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July 13, 2018

Pennsylvania Insurance Department
1311 Strawberry Square
Harrisburg, PA 17120

Re: Actuarial Memorandum — Pennsylvania — Pennsylvania Health & Wellness, Inc. —
Individual Rate Filing, Effective January 1, 2019
Ms. Altman,

This filing includes Pennsylvania Health & Wellness, Inc. (PHW)'s Individual Market rates and
supporting documentation for rates effective January 1, 2019.

Below you may find the requested company information, in response to the guidance sent to
PHW on February 26, 2018.

Requested Company Information

1. Company Name & NAIC number: Pennsylvania Health & Wellness, Inc.; NAIC #16041
2. Market (Individual or Small Group): Individual

3. On or Off Exchange: On Exchange

4. Effective date of coverage: January 1, 2019

5. Average rate change requested: N/A

6. Range of rate change requested: N/A

7. Total additional annual revenue generated from the proposed rate change: $43,793,959;
Note that this is an initial filing, so this value represents total projected revenue.

8. Product(s) (Indemnity, HMO, POS (HMOs only), PPO, or EPO): HMO

9. Rating Areas and any changes from 2018: Rating Area 8; This is a new filing so there are
no changes from 2018.

10. Metal Levels and Catastrophic Plans: Gold, Silver, Bronze

11. Current number of covered lives and of policyholders as of February 1, 2018 as shown in
Cell V15 of Table 10: 0

12. Number of plans offered in 2019 and the change this represents from 2018: There are 5
plans offered in 2019. This is a new filing. There were no plans offered in 2018.

Milliman
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13. Corresponding contract form number, SERFF and Binder ID numbers: Form: CECO-
131500543; SERFF: CECO-131500564; Binder: CECO-PA19-125082675

14. HIOS Issuer ID number and submission tracking number: HIOS Issuer ID number: 86199;
Submission tracking number: 86199-1230340883195423771

Milliman



Rate Change Summary

Pennsylvania Health & Wellness, Inc. — Individual Plans

Rate request filing ID # CECO-131500564 - This document is prepared by the insurance
company submitting the rate filing as a consumer tool to help explain the rate filing. It is not
intended to describe or include all factors or information considered in the review process. For

more information, see the filing at

http://www.insurance.pa.gov/Consumers/ACARelatedFilings/

Overview

Initial requested average rate change:
Revised requested average rate change:
Range of requested rate change:
Effective date:

People impacted:

Available in:

Key information

Jan. 2017-Dec. 2017 financial experience

N/A?
N/A?
N/A

January 1, 2019

6,511 (Projected 2019)

Rating Area 8

Premiums N/A
Claims N/A
Administrative expenses N/A
Taxes & fees N/A
Company made (after taxes) N/A

The company expects its annual medical costs to increase N/A.

Explanation of requested rate change

How it plans to spend your premium
This is how the insurance company plans
to spend the premium it collects in 2019:

Claims: 81.3%
Administrative: 8.6 %
Taxes & fees: 6.2 %
Profit: 3.9%

This is a new filing. Therefore, there is no rate change to report. Rate change values and financial

experience have been populated with N/A.

1 Note that insurers will have the opportunity to revise their rate change request in July, after they are scheduled to receive
updated information about the impact of a federal program called risk adjustment. This document will be updated accordingly

at that time.
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Completeness and Redaction Justification Checklist
Issuer Name: Pennsylvania Health & Wellness, Inc.
Market: Individual

SERFF ID: CECO-131500564
Redaction Justification
L. Completed
TOC# Description (Mark :Iith "x") Redacted Page #in | Justification submitted
(Y/N) Public PDF (Y/NA)
Federal Documents Required to Be Filed with PID

RFJ Part | - Unified Rate Review Template X

RFJ Part Il — Consumer Friendly Justification X
A.2.

RFJ Part Il — Actuarial Memorandum X

Federal Rates Template X
Summary Documents/Confirmation of HIOS & SERFF Submissions
A.2.B. HIOS Submission X
A.2.C. SERFF Submission X
A.2.D. SERFF Rate/Rule Schedule Tab X
B. Cover Letter & PA Bulletin Information X
C. Rate Change Request Summary X

PA Actuarial Memorandum and Rate Exhibits

46; 56; 58;
76-77;79;
87;99; 103;
106

D.1.A. Company Information X N
D.1.B. Rate History & Proposed Variation in Rate Changes X N
D.1.C. Average Rate Change X N
D.LD. Membership Count X N
PA Act. Exhibits Table 1 X N
D.1.E. Benefit Changes X N
D.AE. Experience Period Claims & Premium X N
PA Act. Exhibits Table 2 X N
DAG Credibility of Data X N
PA Act. Exhibits Tables 2b, 3b, 4b (if applicable) X N
D.LH. Trend Identification X N
PA Act. Exhibits Table 3 X N
DAL Historical Experience X N
PA Act. Exhibits Table 4 X N
DA Development of PAIR, MAIR and Total Allowed Claims X Y
PA Act. Exhibits Table 5 X N
D.2.B. Retention Items X Y
PA Act. Exhibits Table 6 X N
D2.C. Normalized Market-Adjusted Projected Allowed Total Claims X N
PA Act. Exhibits Table 7 X N
Components of Rate Change X N
D.2.D. PA Act. Exhibits Table 8 X N
PA Act. Exhibits Table 9 X N
D3. Plan Rate Development X N
PA Act. Exhibits Table 10 X N
DA. Plan Premium Development for 21-Year-Old Non-Tobacco User X N
PA Act. Exhibits Table 11 X N
DS.A. Age and Tobacco Factors X N
PA Act. Exhibits Table 12 X N
D.5.B. Geographic Factors X N
PA Act. Exhibits Table 13 X N
D5.C. Network Factors X N
PA Act. Exhibits Table 14 X N
D.5.D. Service Area Composition X N
D.5.E. Composite Rating X N
D.6. Actuarial Certifications X Y 22;24 Y
Additional Exhibits
£ Department Plan Design Summary & Rate Tables X N
Service Area Map X N
Redaction Justification (must be submitted if any information is redacted) X Y




REDACTION JUSTIFICATION

The following is a list of items that will be redacted from Pennsylvania Health and
Wellness, Inc.’s rate filing, in accordance with the 2019 ACA-Compliant Health
Insurance Rate Filing Guidance, released by the Pennsylvania Insurance Department
on March 13, 2018.

Pennsylvania Actuarial Memorandum

Projected Risk Adjustment Transfers (pages 11, 13) [Statements specifying a
company’s anticipated risk level in relation to the state average risk level]
State average premium assumption (page 12) [Statements specifying a
company’s anticipated risk level in relation to the state average risk level]
Information on broker commissions (page 17) [Commission schedules]
Name of opining actuary (pages 22, 24) [Opining actuary’s name]

Part |ll — Federal Actuarial Memorandum

Company Contact Information (pages 46, 76, 106) [Opining actuary’s name]

0 Name, Telephone Number, and Email Address
Projected Risk Adjustment Transfers (pages 56, 58, 87) [Statements specifying a
company’s anticipated risk level in relation to the state average risk level]
State average premium assumption (page 56) [Statements specifying a
company’s anticipated risk level in relation to the state average risk level]
Name of opining actuary (pages 77, 79) [Opining actuary’s name]
AV Calculator Screenshots (page 99) [AV Screenshots]
Sample Producer Agreement (page 103) [Specific provider contracting
information]



Pennsylvania Actuarial Memorandum
[Redacted]
Pennsylvania Health and Wellness, Inc.

Annual Individual Health Rate Filing

Effective January 1, 2019
Forms: 86199PA001
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1.

Basic Information and Data

. Company Information

Please see Table 0, “Identifying Information” for the requested company identifying
information.

. Rate History and Proposed Variation in Rate Changes

Not applicable. This is a new filing, thus there is no rate history or rate changes.

. Average Rate Change

Not applicable. This is a new filing, thus there are no rate changes.

. Membership Count

Please see Table 1, “Number of Members” for the average age, age breakdown, and
total number of members for the projection period. Note that this is a new filing, so there
is no experience period or current membership to report.

. Benefit Changes

Not applicable. This is a new filing.

Experience Period Claims and Premiums

Pennsylvania Health & Wellness, Inc. (PHW) does not have 2017 experience, as this is
a new filing. Table 2, “Experience Period Claims and Premiums” has been intentionally
left blank.

. Credibility of Data

PHW does not have 2017 experience, as this is a new filing. The rates in the filing are
fully based on manual data.

Manual Experience Basis

The manual rate development is based on the Milliman Managed Care Rating Model
(MCRM) and the companion Milliman Health Cost Guidelines (HCGs), and
consideration of relevant QHP experience in other states. The MCRM includes several
adjustments from the HCGs to be consistent with and appropriate for the expected
individual population that will be enrolled, including morbidity, geographic area utilization
relativities, expected provider reimbursement, and utilization management programs.



The HCGs provide a flexible but consistent basis for the determination of claim costs for
a wide variety of health benefit plans. These rating structures are used to anticipate
future claim levels, evaluate past experience, and establish interrelationships between
different health coverage levels.

The Milliman HCGs are developed as a result of Milliman’s continuing research on
health care costs. They were first developed in 1954 and have been updated and
expanded annually since then. These guidelines are continually monitored as we use
them in measuring the experience or evaluating the rates of our clients and as we
compare them to other data sources.

The HCGs are a cooperative effort of all Milliman health actuaries and represent a
combination of their experience, research, and judgment. An extensive amount of data
is used in developing these guidelines including published and unpublished data. In
most instances, cost assumptions are based on our evaluation of several data sources
and, therefore, are not specifically attributable to a single source. Since these guidelines
are a proprietary document of Milliman, they are only available for release to specific
clients that lease these guidelines and to Milliman consulting health actuaries.

Market-wide rates were developed based on the adjusted MCRM (see “Adjustments
Made to the Data” below for more detail on these adjustments). We used the HCGs to
estimate the value of cost-sharing and relative utilization of services for each plan and
to inform rating factors.

Manual Morbidity Basis

Composite morbidity factors are used to adjust the Milliman Managed Care Rating
Model (MCRM) from the large employer group basis of the HCGs to the projected
morbidity of PHW’s membership in 2019.

The morbidity for PHW's 2019 membership is assumed to equal the projected morbidity
for the Pennsylvania single risk pool times the morbidity of PHW's membership relative
to the single risk pool.

We estimated historical single risk pool morbidity by comparing historical risk
adjustment results for the Pennsylvania individual market versus the employer group
population underlying the HCGs, controlling for risk score differences attributable to
non-morbidity factors (e.g. demographics and plan mix). We then projected this
historical morbidity snapshot forward to account for risk pool deterioration in reaction to
the elimination of the individual mandate.

The relative morbidity assumption used for projecting claims reflects PHW’s
expectations regarding the morbidity of its 2019 membership relative to the single risk
pool, and is consistent with the relative morbidity assumption used to estimate PHW’s
risk transfer payment/receivable.



Adjustments Made to the Data:

The following adjustments were made to calibrate the pricing model to the expected
population:

- Rating region

- Expected demographics

- Expected morbidity

- Cost trend and provider reimbursement

- Expected utilization management savings

- Utilization trend

- Consideration of relevant QHP experience

- Benefit plan designs and expected cost-sharing

The adjustments, which are discussed above, are appropriate and necessary to reflect
the anticipated population, region, provider network, and benefits anticipated for the
2019 single risk pool.

Table 2b, “Manual Experience Period Claims and Premiums” has been populated with
aggregate values based on the manual data used in the rate calculation, before
projection factors from 2017 to 2019 were applied. Table 3b, “Manual Trend
Components” shows the adjustments made to the manual data. Table 4b, “Historical
Manual Experience” has been populated with the manual data used in the rate
calculation.

Manual trends were set based on a review of Milliman’s Health Cost Guidelines trend
ranges, PBM drug trends, other relevant sources, and PHW'’s risk tolerance. Therefore
there is no monthly manual experience data to display in Table 4b, “Historical Manual
Experience”. The values shown there are for illustrative purposes only.

. Trend ldentification

This filing is fully based on manual data, and thus has no experience to trend forward.
Table 3 “Trend Components” has been intentionally left blank.

Historical Experience

PHW does not have 2017 experience, as this is a new filing. Table 4, “Historical
Experience” has been intentionally left blank.



2.

Rate Development and Change

a. Development of Projected Index Rate, Market-Adjusted Index Rate, and Total

Allowed Claims

Please see Table 5 for the development of the Projected Index Rate. Appendix 24.1
shows the development of the single risk pool adjustment factors.

Total Allowed Claims

Section 1g describes the process for how the Projected Total Allowed Claims were
developed.

Projected Risk Adjustments PMPM:

The Projected Risk Adjustment Transfer PMPM |l is shown on Worksheet 1,
Section lIl. This amount is net of the 2019 Risk Adjustment User Fee of $0.15 PMPM
(0.02% of premium). Appendix 14.1 shows how the anticipated risk adjustment transfer
revenue is applied to the Index Rate in the development of the Market Adjusted Index
Rate. Appendix 9.1 shows quantitative support for PHW'’s projected 2019 risk
adjustment liability.

The risk adjustment transfer calculations are based on the risk adjustment transfer
formula, as provided in the Federal Register Volume 78 Number 47, and displayed
below.

T. — [ PLRS;XIDF;XGCF; AV iXARF;XIDF;XGCF; ] 13
L |3(s;XPLRS;XIDF;XGCF;)  Yi(s;XxAV;XARF;XIDF;xGCF;)] " $

Where:
Ps = state average premium;
PLRS; = plan i’s plan liability risk score;
AV,=plan i’s metal level AV;
ARF;= plan i‘s allowable rating factor;
IDF; = plan i’s induced demand factor;

GCF; = plan i’s geographic cost factor;

si = plan i’s share of state enrollment as measured in member months;



and the denominator is summed across all plans in the risk pool in the market in the
state.

We project the portfolio average for each factor in the risk adjustment transfer formula
using a combination of (i) the state’s actual historical risk adjustment factors adjusted to
the projected population and (ii) adjustments for market and risk adjustment program
changes. The resulting aggregate payment or receivable is then proportionally allocated
to all plans in the portfolio.

For the purpose of our modeling, each of these factors was approximated as follows.

P: The state average premium was assumed to be approximately _ (net of
the 14% administrative cost carve out).

PLRS: The statewide average risk score is projected based on the average PLRS of the
single risk pool in 2016, as reported by the U.S. Department of Health and Human
Services (HHS), adjusted for projected changes in the demographics, morbidity, and
plan mix of the single risk pool from 2016 to 2019.

The average risk score for PHW’s membership is projected by adjusting the projected
single risk pool average risk score for risk score differences associated with
demographic, plan mix, and morbidity differences between the two populations.

HHS’s proposed HCC model and coefficient changes for 2018 and 2019 (including
partial year adjustment factors, prescription drug condition categories, and model
recalibration) were considered in the development of the projected risk adjustment
transfer. The demographic, plan mix, and morbidity assumptions supporting the
projected statewide and PHW risk score projections are consistent with the
demographic, plan mix, and morbidity assumptions used to project claims costs.

IDF: The statewide average IDF is projected based on the average IDF of the single risk
pool in 2016, as reported by HHS.

The average IDF for PHW is projected by applying the induced demand factors from the
market reform rule published in the March 11, 2013 Federal Register, page 15433,
Table 11 to PHW'’s projected population. The formula recognizes the following IDF
factors by metallic tier: Bronze 1.00, Silver 1.03, Gold 1.08 and Platinum 1.15.

AV: The statewide average actuarial value (AV) is projected based on the average
metal level AV of the single risk pool in 2016, as reported by HHS.

The average AV for PHW is projected by applying the metal level AV factors from the
market reform rule published in the March 11, 2013 Federal Register, page 15433,
Table 9 to PHW’s projected population. The formula recognizes the following AV values
by metallic tier: Bronze 0.60, Silver 0.70, Gold 0.80, and Platinum 0.90.



ARF: As stated in the March 11, 2013 Federal Register, page 15433, the allowable
rating factor (ARF) adjustment accounts only for age rating.

The statewide average ARF is projected based on the average ARF of the single risk
pool in 2016, as reported by HHS, adjusted for projected changes in the demographics
of the single risk pool from 2016 to 2019.

The average ARF for PHW is projected by applying the proposed 2019 HHS age rating
factors to PHW’s projected population. An equal distribution across ages within each
age band was assumed.

GCF: The average GCF for PHW relative to the statewide average was modeled based
on historical GCFs by rating area, any anticipated changes in these GCFs over time,
and PHW’s projected enroliment by rating area.

Based on the 2019 Notice of Benefit and Payment Parameters (NBPP), we have also
modeled a net risk adjustment transfer for 2019 attributable to the high cost risk pooling
program. We modeled this as the combination of a receivable, based on the attachment
point and coinsurance (as outlined in the 2019 NBPP), and an assessment, based as a
percentage of premium.

Outliers were reflected in our calculations to the extent that outliers are reflected in
historical risk scores used as the starting point of the 2019 risk transfer projection and
via the calculation of the net High Risk Pool receivable or payment. Otherwise, there
were no “potential outlier assumptions” that would have an impact on transfers.

The risk adjustment transfer amounts || i shown on Worksheet 1 of the URRT
are the actual PMPM amounts expected in the projection period. The risk adjustment
transfer amount applied to the Index Rate in the development of the Market Adjusted
Index Rate is on an allowed claims basis, as the Index Rate is on an allowed claims
basis.

The demographic, plan mix, and morbidity assumptions supporting the risk transfer
projection are consistent with the demographic, plan mix, and morbidity assumptions
used to project claims costs.

Projected ACA Reinsurance Recoveries Net of Reinsurance Premium (Individual
Market and Combined Markets Only):

The Federal Transitional Reinsurance Program ended with the 2016 benefit year. This
field has been populated with “0” in the URRT for the 2019 plan year.



Projected Index Rate

PHW did not offer products in 2017, so the Index Rate for the Experience Period does
not apply.

The Index Rate for the Projection Period ($464.95) (calendar year 2019) is reflected in
Worksheet 1, Section Il of the URRT. It was developed following the specifications of
45 CFR part 156.80(d)(1). The Index Rate for the Projection Period represents the
estimated total combined projected allowed claims PMPM for Essential Health Benefits
(EHB) for calendar year 2019 and has not been adjusted for payments and charges
under the risk adjustment program or for Exchange user fees. There is no difference
between the total allowed claims PMPM and the Index Rate, as the benefits are 100%
EHB. Pediatric dental is excluded in the benefit package since this will be offered
through a stand-alone plan on the Exchange. The Index Rate for the Projection Period
was calculated based on the methodology discussed in Section 1g above and does not
include benefits in excess of the EHBs. The Index Rate for the Projection Period will
remain unchanged until a renewal filing effective January 1, 2020.

The development of the Index Rate for the Projection Period is shown in Worksheet 1,
Section II. This reflects:

e The 12-month projection period shown in Worksheet 1, Section Il

e The anticipated claim level of the projection period with respect to trend, benefits,
and demographics

e The experience of all policies expected to be in the single risk pool (with
necessary adjustments)

Appendix 13.1 demonstrates the calculation of the Projected Index Rate by blending the
Experience Period Index Rate with the Credibility Manual Index Rate, as applicable.

Market-Adjusted Index Rate

The Index Rate for the Projection Period is adjusted to arrive at the Market Adjusted
Index Rate ($646.75) based on the following, as outlined in 45 CFR 156.80(d):

e Adjustment for the Risk Adjustment Program
e Exchange user fee adjustment

The risk adjustment estimation process is described above. Since the Index Rate is on
an allowed claims basis, the market-level adjustments are done on an allowed basis.

The net Exchange user fee adjustment applied to premium rates is 3.50% of premium.
This is based on weighting the expected distribution of issuer enrollment sold through



the Exchange and sold outside of the Exchange. Per the 2019 final benefit and payment
parameters, the Exchange user fee is 3.50% of premium for members purchasing
coverage via the Exchange, and there is no Exchange fee for members enrolling in
coverage outside of the Exchange. We assumed 100% of members would enroll
through the Exchange and 0% would enroll outside of the Exchange. On Appendix 14.1,
the user fee is shown on an allowed basis as a multiplicative factor, and this factor is
1.043.

No adjustment was made for reinsurance. The Federal Transitional Reinsurance
Program ended in 2016 and will not be in effect during 2019.

Similar to the Index Rate, the Market Adjusted Index Rate reflects the area and
demographic characteristics of the single risk pool. The Market Adjusted Index Rate is
not calibrated.

Appendix 14.1 shows the development of the Market Adjusted Index Rate. Appendix
14.2 provides additional support for the development of the net risk adjustment transfer
and exchange user fee factors shown on Appendix 14.1.

Plan-Adjusted Index Rate

The Plan Adjusted Index Rate ($640.54) is included in Worksheet 2, Section IV of the
URRT. The Plan Adjusted Index Rate is the Market Adjusted Index Rate adjusted for
only the following allowable adjustments, where applicable, as outlined in 45 CFR
156.80(d):

e The actuarial value and cost-sharing design of the plan

o The CMS Actuarial Value Calculator was used to determine the AV metal
value for each plan.

0 The actuarial value and cost-sharing pricing adjustment was developed
using the Milliman Managed Care Rating Model (MCRM), calibrated to the
expected population as described above. Relativities between plans are
based on the differences in cost and utilization for varying levels of cost-
sharing. This adjustment does not reflect differences due to health status.
When projecting plan rating factors, the pricing model assumes the same
demographic and risk characteristics for each plan priced, thereby
excluding expected differences in the morbidity of members assumed to
select the plan.

o0 The actuarial and cost-sharing pricing adjustment reflects full plan liability
for CSR subsidies. CSR costs are reflected as a uniform percentage load
applied to each silver ACA-compliant plan (both those sold through the
Exchange and those sold outside of the Exchange).
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e The plan’s provider network, delivery system characteristics, and utilization
management adjustment practices.

0 Not applicable. All plans have the same provider network.
e Benefits provided under the plan that are in addition to the EHBs.
o There are no non-EHBs for this rate filing.

e Administrative costs, excluding the Exchange user fees (which are already
accounted for in the Market Adjusted Index Rate).

o The administrative costs ($55.24) are discussed further in Section 2b.

o0 The development of the administrative costs excluding exchange user
fees factor is shown in Appendix 15.2.

There are no catastrophic plans being offered, so there is no eligibility adjustment made
for catastrophic plan enroliment.

Administrative costs and other benefits (non-EHB) common to all plans are added to the
Market Adjusted Index Rate. Then, factors for actuarial value and cost-sharing and non-
EHBs by plan are applied to reach the Plan Adjusted Index Rate for each plan.

The development and values of the Plan Adjusted Index Rates are shown in Appendix
15.1.

The Plan Adjusted Index Rate reflects the average demographic characteristics of the
single risk pool and is not calibrated.

On Worksheet 2, Section lll, the Plan Adjusted Index Rate of the Experience Period is
set to zero as there is no reported experience.

Inclusion of Capitation Payments

Capitated payments for services are accounted for through a PMPM allocation to
claims, where the average capitation amount replaces the projected claims amount.

. Retention Items

Please see Table 6, “Retention” for the retention items. Combined with margin and
contingency from Table 10, “Plan Rates”, this represents the total administrative
expenses and taxes and fees. Profit, margin, and administrative expenses do not vary
by plan.
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Administrative Expense Load:

The administrative expense load ($49.66; 7.75% of Premium) was provided by PHW.
This allowance is based on the projected enrollment and is estimated to appropriately
cover expenses for overhead, operations, sales, and marketing expenses.

There is an additional amount to cover approved quality improvement expenses ($3.58)
and provider incentive payments ($2.00).

The administrative expenses are allocated proportionally by plan on a constant
percentage of premium basis.

Profit (or Contribution to Surplus) & Risk Margin:

This load ($25.03; 3.91% of Premium) was applied proportionally to all products and
plans and can be found in Appendix 10.1.

Taxes and Fees:

The taxes and fees ($39.62) which may be subtracted from premiums for purposes of
calculating the MLR are listed in Appendix 10.1.

The Risk Adjustment User Fee ($0.15) is netted out of the risk adjustment transfer
amount. This value is not included as part of Taxes and Fees on Worksheet 1, Section
[l of the URRT.

See above for discussion on how the Exchange user fee is calculated and applied to the
Market Adjusted Index Rate.

Note that the taxes and fees ($17.20; 2.69% of Premium) shown in Table 6 account for
only PCORI fees ($0.00), the PA Premium Tax and State Income Tax ($10.48), and
Federal Income Tax ($6.73), all of which can be found in Appendix 10.1.

Broker Commissions:

A sample producer agreement has been included in Appendix 24.2.

12



Loss Ratio:

The projected medical loss ratio (MLR) as prescribed by 45 CFR 158 is 87.6%. The
projected MLR reflects the projection year single risk pool experience, rather than the
three-year combined period that is used for determining MLR rebates. There was no
credibility adjustment applied to the projected MLR. Including a credibility adjustment
would only increase the projected MLR, which already satisfies the MLR requirement.
See Appendix 11.1 for the calculation for the projected federal medical loss ratio.

. Normalized Market-Adjusted Projected Allowed Total Claims

Normalization factors are shown in Table 7, “Normalized Market-Adjusted Projected
Allowed Total Claims”. Rates were normalized for age, geography, tobacco usage, and
benefit richness.

The development of the average age factor (1.731) may be found in Appendix 16.2.

The development of the average geography factor (1.000) may be found in Appendix
16.3.

The development of the average tobacco usage factor (1.004) may be found in
Appendix 16.4.

The development of the average benefit richness factor (1.007) may be found in
Appendix 24.3.

PHW operates in a single network. There are no network differences, and thus the
network factor is 1.000.

Since this filing is new in 2019, factors for 2018 were intentionally left blank.

. Components of Rate Change
Since this is a new filing, there is no rate change. All 2018 values in Table 8,

“Components of Rate Change” and Table 9, “Year-over-Year Data to Support Table 8”
were intentionally left blank.
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3. Plan Rate Development

Table 10, “Plan Rates” shows the development of the final 2019 rates by plan. Because this
filing is new in 2019, all 2018 values have been left blank and all plans are identified as “new”.

The buildup of the Induced Utilization shown in column L of Table 10 is shown in Table B
below.

Pennsylvania Health & Wellness, Inc.
Table B: Induced Utilization Buildup
(1) 2 (€] 4) ®) (6 (7) (€ 9)
=(8)/(6*7)
Projected Projected Projected Paid to Allowed Average AV & Cost-Sharing Induced
Plan ID Metal Level Membership Allowed Claims Paid Claims Factor Tobacco Factor Factor Utilization
86199PA0010001 Gold 1,575 $764,903.82 $671,101.99 0.877 0.996 0.967 1.107
86199PA0010004 Silver 50,974 24,211,596.42 20,645,142.44 0.853 0.996 0.856 1.009
86199PA0010003 Silver 2,832 1,373,994.45 1,240,756.95 0.903 0.996 0.980 1.090
86199PA0010005 Silver 2,832 1,337,316.68 1,198,466.91 0.896 0.996 0.869 0.974
86199PA0010002 Bronze 10,157 4,100,778.59 2,936,994.52 0.716 0.996 0.690 0.967
Total 68,370 $31,788,589.96 $26,692,462.81 0.840 0.996 0.840 1.007

The buildup of this factor can also be found in Appendix 24.3. Values in column (9) represent
the pure induced utilization for each plan. Additional support for the development of the AV and
Cost Sharing Factor for each plan can be found in Appendix 24.4.
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4. Plan Premium Development for 21-Year Old Non-Tobacco User

Table 11, “Plan Premium Development for 21-Year-Old Non-Tobacco User” shows the
premium development for a 21-year-old non-tobacco user. This filing is new in 2019; therefore
there is no rate increase to report.

15



5.

Plan Factors

. Age and Tobacco Factors

Age and tobacco factors are shown in Table 12, “Age and Tobacco Factors™. Age
factors represent the federal standard age curve.

The tobacco factor for 2019 is set to 1.15 for all ages 18+. In lieu of credible data, the
factor was selected from a reasonable range of cost impacts based on tobacco cost
literature. Specifically, the report “The Business Case for Coverage of Tobacco
Cessation, 2012 Update” by Leif Associates, Inc. was considered which suggests that
healthcare costs for smokers are greater than those of non-smokers and may be as
much as 34% higher than costs for non-smokers.

. Geographic Factors

The geographic areas used are consistent with those defined by the state. Geographic
factors are shown in Table 13, “Geographic Factors” and Appendix 1.3.

. Network Factors

Network factors are shown in Table 14, “Network Factors”. PHW only has one network,
so this factor is shown as 1.0.

. Service Area Composition

Not Applicable. Rates do not vary by service area.

. Composite Rating

Not Applicable. This is an individual rate filing.
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0. Actuarial Certification

|, . 2 2 member of the American Academy of Actuaries in good standing
and meet its qualification standards for actuaries issuing statements of actuarial opinion in the
United States promulgated by the American Academy of Actuaries, and have the education
and experience necessary to perform the work. This filing is prepared on behalf of
Pennsylvania Health & Wellness, Inc. (the “Company”) to comply with applicable State and
Federal Statutes for individual rate filings.

| am affiliated with Milliman, Inc. (“Milliman”), an independent actuarial consulting firm that is
not affiliated with, nor a subsidiary of, nor in any way owned or controlled by a health plan,
health insurer, or a trade association of health plans or insurers.

| certify the rates were developed in accordance with the appropriate Actuarial Standards of
Practice (ASOPs) and the profession’s Code of Professional Conduct. While other ASOPs
apply, particular emphasis was placed on the following:

e ASOP No. 5, Incurred Health and Disability Claims

e ASOP No. 8, Regulatory Filings for Health Benefits, Accident and Health Insurance, and

Entities Providing Health Benefits

ASOP No. 12, Risk Classification

ASOP No. 23, Data Quality

ASOP No. 25, Credibility Procedures

ASOP No. 26, Compliance with Statutory and Regulatory Requirements for the

Actuarial Certification of Small Employer Health Benefit Plans

ASOP No. 41, Actuarial Communications

e ASOP No. 42, Health and Disability Actuarial Assets and Liabilities Other Than
Liabilities for Incurred Claims

e ASOP No. 45, The Use of Health Status Based Risk Adjustment Methodologies

e ASOP No. 50, Determining Minimum Value and Actuarial Value under the Affordable
Care Act

| certify that to the best of my knowledge and judgment:
1. The Index Rate for the Projection Period is:

a. In compliance with all applicable State and Federal Statutes and Regulations
(45 CFR 156.80 and 147.102)

b. Developed in compliance with the applicable Actuarial Standards of Practice

c. Reasonable in relation to the benefits provided and the population anticipated
to be covered
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d. Neither excessive nor deficient based on my best estimates of the 2019
individual market.

2. The Index Rate and only the allowable modifiers as described in 45 CFR
156.80(d)(1) and 45 CFR 156.80(d)(2) were used to generate plan-level rates.

3. The percent of total premium that represents Essential Health Benefits included
in Worksheet 2, Sections Ill and IV was calculated in accordance with actuarial
standards of practice. The EHB portion of premium is appropriate as the basis of
determining APTCs.

4, The geographic rating factors used reflect only differences in the cost of delivery,
and do not include differences for population morbidity by geographic area.

5. The CMS Actuarial Value Calculator was used to determine the AV Metal Values
shown in Worksheet 2, Section | of the URRT for all plans.

6. This is a new filing. Therefore, there are no factor, benefit, or other changes from
a prior approved filing to be disclosed.

7. No new plan is a modification of an existing plan.

8. The information presented in the PA Actuarial Memorandum and PA Actuarial

Memorandum Rate Exhibits is consistent with the information presented in the
2019 Rate Filing Justification.

The URRT does not demonstrate the process used to develop proposed premium rates. It is
representative of information required by Federal regulation to be provided in support of the
review of rate increases, for certification of qualified health plans and for certification that the
Index Rate is developed in accordance with Federal regulation and used consistently and only
adjusted by the allowable modifiers.

The 2019 plan year premium rates in this actuarial memorandum are contingent upon the
status of the ACA statutes and regulations including any regulatory guidance, court decisions,
or otherwise. Changes have the potential to greatly impact the 2019 plan year premium rates
provided in this Actuarial Memorandum and the alignment of these premium rates with
incurred costs. Changes include, but are not limited to, any legislative or regulatory
amendment, court decision, 1332 waivers bringing reinsurance or other such programs to a
state; or a decision by Congress, the Health and Human Services Secretary, or the Centers for
Medicare and Medicaid Services director to fund cost-sharing reduction subsidies, alter
advance premium tax credits, or further modify the individual mandate requirement and
penalty. In the event that a material provision is impacted, a revision to the rates will be
needed. In particular, rates were developed assuming steady funding of Advanced Premium
Tax Credits (APTCs) and no funding of cost-sharing reduction (CSR) subsidy payments. The
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continuity of this funding approach will impact whether rates are sufficient and not excessive.
Milliman expresses no opinion with regard to the future funding of CSR payments.

The information provided in this actuarial memorandum is in support of the items illustrated in
the URRT and does not provide an actuarial opinion regarding the process used to develop
proposed premium rates. It does certify that rates were developed in accordance with
applicable regulations, as noted.

Differences between the projections and actual amounts depend on the extent to which future
experience conforms to the assumptions made for this analysis. It is certain that actual
experience will not conform exactly to the assumptions used in this analysis. Actual amounts
will differ from projected amounts to the extent that actual experience deviates from expected
experience.

Signed:

Name: NN

Title:  Principal & Consulting Actuary
Date: July 13, 2018
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PA Rate Template Part |
Data Relevant to the Rate Filing

Tahle 0. Identifving Information

Carrior Name: Fennsyivania Healh & Wellness, nc.
Productls): HMO
Market Sogmen Individual
Rate Effective Date: 112019 w 1213112019
Base Period Start Date 102017 © 1203172017
Date of Most Recent Membership 21112018
Table 1. Number of Members
Wember-months Wembers Member-months
[— Dot Prjecedaing eriod
Average Age nA A 480
Total o o 68,370
8 o o s857
1824 o o 5115
2529 o o sa5
3034 o o 5500
3539 o o S5
1044 o o 5480
4549 o o 142
s054 o o 7316
5559 o o o7
6063 o o 9476
o o 0 3002
Tables 1, 7ona 4 Toral Dusiness Hant and Transional)
Table 2. Experience Period Claims and Premiums
Earned Premium Paid Claims Ultimate Incurred Claims Member Months o ™| Allowed claims (Noncapiateq) | NoMEHB Pertion ST Alowed | oy prescription brug Rebates* Total EHB Capitation Total Non-EHB Capitation Estimated Risk Adjustment
N - 1s N N 18 B s s N
Experience Period Total Gl et rebates) 3 5
Loss Ratio 00%
“Express Prescrption Drug Rebates 0 a negative mamber
Table 3. Trend Components
Service Category Cost mposite URRT Trend ** Weight
Tnpatient Hospital 0.00% 0.00% 0.00% 0.00%
Outpatient Hospital 0.00% 000% 000% 0.00%
Professional 0.00% 000% 000% 0.00%
Other Medica 000% 000% 000% 0.00%
Captation 000% 0.00%
Prescription Drugs 000% 0.00% 000% 000% 0.00%
Total Annual Trend 000% 0.00%
Months of Trend 2
ot Applied Trend Projecton Factor Tooo
* Expres Cost, Utilzatin, Induced Utlzation and Weight o percentages
+*Should = URRT Trend
Table 4. Historical Experience
- - ] e erirs it vareamm | St rnsiconstonng | o atowes i et Alowed
(Member+ HHs) Prescription Drug Rebates)
Jon1d] 00000 w0l z w0l = WDIv/0L
Feb-14] 0.0000 ool - #0v/01 - #DIv/or
Mar-1] 0.0000 sov/o! - Dv/01 - #DIv/or
Ao 0.0000 sov/o! - Dv/01 - #DIv/or
Mavig 0.0000 sov/o! - Dv/01 - #DIv/or
Lun-14] 0.0000 sov/o! - Dv/01 - #DIv/or
w14 0.0000 sov/o! - Dv/01 - #DIv/or
Aue-1d] 0.0000 sov/o! - Dv/01 - #DIv/or
Sen 14 0.0000 sov/o! - Dv/01 - #DIv/or
octe] 0.0000 sov/o! - Dv/01 - #DIv/or
Nov-1d 0.0000 sov/o! - Dv/01 - #DIv/or
Dec1d) 0.0000 ov/0l z sov/0! = 4DIv/0L
Jon-15] 0.0000 o0l z o0l = “DIv/0L
00000 ool - #0v/01 - #DIv/or
00000 sov/o! - Dv/01 - #DIv/or
00000 sov/o! - Dv/01 - #DIv/or
00000 sov/o! - Dv/01 - #DIv/or
00000 sov/o! - Dv/01 - #DIv/or
00000 sov/o! - Dv/01 - #DIv/or
00000 sov/o! - Dv/01 - #DIv/or
00000 sov/o! - Dv/01 - #DIv/or
00000 soiv/ol - ov/0! - sDIv/or
s 0.0000 oiviol - /0l < & soivi0L
s 00000 sDiv/ol = sDiv/ol s = #DIv/0L
< 0.0000 oiviol - /0l < 5 PE
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - /0l < & soivi0L
s 0.0000 ool - /0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 00000 sDiv/ol = sDiv/oL s = #DIv/0L
< 0.0000 oiviol - /0l < 5 PE
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
s 0.0000 ool - Dv/0l < & soivi0L
w17 s 0.0000 sDiviol - /0l - #Div/or
Aue-17] s 0.0000 soiviol - /0l - sDIv/or
Sen17] s 0.0000 w0l - /0l - sDiv/or
oct] s 0.0000 w0l - /0l - sDiv/or
Nov-17 s 0.0000 oiviol - /0l - sDiv/or
Dec-17 s = 00000 Div/ol = Div/ol s = #DIv/OL

~ Express Completion Factor as o percentage
**Express Prescription Drug Rebates os a negative number




Carrier Name:
Product(s):

Market Segment:
Rate Effective Date:

Table 2b. Manual Experience Period Claims and Premiums

Pennsylvania Health & Wellness, Inc.

Individual
1/1/2019

Estimated Cost Sharing

Non-EHB portion of Allowed

Earned Premium Paid Claims Ultimate Incurred Claims | Member Months (Mermber & HHS) Allowed Claims (Non-Capitated) laions | Total Prescription Drug Rebates* Total EHB Capitation Total Non-EHB Capitation Estimated Risk Adjustment
$4,781,919,404.84] $4,083,170,071.65 $4,083,170,071.65 12,000,000 [ § 1,749,930,030.71 | § 5,833,100,102.36 | $ 93,372,534.45 | § - IS 29,80,61651 | § - Is -
Experience Period Total Allowed EHB Claims + EHB Capitation PMPM (net of pres drug rebates) B 480.75
Loss Ratio 86.00%
*Express Prescription Drug Rebates as a negative number
Table 3b. Manual Trend Components
Service Category Cost* Utilization* Induced Utilization* Composite URRT Trend** Weight*
Inpatient Hospital 0.54% 1.92% 2.48% 0.07% 18.25%
Outpatient Hospital 21.14% -0.85% -23.99% 29.74%
Professional 1.96% 1.32% 2.12% 27.19%
Other Medical | -9.56% -2.29% -5.06% -16.10% 2.07%
Capitation V777777 77, 0.00% 0.51%
Prescription Drugs 12.17% -4.06% -5.16% 2.06% 22.25%
Total Annual Trend .’ ~ 2~>5° = 5@ = =~~~ ==~ . == = . -5.72% 100.00%
Months of Trend " "§»$»»"""”~° 2~ T . =~ ~— T D un 7
Total Applied Trend Projection Factor y . @ @ @ i & A @@ 5@ @ @@ i @ @ @ @i i o 7 i i ]
¥ Express Cost, Utilization, Induced Utilization and Weiaht as percentages
** Should = URRT Trend
Table 4b. Historical Manual Experience
Month-Year Total Annual Premium Incurred Claims Completion Factors* Ultimate Incurred Claims Members Ultimate Incurred PMPM Estimated Annual Cost Sharing | - p, ¢ iption Drug Rebates** Allowed Claims (Net of Allowed PMPM
(Member + HHS) Prescription Drug Rebates)
S 277.308.140.12 277.308.140.12 1,000,000 [ 277.31 S $ 396.154.485.89 | 396.15
S 278,677.660.21 278,677.660.21 1,000,000 [ § 278.68 s S 398,110943.16 | 398.11
$ 280.053.943.85 280,053.943.85 1,000,000 [ $ 280.05 s $ 400.077.062.64 | $ 400.08
S 281,437,024.42 281,437,024.42 1,000,000 [ § 281.44 s S 402,052,892.03 | 402.05
$ 282.826.935.51 282.826.935.51 1,000,000 [ $ 282.83 s $ 404.038.479.30 [ 404.04
S 284,223,710.85 284.223,710.85 1,000,000 [ § 284.22 s S 406,033,872.64 | § 406.03
$ 285.627.384.33 285.627.384.33 1,000,000 [ $ 285.63 s $ 408.039.120.47 [ 408.04
S 287,037.990.02 287,037.990.02 1,000,000 [ § 287.04 s S 410,054271.46 | 41005
$ 288,455.562.16 288.455.562.16 1,000,000 [ $ 288.46 s $ 412.079374.52 [ $ 412.08
S 289,880,135.15 289,880,135.15 1,000,000 [ § 289.88 s S 414,114,478.79 | 41411
291,311.743.58 291,311.743.58 1,000,000 201.31 416.159.633.68 416.16
$ 3,976,268,200.43 292,750,422.17 292,750,422.17 1,000,000 20275 ¢ 1,465,538,851.02 418,214,888.87 41821
294,196.205.86 294.196.205.86 1,000,000 294.20 420.280.294.08 420.28
295.649.129.72 295,649,129.72 1,000,000 295.65 422.355,899.60 42236
E3 297,109,229.0: 297,109,229.0: 1,000,000 | $ 297.11 S S 424,441,755.75 | $ 424.44
S 298,576,539.21 298,576,539.21 1,000,000 [ § 298.58 s s 426,537913.16 | 426,54
$ 300,051,095.88 300,051,095.88 1,000,000 [ $ 300.05 $ $ 428,644,422.69 | 428.64
S 301.,532,934.84 301,532,934.84 1,000,000 [ § 301.53 s s 430.761335.48 | 430.76
$ 303,02,092.03 303,022,092.0: 1,000,000 [ $ 303.02 $ $ 432,888,702.90 | 432.89
S 304,518,603.61 304,518,603.61 1,000,000 [ § 304.52 s s 435,026576.59 | $ 435.03
$ 306,022,505.90 306,022,505.90 1,000,000 [ $ 306.02 $ $ 437,175,008.42 [ 437.18
S 307.533.835.39 307.533,835.39 1,000,000 [ § 307.53 s s 439.334,050.55 | § 439.33
309,052,628.76 309,052,628.76 1,000,000 309.05 441,503,755.37 441.50
$ 4,218,422,933.84 310,578,922.88 310,578,922.88 1,000,000 310.58 | ¢ 1,554,790,167.04 443,684,175.55 44368
312,112,754.79 312,112,754.79 1,000,000 312.11 445,875,363.99 445.88
313,654,161.72 313,654,161.72 1,000,000 313.65 448,077.373.89 448.08
S 315,203,181.07 315,203,181.07 1,000,000 | $ 315.20 S S 450,290,258.68 | S 450.29
S 316,759.850.45 316.759.850.45 1,000,000 [ § 316.76 s s 452.514,072.07 | $ 452.51
$ 318,324,207.62 318,324,207.62 1,000,000 [ $ 318.32 $ $ 454,748,868.03 | 454.75
S 319,896.290.57 319,896,200.57 1,000,000 [ § 319.90 s s 456,994,700.81 | § 456.99
Jul-16 $ 321,476,137.44 321,476,137.44 1,000,000 [ $ 321.48 $ $ 459,251,624.91 | $ 459.25
Aug-16) S 323,063.786.57 323,063.786.57 1,000,000 [ § 323.06 s s 461,519,695.10 | 461.52
Sep-16] 324,659,276.51 324,659,276.51 1,000,000 324.66 463,798,966.44 463.80
Oct-16 326.262.645.96 326.262.645.96 1,000,000 326.26 466,089.494.23 466.09
Nov-16 327,873,933.85 327,873,933.85 1,000,000 327.87 468,391,334.07 468.39
Dec-16] 4,475,324,890.51 329,493,179.29 329,493,179.29 1,000,000 329.49 1,649,476,888.22 470,704,541.84 470.70
Jan-17] 331,120,421.56 331,120,421.56 1,000,000 331.12 473,029,173.66 473.03
Feb-17] 332.755.700.17 332,755,700.17 1,000,000 332.76 475.365.285.96 47537
Mar-17] 334,399,054.80 334,399,054.80 1,000,000 334.40 477,712,935.43 477.71
Apr-17] 336.050.525.34 336.050.525.34 1,000,000 336.05 480,072.179.06 480,07
May-17) 337,710,151.87 337,710151.87 1,000,000 337.71 482,443,074.10 482,44
Jun-17 339.377.974.66 339.377.974.66 1,000,000 339.38 484.825.678.09 484.83
Jul-17 341,054,034.21 341,054,034.21 1,000,000 341.05 487,220,048.87 487.22
Aug-17 342.738,371.17 342.738,371.17 1,000,000 342.74 489,626.244.53 489.63
Sep-17] 344,431,026.44 344,431,026.44 1,000,000 344.43 492,044,323.49 492.04
Oct-17 346.132,041.10 346.132,041.10 1,000,000 346.13 494.474,304.43 494.47
Nov-17 347,841,456.42 347,841,456.42 1,000,000 347.84 496,916,366.3 496.92
Dec-17] 4,747,872,176.34 349,559,313.90 349,559,313.90 1,000,000 349.56 1,749,930,030.71 499,370,448.43 499.37

* Express Completion Factor as a percentage

**Express Prescription Drug Rebates as a neqative number




PA Rate Template Part Il
Rate Development and Change

Carrier Name:
Product(s):

Market Segment:
Rate Effective Date:

Table 5. Development of the Projected Index Rate, Market-Adjusted Index Rate, and Total Allowed Cl:

Individual
1172019

Pennsylvania Health & Wellness, Inc.

‘Actual Experience

Development of the Projected Index Rate o Manual Data
Total Allowed EHB Claims + EHB Capitation PMPM (net of prescription drug rebates) PMPM $ - $ 480.75
Two vear trend proiection Factor 1000 05889
Unadiusted Projected Allowed EHB Claims PMPM $ - $ 427.35
Single Risk Pool Adiustment Factors
Change in Morbidity 0.944 <- See URRT Instructions
Change in Other 1.000 1152
Change in Demogranhics 1.000 1230 < See URRT Instructions.
Chanee in Network 1.000 0935 < See URRT Instructions.
Change in Benefits 1.000 1.000 <- See URRT Instructions
Change in Other 1.000 1.002 <-See URRT Instructions.
Total Adiusted Projected Allowed EHB Claims PMPM s - s 6495
Credibidilty Factors o% 100% < See Instructions
Blended Projected EHB Claims PMPM $ 464.95 | < Projected Index Rate
Development of the Market-Adjusted Index Rate and Total Allowed Claims
Adjusted Projected Allowed EHB Claims PMPM $ 46495 |<- Index Rate for Projection Period on URRT - Individual or irst Quarter Small Group
Adjusted Projected Allowed EHB Claims PMPM [will only populate for small group filings] $ -
Projected Paid to Allowed Ratio 0.840 | <- Paid to Allowed Average Factor in Projection Period on URRT
Proiected Paid EHB Claims PMPM $ 390.41
Market-wide Adiustments
Proiected Risk Adiustment PMPM S (130.24)
Proiected Paid Exchange User Fees PMPM S 22.42
Market-Adiusted Proiected Paid EHB Claims PMPM $ 543.07
Market-Adiusted Proiected Allowed EHB Claims PMPM $ 646.75 |<- Market-Adiusted Index Rate
Proiected Allowed Non-EHB Claims PMPM $ -
Market-Adiusted Proiected Paid Total Claims PMPM $ 543.07
Market-Adiusted Proiected Allowed Total Claims PMPM $ 646.75
Table 6. Retention
Retention Items - Express in percentages Percentages PMPM Amounts
Administrative Expenses 8.62% 55.24
General and Claims 6.60% $42.26
Agent/Broker Fees and Commissions. 1.15% $7.40.
Quality Improvement Initiatives 0.87% $5.58
Taxes and Fees 2.69% $17.20;
PCORI Fees 0.00% $0.00
PA Premium Tax (if applicable) 1.64% $10.48]
Federal Income Tax 1.05% $6.73
Health Insurance Providers Fee (Prorated for Small Groups only) 0.00%: $0.00.
Profit/Contingencv (after tax) 3.91% $25.03]
Total Retention 15.22% $97.47
Proiected Reauired Revenue PMPM $ 640.54 <- Single Pool Gross Premium Ave. Rate. PMPM on URRT
Table 8. Comnonents of Rate Change
Rate C t 2018 | 2019 [ Difference | Percent Change
A. Calibrated Plan Adiusted Index Rate (PMPM) #DIV/0! #DIV/0! #DIV/0! #DIV/0!
8. Base period allowed claims before normalization s - 48075 $48075 #DIV/0!
C. Normalization factor component of change #oIV/0! $ 01215) #DIV/0! #DIV/0!
D. Change in Normalized Allowed Claims Adiustment Components
D1. Base period allowed claims after normalization #DIV/0! S 268.61 #DIV/0! #DIV/0!
D2. URRT Trend #DIV/O! S (29.83) #DIV/0! #DIV/0!
D3. URRT Morbidity #DIV/0! $ (13.35) #DIV/0! #DIV/0!
D4. URRT Other #DIV/O! $ 34.36 #DIV/0! #DIV/0!
D5. Normalized URRT RA/RI on an allowed basis #DIV/O! § 86.66 #DIV/0! #DIV/0!
D6. Normalized Exchange User Fee on an allowed basis #DIV/0! S 14.92 #DIV/0! #DIV/0!
D7. Subtotal - Sum(D1:06) #DIV/O! S 361.35 #DIV/0! #DIV/0!
€. Change in Allowable Plan Adiusted Level Components
E1. Network #DIV/0! S - #DIV/0! IDIV/0!
E2. Pricing AV #DIV/O! S (97.62) #DIV/0! #DIV/0!
E3. Benefit Richness #DIV/0! S 15.72 #DIV/0! #DIV/0!
E4. Catastrophic Eligibility #DIV/O! S - #DIV/0! #DIV/0!
ES. Subtotal - Sum(E1:E4) #DIV/O! $ (81.91) #DIV/0! #DIV/0!
F. Change in Retention Components
F1. Administrative Expenses #DIV/0! #DIV/0! #DIV/0! #DIV/0!
F2. Taxes and Fees #DIV/0! #DIV/0! #DIV/0! #DIV/0!
£3. Profit and/or Contingency #DIV/0! #DIV/0! #DIV/0! #DIV/0!
F4. Subtotal - Sum(F1:F3) #DIV/0! #DIV/0! #DIV/0! #DIV/0!
G. Change in Miscellaneous Items s -8 - s - #DIV/0!
H. Sum of C s of Rate Change (should the change shown in line A} #DIV/0! #DIV/0! #DIV/0! #DIV/0!

<- Actual Experience PMPM should be consistent with the Index Rate for Experience Period on URRT

For Informational Purposes only - No input required.

Blended Base Period Unadiusted Claims before Normalization $ 480.75 | <- Index Rate of Experience P
Blended Eared Premium s 4.781.919.404.84
Blended Loss Ratio 86.00%
Table 5A. Small Group Projected Index Rate with Quarterly Trend

Effective Date 1/1/2019 4/1/2019 7/1/2019 10/1/2019 [Total Single Risk Pool
¥ of Member Months Renewing in Quarter B - - - -
Adiusted Proiected Allowed EHB Claims PMPM Q1 $ 464.95 | 464.95 | § 464.95 | § 464.95 | § 464.95
Months of Trend - 3 6 9
Annual Trend 5.72% 5.72% 5.72% 5.72%
Single Risk Pool Profected Allowed Claims $ 464.95 | 45816 | § 45146 | § 40487 | $ -
Quarterly Trend Factor 100.0% 98.5%) 97.1%) 95.7%| 0.0%
2019 Trend Factors by Quarter #DIV/0! #DIV/0! #DIV/0! #DIV/0!
Table 7. Normalized Market-Adjusted Projected Allowed Total Claims
Normalization Factors 2018 2019
Average Age Factor 0.000] 1731
Average Geographic Factor 0.000) 1000
Average Tobacco Factor 0.000) 1004
Average Benefit Richness (induced demand) 0.000) 1029
Average Network Factor 0.000] 1000
Market-Adiusted Projected Allowed Total Claims PMPM $ - s 64675
Normalized Market-Adjusted Projected Allowed Total Claims PMPM cnlle o
Table 9. Year-over-Year Data to Suonort Table 8

2018 2019

Paid-to-Allowed 0.000 0.840
URRT Trend (Total Applied Trend Factor) 0.000 0.889|<- URRT W1. 52
URRT Morbidity 0.000 0.944|<- URRT W1. 52
URRT "Other" 0.000 1.152[<- URRT 1. 52
Risk Adiustment S - s 130.24 [<- URRT W1.53
Exchange User Fee $ - S 22.42 |<- URRT W1.53
Capitation $ - 2.44 [<- URRT W1, 52
Network 0.000 1.000|
pricing AV 0.000 0730
Benefit Richness 0.000 1.060|
Catastroohic Eligibility 0.000 1.000|
Administrative Expenses 0.00% 862%
Taxes and Fees 0.00% 2.69%
Profit and/or Contingency 0.00% 3.91%




PA Rate Template Part Ill

Table 10. Plan Rates

Carrier Name:
Product(s):

Pennsylvania Health & Wellness, Inc.

Market Segment: Individual
Rate Effective Date: 1/1/2019
Base Period Start Date 1/1/2017
Date of Most Recent Membership 2/1/2018
Market Adjusted Index Rate $ 646.75 45 CFR Part 156.8 (d) (2) Allowable Factors
Existing, Modified,
New, Discontinued &
Mapped, Discontinued [ 1/1/2019 Plan HIOS Plan Pricing AV Benefit
HIOS Plan ID Plan Type & Not Mapped 1D (If 1/1/2018 Plan Metallic Tier | Standard AV, Exchange (company- Richness Benefits in Non-Funding of|
(Standard (HMO, POS, PPO, EPO, 1/1/2018 Plan (E,M,N,DM, DNM) for Discontinued & Actuarial Approach (1), On/Offor | determined (induced addition to Provider Catastrophic CSR
Plan Number Component) Indemnity, Other) Marketing Name 2019 Mapped) Metallic Tier Value Approach (2) Off AV) demand) EHB Network Eligibility Adjustment Pure Premium
Totals 0.695 0.730 1.029 1.000 1.000 1.000 1168 $ 28.21
Transitional Plans [TRANSITIONAL N/A TRANSITIONAL DNM TRANSITIONAL N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Ambetter Secure Care 1 (2019) with 3

Plan 1 86199PA0010001 HMO Free PCP Visits N N/A Gold 0.8035|Standard AV On/Off 0.873 1.107 1.000 1.000 1.000 1.000 625.3826058
Plan 2 86199PA0010004 HMO Ambetter Balanced Care 11 (2019) N N/A Silver 0.6832|Standard AV On/off 0.663 1.009 1.000 1.000 1.000 1.280 $553.75
Plan 3 86199PA0010003 HMO Ambetter Balanced Care 3 (2019) N N/A Silver 0.7183|Standard AV On/Off 0.702 1.090 1.000 1.000 1.000 1.280 $633.51
Plan 4 86199PA0010005 HMO Ambetter Balanced Care 5 (2019) N N/A Silver 0.6764|Standard AV On/off 0.697 0.974 1.000 1.000 1.000 1.280 $562.25
Plan 5 86199PA0010002 HMO Ambetter Essential Care 1 (2019) N N/A Bronze 0.5941|Standard AV On/Off 0.713 0.967 1.000 1.000 1.000 1.000 $446.13




Calibration

Total Covered Lives @ 02-01-2018 |

Age Calibration Factor 1.731 | B |
Geographic Calibration Factor 1.000
Tobacco Calibration Factor 1.004
Aggregate Calibration Factor 1.73—9|
02-01-2018 Number of Covered Lives by Rating Area
Total Proposed Rate 2019
Covered Lives 2018 Calibrated |2019 Calibrated Change Continued/
Taxes & Fees (not Mapped into 2019 Plan Adjusted Plan Adjusted Compared to Discontined
including Exchange Profit or Plans @ 02-01- Total Policyholders Index Rate Index Rate Prior 12 % of Total Plans
Admin Costs fees) Contingency 2018 @ 02-01-2018 PMPM PMPM months Covered Lives 4 5 6 7 Total Indicator
8.6% 2.7% 3.9% (] [} #DIV/0! #DIV/0! #DIV/0! = = = = -
N/A N/A N/A - - N/A N/A N/A N/A N - - - - 0
8.6% 2.7% 3.9% - - S - $ 424.23 0.0% #DIV/0! = = = = = il
8.6% 2.7% 3.9% e - $ - 8 375.64 0.0% #DIV/0! - - - - - 1
8.6% 2.7% 3.9% s = B = 18 429.74 0.0% #DIV/0! = = = = = 1
8.6% 2.7% 3.9% e - $ - 8 381.40 0.0% #DIV/0! - - - - - 1
8.6% 2.7% 3.9% = = S - $ 302.63 0.0% #DIV/0! - - - - - 1




PA Rate Template Part IV A - Individual
Table 11. Plan Premium Development for 21-Year-Old Non-Tobacco User

Carrier Name:
Product(s):

Market Segment:
Rate Effective Date:

Pennsylvania Health & Wellness, Inc.
HMO

Individual

1/1/2019

2018 21-year-old, Non-Tobacco Premium PMPM

Average
Discontinued, (weighted
New, Modified, by
Existing 1/1/2019 Plan HIOS Plan Exchange enroliment
HIOS Plan ID (Standard 1/1/2018 Plan (D,N,M,E) for ID (If 1/1/2018 Plan On/Off or by rating
Plan Number Component) Marketing Name 2019 i i & ) |Metallic Tier Ooff area)
Totals These cells auto-fill using the data entered in Table 10. [s [s [s [s [s [s [s [s [s [s -
Plan 1 86199PA0010001 Ambetter Secure Care 1 (2019) with 3 Free PCP Visits N N/A Gold On/Off S S S S S S S S S S -
Plan 2 86199PA0010004 Ambetter Balanced Care 11 (2019) N N/A Silver On/Off $ S S $ S S g g g o) o
Plan 3 86199PA0010003 Ambetter Balanced Care 3 (2019) N N/A Silver On/Off $ $ $ $ $ $ $ $ S 8 =
Plan 4 86199PA0010005 Ambetter Balanced Care 5 (2019) N N/A Silver On/Off S S S $ $ $ S S S 8 =
Plan 5 86199PA0010002 Ambetter Essential Care 1 (2019) N N/A Bronze On/Off $ $ $ $ $ $ s s s s -




2019 21-year-old, Non-Tobacco Premium PMPM

Change in 21-year-old Non-Tobacco Premium PMPM
Average Average
(weighted (weighted
by by
enrollment enrollment
by rating by rating
1 2 3 4 5 6 7 8 9 area) 1 2 3 4 5 6 7 8 9 area)
[s s s s s s s s [s [s - 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%] 0.0%
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! | $ 42423 #VALUE! | $ = #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! | $ 375.64 #VALUE! | $ - #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! | S 429.74 #VALUE! | $ - #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! | $ 381.40 #VALUE! | $ - #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE!
#VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! | $  302.63 #VALUE! | $ - #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE! #VALUE!




PA Rate Quarterly Template Part V

Consumer Factors

Table 12. Age and Tobacco Factors

Carrier Name:
Product(s):
Market Segment:

Rate Effective Date:

Pennsylvania Health & Wellness, Inc.
HMO
Individual

1/1/2019

Table 13. Geographic Factors

Geographic Area Factors

Area Counties Current Proposed

Factor Factor
Rating Area 1 N/A
Rating Area 2 N/A
Rating Area 3 N/A
Rating Area 4 N/A
Rating Area 5 N/A
Rating Area 6 N/A
Rating Area 7 N/A
Rating Area 8 Bucks, Montgomery, Phil 1.000]
Rating Area 9 N/A
Table 14. Network Factors

Projecion Period Network Factors
. Current Proposed DOH
Network Name Rating Area Approval
Factor Factor Date

Ambetter

Rating Area 8

Projection Period Age and Tobacco Factors
Age Age Tobacco Age Age Tobacco
Factor Factor
1.150
1.150
1.150
1.150
18 0.913 44 1.397 1.150
19 0.941 45 1.444 1.150
20 0.970 46 1.500 1.150
21 1.000 47 1.563 1.150
22 1.000 48 1.635 1.150]
23 1.000 49 1.706 1.150]
24/ 1.000 50! 1.786 1.150]
25 1.004 51 1.865 1.150]
26 1.024 52 1.952 1.150]
27 1.048 53 2.040 1.150]
28 1.087 54/ 2.135 1.150
29 1.119 55 2.230] 1.150]
30 1.135 56 2.333 1.150]
31 1.159 57 2.437 1.150]
32 1.183 58 2.548 1.150]
33 1.198 59 2.603 1.150]
34 1.214 60 2.714 1.150]
35 1.222 61 2.810] 1.150]
36 1.230 62 2.873 1.150]
37 1.238 63 2.952 1.150]
38 1.246 64+ 3.000 1.150]
39 1.262

*PA follows the federal default age curve.




Company Name:

Pennsylvania Health & Wellness, Inc.

Market:
Product: Ambetter
Effective Date of Rates: January 1, 2019 Ending Date of Rates: December 31, 2019
HIOS Plan ID (On 86: 86: 86: 86: 86199PA0010002
HIOS Plan ID (Off 86: 86: 86: 86: 86199PA(
Plan Name => Ambetter Balanced Care 3 (2019) Ambetter Balanced Care 5 (2019) Balanced Care 11 (2019) Secure Care 1 (2019) with 3 Free PCP Visits Essential Care 1 (2019)
Form # => 86199 86199 86199 86199 86199
Rating Area => Rating Area 8 Rating Area 8 Rating Area 8 Rating Area 8 Rating Area 8
Network => Ambetter Ambetter Ambetter Ambetter Ambetter
Metal => Silver Silver Silver Gold Bronze
D $3000 INT $7350 INT $6000 INT $1,000 Med / $500 Rx $7900 INT
Ce 30% 0% 40% 20% 0%
Copays => r lliness (exc. and X-rays); $60 Visit; $40 Mental/| Health and Substal/Behavioral Health and Use Disorder O $10 Generic Drugs; $25 Preferred Brand Drugs; $75 $20 Generic Drugs
ooP = $6,750 $7,350 $7,900 $6,350 $7,900
Pediatric Dental (Yes/No) => No No No No No
Age Band Non-Tobacco Tobacco Non-Tobacco Tobacco Non-Tobacco Tobacco Non-Tobacco Tobacco Non-Tobacco Tobacco
0-14 $328.83 $328.83 $291.77 $291.77 $287.39 $287.39 $324.45 $324.45 $231.37 $231.37
15 $358.05 $358.05 $317.71 $317.71 $312.94 $312.94 $353.29 $353.29 $251.94 $251.94
16 $369.23 $369.23 $327.62 $327.62 $322.71 $322.71 $364.32 $364.32 $259.80 $259.80
17 $380.41 $380.41 $337.54 $337.54 $332.48 $332.48 $375.34 $375.34 $267.67 $267.67
18 $392.44 $451.31 $348.22 $400.45 $342.99 $394.44 $387.22 $445.30 $276.14 $317.56
19 $404.48 $465.15 $358.90 $412.73 $353.51 $406.54 $399.09 $458.96 $284.61 $327.30
20 $416.94 $479.48 $369.96 $425.45 $364.41 $419.07 $411.39 $473.10 $293.38 $337.38
21 $429.85 $494.32 $381.41 $438.62 $375.69 $432.04 $424.13 $487.74 $302.46 $347.83
22 $429.85 $494.32 $381.41 $438.62 $375.69 $432.04 $424.13 $487.74 $302.46 $347.83
23 $429.85 $494.32 $381.41 $438.62 $375.69 $432.04 $424.13 $487.74 $302.46 $347.83
24 $429.85 $494.32 $381.41 $438.62 $375.69 $432.04 $424.13 $487.74 $302.46 $347.83
25 $431.56 $496.29 $382.93 $440.36 $377.18 $433.76 $425.81 $489.69 $303.66 $349.21
26 $440.15 $506.18 $390.55 $449.14 $384.70 $442.40 $434.30 $499.44 $309.71 $356.17
27 $450.47 $518.04 $399.71 $459.66 $393.71 $452.77 $444.47 $511.15 $316.97 $364.51
28 $467.23 $537.32 $414.58 $476.77 $408.36 $469.62 $461.01 $530.17 $328.76 $378.08
29 $480.99 $553.14 $426.79 $490.80 $420.38 $483.44 $474.59 $545.77 $338.44 $389.21
30 $487.87 $561.05 $432.89 $497.82 $426.40 $490.36 $481.37 $553.58 $343.28 $394.77
31 $498.18 $572.91 $442.04 $508.35 $435.41 $500.72 $491.55 $565.28 $350.54 $403.12
32 $508.50 $584.77 $451.20 $518.88 $444.43 $511.09 $501.73 $576.99 $357.80 $411.47
33 $514.95 $592.19 $456.92 $525.45 $450.06 $517.57 $508.09 $584.31 $362.34 $416.69
34 $521.82 $600.10 $463.02 $532.47 $456.07 $524.49 $514.88 $592.11 $367.17 $422.25
35 $525.26 $604.05 $466.07 $535.98 $459.08 $527.94 $518.27 $596.01 $369.59 $425.03
36 $528.70 $608.01 $469.12 $539.49 $462.09 $531.40 $521.66 $599.91 $372.01 $427.82
37 $532.14 $611.96 $472.17 $543.00 $465.09 $534.85 $525.06 $603.82 $374.43 $430.60
38 $535.58 $615.91 $475.22 $546.51 $468.10 $538.31 $528.45 $607.72 $376.85 $433.38
39 $542.46 $623.82 $481.33 $553,53 $474.11 $545.22 $535.24 $615.52 $381.69 $438.95
40 $549.33 $631.73 $487.43 $560.54 $480.12 $552.14 $542.02 $623.32 $386.53 $444.51
41 $559.65 $643.60 $496.58 $571.07 $489.13 $562.50 $552.20 $635.03 $393.79 $452.86
2 $569.54 $654.97 $505.36 $581.16 $497.77 $572.44 $561.95 $646.25 $400.75 $460.86
43 $583.29 $670.78 $517.56 $595.19 $509.80 $586.27 $575.53 $661.86 $410.42 $471.99
44 $600.48 $690.56 $532.82 $612.74 $524.82 $603.55 $592.49 $681.36 $422.52 $485.90
45 $620.69 $713.79 $550.74 $633.35 $542.48 $623.85 $612.42 $704.29 $436.74 $502.25
46 $644.76 $741.47 $572.10 $657.92 $563.52 $648.05 $636.18 $731.60 $453.68 $521.73
47 $671.84 $772.61 $596.13 $685.55 $587.19 $675.26 $662.89 $762.33 $472.73 $543.64
48 $702.78 $808.20 $623.59 $717.13 $614.24 $706.37 $693.43 $797.45 $494.51 $568.68
49 $733.30 $843.30 $650.67 $748.27 $640.91 $737.04 $723.54 $832.07 $515.98 $593.38
50 $767.69 $882.84 $681.18 $783.36 $670.96 $771.61 $757.47 $871.09 $540.18 $621.20
51 $801.65 $921.89 $711.31 $818.01 $700.64 $805.74 $790.98 $909.62 $564.07 $648.68
52 $839.04 $964.90 $744.49 $856.17 $733.33 $843.32 $827.88 $952.06 $590.38 $678.94
53 $876.87 $1,008.40 $778.06 $894.76 $766.39 $881.34 $865.20 $994.98 $617.00 $709.55
54 $917.70 $1,055.36 $814.29 $936.43 $802.07 $922.39 $905.49 $1,041.31 $645.73 $742.59
55 $958.54 $1,102.32 $850.52 $978.10 $837.76 $963.43 $945.78 $1,087.65 $674.46 $775.63
56 $1,002.81 $1,153.23 $889.81 $1,023.28 $876.46 $1,007.93 $989.46 $1,137.88 $705.62 $811.46
57 $1,047.51 $1,204.64 $929.47 $1,068.89 $915.53 $1,052.86 $1,033.57 $1,188.61 $737.07 $847.63
58 $1,095.23 $1,259.51 $971.81 $1,117.58 $957.23 $1,100.81 $1,080.65 $1,242.75 $770.64 $886.24
59 $1,118.87 $1,286.70 $992.78 $1,141.70 $977.89 $1,124.58 $1,103.98 $1,269.57 $787.28 $905.37
60 $1,166.58 $1,341.57 $1,035.12 $1,190.39 $1,019.59 $1,172.53 $1,151.05 $1,323.71 $820.85 $943.98
61 $1,207.84 $1,389.02 $1,071.73 $1,232.49 $1,055.66 $1,214.01 $1,191.77 $1,370.53 $849.89 $977.37
62 $1,234.92 $1,420.16 $1,095.76 $1,260.13 $1,079.33 $1,241.22 $1,218.49 $1,401.26 $868.94 $999.28
63 $1,268.88 $1,459.21 $1,125.89 $1,294.78 $1,109.00 $1,275.36 $1,251.99 $1,439.79 $892.83 $1,026.76
64+ $1,289.50 $1,482.93 $1,144.19 $1,315.82 $1,127.03 $1,296.08 $1,272.34 $1,463.19 $907.34 $1,043.44




Pennsylvania Health & Wellness, Inc.

Individual

Plan Design Summary

On/Off
HIOS Plan ID Plan Marketing Name Product Metal Exchange Network Rating Area Counties Covered
86199PA0010001  |Ambetter Secure Care 1 (2019) with 3 Free PCP Visits HMO Gold On Ambetter  [Rating Area 8 Bucks, Montgomery, Philadelphia
86199PA0010003  [Ambetter Balanced Care 3 (2019) HMO Silver On Ambetter  [Rating Area 8 Bucks, Montgomery, Philadelphia
86199PA0010005 |Ambetter Balanced Care 5 (2019) HMO Silver On Ambetter  [Rating Area 8 Bucks, Montgomery, Philadelphia
86199PA0010004  |Ambetter Balanced Care 11 (2019) HMO Silver On Ambetter [Rating Area 8 Bucks, Montgomery, Philadelphia
86199PA0010002 |Ambetter Essential Care 1 (2019) HMO Bronze On Ambetter  [Rating Area 8 Bucks, Montgomery, Philadelphia




Company Name
Market

RATES FOR AGE 21, NON-TOBACCO USER, BY RATING AREA AND COUNTY

Pennsylvania Health & Wellness, Inc.
Individual

RATING AREA 2

RATING AREA 3

RATING AREA 1
02-01-2018 Number of Covered Lives by Rating County 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
On/off
HIOS Plan ID Plan Marketing Name Product Metal Exchange Crawford | Clarion Erie Forest Mckean | Mercer | Venango | Warren Elk Cameron | Potter Bradford | Carbon | Clinton | Lackawanna | Luzerne |Lycoming| Monroe Pike Sullivan | Susquehanna | Tioga Wayne | Wyoming
86199PA0010001 Ambetter Secure Care 1 (2019) with 3 Free PCP Visits HMO Gold On
86199PA0010003 Ambetter Balanced Care 3 (2019) HMO Silver On
86199PA0010005 Ambetter Balanced Care 5 (2019) HMO Silver On
86199PA0010004 Ambetter Balanced Care 11 (2019) HMO Silver On
Ambetter Essential Care 1(2019) HMO Bronze On

86199PA0010002




RATING AREA 4 RATING AREA 5 RATING AREA 6 RATING AREA 7
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Allegheny | Armstrong | Beaver | Butler | Fayette | Greene | Indiana | Lawrence | Washington | Westmoreland Bedford Blair Clearfield | Cambria | Huntingdon | Jefferson | Somerset Centre | Columbia | Lehigh | Mifflin | Montour | Northampton Northumberland | Schuylkill | Snyder | Union Adams | Berks Lancaster York




RATING AREA 8

RATING AREA 9

0 0 0 0 0 0 0 0 0 0 0 0
Bucks |Chester Delaware y C Dauphin | Franklin | Fulton | Juniata | Lebanon | Perry
$424.13 $424.13 $424.13

$429.85 $429.85 $429.85

$381.41 $381.41 $381.41

$375.69 $375.69 $375.69

$302.46 $302.46 $302.46




Issuer: Pennsylvania Health & Wellness, Inc.
Market: Individual

Erie
Susquehanna
Warren Mckean T Tioga Bradford a
Crawford Wayne
Forest Cameron W anng
Venango
Mercer
Clarion

Lawrence Clearfield

Butler

Armstrong

ndia p
Westmoreland
Lancaster

Somerset Bedford Franklin York e P hia
Fayette Fulton are

Greene Adams

Beaver

Allegheny

Washington

Key (modify as needed)
: On-exchange service area
. Off-exchange service area




Projected Member Months 68,370

Ale] ¢ | o [ e | ¢ | 6 [ w Jif s J x J ¢ | mJnf o | e | o | & | s ] 1 Juf v 1] X
| 1] Unified Rate Review v4.3
=
| 3] Company Legal Name: Pennsylvania Health & Wellne State: PA
| 4] HIOS Issuer ID: 86199 Market:  Individual
| 5| Effective Date of Rate Change(s): 1/1/2019
i
| 7]
| 8 | Market Level Calculations (Same for all Plans)
| 9|
| 10]
| 11| Section I: Experience period data
| 12] Experience Period: 1/1/2017 to 12/31/2017
Experience Period
| 13 | Aggregate Amount PMPM % of Prem
| 14] Premiums (net of MLR Rebate) in Experience Period: $0 #DIV/0! #DIV/0!
| 15 ] Incurred Claims in Experience Period $0 #DIV/0! #DIV/0!
| 16]  Allowed Claims: S0 #DIV/0! #DIV/0!
| 17 ] Index Rate of Experience Period $0.00
| 18 | Experience Period Member Months 0
10}
| 20 | Section II: Allowed Claims, PMPM basis
21 Experience Period Projection Period: 1/1/2019 to 12/31/2019 Mid-point to Mid-point, Experience to Projection: 24 months
| Adj't. from Experienceto  Annualized Trend
| 22| on Actual Experience Allowed Projection Period Factors Proj before credibility Adj Credibility Manual
Utilization Utilization per Average Pop'l risk Utilization per Average Utilization Average
ﬁ Benefit Category Description 1,000 Cost/Service PMPM Morbidity Other Cost util 1,000 Cost/Service PMPM per 1,000 Cost/Service PMPM
| 24] Inpatient Hospital Days 0.00 $0.00 $0.00 1.000 1.000 1.000 1.000 0.00 $0.00 $0.00 249.02 $4,389.56 $91.09
| 25 | Outpatient Hospital Services 0.00 0.00 0.00 1.000 1.000 1.000 1.000 0.00 0.00 0.00 1877.91 556.92 87.15
| 26| Professional Services 0.00 0.00 0.00 1.000 1.000 1.000 1.000 0.00 0.00 0.00 15129.86 110.21 138.95
| 27| Other Medical Services 0.00 0.00 0.00 1.000 1.000 1.000 1.000 0.00 0.00 0.00 438.79 219.30 8.02
| 28 | Capitation Benefit Period 0.00 0.00 0.00 1.000 1.000 1.000 1.000 0.00 0.00 0.00 1000.00 29.28 2.44
29 Prescription Drug Prescriptions 0.00 0.00 0.00 1.000 1.000 1.000 1.000 0.00 0.00 0.00 13844.74 119.00 137.29
50 Total $0.00 $0.00 $464.95
31 After Credibility  Projected Period Totals
z Section IlI: Projected Experience: Projected Allowed Claims PMPM (w/applied credibility if applicable) 0.00% 100.00% $464.95 $31,788,590
33 Paid to Allowed Average Factor in Projection Period 0.840
E Projected Incurred Claims, before ACA rein & Risk Adj't, PMPM $390.56 $26,702,416
35 Projected Risk Adjustments PMPM -130.24 (8,904,509)
E Projected Incurred Claims, before reinsurance recoveries, net of rein prem, PMPM $520.80 $35,606,924
37 Projected ACA reinsurance recoveries, net of rein prem, PMPM 0.00 [
38 Projected Incurred Claims $520.80 $35,606,924
=ca
| 40] Administrative Expense Load 8.62% 55.23 3,776,226
| 41] Profit & Risk Load 3.91% 25.05 1,712,882
42 Taxes & Fees 6.19% 39.66 2,711,699
E Single Risk Pool Gross Premium Avg. Rate, PMPM $640.74 $43,807,732
| 44 | Index Rate for Projection Period $464.95
| 45 | % increase over Experience Period #DIV/0!
| 46| % Increase, annualized: #DIV/0!
| 47]
| 48]

Information Not Releasable to the Public Unless Authorized by Law: This information has not been publically disclosed and may be privileged and confidential. It is for internal government use only and must not be
disseminated, distributed, or copied to persons not authorized to receive the information. Unauthorized disclosure may result in prosecution to the full extent of the law.
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Product-Plan Data Collection

Company Legal Name: Pennsylvania Health & Wellness, Inc. State: PA
HIOS Issuer ID: 86199 Market: Individual
Effective Date of Rate Change(s): 1/1/2019

Product/Plan Level Calculations

Section I: General Product and Plan

Product Ambetter

Product ID: 86199PA001

Metal Silver Silver Silver Gold Bronze

AV Metal Value 0.718 0.676 0.683 0.804 0.594

AV Pricing Value 1155 1.025 1.010 1141 0.814

Plan Category New New New New New

Plan Type: HMO HMO HMO HMO HMO

Ambetter Ambetter Ambetter Ambetter Secure Ambetter

Plan Name Balanced Care 3 | Balanced Care 5 | Balanced Care 11 |Care 1 (2019) with| Essential Care 1

(2019) (2019) 3 Free PCP Visits (2019)

Plan ID (Standard Component ID): 86199PA0010003 | 86199PA0010005 | 86199PA0010004 | 86199PA0010001 | 86199PA0010002

Exchange Plan? Yes Yes Yes Yes Yes

Historical Rate Increase - Calendar Year - 2 0.00%

Historical Rate Increase - Calendar Year - 1 0.00%

Historical Rate Increase - Calendar Year 0 0.00%

Effective Date of Proposed Rates 1/1/2019 1/1/2019 1/1/2019 1/1/2019 1/1/2019

Rate Change % (over prior filing) 0.00% 0.00% 0.00% 0.00% 0.00%

Cum'tive Rate Change % (over 12 mos prior) 0.00% 0.00% 0.00% 0.00% 0.00%

Proj'd Per Rate Change % (over Exper. Period) #DIV/0! #DIV/O! #DIV/0! #DIV/O! #DIV/0!

Product Rate Increase % 0.00%

Section II: Components of Premium Increase (PMPM Dollar Amount above Current Average Rate PMPM)

Plan ID (Standard Component ID): Total 86199PA0010003 | 86199PA0010005 | 86199PA0010004 | 86199PA0010001 | 86199PA0010002

Inpatient #DIV/O! 50.00 $0.00 50.00 $0.00 50.00

Outpatient #DIV/0! 50.00 $0.00 50.00 $0.00 50.00

Professional #DIV/O! 50.00 $0.00 50.00 $0.00 50.00

Prescription Drug #DIV/0! 50.00 $0.00 50.00 $0.00 50.00

Other #DIV/O! 50.00 $0.00 50.00 $0.00 50.00

Capitation #DIV/O! 50.00 $0.00 50.00 $0.00 50.00

Administration #DIV/O! 50.00 $0.00 50.00 $0.00 50.00

Taxes & Fees #DIV/O! 50.00 $0.00 50.00 $0.00 50.00

Risk & Profit Charge #DIV/0! 50.00 $0.00 50.00 $0.00 50.00

Total Rate Increase #DIV/O! 50.00 $0.00 50.00 $0.00 $0.00

Member Cost Share Increase #DIV/O! 50.00 $0.00 50.00 $0.00 50.00

[Average Current Rate PMPM [ 50.00[ [

[Projected Member Months | 68,370| 2,832| 2,832] 50,974 1,575] 10,157|
Section Ill: Experience Period Information

Plan ID (Standard Component ID): Total 86199PA0010003 | 86199PA0010005 | 86199PA0010004 | 86199PA0010001 | 86199PA0010002
< [Plan Adiusted Index Rate #DIV/0! 50.00 50.00 50.00 50.00 50.00
2| Member Months 0 0 0 0 0 0
£ Total Premium (TP) $0 $0 $0 S0 $0 $0
8
é EHB Percent of TP, [see instructions] #DIV/0! 0.00% 0.00% 0.00% 0.00% 0.00%
2 [ state mandated benefits portion of TP that are other
§ |than er #DIV/O! 0.00% 0.00% 0.00% 0.00% 0.00%
> [ Other benefits portion of TP #DIV/O! 100.00% 100.00% 100.00% 100.00% 100.00%

Total Allowed Claims (TAC) $0 S0 $0 S0 S0 S0

EHB Percent of TAC, [see instructions] #DIV/O! 0.00% 0.00% 0.00% 0.00% 0.00%
§| state mandated benefits portion of TAC that are
8 other than EHB #DIV/O! 0.00% 0.00% 0.00% 0.00% 0.00%
& [ Other benefits portion of TAC #DIV/O! 100.00% 100.00% 100.00% 100.00% 100.00%
£
2 | Allowed Claims which are not the issuer's obligation: $0 S0 $0 50 $0 $0
] Portion of above payable by HHS's funds on
o behalf of insured person, in dollars $0 50 $0 50 $0 $0

Portion of above payable by HHS on behalf
of insured person, as % #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0! #DIV/0!
Total Incurred claims, payable with issuer funds
Net Amt of Rein $0.00 50.00 50.00 50.00 50.00 $0.00
Risk Adjustment Transfer Amount $0.00 $0.00 50.00 50.00 50.00 $0.00
[incurred claims PmPMm [ #owvjor | #OIV/Ol | #DIV/O! | #oIv/or | #DIV/Ol | #ovor |
|Allowed Claims PMPM [ wovjor | #ov/Ol | #DIV/O! | #ovor | #DIV/Ol | #oIv/ol |

EHB portion of Allowed Claims, PMPM [ wovor | #DIV/0! | #DIV/0! [ #DIV/0! | #DIV/0! [ #DIV/0! |
Section IV: Projected (12 months following effective date)

Plan ID (Standard Component ID): Total 86199PA0010003 | 86199PA0010005 | 86199PA0010004 [ 86199PA0010001 | 86199PA0010002
 [Plan Adjusted Index Rate $640.54 $747.22 $663.16 $653.14 $737.63 $526.20
£ [Member Months 68,370 2,832 2,832 50,974 1,575 10,157
£ | Total Premium (TP) 543,793,959 116,1 $1,878,073 $33,293,351 $1,161,764 55,344,649
H
é EHB Percent of TP, [see instructions] 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
-E state mandated benefits portion of TP that are other
& |than enB 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Other benefits portion of TP 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Total Allowed Claims (TAC) $31,788,500 $1,373,994 $1,337,317 $24,211,596 $764,904 $4,100,779
6| EHB Percent of TAC, [see instructions] 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
g state mandated benefits portion of TAC that are
5 [other than EHB 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
= | Other benefits portion of TAC 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
E
3| Allowed Claims which are not the issuer's obligation $5,096,127 $133,238 $138,850 $3,566,454 $93,802 $1,163,784

Portion of above payable by HHS's funds on
behalf of insured person, in dollars $0 0 $0 $0 $0 $0
Portion of above payable by HHS on behalf
of insured person, as % 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Total Incurred claims, payable with issuer funds $26,692,463 $1,240,757 $1,198,467 $20,645,142 $671,102 $2,936,995
Net Amt of Rein $0 S0 $0 S0 $0 S0
Risk Adjustment Transfer Amount -$8,894,296 -$366,315 -$366,258 -$6,587,238 -$319,211 -$1,255,274
[incurred Claims PMPM [ $390.41] $438.12 5423.19] $405.01] $426.10]
|Allowed Claims PMPM [ 5464.95 $485.17 | $472.22] 547498 5485.65
EHB portion of Allowed Claims, PMPM [ $464.95| $485.17| $472.22| $474.98] $485.65




Part ll: Written Justification of Rate Increase
Pennsylvania Health & Wellness, Inc.
Individual Rate Filing
Effective: January 1, 2019
Forms: 86199PA001



Pennsylvania Health & Wellness, Inc. (PHW) is filing rates for the individual block of
business, effective January 1, 2019. This document is submitted in conjunction with the
Part | Unified Rate Review Template and the Part Il Actuarial Memorandum.

This information is intended for use by the Pennsylvania Department of Insurance, the
Center for Consumer Information and Insurance Oversight (CCIIO), and health
insurance consumers in Pennsylvania to assist in the review of PHW'’s individual rate
filing.

The results are actuarial projections. Actual experience will differ for a number of
reasons, including population changes, claims experience, and random deviations from
assumptions.

PHW is filing rates for the individual block of business in the State of Pennsylvania for
the first time in 2019, so there is no experience in 2017 or 2018.

Whether the government reimburses cost-sharing amounts for lower income individuals
greatly impacts the rates. 2019 rate levels assume that there will be no funding of cost-
sharing reduction subsidies.

There is no proposed rate change as PHW did not offer plans for the individual block of
business in 2018. The projected loss ratio is 87.6%, which satisfies the federal minimum
loss ratio requirement of 80.0%.



Part lll: Actuarial Memorandum
[Redacted]
Pennsylvania Health & Wellness, Inc.
Annual Individual Health Rate Filing
Pennsylvania
Effective January 1, 2019
Forms: 86199PA001
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1. General Information
Scope and Purpose:

This document contains the Part Il Actuarial Memorandum for Pennsylvania Health &
Wellness, Inc. (PHW)'’s individual health block of business annual rate filing in the state of
Pennsylvania, effective January 1, 2019. This actuarial memorandum is submitted in
conjunction with the Part | Unified Rate Review Template (URRT) and Part || Written
Justification. This is a new rate filing.

The purpose of the actuarial memorandum is to provide certain information related to the
submission, including support for the values entered into the Part | URRT, which supports
compliance with the market rating rules and reasonableness of applicable rates. This
information may not be appropriate for other purposes.

Consistent with the October 12, 2017 payment memo from the U.S. Department of Health and
Human Services (HHS)', the premium rates developed and supported by this Actuarial
Memorandum assume that cost-sharing reduction (CSR) subsidies will not be funded. Future
modifications in legislation, appropriations, regulation, and/or court decisions regarding the
funding of CSR payments may affect the extent to which the premium rates are neither
excessive nor deficient.

As instructed by PHW, the premium rates developed and supported by this Actuarial
Memorandum are based on legislative and regulatory provisions in effect at the time of
submission. PHW reserves the right to file revised rates in the event of changes to the
regulatory environment in which they were developed to ensure rates are appropriate. In
addition to CSR payments, material rating impacts could arise from changes to various factors,
including but not limited to:

e Advanced Premium Tax Credits

e Limit on age rating factors

e Open enrollment duration and grace period modifications

e Status and implementation of the Medicaid Expansion

e Enrollment of other populations (Medicare, Medicaid, high risk pool)

e Non-QHP coverage options (e.g. association health plans, short-term limited-duration
insurance)

e Rules for Health Savings Accounts and Health Reimbursement Arrangements

e Payments under Risk Adjustment

1332 Waivers (e.g. state-based reinsurance programs)

1 https://www.hhs.gov/sites/default/files/csr-payment-memo.pdf



e Taxes and fees

If there are material deviations in the state-wide average premium (SWAP) for 2019 — for
example, based on changes in the number of carriers in the market or carriers’ pricing
assumptions for 2019 - we would like to work with the Pennsylvania Insurance Department
after the initial submission to update our estimated risk adjustment transfer.

This information is intended for use by the Pennsylvania Insurance Department, the Center for
Consumer Information and Insurance Oversight (CCIIO), and their subcontractors to assist in
the review of PHW’s individual rate filing. However, we recognize that this certification may
become a public document. Milliman makes no representations or warranties regarding the
contents of this letter to other users. Likewise, other users of this letter should not place
reliance upon this actuarial memorandum that would result in the creation of any duty or
liability for Milliman or its employees under any theory of law.

The results are actuarial projections. Actual results will vary from those projected in the filing
for a number of reasons, including population changes, claims experience, and random
deviations from assumptions.

Company ldentifying Information:
e Company Legal Name: Pennsylvania Health & Wellness, Inc.
e State: The State of Pennsylvania has regulatory authority over these policies.
e HIOS Issuer ID: 86199
e Market: Individual
o Effective Date: January 1, 2019

Company Contact Information:

« Primary Contact Name: | | |GzczIzEzEIIzIGEG
e Primary Contact Telephone Number: _
e Primary Contact Email Address: | ENEGTNINTNGNGGGGEE

Description of Benefits:
These products are issued by PHW as HMO health policies.

The major provisions of this form for each plan design and product can be found in Appendix
1.1.



Rate Guarantees:
Rates are guaranteed not to change through December 31, 2019.
Renewability:

Each policy is renewable by paying the applicable renewal premiums unless the policy holder
no longer meets the eligibility requirements of the policy or the company decides not to renew
all the policies in the state.

Applicability:

The rates will apply to new business. Subsequent renewal business will be subject to rates
filed for our 2020 rate development.

General Marketing Method:

This product will be sold through agents, direct mailings, the internet, and the Federally-
facilitated Exchange.

Estimated Average Annual Premium:

The estimated average annual premium per policy in calendar year 2019 is $7,687.
Distribution of Business:

See Appendix 1.2 for the expected age and geographic distributions for these products.
Rate Tables:

See Appendix 1.3 for allowable rating factors. Appendix 1.4 also includes an example of how
rating factors will be applied. For family coverage, rates for children are charged to no more
than the three oldest covered children under age 21 consistent with the Patient Protection and
Affordable Care Act (ACA).



2. Proposed Rate Increases

This is an initial rate filing; there is no proposed rate increase. Subsequent rate increases
beginning with effective dates of January 1, 2020 will be filed in the future.



3. Experience Period Premium and Claims

Not applicable. This product is new and, therefore, has no 2017 experience.



4. Benefit Categories

The Milliman Health Cost Guidelines (HCGs) were used to categorize the projected claims into
the benefit categories in Worksheet 1, Section Il. The detailed benefit categories from the
HCGs were then consolidated into the URRT benefit categories shown on Worksheet 1,
Section Il of the Part | URRT. See Appendix 4.1 for a description of this mapping. No benefit
categories display a utilization description of “Other”.

The algorithm used to assign the experience and manual data utilization and cost information
is summarized as follows:

Inpatient Hospital

Inpatient hospital includes non-capitated facility services for medical, surgical, maternity,
mental health and substance abuse, skilled nursing, and other services provided in an
inpatient facility setting and billed by the facility.

Outpatient Hospital

Outpatient hospital includes non-capitated facility services for surgery, emergency room, lab,
radiology, therapy, observation, and other services provided in an outpatient facility setting and
billed by the facility.

Professional

Professional includes non-capitated primary care, specialist, therapy, the professional
component of laboratory and radiology, and other professional services other than hospital
based professionals whose payments are included in facility fees.

Other Medical

Other medical includes non-capitated ambulance, home health care, DME, prosthetics,
supplies, vision exams, dental services, and other services. The measurement units for
utilization used in this category are a mix of visits, cases, procedures, etc.

Capitation
Capitation includes all services provided under one or more capitated arrangements.
Prescription Drug

Prescription drug includes drugs dispensed by a pharmacy and is net of rebates.



5. Projection Factors

Not applicable. This is a filing based on manual rate projections. Please see Section 6,
"Credibility Manual Rate Development", for details regarding the rate development process.



6. Credibility Manual Rate Development
Source and Appropriateness of Experience Data Used:
Manual Experience Basis

The manual rate development is based on the Milliman Managed Care Rating Model (MCRM)
and the companion Milliman Health Cost Guidelines (HCGs), and consideration of relevant
QHP experience in other states. The MCRM includes several adjustments from the HCGs to
be consistent with and appropriate for the expected individual population that will be enrolled,
including morbidity, geographic area utilization relativities, expected provider reimbursement,
and utilization management programs.

The HCGs provide a flexible but consistent basis for the determination of claim costs for a wide
variety of health benefit plans. These rating structures are used to anticipate future claim
levels, evaluate past experience, and establish interrelationships between different health
coverage levels.

The Milliman HCGs are developed as a result of Milliman’s continuing research on health care
costs. They were first developed in 1954 and have been updated and expanded annually since
then. These guidelines are continually monitored as we use them in measuring the experience
or evaluating the rates of our clients and as we compare them to other data sources.

The HCGs are a cooperative effort of all Milliman health actuaries and represent a combination
of their experience, research, and judgment. An extensive amount of data is used in
developing these guidelines including published and unpublished data. In most instances, cost
assumptions are based on our evaluation of several data sources and, therefore, are not
specifically attributable to a single source. Since these guidelines are a proprietary document
of Milliman, they are only available for release to specific clients that lease these guidelines
and to Milliman consulting health actuaries.

Market-wide rates were developed based on the adjusted MCRM (see “Adjustments Made to
the Data” below for more detail on these adjustments). We used the HCGs to estimate the
value of cost-sharing and relative utilization of services for each plan and to inform rating
factors.

Manual Morbidity Basis

Composite morbidity factors are used to adjust the Milliman Managed Care Rating Model
(MCRM) from the large employer group basis of the HCGs to the projected morbidity of PHW'’s
membership in 2019.

The morbidity for PHW's 2019 membership is assumed to equal the projected morbidity for the
Pennsylvania single risk pool times the morbidity of PHW's membership relative to the single
risk pool.

10



We estimated historical single risk pool morbidity by comparing historical risk adjustment
results for the Pennsylvania individual market versus the employer group population underlying
the HCGs, controlling for risk score differences attributable to non-morbidity factors (e.g.
demographics and plan mix). We then projected this historical morbidity snapshot forward to
account for risk pool deterioration in reaction to the elimination of the individual mandate. A
factor of 1.06 was used to project the elimination of the individual mandate, based on
instruction from the Pennsylvania Insurance Department.

The relative morbidity assumption used for projecting claims reflects PHW'’s expectations
regarding the morbidity of its 2019 membership relative to the single risk pool, and is
consistent with the relative morbidity assumption used to estimate PHW’s risk transfer
payment/receivable.

Adjustments Made to the Data:

The following adjustments were made to calibrate the pricing model to the expected
population:

- Rating region

- Expected demographics

- Expected morbidity

- Cost trend and provider reimbursement

- Expected utilization management savings

- Utilization trend

- Consideration of relevant QHP experience

- Benefit plan designs and expected cost-sharing

The adjustments, which are discussed above, are appropriate and necessary to reflect the
anticipated population, region, provider network, and benefits anticipated for the 2019 single
risk pool.

Inclusion of Capitation Payments:

Capitated payments for services are accounted for through a PMPM allocation to claims,
where the average capitation amount replaces the projected claims amount.

11



7. Credibility of Experience

PHW does not have calendar year 2017 experience on which to base rate development. 0%
credibility was assigned to experience.

12



8. Paid to Allowed Ratio

Paid to allowed ratios for each plan were calculated using the Milliman Managed Care Rating
Model (MCRM), calibrated to the expected population as described in Section 6, “Credibility
Manual Rate Development.”

The Paid to Allowed Average Factor in the Projection Period for the market (0.840) is shown
on Worksheet 1, Section Ill of the URRT.

This ratio was developed by compositing values from the pricing model by plan. The paid to
allowed ratios for each plan were composited using the projected membership shown on
Worksheet 2 of the URRT. This calculation is shown in Appendix 8.1.

Each plan’s paid to allowed ratio has been reviewed for reasonableness and found to be
relatively consistent with the AV calculator value (calculated with the 2019 Federal AV
Calculator). The differences between the paid to allowed ratios and the AV calculator values
are appropriate given the differences between the two calculation methods.

The paid to allowed ratio reflects full plan liability for CSR subsidies.

13



9. Risk Adjustment and Reinsurance

Experience Period Risk Adjustment and Reinsurance Adjustments PMPM:

This is a new filing. As such, PHW does not have calendar year 2017 experience to report.
Projected Risk Adjustments PMPM:

The Projected Risk Adjustment Transfer PMPM |l is shown on Worksheet 1, Section
lIl. This amount is net of the 2019 Risk Adjustment User Fee of $0.15 PMPM (0.02% of
premium). Appendix 14.1 shows how the anticipated risk adjustment transfer revenue is
applied to the Index Rate in the development of the Market Adjusted Index Rate. Appendix 9.1
shows quantitative support for PHW’s projected 2019 risk adjustment liability.

The risk adjustment transfer calculations are based on the risk adjustment transfer formula, as
provided in the Federal Register Volume 78 Number 47, and displayed below.

T, — l PLRS{XIDF;XGCF; AV iXARF XIDF;XGCF; ]p
L Y.i(SiXPLRS;XIDF;XGCF;)  Yi(siXxAV{XARF;XIDFiXGCFj) S

Where:
Ps = state average premium;
PLRS; = plan i’s plan liability risk score;
AVi=plan i’s metal level AV;
ARF,; = plan i's allowable rating factor;
IDF; = plan i’s induced demand factor;
GCF; = plan i’s geographic cost factor;
si = plan i’s share of state enrollment as measured in member months;
and the denominator is summed across all plans in the risk pool in the market in the state.

We project the portfolio average for each factor in the risk adjustment transfer formula using a
combination of (i) the state’s actual historical risk adjustment factors adjusted to the projected
population and (ii) adjustments for market and risk adjustment program changes. The resulting
aggregate payment or receivable is then proportionally allocated to all plans in the portfolio.

For the purpose of our modeling, each of these factors was approximated as follows.

P: The state average premium was assumed to be approximately || I (net of the
14% administrative cost carve out).

14



PLRS: The statewide average risk score is projected based on the average PLRS of the single
risk pool in 2016, as reported by the U.S. Department of Health and Human Services (HHS),
adjusted for projected changes in the demographics, morbidity, and plan mix of the single risk
pool from 2016 to 2019.

The average risk score for PHW’s membership is projected by adjusting the projected single
risk pool average risk score for risk score differences associated with demographic, plan mix,
and morbidity differences between the two populations.

HHS’s proposed HCC model and coefficient changes for 2018 and 2019 (including partial year
adjustment factors, prescription drug condition categories, and model recalibration) were
considered in the development of the projected risk adjustment transfer. The demographic,
plan mix, and morbidity assumptions supporting the projected statewide and PHW risk score
projections are consistent with the demographic, plan mix, and morbidity assumptions used to
project claims costs.

IDF: The statewide average IDF is projected based on the average IDF of the single risk pool
in 2016, as reported by HHS.

The average IDF for PHW is projected by applying the induced demand factors from the
market reform rule published in the March 11, 2013 Federal Register, page 15433, Table 11 to
PHW'’s projected population. The formula recognizes the following IDF factors by metallic tier:
Bronze 1.00, Silver 1.03, Gold 1.08 and Platinum 1.15.

AV: The statewide average actuarial value (AV) is projected based on the average metal level
AV of the single risk pool in 2016, as reported by HHS.

The average AV for PHW is projected by applying the metal level AV factors from the market
reform rule published in the March 11, 2013 Federal Register, page 15433, Table 9 to PHW’s
projected population. The formula recognizes the following AV values by metallic tier: Bronze
0.60, Silver 0.70, Gold 0.80, and Platinum 0.90.

ARF: As stated in the March 11, 2013 Federal Register, page 15433, the allowable rating
factor (ARF) adjustment accounts only for age rating.

The statewide average AREF is projected based on the average ARF of the single risk pool in
2016, as reported by HHS, adjusted for projected changes in the demographics of the single
risk pool from 2016 to 2019.

The average ARF for PHW is projected by applying the proposed 2019 HHS age rating factors
to PHW'’s projected population. An equal distribution across ages within each age band was
assumed.

15



GCF: The average GCF for PHW relative to the statewide average was modeled based on
historical GCFs by rating area, any anticipated changes in these GCFs over time, and PHW'’s
projected enrollment by rating area.

Based on the 2019 Notice of Benefit and Payment Parameters (NBPP), we have also modeled
a net risk adjustment transfer for 2019 attributable to the high cost risk pooling program. We
modeled this as the combination of a receivable, based on the attachment point and
coinsurance (as outlined in the 2019 NBPP), and an assessment, based as a percentage of
premium.

Outliers were reflected in our calculations to the extent that outliers are reflected in historical
risk scores used as the starting point of the 2019 risk transfer projection and via the calculation
of the net High Risk Pool receivable or payment. Otherwise, there were no “potential outlier
assumptions” that would have an impact on transfers.

The risk adjustment transfer amounts | ll shown on Worksheet 1 of the URRT are the
actual PMPM amounts expected in the projection period. The risk adjustment transfer amount
applied to the Index Rate in the development of the Market Adjusted Index Rate is on an
allowed claims basis, as the Index Rate is on an allowed claims basis.

The demographic, plan mix, and morbidity assumptions supporting the risk transfer projection
are consistent with the demographic, plan mix, and morbidity assumptions used to project
claims costs.

Projected ACA Reinsurance Recoveries Net of Reinsurance Premium (Individual Market
and Combined Markets Only):

The Federal Transitional Reinsurance Program ended with the 2016 benefit year. This field
has been populated with “0” in the URRT for the 2019 plan year.

16



10.  Non-Benefit Expenses and Profit & Risk

The non-benefit expense values ($120.04) can be found in Appendix 10.1.
Administrative Expense Load:

The administrative expense load ($49.66; 7.75% of Premium) was provided by PHW. This
allowance is based on the projected enrollment and is estimated to appropriately cover
expenses for overhead, operations, sales, and marketing expenses.

There is an additional amount to cover approved quality improvement expenses ($3.58) and
provider incentive payments ($2.00).

The administrative expenses are allocated proportionally by plan on a constant percentage of
premium basis.

Profit (or Contribution to Surplus) & Risk Margin:

This load ($25.03; 3.91% of Premium) was applied proportionally to all products and plans and
can be found in Appendix 10.1.

Taxes and Fees:

The taxes and fees ($39.62) which may be subtracted from premiums for purposes of
calculating the MLR are listed in Appendix 10.1.

The Risk Adjustment User Fee ($0.15) is netted out of the risk adjustment transfer amount.
This value is not included as part of Taxes and Fees on Worksheet 1, Section Ill of the URRT.

See Section 14, “Market Adjusted Index Rate”, for discussion on how the Exchange user fee is
calculated and applied to the Market Adjusted Index Rate.

17



11.  Projected Loss Ratio

The projected medical loss ratio (MLR) as prescribed by 45 CFR 158 is 87.6%. The projected
MLR reflects the projection year single risk pool experience, rather than the three-year
combined period that is used for determining MLR rebates. There was no credibility adjustment
applied to the projected MLR. Including a credibility adjustment would only increase the
projected MLR, which already satisfies the MLR requirement. See Appendix 11.1 for the
calculation for the projected federal medical loss ratio.

18



12.  Single Risk Pool

The Index Rate ($464.95) is based on the single risk pool set by the State of Pennsylvania,
which was established according to the requirements in 45 CFR Part 156.80. The single risk
pool is defined as the non-grandfathered individual business in Pennsylvania.

Neither the single risk pool for the experience period nor the projection period include
members who are eligible to remain enrolled in transitional plans.

19



13. Index Rate

PHW did not offer products in 2017, so the Index Rate for the Experience Period does not
apply.

The Index Rate for the Projection Period ($464.95) (calendar year 2019) is reflected in
Worksheet 1, Section Il of the URRT. It was developed following the specifications of 45 CFR
part 156.80(d)(1). The Index Rate for the Projection Period represents the estimated total
combined projected allowed claims PMPM for Essential Health Benefits (EHB) for calendar
year 2019 and has not been adjusted for payments and charges under the risk adjustment
program or for Exchange user fees. There is no difference between the total allowed claims
PMPM and the Index Rate, as the benefits are 100% EHB. Pediatric dental is excluded in the
benefit package since this will be offered through a stand-alone plan on the Exchange. The
Index Rate for the Projection Period was calculated based on the methodology discussed in
Section 6, “Credibility Manual Rate Development”, above and does not include benefits in
excess of the EHBs. The Index Rate for the Projection Period will remain unchanged until a
renewal filing effective January 1, 2020.

The development of the Index Rate for the Projection Period is shown in Worksheet 1, Section
Il. This reflects:

e The 12-month projection period shown in Worksheet 1, Section Il

e The anticipated claim level of the projection period with respect to trend, benefits, and
demographics

e The experience of all policies expected to be in the single risk pool (with necessary
adjustments)

Appendix 13.1 demonstrates the calculation of the Projected Index Rate by blending the
Experience Period Index Rate with the Credibility Manual Index Rate, as applicable. The next
three sections further describe the steps taken to develop the Market Adjusted Index Rate and
Plan Adjusted Index Rate.
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14.  Market Adjusted Index Rate

The Index Rate for the Projection Period is adjusted to arrive at the Market Adjusted Index
Rate ($646.75) based on the following, as outlined in 45 CFR 156.80(d):

e Adjustment for the Risk Adjustment Program
e Exchange user fee adjustment

The risk adjustment estimation process is described in Section 9, “Risk Adjustment and
Reinsurance”. Since the Index Rate is on an allowed claims basis, the market-level
adjustments are done on an allowed basis.

The net Exchange user fee adjustment applied to premium rates is 3.50% of premium. This is
based on weighting the expected distribution of issuer enrollment sold through the Exchange
and sold outside of the Exchange. Per the 2019 final benefit and payment parameters, the
Exchange user fee is 3.50% of premium for members purchasing coverage via the Exchange,
and there is no Exchange fee for members enrolling in coverage outside of the Exchange. We
assumed 100% of members would enroll through the Exchange and 0% would enroll outside
of the Exchange. On Appendix 14.1, the user fee is shown on an allowed basis as a
multiplicative factor, and this factor is 1.043.

No adjustment was made for reinsurance. The Federal Transitional Reinsurance Program
ended in 2016 and will not be in effect during 2019.

Similar to the Index Rate, the Market Adjusted Index Rate reflects the area and demographic
characteristics of the single risk pool. The Market Adjusted Index Rate is not calibrated.

Appendix 14.1 shows the development of the Market Adjusted Index Rate. Appendix 14.2
provides additional support for the development of the net risk adjustment transfer and
exchange user fee factors shown on Appendix 14.1.
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15.  Plan Adjusted Index Rate

The Plan Adjusted Index Rate ($640.54) is included in Worksheet 2, Section IV of the URRT.
The Plan Adjusted Index Rate is the Market Adjusted Index Rate adjusted for only the
following allowable adjustments, where applicable, as outlined in 45 CFR 156.80(d):

e The actuarial value and cost-sharing design of the plan

(0]

The CMS Actuarial Value Calculator was used to determine the AV metal value
for each plan.

The actuarial value and cost-sharing pricing adjustment was developed using the
Milliman Managed Care Rating Model (MCRM), calibrated to the expected
population as described in Section 6, “Credibility Manual Rate Development.”
Relativities between plans are based on the differences in cost and utilization for
varying levels of cost-sharing. This adjustment does not reflect differences due to
health status. When projecting plan rating factors, the pricing model assumes the
same demographic and risk characteristics for each plan priced, thereby
excluding expected differences in the morbidity of members assumed to select
the plan.

The actuarial and cost-sharing pricing adjustment reflects full plan liability for
CSR subsidies. CSR costs are reflected as a uniform percentage load applied to
each silver ACA-compliant plan (both those sold through the Exchange and
those sold outside of the Exchange). Based on guidance from the state of
Pennsylvania, this load was set to 1.20.

e The plan’s provider network, delivery system characteristics, and utilization
management adjustment practices.

(0]

Not applicable. All plans have the same provider network.

¢ Benefits provided under the plan that are in addition to the EHBs.

(0]

There are no non-EHBs for this rate filing.

e Administrative costs, excluding the Exchange user fees (which are already accounted
for in the Market Adjusted Index Rate).

(0]

The administrative costs ($55.24) are discussed in Section 10, “Non-Benefit
Expenses and Profit & Risk”.

The development of the administrative costs excluding exchange user fees factor
is shown in Appendix 15.2.
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There are no catastrophic plans being offered, so there is no eligibility adjustment made for
catastrophic plan enroliment.

Administrative costs and other benefits (non-EHB) common to all plans are added to the
Market Adjusted Index Rate. Then, factors for actuarial value and cost-sharing and non-EHBs
by plan are applied to reach the Plan Adjusted Index Rate for each plan.

The development and values of the Plan Adjusted Index Rates are shown in Appendix 15.1.

The Plan Adjusted Index Rate reflects the average demographic characteristics of the single
risk pool and is not calibrated.

On Worksheet 2, Section lll, the Plan Adjusted Index Rate of the Experience Period is set to
zero as there is no reported experience.
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16. Calibration

The Plan Adjusted Index Rate is calibrated for plans within the single risk pool to correspond to
an age rating factor of 1.0, a geographic rating factor of 1.0, and a tobacco use rating factor of
1.0. The intent of the calibration factors is to reset the Plan Adjusted Index Rate so that
applying the age factor, geographic rating area factor, and tobacco use factor will result in the
appropriate consumer adjusted premium rate. The calibration factors for each of the age,
geographic, and tobacco use factors are shown in Appendix 16.1. Note that each of the
calibration factors has one value that is applied uniformly and does not vary by plan.

Age Curve Calibration:

The age curve calibration factor (1.731) is applied in Appendix 16.1. The age curve calibration
factor is calculated by weighting the prescribed age rating factors with the single risk pool
membership distribution. This age curve calibration calculation is based on page 9 of the Final
2019 Unified Rate Review Instructions. The age factor for each age band is the simple
average of the factors in that band. The rounded weighted average age corresponding to this
age calibration factor is 49 years. The development of the average age curve calibration factor
may be found in Appendix 16.2.

Appendix 16.1 of the Actuarial Memorandum demonstrates the calibration of the Plan Adjusted
Index Rate for age. The distribution of members by age is in Appendix 1.2 and the age factors
are in Appendix 1.3.

Geographic Factor Calibration:

The geographic rating factors are displayed in Appendix 1.3. The development of the average
geographic rating factor (1.000) may be found in Appendix 16.3.

Tobacco Use Rating Factor Calibration:

The tobacco use calibration factor (1.004) is applied in Appendix 16.1. The tobacco use
calibration factor removes the portion of the cost expected to be recouped through the tobacco
surcharge. This factor is calculated by weighting the tobacco factors with the single risk pool
membership distribution of tobacco and non-tobacco users. The tobacco factors are listed in
Appendix 1.3. The development of the average tobacco use calibration factor may be found in
Appendix 16.4.

Calibration adjustments are applied uniformly to all plans

The calibration adjustment (1.739) does not vary by plan and is evident in Appendix 16.1. The
member-level adjustments as described in 45 CFR 147.102 are applied uniformly to all plans
in the single risk pool, and these adjustments do not vary by plan.
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On Appendix 16.1, the Plan Adjusted Index Rate is calibrated for age, tobacco, and geography
to determine the Calibrated Plan Adjusted Index Rate ($368.39). The Calibrated Plan Adjusted
Index Rate can then be converted to the Base Rate ($381.40) by dividing by the average plan
rate factor. Multiplying the Base Rate by the plan, age, tobacco, and area factors produces the
Consumer Adjusted Premium Rate. The distribution of members by rating area is in Appendix

1.2. Appendix 1.4 lists the steps to calculate final premium rates and shows the calculation for
an example policy with family coverage.
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17.  Consumer Adjusted Premium Rate Development

Each Plan Adjusted Index Rate is divided by the overall calibration factor to determine the
Calibrated Plan Adjusted Index Rate.

The following allowable rating factors, as specified by 45 CFR Part 147.102, are applied to the
Calibrated Plan Adjusted Index Rate to determine the rate that is charged to the health
insurance purchaser:

o Age
o0 The prescribed standard age factors were used.
e Rating Area

o0 The area factors are listed in Appendix 1.3. The methodology for developing
geographic factors is included in Section 16, “Calibration”.

e Tobacco status

o0 The tobacco factor for 2019 is set to 1.15 for all ages 18+. In lieu of credible data,
the factor was selected from a reasonable range of cost impacts based on
tobacco cost literature. Specifically, the report “The Business Case for Coverage
of Tobacco Cessation, 2012 Update” by Leif Associates, Inc. was considered
which suggests that healthcare costs for smokers are greater than those of non-
smokers and may be as much as 34% higher than costs for non-smokers.

e For family coverage, rates for children are charged to no more than the three oldest
covered children under age 21

Appendix 1.3 lists the allowable rating factors and Appendix 1.4 has an example calculation of
a family’s rates.
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18. AV Metal Values

The AV Metal Values included in Worksheet 2 of the Part | URRT were calculated using the
final 2019 Federal AV Calculator released on December 28, 2017. Please refer to Appendix
18.1 for screenshots documenting the outcomes of the AV Calculator for each plan.
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19. AV Pricing Values

For each plan, we have indicated the portion of the AV Pricing Value that is attributable to each
of the allowable modifiers to the Index Rate as described in 45 CFR Part 156, §156.80(d)(2).
See Appendix 19.1 for this development.

Each plan’s AV Pricing Value represents the cumulative effect of adjustments made by the
issuer to move from the Market Adjusted Index Rate to the Plan Adjusted Index Rate. The AV
Pricing Values reflect the relative impact of the following items:

e The plan’s provider network, delivery system characteristics, and utilization
management

e The actuarial value and cost-sharing design of the plan, including full plan liability for
CSR subsidies. CSR costs are reflected as a uniform percentage load applied to each
silver ACA-compliant plan (both those sold through the Exchange and those sold
outside of the Exchange).

e The additional expected cost of non-essential health benefits provided under each plan

e Administrative costs, excluding Exchange user fees

Plan benefit relativities were developed using the Milliman Managed Care Rating Model
(MCRM), calibrated to the expected population as described in Section 6, “Credibility Manual
Rate Development.” Demographic and risk characteristics were held constant for each plan
priced, thereby excluding expected differences in the morbidity of members assumed to select
the plan.
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20. Membership Projections

Market share for Pennsylvania was projected at the county level using our standard market
share model, which is based on our experience in other markets and our assumed competitive
positions. The resulting market share projection was then applied to the 2019 estimated
market. An aggregated, proportional demographic profile based on our current membership in
other markets was then applied to this top line membership projection to derive projected
enroliment by demographic.

For Silver plan membership, the membership projections break out enrollment separately for
each cost-sharing reduction subsidy level. The detail of the projected membership by subsidy
level is shown in Appendix 20.1.
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21. Terminated Plans and Products

There are no terminated plans for the 2019 plan year.
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22. Plan Type

The Plan types listed in Worksheet 2, Section | of the Part | URRT describe PHW’s plans
exactly.
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23. Warning Alerts

There are no warning alerts in the URRT.
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24. Effective Rate Review Information

The following Pennsylvania state-specific requirements have been included elsewhere in this
filing package:

e 2019 _PA _ Health_and_Wellness_Inc_State Actuarial_Memo_20180713.pdf
e 2019 PA Health_and_Wellness _Inc_Part_Il_Justification_20180713.pdf

e 2019 _PA Health_and_Wellness_Inc_Actuarial_Memorandum_Rate_Exhibits_201807
13.xIsm

e 2019 PA Health_and_Wellness_Inc_Plan_Design_Summary_and_Rate_Tables 2018
0713.xIsb

e 2019 PA Health_and Wellness Inc_State Completeness _and_Redaction_Checklist
20180713.xlsm

e 2019 _PA Health_and_Wellness_Inc_Pennsylvania_Counties_Map_20180713.ppt
e 2019 PA Health_and Wellness Inc_State Required_Cover_Letter 20180713.docx

e 2019 PA Health_and_Wellness_Inc_Rate Change Request Summary_20180713.pd
f

e 2019 PA Health_and Wellness_Inc_Redaction_Justification_20180713.docx

2019_PA_Health_and_Wellness_Inc_Public_Rate_Filing PDF_20180713.pdf
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25. Reliance

In the preparation of this filing, | relied upon data provided under the direction of |||l

, Pennsylvania Health & Wellness, Inc. | performed general reasonableness checks, but
| have not audited the data and have relied upon its accuracy. To the extent that the underlying
data is inaccurate, this filing may also be inaccurate. Actual results will vary from those
projected in the filing. This is due to random fluctuations, unexpected large claims, changes in
population, and other such factors.

See Appendix 25.1 for a listing of items received for the rate development.
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26. Actuarial Certification

|, . - 2 member of the American Academy of Actuaries in good
standing and meet its qualification standards for actuaries issuing statements of actuarial

opinion in the United States promulgated by the American Academy of Actuaries, and have the
education and experience necessary to perform the work. This filing is prepared on behalf of
Pennsylvania Health & Wellness, Inc. (the “Company”) to comply with applicable State and
Federal Statutes for individual rate filings.

| am affiliated with Milliman, Inc. (“Milliman”), an independent actuarial consulting firm that is
not affiliated with, nor a subsidiary of, nor in any way owned or controlled by a health plan,
health insurer, or a trade association of health plans or insurers.

| certify the rates were developed in accordance with the appropriate Actuarial Standards of
Practice (ASOPs) and the profession’s Code of Professional Conduct. While other ASOPs
apply, particular emphasis was placed on the following:

e ASOP No. 5, Incurred Health and Disability Claims

e ASOP No. 8, Regulatory Filings for Health Benefits, Accident and Health Insurance, and

Entities Providing Health Benefits

ASOP No. 12, Risk Classification

ASOP No. 23, Data Quality

ASOP No. 25, Credibility Procedures

ASOP No. 26, Compliance with Statutory and Regulatory Requirements for the

Actuarial Certification of Small Employer Health Benefit Plans

ASOP No. 41, Actuarial Communications

e ASOP No. 42, Health and Disability Actuarial Assets and Liabilities Other Than
Liabilities for Incurred Claims

e ASOP No. 45, The Use of Health Status Based Risk Adjustment Methodologies

e ASOP No. 50, Determining Minimum Value and Actuarial Value under the Affordable
Care Act

| certify that to the best of my knowledge and judgment:
1. The Index Rate for the Projection Period is:

a. In compliance with all applicable State and Federal Statutes and Regulations
(45 CFR 156.80 and 147.102)

b. Developed in compliance with the applicable Actuarial Standards of Practice

c. Reasonable in relation to the benefits provided and the population anticipated
to be covered
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d. Neither excessive nor deficient based on my best estimates of the 2019
individual market.

2. The Index Rate and only the allowable modifiers as described in 45 CFR
156.80(d)(1) and 45 CFR 156.80(d)(2) were used to generate plan-level rates.

3. The percent of total premium that represents Essential Health Benefits included
in Worksheet 2, Sections Ill and IV was calculated in accordance with actuarial
standards of practice. The EHB portion of premium is appropriate as the basis of
determining APTCs.

4, The geographic rating factors used reflect only differences in the cost of delivery,
and do not include differences for population morbidity by geographic area.

5. The CMS Actuarial Value Calculator was used to determine the AV Metal Values
shown in Worksheet 2, Section | of the URRT for all plans.

6. This is a new filing. Therefore, there are no factor, benefit, or other changes from
a prior approved filing to be disclosed.

7. No new plan is a modification of an existing plan.

8. The information presented in the PA Actuarial Memorandum and PA Actuarial

Memorandum Rate Exhibits is consistent with the information presented in the
2019 Rate Filing Justification.

The URRT does not demonstrate the process used to develop proposed premium rates. It is
representative of information required by Federal regulation to be provided in support of the
review of rate increases, for certification of qualified health plans and for certification that the
Index Rate is developed in accordance with Federal regulation and used consistently and only
adjusted by the allowable modifiers.

The 2019 plan year premium rates in this actuarial memorandum are contingent upon the
status of the ACA statutes and regulations including any regulatory guidance, court decisions,
or otherwise. Changes have the potential to greatly impact the 2019 plan year premium rates
provided in this Actuarial Memorandum and the alignment of these premium rates with
incurred costs. Changes include, but are not limited to, any legislative or regulatory
amendment, court decision, 1332 waivers bringing reinsurance or other such programs to a
state; or a decision by Congress, the Health and Human Services Secretary, or the Centers for
Medicare and Medicaid Services director to fund cost-sharing reduction subsidies, alter
advance premium tax credits, or further modify the individual mandate requirement and
penalty. In the event that a material provision is impacted, a revision to the rates will be
needed. In particular, rates were developed assuming steady funding of Advanced Premium
Tax Credits (APTCs) and no funding of cost-sharing reduction (CSR) subsidy payments. The
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continuity of this funding approach will impact whether rates are sufficient and not excessive.
Milliman expresses no opinion with regard to the future funding of CSR payments.

The information provided in this actuarial memorandum is in support of the items illustrated in
the URRT and does not provide an actuarial opinion regarding the process used to develop
proposed premium rates. It does certify that rates were developed in accordance with
applicable regulations, as noted.

Differences between the projections and actual amounts depend on the extent to which future
experience conforms to the assumptions made for this analysis. It is certain that actual
experience will not conform exactly to the assumptions used in this analysis. Actual amounts
will differ from projected amounts to the extent that actual experience deviates from expected
experience.

Signed:

Name: NS

Title:  Principal & Consulting Actuary
Date: July 13, 2018
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Appendix 1.1
F ia Health & Inc.
Description of Benefits

Rx Member Cost-Sharing

: o Includes adult | Includes adult
Plan Design PlanID Plan Type Medlc.al Member Rx_ OOP Max PCP Visit sPe?'?"s‘ Generic Preferred | Non-Preferred Specialty vision dental
D C D Visit Brand Brand
coverage? coverage?
Ambetter Secure Care 1 (2019) with 3 Free PCP Visits 86199PA0010001 HMO $1,000 20% $500 $6,350 D&c D&C $10 NSD $25 SD $75 SD 30% SD (Max $350) N N
Ambetter Balanced Care 3 (2019) 86199PA0010003 HMO $3000 INT 30% INT $6,750 $30 NSD $60 NSD $25 NSD $50 NSD D&C 30% SD N N
Ambetter Balanced Care 5 (2019) 86199PA0010005 HMO $7350 INT 0% INT $7,350 $40 NSD $80 NSD $20 NSD $60 NSD D&C $0 SD N N
Ambetter Balanced Care 11 (2019) 86199PA0010004 HMO $6000 INT 40% INT $7,900 $30 NSD $60 NSD $20 NSD $50 NSD D&C 40% SD N N
Ambetter Essential Care 1 (2019) 86199PA0010002 HMO $7900 INT 0% INT $7,900 D&c D&C $20 NSD D&c D&cC $0SD N N

D&C - Deductible and Coinsurance

INT — Integrated Medical and Rx Deductible

NSD - Not subject to deductible

SD — Subject to deductible

Rx Copay — Generic / Preferred Brand / Non-Preferred Brand / Specialty
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Appendix 1.2

Pennsylvania Health & Wellness, Inc.

Age and Rating Area Distributions

Age Percent Rating Percent
Band Distribution Area Distribution
0-14 7.14% Rating Area 8 100.0%
15 0.48%
16 0.48%
17 0.48%
18 0.48%
19 1.17%
20 1.17%
21 1.17%
22 1.17%
23 1.17%
24 1.17%
25 1.72%
26 1.72%
27 1.72%
28 1.72%
29 1.72%
30 1.64%
31 1.64%
32 1.64%
33 1.64%
34 1.64%
35 1.59%
36 1.59%
37 1.59%
38 1.59%
39 1.59%
40 1.61%
41 1.61%
42 1.61%
43 1.61%
44 1.61%
45 1.80%
46 1.80%
47 1.80%
48 1.80%
49 1.80%
50 2.14%
51 2.14%
52 2.14%
53 2.14%
54 2.14%
55 2.62%
56 2.62%
57 2.62%
58 2.62%
59 2.62%
60 3.47%
61 3.47%
62 3.47%
63 3.47%
64 and Over 4.52%
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Appendix 1.3

Pennsylvania Health & Wellness, Inc.

Rate Table
Age Age Tobacco Factors Geographic Factors
Base Rate:| $381.40 Band Factor Smoker Non-Smoker Rate
0-14 0.765 1.000 1.000 Area Factor

15 0.833 1.000 1.000 Rating Area 8 1.000
16 0.859 1.000 1.000
17 0.885 1.000 1.000
18 0.913 1.150 1.000
19 0.941 1.150 1.000
20 0.970 1.150 1.000
21 1.000 1.150 1.000
22 1.000 1.150 1.000
23 1.000 1.150 1.000
24 1.000 1.150 1.000
25 1.004 1.150 1.000
26 1.024 1.150 1.000
27 1.048 1.150 1.000
28 1.087 1.150 1.000
Rate 29 1.119 1.150 1.000
Plan Factor 30 1.135 1.150 1.000
Ambetter Secure Care 1 (2019) with 3 Free PCP Visits 1.112 31 1.159 1.150 1.000
Ambetter Balanced Care 3 (2019) 1.127 32 1.183 1.150 1.000
Ambetter Balanced Care 5 (2019) 1.000 33 1.198 1.150 1.000
Ambetter Balanced Care 11 (2019) 0.985 34 1.214 1.150 1.000
Ambetter Essential Care 1 (2019) 0.793 35 1.222 1.150 1.000
36 1.230 1.150 1.000
37 1.238 1.150 1.000
38 1.246 1.150 1.000
39 1.262 1.150 1.000
40 1.278 1.150 1.000
41 1.302 1.150 1.000
42 1.325 1.150 1.000
43 1.357 1.150 1.000
44 1.397 1.150 1.000
45 1.444 1.150 1.000
46 1.500 1.150 1.000
47 1.563 1.150 1.000
48 1.635 1.150 1.000
49 1.706 1.150 1.000
50 1.786 1.150 1.000
51 1.865 1.150 1.000
52 1.952 1.150 1.000
53 2.040 1.150 1.000
54 2.135 1.150 1.000
55 2.230 1.150 1.000
56 2.333 1.150 1.000
57 2.437 1.150 1.000
58 2.548 1.150 1.000
59 2.603 1.150 1.000
60 2.714 1.150 1.000
61 2.810 1.150 1.000
62 2.873 1.150 1.000
63 2.952 1.150 1.000
64 and Over 3.000 1.150 1.000
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Appendix 1.4
Pennsylvania Health & Wellness, Inc.
Rating Example

Family Rating Example

Plan Design:  Ambetter Secure Care 1 (2019) with 3 Free PCP Visits

Product: 86199PA001
(h) = (d) x (e) x
(@) (b) (c) (d) = ((a) + (b)) x () (e) ()] (9) (f) x (9)
Plan Rate  (Base + Prod. Adj.) *

Member Age Smoking Status  Rating Area Base Prod. Adj. Factor Plan Factor Age Factor Tobacco Area Final Premium
Subscriber 40 Non-Smoker Rating Area 8  $381.40 $0.00 1.112 $424.12 1.278 1.000 1.000 $542.02
Spouse 38 Non-Smoker Rating Area 8  $381.40 $0.00 1.112 $424.12 1.246 1.000 1.000 $528.45
Child 1 18 Non-Smoker Rating Area8  $381.40 $0.00 1.112 $424.12 0.913 1.000 1.000 $387.22
Child 2 16 Non-Smoker Rating Area 8  $381.40 $0.00 1.112 $424.12 0.859 1.000 1.000 $364.32
Child 3 14 Non-Smoker Rating Area 8  $381.40 $0.00 1.112 $424.12 0.765 1.000 1.000 $324.45
Child 4 11 Non-Smoker Rating Area 8 $381.40 $0.00 1.112 $424.12 0.000 1.000 1.000 $0.00
Total $2,146.46

Steps to Calculate Final Premium:
(1) Look up the plan's Base Rate factor (a) and Product Adjustment factor (b). Add together.
(2) Look up the Plan Rate factor based on the plan design (c).
(3) Multiply the sum of (a) and (b) by the Plan Rate factor as shown in column (d).
(4) Look up the age factors for each member based on age (e).
Note that premiums can only be charged for the first 3 children, so the age factor for all subsequent children will be 0.
(5) Look up the tobacco factor for each member according to smoking status and age (f).
(6) Look up the area factor based on the rating area (g).
(7) Multiply column (d) by the age, tobacco and area factors for each member individually.
(8) Sum the results from (7) for the final premium for the family.
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Appendix 4.1
Pennsylvania Health & Wellness, Inc.
Benefit Category Mapping

MCRM Benefit Category

Inpatient Facility - Non-Maternity
Medical
Medical - Other Newborn
Surgical
Psychiatric - Hospital
Psychiatric - Residential
Alcohol & Drug Abuse - Hospital
Alcohol & Drug Abuse - Residential

Inpatient Facility - Maternity
Normal Deliveries
Cesarean Deliveries
Non-Deliveries

Skilled Nursing Facility

Outpatient Facility

Observation

Emergency Room

Surgery

Radiology
Radiology - Therapeutic
Radiology - Diagnostic
Radiology - CT / MRI / PET

Pathology/Lab

Pharmacy

Cardiovascular

PT/OT/ST

Psychiatric

Alcohol & Drug Abuse

Preventive

Other Outpatient Facility

Professional
Inpatient Surgery - Non-Maternity
Surgeon
Anesthesia

Maternity
Professional
Anesthesia

Outpatient Surgery
Outpatient Facility
Office
Anesthesia

Inpatient Visits
Medical
Psychiatric
Alcohol & Drug Abuse

Office Visits & Miscellaneous Services
Office/Home Visits - PCP
Office/Home Visits - Specialist
Urgent Care Visits
Office Administered Drugs

URRT Benefit
Category

Inpatient Hospital
Inpatient Hospital
Inpatient Hospital
Inpatient Hospital
Inpatient Hospital
Inpatient Hospital
Inpatient Hospital

Inpatient Hospital
Inpatient Hospital
Inpatient Hospital

Inpatient Hospital

Outpatient Hospital
Outpatient Hospital
Outpatient Hospital

Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital
Outpatient Hospital

Professional
Professional

Professional
Professional

Professional
Professional
Professional

Professional
Professional
Professional

Professional
Professional
Professional
Professional



Appendix 4.1
Pennsylvania Health & Wellness, Inc.
Benefit Category Mapping

MCRM Benefit Category
Allergy Testing
Allergy Immunotherapy
Miscellaneous Medical

Preventive Services
Immunizations
Well Baby Exams
Physical Exams
Other Preventive

Other Professional Services
ER Visits and Observation Care
Vision Exams
Hearing and Speech Exams
Physical Therapy
Cardiovascular
Radiology
Inpatient
Outpatient
Outpatient - Therapeutic
Outpatient - Diagnostic
Outpatient - CT / MRI / PET
Office
Office - Therapeutic
Office - Diagnostic
Office - CT/ MRI / PET
Pathology/Lab
Inpatient & Outpatient
Office
Chiropractor
Outpatient Psychiatric
Outpatient Alcohol & Drug Abuse

Other
Prescription Drugs
Private Duty Nursing/Home Health
Ambulance
DME and Supplies
Prosthetics
Autism - ABA
IUD Contraceptive
Implantable Rod Contraceptive
Infertility
Envolve Vision - Child - Exam / Hardware
Envolve Vision - Child - Med / Surg
Envolve Vision - Adult - Med / Surg
Envolve PeopleCare - Health Coaching
Envolve PeopleCare - Nurseline
Start Smart
Teledoc - Telehealth

Milliman

URRT Benefit
Category

Professional
Professional
Professional

Professional
Professional
Professional
Professional

Professional
Professional
Professional
Professional
Professional

Professional

Professional
Professional
Professional

Professional
Professional
Professional

Professional
Professional
Professional
Professional
Professional

Prescription Drug
Other Medical
Other Medical
Other Medical
Other Medical
Other Medical
Other Medical
Other Medical
Other Medical
Capitation
Capitation
Capitation
Capitation
Capitation
Capitation
Capitation



Appendix 8.1
Pennsylvania Health & Wellness, Inc.
Development of Paid to Allowed Ratio

(@)

Projected Member

(b)

Allowed Claims

(d)=(c)/(b)

Paid to Allowed

Product Plan Name Plan ID Months PMPM Paid Claims PMPM Ratio
Aggregate 68,370 $464.95 $390.41 0.840
Ambetter Ambetter Secure Care 1 (2019) with 3 Free PCP Visits 86199PA0010001 1,575 $485.65 $426.10 0.877
Ambetter Ambetter Balanced Care 3 (2019) 86199PA0010003 2,832 485.17 438.12 0.903
Ambetter Ambetter Balanced Care 5 (2019) 86199PA0010005 2,832 472.22 423.19 0.896
Ambetter Ambetter Balanced Care 11 (2019) 86199PA0010004 50,974 474.98 405.01 0.853
Ambetter Ambetter Essential Care 1 (2019) 86199PA0010002 10,157 403.74 289.16 0.716
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Appendix 9.1
Pennsylvania Health & Wellness, Inc.
Projected Risk Adjustment Transfers for 2019

Appendix 9.1 has been redacted.
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Appendix 10.1
Pennsylvania Health & Wellness, Inc.
Summary of Non-Benefit Expenses

% of Net % of Aggregate
Expense Component PMPM Revenue Premium
Aggregate Premium $640.54 100.00%
Net Revenue $510.45 100.00%
Administrative Expense Load
General Administrative Expense
Core CNC Admin $37.95 5.92%
Sales Compensation $7.40 1.15%
Marketing - Lead Generation $2.33 0.36%
Commercial Stop Loss $1.03 0.16%
Marketing - Post Enroliment Marketing Costs $0.00 0.00%
Risk Adjustment Optimization $0.00 0.00%
Premium Billings $0.00 0.00%
Connecture Front-End $0.00 0.00%
Non-Benefit Portion of Capitation Arrangements $0.95 0.15%
Quality Improvement Expense $3.58 0.56%
Provider Incentive Payments $2.00 0.31%
Total $55.24 8.62%
Post-Tax Profit and Contribution to Surplus $25.03 3.91%
Taxes and Fees - % of Premium
State Income Tax $0.27 0.04%
Federal Income Tax $6.73 1.05%
Federal Transitional Reinsurance Program Fee $0.00 0.00%
Patient Centered Outcomes Research Fee $0.00 0.00%
Pennsylvania Exchange Fee $22.42 3.50%
Total $29.41 4.59%
Taxes and Fees - % of Net Revenue
Health Insurance Provider Fee $0.00 0.00%
Assessments $0.00 0.00%
Misc. Taxes and Fees $0.00 0.00%
Pennsylvania Premium Tax Assessments $10.21 2.00%
Total $10.21 2.00%
URRT WS 1 Non-Benefit Expenses, Risk and Profit $119.89 23.49% 18.72%
Risk Adjustment User Fee $0.15
Total Non-Benefit Expenses, Risk and Profit $120.04 23.52% 18.74%
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Appendix 11.1

Pennsylvania Health & Wellness, Inc.

Projected MLR Table

a)  Incurred Claims $395.99
b)  Risk Adjustment Transfer $130.09
c) Projected Claims for MLR (a+b) $526.08
d)  Administrative Expenses $49.66
e) Post-Tax Profit and Contribution to Surplus $25.03
f) Taxes and Fees $32.78
g) Federal Income Tax $6.73
h) State Income Tax $0.27
i) Premium (c+d+e+f+g+h) $640.54
j) Medical Loss Ratio (c/(i-f-g-h)) 87.6%

This projected MLR is calculated according to 45 CFR 158. The projected MLR is the
projected 2019 calendar year single risk pool experience rather than the three-year
period used for determining rebates. No credibility adjustment based on projected
enrollment and average deductible was estimated; including a credibility adjustment

would increase the projected MLR.
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Appendix 13.1

Pennsylvania Health & Wellness, Inc.
Index Rate to Projected Index Rate

3 (4) (5)=(2)*(4) +(3) *[1-(4)]
Experience Credibility

Period Manual Credibility Projected

Plan ID Plan Name Index Rate (Projected) Index Rate (Projected) Factor Index Rate
86199PA0010001  Ambetter Secure Care 1 (2019) with 3 Free PCP Visits 1,575 N/A $464.95 0% $464.95
86199PA0010003  Ambetter Balanced Care 3 (2019) 2,832 N/A 464.95 0% 464.95
86199PA0010005 Ambetter Balanced Care 5 (2019) 2,832 N/A 464.95 0% 464.95
86199PA0010004 Ambetter Balanced Care 11 (2019) 50,974 N/A 464.95 0% 464.95
86199PA0010002  Ambetter Essential Care 1 (2019) 10,157 N/A 464.95 0% 464.95
Total 68,370 N/A $464.95 0% $464.95
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Appendix 14.1
Pennsylvania Health & Wellness, Inc.
Projected Index Rate to Market Adjusted Index Rate

(5) (6) (7) (8)=(5) *(6) *(7)
Projected Net Risk Adjustment Exchange Market Adjusted
Plan ID Plan Name Index Rate Transfer Factor User Fee Factor Index Rate
86199PA0010001 Ambetter Secure Care 1 (2019) with 3 Free PCP Visits $464.95 1.334 1.043 $646.75
86199PA0010003 Ambetter Balanced Care 3 (2019) 464.95 1.334 1.043 646.75
86199PA0010005 Ambetter Balanced Care 5 (2019) 464.95 1.334 1.043 646.75
86199PA0010004 Ambetter Balanced Care 11 (2019) 464.95 1.334 1.043 646.75
86199PA0010002 Ambetter Essential Care 1 (2019) 464.95 1.334 1.043 646.75
Total $464.95 1.334 1.043 $646.75

Milliman




Appendix 14.2
Pennsylvania Health & Wellness, Inc.
Development of Appendix 14.1 Values

[ 1+(a+b)/(c*d) Net Risk Adjustment Transfer Factor | 1.334 |
(a) Risk Adjustment Transfer (App 11.1) $130.09
(b) Risk Adjustment User Fee (App 10.1) $0.15
(c) Projected Index Rate (App 13.1) $464.95
(d) Paid to Allowed Ratio (App 8.1) 0.840

[ 1+(a)/(b+c+d*e) Exchange User Fee Factor [ 1.043 |
(a) Pennsylvania Exchange Fee (App 10.1) $22.42
(b) Risk Adjustment Transfer (App 11.1) $130.09
(c) Risk Adjustment User Fee (App 10.1) $0.15
(d) Projected Index Rate (App 13.1) $464.95
(e) Paid to Allowed Ratio (App 8.1) 0.840
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Appendix 15.1
F y ia Health & Inc.
Market Adjusted Index Rate to Plan Adjusted Index Rate

(8) (9) (10) (11) (12) (13) (14) = (15) = (8) *(14)
Provider Network, Administrative Impact of Specific 9) *...*(13)
Actuarial Value Delivery System Benefits in Costs Excluding Eligibility

Market Adjusted and Cost-Sharing and Utilization Addition to Exchange Categories for Plan Adjusted
Plan ID Plan Name Index Rate Design of the Plan the EHBs User Fees Catastrophic Plans AV Pricing Value' Index Rate
86199PA0010001 Ambetter Secure Care 1 (2019) with 3 Free PCP Visits $646.75 0.967 1.000 1.000 1179 1.000 1141 $737.63
86199PA0010003 Ambetter Balanced Care 3 (2019) 646.75 0.980 1.000 1.000 1179 1.000 1.155 747.22
86199PA0010005 Ambetter Balanced Care 5 (2019) 646.75 0.869 1.000 1.000 1179 1.000 1.025 663.16
86199PA0010004 Ambetter Balanced Care 11 (2019) 646.75 0.856 1.000 1.000 1179 1.000 1.010 653.14
86199PA0010002 Ambetter Essential Care 1 (2019) 646.75 0.690 1.000 1.000 1.179 1.000 0.814 526.20
Total $646.75 0.840 1.000 1.000 1179 1.000 0.990 $640.54
Notes:

1) The AV Pricing Value is found on Worksheet 2 of URRT.

Milliman




Appendix 15.2
Pennsylvania Health & Wellness, Inc.
Development of Administrative Costs Excluding Exchange User Fees Factor

(c)/(c-a+b)  Administrative Costs Excluding Exchange User Fees | 1.179 |
(a) URRT WS 1 Non-Benefit Expenses, Risk and Profit (App 10.1) $119.89
(b) Pennsylvania Exchange Fee (App 10.1) $22.42
(c) Premium (App 11.1) $640.54
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Appendix 16.1

P yl ia Health & Inc.
Plan Adjusted Index Rate to Calibrated Plan-Adjusted Index Rate
(15) (16) (17) (18) = (20) = (15)/(19) (21) (22) =
(16) * (17) * (18) (20)/(21)
Calibrated
Plan Adjusted Geographic Age Tobacco Use Plan-Adjusted

Plan ID Plan Name Index Rate Calibration Factor  Calibration Factor' Calibration Factor Calibration* Index Rate® Plan Rate Factor Base Rate*
86199PA0010001 Ambetter Secure Care 1 (2019) with 3 Free PCP Visits $737.63 1.000 1.731 1.004 1.739 $424.23 1.112 $381.40
86199PA0010003 Ambetter Balanced Care 3 (2019) 747.22 1.000 1.731 1.004 1.739 429.74 1.127 381.40
86199PA0010005 Ambetter Balanced Care 5 (2019) 663.16 1.000 1.731 1.004 1.739 381.40 1.000 381.40
86199PA0010004 Ambetter Balanced Care 11 (2019) 653.14 1.000 1.731 1.004 1.739 375.64 0.985 381.40
86199PA0010002 Ambetter Essential Care 1 (2019) 526.20 1.000 1.731 1.004 1.739 302.63 0.793 381.40
Total $640.54 1.000 1.731 1.004 1.739 $368.39 0.966 $381.40
Notes:

1) This is the adjustment to go from the true composite average age factor to an age factor 1.0 basis. The rounded weighted average age is 49.
2) The calibration value is the product of the rating area calibration factor (1.000), the age calibration factor (1.731), and the tobacco use calibration factor (1.004).

3) This is calibrated to an age factor of 1.0, a geographic factor of 1.0, and a tobacco use factor of 1.0. It can be multiplied by the appropriate area, age and tobacco use factors from Appendix 1.3 to closely mirror the Consumer Adjusted Premium Rate.

4) Matches Appendix 1.3 Base Rate.
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Appendix 16.2
Pennsylvania Health & Wellness, Inc.
Age Factor Development

Projected
Member Composite CMS
Age Band Months Proposed Relativity
Under 19 6,183 0.788
19-24 4,790 0.985
25-29 5,865 1.056
30-34 5,599 1.178
35-39 5,446 1.240
40-44 5,489 1.332
45-49 6,142 1.570
50-54 7,316 1.956
55-59 8,972 2.430
60-64 11,845 2.870
Over 65 723 3.000
Total 68,370 1.731

The rounded weighted average age is 49.
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Appendix 16.3
Pennsylvania Health & Wellness, Inc.
Area Factor Development

Projected Member
Regions Months EHB Paid PMPM Area Factor
Pennsylvania Rating Area 8 68,370 $390.41 1.000
Total 68,370 $390.41 1.000
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Appendix 16.4

Pennsylvania Health & Wellness, Inc.

Smoker Factor Development

Projected Member
Premium Rate Months Adjustment Factor
Tobacco User 2,019 1.150
Non-Tobacco User 66,351 1.000
Total 68,370 1.004
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Appendix 18.1
Pennsylvania Health & Wellness, Inc.
AV Calculator Results

The AV Calculator Screenshots have been redacted.
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Appendix 19.1
Pennsylvania Health & Wellness, Inc.
AV Pricing Value Allocation

Provider Network,
Delivery System  Actuarial Value and

and Utilization Cost-Sharing
Product Plan Name PlanID Pricing AV Management Adjustment Non-EHB Benefits Administrative Cost
Ambetter Ambetter Secure Care 1 (2019) with 3 Free PCP Visits 86199PA0010001 1.141 1.000 0.967 1.000 1.179
Ambetter Ambetter Balanced Care 3 (2019) 86199PA0010003 1.155 1.000 0.980 1.000 1.179
Ambetter Ambetter Balanced Care 5 (2019) 86199PA0010005 1.025 1.000 0.869 1.000 1.179
Ambetter Ambetter Balanced Care 11 (2019) 86199PA0010004 1.010 1.000 0.856 1.000 1.179
Ambetter Ambetter Essential Care 1 (2019) 86199PA0010002 0.814 1.000 0.690 1.000 1.179

Milliman




Appendix 20.1

Pennsylvania Health & Wellness, Inc.

Membership Projections

Projected Member Months

Silver Plan

Product Plan Name Plan ID Gold 70% 73% 87% 94% Bronze Total

Aggregate 1,575 9,307 9,840 22,419 15,072 10,157 68,370
Ambetter Ambetter Secure Care 1 (2019) with 3 Free PCP Visits 86199PA0010001 1,575 - - - - - 1,575
Ambetter ~ Ambetter Balanced Care 3 (2019) 86199PA0010003 - 465 492 1,121 754 - 2,832
Ambetter ~ Ambetter Balanced Care 5 (2019) 86199PA0010005 - 465 492 1,121 754 - 2,832
Ambetter  Ambetter Balanced Care 11 (2019) 86199PA0010004 - 8,377 8,856 20,177 13,564 - 50,974
Ambetter Ambetter Essential Care 1 (2019) 86199PA0010002 - - - - - 10,157 10,157
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Aopendix 24.1

Pennsylvania Health & W

of Sinale Risk Pool Proiection Factors

iness, Inc.

Trend Adiustments Morbidity Demo Adiustments Network Adiustments Other Adiustments
Impact of Change in Change in Impact of Change in Change in Impact of Impact of Impact of
Starting util Trend Morbidity - Change in Morbidity - Util Morbidity ~ Demographics - Demographics - Initial Demo Changein Change in Network Changein  Change in Other

Manual Data___Cost Adiustments _After I Claims Margin Cost Morbidity - Util____Indiv Mandate __After Morbidity _Adjustments ost util After Demo i Network - Cost_Network - Util_ After Network _ Adjustments  _Other - Cost __ Other - Util___After Other __Adiustments

Inatient Hosoital 0.99 1.007 1,000 0884 1.056 8238 0.940 7.008 7206 100.15 1216 7.000 0910 9109 0910 1.000 7.000 91.09 1.000
Outpatient Hospital 142.98 0.93 1.007 1.000 0.884 1.056 7767 0.940 1.033 1.220 97.85 1.260 1.000 0.891 87.15 0.891 1.000 1.000 87.15 1.000
Professional 130.70 1.00 1.007 1.000 0884 1.056 128.15 0.940 1011 1162 150,54 1175 1.000 0923 138.95 0923 1.000 1.000 138.95 1.000
Other Medical 9.94 0.86 1.007 1.000 0.884 1.056 6.58 0.940 0.984 1.202 7.78 1.183 1.000 0910 7.08 0.910 1.132 1.000 8.02 1132
Cavitation 244 1.00 1.007 1.000 1.000 1.000 246 1.007 1.000 1.000 246 1.000 1.000 1.000 246 1.000 1.000 1.000 246 1.000
Prescription Drug 106.97 0.83 1.007 1.000 0.883 1.071 106.22 0.953 1.005 1.286 137.29 1.292 1.000 1.000 137.29 1.000 1.000 1.000 137.29 1.000
Total 48075 403.45 0.944 496.06 1.230 464.02 0.935 464.95 1.002
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Appendix 24.2
Pennsylvania Health & Wellness, Inc.
Sample Producer Agreement

Appendix 24.2 has been redacted.
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Appendix 24.3

Pennsylvania Health & Wellness, Inc.

Induced Utilization Buildup

(1) (2 3 4 (5 (6) (7) (8) (9)
=(8)/(6*7)
Projected Projected Projected Paid to Allowed Average AV & Cost-Sharing Induced
Plan ID Metal Level Membership Allowed Claims Paid Claims Factor Tobacco Factor Factor Utilization
86199PA0010001 Gold 1,575 $764,903.82 $671,101.99 0.877 0.996 0.967 1.107
86199PA0010003 Silver 2,832 1,373,994.45 1,240,756.95 0.903 0.996 0.980 1.090
86199PA0010005 Silver 2,832 1,337,316.68 1,198,466.91 0.896 0.996 0.869 0.974
86199PA0010004 Silver 50,974 24,211,596.42 20,645,142.44 0.853 0.996 0.856 1.009
86199PA0010002 Bronze 10,157 4,100,778.59 2,936,994.52 0.716 0.996 0.690 0.967
Total 68,370 $31,788,589.96 $26,692,462.81 0.840 0.996 0.840 1.007
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Appendix 24.4
Pennsylvania Health & Wellness, Inc.
AV & Cost Sharing Factor Buildup

(1) 2 3 (4) (5 (6) =
(3)*(4)/(5)
Aggregate

Projected Paid to Allowed Base Plan Aggregate Plan AV & Cost-Sharing
Plan ID Membership Ratio Factor Factor Factor
86199PA0010001 1,575 0.840 1.112 0.966 0.967
86199PA0010004 2,832 0.840 1.127 0.966 0.980
86199PA0010003 2,832 0.840 1.000 0.966 0.869
86199PA0010005 50,974 0.840 0.985 0.966 0.856
86199PA0010002 10,157 0.840 0.793 0.966 0.690
Total 68,370 0.840 0.966 0.966 0.840
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Appendix 25.1
Pennsylvania Health & Wellness, Inc.
Data and Assumption Reliance for 2019 Individual Marketplace Premium Development

Data / Assumption Source

Relevant 2017 Individual QHP experience from other states Charles Kearns, Pennsylvania Health & Wellness, Inc.
2019 Population Morbidity, (excluding the impact of individual mandate repeal) Charles Kearns, Pennsylvania Health & Wellness, Inc.
Impact of individual mandate repeal Pennsylvania 2019 ACA-Compliant Health Insurance Rate Filing Guidance
Impact of full plan liability for CSR Subsidies Pennsylvania 2019 ACA-Compliant Health Insurance Rate Filing Guidance

2019 Statewide Average Premium
2019 Individual QHP Membership Projections

Relationship between enrollee duration and paid-to-allowed ratio by metal level

Pricing and Premium Development Models

Basic tables of utilization, cost, claims probability distributions, pricing adjustment factors, and primary

care/specialty care utilization distribution
2019 Individual QHP Benefit Designs

Utilization trends

Unit Cost trends

Administrative Costs, Taxes, and Fees

Premium Delinquency Estimates

Subcapitated Contracts and Pricing

Value Added Benefits

Smoking Relativity Factors

County Rating Areas

Pennsylvania Health & Wellness, Inc. Service Areas
Expected Reimbursement by Rating Area and State
OON Utilization and Reimbursement

Utilization Management

3:1 Age Band Factors

Prescription Drug Assumptions: AWP Discount, Dispensing Fee, Rebates, Retail/Mail Utilization

percentages, formularies, and Rx Management Assumptions

Funding Status of CSR Subsidies
CSR Silver Load

Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Milliman

Milliman (Health Cost Guidelines)

Charles Kearns, Pennsylvania Health & Wellness, Inc.
Milliman (Health Cost Guidelines),

Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
Charles Kearns, Pennsylvania Health & Wellness, Inc.
HHS

Envolve
Charles Kearns, Pennsylvania Health & Wellness, Inc.

Pennsylvania 2019 ACA-Compliant Health Insurance Rate Filing Guidance
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2019 Rates Table Template v8.1

All fields with an asterisk ( *) are required. To validate press Validate button or Ctrl + Shift + I. To finalize, press Finalize button or Ctrl + Shift + F.

If you are in a community rating state, select Family-Tier Rates under Rating Method and fill in all columns.

If you are not in a community rating state, select Age-Based Rates under Rating Method and provide an Individual Rate for every age band.

If Tobacco is Tobacco User/Non-Tobacco User, you must give a rate for Tobacco Use and Non-Tobacco Use.

To add a new sheet, press the Add Sheet button, or Ctrl + Shift + H. All plans must have the same dates on a sheet.

HIOS Issuer ID*
Federal TIN*

Rate Effective Date*
Rate Expiration Date*
Rating Method*

47-5340613

1/1/2019

12/31/2019

Age-Based Rates

Plan ID*

Required:

Enter the 14-character Plan ID

Rating Area ID*

Required:
Select the Rating Area ID

Tobacco*

Required:
Select if Tobacco use of subscriber is used to
determine if a person is eligible for a rate from a
plan

Age*

Required:
Select the age of a subscriber eligible for the
rate

Individual Rate*

Required:
Enter the rate of an Individual Non-Tobacco or
No Preference enrollee on a plan

Individual Tobacco Rate*

Required:
Enter the rate of an Individual tobacco enrollee
onaplan

86199PA0010001[Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010001 Rating Area 8
86199PA0010003 | Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010003 Rating Area 8
86199PA0010005| Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8
86199PA0010005 Rating Area 8

[Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
\Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
Tobacco User/Non-Tobacco User
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23 424.13 487.74
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29 474.59 545.77
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31 491.55 565.28
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60 1151.05 1323.71
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19 404.48 465.15
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22 429.85 494.32
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26 440.15 506.18
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29 480.99 553.14
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32 508.50 584.77
33 514.95 592.19
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35 525.26 604.05
36 528.70 608.01
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39 542.46 623.82
40 549.33 631.73
41 559.65 643.60
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43 583.29 670.78
44 600.48 690.56
45 620.69 713.79
46 644.76 741.47
47 671.84 772.61
48 702.78 808.20
49 733.30 843.30
50 767.69 882.84
51 801.65 921.89
52 839.04 964.90
53 876.87 1008.40
54 917.70 1055.36
55 958.54 1102.32
56 1002.81 1153.23
57 1047.51 1204.64
58 1095.23 1259.51
59 1118.87 1286.70
60 1166.58 1341.57
61 1207.84 1389.02
62 1234.92 1420.16
63 1268.88 1459.21

64 and over 1289.50 1482.93
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15 317.71 317.71
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18 348.22 400.45
19 358.90 412.73
20 369.96 425.45
21 381.41 438.62
22 381.41 438.62
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25 382.93 440.36
26 390.55 449.14
27 399.71 459.66
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29 426.79 490.80
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31 442.04 508.35
32 451.20 518.88
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34 463.02 532.47
35 466.07 535.98
36 469.12 539.49
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38 475.22 546.51
39 481.33 553.53
40 487.43 560.54
41 496.58 571.07
42 505.36 581.16
43 517.56 595.19
44 532.82 612.74
45 550.74 633.35
46 572.10 657.92
47 596.13 685.55
48 623.59 717.13
49 650.67 748.27
50 681.18 783.36
51 711.31 818.01
52 744.49 856.17
53 778.06 894.76
54 814.29 936.43
55 850.52 978.10
56 889.81 1023.28
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57 929.47 1068.89
58 971.81 1117.58
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62 1095.76 1260.13
63 1125.89 1294.78
64 and over 1144.19 1315.82
0-14 287.39 287.39
15 312.94 312.94
16 322.71 322.71
17 332.48 332.48
18 342.99 394.44
19 353.51 406.54
20 364.41 419.07
21 375.69 432.04
22 375.69 432.04
23 375.69 432.04
24 375.69 432.04
25 377.18 433.76
26 384.70 442.40
27 393.71 452.77
28 408.36 469.62
29 420.38 483.44
30 426.40 490.36
31 435.41 500.72
32 444.43 511.09
33 450.06 517.57
34 456.07 524.49
35 459.08 527.94
36 462.09 531.40
37 465.09 534.85
38 468.10 538.31
39 47411 545.22
40 480.12 552.14
41 489.13 562.50
42 497.77 572.44
43 509.80 586.27
44 524.82 603.55
45 542.48 623.85
46 563.52 648.05
47 587.19 675.26
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64 and over 1127.03 1296.08
0-14 231.37 231.37
15 251.94 251.94
16 259.80 259.80
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18 276.14 317.56
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20 293.38 337.38
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2 302.46 347.83
23 302.46 347.83
24 302.46 347.83
25 303.66 349.21
26 309.71 356.17
27 316.97 364.51
28 328.76 378.08
29 338.44 389.21
30 343.28 394.77
31 350.54 403.12
32 357.80 411.47
33 362.34 416.69
24 367.17 422.25
35 369.59 425.03
36 372.01 427.82
37 374.43 430.60
38 376.85 433.38
39 381.69 438.95
40 386.53 44451
1 393.79 452.86
2 400.75 460.86
43 410.42 471.99
44 422.52 485.90
45 436.74 502.25
46 453.68 521.73
47 472.73 543.64
48 494.51 568.68
49 515.98 593.38
50 540.18 621.20
51 564.07 648.68
52 590.38 678.94
53 617.00 709.55
54 645.73 742.59
55 674.46 775.63
56 705.62 811.46
57 737.07 847.63
58 770.64 886.24
59 787.28 905.37
60 820.85 943.98
61 849.89 977.37
62 868.94 999.28
63 892.83 1026.76
907.34 1043.44

64 and over
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Objection Letter for Pennsylvania Health and Wellness, Inc.

State: Pennsylvania
Filing Company: Pennsylvania Health and Wellness, Inc.
Objection Date: 6/15/2018

Objection 1
Please explain why the aggregate paid to allowed ratio included in Appendix 24.4 and Appendix
8.1 (0.892) does not tie to the aggregate paid to allowed factor in Appendix 24.3 (0.889).

Response:
The calculation of the aggregate paid to allowed ratio in Appendix 24.3 has been updated. The
value now matches the aggregate paid to allowed factors on Appendix 8.1 and Appendix 24.4.

Objection 2

Please explain and provide quantitative support for why the paid to allowed ratios included in
Appendix 8.1 are significantly greater than the AV metal values included in Worksheet Il of the
URRT for each plan (ranging from 16% to 42% greater than the plan AV metal values).

Response:

Please refer to the [Objections 2, 3] tab in 20180620 Response to 6-15-18 PHW On-HIX
Objections - PA.xIsb for quantitative support for the development of plan-specific paid to allowed
(AV) factors in Appendix 8.1. Note that the plan pricing factors in this exhibit differ conceptually
from AV metal values for base (specifically silver) plans in that they aggregate across the base
silver plan and all CSR variants. The paid to allowed factors in Appendix 8.1 also include a
uniform load to rebalance premiums after applying the state’s requested 28% silver CSR load.
This rebalancing causes the AV for the 94% silver variants to be greater than 1.0.

Objection 3

Please explain and provide quantitative support for the development of the “Base Plan Factors”
found in Appendix 24.4. Specifically, how are these factors so different for the three Silver plans
which have the same projected distribution by CSR level?

Response:

Please refer to the [Objections 2, 3] tab in 20180620 Response to 6-15-18 PHW On-HIX
Objections - PA.xlIsb for numerical support of plan relativities for all plans, and specifically the
three base silver plans in Pennsylvania. The relativities are informed by the data supporting
manual rating, including AV Calibration, which adjusts for historical national experience.

The appendix features two sections, with the top section representing plan relativities as they
contribute to the base rate, and the bottom section representing plan rating factors, which do not
include plan-specific morbidity.

Objection 4
We have a number of questions related to trend.

a) Please provide additional numerical support for the trend assumptions included in Table
3b of the PA Rate Template. Specifically, please explain why it is reasonable to assume
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significant negative trends to “Outpatient Hospital” and “Other Medical” services, as well
as an overall negative trend. Please also demonstrate the development of the induced
utilization components.

Response:

Please refer to the [Objection 4a] tab in 20180620 Response to 6-15-18 PHW On-HIX
Objections - PA.xlIsb for numerical support of these calculations. The trends in table 3b
represent adjustments from the 2018 Milliman Health Cost Guidelines (HCGSs), trended back
one year at 3% utilization and 3% unit cost trend (in order to match the requested 2017 base
period). The HCGs are based on a large nationwide dataset and need to be adjusted to
match the specific profile of PHW'’s expected population and pricing considerations.

The [Objection 4a] tab provides detail on each of the components that contributes to the
utilization, unit cost, and induced utilization values provided in the template. The major
drivers of negative adjustments are reimbursement (PHW has lower reimbursement levels
than the historical average assumption used with the HCGs) and the experience adjustment,
which is used to calibrate the manual pricing model based on historical experience in other
states.

b) Please demonstrate how the trends included in Table 3b of the PA Rate Template tie to
the adjustments applied in Appendix 24.1.

Response:

We have updated the Starting Manual Data by service category in Appendix 24.1 and added
a column to display the impact of the trend adjustment. The total impact of the trend
adjustment (0.889) ties to the Total Applied Projection Factor shown in Table 3b.

Please see the [Objection 4b] tab of the attached workbook, 20180620 Response to 6-15-18
PHW On-HIX Obijections - PA.xIsb, for an exhibit illustrating the relationship between the
Appendix 24.1 values and the Composite URRT Trend on Table 3b.

Objection 5
We have a number of questions related to the risk adjustment transfer amount included in
Appendix 9.1.

a) Please provide an explanation for why the 2016 Risk Adjustment results were used as
the starting point instead of the 2017 Interim Risk Adjustment results released on April
27, 2018.

Response:
In order to meet timeline milestones, the assumptions used to set the PHW rates were
finalized prior to the release of the interim risk adjustment results.

b) Please provide a quantitative and qualitative build up for the following items in the risk
adjustment transfer calculation:
e Statewide Plan Liability Risk Score
¢ Statewide Allowable Rating Factor
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e Statewide Average Premium

¢ PHW Plan Liability Risk Score

e PHW Geographic Cost Factor

¢ Net High Risk Pool Amount
Response:

Please refer to the [Objection 5] tab in 20180620 Response to 6-15-18 PHW On-HIX
Objections - PA.xlIsb for numerical support of these calculations. Development of Statewide
PLRS, Statewide Average Premium, PHW PLRS are shown in the attachment, while the
other factors listed have the following sources:

e Statewide Allowable Rating Factor: Based on the 2016 actual statewide ARF.
e PHW Geographic Cost Factor: Based on the 2016 GCF for Pennsylvania Rating
Area 8, adjusted for expected changes in carrier rate action.

Objection 6
We have a number of questions related to the single risk pool adjustments included in Appendix
24.1.

a) Please provide additional information regarding the purpose and development of the
adjustment for “Claims Margin” included in the development of the morbidity adjustment.

Response:
The claims margin assumption in this appendix represents provision for member payment
delinquency.

b) Please describe the 1.132 “Other” cost adjustment made to the “Other Medical” service
category. Please explain what this adjustment represents and demonstrate how it was
calculated. Please explain why it is reasonable to apply this adjustment when all of the
“Other” cost and utilization adjustments are 1.000.

Response:

This adjustment represents the addition of benefits that are not included in the Milliman
HCGs. Benefits include Autism — ABA, certain contraceptives, and infertility treatment. The
benefits total $1.12 in paid claims, in addition to $8.51 in paid claims for “Other Medical” that
are already included as part of the Milliman HCGs (for an adjustment factor of 1.132) These
benefits are most appropriately categorized in the Other Medical category, and costs for all
other categories are included in the Milliman HCGs (leading to a 1.0 factor for those
categories).

c) Please provide a quantitative development of the following adjustments by service
category included in Appendix 24.1:
¢ Change in Morbidity — Utilization
e Change in Demographics — Utilization
¢ Change in Network — Utilization

Response:
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o Please refer to the [Objection 6¢1] tab in 20180620 Response to 6-15-18 PHW On-
HIX Obijections - PA.xIsb for numerical support for the change in morbidity.

e The “Change in Demographics — Utilization” factor is based on the projected
demographics for PHW in 2019 as applied to the Milliman HCG age gender factors.
Please refer to the [Objection 6¢2] tab in 20180620 Response to 6-15-18 PHW On-
HIX Objections - PA.xIsb for the distribution of membership by age. The Milliman
HCG age gender factors are proprietary and cannot be provided in detail at this time.

e The “Change in Network — Utilization” factor is based on assumed levels of carrier
management within the framework of the Milliman HCGs. The adjustment provided
represents the difference in utilization management between a loosely managed plan
and a plan managed at the level expected for PHW.

Objection 7
Table 5: Please document and support the calculations of following factors:

a) Change in Morbidity of 0.944. Please confirm that you have considered the
Department’s individual adjustment factor of 1.06 in your calculations.

Response:

The Morbidity Adjustments in Appendix 24.1 can be composited to calculate the Change in
Morbidity factor. We have revised Appendix 24.1 to display the impact of the morbidity
adjustments. The total impact of the morbidity adjustment (0.944) ties to the Change in
Morbidity Factor shown in Table 5.

In accordance with instructions from the Pennsylvania Insurance Department, we have
included a factor of 1.06 for the repeal of the individual mandate. We have updated
Appendix 24.1 to show the application of this factor. Note that while the medical services
have a factor less than 1.06 and prescription drugs have a factor greater than 1.06, the
composite of these factors (not including capitation) is equal to 1.06.

b) Change in Demographics of 1.23

Response:

The Demo Adjustments in Appendix 24.1 can be composited to calculate the Change in
Demographics factor. We have revised Appendix 24.1 to display the impact of the demo
adjustments. The total impact of the demo adjustment (1.230) ties to the Change in
Demographics factor shown in Table 5.

c) Please refer to the response in objection 6. Change in Network of 0.935

Response:

The Network Adjustments in Appendix 24.1 can be composited to calculate the Change in
Network factor. We have revised Appendix 24.1 to display the impact of the network
adjustments. The total impact of the network adjustment (0.935) ties to the Change in
Network factor shown in Table 5.

d) Change in Other of 1.002.
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Response:

The Other Adjustments in Appendix 24.1 can be composited to calculate the Change in
Other factor. We have revised Appendix 24.1 to display the impact of the other adjustments.
The total impact of the other adjustment (1.002) ties to the Change in Other factor shown in
Table 5.

e) Projected Paid Exchange User Fees Rate PMPM of $23.69. (Please input formula in
Cell C32 as per Page 12 of PID Filing Guidelines).

Response:

The Projected Paid Exchange User Fees Rate PMPM of $23.69 is calculated as 3.5% of the
Single Pool Gross Premium Avg. Rate, PMPM on the URRT. This formula has been input
into Cell C32. Note that the Single Risk Pool Gross Premium Avg. Rate, PMPM will differ
slightly from the exact pricing amount due to the rounding of the percent of premium factors.

Objection 8
Please explain why there is a discrepancy between the following:

e Paid to Allowed Ratio of 0.892 in Table 5,
e Average Pricing Value of 0.775 in Table 10, Cell K15, and
e Average Paid to Allowed factor of 0.889 in Appendix 24.3.

Response:
The Paid to Allowed Ratio of 0.892 in Table 5 matches what is shown in Appendix 8.1,
Appendix 24.4, and the revised Appendix 24.3.

The Average Pricing value of 0.775 in Table 10, Cell K15 differs from this value because it is net
of both the Tobacco Surcharge and Non-Funding of CSR Adjustment.

Additionally, note that the Paid to Allowed Ratio of 0.892 is composited using projected
membership, whereas the template calculates the Average Pricing Value using a raw average.

Objection 9
Appendix 14.1: Please document the calculations of Net RA Transfer factor of 1.334 and
Exchange User Fee factor of 1.043.

Response:
Please see the [Objection 9] tab of the attached workbook, 20180620 Response to 6-15-18
PHW On-HIX Objections - PA.xIsb, for documentation of the calculation of the factors.

Objection 10
Appendix 15.1: Please document the calculations of the factors in Column (9) and (12).

Response:
Please see Appendix 24.4 for the documentation of the Actuarial Value and Cost-Sharing
Design of the Plan factors, shown in Column (9) of Appendix 15.1.
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Please see the [Objection 10] tab of the attached workbook, 20180620 Response to 6-15-18
PHW On-HIX Objections - PA.xIsb, for the documentation of the Administrative Costs Excluding
Exchange User Fees factor, shown in Column (12) of Appendix 15.1.

Objection 11

In the 2019 Guidance published on the Department’s website, the Department required that all
issuers file uniform factors for the Individual Adjustment of 1.06 and the CSR Defunding
Adjustment of 1.28. In addition, the Department indicated that as the rate review process moves
forward and federal healthcare reform efforts are clarified, the Department would consider
issuer specific requests. We can now advise that the aforementioned factors of 1.06 for the
Individual Adjustment and 1.28 for CSR Defunding Adjustment constitute ceilings. If your
company desires lower adjustments than those stated in the Department’s 2019 Guidance, you
may provide updated materials (PA Actuarial Memorandum and Exhibits, Part 11l Actuarial
Memorandum, Part | URRT and corresponding rate tables — State and Federal) and justification
for the lower Adjustment factor(s) with your first round response due June 22, 2018. The
Department will not consider adjustment factors greater than those stated in the 2019 Guidance.

Response:

We have included documentation for a revised CSR Defunding Adjustment of 16.7%. The
adjustment is broken in to two parts.

e Silver-only CSR load: This load is applied to silver plans only and is calculated based on
only the theoretical CSR subsidy amount (loaded for retention) and the aggregate silver
plan premium in a CSR funded scenario. See [Objection 11a] tab of the attached
workbook, 20180620 Response to 6-15-18 PHW On-HIX Objections - PA.xlIsb, response
for a detailed calculation of the silver only load.

e SWAP load: This load is a secondary result related to CSR defunding causing all
carriers’ premiums to be higher within the state. We assume a higher SWAP in CSR
unfunded scenarios and the risk transfer increases as a result. This load was not
included in the initial filing submission, rather there was a straight 28% increase applied
to silver plans and no increase applied to gold and bronze plans. We would include this
load in our best estimate CSR load scenario. See [Objection 11b] tab of the attached
workbook, 20180620 Response to 6-15-18 PHW On-HIX Objections - PA.xlIsb, for a
separate estimate of the SWAP load.

We are not proposing a revised value for the Individual Mandate Adjustment.

Objection 12

Please confirm that you have tested to ensure that the rates in Table 11 of the Actuarial
Memorandum Exhibits, PA Plan Design Summary and Rate Tables, Federal Rates Template
and the binder are identical.

Response:

We have confirmed that the rates provided in Table 11 of the Actuarial Memorandum Exhibits
and the PA Plan Design Summary and Rate Tables are consistent with the Federal Rate Table
Template.



Objection Letter for Pennsylvania Health and Wellness, Inc.

State: Pennsylvania
Filing Company: Pennsylvania Health and Wellness, Inc.
Objection Date: 7/9/2018

Objection 1
We have the following questions with regards to the exhibit provided in response to Objections 2
and 3 of the first round of questions.

a)

b)

Please demonstrate how the Initial Allowed PMPMs included in Row 14 were developed.
Please also explain why these amounts vary so significantly between the base (non-
CSR variant) silver plans.

Response:

Initial allowed PMPMs are developed from the manual rating model. The initial allowed
PMPMs vary by plan based on two types of induced utilization factors:

1. Service-line induced utilization: calculated based on cost sharing by service line,
depending on the cost sharing properties of that benefit.

2. Global induced utilization: calculated based on the value of the deductible and
out of pocket maximum along with the implied.

While Balanced Care 11 and Balanced Care 5 are lean silver plans, Balanced Care 3 is
a relatively richer silver plan (as measured by both the AV metal value in URRT
Worksheet 2 and the Pricing AV in the response to Objections 2 and 3).

Please demonstrate how the Uniform Load to Support the 28% Silver CSR Load (Row
27) and Spread CSR Induced Util to All Plans (Row 41) amounts were developed.
Please also explain why these adjustments are applied to all base plans and why they
need to be applied in addition to the CSR Defunding Adjustment factor determined by
the Pennsylvania Insurance Department.

Response:

The 8.7% load is necessary to return the gold and bronze rates to the same values as a
CSR funded scenario and the silver plans to premium levels 28% above the CSR funded
scenario. The Uniform Load to Support the Silver CSR load is applied to all plans
uniformly so that the 28% load to silver plans is a load, as opposed to a transfer between
plans. Plan factors are applied on a revenue neutral basis and 28% is a larger load than
is required to fund PHW'’s CSR subsidy, so the initial application of a 28% increase to
silver plan factors brings the base rate down lower than it would be under a CSR Funded
scenario.

Please refer to Objection 1b Exhibit 1 of 20180713 Response to 7-6-18 PHW On-HIX
Objections - PA.xIsx for a calculation of premium rates in a CSR funded scenario, rates
with a 28% silver factor shift but without the additional 8.7% load, and rates with both a



shift in the plan factors and the load. Please note that the claims impact in the prior
claims exhibit is quantified differently than the premium change between the scenarios in
Objection 1b. The impact on aggregate claims and risk transfer is calculated in the
bottom section of the exhibit.

c) Please explain the purpose and demonstrate the development of the Duration and AV
Calibration Adjustment (Row 25).

Response:
Adjustments for duration and AV calibration are two independent adjustments that
encompass the following:

1. Duration: Adjustment for the difference in base period average enrollment
duration and projected average enrollment duration, specific to each metal tier.

2. AV Calibration: Used to calibrate Milliman’s Managed Care Rating Model
(MCRM) based on historical experience from other states. The calibration
process estimates claims costs using the manual model using assumptions from
historical experience and uses the differential between the two to calculate an
actual to expected factor, which is then applied to components of pricing that use
the manual model, such as the calculation of plan factors.

Please refer to Objection 1c Exhibit 1 of 20180713 Response to 7-6-18 PHW On-HIX
Objections - PA.xlIsx for a demonstration of AV Calibration.

Objection 2

We have the following questions in regards to the response to Objection 4 of the first round of
guestions.

a) The response to Objection 4a of the first round of questions indicates “The trends in
table 3b represent adjustments from the 2018 Milliman Health Cost Guidelines (HCGSs),
trended back one year at 3% utilization and 3% unit cost trend (in order to match the
requested 2017 base period).” Please explain how the 3% trends for utilization and unit
cost were determined and provide support for these assumptions. Please also
demonstrate where these adjustments are included in the Objection 4a exhibit.

Response:

The 2019 PHW rates for Pennsylvania were calculated using a manual rating model that
is based in 2018. The only purpose of the 3% back-trending assumptions was to fulfil the
request made for the template (which has a 2017 base period), and it does not affect the
development of rates in any way. For this purpose, we developed these assumptions by
selecting general trends that are within the range of Milliman’s Health Cost Guidelines
trends and that were reasonably close to the projected trends for PHW in Pennsylvania.
The 3% trends are present in the following sections of the Objection 4a exhibit:

1. Utilization: Trend Utilization
2. Unit Cost: Allowed trend for Rx and Reimbursement Adjustment from Base for
Medical



b) Please provide additional quantitative support for the 0.54 unit cost “Adjustment from
Base” for Outpatient Hospital and the 0.70 unit cost “Adjustment from Base” for Other
Medical.

Response:

Please refer to Objection 2b Exhibit 1 in 20180713 Response to 7-6-18 PHW On-HIX
Objections - PA.xlIsx for an additional breakout of the components of this factor. The
additional breakout includes the 2017-2018 general unit cost trend, Medicare Allowed
trend from the starting Medicare trend to the benefit period, and the 2018-2019
adjustment to unit cost from the base period experience (average commercial
reimbursement benchmark). The adjustment to unit cost from the base period is
calculated using the difference in reimbursement between the base period
reimbursement assumption and projection period, measured as a percentage of the
Medicare fee schedule.

c) Please provide additional quantitative support for the 0.87 “Experience Adjustment”
factor applied to utilization.

Response:

The experience adjustment is based on calibrating the Milliman Managed Care Rating
model based on historical experience in other states. Similar to the AV Calibration
adjustment discussed in Objection 1c, the experience adjustment represents a
calibration of allowed claims costs based on actual to expected calculations.

Please refer to Objection 2c Exhibit 1 in 20180713 Response to 7-6-18 PHW On-HIX
Objections - PA.xIsx for additional quantitative support for the experience adjustment.

d) Please provide additional quantitative and qualitative support for the “Area Utilization”
factors applied.

Response:

Area utilization factors are calculated based on the membership-weighted area factors
from Milliman’s Health Cost Guidelines. Please refer to Objection 2d Exhibit 1 in
20180713 Response to 7-6-18 PHW On-HIX Objections - PA.xIsx for a distribution of
projected membership by (metropolitan statistical area) MSA. Area factors are blended
on a member weighted basis across MSAs and then on a PMPM basis across service
categories. The Milliman Health Cost Guidelines contain proprietary information and
cannot be included in this objection response, however, we have included an illustrative
demonstration of how the area factors are composited across areas and service
categories for a single plan. Please note that the factors used in this illustration are not
consistent with the factors used in the pricing development.

Objection 3
We have the following questions in regards to the exhibit provided in response to Objection 5 of
the first round of questions.

a) Please demonstrate how the 0.804 adjustment to the PLRS for relative morbidity was
developed and support the reasonability of this assumption.



Response:
The adjustment to the PLRS for relative morbidity is consistent with a relative risk score
of 0.8, which is consistent with Centene’s experience as a new entrant in other states.

Please refer to Objection 3a Exhibit 1 in 20180713 Response to 7-6-18 PHW On-HIX
Objections - PA.xIsx for a calculation of the normalized relative risk score value of 0.804.

b) Please demonstrate how the 2016-2019 SWAP rate increase trend of 2.152 was
developed and support the reasonability of this assumption.

Response:

Please refer to Objection 3b Exhibit 1 in 20180713 Response to 7-6-18 PHW On-HIX
Objections - PA.xlIsx for additional detail on the SWAP trend. The SWAP Rate Increase
trend of 2.152 is the product of the cumulative trend to projection period (1.98) and the
uniform load to support the 28% Silver CSR Load (1.087).

Objection 4
An exhibit titled “Objection 6¢1” was provided in response to Objection 6¢. Please demonstrate
how the morbidity adjustments developed in this exhibit tie to those included in Appendix 24.1.

Response:

The 2019 absolute morbidity factor of 0.936 is consistent with the change in Morbidity — Util
column in Objection 6¢1. The medical factor of 0.933 and the Pharmacy factor of 0.946 are with
the 0.936 factor, in aggregate, across all service categories.

Objection 5

Please provide additional information regarding the development of the “Change in
Demographics — Utilization” and “Change in Network — Utilization” factors associated with
Objection 6. For example, the response to Objection 6 indicated that the “Change in
Demographics — Utilization” factor is based on the projected demographics for PHW in 2019 as
applied to the Milliman HCG age gender factors. Please demonstrate how the difference in
demographics was accounted for using these age gender factors and provide the age and
gender distribution of both the manual experience and the projected experience.

Response:

1. Change in Demographics — Utilization: Please refer to Objection 5 Exhibit 1 in 20180713
Response to 7-6-18 PHW On-HIX Objections - PA.xlIsx for a comparison of HCG
standard demographics to the projected demographics provided in the first round of
objection responses. HCG age gender factors are applied based on age band and
service category; they are member weighted across age bands within each service
category and then PMPM weighted across service categories to calculate the overall
adjustment. The Milliman Health Cost Guidelines contain proprietary information and
cannot be included in this objection response, however, we have included an illustrative
demonstration of how the age gender factors are composited across areas and service
categories for a single plan. Please note that the factors used in this illustration along
with the distribution between male and female membership are not consistent with the
factors used in the pricing development.



2. Change in Network — Management savings are calculated using interpolation between a
loosely and well managed benchmark for each plan benefit design. Projected unit cost is
also adjusted for expected changes in intensity as it relates to the level of management.
We have assumed that PHW will have a 25% degree of healthcare management in
Pennsylvania based on performance in other states, program benchmarking, and
analysis of current management practices. The management savings calculation is a
complex calculation that is not possible to demonstrate without displaying significant
portions of Milliman’s proprietary Health Cost Guidelines, however, we have included an
illustrative example that demonstrates the steps in the management savings adjustment
for a service category that uses simple linear interpolation (which is true of most service
categories).

Objection 6
Per PID guidance, a CSR Defunding Adjustment Factor of 1.20 must be used in the 2019 rate
development for the Individual Market. Please revise pricing and documentation to reflect this
adjustment.

Response:
A revised rate filing package reflecting a CSR Defunding Adjustment Factor of 1.20 is being
provided to the Pennsylvania Insurance Department along with these objection responses.

Objection 7

As was communicated in my email of July 3, 2018 the Department has determined that an
Individual Adjustment Factor of 1.06 and a CSR Defunding Adjustment Factor of 1.20 will be
used in the 2019 rate development for the Individual Market. Issuers overwhelmingly
recommended standardization of these factors. As such, issuers may not deviate from these
factors. Updated materials (PA Actuarial Memorandum and Exhibits and the Plan Design
Summary worksheets, including the State rate tables) reflecting these factors, Risk Adjustment
updates (based on the June 30th release of the Federal Risk Adjustment Report) and other
Department requested changes must be provided with your second-round response due July
13, 2018. Other than these three preceding changes, no other modifications will be accepted.

Response:
A revised rate filing package reflecting a CSR Defunding Adjustment Factor of 1.20 is being
provided to the Pennsylvania Insurance Department along with these objection responses.
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