
2009 Total 1,781,560 0.968 0.859 126.44 86.09 68.1% 2009 Total 226,731 153,619

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

0% Prem & Clms Trend in 2011+ (Prem: starting 3/1/11, Clms: starting 1/1/11)

SmartS
Scenario 2 Relative Relative | Increase Over Prior Year (shown as Ratio) [ Discnt Factor [APV of Annual Amounts|  L.R.
Mor Prem Claims Prem Claims Loss | _Premium PMPM |  Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Clms Premium Claims Basis)

Pre 2008 745 109.69  62.02 56.5% 1.077 1.075 88 50

2008 686,208 0.951 0.753 111.31 68.93 61.9% | 1.015 1111 1.045 1.042 79,810 49,300

2009 1,781,560 0.968 0.859 126.44  86.09 68.1% | 1.136 1.018 1.116( 1.249 1.141 1.095| 1.007 1.002 226,731 153,619

2010 2,130,060 0.988 0.924 163.23 101.83 62.4% | 1.291 1.021 1.265( 1.183 1.076 1.099 | 0.966 0.964 336,025 209,193

2011 1,754,268 1.022 1.009 189.38 11798 62.3% | 1.160 1.034 1.122( 1.159 1.092 1.061| 0.929 0.926 308,522 191,738

2012 1,099,797 1.080 1.117 20055 130.64 65.1% | 1.059 1.057 1.002 ( 1.107 1.107 1.000| 0.890 0.888 196,338 127,605

2013 714,070 1.151 1.242 213.64 14522 68.0% | 1.065 1.065 1.000| 1.112 1.111 1.000 | 0.853 0.851 130,178 88,273

2014 472,782 1233 1.398 22886 16351 71.4% | 1.071 1.071 1.000| 1.126 1.126 1.000 | 0.818 0.816 88,507 63,084

2015 319,475 1.329 1571 246.72 18382 745% | 1.078 1.078 1.000| 1.124 1.124 1.000| 0.784 0.782 61,809 45,942

2016 222,206 1.420 1.726 263.66 20195 76.6% | 1.069 1.069 1.000| 1.099 1.099 1.000| 0.752 0.750 44,038 33,655

2017 158,254 1.487 1.837 27597 21495 77.9% | 1.047 1.047 1.000 | 1.064 1.065 1.000| 0.721 0.719 31,472 24,459

2018 113,310 1.531 1.916 284.22 22411 78.9% | 1.030 1.030 1.000  1.043 1.043 1.000 | 0.691 0.689 22,251 17,506

2019 81,130 1.564 1.974 290.29 230.89 79.5% | 1.021 1.021 1.000| 1.030 1.030 1.000| 0.662 0.661 15,600 12,380

2020 58,089 1.587 2.012 294.63 23535 79.9% | 1.015 1.015 1.000| 1.019 1.019 1.000 | 0.635 0.634 10,868 8,662

2021 41,592 1598 2029 296.58 237.28 80.0% | 1.007 1.007 1.000| 1.008 1.008 1.000| 0.609 0.607 7,509 5,995

2022 29,780 1.598 2.029 296.60 237.30 80.0% | 1.000 1.000 1.000| 1.000 1.000 1.000 | 0.584 0.582 5,155 4,115

2023 21,322 1.598 2.029 296.60 237.30 80.0% | 1.000 1.000 1.000| 1.000 1.000 1.000 | 0.560 0.558 3,539 2,825

2024 15,267 1598 2029 296.60 237.30 80.0% | 1.000 1.000 1.000 | 1.000 1.000 1.000| 0.536 0.535 2,429 1,939

2025 10,931 1598 2029 296.60 237.30 80.0% | 1.000 1.000 1.000| 1.000 1.000 1.000]| 0.514 0.513 1,667 1,331
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 | 65.63%|
Total Future 7,919,582 17142 113.72 66.34% Total Future 1,357,602 900,609 | 66.34%|
Total Lifetime 9,710,847 161.94 107.27 66.24% Total Lifetime 1,572,535 1,041,670 | 66.24%)
2009 Jan-Aug 1,104,312 0.965 0.845 12049 8241 68.4% 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 0972 0.881 136.13 92.07 67.6% 2009 Sep-Dec 91,696 61,908
2009 Total 1,781,560 0.968 0.859 126.44 86.09 68.1% 2009 Total 226,731 153,619

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system cims is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix L

Impact Of Alternate Future Trend Assumptions

Orig Assumption of 8% /8% in Yrs 2011+

(Prem: starting 3/1/11, Clms: starting 1/1/11)
Sample Plan: Smart Sense

SmartS
Scenario 1 Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor  [APV of Annual Amounts| L.R.
Mbr Prem Claims Prem Claims Loss | __ Premium PMPM Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium  Claims Basis)
Pre 2008 745 109.69 62.02  56.5% 1.077  1.077 88 50
2008 686,208 0.951 0.784 111.31 68.93 61.9% | 1.015 1111 1.045 1.044 79,810 49,387
2009 1,781,560 0.968 0.883 126.25 89.24  70.7% | 1.134 1.018 1.115( 1.295 1.127 1.149| 1.007 1.003 226,393 159,461
2010 2,130,060 0.988 0.940 162.88 11216 68.9% | 1.290 1.021 1264 1257 1.065 1.180| 0.967  0.967 335,329 230,913
2011 1,754,268 1.022 1.019 19444 136.45 70.2% | 1.194 1.034 1.154|1.217 1.083 1.123| 0.929 0.928 316,711 222,190
2012 1,099,797 1.080 1.121 220.83 16212 73.4% | 1136 1.057 1.074| 1.188 1.100 1.080 | 0.890  0.890 216,142 158,653
2013 714,070 1.151 1255 253.31 196.08 77.4% | 1.147 1.065 1.077( 1209 1.119 1.080| 0.853 0.853 154,311 119,417
2014 472,782 1.233 1437 29213 24254 83.0% | 1153 1.071 1.077| 1.237 1.145 1.080| 0.818 0.818 112,954 93,752
2015 319,475 1.329 1.636 339.57 298.34 87.9% | 1.162 1.078 1.078( 1.230 1.139 1.080| 0.784 0.784 85,047 74,709
2016 222,206 1.420 1.784 394.17 351.18 89.1% | 1.161 1.069 1.086( 1.177 1.090 1.080| 0.751  0.751 65,819 58,641
2017 158,254 1.487 1.858 449.89 395.04 87.8% | 1.141 1.047 1.090( 1.125 1.042 1.080| 0.720 0.720 51,293 45,042
2018 113,310 1.531 1.923 50358 44148 87.7% | 1.119 1030 1.087( 1.118 1.035 1.080| 0.691  0.691 39,413 34,549
2019 81,130 1.564 2.034 557.22 504.48 90.5% | 1.107 1.021 1.083]|1.143 1.058 1.080( 0.662  0.662 29,937 27,100
2020 58,089 1.587 2140 61273 57325 93.6% |[1.100 1.015 1.083| 1.136 1.052 1.080| 0.635 0.635 22,596 21,137
2021 41,592 1598 2201 668.76 636.61 952% | 1.091 1.007 1.084( 1111 1.029 1.080| 0.609  0.609 16,929 16,115
2022 29,780 1598 2202 723.77 687.76 95.0% [ 1.082 1.000 1.082| 1.080 1.000 1.080| 0.584  0.583 12,577 11,951
2023 21,322 1598 2202 781.68 74278 95.0% [ 1.080 1.000 1.080| 1.080 1.000 1.080| 0.559  0.559 9,324 8,860
2024 15,267 1.598 2.202 844.21 80221 95.0% | 1.080 1.000 1.080| 1.080 1.000 1.080| 0.536  0.536 6,912 6,568
2025 10,931 1598 2.202 911.75 866.38 95.0% | 1.080 1.000 1.080) 1.080 1.000 1.080| 0.514 0.514 5,124 4,869
Total Historical 1,791,266 APV APV Total Historical 214,933 141,309 | 65.75%)
Total Future 7,919,582 198.47 151.78 76.48% Total Future 1,571,776 1,202,054 | 76.48%)
Total Lifetime 9,710,847 183.99 138.34 75.19% Total Lifetime 1,786,709 1,343,363 | 75.19%)
2009 Jan-Aug 1,104,312 0.965 0.871 12049 8241 68.4% 2009 Jan-Aug 135,034 91,873
2009 Sep-Dec 677,248 0.972 0903 13563 100.36 74.0% 2009 Sep-Dec 91,359 67,589
2009 Total 1,781,560 0.968 0.883 126.25 89.24  70.7% 2009 Total 226,393 159,461
* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.
Revised Assumption of 10% / 10% in Yrs 2011+
SmartS
Scenario 1 Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor  [APV of Annual Amounts| L.R.
Mbr Prem Claims Prem Claims Loss | __ Premium PMPM | Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Clms  Premium Claims Basis)
Pre 2008 745 109.69 62.02  56.5% 1.077  1.077 88 50
2008 686,208 0.951 0.784 111.31 6893 61.9% | 1.015 1111 1045 1.044 79,810 49,387
2009 1,781,560 0.968 0.883 126.25 89.24  70.7% | 1.134 1018 1.115( 1.295 1.127 1.149| 1.007 1.003 226,393 159,461
2010 2,130,060 0.988 0.940 162.88 11216 68.9% | 1.290 1.021 1264 1257 1.065 1.180| 0.967  0.967 335,329 230,913
2011 1,754,268 1.022 1.019 19573 137.76 70.4% | 1.202 1.034 1.162| 1.228 1.083 1.134| 0.928 0.928 318,798 224,304
2012 1,099,797 1.080 1.121 226.37 166.70 73.6% | 1.157 1.057 1.094| 1.210 1.100 1.100| 0.890  0.890 221,560 163,129
2013 714,070 1.151 1255 26450 20538 77.6% [ 1.168 1.065 1.097( 1.232 1.119 1.100| 0.853  0.853 161,116 125,071
2014 472,782 1.233 1.437 310.69 25876 83.3% | 1.175 1.071 1.097 | 1.260 1.145 1.100| 0.818 0.818 120,123 100,014
2015 319,475 1.329 1636 367.85 32418 88.1% | 1.184 1.078 1.098( 1.253 1.139 1.100| 0.784 0.784 92,123 81,174
2016 222,206 1.420 1.784 43492 38865 89.4% [ 1.182 1.069 1.106( 1.199 1.090 1.100| 0.751  0.751 72,619 64,893
2017 158,254 1.487 1.858 50559 44527 88.1% | 1.162 1047 1.111( 1146 1.042 1100| 0.720 0.720 57,640 50,766
2018 113,310 1.531 1.923 57639 506.85 87.9% | 1.140 1.030 1.107 | 1.138 1.035 1.100| 0.691  0.691 45,109 39,663
2019 81,130 1.564 2.034 649.59 589.92 90.8% | 1.127 1.021 1.103| 1.164 1.058 1.100| 0.662  0.662 34,898 31,687
2020 58,089 1.587 2140 72752 68273 93.8% [ 1120 1.015 1.103| 1.157 1.052 1.100| 0.635 0.635 26,827 25,172
2021 41,592 1598 2201 808.74 77218 955% [ 1.112 1.007 1.104| 1.131 1.029 1.100| 0.609  0.609 20,471 19,545
2022 29,780 1.598 2202 891.47 84967 953% | 1.102 1.000 1.102( 1.100 1.000 1.100| 0.583  0.583 15,490 14,763
2023 21,322 1598 2202 980.62 93464 953% | 1.100 1.000 1.100( 1.100 1.000 1.100| 0.559  0.559 11,696 11,147
2024 15,267 1.598 2.202 1078.68 1028.10 95.3% | 1.100 1.000 1.100| 1.100 1.000 1.100| 0.536  0.536 8,831 8,416
2025 10,931 1.598 2.202 1186.55 1130.91 95.3% | 1.100 1.000 1.100) 1.100 1.000 1.100| 0.514 0.514 6,668 6,355
Total Historical 1,791,266 APV APV Total Historical 214,933 141,309 |  65.75%)
Total Future 7,919,582 207.16 159.68 77.08% Total Future 1,640,656 1,264,602 | 77.08%|
Total Lifetime 9,710,847 191.08 14478 T75.77% Total Lifetime 1,855,589 1,405,911 | 75.77%|
2009 Jan-Aug 1,104,312 0965 0.871 12049 8241  68.4% 2009 Jan-Aug 135,034 91,873
2009 Sep-Dec 677,248 0.972 0.903 13563 100.36 74.0% 2009 Sep-Dec 91,359 67,589
2009 Total 1,781,560 0.968 0.883 126.25 89.24 70.7% 2009 Total 226,393 159,461

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix L

Impact Of Alternate Future Trend Assumptions

Orig Assumption of 8% /8% in Yrs 2011+

(Prem: starting 3/1/11, Clms: starting 1/1/11)
Sample Plan: Smart Sense

SmartS
Scenario 2 Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor  [APV of Annual Amounts| L.R.
Mbr Prem Clams Prem Claims Loss | __ Premium PMPM |  Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio  Total Index Other Total Index Other Prem Clms Premium  Claims Basis)
Pre 2008 745 109.69  62.02 56.5% 1.077 1.075 88 50
2008 686,208 0.951 0.753 111.31 68.93 61.9% | 1.015 1111 1.045 1.042 79,810 49,300
2009 1,781,560 0.968 0.859 126.44  86.09 68.1% | 1.136 1.018 1.116( 1.249 1.141 1.095| 1.007 1.002 226,731 153,619
2010 2,130,060 0.988 0.924 16323 101.83 62.4% | 1.291 1.021 1.265]|1.183 1.076 1.099 ( 0.966  0.964 336,025 209,193
2011 1,754,268 1.022 1.009 194.05 12287 63.3% | 1.189 1.034 1.149( 1207 1.092 1.105| 0.928 0.926 316,061 199,626
2012 1,099,797 1.080 1.117 221.81 14693 66.2% | 1.143 1.057 1.081|1.196 1.107 1.080 | 0.890 0.888 217,098 143,472
2013 714,070 1.151 1.242 25524 17644 69.1% | 1.151 1065 1.080( 1.201 1.111 1.081| 0.853  0.851 155,487 107,221
2014 472,782 1.233 1.398 29533 21458 72.7% | 1.157 1.071 1.080| 1.216 1.126 1.080 | 0.818 0.816 114,188 82,767
2015 319,475 1.329 1571 34392 26056 75.8% [ 1.165 1.078 1.080( 1.214 1.124 1.080| 0.784 0.782 86,136 65,104
2016 222,206 1.420 1726 396.95 309.16 77.9% [ 1.154 1.069 1.080( 1.187 1.099 1.080 | 0.751  0.750 66,285 51,506
2017 158,254 1.487 1.837 448.70 35535 79.2% | 1.130 1.047 1.080( 1.149 1.065 1.080| 0.720 0.719 51,159 40,423
2018 113,310 1.531 1916 499.05 400.10 80.2% | 1.112 1.030 1.080( 1.126 1.043 1.080| 0.691  0.689 39,060 31,244
2019 81,130 1.564 1974 550.47 44514 80.9% | 1.103 1.021 1.080( 1.113 1.030 1.080 | 0.662  0.661 29,575 23,862
2020 58,089 1.587 2.012 603.37 490.02 81.2% [ 1.096 1015 1.080| 1.101 1.019 1.080| 0.635 0.633 22,251 18,030
2021 41,592 1598 2029 65591 53350 81.3% | 1.087 1.007 1.080( 1.089 1.008 1.080 [ 0.609  0.607 16,604 13,475
2022 29,780 1.598 2.029 70844 57624 81.3% |[1.080 1.000 1.080| 1.080 1.000 1.080| 0.584  0.582 12,310 9,991
2023 21,322 1598 2029 76511 62233 81.3% |[1.080 1.000 1.080| 1.080 1.000 1.080| 0.559  0.558 9,126 7,407
2024 15,267 1.598 2029 826.32 67212 81.3% | 1.080 1.000 1.080| 1.080 1.000 1.080 | 0.536 0.535 6,765 5,490
2025 10,931 1598 2.029 89243 72589 81.3% | 1.080 1.000 1.080) 1.080 1.000 1.080| 0.514  0.513 5,015 4,070
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 | 65.63%)
Total Future 7,919,582 198.85 13571 68.25% Total Future 1,574,841 1,074,790 | 68.25%)
Total Lifetime 9,710,847 18431 12521 67.93% Total Lifetime 1,789,774 1,215,851 | 67.93%)
2009 Jan-Aug 1,104,312 0.965 0.845 12049 8241 68.4% 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 0.972 0.881 136.13 9207 67.6% 2009 Sep-Dec 91,696 61,908
2009 Total 1,781,560 0.968 0.859 126.44 86.09  68.1% 2009 Total 226,731 153,619
* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.
Revised Assumption of 10% / 10% in Yrs 2011+
SmartS
Scenario 2 Relative Relative | Increase Over Prior Year (shown as Ratio) | Discnt Factor  [APV of Annual Amounts|  L.R.
Mbr Prem Claims Prem Claims Loss | __ Premium PMPM | Claims PMPM | (to Sept-09) ($000s) (APV
Months Index Index PMPM PMPM Ratio Total Index Other Total Index Other Prem Clms  Premium Claims Basis)
Pre 2008 745 109.69 62.02  56.5% 1.077  1.075 88 50
2008 686,208 0.951 0.753 111.31 6893 61.9% | 1.015 1111 1.045 1.042 79,810 49,300
2009 1,781,560 0.968 0.859 126.44 86.09 68.1% | 1.136 1.018 1.116( 1.249 1.141 1.095| 1.007  1.002 226,731 153,619
2010 2,130,060 0.988 0.924 16323 101.83 62.4% | 1.291 1.021 1265 1.183 1.076 1.099| 0.966  0.964 336,025 209,193
2011 1,754,268 1.022 1.009 195.22 124.07 63.6% | 1.196 1.034 1.156| 1.218 1.092 1.116| 0.928 0.926 317,946 201,569
2012 1,099,797 1.080 1.117 227.25 15111 66.5% | 1.164 1.057 1.101| 1.218 1.107 1.100| 0.890  0.888 222,410 147,548
2013 714,070 1.151 1242 266.36 184.83 69.4% | 1.172 1.065 1.100( 1.223 1.111 1.101| 0.853  0.851 162,249 112,317
2014 472,782 1.233 1.398 31391 22896 72.9% | 1.179 1.071 1.100| 1.239 1.126 1.100| 0.818 0.816 121,364 88,310
2015 319,475 1.329 1571 372.34 28318 76.1% | 1.186 1.078 1.100( 1.237 1.124 1.100| 0.784  0.782 93,248 70,752
2016 222,206 1.420 1726 437.71 34222 782% | 1.176 1.069 1.100( 1.208 1.099 1.100| 0.751  0.750 73,088 57,010
2017 158,254 1.487 1.837 50393 400.63 79.5% | 1.151 1.047 1.100( 1.171 1.065 1.100| 0.720 0.719 57,453 45,571
2018 113,310 1.531 1916 570.86 459.42 80.5% | 1.133 1.030 1.100( 1.147 1.043 1.100| 0.691  0.689 44,677 35,874
2019 81,130 1564 1.974 641.34 52060 81.2% [ 1.123 1.021 1.100| 1.133 1.030 1.100| 0.662  0.661 34,455 27,905
2020 58,089 1.587 2012 71598 58369 815% [ 1.116 1.015 1.100| 1.121 1.019 1.100| 0.635 0.633 26,402 21,475
2021 41,592 1598 2029 79272 64724 81.6% | 1.107 1.007 1.100( 1.109 1.008 1.100| 0.609  0.607 20,066 16,347
2022 29,780 1598 2029 87206 71203 81.6% | 1.100 1.000 1.100( 1.100 1.000 1.100| 0.583  0.582 15,153 12,344
2023 21,322 1598 2029 959.27 78323 81.6% | 1.100 1.000 1.100( 1.100 1.000 1.100| 0.559  0.558 11,441 9,321
2024 15,267 1.598 2.029 1055.19 86155 81.6% | 1.100 1.000 1.100| 1.100 1.000 1.100| 0.536  0.535 8,638 7,037
2025 10,931 1.598 2.029 1160.71 947.71 81.6% | 1.100 1.000 1.100) 1.100 1.000 1.100| 0.514  0.513 6,523 5,314
Total Historical 1,791,266 APV APV Total Historical 214,933 141,061 | 65.63%)
Total Future 7,919,582 207.44 14266 68.77% Total Future 1,642,833 1,129,796 | 68.77%
Total Lifetime 9,710,847 191.31 130.87 68.41% Total Lifetime 1,857,766 1,270,857 | 68.41%
2009 Jan-Aug 1,104,312 0965 0.845 12049 8241  68.4% 2009 Jan-Aug 135,034 91,711
2009 Sep-Dec 677,248 0.972 0.881 136.13 9207 67.6% 2009 Sep-Dec 91,696 61,908
2009 Total 1,781,560 0.968 0.859 126.44 86.09 68.1% 2009 Total 226,731 153,619

* For historical claims prior to 2009, excludes Manual Adj to claims (non-system claims). For Jan-Aug 2009 & later claims, the manual adj. for non-system clms is included.

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Page 119
Axene Health Partners, LLC

www.axenehp.com




Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
SmartSense

Pre 2008 - 56.54% - 56.44% - 56.44% - 56.44% - 56.44%
2008 - 61.87% - 61.77% - 61.77% - 61.77% - 61.77%
2009 73.98%  68.20% 67.51%  66.19% 67.51%  66.19% 67.47%  66.18% 67.47%  66.18%
2010 69.96% 68.55% 63.38% 64.13% 66.61% 66.27% 63.18% 64.00% 66.54% 66.23%
2011 70.04%  69.08% 63.29%  63.81% 69.08%  68.25% 63.01%  63.60% 69.05%  68.23%
2012 70.80%  69.87% 63.92%  64.23% 70.62%  69.63% 63.62%  63.99% 70.61%  69.62%
2013 71.71%  70.75% 64.62%  64.78% 71.81%  70.72% 64.30%  64.52% 71.81%  70.72%
2014 72.75% 71.71% 65.35% 65.39% 72.87% 71.69% 65.02% 65.11% 72.87% 71.68%
2015 73.73%  72.61% 66.02%  65.97% 73.78%  72.52% 65.68%  65.68% 73.78%  72.51%
2016 74.46%  73.29% 66.58%  66.45% 74.51%  73.20% 66.24%  66.16% 74.51%  73.19%
2017 74.94%  73.74% 67.02%  66.84% 75.09%  73.73% 66.68%  66.54% 75.09%  73.72%
2018 75.28% 74.07% 67.37% 67.15% 75.53% 74.14% 67.02% 66.84% 75.53% 74.13%
2019 75.59%  74.35% 67.63%  67.38% 75.86%  74.45% 67.28%  67.07% 75.87%  74.45%
2020 75.86%  74.60% 67.83%  67.55% 76.11%  74.68% 67.47%  67.24% 76.12%  74.68%
2021 76.07% 74.80% 67.97% 67.68% 76.30% 74.85% 67.61% 67.37% 76.30% 74.85%
2022 76.22% 74.95% 68.07% 67.78% 76.43% 74.98% 67.72% 67.46% 76.44% 74.98%
2023 76.33%  75.05% 68.15%  67.85% 76.53%  75.07% 67.79%  67.53% 76.53%  75.07%
2024 76.42%  75.13% 68.21%  67.90% 76.60%  75.14% 67.85%  67.58% 76.61%  75.14%
2025 76.48% 75.19% 68.25% 67.93% 76.65% 75.19% 67.89% 67.62% 76.66% 75.19%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future Lifetime Future Lifetime Future Lifetime Future Lifetime
SmartSense

Pre 2008 - 56.44% - 56.44% - 56.44% - 56.44%
2008 - 61.77% - 61.77% - 61.77% - 61.77%
2009 65.71% 65.65% 65.71% 65.65% 69.55% 66.73% 69.55% 66.73%
2010 60.41% 61.88% 65.16% 65.30% 67.72% 66.85% 69.01% 67.59%
2011 60.64% 61.53% 68.97% 68.31% 67.19% 66.70% 69.63% 68.35%
2012 61.39% 62.00% 70.90% 70.04% 67.65% 67.11% 70.55% 69.21%
2013 62.06% 62.51% 72.18% 71.24% 68.46% 67.79% 71.64% 70.17%
2014 62.72% 63.06% 73.24% 72.22% 69.35% 68.54% 72.72% 71.11%
2015 63.32% 63.58% 74.12% 73.03% 70.24% 69.29% 73.76% 72.02%
2016 63.79% 63.99% 74.80% 73.67% 71.02% 69.96% 74.65% 72.80%
2017 64.14% 64.30% 75.30% 74.13% 71.65%  70.50% 75.36% 73.43%
2018 64.39% 64.51% 75.64% 74.46% 72.13% 70.93% 75.91% 73.92%
2019 64.56% 64.67% 75.89% 74.69% 72.49%  71.24% 76.32% 74.29%
2020 64.68% 64.78% 76.06% 74.86% 72.76%  71.48% 76.62% 74.56%
2021 64.77% 64.85% 76.19% 74.98% 72.95%  71.66% 76.84% 74.77%
2022 64.83% 64.91% 76.28% 75.06% 73.10%  71.79% 77.01% 74.92%
2023 64.87% 64.95% 76.34% 75.12% 73.21%  71.89% 77.13% 75.04%
2024 64.90% 64.97% 76.38% 75.16% 73.30%  71.96% 77.23% 75.13%
2025 64.92% 64.99% 76.41% 75.19% 73.36% 72.02% 77.30% 75.19%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
PPO Share

Pre 2008 - 71.00% - 70.87% - 70.87% - 70.87% - 70.87%
2008 - 71.13% - 71.01% - 71.01% - 71.01% - 71.01%
2009 90.60%  72.99% 80.25%  72.17% 80.25%  72.17% 80.19%  72.16% 80.19%  72.16%
2010 74.80%  72.40% 70.54%  71.34% 73.58%  72.01% 70.31%  71.28% 73.62%  72.02%
2011 73.54%  72.29% 69.62%  70.94% 73.44%  72.15% 69.30%  70.84% 73.47%  72.16%
2012 73.30%  72.30% 69.47%  70.78% 73.59%  72.30% 69.12%  70.65% 73.61%  72.31%
2013 73.32%  72.37% 69.51%  70.72% 73.79%  72.45% 69.15%  70.57% 73.80%  72.46%
2014 73.41%  72.45% 69.55%  70.69% 73.92%  72.56% 69.18%  70.53% 73.94%  72.56%
2015 73.51%  72.52% 69.59%  70.67% 74.02%  72.64% 69.22%  70.50% 74.03%  72.65%
2016 73.60%  72.58% 69.62%  70.66% 74.09%  72.70% 69.24%  70.49% 74.10%  72.70%
2017 73.68%  72.64% 69.63%  70.65% 74.13%  72.74% 69.25%  70.47% 74.14%  72.74%
2018 73.76%  72.69% 69.65%  70.65% 74.16%  72.77% 69.26%  70.46% 74.17%  72.77%
2019 73.83%  72.73% 69.66%  70.64% 74.19%  72.80% 69.27%  70.46% 74.20%  72.80%
2020 73.89%  72.77% 69.66%  70.64% 74.20%  72.81% 69.27%  70.45% 74.21%  72.81%
2021 73.93%  72.79% 69.67%  70.64% 74.22%  72.82% 69.28%  70.45% 74.22%  72.82%
2022 73.96%  72.81% 69.67%  70.64% 74.22%  72.83% 69.28%  70.45% 74.23%  72.83%
2023 73.98%  72.83% 69.67%  70.64% 74.23%  72.84% 69.28%  70.44% 74.24%  72.84%
2024 74.00%  72.84% 69.67%  70.63% 74.23%  72.84% 69.29%  70.44% 74.24%  72.84%
2025 74.01%  72.85% 69.68%  70.63% 74.24%  72.85% 69.29%  70.44% 74.25%  72.85%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future  Lifetime Future  Lifetime Future Lifetime Future Lifetime
PPO Share

Pre 2008 - 70.87% - 70.87% - 70.87% - 70.87%
2008 - 71.01% - 71.01% - 71.01% - 71.01%
2009 79.80% 72.14% 79.80% 72.14% 80.60% 72.19% 80.60% 72.19%
2010 69.00% 70.98% 73.91% 72.08% 71.54% 71.56% 73.88% 72.08%
2011 67.64% 70.30% 73.86% 72.27% 70.89% 71.35% 73.82% 72.27%
2012 67.34% 69.97% 74.04% 72.45% 70.77% 71.27% 73.92% 72.43%
2013 67.23% 69.79% 74.17% 72.58% 70.72% 71.22% 74.00% 72.55%
2014 67.17% 69.67% 74.24% 72.66% 70.69% 71.18% 74.04% 72.63%
2015 67.13% 69.58% 74.29% 72.72% 70.67% 71.16% 74.07% 72.69%
2016 67.10% 69.53% 74.32% 72.76% 70.66% 71.14% 74.08% 72.73%
2017 67.09% 69.49% 74.34% 72.78% 70.65% 71.13% 74.10% 72.76%
2018 67.07% 69.46% 74.35% 72.80% 70.65% 71.12% 74.11% 72.78%
2019 67.07% 69.44% 74.36% 72.82% 70.65% 71.11% 74.12% 72.80%
2020 67.06% 69.43% 74.37% 72.83% 70.64% 71.11% 74.12% 72.81%
2021 67.06% 69.42% 74.37% 72.83% 70.64% 71.10% 74.13% 72.83%
2022 67.05% 69.41% 74.38% 72.84% 70.64% 71.10% 74.13% 72.83%
2023 67.05% 69.41% 74.38% 72.84% 70.64% 71.10% 74.13% 72.84%
2024 67.05% 69.40% 74.38% 72.85% 70.64% 71.10% 74.13% 72.84%
2025 67.05% 69.40% 74.38% 72.85% 70.64% 71.09% 74.13% 72.85%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
Saver

Pre 2008 - 70.52% - 70.40% - 70.40% - 70.40% - 70.40%
2008 - 67.79% - 67.67% - 67.67% - 67.67% - 67.67%
2009 92.70%  70.05% 78.49%  69.06% 78.49%  69.06% 78.44%  69.06% 78.44%  69.06%
2010 81.90%  71.22% 75.48%  69.84% 79.81%  70.61% 75.26%  69.80% 79.86%  70.61%
2011 82.11%  72.37% 76.26%  70.64% 82.06%  72.07% 75.95%  70.55% 82.11%  72.07%
2012 82.61%  73.22% 76.92%  71.25% 83.32%  73.11% 76.58%  71.14% 83.38%  73.12%
2013 83.16%  73.90% 77.47%  71.74% 84.20%  73.89% 77.10%  71.60% 84.26%  73.89%
2014 83.72%  74.45% 77.90%  72.11% 84.84%  74.48% 77.53%  71.97% 84.90%  74.48%
2015 84.18%  74.89% 78.24%  72.41% 85.32%  74.92% 77.86%  72.25% 85.38%  74.92%
2016 84.53%  75.22% 78.50%  72.63% 85.68%  75.25% 78.11%  72.46% 85.74%  75.25%
2017 84.78%  75.47% 78.69%  72.79% 85.93%  75.49% 78.30%  72.62% 85.99%  75.49%
2018 84.96%  75.65% 78.83%  72.92% 86.12%  75.68% 78.43%  72.74% 86.19%  75.68%
2019 85.11%  75.79% 78.94%  73.01% 86.26%  75.81% 78.54%  72.83% 86.32%  75.81%
2020 85.23%  75.89% 79.01%  73.08% 86.37%  75.91% 78.61%  72.90% 86.43%  75.91%
2021 85.31%  75.97% 79.07%  73.13% 86.44%  75.98% 78.66%  72.95% 86.50%  75.98%
2022 85.38%  76.03% 79.11%  73.16% 86.49%  76.04% 78.70%  72.98% 86.55%  76.04%
2023 85.42%  76.07% 79.14%  73.19% 86.53%  76.08% 78.73%  73.01% 86.59%  76.08%
2024 85.46%  76.11% 79.16%  73.21% 86.56%  76.11% 78.75%  73.03% 86.62%  76.11%
2025 85.48%  76.13% 79.17%  73.22% 86.58%  76.13% 78.77%  73.04% 86.64%  76.13%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future  Lifetime Future  Lifetime Future Lifetime Future Lifetime
Saver

Pre 2008 - 70.40% - 70.40% - 70.40% - 70.40%
2008 - 67.67% - 67.67% - 67.67% - 67.67%
2009 77.86% 69.03% 77.86% 69.03% 79.08% 69.09% 79.08% 69.09%
2010 73.77% 69.52% 80.74% 70.77% 76.98% 70.10% 79.02% 70.46%
2011 74.05% 70.04% 83.53% 72.38% 78.17% 71.12% 80.85% 71.78%
2012 74.43% 70.44% 84.91% 73.47% 79.10% 71.94% 82.05% 72.80%
2013 74.76% 70.75% 85.77% 74.22% 79.83% 72.59% 82.94% 73.60%
2014 75.04% 70.99% 86.37% 74.77% 80.40% 73.10% 83.61% 74.22%
2015 75.27% 71.17% 86.81% 75.16% 80.84% 73.51% 84.12% 74.70%
2016 75.43% 71.30% 87.12% 75.45% 81.17% 73.82% 84.50% 75.07%
2017 75.55% 71.40% 87.33% 75.66% 81.43% 74.06% 84.79% 75.35%
2018 75.63% 71.47% 87.48% 75.80% 81.61% 74.24% 85.00% 75.56%
2019 75.69% 71.52% 87.59% 75.90% 81.75% 74.37% 85.16% 75.72%
2020 75.73% 71.55% 87.66% 75.98% 81.85% 74.47% 85.27% 75.84%
2021 75.75% 71.58% 87.71% 76.03% 81.93% 74.55% 85.36% 75.93%
2022 75.77% 71.60% 87.75% 76.07% 81.98% 74.61% 85.42% 76.00%
2023 75.79% 71.61% 87.78% 76.10% 82.03% 74.66% 85.47% 76.06%
2024 75.80% 71.62% 87.80% 76.12% 82.06% 74.69% 85.51% 76.10%
2025 75.81% 71.63% 87.81% 76.13% 82.08% 74.72% 85.53% 76.13%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
Right

Pre 2008 - 73.47% - 73.34% - 73.34% - 73.34% - 73.34%
2008 - 71.86% - 71.73% - 71.73% - 71.73% - 71.73%
2009 74.25%  71.80% 73.55%  71.63% 73.55%  71.63% 73.50%  71.62% 73.50%  71.62%
2010 70.68%  71.35% 69.36%  70.91% 71.03%  71.35% 69.17%  70.86% 71.07%  71.36%
2011 71.50%  71.55% 69.57%  70.78% 71.71%  71.55% 69.30%  70.68% 71.73%  71.56%
2012 72.30%  71.88% 70.23%  70.94% 72.56%  71.91% 69.92%  70.82% 72.58%  71.92%
2013 72.91%  72.19% 70.87%  71.19% 73.31%  72.29% 70.54%  71.04% 73.32%  72.29%
2014 73.47%  72.49% 71.42%  71.44% 73.94%  72.63% 71.09%  71.28% 73.95%  72.63%
2015 73.99%  72.79% 71.87%  71.67% 74.44%  72.92% 71.53%  71.50% 74.45%  72.92%
2016 74.41%  73.03% 72.22%  71.85% 74.82%  73.15% 71.88%  71.67% 74.83%  73.15%
2017 74.73%  73.22% 72.49%  71.99% 75.11%  73.33% 72.14%  71.81% 75.12%  73.33%
2018 74.98%  73.37% 72.68%  72.10% 75.32%  73.46% 72.33%  71.92% 75.34%  73.46%
2019 75.17%  73.50% 72.82%  72.19% 75.48%  73.56% 72.47%  72.00% 75.49%  73.57%
2020 75.32%  73.59% 72.93%  72.25% 75.60%  73.64% 72.57%  72.06% 75.61%  73.64%
2021 75.44%  73.66% 73.01%  72.29% 75.68%  73.69% 72.65%  72.10% 75.69%  73.69%
2022 75.52%  73.71% 73.06%  72.33% 75.74%  73.73% 72.70%  72.13% 75.75%  73.73%
2023 75.58%  73.75% 73.10%  72.35% 75.79%  73.76% 72.75%  72.16% 75.80%  73.76%
2024 75.63%  73.78% 73.13%  72.37% 75.82%  73.79% 72.77%  72.17% 75.83%  73.79%
2025 75.66%  73.80% 73.16%  72.38% 75.84%  73.80% 72.80%  72.19% 75.85%  73.80%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future  Lifetime Future  Lifetime Future Lifetime Future Lifetime
Right

Pre 2008 - 73.34% - 73.34% - 73.34% - 73.34%
2008 - 71.73% - 71.73% - 71.73% - 71.73%
2009 73.10% 71.59% 73.10% 71.59% 73.94% 71.66% 73.94% 71.66%
2010 67.93% 70.52% 71.56% 71.48% 70.70%  71.27% 69.99% 71.08%
2011 67.79% 70.10% 72.51% 71.83% 71.42% 71.45% 70.52% 71.13%
2012 68.28% 70.10% 73.41% 72.26% 72.46%  71.87% 71.48% 71.47%
2013 68.74% 70.20% 74.09% 72.63% 73.46% 72.36% 72.42% 71.89%
2014 69.13% 70.33% 74.63% 72.93% 74.29%  72.81% 73.22% 72.31%
2015 69.44% 70.45% 75.03% 73.17% 74.96%  73.20% 73.87% 72.67%
2016 69.67% 70.55% 75.33% 73.36% 75.47% 73.51% 74.36% 72.96%
2017 69.84% 70.62% 75.54% 73.49% 75.85%  73.76% 74.73% 73.18%
2018 69.95% 70.67% 75.69% 73.59% 76.13% 73.94% 75.00% 73.35%
2019 70.03% 70.71% 75.79% 73.66% 76.34%  74.08% 75.20% 73.48%
2020 70.09% 70.73% 75.86% 73.70% 76.49%  74.18% 75.34% 73.58%
2021 70.13% 70.75% 75.91% 73.74% 76.60%  74.26% 75.45% 73.65%
2022 70.16% 70.77% 75.95% 73.76% 76.69%  74.32% 75.53% 73.70%
2023 70.18% 70.77% 75.97% 73.78% 76.75% 74.37% 75.59% 73.75%
2024 70.19% 70.78% 75.99% 73.79% 76.80%  74.40% 75.64% 73.78%
2025 70.20% 70.79% 76.01% 73.80% 76.83% 74.43% 75.67% 73.80%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
Tonik

Pre 2008 - 80.16% - 80.01% - 80.01% - 80.01% - 80.01%
2008 - 72.10% - 71.98% - 71.98% - 71.98% - 71.98%
2009 73.67%  71.28% 71.02%  70.93% 71.02%  70.93% 70.98%  70.93% 70.98%  70.93%
2010 67.52%  69.99% 66.34%  69.56% 67.62%  69.95% 66.14%  69.50% 67.61%  69.95%
2011 67.61%  69.60% 66.10%  68.89% 67.95%  69.69% 65.83%  68.78% 67.95%  69.69%
2012 68.54%  69.83% 66.74%  68.90% 68.80%  69.91% 66.44%  68.75% 68.80%  69.91%
2013 69.34%  70.15% 67.39%  69.07% 69.57%  70.22% 67.07%  68.91% 69.57%  70.23%
2014 69.99%  70.47% 68.00%  69.32% 70.25%  70.56% 67.67%  69.13% 70.25%  70.56%
2015 70.55%  70.76% 68.53%  69.57% 70.84%  70.87% 68.19%  69.37% 70.84%  70.88%
2016 71.04%  71.04% 68.96%  69.79% 71.31%  71.14% 68.62%  69.59% 71.31%  71.14%
2017 71.42%  71.27% 69.30%  69.97% 71.68%  71.36% 68.95%  69.76% 71.68%  71.36%
2018 7L.71%  71.44% 69.55%  70.11% 71.95%  71.53% 69.20%  69.90% 71.96%  71.53%
2019 71.93%  71.58% 69.75%  70.22% 72.16%  71.65% 69.39%  70.00% 72.16%  71.65%
2020 72.11%  71.69% 69.89%  70.30% 72.31%  71.75% 69.53%  70.08% 72.32%  71.75%
2021 72.26%  71.78% 69.99%  70.36% 72.43%  71.82% 69.63%  70.14% 72.43%  71.82%
2022 72.37%  71.85% 70.07%  70.40% 72.51%  71.87% 69.70%  70.18% 72.51%  71.87%
2023 72.44%  71.89% 70.12%  70.43% 72.57%  71.91% 69.76%  70.21% 72.57%  71.91%
2024 72.50%  71.93% 70.16%  70.46% 72.61%  71.94% 69.80%  70.24% 72.61%  71.94%
2025 72.54%  71.96% 70.19%  70.48% 72.64%  71.96% 69.83%  70.26% 72.65%  71.96%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future  Lifetime Future  Lifetime Future Lifetime Future Lifetime
Tonik

Pre 2008 - 80.01% - 80.01% - 80.01% - 80.01%
2008 - 71.98% - 71.98% - 71.98% - 71.98%
2009 70.07% 70.84% 70.07% 70.84% 71.99% 71.01% 71.99% 71.01%
2010 63.95% 68.61% 66.92% 69.64% 69.15% 70.46% 68.25% 70.22%
2011 63.65% 67.51% 67.99% 69.59% 69.13% 70.28% 67.85% 69.81%
2012 64.29% 67.39% 69.09% 69.98% 69.92% 70.50% 68.48% 69.89%
2013 64.86% 67.47% 69.91% 70.36% 70.85% 70.89% 69.31% 70.18%
2014 65.37% 67.64% 70.58% 70.73% 71.72% 71.31% 70.11% 70.52%
2015 65.82% 67.83% 71.14% 71.05% 72.45% 71.69% 70.79% 70.85%
2016 66.17% 67.99% 71.57% 71.31% 73.02% 72.01% 71.32% 71.13%
2017 66.43% 68.12% 71.88% 71.50% 73.44% 72.25% 71.72% 71.35%
2018 66.61% 68.21% 72.10% 71.64% 73.76% 72.44% 72.02% 71.52%
2019 66.73% 68.27% 72.26% 71.74% 73.99% 72.59% 72.23% 71.64%
2020 66.82% 68.32% 72.37% 71.81% 74.16% 72.69% 72.39% 71.74%
2021 66.89% 68.35% 72.45% 71.86% 74.28% 72.77% 72.51% 71.81%
2022 66.93% 68.38% 72.50% 71.90% 74.38% 72.84% 72.60% 71.86%
2023 66.96% 68.39% 72.54% 71.93% 74.45% 72.88% 72.67% 71.90%
2024 66.99% 68.41% 72.57% 71.94% 74.50% 72.92% 72.72% 71.93%
2025 67.00% 68.41% 72.59% 71.96% 74.54% 72.94% 72.76% 71.96%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

| Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
CDHP w/ Maternity

Pre 2008 - 60.04% - 59.94% - 59.94% - 59.94% - 59.94%
2008 - 107.57% - 107.38% - 107.38% - 107.38% - 107.38%
2009 181.63%  128.66% 182.11% 128.72% 182.11%  128.72% 181.99%  128.69% 181.99% 128.69%
2010 156.06%  136.96% 150.73%  134.20% 154.06% 135.75% 150.22%  133.93% 153.87% 135.64%
2011 150.08% 138.57% 143.27% 134.04% 149.59%  137.94% 142.61% 133.60% 149.54% 137.87%
2012 149.77%  140.34% 142.15% 134.83% 149.44%  139.79% 141.43% 134.31% 149.43%  139.75%
2013 150.06% 141.63% 142.17%  135.68% 149.95% 141.22% 141.42% 135.11% 149.96% 141.20%
2014 150.25%  142.43% 142.37% 136.33% 150.43% 142.24% 141.61% 135.74% 150.45% 142.23%
2015 150.42%  142.99% 142.62% 136.85% 150.87%  143.01% 141.85% 136.24% 150.90%  142.99%
2016 150.49% 143.33% 142.78%  137.20% 151.15%  143.52% 142.00% 136.57% 151.18% 143.51%
2017 150.55%  143.58% 142.89% 137.44% 151.35% 143.88% 142.11% 136.81% 151.38% 143.87%
2018 150.67%  143.82% 142.97% 137.61% 151.48% 144.14% 142.18% 136.97% 151.52% 144.13%
2019 150.83%  144.06% 143.02% 137.74% 151.58%  144.32% 142.23%  137.10% 151.62% 144.32%
2020 150.98% 144.26% 143.06% 137.83% 151.65%  144.46% 142.27% 137.18% 151.69% 144.46%
2021 151.12% 144.43% 143.09% 137.89% 151.70%  144.56% 142.29% 137.25% 151.74%  144.56%
2022 151.21% 144.55% 143.11% 137.94% 151.74% 144.63% 142.31% 137.29% 151.78% 144.63%
2023 151.28% 144.64% 143.13%  137.98% 151.76%  144.68% 142.33% 137.33% 151.81% 144.68%
2024 151.34% 144.71% 143.14%  138.00% 151.78% 144.72% 142.34%  137.35% 151.83% 144.72%
2025 151.38% 144.75% 143.14%  138.02% 151.80% 144.75% 142.34% 137.37% 151.84% 144.75%
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

| Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future Lifetime Future Lifetime Future Lifetime Future Lifetime
CDHP w/ Maternity

Pre 2008 - 59.94% - 59.94% - 59.94% - 59.94%
2008 - 107.38% - 107.38% - 107.38% - 107.38%
2009 177.93% 128.39% 177.93% 128.39% 186.57%  129.00% 186.57%  129.00%
2010 142.34%  130.95% 149.34% 134.59% 163.01% 137.92% 163.27% 138.03%
2011 135.66%  129.90% 148.14% 138.23% 156.54%  139.93% 157.12%  140.23%
2012 134.93% 130.39% 149.09% 140.63% 154.77% 141.31% 155.46% 141.73%
2013 134.87% 130.85% 149.83% 142.11% 154.00% 142.19% 154.75%  142.67%
2014 134.86% 131.14% 150.27%  143.00% 153.58% 142.75% 154.36% 143.27%
2015 134.86% 131.32% 150.53% 143.55% 153.32% 143.14% 154.12%  143.68%
2016 134.86% 131.44% 150.71% 143.92% 153.15% 143.41% 153.96% 143.98%
2017 134.86% 131.53% 150.84% 144.18% 153.02% 143.61% 153.84% 144.19%
2018 134.87% 131.59% 150.92% 144.36% 152.93% 143.76% 153.76%  144.35%
2019 134.87% 131.63% 150.98% 144.48% 152.86% 143.87% 153.70% 144.47%
2020 134.87% 131.66% 151.02% 144.57% 152.81% 143.95% 153.65%  144.55%
2021 134.87% 131.68% 151.05% 144.64% 152.77% 144.01% 153.62% 144.62%
2022 134.87% 131.70% 151.07% 144.68% 152.74% 144.06% 153.59% 144.67%
2023 134.87% 131.71% 151.09% 144.71% 152.72%  144.09% 153.57% 144.70%
2024 134.87% 131.72% 151.10% 144.74% 152.71% 144.12% 153.55% 144.73%
2025 134.87% 131.72% 151.11% 144.75% 152.69% 144.14% 153.54% 144.75%
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

| Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
CDHP w/out Matern.

Pre 2008 - 269.11% - 268.63% - 268.63% - 268.63% - 268.63%
2008 - 54.73% - 54.63% - 54.63% - 54.63% - 54.63%
2009 48.57%  50.99% 58.03%  54.05% 58.03%  54.05% 57.99%  54.03% 57.99%  54.03%
2010 54.66%  53.96% 55.12%  54.26% 56.99%  55.57% 54.92%  54.12% 56.93%  55.52%
2011 59.95%  58.61% 58.26%  57.20% 61.79%  60.03% 57.96%  56.95% 61.75%  60.00%
2012 64.22%  62.64% 61.57%  60.33% 65.84%  63.93% 61.24%  60.04% 65.82%  63.91%
2013 67.57%  65.89% 64.27%  62.95% 69.00%  67.04% 63.91%  62.62% 68.99%  67.02%
2014 70.32%  68.58% 66.40%  65.03% 71.45%  69.47% 66.01%  64.68% 71.45%  69.46%
2015 72.71%  70.92% 68.17%  66.78% 73.47%  71.49% 67.77%  66.41% 73.47%  71.48%
2016 74.57%  72.77% 69.63%  68.23% 75.13%  73.15% 69.22%  67.84% 75.13%  73.14%
2017 75.89%  74.09% 70.81%  69.40% 76.46%  74.50% 70.38%  69.01% 76.47%  74.49%
2018 76.84%  75.07% 71.75%  70.34% 77.53%  75.58% 71.32%  69.94% 77.54%  75.57%
2019 77.69%  75.93% 72.50%  71.10% 78.38%  76.44% 72.07%  70.70% 78.39%  76.44%
2020 78.47%  76.71% 73.10%  71.71% 79.06%  77.13% 72.66%  71.29% 79.07%  77.13%
2021 79.14%  77.39% 73.58%  72.18% 79.59%  77.68% 73.13%  71.77% 79.60%  77.68%
2022 79.67%  77.92% 73.94%  72.56% 80.01%  78.11% 73.50%  72.14% 80.02%  78.11%
2023 80.08%  78.34% 74.24%  72.86% 80.34%  78.45% 73.79%  72.43% 80.35%  78.45%
2024 80.41%  78.67% 74.47%  73.10% 80.61%  78.72% 74.02%  72.67% 80.62%  78.72%
2025 80.67%  78.94% 74.66%  73.29% 80.82%  78.94% 74.20%  72.86% 80.83%  78.94%

This report has been prepared for the exclusive use of the California Department of Insurance and
we have provided it only to them. This report includes material and references to material that
has been labeled “confidential/trade secret” information by Anthem when initially submitted to
the California Department of Insurance. It is critical that this report be reviewed in its entirety

to assure that no conclusion or assessment is taken out of context.

Page 132
Axene Health Partners, LLC

www.axenehp.com




Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

| Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future  Lifetime Future  Lifetime Future Lifetime Future Lifetime
CDHP w/out Matern.

Pre 2008 - 268.63% - 268.63% - 268.63% - 268.63%
2008 - 54.63% - 54.63% - 54.63% - 54.63%
2009 56.47% 53.62% 56.47% 53.62% 59.82% 54.46% 59.82% 54.46%
2010 51.91% 51.95% 55.58% 54.74% 60.45% 57.30% 60.82% 57.52%
2011 54.83% 54.48% 61.55% 60.21% 64.62% 61.22% 65.39% 61.75%
2012 58.22% 57.63% 66.28% 64.75% 67.64% 64.23% 68.60% 64.95%
2013 60.87% 60.18% 69.76% 68.17% 70.06% 66.68% 71.15% 67.52%
2014 62.76% 62.01% 72.20% 70.60% 72.14% 68.79% 73.31% 69.71%
2015 64.20% 63.43% 74.05% 72.46% 73.95% 70.62% 75.19% 71.62%
2016 65.35% 64.57% 75.51% 73.93% 75.50% 72.19% 76.79% 73.26%
2017 66.28% 65.49% 76.68% 75.11% 76.73% 73.46% 78.07% 74.57%
2018 67.02% 66.23% 77.61% 76.05% 77.70% 74.47% 79.07% 75.62%
2019 67.62% 66.82% 78.36% 76.81% 78.48% 75.28% 79.88% 76.46%
2020 68.09% 67.29% 78.95% 77.41% 79.08% 75.93% 80.50% 77.13%
2021 68.46% 67.66% 79.42% 77.89% 79.56% 76.44% 81.00% 77.66%
2022 68.75% 67.95% 79.77% 78.25% 79.94% 76.84% 81.39% 78.08%
2023 68.97% 68.17% 80.05% 78.54% 80.25% 77.18% 81.71% 78.43%
2024 69.14% 68.35% 80.27% 78.76% 80.49% 77.45% 81.97% 78.71%
2025 69.28% 68.49% 80.45% 78.94% 80.70% 77.67% 82.18% 78.94%
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5 |
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
3500

Pre 2008 - 55.55% - 55.45% - 55.45% - 55.45% - 55.45%
2008 - 58.60% - 58.50% - 58.50% - 58.50% - 58.50%
2009 80.63% 60.87% 74.59% 60.03% 74.59% 60.03% 74.54% 60.03% 74.54% 60.03%
2010 71.12% 63.01% 68.27% 61.86% 71.25% 62.86% 68.04% 61.77% 71.28% 62.86%
2011 73.47% 65.97% 69.96% 64.11% 74.20% 66.05% 69.62% 63.94% 74.24% 66.05%
2012 76.09% 68.65% 72.09% 66.25% 76.92% 68.79% 71.71% 66.03% 76.96% 68.79%
2013 78.21% 70.85% 73.92% 68.08% 79.11% 71.04% 73.51% 67.82% 79.16% 71.04%
2014 79.88% 72.61% 75.40% 69.59% 80.84% 72.86% 74.97% 69.30% 80.89% 72.86%
2015 81.28% 74.09% 76.62% 70.84% 82.25% 74.36% 76.17% 70.53% 82.31% 74.36%
2016 82.40% 75.29% 77.61% 71.86% 83.39% 75.57% 77.15% 71.54% 83.44% 75.57%
2017 83.28% 76.25% 78.40% 72.69% 84.29% 76.56% 77.93% 72.36% 84.34% 76.56%
2018 83.98% 77.03% 79.02% 73.36% 85.00% 77.34% 78.55% 73.02% 85.06% 77.35%
2019 84.59% 77.69% 79.52% 73.90% 85.57% 77.98% 79.04% 73.54% 85.62% 77.98%
2020 85.12% 78.26% 79.91% 74.32% 86.01% 78.48% 79.43% 73.97% 86.07% 78.48%
2021 85.55% 78.72% 80.21% 74.66% 86.36% 78.88% 79.73% 74.30% 86.41% 78.88%
2022 85.90% 79.10% 80.45% 74.93% 86.63% 79.20% 79.97% 74.57% 86.69% 79.20%
2023 86.17% 79.39% 80.64% 75.15% 86.85% 79.45% 80.16% 74.78% 86.91% 79.46%
2024 86.39% 79.63% 80.80% 75.32% 87.02% 79.66% 80.31% 74.95% 87.08% 79.67%
2025 86.56% 79.83% 80.92% 75.46% 87.16% 79.83% 80.43% 75.09% 87.22% 79.83%
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario
(Present Value Basis)

Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9
Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
3500

Pre 2008 - 55.45% - 55.45% - 55.45% - 55.45%
2008 - 58.50% - 58.50% - 58.50% - 58.50%
2009 73.59%  59.95% 73.59%  59.95% 75.51%  60.10% 75.51%  60.10%
2010 65.19%  60.86% 70.55%  62.80% 71.28%  62.64% 72.70%  63.07%
2011 66.16%  62.43% 73.96%  66.25% 73.77%  65.43% 75.74%  66.24%
2012 68.17%  64.27% 77.06%  69.23% 75.88%  67.74% 78.12%  68.82%
2013 69.89%  65.87% 79.45%  71.59% 77.67%  69.69% 80.07%  70.96%
2014 71.18%  67.11% 81.19%  73.39% 79.18%  71.34% 81.71%  72.76%
2015 72.21%  68.12% 82.54%  74.81% 80.45%  72.72% 83.06%  74.26%
2016 73.03%  68.94% 83.61%  75.95% 81.47%  73.86% 84.15%  75.49%
2017 73.69%  69.60% 84.46%  76.86% 82.27%  74.78% 85.00%  76.48%
2018 74.21%  70.13% 85.14%  77.59% 82.89%  75.51% 85.66%  77.27%
2019 74.63%  70.56% 85.67%  78.18% 83.38%  76.10% 86.19%  77.91%
2020 74.96%  70.89% 86.09%  78.64% 83.76%  76.56% 86.59%  78.41%
2021 75.21%  71.16% 86.42%  79.00% 84.06%  76.94% 86.91%  78.82%
2022 75.41%  71.37% 86.67%  79.28% 84.30%  77.25% 87.17%  79.15%
2023 75.57%  71.53% 86.87%  79.51% 84.50%  77.50% 87.38%  79.42%
2024 75.69%  71.66% 87.02%  79.69% 84.65%  77.70% 87.55%  79.65%
2025 75.79%  71.76% 87.15%  79.83% 84.78%  77.87% 87.68%  79.83%
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario

ALL PLANS (Present Value Basis)
COMBINED
Scenario 1 | | Scenario 2 | | Scenario 3 | | Scenario 4 | | Scenario 5

Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
Pre 2008 - 70.60% - 70.48% - 70.48% - 70.48% - 70.48%
2008 - 69.48% - 69.36% - 69.36% - 69.36% - 69.36%
2009 81.20%  70.71% 75.41%  69.99% 75.41%  69.99% 75.36%  69.98% 75.36%  69.98%
2010 72.75%  70.58% 68.79%  69.15% 71.58%  70.08% 68.57%  69.07% 71.57%  70.07%
2011 73.03%  71.12% 68.75%  69.06% 73.02%  71.00% 68.45%  68.92% 73.02%  70.99%
2012 74.03%  71.89% 69.55%  69.45% 74.38%  71.93% 69.22%  69.27% 74.39%  71.93%
2013 75.02%  72.64% 70.39%  69.94% 75.53%  72.77% 70.04%  69.73% 75.54%  72.77%
2014 75.95%  73.34% 71.15%  70.42% 76.49%  73.49% 70.78%  70.20% 76.50%  73.49%
2015 76.80%  73.98% 71.82%  70.87% 77.30%  74.11% 71.44%  70.63% 77.31%  74.10%
2016 77.47%  74.51% 72.37%  71.24% 77.95%  74.61% 71.98%  71.00% 77.97%  74.61%
2017 77.97%  74.91% 72.81%  71.56% 78.48%  75.03% 72.41%  71.31% 78.49%  75.03%
2018 78.36%  75.23% 73.16%  71.81% 78.89%  75.36% 72.76%  71.55% 78.91%  75.36%
2019 78.71%  75.51% 73.44%  72.02% 79.22%  75.62% 73.04%  71.76% 79.24%  75.62%
2020 79.01%  75.75% 73.66%  72.18% 79.48%  75.83% 73.26%  71.91% 79.49%  75.83%
2021 79.26%  75.94% 73.83%  72.31% 79.68%  75.99% 73.43%  72.04% 79.70%  75.99%
2022 79.46%  76.10% 73.97%  72.41% 79.83%  76.12% 73.56%  72.14% 79.85%  76.12%
2023 79.61%  76.22% 74.07%  72.49% 79.96%  76.22% 73.67%  72.22% 79.97%  76.22%
2024 79.73%  76.32% 74.16%  72.55% 80.05%  76.30% 73.75%  72.28% 80.07%  76.30%
2025 79.82%  76.39% 74.23%  72.60% 80.13%  76.37% 73.82%  72.33% 80.15%  76.36%
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Appendix M
Product Specific Projections of Loss Ratios By Year

Cumulative Loss Ratios by Scenario

ALL PLANS (Present Value Basis)
COMBINED
Scenario 6 | | Scenario 7 | | Scenario 8 | | Scenario 9

Future  Lifetime Future  Lifetime Future  Lifetime Future  Lifetime
Pre 2008 - 70.48% - 70.48% - 70.48% - 70.48%
2008 - 69.36% - 69.36% - 69.36% - 69.36%
2009 74.18% 69.87% 74.18% 69.87% 76.64%  70.09% 76.64% 70.09%
2010 65.94% 68.07% 70.63% 69.80% 71.92% 70.13% 73.02% 70.45%
2011 65.70% 67.49% 72.89% 71.04% 72.25%  70.54% 73.88% 71.19%
2012 66.50% 67.71% 74.60% 72.19% 73.04% 71.10% 74.89% 71.95%
2013 67.27% 68.08% 75.86% 73.12% 73.88%  71.69% 75.85% 72.67%
2014 67.93% 68.45% 76.84% 73.87% 74.66%  72.25% 76.72% 73.32%
2015 68.50% 68.79% 77.63% 74.48% 75.36%  72.75% 77.47% 73.90%
2016 68.95% 69.08% 78.25% 74.96% 75.94%  73.19% 78.10% 74.39%
2017 69.31% 69.31% 78.73% 75.35% 76.41%  73.55% 78.60% 74.79%
2018 69.58% 69.50% 79.10% 75.65% 76.78%  73.83% 79.00% 75.11%
2019 69.79% 69.65% 79.39% 75.88% 77.07% 74.06% 79.31% 75.37%
2020 69.96% 69.76% 79.61% 76.06% 77.30%  74.24% 79.55% 75.57%
2021 70.09% 69.85% 79.78% 76.19% 77.47% 74.39% 79.74% 75.73%
2022 70.19% 69.92% 79.91% 76.30% 77.62%  74.50% 79.90% 75.85%
2023 70.26% 69.97% 80.01% 76.38% 77.73%  74.60% 80.02% 75.96%
2024 70.32% 70.02% 80.09% 76.45% 77.82%  74.67% 80.12% 76.04%
2025 70.37% 70.05% 80.15% 76.50% 77.90%  74.73% 80.20% 76.11%
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Appendix N
Summary of Changes By Component

Summary of Changes by Component

| SmartSense | [ Share ] | Right | [ Tonik ]
Future Total Future Total Future Total Future Total
LLR LLR LLR LLR LLR LLR LLR LLR
Direct Adjustsments to Anthem Model
Original Filed Calculation 76.48% 75.19% 74.01% 72.85% 75.66% 73.80% 72.54% 71.96%
+ Recalculation of Future Clms Trends * 74.42% 73.38% 71.93% 71.81% 73.76% 72.77% 70.63% 70.79%
+ Recalculation of Starting Clms Trends for known risk factors ** 69.19%  68.77% 71.23%  71.46% 73.88%  72.83% 71.28%  71.19%
+ Adjustments to Trend Months applied in LLR model *** 68.15% 67.86% 71.34% 71.52% 74.05% 72.92% 71.45% 71.29%
Other Adjustments per AHP Indep Estimates (Scenario 2) **** 0.10% 0.07% -1.67% -0.89% -0.89% -0.54% -1.26% -0.82%
AHP Best Estimate (Scenario 2) 68.25% 67.93% 69.68% 70.63% 73.16% 72.38% 70.19% 70.48%
| Saver | | coHPw/Mat ] | _CDHP Non-Mat__| [ 3500 ]
Future Total Future Total Future Total Future Total
LLR LLR LLR LLR LLR LLR LLR LLR
Direct Adjustsments to Anthem Model
Original Filed Calculation 85.48% 76.13% 151.38% 144.75% 80.67% 78.94% 86.56% 79.83%
+ Recalculation of Future Trend * 83.28%  75.15% 147.08% 141.26% 78.16%  76.58% 83.90%  77.79%
+ Recalculation of Starting Trends for known risk factors ** 81.03%  74.14% 147.03% 141.21% 74.79%  73.42% 83.08%  77.16%
+ Adjustments to Trend Months applied in LLR model *** 80.91% 74.08% 144.42% 139.09% 74.90% 73.52% 82.80% 76.95%
Other Adjustments per AHP Indep Estimates (Scenario 2) **** -1.73% -0.86% -1.27% -1.06% -0.25% -0.23% -1.89% -1.49%
AHP Best Estimate (Scenario 2) 79.17% 73.22% 143.14% 138.02% 74.66% 73.29% 80.92% 75.46%

* Impact of adjustments to calculated historical trends used for trending forward from Sept-09, including:
e Adjustment applied to exclude change in Prem Index from calculated trends e CDHP trends adjusted to include Plan Mix adjustment.
e CDHP_Non-Mat trend adjusted to use 3500 Duration (Index) factors e Calculated trends annualized based on wtd avg # mo's between periods

** Adjustment to historical (starting) trend by plan, to reflect actual / known trend in Claims Duration & Plan-mix factors applicable from Base PMPM Period (6/08-5/09) to Sept-09
(see separate attachment)

*** Trend Month Adjustments applicable to original LLR models, including:
Adj #1 to reflect weighted avg number of months of measured trend between succesive periods, used to annualize historical trend to project Sept-09 - Dec-09 claims pmpm
>> For Smart Sense, corrected formula error (cell S136 in "70%Standard"); for other plans, calculated weighted # mo's of measured trend, rather than assuming 12
Adj #2 to reflect weighted avg number of months from 6/08-5/09 base period to starting month (Sept-09), rather than the assumed 9.5 mo's, used to project Jan-2010+ pmpms

*++* Total additional adjustments included in AHP Independent Calculation including:

Additional corrections:

« Adjustment to index factors to exclude claims_weights data for Share/CDHP-Mat plans from All_Other claims index factor calculation (to match approach for Prem index
calculation), along w/ re-smoothing of adjusted factors, including AHP graded reduction of Claims-to-Premium relativities at later durations.

« Discounting of Inc'd Claims by an additional 0.5 mo's relative to premium in P.V. calculations

Additional Refinements:

« Adjustment to Jan-2010+ monthly PMPM claims projections to reflect seasonality of benefits (e.g., CY Ded.) based on analysis of Anthem experience by plan

« Re-estimation of Sept-09 - Dec-09 based on seasonality-adjusted base period experience, rather than trended single-month estimates.

« Alternative premium projection calculations per split between Existing vs New Sales cohorts & modified weighted premium trend approach

« Other variations applicable to alternative Scenarios

This report has been prepared for the exclusive use of the California Department of Insurance and we have provided it only to them.
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July 21, 2000
Empathy and Collaboration: What's the Link?

Are ampathic pecpla more likely to collaborate? Or are collabaorators more likely to empathize?

Diav Patnaik, author of Wired fo Care and T tossed around these and othar quastions during
an engaging discussion this afterncon. “Cellaboration allows for empathy and creativity to
coour” is Dev's view. Weacan argua this chicken-or-egg question either way, but the point is
that empathyand collaboration are fallow travelers. While Targuain The Culture of
Collaboration bogk that ccllaborating creates valus, Dev argues that empathy makes money
for companies.

Almost evarything in business has become data-driven. The thinking is..4f you can’t measurs it, it doesn’t mattar.
Ewen traditicnally less data driven disciplines such as public relations have become more numbers-criented. Data
certainly provides valuable insight, but it doesn’t tell thewhole story. After all, thercad is littered with businesses
that have used numbers—real or manufactured —to hide destructive practioss. Bamis Madoff, wheo's not exactly a
poster boy for empathy, comes to mind.

Tva been noticing recently some cracks developing in this data-obsessed foundation on which we build and grow
businesses. Clearly, Dew's antenna is up, and he's noticing something similar. Dav likans the shift to the change in
painting (canvases, not houses) that cocurred after the adoption of the camera. Expressionism replaced realism.

Aocording to Deav, were moving into the “abstract expressionist phase of management.” It's no longer enough to
be a great numbers parson. We're now expecting more of our leaders, and empathy and collaboration are ameng
those qualities. Bacause a collaborative organization creates greater valug, therd's an incrsasing rols for
collaborative leaders. And the same is true for empathy.

Understanding the feelings of others is good behavior, but empathy particularly pays off when companies—that is
the peoplawho work for companies-- undearstand what their customers are fedling. And in Wired to Care, Dav
deftly weaves into his narrative numerous examples—ranging from HarleyDavidson to Mike—of companies that
have achieved impressive results through empathy.

Dev asked me about therelationship betwesn empathy and collaboration, and I'we been thinking more about it
sinoe we talked. The strongest link is that both qualities inwolve fomsing less on self and mere on cthers. The
cpposite of collaborative behavior is internallwcompetitive, command-and-control behavior. This iz a form of sslf
abscrption. &nother form of self absorption is lack of understanding how others fadl.

While reading Dev's book, | wondered whether its author is empathetic. So | asked him. "I'm not a very empathic
person," Dev insisted. That struggle with empathy, thoogh drives Dev's interest in the topic. He points to the
reputation of Apple CEQ Steve Jobs as technologically-challenged. Jobs and Apple are ideally suited to sort out
usability, Dev argues, because of this struggle. It's not exactly analogous, but | take Dev's point. And at the risk of
treading into blurb-like territory, Wired to Care will make you think and act differently.

Buy MyBook « Digg This! « Add to del.icious
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July 16, 2000
Collaboration Curing Multiple Sclerosis

It was definitely unorthodox. Many said it was impossible. But it looks like The Myelin Repair Foundation has
done it. MRF, which is working on curing multiple sclerosis, is about to meet its ambitious goal of licensing a
discovery for commercial drug development within five years. Through a collaborative research model, the Silicon
Valley-based foundation has reduced drug development time from 15 years to 5 vears. MRF is negotiating with a
biotech company and believes a license agreement is in the works.

Intuit Founder Scott Cook, a foundation supporter, suggested I research MREF when I was writing The Culture of
Collaboration book. In the book, I tell the story of how Scott Johnson, who has MS, learned that a cure was taking
three or four times as long because of competition among researchers. This prompted Johnson to rethink the
culture of medical research and begin changing that culture. Scientists often refuse to share data and information,
because they compete for limited grant money and for publishing articles in top medical journals. The answer was
to get experts in different disciplines to collaborate. So Johnson raised money, ultimately plowed $20 million into
drug discovery work, and built a collaborative medical research foundation.

Johnson brought in fellow tech start-up veteran Russell Bromley as chief operating officer. And Johnson and
Bromley recruited five principal investigators who head labs. They proposed a level of collaboration for curing
disease that none of the scientists had ever experienced. Their focus was to repair myelin, the sheath that
surrounds the nerves, which MS damages. Johnson and Bromley with input from the researchers developed a
Collaborative Research Process, which addresses everything from tools to incentives.

Since its founding in 2004, MRF has advanced work towards a cure for MS beyond anything anybody else had
imagined within this timeframe. “Because of our work, we have a much elearer understanding of how to drive
neural stem cells to the site of myelin damage in the central nervous system and instruct the myelin-producing
cells to remyelinate,” Johnson writes in his recent president’s message.

The Myelin Repair Foundation’s game-changing collaborative approach sets a new standard for medical research.
The broader medical research community should sit up and take notice that collaboration among researchers
creates greater value than competition.

Buy My Book + Digg This! « Add to del.icio.us

Posted at 01:55 PM in Business Models, Collaborative Leadership, Competition and Collaboration, Health,
Organizational Culture, People | Permalink | Comments (0) | TrackBack {(0)
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Kaiser's Garfield Center Enhances Innovation, Collaboration

With the growing use of tools enabling collaboration at a distancs, it's easy to forget the value of same-room
oollaboration and the role of the physical workplace environment. Environment—beth phisical and wirtual-- is
one of the Ten Cultural Elements of Collaboration that Tidentify in The Culture of Collaboration book.

It’s essential to bring collaborative capabilitiss to people so that collaboration becomes integrated with work
styles. Forcing pecple to walk down the hall or go someplace to collaberate falls short. Therefore, it may seam
oounter-intuitive that dedicated collaborative spaces not only enhance collaboration, but also are arucial
components of collaborative organizaticns.

Ourresearch at The Culture of Collaboration® [nstitute shows that the most collaborative organizations integrate
dedicated collaborative spaces into work flow. The distinction is that these physical spaces ara by nomeans the
primary means of organizational ocllaboration. In some cases, dedicated collaborative spacss bridge physical and
virtual envircnments by including gecgraphically-dispersed team members through teleprasencs or
videcoonferencing.

o o esterday, Thad the opportunity to explore one such dedicated collaborativespacs.
y From the cutside, Kaiser Permanente’s Sidnev B, Garfield Health Care Innovation
= Cepter looks like a warshousa. In fact, it’s a former check prooessing centerin an
industrial park in San Leandro, California. On the inside, the Garfield Center is
anything but crdinary. The future of healthcare delivery is unfolding in this 57
| thousand square foct laboratcry., The Garfield Center includes multiple
environments ranging from patient rocm prototypes to homes outfitted with
monitoring and telemedicine tachnologias.

There are lots of gee-whiz technologies and environments imcluding a concept operating rocm in which
researchers are testing tools including augmented wirtual reality. But what's most significant about the Garfisld
Center is that pecpla from acroes Kaiser regardless of level, role or ragion come togather to brainstorm, innovate
and collaborate. Deoctors and nurses partner with architects and technologists to create prototypes for patient care
in this “touchdown location for innovation work” as Sherry Fry, operations specialist for the Center, desaribes it
anybodyat Kaiser can use the facility as long as the activity is interdisciplinary. “The Garfield Center has become
synonymous with innovation at Kaiser,” notes Dr. ¥an Chow, assoriate director of innevation and advanced
technology for Kaiser Parmanente.

In developing the a-vear-old Garfield Center, Kaiser researchers studied models outsids healthcare, notablythe
McDonald’s Innovation Cantar near Chicago. Kaiser also studied Mayo Clinids 5 P.ARC. unit, which T desaribe in
my bock. S PLARC. stands for SeePlan Act Refine Communicate. Through S.P.AR.C. Mayo assembles crces-
functional collaborators to conduct live prototyping of healthears servics delivery,

The walue of dedicated collaborative spaces isthat they help break down barriers among silos. As doctors engage
architects and facilities people brainstarm with technologists, ideas become prototypes which ultimately deliver
measurable value,

Buy MyBock « Digg This! « Add todel.icions
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