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Highmark Heal¢th Report Pursuant to Condition 19 of the Pennsylvania Insuranee
Department Approving Determination and Order (Order No, ID-RC-13-06)

IDN SAVINGS REPORT FOR CALENDAR YEAR 2014

EXECUTIVE SUMMARY

Highmark Health, f/k/a UPE, submits this report concerning realized IDN Savings in calendar
year 2014 and cumulatively since 2013 in compliance with Condition 19 of the Pennsylvania
Insurance Department's Approving Determination and Order ID-RC-13-06 (dpproving Order).

Condition 19 requires an annual report showing actual results achieved on four metrics relative
to savings benchmarks in Appendix 3 of the Approving Order:

Metric 1: Total IDN Savings

Metric 2: Savings for a Family of Four
Metrie 3: Inpatient Spend

Metric 4: Outpatient Spend

The analytics included in the approved Form A filing, as amended, began with baseline costs for
2012 through 2016. These baseline costs included a fixed trend assumption based on historical
observed trends. Highmark Health developed two scenarios, the No Transaction scenario (where
the affiliation was not approved) and the DN scenario (where the affiliation was approved), by
layering adjustments on top of the projected baseline costs. The expected DN Savings is the
difference between these scenarios. The actual IDN Savings is the difference between the actual
costs and the No Transaction costs.

In this Report, the tetm benchmarks will refer to the numbers in Appendix 3 of the Approving
Order (as amended in the IDN Savings Report for 2013).

Measuring as. prescribed by the Approving Order and as detailed in subsequent pages, Highmark
Health realized actual IDN Savings in 2014 of $490 million versus a benchmark of $91 million.
Cumulatively since 2013, Highmark Health realized actual IDN Savings of $588 million versus a
cumulative benchmark of $91 million through 2014. These results are summarized in Exhibit 1,

The Approving Order specifies that the reported actual IDN savings are to be calculated versus
the No Transaction scenario contained in the approved Form A filing. Highmark Health
recognizes this approved methodology is influenced by the trend assumption within the original
work dated from 2012. Industry-wide utilization trends have dropped across the country since
2012. We believe that part of the utilization decline within Highmark Inc. (hereafter termed
Highmark) membership within the 29 counties may be atiributed to systemic changes in
population and provider behavior not directly attributed to results of activities surrounding the
IDN. Consequently, the No Transactions costs may be overstated, and, if so, IDN Savings
would be inflated. We were unable to accurately measure or estimate any such overstatement.
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In this Report, Highmark Health presents results of the IDN Savings measurement in the manner
prescribed by the Approving Order. In addition, Highmark Health includes a second approach
for quantifying the IDN Savings for comparison. For each component of IDN Savings,
Highmark Health estimates the savings related to relevant initiatives that have been implemented
in pursuit of improving quality and enhancing value for Higlhimark members and for the entire
community. The difference in the reported IDN Savings and the quantified savings may be, in
part, a result of lower than expected industry trends.

Highmark Health recognizes that some initiatives could have been implemented without an IDN,
However, if the affiliation had net been approved (Ve Transaction), Highmark Health believes
the impact of these efforts would have been limited and that WPAHS would have gone bankrupt
and found another suitor, who would have shotdown service lines and sold assets that generated
insufficient returns. As a result, UPMC would have become the one monopolistic provider in
Western Pennsylvania. In this environment, the effectiveness of Highmark Health's efforts
would have been significantly hampered (or in some instances never able to have been pursued).

Since the affiliation has been approved, Highmark Health is trying to change the health care
paradigm, moving from a reimbursement structure that rewards volumes to one that rewards
outcomes and one where care is delivered locally within communities. The initiatives listed in
this report, and in fact all of the IDN Savings, are designed to improve quality and provide bettex
value to Highmark members, AHN patients, and the whole community. This represents a
significant change for all the players, including providers. Change is never easy to execute. The
key to success is engaged providers, not just at AHN but also community providers. Highmark
Health believes in leading by example. By implementing these initiatives with our own
providers, Highmark Health has advanced the agenda with community physicians in ifs
commitment to changing the paradigm. Community providers, who are a critical part of the IDN
strategy, would have been less likely to engage effectively with Highmark Health without this
credibility.

In the approved Form A filing, Highmark Health assumed the No Transaction broad product
would realize only 25% of the full potential savings for most of the IDN Savings components.
Therefore, unless otherwise noted, Highmark Health assumes 25% of the savings for each
quantified initiative would have been achieved without an IDN and that the remaining 75% is
directly related to the TDN strategy pursued with the transaction.

The total estimated savings of the quantified initiatives is $466 million, of which Highmark
Health estimates $295 million is directly related to the affiliation with AHN.

The methodologies used to determine the realized IDN Savings have been reviewed by the
actuarial consulting firm Milliman. A copy of Milliman's opinion relating to the reasonableness
of these methodologies is included as Exhibit 2.
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IDN SAVINGS RESULTS

TOTAL IDN SAVINGS

The first measure of IDN Savings is the total IDN Savings, calculated as the sum across segment
and product of the Actual enrollment times the difference between the Actual PMPM and
composite No Transaction PMPM. This measure includes Commercial Group and Medicare
Advantage segments.

As sumunarized in Exhibit 1, Highmark realized $490 million of IDN Savings for Highmark
members living in Western Pennsylvania relative to the No Transaction scenario in 2014 and
compares favorably to the $91 million savings benchmark. The actual savings equates to
$37.30 per member per month.

Cumulatively since 2013, Highmark realized $588 million of IDN Savings relative to the
No Transaction scenario through 2014, which compares favorably to the $91 million cumulative
benchmark. The actual cumulative savings equates to $21.66 per member per month.

SAVINGS FOR 4 FAMILY OF FOUR

The second measure is the annual savings to a Western Pennsylvania family of four in
Highmark's commercial group IDN product relative to a Highmark broad network group product
under the No Transaction scenario.

The 2014 IDN savings amounts to $3,075 per year for a family of four in Highmark's
commercial group IDN product compared with a benchmark of about $3,000 by the end of 2016.

INPATIENT SPEND

‘The third IDN savings metric relates to commercial inpatient spend. This statistic is calculated
as the percent difference in the Actyal commercial inpatient composite PMPM and the

No Transaction commercial inpatient PMPM, In 2014, the inpatient savings was 10.1%, which
is at the benchmark of 10% by the end of 2016.

QUTPATIENT SPEND

The final IDN Savings metric relates to commercial outpatient spend. This statistic is calculated
as the percent difference in the Aefual commercial non-oncology outpatient composite PMPM
and the No Transaction commercial non-oncology outpatient PMPM. In 2014, the outpatient
savings was 11.4%, which is above the benchmark of 10% by the end of 2016.
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IDN SAVINGS BY COMPONENT

The Approving Order requires a discussion of realized IDN savings by the components listed in
Attachment 4 of the Approving Order. As previously agreed upon with the Pennsylvania
Insurance Department, Highmark Health relabeled and combined some of these components.
The final components are described and discussed below.

As mentioned, Highmark Health is engaging AHN and community providers to change the
health care paradigm to one that rewards outcones and delivers care in local communities. The
key to success is engaged providers, not just at AHN but also among community providers.

ONCOLOGY
In 2014, Highmark Health realized $77 million in Oncology savings.

Originally, this component measured the savings related to reversing non-value added billing
practices by UPMC and other providers in switching from physician-based CMS-1500 billing
forms to facility UB-04 billing forms for physician oncology services, which more than doubled
the cost without changing anything in the delivery of care, including the site or setting of care, or
improving quality in any way.

As detailed in the IDN Savings Report for 2013, the definition for this component has been
expanded to cover all savingé related to outpatient and physician oncology services. The
broadened definition includes initiatives that control utilization or cost at any Western
Pennsylvania provider, not just UPMC. Also, the new definition does not discriminate on the
method used to achieve the savings but instead focuses on the final result - lower costs.

In addition to addressing the oncology issue in the approved Form A filing, Highmark has
worked diligently to manage oncology care effectively. The Oncology Prior Authorization
Program, a new program in 2014, requires prior authorization of oncology drugs in accordance
with industry best practice protocols, thus ensuring appropriate dosage, number of treatments,
and type of treatment for oncology patients. The program realizes savings by eliminating
unnecessary utilization and encouraging less costly services while maintaining quality through
efficient and effective best practice treatment protocols,
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FACILITY MIX
Highmark Health recognizes the importance of keeping care in the local communities.

The Facility Mix component of IDN Savings measures savings related to shifting facility care to
facilities that provide better value to the patient. In 2014, Highmark Health realized $10 million
in savings for Facility Mix.

In 2014, Highmark added significant enrollment in the CommunityBlue Product, a narrow
network product built around community providers and AHN. The product produces savings by
directing care to high quality and better value providers through a smaller network, which
includes both Allegheny Health Network and community hospitals.

Additionally, Highmark Health has worked proactively to stem the tide of care moving away
from community hospitals by sending AHN physicians into both community hospitals and
independent physician offices with the goal of keeping as much care as possible in the local
communities. The goal of the AHN Community Engagement initiative is to create a partnership
that results in higher quality, integrated care - especially when it is necessary to refer the patient
to a tertiary facility and/or a regional specialist.

Finally, as a result of the affiliation with Highmark, AHN reopened Obsteiric Services at
Jefferson Regional Medical Center (JRMC) in an effort to keep care in the local community,
Prior to the reopening, local residents in need of obstetric care were foreed to make the long
commute into the city of Pittsburgh. All patients in the community, not just Highmark members,
benefit from having a local option for obstetric care.

REIMBURSEMENT

The Reimbursement component of IDN Savings relates to Highmark's ability to manage medical
costs versus the No Transaction scenario where the large provider system in the region beconies
the one monopolistic provider and exerts leverage to influence reimbursement. In 2014,
Highmark Health realized $123 million in savings for Reimbursement.

There are a number of drivers for the $123 million in realized savings in 2014. The largest of
which is the WPAHS Avoided Increase. As mentioned, Highmark IHealth believes WPAHS
would have gone bankrupt and found another suitor, who would have shutdown poor performing
service lines and sold assets that generafed insufficient returns and then demanded a large
increase for the remaining assets. With the IDN affiliation approval, these extra costs were
averted.
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HEALTHIER POPULATION / RIGHT TREATMENT

Both the Healthier Population and Right Treatment components of IDN Savings relate to lower
utilization as a result of more effective and coordinated care management. In 2014, Highmark
Health realized $113 million in savings for Healthier Population, which is specific to inpatient,
and $223 million in savings for Right Treatment, which relates to outpatient and physician
services.

Admittedly, these two components could be affected by the lower utilization trends seen across
the industry in recent years. As aresult, some of the reported IDN Savings may be unrelated to
the IDN. As previously mentioned, Highmark Health addresses this issue by quantifying
Highmark Health IDN initiatives as a compatrison.

Highmark Health has implemented many initiatives aimed at managing inappropriate and
unnecessary utilization. The largest, most ambitious initiative is our patient centered medical
home program {(PCMH), which operates under the name Accountable Care Alliance (ACA) in
Western Pennsylvania. The goal of the ACA. program is to change the financial incentives so
that providers are rewarded for effectively managing the care, resulting in lower cost and higher
quality. Much of this savings is achieved through higher value as providers deliver the right
care, both through keeping patients healthy and through reducing waste.

The Cardiac Management Program includes prior authorization to ensure imaging care is
delivered in a high quality manner with better value.

The Physical Medicine Program controls utilization of outpatient physical therapy, occupational
therapy and chiropractor services by establishing medically sound treatment plans and by
confirming the medical necessity of treatments.

The Radiation Oncology Program manages inappropriate vtilization for radiation oncology
treatment. This program ensures that techniques used to deliver radiation therapy are proven,
medically appropriate, and lead to enhanced quality and value for patients.

The Post-Acute Care Monagement Program manages skilled nursing, rehab, and long term acute
care services for Medicare Advantage members by reviewing and managing courses of treatment
and billing practices. Started on August 1, 2014, the program targets inappropriate care,
inappropriate upcoding of severity, and excessive lengths of stay.

Diamond Care focuses on improving quality and efficiency by AHN and independent
physicians. The program emphasizes standardized clinical protocols and care delivery, including
educating providers on efficient facilities and sites. The bundled payment eliminates providers'
financial incentive to deliver as much care as possible. The result is more standardized care that
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is higher quality and lower cost. While the initial focus has been orthopedies, the plan is to
extend the program to other subspecialties.

Also, several new Highmark medical policy initiatives have eliminated unnecessary utilization.
The Ouitpatient Prior Authorization Program adds a prior authorization requirement to eliminate
unnecessary utilization.

The Advanced lllness Services (41S) Program is available to Highmark's Medicare Advantage
members who are terminally ill. The objective of the program is to bridge the gap between
standard curative medical care and hospice care by addressing the needs of members proactively
and thus avoiding costly crisis and/or acute incidents. Uniquely qualified professionals provide
emotional support, facilitate decision-making, prepare members for effective communication
with physicians, and arrange referrals to community resources.

The Dialysis Pay for Value Program delivers care management for patients with end stage renal
disease (ESRD) with the goal of improving quality of care and reducing complications.

In 2014, Highmark piloted several Medicare Advantage Gain Share Programs for Highmark
Medicare Advantage members attributed to engaged doctors. The programs focused on lowering
claim costs throngh more efficient and effective treatment in addition to the eliminating STARS
gaps. The increased STARS ratings and lower medical loss ratios in 2014 are a testament to the
success of the program, resulting in improved quality and reduced costs. The considerable effort
by AHN and community physicians fo close the identified gaps in care was a significant reason
Highmark achieved STARS ratings of 4.0 or greater. As a result, Highmark is eligible for
additional revenue from CMS in 2016, which will benefit Highmark Medicare Advantage
meémbers in the form of lower premiums.

Finally, AHN's Community Care Network (CCN) Health Coaching Program trains
undergraduate pre-med students to be health coaches for high risk community members. The
program has been expanded to train nursing students, EMTs and even members of the
community to be coaches. The coaches reach out to certain high risk members in their homes in
order to establish a personal connection, understand their issues and living conditions and then
coach them on how to improve their care and quality of life.
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RIGHT SETTING

The current health care paradigm incents providers to deliver care in more costly settings, such
as mpatient instead of outpatient or outpatient instead of the physician's office. Not only does
this make insurance more expensive, but also patients must pay more cost sharing as a result of
the higher bill. The Right Setting component of IDN Savings relates to providing care in settings
that provide better value without sacrificing quality. In 2014, Highmark Health realized

$33 million in savings for Right Setting.

Some of the Right Treatment initiatives already mentioned also have some effect on Right
Sefting, including the Accountable Care Alliance PCPM program, Post-Acute Care Management
Program, Advanced lllness, and Dialysis Pay For Value. Additionally, there are a few other
inifiatives that target the appropriate setting for care to be delivered.

As mentioned with Oncology, some hospitals have been maximizing revenue by acquiring
physician groups and then changing the billing from physician-based CMS 1500 forms to the
facility-based UB-04 forms in order to extract higher reimbursement from insurance companies.
This change in billing practice, with no change in care delivery, results in a significant burden on
the heaith care financing system and ultimately on consumers, who pay higher cost sharing and
ultimately higher premiums. AHN has decided to buck this trend by intentionally using the
Physician Billing Forms for new facilities such as the Wexford Medical Mall {which opened in
October 2014) and Monroeville Surgery Center (which opened in October 2013). Further, AHN
has consciously chosen to shift care from more expensive facility outpatient seitings to these new
freestanding settings that provide better value. This has resulted in lower claim costs and lower
cost sharing for AHN patients,

With the Outpatient Joint Replacement Program, which began in 2014, AHN became the first
provider system in the region to offer hip replacement surgery in an outpatient setting, where it is
almost half the cost. Highmark Health considers this a step in the right direction and expects
more services to transition to the outpatient setting, which is better for the patient in terms of
experience, quality, and cost.

Unfortunately, with today's health care paradigm, EMS providers are compensated only if they
deliver a patient to an emergency room. Highmark Health is working to bring the national trend
of Mobile Integrated Healthcare to Western Pennsylvania through a pilot with the paramedic
unit at Allegheny Valley Hospital (AVH). The EMS providers redirect care that would have
otherwise inappropriately entered emergency rooms and facilities as readmissions by proactively
engaging members to ensure they are able to get to the most appropriate setting for care.
Currently, the pilot is funded by seed money. Highmark Health is working to solve the
reimbursement issue and hopes to expand the pilot to other EMS providers.
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OTHER - PRESCRIPTION DRUG

The Other component of IDN Savings relates to prescription drug spend. In 2014, this
component was an $88 million expense.

The primary driver behind the poor results is the emergence of the Hepatitis C drug Sovaldi as
well as compound drugs, neither of which was included in the baseline costs from the approved
Form A filing.

On the other hand, Highmark has implemented several initiatives that have mitigated the costs,
including two initiatives to encourage members to make choices that provide better value.

A member's copayment for a prescription drug depends on the benefit tier into which the drug is
classified. Highmark's Progressive Formulary has a preferred tier of generic equivalents

(a generic with the same chemical composition as the brand) and, where available, generic
alternatives (a generic with a different chemical composition as the brand). Optimum Plan
Designs encourage members to use drugs in the preferred tier through more appropriate
copayment relationships by tier.

Finally, the Compound Drugs Payment Policy focuses on the recent growth in compound drug
spend. A pharmacist creates a compound drug by mixing two or more drug ingredients to make
a new customized drug that may or may not differ in strength, inactive ingredients, or form from
existing standardized medications. Highmark has concerns about quality when a pharmacist is
creating customized mixes that may not be an FDA-approved form or dosage. While there are
some valid uses, compound drugs are susceptible to overutilization because the reimbursement is
significantly higher than standardized prescription drugs. This initiative seeks to curb the
excessive utilization by enforcing medical necessity of a custoinized mix over the standard form.
Highmark Health assumes none of the savings relates to the IDN.

NOT CLASSIFIED

Finally, there are several activities that do not fit into any of the IDN Savings components but
provide significant value to Highmark Healih,

First, Highmark and AHN realized administrative savings by moving some administrative
functions to Highmark Health, the parent entity and streamline and simplifying administrative
processes. For some functions, such as Internal Audit, Compliance, and Treasury, the
centralized area is more cost effective. For other functions, such as Tax and Actuarial Services,
the centralized area provides more sophisticated support than previously available. Finally, for
some functions, such as Procurement, the centralized area is able to achieve greater enterprise
savings through economies of scale.

Second, Highmark Health and AHN have invested in EPIC, a system that enables creation,
storage, and sharing of electronic medical records for care delivery and population health
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management. While 2014 is tco soon to see savings, Highmark Health expects that EPIC will
enhance the savings already seen in other programs, including the 4CA PCMH and the Medicare
Advantage Gain Shares. This is the type of investment that helps make the long term IDN
savings goals achievable.

Finally, Highmark Health has expanded affordable access to care in the communities through
initiatives like telemedicine, a recently opened urgent care center in Braddock, and adding
obstetric services at Jefferson Regional Medical Center.

CONCLUSION

Highmarlk Health is trying to change the health care paradigm, moving from a reimbursement
structure that rewards volumes to one that rewards outcomes and keeps care in local
communities. As the results for 2014 demonstrate, the IDN strategy is working. Highmark
Health’s IDN initiatives are designed to improve quality and provide better value to Highmark
members, AHN patients, and the whole community. The key fo success is engaged providers,
not just at AHN but also among community providers. AHN has led the way in the provider
community in embracing this change. As a result, Highmark Health has been able to partner
with community providers, who are a critical part of the IDN strategy, fo deliver IDN Savings.
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IDN Savings Report
Period Hauding 12/31/14

CALENDAR YEAR 2014

NOTE: All savings are presented as negative numbers. Dollars are in millions.

CUMULATIVE SINCE 2013
Benchmark Actual  Difference Benchmark Actual Difference

DN SAVINGS PMEM

(1} Oncology ($5.85) ($2.70)

(2)  Facility Mix ($0.74) {50.51)

(3} Reimbursement {$9.37) (85.24)

(4) Healthier Population ($8.57) (54.73)

(5) Right Setting (52.50) (30.85)

(6) Right Treatment ($16.99 (31125

(7} Other Savings $6.67 $3.62
Utilization Shift ([1] to [3]) $2.57 (315.96)  ($18.53) $1.24 ($8.45) ($9.69)
DN Implementation ([4] to [7]) ($2.19) (52134 (S12.14) (3443) (81321 (38.78)
TOTAL SAVINGS (§6.63)  (83730)  ($30.67) (3319)  (521.66)  ($18.47)
EDN SAVIN GS in n'?'?'_fliorjz}s") %

(1) Qncology ($77) (373)

(2} Facility Mix (510 ($14)

{3) Reiimbursement {3123 (5142)

(4) Healihier Population {$113) {5128)

(3) Right Setting {332) ($23)

(6; Right Treatment ($223) (§306)

(7} Other Savings 588 $98
Utilization Shift ([1] to [3]) $35 (32103 (5245) $35 (5230) ($265)
IDN Implementation ([4] to [7]) - ($i26) (281) ($153) (3126) ($359) ($233)
TOTALSAVINGS (391)  (B490)  (5400) (S91)  (5588)  ($498),
SAVINGS 10 A FAMILY OF FOUR
PMPM Savings x 4 Members x 12 Months  (53,075) -
Savings as a percent (16.7%)
FACILETY COST SAVINGS
Inpatient Cost (10.1%4)
Outpatient Cost (11.4%)
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Exhibit 2

1580 Liberty Ridge Drive
Suite 200

Wayne, PA {9087-6672
LigA

Tel  +1 810687 3644
Fax +1 610 687 4236

April 30, 2015

millimancom

Mr. David Berry

Vice Prasldent, Actuarial Services
Highmark Health

1800 Center Street

Building 1A~ Level 3

Camp Hill, PA 17011-1702

Re:  Highmark Health's Methodology for Quantifying 2014 DN Savings
Dear Dave,
Purpose

In an accompanying document, Highmark Health has submitted #s report for calendar year 2014 to
comply with Condition 19 of the Pennsylvania Insurance Department’s Approving Determination and
Order ID-RC-13-06 {“Approving Ovder” or “the Order”) in which Highmark Health is required to fife
annually several measures for Actual IDN savings relative to savings benchmarks detafled in Appendix 3
of the Approving Crder, which came fram the initial Form A filing.

As required by Condition 19 of the Appmving Order, Highmark-Health has requested that Milliman
review its quantification of savings and the methodology for measuring and reporting IDN Savings and
opine as to the reasonableness of the methodologies used for quantifying the savings and the related
explanation of varfances. The purpose of this leiter is to provide our opinion of the reasonableness of

such methodologies.
Opinfon

I my opinion, the methodofogies used for quantifying the calendar year 2014 IDN savings are
reasonable.

The reporting of savings is consistent with the methodology as previously provided to the PA Insurance
Department {PID}, except as specifically described in the accompanying report,

I have also reviewed the related explanations of vartance and find them to he reasonable.

Offices in Principal Cilies Worldwide .
41KHW1E 04/30G/2015
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Mr. David Berry
April 30, 2015
Page 2

In addition, although not required by the order, Highmark Health’s second approach for quantifying
specific relevant initiatives related to camponents of the IDN Savings as a way to validate the reported

resulis is reasonable,

We did nat review the davelopment of the savings targets, which amounts are described the Order. We
do not have an opinion on the achievability of such savings,

Discussion of Milliman’s Review of Highmark Heultl's Methaodology

We have reviewed the following documents provided to Milliman by Highmark Health:
1. Cendition 19 of the Order: “Meating IDN Savings Behchmarks.”
2. Methodelogy for Calculating 1DN Savings
3. IDN Savings Report for Calendar Year 2014

4. An Excel file showing development of the PMPMs for each Segment, for the benchmarks and
the actual PMPMs for 2014, including the differences.

Milliman reviewed the calculations of the allocations of experience into the measurement categories
and found them consistent with the description inthe methodology description.

There may be more than one reasonable way to allocate the overall savings results, and any such
method depends on the avalfability of data. in assessing the cause of actual results, it may not be
possible to specifically determine the impact of each of muitiple interventions. However, the overali
savings are a functfon of actual measurable financial results. The allocation to each category is
explanatory only, and the methods employed by Highmark Health to assign the results to categories are

reasonable.

tdentification

I, John P. {Jack) Burke, am a Principal and Consulting Actuary employed by Milliman. 1am a Fellow in the
Society of Actuaries and a Member of the American Academy of Actuaries. | am qualified and meet the
Academy’s requirements to provide the actuarial opinion set forth in this letter.

Caveats and Limitations

The intended use of this opinion is for Highmark Health to provide to the Pennsylvania Insurance
Department for the purpose of evaluating the reasonableness of Highmark Health’s methodologles used

MILLIMAN
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for the quantification of savings as described hereln. Our analysis and results may not be appropriate
far any other use.

In performing this analysis, we relied on data and other information provided by Highmark Heafth, We
have not audited or verified this data and other information. If the underlying data or information is
inaccurate or incomplete, the results of our analysis may Bkewise be Inaccurate or incomplete. We
performed a limited review of the data used directly in our analysis for reasonablenass and cansistency
and have not found materfal defects in the data, if there are material defects in the data, it is possible
that they would be uncovered by a detailed, systematic review and comparison of the data to search for
data values that are questionable or for relationships that are materially inconsistent. Such a review was
bayond the scope of our assighment,

It is certain that actual experience will not conform exactly to the assumptions used In this analysis.
Actual results will differ from projected amounts to the extent that actual experfence deviates from the

assumypiions used in the projection.

This analysis has been prepared solely for the internal business use of and is only to be relied upon by
the management of Highmark Health. No portion of this report may e provided to any other party
without Milliman's prior written consent. Milliman hereby gives permission to share with the
Pennsylvania Insurance Department (PID} and the professionals engaged hy the PID to review Highmark
Health’s methodology, Milliman does not intend to benefit or create a legal duty to any third party

recipient of its work,

Sincerely,

I

y 2 Vvl
lohn P, Burke, FSA, MAAA
Principal and Consulting Actuary

IPB/go

MILLIMAN
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