
Louisiana Department of Health 
Bureau of Health Services Financing 
RFP for Louisiana Medicaid Managed Care Organizations 

Humana Health Benefit Plan of Louisiana, Inc.’s
Proposal Prepared for the State of Louisiana 

RFP Number: #3000017417

  
September 3, 2021

REDACTED COPY

2.5 Business Proposal 
2.6 Technical Proposal



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417  

 

1.8 Cover Sheet 

Confidential Information, Trade Secrets, and Proprietary Information 
The data contained in pages [see table below] of the proposal have been submitted in confidence and 
contain trade secrets and/or privileged or confidential information and such data shall only be disclosed 
for evaluation purposes, provided that if a contract is awarded to this Proposer as a result of or in 
connection with the submission of this proposal, the State of Louisiana shall have the right to use or 
disclose the data therein to the extent provided in the contract. This restriction does not limit the State 
of Louisiana’s right to use or disclose data obtained from any source, including the Proposer, without 
restrictions.  

RFP Section Number RFP Section Description Page(s) 

Business Proposal 

2.4.1 Cover Letter 4(E) 

2.5.1 Mandatory Qualifications 1 

2.5.6.2 Exhibit A 1006(E) 

2.5.6.3 Exhibit D 1013(E); 1017(E); 1036(E); 
1038(E); 1040(E); 1042(E); 
1044(E); 1046(E); 1048(E); 
1050(E); 1052(E); 1054(E); 
1056(E); 1058(E); 1060(E); 
1062(E); 1064(E); 1066(E); 
1068(E); 1070(E); 1072(E); 
1077(E)-1251(E) 

Technical Proposal 

2.6.2 Proposer Organization and Experience 8-24; 25-30; 31-39

2.6.3 Enrollee Value-Added Benefits 40-53

2.6.4 Population Health 56-66

2.6.5 Health Equity 67-78

2.6.6 Care Management 80; 82-90; 93 

2.6.7 Case Scenarios 94-138

2.6.8 Network Management 140-144; 146-148

2.6.9 Provider Support 149-152; 154-158

2.6.10 Utilization Management 161-167; 173; 175

2.6.11 Quality 176-188; 190

2.6.12 Value-Based Payment 191-200

2.6.13 Claims Management and Systems and Technical 
Requirement 

208 
1281(E)-1296(E) 

2.6.14 Program Integrity 211 

2.6.15 Physical and Specialized Behavioral Health 
Integration Requirements 

221; 223; 227; 229-230 

Veteran and Hudson Initiative Program 

4.4 Veteran and Hudson Initiative Program 1297(E)  
Microsoft Excel/Flash Drive (E) 

1.8 Cover Sheet 
1 of 1

Exempt from Total Page Limits i(E)

Humana 
Healthy Horizons. 
in Louisiana 

REDACTED COPY



Attachment 2.2.1 Board Resolution Humana Healthy Horizons in Louisiana

2.2.1 Board Resolution 
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CERTIFICATION STATEMENT 

I, Joseph M. Ruschell, being the duly elected and qualified Associate Vice President, 

Assistant General Counsel & Corporate Secretary of Humana Health Benefit Plan of Louisiana, 

Inc. ("Corporation"), hereby certify that the following resolution was adopted by unanimous 

written consent of the Board of Directors of the Corporation on April 22, 2021 approving the 

election of the officer listed below, such election authorizing the officer to execute any and all 

documents on behalf of the Corporation , including, but not limited to, the Louisiana Medicaid 

Managed Care Organizations Request for Proposal: 

RESOLVED, that each of the persons listed below be, and hereby is , elected to the office 
of the Corporation set opposite his or her respective name to assume the duties and 
responsibilities fixed by the By-Laws of the Corporation , and to hold office until (a) the next 
annual election of the Corporation's officers at the first meeting of the Board of Directors 
after the 2022 Annual Meeting of Stockholders, or such other date as the Board may 
determine, or (b) death, resignation, or removal as provided in the By-Laws of the 
Corporation; 

John E. Barger Ill Senior Vice President, Medicaid President 

-:t±l 
I further certify that the above resolution is in full force and effect this l Z day of 

t+U.6 u~ T , 2021. 

1dent, Assistant 
General Counsel & Corporate Secretary 

Subscribed and sworn to before me by Joseph M. Ruschel!, Associate Vice President, Assistant 
Ge,q,e,r~I Counsel & Corporate Secretary of Humana Health Benefit Plan of Louisiana, Inc. this 

\ '61:itday of f\U.6'U -Sr , 2021. 

My Commission expires: S---d--() --2Qczl3 
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Humana sponsors Makin’ Groceries Mobile Market, improving access to food 
and essential resources in rural communities across Acadiana.
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Humana provided hand sanitizing stations to TCA-NOLA (community based 
organization to support their operations during the COVID-19 pandemic.
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2.4.1 Cover Letter 
Humana is pleased to submit our response to the Louisiana Department of Health’s Medicaid RFP No. 
3000017417 to provide healthcare services statewide to Medicaid enrollees participating in the 
Louisiana Medicaid Managed Care Program. 

Humana has served Medicaid-eligible populations continuously for more than two decades through 

programs including Medicaid Managed Care, Medicaid Managed Long-Term Services and Supports, Dual 

Eligible Integrated Care Demonstrations, Medicare Advantage (MA), and MA Dual Eligible Special Needs 

Plans. We are eager to extend our existing and long-standing Louisiana presence into Medicaid and look 

forward to developing a valuable partnership with the Department to the benefit of those it serves. 

Per Section 2.2.1 of the RFP, we have included a signed copy of the board resolution as Attachment 
2.2.1 Board Resolution, which certifies that John Barger is an officer of and authorized to sign proposals 
or contracts on behalf of Humana Health Benefit Plan of Louisiana, Inc. 

Please see below for the information requested in Section 2.4.1 of the RFP.  

2.4.1.1 Location of Administrative Office with Full Time Personnel 
Humana Health Benefit Plan of Louisiana, Inc. will have its administrative office with full time personnel 
in Baton Rouge, Louisiana. 

2.4.1.2 Humana’s Corporate Principal Office  
Name: Humana Health Benefit Plan of Louisiana, Inc. 
Address: One Galleria Boulevard, Suite 1200, Metairie, Louisiana 70001  
Email:   
Website URL: Humana.com  
Telephone:  
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2.4.1.3 Humana’s Corporate Office for Issuing Checks and/or Drafts 
Humana Health Benefit Plan of Louisiana, Inc. 
P.O. Box 3288  
Milwaukee, Wisconsin 53201-3288 

 

2.4.1.4 Other Plan Names 
Humana Health Benefit Plan of Louisiana, Inc. will be marketed as Humana Healthy Horizons™ in 
Louisiana. 

2.4.1.5 Ownership Status 
Humana Health Benefit Plan of Louisiana, Inc. is a privately held corporation. 

Humana Insurance Company, located at 1100 Employers Boulevard, De Pere, Wisconsin 54115, is a 
privately held corporation, which owns 100% of the outstanding stock of Humana Health Benefit Plan of 
Louisiana, Inc. 

CareNetwork, Inc., located at 500 West Main Street, Louisville, Kentucky 40202, is a privately held 
corporation, which owns 100% of the outstanding stock of Humana Insurance Company.  

Humana Inc., owns 100% of CareNetwork, Inc. and is a publicly traded corporation with its corporate 
headquarters located at 500 West Main Street, Louisville, Kentucky 40202. 

2.4.1.6 Type of Legal Entity 
Humana Health Benefit Plan of Louisiana, Inc. is a for profit corporation. 

Humana Insurance Company, located at 1100 Employers Boulevard, De Pere, Wisconsin 54115, is a for 
profit corporation, which owns 100% of the outstanding stock of Humana Health Benefit Plan of 
Louisiana, Inc.  

2.4.1.7 Local Representative Name and Address 
Humana Health Benefit Plan of Louisiana, Inc. is located in Louisiana with offices in Metairie and Baton 
Rouge. 

2.4.1.8 Planned Personnel Previously Employed by the State of 
Louisiana 
This is not applicable. None of the planned personnel for Humana Health Benefit Plan of Louisiana, Inc. 
are current Louisiana state employees nor were employed by the state of Louisiana within the past two 
years. 

2.4.1.9 Tax Identification, LaGov Vendor Number, and Louisiana 
Department of Revenue Numbers 
State Tax Identification Number: 8643017-001 
Federal Tax Identification Number: 72-1279235 
LaGov Vendor Number: 0310165570 
Louisiana Department of Revenue: 8643017-001 
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2.4.1 Cover Letter Humono Healthy Horizons in Louisiana 

2.4.1.10 Involvement in Litigation Related to the Delivery of Medicaid 
Benefits 
Humana Health Benefit Plan of Louisiana has not been involved in any litigation related to the delivery 
of Medicaid benefits in the last 10 years. Certain corporate affiliates of Humana Health Benefit Plan of 
Louisiana do deliver Medicaid benefits in other markets and are the subject of a variety of legal actions 
in the ordinary course of business. Humana Health Benefit Plan of Louisiana and its affiliates cannot 
predict the outcome of these lawsuits with certainty, but other than as publicly disclosed by Humana 
Inc. (included in any filings with the Securities and Exchange Commission under EDGAR), there is no 
recent or pending litigation against Humana Health Benefit Plan of Louisiana, its parent company or any 
of its affiliates that could reasonably be expected to impair Humana Health Benefit Plan of Louisiana's 
performance under this contract for managed Medicaid in Louisiana. 

John E. Barger, Ill 
Senior Vice President, Medicaid President 

Humana Health Benefit Plan of Louisiana, Inc. 
One Galleria Boulevard, Suite 1200 
Metairie, Louisiana 70001 

2.4.1 Cover Letter 
3of3 

Exempt from Total Poge Limit 6(E) 



Section 2.5

Business Proposal

Kingsley House Head Start program prepares preschool children for successful academic 
careers by using innovative methods to make learning fun. Humana Healthy Horizons in 

Louisiana is partnering with Kingsley House to address a myriad of enrollees’ needs.

Humana 
Healthy Horizons™ 
in Louisiana 



Section 2.5.1

Mandatory Qualifications

Chris Buchner, Humana Administrative Assistant, hosting a PRIDE National Resource Group (NRG) 
table in the office. Chris also hosted an Inclusion & Diversity day to encourage participation in 

our nine NRGs: Access, Caregivers, GenUs, HAPI, Impact, Pride, Salute, Unidos, and Women.

Humana 
Healthy Horizons™ 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417  
2.5.1 2.5.1 Mandatory Qualifications 
Humana Health Benefit Plan of Louisiana, Inc., marketed as Humana Healthy Horizons™ in Louisiana, 
acknowledges and agrees to meet all standards and will comply with all requirements of this section. 
2.5.1.1 Meeting the Federal Definition of MCO: Humana Health Benefit Plan of Louisiana, Inc. affirms 
and certifies that it meets the definition of an MCO, as defined in 42 C.F.R. §438.2. 
• Humana Health Benefit Plan of Louisiana, Inc. attests that it meets the advance directives

requirements.
• Humana Health Benefit Plan of Louisiana, Inc. attests that it makes the services it provides to its

Medicaid enrollees as accessible (in terms of timeliness, amount, duration, and scope) as those
services are to other Medicaid beneficiaries within the area served by the entity. Please refer to our
network submission in Section 2.10.7 for proof of progress toward and capacity to achieve network
adequacy.

• Humana Health Benefit Plan of Louisiana, Inc. attests that it meets the solvency standards of
§438.116.

Please see Figure 2.5.1 for a screenshot of the certification from the Commissioner of Insurance 
documenting that Humana Health Benefit Plan of Louisiana is duly organized under the laws of 
Louisiana and authorized to transact business of health and accident in the State.  

Figure 2.5.1 Certificate from the Commissioner of Insurance 

CONFIDENTIAL
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2.5.1.2 Having the Capacity and Willingness to Perform All RFP and Model Contract Functions: Humana 
Health Benefit Plan of Louisiana, Inc. certifies it has the capacity and willingness to perform all functions 
in the Louisiana Medicaid RFP and in the Model Contract. 

2.5.1.3 Not an Excluded Entity Per 42 C.F.R. §438.808(b): Humana Health Benefit Plan of Louisiana, Inc. 
certifies it is not an excluded entity as described in 42 C.F.R. §438.808(b). 
2.5.1.4 Fulfilling Minimum MCO Experience: Humana certifies that it has a minimum of five years of 
experience as an MCO for a Medicaid managed care program, depicted in Table 2.5.1. Among our earliest 
Medicaid contracts are Wisconsin in 1994 and Florida in 1997. 
Table 2.5.1: Parent Organization MCO Experience 
Contract Enrollees Populations Served Current Contract Dates 

 (Initial contract year) 
Florida Statewide Medicaid Managed Care 
 Comprehensive Contract including Managed 
Medical Assistance and Long-Term Care 

624,808 TANF; CHIP; ABD; I/DD; 
foster care children; SMI; 
Dual-eligible; LTSS-eligible 

August 1, 2018-January 1, 2024 
(2013) 

Illinois Integrated Care Program 5,226 Non Dual Disabled 2014-2017 
Illinois Medicare-Medicaid Alignment 
Initiative 

10,029 Dual Eligible January 1, 2020-December 31, 2022 
(2014) 

Kentucky Medicaid Managed Care 168,844 TANF; CHIP; ABD, 
Expansion; Dual-eligible 

January 1, 2021 - TBD 
(2013) 

South Carolina Healthy Connections  1,021 TANF; CHIP; ABD; SSI July 1, 2021 - Ongoing 
Virginia Commonwealth Coordinated Care 9,143 ABD; Dual-Eligible 2014-2017 
Wisconsin Medicaid Managed Care  
BadgerCare Plus 
Medicaid SSI 
Family Care Partnership  

28,682 
10,631 
1,324 

TANF; CHIP; Expansion 
SSI; ABD  
ABD; w/ and w/out 
Medicare; LTSS 

January 1, 2020-Ongoing (2008) 
January 1, 2020-Ongoing (2008) 
Regions 3, 11: January 1, 2018-
December 31, 2023  
Regions 8, 12: January 1, 2019-
December 31, 2024 (2010**) 

*Membership at the end of the contract period **original contract was for Region 8 
2.5.1.5 Contracts with Populations Equal To or Greater than Louisiana Population: Parent Organization 
Contracts with Populations Equal to or Greater than Louisiana: Humana was recently awarded a new 
contract for Medicaid managed care in Ohio (2022 go-live). The Medicaid population of our new contract 
in Ohio, as well as our contract in Florida, have at least 1.5 million enrollees each. 
2.5.1.6 Principal Place of Business: The principal place of business for Humana Health Benefit Plan of 
Louisiana, Inc. is located in Metairie, Louisiana. Our administrative office will be located in Baton Rouge, 
Louisiana. 

2.5.1 Mandatory Qualifications 
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Section 2.5.2

Conflict of Interest

Humana associates volunteer at the Food Bank in Baton Rouge.
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RFP #: 3000017417  

2.5.2 2.5.2 Conflict of Interest 

Humana Health Benefit Plan of Louisiana, Inc. does not have any interests that will conflict with the 
performance of services required under this RFP. 

2.5.2.1 Certification of No Interests Will Conflict with Performance: Humana Health Benefit Plan of Louisiana, 
Inc. does not have any financial, legal, contractual, and other business interest that will conflict in any manner 
or degree with the performance required under the contract. Please refer to 2.5.6.2 Exhibit A - Certification 
Statement. 

2.5.2.2 Attestation of No Business Interest in LDH's Enrollment Broker Contractor: Humana Health Benefit 
Plan of Louisiana, Inc. does not have, nor does any of Humana's Material Subcontractors have, any financial, 
legal, contractual, or other business interest in LDH’s Enrollment Broker Contractor, or in such vendors’ 
subcontractors, if any. Please refer to 2.5.6.2 Exhibit A - Certification Statement. 

2.5.2.3 Attestation to Submit Information per LDH Request: Humana Health Benefit Plan of Louisiana, Inc. 
agrees to submit any additional information requested by LDH that, in LDH’s judgment, may be relevant to the 
Proposer’s financial, legal, contractual, or other business interests as they relate to the RFP and contract. 
Please refer to 2.5.6.2 Exhibit A - Certification Statement. 

2.5.2.4 Certification of No Business Interests Affecting Performance: Humana Health Benefit Plan of 
Louisiana, Inc. is not aware any financial, legal, contractual, and other business interests of Humana Health 
Benefit Plan of Louisiana, Inc. or any subcontractor, its affiliates, partners, parent(s), subsidiaries, and related 
organizations that may affect or impact its performance under the contract. 

2.5.2.5 Information Related to RFP and Contract: Humana Health Benefit Plan of Louisiana, Inc. along with the 
proposed material subcontractors, do not have any other information that may be relevant to financial, legal, 
contractual, or other business interests as they relate to the RFP and contract. 

2.5.2 Conflict of Interest 
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Section 2.5.3

Moral or Religious Objections

Kingsley House’s Adult Day Care program for seniors: Humana Healthy Horizons in 
Louisiana is partnering with Kingsley House to address a myriad of enrollees’ needs.
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2.5.3 2.5.3 Moral or Religious Objections 

2.5.3.1 No Moral or Religious Objections to Providing Services Described in the Model Contract: Humana 
Health Benefit Plan of Louisiana, Inc. has no moral or religious objections to providing any MCO Covered 
Services described in the Model Contract, Part 2, Services. 

2.5.3.2 No Moral or Religious Objections to Providing Covered Services: Not Applicable. 

2.5.3 Moral or Religious Objections 
1 of 1

4 of 230
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Section 2.5.4

Material Subcontractors

Humana Associates volunteer at Second Harvest Food Bank.
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2.5.4 2.5.4 Material Subcontractors 

Humana Healthy Horizons in Louisiana acknowledges total responsibility for the entire contract and has
identified any intended subcontractor relationships and the specific designations of the tasks to be performed. 

2.5.4.1 Tasks Performed by Subcontractors: See Table 2.5.4.2 Material Subcontractors for information on 
tasks to be performed by subcontractors. 

2.5.4.2 Material Subcontractor Services: Material Subcontractor Services are listed in Table 2.5.4.2. 

Table 2.5.4.2: Material Subcontractors 
Legal Entity Name Address Telephone Services Provided 
DentaQuest USA Insurance 
Company, Inc. 

11100 W. Liberty Drive 
Milwaukee, WI 53224 

(262) 834-3736 Dental 

Superior Vision Benefit 
Management, Inc. 

939 Elkridge Landing Rd, Suite 
200, Linthicum, MD 21090 

(800) 243-1401 Vision 

FOCUS Health, Inc. 10801 Starkey Road, Suite 104-
101, Seminole, FL 33777 

(727) 202-4650 Peer Review for Behavioral Health 
Utilization Management 

Harris Rothenberg, 
International/Humana Wellness 

500 West Main St. 
Louisville, KY 40202 

(502) 580-1000 Smoking Cessation and Weight 
Management Coaching  

Whole Health Networks/Tivity 1445 S. Spectrum Blvd., 
Chandler, AZ 85286 

(515) 291.0375 Acupuncture and Massage 

Humana Inc. 500 West Main St. 
Louisville, KY 40202 

(502) 580-1000 Legal services, Payment services, 
Financial services, Information systems, 
Medical and Product Management, 
Data Analytics and Wellness Activities 

Humana Insurance Company 1100 Employers Blvd. 
Green Bay, WI 54344 

(502) 580-1000 Claims Processing, Customer Service, 
Front-end Operations, Billing and 
Enrollment, Utilization Review, and 
Certain Federal and State Tax Reporting 

Humana Pharmacy Solutions, Inc. 515 West Market St. 
Louisville, KY 40202 

(800) 379-0092 Prior Authorizations for J-codes 

2.5.4.3 Material Subcontractor Response Template: Per Section 2.5.4.3, Exhibit B was completed for material 
subcontractors providing behavioral health, pharmacy, vision, or transportation services, or a value-added 
benefit such as dental, and are available electronically. 

 Please see 2.5.4.3-1 Exhibit B – DentaQuest

 Please see 2.5.4.3-2 Exhibit B – Humana Pharmacy Solutions

 Please see 2.5.4.3-3 Exhibit B – Superior Vision

2.5.4.4 Signed Exhibit A, Certification Statement: Humana Health Benefit Plan of Louisiana, Inc. has provided a 
signed Exhibit A, Certification Statement. 

2.5.4.4.1 Acknowledgement of Legal Obligations: Humana Health Benefit Plan of Louisiana, Inc. acknowledges 
it will not be relieved of any legal obligations under any contract resulting from this RFP as a result of any 
contracts with subcontractors; that Humana shall be fully responsible for the subcontractor’s performance; 
and that all partnership agreements, subcontracts, and other agreements or arrangements for reimbursement 
will be in writing and will contain terms consistent with all terms and conditions of the contract. 

2.5.4.4.2 No Administrative Burden on LDH: Humana Health Benefit Plan of Louisiana, Inc. acknowledges that 
the use of subcontractors shall not cause any additional administrative burden on LDH as a result of the use of 
multiple entities. 

2.5.4.4.3 No Contracts for Services without Express Prior Written Approval: Humana Health Benefit Plan of 
Louisiana, Inc. agrees to not contract with any other party for any of the services provided for therein without 
the express prior written approval of the Department, unless provided for in the contract. 
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(Provided Electronically per Addendum 4: Revision #4) 



Humana Health Benefit Plan of Louisiana, Inc. (Humana) 

DentaQuest USA Insurance Company, Inc. 

While Humana will deliver the majority of services to enrollees and providers under the  contract, we 
have subcontracted certain services to third party vendors. 
DentaQuest is a full-service dental administrator and offers its clients all elements associated with the 
oversight of a successful and efficient dental benefit program. DentaQuest is delegated for dental 
benefit management services. 

We are committed to providing the highest-quality services to our membership. After a  thorough 
evaluation, we have determined that DentaQuest is best positioned to offer dental benefit 
management services under the Contract. 

As one of the leading dental benefits administrators in the country, DentaQuest is uniquely qualified to 
serve as Humana’s dental benefits administrator. DentaQuest has been administering dental benefits in 
the government sector since 1993 and has become the largest administrator of government-sponsored 
dental benefits in the country.  We proudly serve: 

• 3.6 million commercial members
• 1.4 million Medicare Advantage members
• 1 million marketplace/health exchange/direct-to-consumer members
• 25.5 million Medicaid & CHIP members
• 1.5 million Medicaid & Medicare Advantage members through our vision product, EyeQuest 

In addition to being a national dental leader, we also offer local expertise.  Having nine years of 
experience in the state and presently overseeing more than 247,000 lives through Medicaid 
partnerships with other health plans, we’re already familiar with the Louisiana landscape. In 2021 
DentaQuest went live with the state contract with LDH for dental carve-out. We regularly work with 
such stakeholders as the Louisiana Dental Association, the LSU School of Dentistry, the Louisiana 
Primary Care Association, the Louisiana Oral Health Coalition, and the New Orleans Homeless Alliance 
Group. With DentaQuest, Humana would get a market-ready, reputable oral health leader that is 
familiar with navigating Louisiana’s regulatory and regional dynamics.
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Exhibit B: Material Subcontractor Response Template 

Proposer (MCO) name: 

Material subcontractor name: 

Description of the Proposer's role and material subcontractor's role: 

Explanation of why the Proposer plans to subcontract this service and/or function: 

A description of the material subcontractor's organizational experience: 



Subcontractor Oversight 
As we do in other Medicaid states, Humana will hold every subcontractor to full compliance with all 
applicable provisions of the LDH Contract by implementing our standardized selection, monitoring 
and oversight processes. 

Experienced Partners 
While Humana has responsibility for and will continue to perform a majority of the functions 
required by its Contract with LDH, we also understand the importance of choosing and maintaining 
high-quality subcontractor relationships where functional support is appropriate. Humana is 
committed to working with partners experienced in serving Medicaid enrollees and delivering 
services on behalf of our organization, with a focus on the Triple Aim of better health, better care, 
and lower costs. Prior to contracting, we evaluate our subcontractor candidates carefully, using a 
strategic and competitive procurement process. This includes internal and external     cost analysis to 
optimize savings opportunities, a sourcing process that includes competitive bidding, contract 
negotiations, and implementation to ensure every potential partner satisfies all commercial, legal, 
and compliance standards. Ongoing monitoring and oversight includes all assessments and audits 
required by both regulation and contract at the time of functional delegation. 

All Subcontractors Held to the State’s Standards 
All applicable legal, regulatory, and contract requirements flow to each subcontractor through the 
executed agreements specific to performed activities. Humana’s robust subcontractor monitoring 
structure is coordinated across multiple teams at national and local levels. Our well-established 
delegation policies and procedures ensure consistency across Humana, and we require 
subcontractors to adhere to a formal Compliance Policy that contains written standards of conduct. 

In Louisiana, local executive leadership will oversee the operations and performance of our 
subcontractors on a continuous basis, applying the LDH Contract requirements and Humana’s 
national policies and procedures to local operations. A dedicated relationship manager for each 
subcontractor will be responsible for ongoing relationship maintenance and for monitoring 
subcontractors’ performance in accordance with LDH Contract and Humana-specific requirements.  

Regular Joint Operating Committee (JOC) meetings will be held with each subcontractor and 
relevant staff where performance will be assessed, and issues and opportunities will be escalated. 
Reporting and metrics are also a large part of the monitoring process. We track metrics and supply 
findings as specified by overseeing agencies, and if a subcontractor’s performance does not meet 
performance standards, an improvement plan is developed and conducted with the subcontractor. 
All relevant information is submitted to overseeing agencies on their required timelines.

Subcontractor Training and Review Ensure Compliance 
Humana will implement a subcontractor attestation process such that subcontractors who deliver 
services as part of the LDH Contract must certify they have completed all necessary training and 
fully understand the requirements of the LDH Contract, State and federal laws, and all other 
applicable requirements. Activities performed by all subcontractors will be under the control and 
direction of Humana, and our subcontractors can perform no activity without appropriate Humana 
review, approval, and ongoing formal oversight. 
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The processes the Proposer will implement to monitor and evaluate the performance of the 
material subcontractor to ensure that all contract requirements are met and to determine the 
return on investment: 



Instructions: The Proposer should attach the executed or draft contract and indicate compliance with 
each of the following checklist items by completing the “Location” column. 

Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 

1 

Contain language that the subcontractor shall adhere to all requirements set 
forth for MCO subcontractors in the contract between LDH and the MCO and 
the MCO Manual, and either physically incorporate these documents as 
appendices to the subcontract or include language in the subcontract that 
the MCO shall furnish these documents to the subcontractor upon request. 

Louisiana Medicaid 
Addendum, pages 
1-2, B.1.

2 
Include a signature page that contains an MCO and subcontractor name with 
titles that are typed or legibly written, subcontractor company name, and 
dated signature of all appropriate parties (applicable for executed contracts). 

Louisiana Medicaid 
Addendum, page 7 

3 Specify the effective dates of the subcontract agreement. Louisiana Medicaid 
Addendum, page 1, 
second WHEREAS 

4 Specify that the subcontract and its appendices contain all the terms and 
conditions agreed upon by the both parties. 

Louisiana Medicaid 
Addendum, page 2, 
B.2.

5 
Require that no modification or change of any provision of the subcontract 
shall be made unless such modification is incorporated and attached as a 
written amendment to the subcontract and signed by the parties. 

Louisiana Medicaid 
Addendum, page 2, 
B.3.

6 

Specify procedures and criteria for any alterations, variations, modifications, 
waivers, extensions of the subcontract termination date, or early 
termination of the subcontract and that such change shall only be valid when 
reduced to writing, duly signed and attached to the original of the 
subcontract. 

Louisiana Medicaid 
Addendum, page 2, 
B.4.

7 

Specify that the MCO and subcontractor recognize that in the event of 
termination of the contract between the MCO and LDH for any of the reasons 
described in the contract, the MCO shall immediately make available to LDH 
or its designated representative, in a usable form, any and all records, 
whether medical or financial, related to the MCO's and subcontractor's 
activities undertaken pursuant to the subcontract agreement. The provision 
of such records shall be at no expense to LDH. 

Louisiana Medicaid 
Addendum, page 2, 
B.5.

8 
Ensure the subcontractor shall not, without prior approval of the MCO, 
enter into any subcontract or other agreement for any of the work 
contemplated under the subcontract without approval of the MCO. 

Louisiana Medicaid 
Addendum, page 2, 
B.6.

9 
Require that if any requirement in the subcontract is determined by LDH to 
conflict with the contract between LDH and the MCO, such requirement shall 
be null and void and all other provisions shall remain in full force and effect. 

Louisiana Medicaid 
Addendum, page 2, 
B.7.

10 Identify the population covered by the subcontract. Louisiana Medicaid 
Addendum, page 2, 
B.8.

11 

Specify that the services provided under the subcontract must be in 
accordance with the Louisiana Medicaid State Plan and require that the 
subcontractor provide these services to enrollees through the last day that 
the subcontract is in effect. 

Louisiana Medicaid 
Addendum, page 2, 
B.9.
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Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 

12 

Require that the subcontractor be currently licensed and/or certified under 
applicable state and federal statutes and regulations and shall maintain 
throughout the term of the subcontract all necessary licenses, certifications, 
registrations and permits as are required to provide the health care services 
and/or other related activities delegated by the MCO. 

Louisiana Medicaid 
Addendum, page 2, 
B.10.

13 Specify the amount, duration, and scope of benefits and services that are 
provided by the subcontractor. 

Louisiana Medicaid 
Addendum, page 2, 
B.11.

14 
Provide that emergency services be coordinated without the requirement 
of prior authorization of any kind. 

Louisiana Medicaid 
Addendum, page 2, 
B.12.

15 
Require that if the subcontractor performs laboratory services, the 
subcontractor must meet all applicable state requirements and 42 C.F.R. § 
493.1 and 493.3, and any other federal requirements. 

Louisiana Medicaid 
Addendum, page 2, 
B.13.

16 

Require that an adequate record system be maintained for recording 
services, charges, dates and all other commonly required information 
elements for services rendered to MCO enrollees pursuant to the 
subcontract (including but not limited to such records as are necessary for 
the evaluation of the quality, appropriateness, and timeliness of services 
performed under the contract between LDH and the MCO). MCO enrollees 
and their representatives shall be given access to and can request copies of 
the enrollees’ medical records, to the extent and in the manner provided by 
La. R.S. 40:1165.1 and 45 C.F.R. §164.524 as amended and subject to 
reasonable charges. 

Louisiana Medicaid 
Addendum, page 2, 
B.14.

17 Include record retention requirements as specified in the contract between 
LDH and the MCO. 

Louisiana Medicaid 
Addendum, page 3, 
B.15.

18 

Shall make all program and financial records and service delivery sites open 
to CMS, the U.S. Office of the Inspector General (OIG), HHS, the State 
Auditor's Office, the Office of the Attorney General, Government 
Accountability Office (GAO), LDH, and/or any of their designees upon 
request, and shall provide them with timely and reasonable access and the 
right to examine and make copies, excerpts, or transcripts of all books, 
documents, papers, and records which are directly pertinent to a specific 
program for the purpose of making audits and examinations, contact and 
conduct private interviews with the subcontractor’s clients, employees, and 
contractors, and do on‐site reviews of all matters relating to service delivery 
as specified by the Contract. The rights of access in this provision are not 
limited to the required retention period, but shall last as long as records are 
retained. The subcontractor shall provide originals and/or copies (at no 
charge) of all records and information requested. Requests for information 
shall be compiled in the form and the language requested. 

Louisiana Medicaid 
Addendum, page 3, 
B.16.

19 INTENTIONALLY LEFT BLANK 
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Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 

20 

Whether announced or unannounced, provide for the participation and 
cooperation in any internal and external quality assessment review, 
utilization management, and grievance procedures established by the MCO 
and/or LDH or its designee. 

Louisiana Medicaid 
Addendum, page 4, 
B.18.

21 

Specify that the subcontractor shall monitor and report the quality of 
services delivered under the subcontract and initiate a plan of correction 
where necessary to improve quality of care, in accordance with that level of 
care which is recognized as acceptable professional practice in the respective 
community in which the MCO /subcontractor practices and/or the standards 
established by LDH or its designee. 

Louisiana Medicaid 
Addendum, page 4, 
B.19.

22 Require that the subcontractor comply with any corrective action plan 
initiated by the MCO and/or required by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.20

23 

Specify any monetary penalties, sanctions or reductions in payment that the 
MCO may assess on the subcontractor for specific failures to comply with 
subcontract and/or credentialing requirements. This shall include, but may 
not be limited to a subcontractor’s failure or refusal to respond to the MCO’s 
request for information, the request to provide medical records, 
credentialing information, etc.; at the MCO’s discretion or a directive by LDH, 
the MCO shall impose at a minimum, financial consequences against the 
subcontractor as appropriate. 

Louisiana Medicaid 
Addendum, page 4, 
B.21.

24 
Provide for submission of all reports and clinical information to the MCO 
for reporting purposes required by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.22.

25 
Require safeguarding of information about MCO enrollees according to 
applicable state and federal laws and regulations and as described in 
contract between LDH and the MCO. 

Louisiana Medicaid 
Addendum, page 4, 
B.23.

26 
Make full disclosure of the method and amount of compensation or other 
consideration to be received from the MCO. 

Louisiana Medicaid 
Addendum, page 4, 
B.24.

27 Provide that the subcontractor comply with LDH’s claims processing 
requirements as outlined in the RFP. 

Louisiana Medicaid 
Addendum, page 4, 
B.25.

28 Provide that the subcontractor adhere to LDH’s timely filing guidelines as 
outlined in the RFP. 

Louisiana Medicaid 
Addendum, page 4, 
B.26.

29 

Provide that, if LDH or its subcontractors discover an error or a conflict with 
a previously adjudicated encounter claim, the subcontractor shall be 
required to adjust or void the encounter claim within fourteen (14) calendar 
days of notification by LDH or the MCO, or if circumstances exist that prevent 
the subcontractor from meeting this time frame, by a specified date 
approved by LDH.

Louisiana Medicaid 
Addendum, page 4, 
B.27.

2.5.4.3-1 Exhibit B - DentaQuest Humana Healthy Horizons in Louisiana 

2.5.4 Material Subcontractors 
5 of 15 Exempt from Business Proposal 

and Total Page Limits

11(E)



Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 

30 

Specify that the subcontractor shall accept the final payment made by the 
MCO as payment‐in‐full for covered services provided and shall not solicit or 
accept any surety or guarantee of payment from LDH or the member(s). 
Member shall include the patient, parent(s), guardian, spouse or any other 
legally or potentially legally, responsible person of the member being served. 

Louisiana Medicaid 
Addendum, page 4, 
B.28.

31 

Specify that at all times during the term of the subcontract, the subcontractor 
shall indemnify and hold LDH harmless from all claims, losses, or suits relating 
to activities undertaken pursuant to the contract between LDH and the MCO, 
unless the subcontractor is a state agency. For subcontractors that are not 
state agencies, the indemnification may be accomplished by incorporating 
such language from the contract between LDH and the MCO in its entirety in 
the subcontractor’s agreement or by use of other language developed by the 
MCO and approved by LDH. For state agencies, the liability  protection may 
be accomplished by incorporating 
language developed by the state agency and approved by LDH. 

Louisiana Medicaid 
Addendum, page 4-
5, B.29. 

32 

Require the subcontractor to secure all necessary liability, malpractice, and 
workers’ compensation insurance coverage as is necessary to adequately 
protect the MCO’s enrollees and the MCO under the subcontract. The 
subcontractor shall provide such insurance coverage upon execution and at 
all times during the subcontract and shall furnish the MCO with written 
verification of the existence of such coverage. 

Louisiana Medicaid 
Addendum, page 5, 
B.30.

33 

Specify that the subcontractor agrees to recognize and abide by all state 
and federal laws, rules and regulations and guidelines applicable to the 
provision of services, and stipulate that Louisiana law, without regard to its 
conflict of laws provisions, will prevail if there is a conflict between the 
state law where the material subcontractor is based and Louisiana law. 

Louisiana Medicaid 
Addendum, page 5. 
B.31.

34 

Provide that the agreement incorporates by reference all applicable federal 
and state laws, rules or regulations, and revisions of such laws, rules, or 
regulations shall automatically be incorporated into the subcontract as they 
become effective. 

Louisiana Medicaid 
Addendum, page 5. 
B.32.

35 
Provide that the MCO and subcontractor shall be responsible for resolving 
any disputes that may arise between the two (2) parties, and that no dispute 
shall disrupt or interfere with the provisions of services to the MCO member. 

Louisiana Medicaid 
Addendum, page 5. 
B.33.

36 Include a conflict of interest clause as stated in the contract between LDH 
and the MCO. 

Louisiana Medicaid 
Addendum, page 5. 
B.34.

37 

Specify that the subcontractor must adhere to the Quality Assessment 
Performance Improvement (QAPI) and Utilization Management (UM) 
requirements as outlined the contract between LDH and the MCO. The QAPI 
and UM requirements shall be included as part of the subcontract between 
the MCO and the subcontractor. 

Louisiana Medicaid 
Addendum, page 6. 
B.35
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Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 

38 

Provide that all subcontractors shall give MCO immediate notification in 
writing by certified mail of any litigation, investigation, complaint, claim or 
transaction that may reasonably be considered to have a material impact on 
the subcontractor’s ability to perform the services included in its contract 
with the MCO. 

Louisiana Medicaid 
Addendum, page 6. 
B.36.

39 

Provide that in accordance with Title VI of the Civil Rights Act of 1964 (42 
U.S.C. §2000d et. seq.) and its implementing regulation at 45 C.F.R. Part 80 
(2001, as amended), the subcontractor must take adequate steps to ensure 
that persons with limited English skills receive free of charge the language 
assistance necessary to afford them meaningful and equal access to the 
benefits and services provided under the subcontract. 

Louisiana Medicaid 
Addendum, page 6. 
B.37.

40 Contain no provision which restricts a subcontractor from subcontracting 
with another MCO or other managed care entity. 

Louisiana Medicaid 
Addendum, page 6. 
B.38.

41 

Require that, when the MCO has entered into an alternative reimbursement 
arrangement with subcontractor, all encounter data must comply with the 
same standards of completeness and accuracy as required for proper 
adjudication of claims by the MCO. 

Louisiana Medicaid 
Addendum, page 6. 
B.39.

42 

Require that the services to be provided under this subcontract shall be 
performed entirely within the boundaries of the United States, which 
includes the 50 states, the District of Columbia, Puerto Rico, the Virgin 
Islands, Guam, the Northern Mariana Islands, and American Samoa. In 
addition, the subcontractor will not hire any individual to perform any 
services under this Contract if that individual is required to have a work visa 
approved by the U.S. Department of Homeland Security and such individual 
has not met this requirement. 

Louisiana Medicaid 
Addendum, page 6. 
B.40.

43 

Contain the following language: 

The subcontractor and the subcontractor’s providers assign to the State of 
Louisiana any and all rights or claims it currently has or may acquire under 
any state or federal antitrust laws and that are attributable to any product 
units purchased or reimbursed through any state program or payment 
mechanism, including but not limited to product units purchased or 
reimbursed under the Louisiana Medicaid managed care program. For 
purposes of this assignment clause, the “subcontractor” shall include any 
direct or indirect owner to whom the right or claim to be assigned actually 
belongs, including any and all parents, branches, departments or 
subsidiaries. 

Louisiana Medicaid 
Addendum, page 6. 
B.41.
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Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 

44 

Contain the following language: 

The subcontractor and the subcontractor’s providers shall comply, within a 
reasonable time, with any information, records or data request from any 
healthcare oversight agency, including the Louisiana Office of the Attorney 
General, Medicaid Fraud Control Unit (MFCU), related to any services 
provided under Louisiana’s Medical Assistance Programs. This requirement 
shall be inclusive of contracts or subcontracts with entities who manage or 
coordinate certain benefits for Medicaid beneficiaries on behalf of the 
MCO’s but does not directly provide the service to Medicaid 
beneficiaries. When requested by the MFCU the production of the 
information, records or data requested by the MFCU shall be done at no 
cost to the MFCU, and the contractor, subcontractor or provider shall not 
require the MFCU to enter into any contract, agreement or memorandum 
of understanding to obtain the requested information, records or data. The 
MCO contractor, subcontractor and/or provider agrees that this contract 
creates for the healthcare oversight agency an enforceable right for which 
the healthcare oversight agency can petition the court in the event of non‐ 
compliance with an information, records or data request. 

Louisiana Medicaid 
Addendum, page 3. 
B.16
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LOUISIANA MEDICAID ADDENDUM

THIS LOUISIANA MEDICAID ADDENDUM is entered into by and between Humana Health Benefit Plan of 
Louisiana, Inc. (hereinafter referred to as “Humana”) and [insert full legal name of Subcontractor], licensed under 
the laws of the State of Louisiana (hereinafter referred to as "Subcontractor"). Humana and Subcontractor may 
collectively be referred to as the “Parties.”

The purpose of this Medicaid Addendum (“Addendum”) is to ensure compliance with the Louisiana Department of 
Health (“LDH”) program contract, laws, rules and regulations. This Addendum shall supersede any and all 
contradictory terms of the [insert title of parent agreement] (the “Agreement”) made between the Parties to which 
this Addendum is a part. Any term not otherwise defined herein shall have the meaning given it in the Agreement or 
the Louisiana Medicaid Managed Care Organization contract between Humana and LDH (hereinafter the “LDH 
Contract”).

WITNESSETH

WHEREAS, the Parties entered into the Agreement pursuant to which Subcontractor agreed to provide certain 
medical, management or other supporting services to Humana or its Members or providers at negotiated rates; and

WHEREAS, the Agreement between the Parties was effective as of [insert Agreement Effective Date]; and

WHEREAS, the Parties desire to incorporate Humana’s Medicaid-participating Managed Care Plan, as defined in 
the LDH Contract, and the following additional related provisions as required by LDH. The following terms and 
conditions are intended to apply to Subcontractor because of its status as a Material Subcontractor as defined herein, 
and shall supplement the terms and conditions of the Agreement solely as they relate to Humana’s participating 
Louisiana Medicaid Managed Care Plan.

Notwithstanding any provision of the Agreement or this Addendum, Humana maintains ultimate responsibility for 
adhering to and otherwise fully complying with all terms and conditions of the LDH Contract. No subcontract will 
operate to relieve Humana of its legal responsibilities under the LDH Contract.

A. Definitions

1. The definition of “Member” in the Agreement includes persons designated by Humana and covered under
Humana’s Medicaid Managed Care Plan under its LDH Contract.

2. As defined in the LDH Contract, a “Material Subcontract” is any contract or agreement by which Humana
procures, re-procures, or proposes to subcontract with, for the provision of all, or part, of any program area
or function that relates to the delivery or payment of Medicaid Managed Care Plan covered services
including, but not limited to, behavioral health, claims processing, care management, utilization management,
transportation, or pharmacy benefits, including specialty pharmacy providers.

3. A “Material Subcontractor” has a contract with Humana to perform any of the services.

4. “MCO Manual” means a compilation of policies, instructions, and guidelines established by LDH for the
administration of the Louisiana Medicaid managed care program.

Medical providers that are also contracted or delegated to perform functions, services or responsibilities for
providing services (e.g., claims processing) under the LDH Contract are deemed to be a Material
Subcontractor.

B. Provisions and Obligations

1. Subcontractor shall adhere to all requirements in the LDH Contract applicable to subcontractors, a copy of
which shall be furnished to Subcontractor upon request. The LDH Contract is comprised of and incorporates
all provisions of the RFP for award of the MCO services to Humana and any addenda, appendices,
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attachments or amendments thereto, as well as any handbooks, the MCO Manual, and other applicable policy 
guides, manuals and materials.

2. The Agreement and its appendices, including this Addendum and any written delegation agreements contain
all the terms and conditions agreed upon by the Parties.

3. No modification or change of any provision of the Agreement or this Addendum shall be made unless such
modification is incorporated and attached as a written amendment to the Agreement and signed by the
Parties.

4. No alteration, variation, modification, waiver, extension of the Agreement termination date, or early
termination of the Agreement, shall be effective unless reduced to writing, duly executed by the Parties, and
attached to the original of the Agreement.

5. Humana and Subcontractor acknowledge that in the event of termination of the LDH Contract between
Humana and LDH for any of the reasons described in the LDH Contract, Humana shall immediately notify
LDH in writing and make available to LDH or its designated representative, in a usable form, any and all
records, whether medical or financial, related to Humana's and Subcontractor's activities undertaken
pursuant to the Agreement. The provision of such records shall be at no expense to LDH.

6. Subcontractor shall not enter into any subcontract or other agreement for any of the work contemplated
under the Agreement without the prior written approval of Humana, and LDH where applicable.

7. If any requirement in the Agreement is determined by LDH to conflict with the LDH Contract, such
requirement shall be null and void and all other provisions shall remain in full force and effect.

8. The Parties shall identify within the Agreement the Medicaid population covered by the Agreement.

9. The services provided under the Agreement shall be in accordance with the Louisiana Medicaid State Plan
and Subcontractor shall provide the services to Humana Members/enrollees through the last day that the
Agreement is in effect.

10. Subcontractor shall be currently licensed and/or certified under applicable state and federal statutes and
regulations and shall maintain throughout the term of the Agreement all necessary licenses, certifications,
registrations and permits as are required to provide the health care services and/or other related activities
delegated by Humana.

11. The Agreement shall specify the amount, duration, and scope of benefits and services that are provided by
Subcontractor.

12. If applicable, emergency services shall be coordinated without the requirement of prior authorization of any
kind.

13. If Subcontractor performs laboratory services, Subcontractor shall meet all applicable state requirements
and 42 C.F.R. § 493.1 and 493.3, and any other federal requirements.

14. Subcontractor shall maintain an adequate record system for recording services, charges, dates and all other
commonly required information elements for services rendered to Humana enrollees pursuant to the
Agreement (including but not limited to such records as are necessary for the evaluation of the quality,
appropriateness, and timeliness of services performed under the LDH Contract). Humana enrollees and their
representatives shall be given access to and can request copies of the enrollees’ medical records, to the extent
and in the manner provided by La. R.S. 40:1165.1 and 45 C.F.R. §164.524 as amended, and subject to
reasonable charges.
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15. All documentation and/or records maintained by Subcontractor, and network providers as applicable,
related to covered services, charges, operations and agreements under the Agreement shall be maintained for
at least ten (10) calendar years after the last good, service or supply has been provided to an enrollee or an
authorized agent of the state or federal government or any of its authorized agents unless those records are
subject to review, audit, investigations or subject to an administrative or judicial action brought by or on
behalf of the state or federal government. Under no circumstances shall Subcontractor destroy or dispose
of any such records, even after the expiration of the mandatory ten (10) year retention period, without the
express prior written permission of LDH.

Subcontractor shall retain, as applicable, enrollee grievance and appeal records in 42C.F.R. §438.416, base
data in 42 C.F.R. §438.5(c), MLR reports in 42 C.F.R. §438.8 (k), and the data, information, and
documentation specified in 42 C.F.R. §438.604, 438.606, 438.608, and 438.610 for a period of no less than
ten (10) years.

16. Subcontractor, for itself and its providers, agrees that they shall comply, within a reasonable time, with any
information, records or data request from any healthcare oversight agency, including the Louisiana Office of
the Attorney General Medicaid Fraud Control Unit (“MFCU”), related to any services provided under
Louisiana’s Medical Assistance Programs. This requirement shall be inclusive of contracts or subcontracts
with entities who manage or coordinate certain benefits for Medicaid beneficiaries on behalf of MCOs but
does not directly provide the service to Medicaid beneficiaries. When requested by the MFCU the production
of the information, records or data requested by the MFCU shall be at no cost to the MFCU, and Humana,
Subcontractor or provider shall not require the MFCU to enter into any contract, agreement or memorandum
of understanding to obtain the requested information, records or data. Humana, Subcontractor and its
providers agree that this contract creates for the healthcare oversight agency an enforceable right for which
the healthcare oversight agency can petition the court in the event of non-compliance with an information,
records or data request.

Subcontractor shall comply with the audit and inspection requirements set forth in 42 C.F.R. §438.230(c)(3)
and 42 C.F.R. §438.3(k). The state of Louisiana, including LDH, MFCU, Government Accountability Office,
and the Louisiana Legislative Auditor (“LLA”), and the federal government, including CMS, Health and
Humana Services (“HHS”), the U.S. Office of the Inspector General (“OIG”), and the General Accounting
Office, or their designees, have the right to audit, evaluate, and inspect any records or systems that pertain to
any activities performed or amounts payable under the Agreement at any time. This right exists for ten (10)
years from the termination of the LDH Contract, or from the date of completion of any audit, whichever is
later; provided, however that if any of the entities above determine that there is a reasonable possibility of
fraud or similar risk, they may audit, evaluate, and inspect at any time.

Subcontractor shall make all premises, facilities, equipment, records, systems, program and financial
records and service delivery sites open to the state of Louisiana, including LDH, MFCU, Government
Accountability Office, and LLA, and the federal government, including CMS, HHS, OIG, and the General
Accounting Office, and any of their designees upon request, for the purposes of any audit, evaluation, or
inspection. Subcontractor shall provide these entities with timely and reasonable access and the right to
examine and make copies, excerpts, or transcripts of all books, documents, papers, and records which are
directly pertinent to a specific program for the purpose of making audits and examinations, contact and
conduct private interviews with Subcontractor’s clients, employees, and contractors, and do on-site reviews
of all matters relating to service delivery as specified by the LDH Contract. The rights of access in this
provision are not limited to any retention periods, but shall last as long as records are retained. Subcontractor
shall provide originals and/or copies (at no charge) of all records and information requested. Requests for
information shall be compiled in the form and the language requested.

17. Federal laws require full disclosure of ownership, management, and control of Medicaid MCOs and LDH
requires the same of Humana subcontractors. Subcontractor shall complete and submit to Humana the
Medicaid Ownership and Disclosure form as required by LDH. The completed disclosure of ownership will
be presented to LDH pursuant to its requirements.
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18. Subcontractor shall participate and cooperate in any internal and external quality assessment review,
utilization management, and grievance procedures established by Humana and/or LDH or its designee,
whether announced or unannounced.

19. Subcontractor shall monitor and report the quality of services delivered under the Agreement and initiate a
plan of correction where necessary to improve quality of care, in accordance with that level of care which is
recognized as acceptable professional practice in the respective community in which Humana and/or
Subcontractor practices and/or the standards established by LDH or its designee.

20. Subcontractor shall comply with any corrective action plan initiated by Humana and/or as required by
LDH.

21. Humana may assess monetary penalties, sanctions or reductions in payment on Subcontractor for failure
to comply with the Agreement or credentialing requirements, up to and including Agreement termination.
This shall include, but is not limited to Subcontractor’s failure or refusal to respond to Humana’s request
for information, the request to provide medical records, credentialing information, and like requests at
Humana’s discretion or as a directive by LDH. Humana shall impose at a minimum, financial consequences
against Subcontractor as appropriate.

22. Subcontractor shall submit all reports and clinical information to Humana for reporting purposes as
required by LDH.

23. Subcontractor shall safeguard information about Humana enrollees according to applicable state and
federal laws and regulations and as described in the LDH Contract.

24. The Agreement shall make full disclosure of the method and amount of compensation or other consideration
to be received from Humana by Subcontractor.

25. If Subcontractor is delegated for claims processing, Subcontractor shall comply with LDH’s claims
processing requirements as stated in the RFP, LHD Contract, and MCO Manual. These provisions include,
but are not limited to, Section 2.11 of the LDH Contract – Provider Reimbursement.

26. Subcontractor shall adhere to applicable timely filing guidelines set forth by LDH. These provisions include,
but are not limited to, Section 2.18.7 of the LDH Contract.

27. If LDH, its subcontractors or Humana discover an error or a conflict with a previously adjudicated encounter
claim, Subcontractor shall adjust or void the encounter claim within fourteen (14) calendar days of
notification by LDH or Humana, or if circumstances exist that prevent Subcontractor from meeting this
time frame, by a specified date approved by LDH.

28. Subcontractor shall accept the final payment made by Humana as payment-in-full for covered services
provided and shall not solicit or accept any surety or guarantee of payment from LDH or Humana Members
or enrollees. “Member” shall include the patient, parent(s), guardian, spouse or any other legally or
potentially legally, responsible person of the member being served.

29. Indemnity. Neither Party shall be liable for any delay or failure in performance beyond its control resulting
from acts of God or force majeure. The Parties shall use reasonable efforts to eliminate or minimize the
effect of such events upon performance of their respective duties under the Agreement.

Subcontractor shall be fully liable for the actions of its agents, employees, partners or subcontractors and
shall fully indemnify and hold harmless the State of Louisiana and its Authorized Users (as defined in the
LDH Contract) from suits, actions, damages and costs of every name and description relating to personal
injury and damage to property caused by Subcontractor, its agents, employees, partners or subcontractors,
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without limitation; provided, however, that Subcontractor shall not indemnify for that portion of any claim, 
loss or damage arising hereunder due to the negligent act or failure to act of the State.

Hold Harmless: Unless Subcontractor is a state agency, Subcontractor shall indemnify, defend, protect, 
and hold harmless LDH and any of its officers, agents, and employees from:

a) Any claims for damages or losses arising from services rendered by Subcontractor, or any person, or
firm performing or supplying services, materials, or supplies for Subcontractor in connection with the
performance of the Agreement;

b) Any claims for damages or losses arising from sanctions due to Subcontractor’s network providers and
enrollees, including, but not limited to, termination or exclusion from the network, in accordance with
provisions in the Fraud, Waste, and Abuse Prevention Section of the LDH Contract.

c) Any claims for damages or losses to any person or firm injured or damaged by erroneous or negligent
acts, including disregard of state or federal Medicaid regulations or legal statutes, by Subcontractor, its
agents, officers, employees, or subcontractors in the performance of the Agreement;

d) Any claims for damages or losses resulting to any person or firm injured or damaged by Subcontractor,
its agents, officers, employees, or subcontractors by Subcontractor's publication, translation,
reproduction, delivery, performance, use, or disposition of any data processed under the Agreement in a
manner not authorized by the Agreement, the LDH Contract, or by federal or state regulations or statutes;

e) Any claims for damages or losses arising from failure by Subcontractor, its agents, officers, employees,
or subcontractors to comply with applicable federal or state laws, including, but not limited to, state and
federal Medicaid laws and regulations, labor laws and minimum wage laws, or to comply with any
applicable consent decrees, settlements, or adverse judicial determinations;

f) Any claims for damages, losses, reasonable costs, or attorney fees, including, but not limited to, those
incurred by or on behalf of LDH in connection with non-compliance with any judgment, settlement,
court order, or consent decree, for which the responsibility for compliance has been delegated to
Subcontractor by Humana;

g) Any claims for damages, losses, or reasonable costs associated with legal expenses, including, but not
limited to, those incurred by or on behalf of LDH in connection with the defense of claims for such
injuries, losses, claims, or damages specified above; and

h) Any injuries, deaths, losses, damages, claims, suits, liabilities, judgments, costs, and expenses which
may in any manner accrue against LDH or their agents, officers, or employees, through the intentional
conduct, negligence, or omission of Subcontractor, its agents, officers, employees, or subcontractors.

30. Subcontractor shall secure all applicable liability, malpractice, and workers’ compensation insurance
coverage as is necessary to adequately protect Humana and its enrollees as stated in the Agreement.
Subcontractor shall maintain such insurance coverage upon execution of the Agreement and at all times
during the Agreement term and shall furnish Humana with written verification of the existence of such
coverage.

31. Subcontractor shall recognize and abide by all state and federal laws (including Medicaid laws), rules,
regulations, guidelines, and subregulatory guidance, applicable to the provision of services. Subcontractor
and Humana stipulate that Louisiana law, without regard to its conflict of laws provisions, will prevail if
there is a conflict between the state law where Subcontractor is based and Louisiana law.

32. The Agreement and this Addendum incorporate by reference all applicable federal and state laws, rules and
regulations. Any revisions of such laws, rules, or regulations shall automatically be incorporated into the
Agreement as they become effective.

33. Humana and Subcontractor shall be responsible for resolving any disputes that may arise between the
Parties, and no dispute shall disrupt or interfere with the provision of services to a Humana Member.\

34. Subcontractor shall sign the no conflict of interest form in compliance with the requirements of the LDH
Contract.

2.5.4.3-1 Exhibit B - DentaQuest Humana Healthy Horizons in Louisiana 

2.5.4 Material Subcontractors 
13 of 15

Exempt from Business Proposal 
and Total Page Limits

19(E)



6

Approved as to Form : ICMAgreementCode

35. To the extent applicable, Subcontractor shall adhere to the Quality Assessment Performance Improvement
(“QAPI”) and Utilization Management (“UM”) requirements as stated the LDH Contract. The QAPI and UM
requirements shall be included as part of the Agreement.

36. Subcontractor shall give Humana immediate notification in writing by certified mail of any litigation,
investigation, complaint, claim or transaction that may reasonably be considered to have a material impact
on Subcontractor’s ability to perform the services in the Agreement.

37. In accordance with Title VI of the Civil Rights Act of 1964 (42 U.S.C. §2000d et. seq.) and its implementing
regulation at 45 C.F.R. Part 80 (2001, as amended), Subcontractor shall take adequate steps to ensure that
persons with limited English skills receive free of charge the language assistance necessary to afford them
meaningful and equal access to the benefits and services provided under the Agreement.

38. Humana shall not restrict Subcontractor from subcontracting with another MCO or other managed care
entity.

39. If Humana has entered into an alternative reimbursement arrangement with Subcontractor, all encounter
data must comply with the same standards of completeness and accuracy as required for proper adjudication
of claims by Humana.

40. Services to be provided under the Agreement shall be performed entirely within the boundaries of the United
States, which includes the fifty (50) states, the District of Columbia, Puerto Rico, the Virgin Islands, Guam,
the Northern Mariana Islands, and American Samoa. In addition, Subcontractor shall not hire any individual
to perform any services under the LDH Contract if that individual is required to have a work visa approved
by the U.S. Department of Homeland Security and such individual has not met this requirement.

41. Subcontractor, for itself and its providers, hereby assign to the State of Louisiana any and all rights or claims
it currently has or may acquire under any state or federal antitrust laws and that are attributable to any product
units purchased or reimbursed through any state program or payment mechanism, including but not limited
to product units purchased or reimbursed under the Louisiana Medicaid managed care program. For purposes
of this assignment clause, “Subcontractor” shall include any direct or indirect owner to whom the right or
claim to be assigned actually belongs, including any and all parents, branches, departments or subsidiaries.

42. Humana shall monitor Subcontractor’s performance on an ongoing basis and perform a formal review
annually. The annual review shall include any performance concerns identified by Humana or LDH. If any
deficiencies or areas for improvement are identified, Subcontractor shall take corrective action. Humana
shall provide LDH with a copy of the annual review and any corrective action plans developed as a result
and provide ongoing updates to LDH on Subcontractor’s activities to improve its performance.
Subcontractor shall provide Humana with updated information and action plans as required to provide
ongoing updates to LDH.

43. Subcontractor acknowledges and agrees to comply with the provision of R.S. 38:2212.10 and federal law
pertaining to E-Verify in the performance of services under the Agreement.

44. Subcontractor certifies that it is not excluded, disqualified, disbarred, or suspended from contracting with
or receiving federal funds or grants from the Federal Government. Subcontractor certifies that it is not on
the List of Parties Excluded from Federal Procurement and Nonprocurement Programs promulgated in
accordance with E.O.s 12549 and 12689. "Debarment and Suspension," as set forth at 24 CFR Part 24 and
''Nonprocurement Debarment and Suspension" set forth at 2 CFR Part 2424. Subcontractor has a continuing
obligation to disclose any suspension or debarment by any government entity, including but not limited to
the General Services Administration (“GSA”). Failure to disclose may constitute grounds for suspension
and/or termination of the Agreement and debarment from future state contracts.

45. Claims for services furnished or requested for reimbursement by Subcontractor which are not provided for
in the Agreement shall not be allowed by Humana. In the event it is determined that certain costs which have
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been reimbursed to Subcontractor pursuant to the Agreement are not allowable, Humana shall have the 
right to set off and withhold said amounts from any amount due Subcontractor under the Agreement for 
costs that are allowable.

46. Subcontractor hereby agrees not to bill, charge, collect a deposit from, seek cost sharing or other forms of
compensation, remuneration or reimbursement from, or have recourse against, enrollees, or persons acting
on their behalf, for services which are rendered to such enrollees by Subcontractor and which are Humana
covered services.

The Parties have the authority necessary to bind all of the entities identified here and have executed this 
Addendum to be effective as of [insert effective date of Medicaid terms]. 

ICMVendorName HUMANA

Signature: Signature: 

Name: ExternalSignatory Name: InternalSignatory

Title: ExternalSignatoryTitle Title: InternalSignatoryTitle

Date: Date: Date: IntDate1
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Humana Health Benefit Plan of Louisiana, Inc. (Humana) 

Humana Pharmacy Solutions, Inc. 

Humana is responsible for managing and delivering services to enrollees and providers under the 
Contract. We will leverage capabilities across our enterprise to deliver an efficient managed care 
delivery system. Humana Pharmacy Solutions, Inc. is delegated for pharmacy related services such as 
prior authorizations. 

To ensure an efficient delivery of services under the Contract, Humana will utilize our affiliate 
company, Humana Pharmacy Solutions, Inc.,  to perform services such as managing the Physician 
Administered Drugs including managing the Prior Authorization List (PAL) and completing coverage 
determinations. 

Humana Pharmacy Solutions®, Inc. (HPS), located in Louisville, Kentucky, is a complete business unit 
within Humana, Inc. and began offering pharmacy benefits in 1985. Today, HPS exclusively serves 
Humana plans to provide PBM services for more than 10 million enrollees across all Humana’s books 
of business. HPS processes more than 500 million prescriptions annually and manages approximately 
$32 billion in prescription drug spend.  
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Exhibit B: Material Subcontractor Response Template 

Proposer (MCO) name: 

Material subcontractor name: 

Description of the Proposer's role and material subcontractor's role: 

Explanation of why the Proposer plans to subcontract this service and/or function: 

A description of the material subcontractor's organizational experience: 



Subcontractor Oversight 
As we do in other Medicaid states, Humana will hold every subcontractor to full compliance with all 
applicable provisions of the LDH Contract by implementing our standardized selection, monitoring 
and oversight processes. 

Experienced Partners 
While Humana has responsibility for and will continue to perform a majority of the functions 
required by its Contract with LDH, we also understand the importance of choosing and maintaining 
high-quality subcontractor relationships where functional support is appropriate. Humana is 
committed to working with partners experienced in serving Medicaid enrollees and delivering 
services on behalf of our organization, with a focus on the Triple Aim of better health, better care, 
and lower costs. Prior to contracting, we evaluate our subcontractor candidates carefully, using a 
strategic and competitive procurement process. This includes internal and external     cost analysis to 
optimize savings opportunities, a sourcing process that includes competitive bidding, contract 
negotiations, and implementation to ensure every potential partner satisfies all commercial, legal, 
and compliance standards. Ongoing monitoring and oversight includes all assessments and audits 
required by both regulation and contract at the time of functional delegation. 

All Subcontractors Held to the State’s Standards 
All applicable legal, regulatory, and contract requirements flow to each subcontractor through the 
executed agreements specific to performed activities. Humana’s robust subcontractor monitoring 
structure is coordinated across multiple teams at national and local levels. Our well-established 
delegation policies and procedures ensure consistency across Humana, and we require 
subcontractors to adhere to a formal Compliance Policy that contains written standards of conduct. 

In Louisiana, local executive leadership will oversee the operations and performance of our 
subcontractors on a continuous basis, applying the LDH Contract requirements and Humana’s 
national policies and procedures to local operations. A dedicated relationship manager for each 
subcontractor will be responsible for ongoing relationship maintenance and for monitoring 
subcontractors’ performance in accordance with LDH Contract and Humana-specific requirements.  

Regular Joint Operating Committee (JOC) meetings will be held with each subcontractor and 
relevant staff where performance will be assessed, and issues and opportunities will be escalated. 
Reporting and metrics are also a large part of the monitoring process. We track metrics and supply 
findings as specified by overseeing agencies, and if a subcontractor’s performance does not meet 
performance standards, an improvement plan is developed and conducted with the subcontractor. 
All relevant information is submitted to overseeing agencies on their required timelines.

Subcontractor Training and Review Ensure Compliance 
Humana will implement a subcontractor attestation process such that subcontractors who deliver 
services as part of the LDH Contract must certify they have completed all necessary training and 
fully understand the requirements of the LDH Contract, State and federal laws, and all other 
applicable requirements. Activities performed by all subcontractors will be under the control and 
direction of Humana, and our subcontractors can perform no activity without appropriate Humana 
review, approval, and ongoing formal oversight. 

2.5.4.3-2 Exhibit B - Humana Pharmacy Solutions Humana Healthy Horizons in Louisiana 

2.5.4 Material Subcontractors 
2 of 15

Exempt from Business Proposal 
and Total Page Limits

23(E)

The processes the Proposer will implement to monitor and evaluate the performance of the 
material subcontractor to ensure that all contract requirements are met and to determine the 

return on investment: 



Instructions: The Proposer should attach the executed or draft contract and indicate compliance with 
each of the following checklist items by completing the “Location” column. 
 
 Checklist Item Location 

(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 
 

1 

Contain language that the subcontractor shall adhere to all requirements set 
forth for MCO subcontractors in the contract between LDH and the MCO and 
the MCO Manual, and either physically incorporate these documents as 
appendices to the subcontract or include language in the subcontract that 
the MCO shall furnish these documents to the subcontractor upon request. 

Louisiana Medicaid 
Addendum, pages 
1-2, B.1. 

 
2 

Include a signature page that contains an MCO and subcontractor name with 
titles that are typed or legibly written, subcontractor company name, and 
dated signature of all appropriate parties (applicable for executed contracts). 

Louisiana Medicaid 
Addendum, page 7 

3 Specify the effective dates of the subcontract agreement. Louisiana Medicaid 
Addendum, page 1, 
second WHEREAS 

4 Specify that the subcontract and its appendices contain all the terms and 
conditions agreed upon by the both parties. 

Louisiana Medicaid 
Addendum, page 2, 
B.2. 

 
5 

Require that no modification or change of any provision of the subcontract 
shall be made unless such modification is incorporated and attached as a 
written amendment to the subcontract and signed by the parties. 

Louisiana Medicaid 
Addendum, page 2, 
B.3. 

 
 

6 

Specify procedures and criteria for any alterations, variations, modifications, 
waivers, extensions of the subcontract termination date, or early 
termination of the subcontract and that such change shall only be valid when 
reduced to writing, duly signed and attached to the original of the 
subcontract. 

Louisiana Medicaid 
Addendum, page 2, 
B.4. 

 
 
 

7 

Specify that the MCO and subcontractor recognize that in the event of 
termination of the contract between the MCO and LDH for any of the reasons 
described in the contract, the MCO shall immediately make available to LDH 
or its designated representative, in a usable form, any and all records, 
whether medical or financial, related to the MCO's and subcontractor's 
activities undertaken pursuant to the subcontract agreement. The provision 
of such records shall be at no expense to LDH. 

Louisiana Medicaid 
Addendum, page 2, 
B.5. 

 
8 

Ensure the subcontractor shall not, without prior approval of the MCO, 
enter into any subcontract or other agreement for any of the work 
contemplated under the subcontract without approval of the MCO. 

Louisiana Medicaid 
Addendum, page 2, 
B.6. 

 
9 

Require that if any requirement in the subcontract is determined by LDH to 
conflict with the contract between LDH and the MCO, such requirement shall 
be null and void and all other provisions shall remain in full force and effect. 

Louisiana Medicaid 
Addendum, page 2, 
B.7. 

10 Identify the population covered by the subcontract. Louisiana Medicaid 
Addendum, page 2, 
B.8. 

2.5.4.3-2 Exhibit B - Humana Pharmacy Solutions Humana Healthy Horizons in Louisiana 

2.5.4 Material Subcontractors 
3 of 15

Exempt from Business Proposal 
and Total Page Limits

24(E)



 Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 

11 

Specify that the services provided under the subcontract must be in 
accordance with the Louisiana Medicaid State Plan and require that the 
subcontractor provide these services to enrollees through the last day that 
the subcontract is in effect. 

Louisiana Medicaid 
Addendum, page 2, 
B.9. 

 
 

12 

Require that the subcontractor be currently licensed and/or certified under 
applicable state and federal statutes and regulations and shall maintain 
throughout the term of the subcontract all necessary licenses, certifications, 
registrations and permits as are required to provide the health care services 
and/or other related activities delegated by the MCO. 

Louisiana Medicaid 
Addendum, page 2, 
B.10. 

13 Specify the amount, duration, and scope of benefits and services that are 
provided by the subcontractor. 

Louisiana Medicaid 
Addendum, page 2, 
B.11. 
 

14 
Provide that emergency services be coordinated without the requirement 
of prior authorization of any kind. 

Louisiana Medicaid 
Addendum, page 2, 
B.12. 

 
15 

Require that if the subcontractor performs laboratory services, the 
subcontractor must meet all applicable state requirements and 42 C.F.R. § 
493.1 and 493.3, and any other federal requirements. 

Louisiana Medicaid 
Addendum, page 2, 
B.13. 

 
 
 
 

16 

Require that an adequate record system be maintained for recording 
services, charges, dates and all other commonly required information 
elements for services rendered to MCO enrollees pursuant to the 
subcontract (including but not limited to such records as are necessary for 
the evaluation of the quality, appropriateness, and timeliness of services 
performed under the contract between LDH and the MCO). MCO enrollees 
and their representatives shall be given access to and can request copies of 
the enrollees’ medical records, to the extent and in the manner provided by 
La. R.S. 40:1165.1 and 45 C.F.R. §164.524 as amended and subject to 
reasonable charges. 

Louisiana Medicaid 
Addendum, page 2, 
B.14. 

17 Include record retention requirements as specified in the contract between 
LDH and the MCO. 

Louisiana Medicaid 
Addendum, page 3, 
B.15. 
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 Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 
 
 
 
 
 

18 

Shall make all program and financial records and service delivery sites open 
to CMS, the U.S. Office of the Inspector General (OIG), HHS, the State 
Auditor's Office, the Office of the Attorney General, Government 
Accountability Office (GAO), LDH, and/or any of their designees upon 
request, and shall provide them with timely and reasonable access and the 
right to examine and make copies, excerpts, or transcripts of all books, 
documents, papers, and records which are directly pertinent to a specific 
program for the purpose of making audits and examinations, contact and 
conduct private interviews with the subcontractor’s clients, employees, and 
contractors, and do on‐site reviews of all matters relating to service delivery 
as specified by the Contract. The rights of access in this provision are not 
limited to the required retention period, but shall last as long as records are 
retained. The subcontractor shall provide originals and/or copies (at no 
charge) of all records and information requested. Requests for information 
shall be compiled in the form and the language requested. 

Louisiana Medicaid 
Addendum, page 3, 
B.16. 

19 INTENTIONALLY LEFT BLANK  

 

20 

Whether announced or unannounced, provide for the participation and 
cooperation in any internal and external quality assessment review, 
utilization management, and grievance procedures established by the MCO 
and/or LDH or its designee. 

Louisiana Medicaid 
Addendum, page 4, 
B.18. 

 
 

21 

Specify that the subcontractor shall monitor and report the quality of 
services delivered under the subcontract and initiate a plan of correction 
where necessary to improve quality of care, in accordance with that level of 
care which is recognized as acceptable professional practice in the respective 
community in which the MCO /subcontractor practices and/or the standards 
established by LDH or its designee. 

Louisiana Medicaid 
Addendum, page 4, 
B.19. 

22 Require that the subcontractor comply with any corrective action plan 
initiated by the MCO and/or required by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.20 

 
 
 
 

23 

Specify any monetary penalties, sanctions or reductions in payment that the 
MCO may assess on the subcontractor for specific failures to comply with 
subcontract and/or credentialing requirements. This shall include, but may 
not be limited to a subcontractor’s failure or refusal to respond to the MCO’s 
request for information, the request to provide medical records, 
credentialing information, etc.; at the MCO’s discretion or a directive by LDH, 
the MCO shall impose at a minimum, financial consequences against the 
subcontractor as appropriate. 

Louisiana Medicaid 
Addendum, page 4, 
B.21. 
 
 

 

24 
Provide for submission of all reports and clinical information to the MCO 
for reporting purposes required by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.22. 

 
 

25 
Require safeguarding of information about MCO enrollees according to 
applicable state and federal laws and regulations and as described in 
contract between LDH and the MCO. 

Louisiana Medicaid 
Addendum, page 4, 
B.23. 
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26 
Make full disclosure of the method and amount of compensation or other 
consideration to be received from the MCO. 

Louisiana Medicaid 
Addendum, page 4, 
B.24. 

27 Provide that the subcontractor comply with LDH’s claims processing 
requirements as outlined in the RFP. 

Louisiana Medicaid 
Addendum, page 4, 
B.25. 

28 Provide that the subcontractor adhere to LDH’s timely filing guidelines as 
outlined in the RFP. 

Louisiana Medicaid 
Addendum, page 4, 
B.26. 

 
 

 
29 

Provide that, if LDH or its subcontractors discover an error or a conflict with 
a previously adjudicated encounter claim, the subcontractor shall be 
required to adjust or void the encounter claim within fourteen (14) calendar 
days of notification by LDH or the MCO, or if circumstances exist that prevent 
the subcontractor from meeting this time frame, by a specified date 
approved by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.27. 
 
 

 
 
 

30 

Specify that the subcontractor shall accept the final payment made by the 
MCO as payment‐in‐full for covered services provided and shall not solicit or 
accept any surety or guarantee of payment from LDH or the member(s). 
Member shall include the patient, parent(s), guardian, spouse or any other 
legally or potentially legally, responsible person of the member being served. 

Louisiana Medicaid 
Addendum, page 4, 
B.28. 

 
 
 
 

31 

Specify that at all times during the term of the subcontract, the subcontractor 
shall indemnify and hold LDH harmless from all claims, losses, or suits relating 
to activities undertaken pursuant to the contract between LDH and the MCO, 
unless the subcontractor is a state agency. For subcontractors that are not 
state agencies, the indemnification may be accomplished by incorporating 
such language from the contract between LDH and the MCO in its entirety in 
the subcontractor’s agreement or by use of other language developed by the 
MCO and approved by LDH. For state agencies, the liability  protection may 
be accomplished by incorporating 
language developed by the state agency and approved by LDH. 

Louisiana Medicaid 
Addendum, page 4-
5, B.29. 
 
 
 
 

 

 
 

32 

Require the subcontractor to secure all necessary liability, malpractice, and 
workers’ compensation insurance coverage as is necessary to adequately 
protect the MCO’s enrollees and the MCO under the subcontract. The 
subcontractor shall provide such insurance coverage upon execution and at 
all times during the subcontract and shall furnish the MCO with written 
verification of the existence of such coverage. 

Louisiana Medicaid 
Addendum, page 5, 
B.30. 

 
 

33 

Specify that the subcontractor agrees to recognize and abide by all state 
and federal laws, rules and regulations and guidelines applicable to the 
provision of services, and stipulate that Louisiana law, without regard to its 
conflict of laws provisions, will prevail if there is a conflict between the 
state law where the material subcontractor is based and Louisiana law. 

Louisiana Medicaid 
Addendum, page 5. 
B.31. 
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34 

Provide that the agreement incorporates by reference all applicable federal 
and state laws, rules or regulations, and revisions of such laws, rules, or 
regulations shall automatically be incorporated into the subcontract as they 
become effective. 

Louisiana Medicaid 
Addendum, page 5. 
B.32. 

 
35 

Provide that the MCO and subcontractor shall be responsible for resolving 
any disputes that may arise between the two (2) parties, and that no dispute 
shall disrupt or interfere with the provisions of services to the MCO member. 

Louisiana Medicaid 
Addendum, page 5. 
B.33. 

36 Include a conflict of interest clause as stated in the contract between LDH 
and the MCO. 

Louisiana Medicaid 
Addendum, page 5. 
B.34. 

 
 
 

37 

Specify that the subcontractor must adhere to the Quality Assessment 
Performance Improvement (QAPI) and Utilization Management (UM) 
requirements as outlined the contract between LDH and the MCO. The QAPI 
and UM requirements shall be included as part of the subcontract between 
the MCO and the subcontractor. 

Louisiana Medicaid 
Addendum, page 6. 
B.35 
 

 
 
 

38 

Provide that all subcontractors shall give MCO immediate notification in 
writing by certified mail of any litigation, investigation, complaint, claim or 
transaction that may reasonably be considered to have a material impact on 
the subcontractor’s ability to perform the services included in its contract 
with the MCO. 

Louisiana Medicaid 
Addendum, page 6. 
B.36. 

 
 

39 

Provide that in accordance with Title VI of the Civil Rights Act of 1964 (42 
U.S.C. §2000d et. seq.) and its implementing regulation at 45 C.F.R. Part 80 
(2001, as amended), the subcontractor must take adequate steps to ensure 
that persons with limited English skills receive free of charge the language 
assistance necessary to afford them meaningful and equal access to the 
benefits and services provided under the subcontract. 

Louisiana Medicaid 
Addendum, page 6. 
B.37. 

40 Contain no provision which restricts a subcontractor from subcontracting 
with another MCO or other managed care entity. 

Louisiana Medicaid 
Addendum, page 6. 
B.38. 

 

41 

Require that, when the MCO has entered into an alternative reimbursement 
arrangement with subcontractor, all encounter data must comply with the 
same standards of completeness and accuracy as required for proper 
adjudication of claims by the MCO. 

Louisiana Medicaid 
Addendum, page 6. 
B.39. 

 
 

 
42 

Require that the services to be provided under this subcontract shall be 
performed entirely within the boundaries of the United States, which 
includes the 50 states, the District of Columbia, Puerto Rico, the Virgin 
Islands, Guam, the Northern Mariana Islands, and American Samoa. In 
addition, the subcontractor will not hire any individual to perform any 
services under this Contract if that individual is required to have a work visa 
approved by the U.S. Department of Homeland Security and such individual 
has not met this requirement. 

Louisiana Medicaid 
Addendum, page 6. 
B.40. 
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43 

Contain the following language: 
 

The subcontractor and the subcontractor’s providers assign to the State of 
Louisiana any and all rights or claims it currently has or may acquire under 
any state or federal antitrust laws and that are attributable to any product 
units purchased or reimbursed through any state program or payment 
mechanism, including but not limited to product units purchased or 
reimbursed under the Louisiana Medicaid managed care program. For 
purposes of this assignment clause, the “subcontractor” shall include any 
direct or indirect owner to whom the right or claim to be assigned actually 
belongs, including any and all parents, branches, departments or 
subsidiaries. 

Louisiana Medicaid 
Addendum, page 6. 
B.41. 

 
 
 
 
 
 
 
 
 

44 

Contain the following language: 
 

The subcontractor and the subcontractor’s providers shall comply, within a 
reasonable time, with any information, records or data request from any 
healthcare oversight agency, including the Louisiana Office of the Attorney 
General, Medicaid Fraud Control Unit (MFCU), related to any services 
provided under Louisiana’s Medical Assistance Programs. This requirement 
shall be inclusive of contracts or subcontracts with entities who manage or 
coordinate certain benefits for Medicaid beneficiaries on behalf of the 
MCO’s but does not directly provide the service to Medicaid 
beneficiaries. When requested by the MFCU the production of the 
information, records or data requested by the MFCU shall be done at no 
cost to the MFCU, and the contractor, subcontractor or provider shall not 
require the MFCU to enter into any contract, agreement or memorandum 
of understanding to obtain the requested information, records or data. The 
MCO contractor, subcontractor and/or provider agrees that this contract 
creates for the healthcare oversight agency an enforceable right for which 
the healthcare oversight agency can petition the court in the event of non‐ 
compliance with an information, records or data request. 

Louisiana Medicaid 
Addendum, page 3. 
B.16 
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LOUISIANA MEDICAID ADDENDUM

THIS LOUISIANA MEDICAID ADDENDUM is entered into by and between Humana Health Benefit Plan of 
Louisiana, Inc. (hereinafter referred to as “Humana”) and [insert full legal name of Subcontractor], licensed under 
the laws of the State of Louisiana (hereinafter referred to as "Subcontractor"). Humana and Subcontractor may 
collectively be referred to as the “Parties.”

The purpose of this Medicaid Addendum (“Addendum”) is to ensure compliance with the Louisiana Department of 
Health (“LDH”) program contract, laws, rules and regulations. This Addendum shall supersede any and all 
contradictory terms of the [insert title of parent agreement] (the “Agreement”) made between the Parties to which 
this Addendum is a part. Any term not otherwise defined herein shall have the meaning given it in the Agreement or 
the Louisiana Medicaid Managed Care Organization contract between Humana and LDH (hereinafter the “LDH 
Contract”).

WITNESSETH

WHEREAS, the Parties entered into the Agreement pursuant to which Subcontractor agreed to provide certain 
medical, management or other supporting services to Humana or its Members or providers at negotiated rates; and

WHEREAS, the Agreement between the Parties was effective as of [insert Agreement Effective Date]; and

WHEREAS, the Parties desire to incorporate Humana’s Medicaid-participating Managed Care Plan, as defined in 
the LDH Contract, and the following additional related provisions as required by LDH. The following terms and 
conditions are intended to apply to Subcontractor because of its status as a Material Subcontractor as defined herein, 
and shall supplement the terms and conditions of the Agreement solely as they relate to Humana’s participating 
Louisiana Medicaid Managed Care Plan.

Notwithstanding any provision of the Agreement or this Addendum, Humana maintains ultimate responsibility for 
adhering to and otherwise fully complying with all terms and conditions of the LDH Contract. No subcontract will 
operate to relieve Humana of its legal responsibilities under the LDH Contract.

A. Definitions

1. The definition of “Member” in the Agreement includes persons designated by Humana and covered under
Humana’s Medicaid Managed Care Plan under its LDH Contract.

2. As defined in the LDH Contract, a “Material Subcontract” is any contract or agreement by which Humana
procures, re-procures, or proposes to subcontract with, for the provision of all, or part, of any program area
or function that relates to the delivery or payment of Medicaid Managed Care Plan covered services
including, but not limited to, behavioral health, claims processing, care management, utilization management,
transportation, or pharmacy benefits, including specialty pharmacy providers.

3. A “Material Subcontractor” has a contract with Humana to perform any of the services.

4. “MCO Manual” means a compilation of policies, instructions, and guidelines established by LDH for the
administration of the Louisiana Medicaid managed care program.

Medical providers that are also contracted or delegated to perform functions, services or responsibilities for
providing services (e.g., claims processing) under the LDH Contract are deemed to be a Material
Subcontractor.

B. Provisions and Obligations

1. Subcontractor shall adhere to all requirements in the LDH Contract applicable to subcontractors, a copy of
which shall be furnished to Subcontractor upon request. The LDH Contract is comprised of and incorporates
all provisions of the RFP for award of the MCO services to Humana and any addenda, appendices,
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attachments or amendments thereto, as well as any handbooks, the MCO Manual, and other applicable policy 
guides, manuals and materials.

2. The Agreement and its appendices, including this Addendum and any written delegation agreements contain
all the terms and conditions agreed upon by the Parties.

3. No modification or change of any provision of the Agreement or this Addendum shall be made unless such
modification is incorporated and attached as a written amendment to the Agreement and signed by the
Parties.

4. No alteration, variation, modification, waiver, extension of the Agreement termination date, or early
termination of the Agreement, shall be effective unless reduced to writing, duly executed by the Parties, and
attached to the original of the Agreement.

5. Humana and Subcontractor acknowledge that in the event of termination of the LDH Contract between
Humana and LDH for any of the reasons described in the LDH Contract, Humana shall immediately notify
LDH in writing and make available to LDH or its designated representative, in a usable form, any and all
records, whether medical or financial, related to Humana's and Subcontractor's activities undertaken
pursuant to the Agreement. The provision of such records shall be at no expense to LDH.

6. Subcontractor shall not enter into any subcontract or other agreement for any of the work contemplated
under the Agreement without the prior written approval of Humana, and LDH where applicable.

7. If any requirement in the Agreement is determined by LDH to conflict with the LDH Contract, such
requirement shall be null and void and all other provisions shall remain in full force and effect.

8. The Parties shall identify within the Agreement the Medicaid population covered by the Agreement.

9. The services provided under the Agreement shall be in accordance with the Louisiana Medicaid State Plan
and Subcontractor shall provide the services to Humana Members/enrollees through the last day that the
Agreement is in effect.

10. Subcontractor shall be currently licensed and/or certified under applicable state and federal statutes and
regulations and shall maintain throughout the term of the Agreement all necessary licenses, certifications,
registrations and permits as are required to provide the health care services and/or other related activities
delegated by Humana.

11. The Agreement shall specify the amount, duration, and scope of benefits and services that are provided by
Subcontractor.

12. If applicable, emergency services shall be coordinated without the requirement of prior authorization of any
kind.

13. If Subcontractor performs laboratory services, Subcontractor shall meet all applicable state requirements
and 42 C.F.R. § 493.1 and 493.3, and any other federal requirements.

14. Subcontractor shall maintain an adequate record system for recording services, charges, dates and all other
commonly required information elements for services rendered to Humana enrollees pursuant to the
Agreement (including but not limited to such records as are necessary for the evaluation of the quality,
appropriateness, and timeliness of services performed under the LDH Contract). Humana enrollees and their
representatives shall be given access to and can request copies of the enrollees’ medical records, to the extent
and in the manner provided by La. R.S. 40:1165.1 and 45 C.F.R. §164.524 as amended, and subject to
reasonable charges.
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15. All documentation and/or records maintained by Subcontractor, and network providers as applicable,
related to covered services, charges, operations and agreements under the Agreement shall be maintained for
at least ten (10) calendar years after the last good, service or supply has been provided to an enrollee or an
authorized agent of the state or federal government or any of its authorized agents unless those records are
subject to review, audit, investigations or subject to an administrative or judicial action brought by or on
behalf of the state or federal government. Under no circumstances shall Subcontractor destroy or dispose
of any such records, even after the expiration of the mandatory ten (10) year retention period, without the
express prior written permission of LDH.

Subcontractor shall retain, as applicable, enrollee grievance and appeal records in 42C.F.R. §438.416, base
data in 42 C.F.R. §438.5(c), MLR reports in 42 C.F.R. §438.8 (k), and the data, information, and
documentation specified in 42 C.F.R. §438.604, 438.606, 438.608, and 438.610 for a period of no less than
ten (10) years.

16. Subcontractor, for itself and its providers, agrees that they shall comply, within a reasonable time, with any
information, records or data request from any healthcare oversight agency, including the Louisiana Office of
the Attorney General Medicaid Fraud Control Unit (“MFCU”), related to any services provided under
Louisiana’s Medical Assistance Programs. This requirement shall be inclusive of contracts or subcontracts
with entities who manage or coordinate certain benefits for Medicaid beneficiaries on behalf of MCOs but
does not directly provide the service to Medicaid beneficiaries. When requested by the MFCU the production
of the information, records or data requested by the MFCU shall be at no cost to the MFCU, and Humana,
Subcontractor or provider shall not require the MFCU to enter into any contract, agreement or memorandum
of understanding to obtain the requested information, records or data. Humana, Subcontractor and its
providers agree that this contract creates for the healthcare oversight agency an enforceable right for which
the healthcare oversight agency can petition the court in the event of non-compliance with an information,
records or data request.

Subcontractor shall comply with the audit and inspection requirements set forth in 42 C.F.R. §438.230(c)(3)
and 42 C.F.R. §438.3(k). The state of Louisiana, including LDH, MFCU, Government Accountability Office,
and the Louisiana Legislative Auditor (“LLA”), and the federal government, including CMS, Health and
Humana Services (“HHS”), the U.S. Office of the Inspector General (“OIG”), and the General Accounting
Office, or their designees, have the right to audit, evaluate, and inspect any records or systems that pertain to
any activities performed or amounts payable under the Agreement at any time. This right exists for ten (10)
years from the termination of the LDH Contract, or from the date of completion of any audit, whichever is
later; provided, however that if any of the entities above determine that there is a reasonable possibility of
fraud or similar risk, they may audit, evaluate, and inspect at any time.

Subcontractor shall make all premises, facilities, equipment, records, systems, program and financial
records and service delivery sites open to the state of Louisiana, including LDH, MFCU, Government
Accountability Office, and LLA, and the federal government, including CMS, HHS, OIG, and the General
Accounting Office, and any of their designees upon request, for the purposes of any audit, evaluation, or
inspection. Subcontractor shall provide these entities with timely and reasonable access and the right to
examine and make copies, excerpts, or transcripts of all books, documents, papers, and records which are
directly pertinent to a specific program for the purpose of making audits and examinations, contact and
conduct private interviews with Subcontractor’s clients, employees, and contractors, and do on-site reviews
of all matters relating to service delivery as specified by the LDH Contract. The rights of access in this
provision are not limited to any retention periods, but shall last as long as records are retained. Subcontractor
shall provide originals and/or copies (at no charge) of all records and information requested. Requests for
information shall be compiled in the form and the language requested.

17. Federal laws require full disclosure of ownership, management, and control of Medicaid MCOs and LDH
requires the same of Humana subcontractors. Subcontractor shall complete and submit to Humana the
Medicaid Ownership and Disclosure form as required by LDH. The completed disclosure of ownership will
be presented to LDH pursuant to its requirements.
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18. Subcontractor shall participate and cooperate in any internal and external quality assessment review,
utilization management, and grievance procedures established by Humana and/or LDH or its designee,
whether announced or unannounced.

19. Subcontractor shall monitor and report the quality of services delivered under the Agreement and initiate a
plan of correction where necessary to improve quality of care, in accordance with that level of care which is
recognized as acceptable professional practice in the respective community in which Humana and/or
Subcontractor practices and/or the standards established by LDH or its designee.

20. Subcontractor shall comply with any corrective action plan initiated by Humana and/or as required by
LDH.

21. Humana may assess monetary penalties, sanctions or reductions in payment on Subcontractor for failure
to comply with the Agreement or credentialing requirements, up to and including Agreement termination.
This shall include, but is not limited to Subcontractor’s failure or refusal to respond to Humana’s request
for information, the request to provide medical records, credentialing information, and like requests at
Humana’s discretion or as a directive by LDH. Humana shall impose at a minimum, financial consequences
against Subcontractor as appropriate.

22. Subcontractor shall submit all reports and clinical information to Humana for reporting purposes as
required by LDH.

23. Subcontractor shall safeguard information about Humana enrollees according to applicable state and
federal laws and regulations and as described in the LDH Contract.

24. The Agreement shall make full disclosure of the method and amount of compensation or other consideration
to be received from Humana by Subcontractor.

25. If Subcontractor is delegated for claims processing, Subcontractor shall comply with LDH’s claims
processing requirements as stated in the RFP, LHD Contract, and MCO Manual. These provisions include,
but are not limited to, Section 2.11 of the LDH Contract – Provider Reimbursement.

26. Subcontractor shall adhere to applicable timely filing guidelines set forth by LDH. These provisions include,
but are not limited to, Section 2.18.7 of the LDH Contract.

27. If LDH, its subcontractors or Humana discover an error or a conflict with a previously adjudicated encounter
claim, Subcontractor shall adjust or void the encounter claim within fourteen (14) calendar days of
notification by LDH or Humana, or if circumstances exist that prevent Subcontractor from meeting this
time frame, by a specified date approved by LDH.

28. Subcontractor shall accept the final payment made by Humana as payment-in-full for covered services
provided and shall not solicit or accept any surety or guarantee of payment from LDH or Humana Members
or enrollees. “Member” shall include the patient, parent(s), guardian, spouse or any other legally or
potentially legally, responsible person of the member being served.

29. Indemnity. Neither Party shall be liable for any delay or failure in performance beyond its control resulting
from acts of God or force majeure. The Parties shall use reasonable efforts to eliminate or minimize the
effect of such events upon performance of their respective duties under the Agreement.

Subcontractor shall be fully liable for the actions of its agents, employees, partners or subcontractors and
shall fully indemnify and hold harmless the State of Louisiana and its Authorized Users (as defined in the
LDH Contract) from suits, actions, damages and costs of every name and description relating to personal
injury and damage to property caused by Subcontractor, its agents, employees, partners or subcontractors,
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without limitation; provided, however, that Subcontractor shall not indemnify for that portion of any claim, 
loss or damage arising hereunder due to the negligent act or failure to act of the State.

Hold Harmless: Unless Subcontractor is a state agency, Subcontractor shall indemnify, defend, protect, 
and hold harmless LDH and any of its officers, agents, and employees from:

a) Any claims for damages or losses arising from services rendered by Subcontractor, or any person, or
firm performing or supplying services, materials, or supplies for Subcontractor in connection with the
performance of the Agreement;

b) Any claims for damages or losses arising from sanctions due to Subcontractor’s network providers and
enrollees, including, but not limited to, termination or exclusion from the network, in accordance with
provisions in the Fraud, Waste, and Abuse Prevention Section of the LDH Contract.

c) Any claims for damages or losses to any person or firm injured or damaged by erroneous or negligent
acts, including disregard of state or federal Medicaid regulations or legal statutes, by Subcontractor, its
agents, officers, employees, or subcontractors in the performance of the Agreement;

d) Any claims for damages or losses resulting to any person or firm injured or damaged by Subcontractor,
its agents, officers, employees, or subcontractors by Subcontractor's publication, translation,
reproduction, delivery, performance, use, or disposition of any data processed under the Agreement in a
manner not authorized by the Agreement, the LDH Contract, or by federal or state regulations or statutes;

e) Any claims for damages or losses arising from failure by Subcontractor, its agents, officers, employees,
or subcontractors to comply with applicable federal or state laws, including, but not limited to, state and
federal Medicaid laws and regulations, labor laws and minimum wage laws, or to comply with any
applicable consent decrees, settlements, or adverse judicial determinations;

f) Any claims for damages, losses, reasonable costs, or attorney fees, including, but not limited to, those
incurred by or on behalf of LDH in connection with non-compliance with any judgment, settlement,
court order, or consent decree, for which the responsibility for compliance has been delegated to
Subcontractor by Humana;

g) Any claims for damages, losses, or reasonable costs associated with legal expenses, including, but not
limited to, those incurred by or on behalf of LDH in connection with the defense of claims for such
injuries, losses, claims, or damages specified above; and

h) Any injuries, deaths, losses, damages, claims, suits, liabilities, judgments, costs, and expenses which
may in any manner accrue against LDH or their agents, officers, or employees, through the intentional
conduct, negligence, or omission of Subcontractor, its agents, officers, employees, or subcontractors.

30. Subcontractor shall secure all applicable liability, malpractice, and workers’ compensation insurance
coverage as is necessary to adequately protect Humana and its enrollees as stated in the Agreement.
Subcontractor shall maintain such insurance coverage upon execution of the Agreement and at all times
during the Agreement term and shall furnish Humana with written verification of the existence of such
coverage.

31. Subcontractor shall recognize and abide by all state and federal laws (including Medicaid laws), rules,
regulations, guidelines, and subregulatory guidance, applicable to the provision of services. Subcontractor
and Humana stipulate that Louisiana law, without regard to its conflict of laws provisions, will prevail if
there is a conflict between the state law where Subcontractor is based and Louisiana law.

32. The Agreement and this Addendum incorporate by reference all applicable federal and state laws, rules and
regulations. Any revisions of such laws, rules, or regulations shall automatically be incorporated into the
Agreement as they become effective.

33. Humana and Subcontractor shall be responsible for resolving any disputes that may arise between the
Parties, and no dispute shall disrupt or interfere with the provision of services to a Humana Member.\

34. Subcontractor shall sign the no conflict of interest form in compliance with the requirements of the LDH
Contract.
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35. To the extent applicable, Subcontractor shall adhere to the Quality Assessment Performance Improvement
(“QAPI”) and Utilization Management (“UM”) requirements as stated the LDH Contract. The QAPI and UM
requirements shall be included as part of the Agreement.

36. Subcontractor shall give Humana immediate notification in writing by certified mail of any litigation,
investigation, complaint, claim or transaction that may reasonably be considered to have a material impact
on Subcontractor’s ability to perform the services in the Agreement.

37. In accordance with Title VI of the Civil Rights Act of 1964 (42 U.S.C. §2000d et. seq.) and its implementing
regulation at 45 C.F.R. Part 80 (2001, as amended), Subcontractor shall take adequate steps to ensure that
persons with limited English skills receive free of charge the language assistance necessary to afford them
meaningful and equal access to the benefits and services provided under the Agreement.

38. Humana shall not restrict Subcontractor from subcontracting with another MCO or other managed care
entity.

39. If Humana has entered into an alternative reimbursement arrangement with Subcontractor, all encounter
data must comply with the same standards of completeness and accuracy as required for proper adjudication
of claims by Humana.

40. Services to be provided under the Agreement shall be performed entirely within the boundaries of the United
States, which includes the fifty (50) states, the District of Columbia, Puerto Rico, the Virgin Islands, Guam,
the Northern Mariana Islands, and American Samoa. In addition, Subcontractor shall not hire any individual
to perform any services under the LDH Contract if that individual is required to have a work visa approved
by the U.S. Department of Homeland Security and such individual has not met this requirement.

41. Subcontractor, for itself and its providers, hereby assign to the State of Louisiana any and all rights or claims
it currently has or may acquire under any state or federal antitrust laws and that are attributable to any product
units purchased or reimbursed through any state program or payment mechanism, including but not limited
to product units purchased or reimbursed under the Louisiana Medicaid managed care program. For purposes
of this assignment clause, “Subcontractor” shall include any direct or indirect owner to whom the right or
claim to be assigned actually belongs, including any and all parents, branches, departments or subsidiaries.

42. Humana shall monitor Subcontractor’s performance on an ongoing basis and perform a formal review
annually. The annual review shall include any performance concerns identified by Humana or LDH. If any
deficiencies or areas for improvement are identified, Subcontractor shall take corrective action. Humana
shall provide LDH with a copy of the annual review and any corrective action plans developed as a result
and provide ongoing updates to LDH on Subcontractor’s activities to improve its performance.
Subcontractor shall provide Humana with updated information and action plans as required to provide
ongoing updates to LDH.

43. Subcontractor acknowledges and agrees to comply with the provision of R.S. 38:2212.10 and federal law
pertaining to E-Verify in the performance of services under the Agreement.

44. Subcontractor certifies that it is not excluded, disqualified, disbarred, or suspended from contracting with
or receiving federal funds or grants from the Federal Government. Subcontractor certifies that it is not on
the List of Parties Excluded from Federal Procurement and Nonprocurement Programs promulgated in
accordance with E.O.s 12549 and 12689. "Debarment and Suspension," as set forth at 24 CFR Part 24 and
''Nonprocurement Debarment and Suspension" set forth at 2 CFR Part 2424. Subcontractor has a continuing
obligation to disclose any suspension or debarment by any government entity, including but not limited to
the General Services Administration (“GSA”). Failure to disclose may constitute grounds for suspension
and/or termination of the Agreement and debarment from future state contracts.

45. Claims for services furnished or requested for reimbursement by Subcontractor which are not provided for
in the Agreement shall not be allowed by Humana. In the event it is determined that certain costs which have
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been reimbursed to Subcontractor pursuant to the Agreement are not allowable, Humana shall have the 
right to set off and withhold said amounts from any amount due Subcontractor under the Agreement for 
costs that are allowable.

46. Subcontractor hereby agrees not to bill, charge, collect a deposit from, seek cost sharing or other forms of
compensation, remuneration or reimbursement from, or have recourse against, enrollees, or persons acting
on their behalf, for services which are rendered to such enrollees by Subcontractor and which are Humana
covered services.

The Parties have the authority necessary to bind all of the entities identified here and have executed this 
Addendum to be effective as of [insert effective date of Medicaid terms]. 

ICMVendorName HUMANA

Signature: Signature: 

Name: ExternalSignatory Name: InternalSignatory

Title: ExternalSignatoryTitle Title: InternalSignatoryTitle

Date: Date: Date: IntDate1
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Humana Health Benefit Plan of Louisiana, Inc. (Humana) 

Superior Vision Benefit Management, Inc. (Superior Vision) 

While Humana will deliver the majority of services to enrollees and providers under the Contract, 
we have subcontracted certain services to third party vendors.  
Superior Vision is delegated for Vision benefit management services.  

We are committed to providing the highest quality services to our membership. After a thorough 
evaluation, we have determined that Superior Vision is best positioned to offer Vision benefit 
management services under the Contract. 

Superior Vision Benefit Management, Inc. (Superior Vision) has more than 25 years of experience 
managing vision benefits on behalf of health plans (with an emphasis on government programs) 
Together with affiliates, our company currently manages vision benefits on behalf of 37.9 million 
members nationwide.   

Since 1994, Superior Vision has delivered a full-spectrum of vision care services ranging from 
routine to medical/surgical on behalf of government-sponsored health plans. Today, we provide 
services to 120 health plan clients in 22 states covering more than 18 million Medicaid, CHIP, and 
Medicare Advantage members. Superior Vision is the largest administrator of vision benefits for 
government-sponsored health plans in the nation.   

In Louisiana, Superior Vision has administered vision services for the Medicaid and CHIP programs 
since the start of managed care in 2012. Superior Vision currently provides comprehensive routine 
vision and medical eye care services to more than 425,000 Louisiana Medicaid and CHIP members.  

Our long-term experience managing services on behalf of Medicaid, CHIP and Medicare Advantage 
programs makes Superior Vision uniquely qualified to deliver outstanding service to the Louisiana 
Department of Health and valued members. 
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Exhibit B: Material Subcontractor Response Template 

Proposer (MCO} name: 

Material subcontractor name: 

Description of the Proposer's role and material subcontractor's role: 

Explanation of why the Proposer plans to subcontract this service and/or function: 

A description of the material subcontractor's organizational experience: 



Subcontractor Oversight 
As we do in other Medicaid states, Humana will hold every subcontractor to full compliance with all 
applicable provisions of the LDH Contract by implementing our standardized selection, monitoring 
and oversight processes. 

Experienced Partners 
While Humana has responsibility for and will continue to perform a majority of the functions 
required by its Contract with LDH, we also understand the importance of choosing and maintaining 
high-quality subcontractor relationships where functional support is appropriate. Humana is 
committed to working with partners experienced in serving Medicaid enrollees and delivering 
services on behalf of our organization, with a focus on the Triple Aim of better health, better care, 
and lower costs. Prior to contracting, we evaluate our subcontractor candidates carefully, using a 
strategic and competitive procurement process. This includes internal and external     cost analysis to 
optimize savings opportunities, a sourcing process that includes competitive bidding, contract 
negotiations, and implementation to ensure every potential partner satisfies all commercial, legal, 
and compliance standards. Ongoing monitoring and oversight includes all assessments and audits 
required by both regulation and contract at the time of functional delegation. 

All Subcontractors Held to the State’s Standards 
All applicable legal, regulatory, and contract requirements flow to each subcontractor through the 
executed agreements specific to performed activities. Humana’s robust subcontractor monitoring 
structure is coordinated across multiple teams at national and local levels. Our well-established 
delegation policies and procedures ensure consistency across Humana, and we require 
subcontractors to adhere to a formal Compliance Policy that contains written standards of conduct. 

In Louisiana, local executive leadership will oversee the operations and performance of our 
subcontractors on a continuous basis, applying the LDH Contract requirements and Humana’s 
national policies and procedures to local operations. A dedicated relationship manager for each 
subcontractor will be responsible for ongoing relationship maintenance and for monitoring 
subcontractors’ performance in accordance with LDH Contract and Humana-specific requirements.  

Regular Joint Operating Committee (JOC) meetings will be held with each subcontractor and 
relevant staff where performance will be assessed, and issues and opportunities will be escalated. 
Reporting and metrics are also a large part of the monitoring process. We track metrics and supply 
findings as specified by overseeing agencies, and if a subcontractor’s performance does not meet 
performance standards, an improvement plan is developed and conducted with the subcontractor. 
All relevant information is submitted to overseeing agencies on their required timelines.

Subcontractor Training and Review Ensure Compliance 
Humana will implement a subcontractor attestation process such that subcontractors who deliver 
services as part of the LDH Contract must certify they have completed all necessary training and 
fully understand the requirements of the LDH Contract, State and federal laws, and all other 
applicable requirements. Activities performed by all subcontractors will be under the control and 
direction of Humana, and our subcontractors can perform no activity without appropriate Humana 
review, approval, and ongoing formal oversight. 
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The processes the Proposer will implement to monitor and evaluate the performance of the 
material subcontractor to ensure that all contract requirements are met and to determine the 

return on investment: 



Instructions: The Proposer should attach the executed or draft contract and indicate compliance with 
each of the following checklist items by completing the “Location” column. 
 Checklist Item Location 

(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 
 

1 

Contain language that the subcontractor shall adhere to all requirements set 
forth for MCO subcontractors in the contract between LDH and the MCO and 
the MCO Manual, and either physically incorporate these documents as 
appendices to the subcontract or include language in the subcontract that 
the MCO shall furnish these documents to the subcontractor upon request. 

Louisiana Medicaid 
Addendum, pages 
1-2, B.1. 

 
2 

Include a signature page that contains an MCO and subcontractor name with 
titles that are typed or legibly written, subcontractor company name, and 
dated signature of all appropriate parties (applicable for executed contracts). 

Louisiana Medicaid 
Addendum, page 7 

3 Specify the effective dates of the subcontract agreement. Louisiana Medicaid 
Addendum, page 1, 
second WHEREAS 

4 Specify that the subcontract and its appendices contain all the terms and 
conditions agreed upon by the both parties. 

Louisiana Medicaid 
Addendum, page 2, 
B.2. 

 
5 

Require that no modification or change of any provision of the subcontract 
shall be made unless such modification is incorporated and attached as a 
written amendment to the subcontract and signed by the parties. 

Louisiana Medicaid 
Addendum, page 2, 
B.3. 

 
 

6 

Specify procedures and criteria for any alterations, variations, modifications, 
waivers, extensions of the subcontract termination date, or early 
termination of the subcontract and that such change shall only be valid when 
reduced to writing, duly signed and attached to the original of the 
subcontract. 

Louisiana Medicaid 
Addendum, page 2, 
B.4. 

 
 
 

7 

Specify that the MCO and subcontractor recognize that in the event of 
termination of the contract between the MCO and LDH for any of the reasons 
described in the contract, the MCO shall immediately make available to LDH 
or its designated representative, in a usable form, any and all records, 
whether medical or financial, related to the MCO's and subcontractor's 
activities undertaken pursuant to the subcontract agreement. The provision 
of such records shall be at no expense to LDH. 

Louisiana Medicaid 
Addendum, page 2, 
B.5. 

 
8 

Ensure the subcontractor shall not, without prior approval of the MCO, 
enter into any subcontract or other agreement for any of the work 
contemplated under the subcontract without approval of the MCO. 

Louisiana Medicaid 
Addendum, page 2, 
B.6. 

 
9 

Require that if any requirement in the subcontract is determined by LDH to 
conflict with the contract between LDH and the MCO, such requirement shall 
be null and void and all other provisions shall remain in full force and effect. 

Louisiana Medicaid 
Addendum, page 2, 
B.7. 

10 Identify the population covered by the subcontract. Louisiana Medicaid 
Addendum, page 2, 
B.8. 

 

11 

Specify that the services provided under the subcontract must be in 
accordance with the Louisiana Medicaid State Plan and require that the 
subcontractor provide these services to enrollees through the last day that 
the subcontract is in effect. 

Louisiana Medicaid 
Addendum, page 2, 
B.9. 

2.5.4.3-3 Exhibit B - Superior Vision Humana Healthy Horizons in Louisiana 

2.5.4 Material Subcontractors 
3 of 15

Exempt from Business Proposal 
and Total Page Limits

39(E)



 Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 
 

12 

Require that the subcontractor be currently licensed and/or certified under 
applicable state and federal statutes and regulations and shall maintain 
throughout the term of the subcontract all necessary licenses, certifications, 
registrations and permits as are required to provide the health care services 
and/or other related activities delegated by the MCO. 

Louisiana Medicaid 
Addendum, page 2, 
B.10. 

13 Specify the amount, duration, and scope of benefits and services that are 
provided by the subcontractor. 

Louisiana Medicaid 
Addendum, page 2, 
B.11. 
 

14 
Provide that emergency services be coordinated without the requirement 
of prior authorization of any kind. 

Louisiana Medicaid 
Addendum, page 2, 
B.12. 

 
15 

Require that if the subcontractor performs laboratory services, the 
subcontractor must meet all applicable state requirements and 42 C.F.R. § 
493.1 and 493.3, and any other federal requirements. 

Louisiana Medicaid 
Addendum, page 2, 
B.13. 

 
 
 
 

16 

Require that an adequate record system be maintained for recording 
services, charges, dates and all other commonly required information 
elements for services rendered to MCO enrollees pursuant to the 
subcontract (including but not limited to such records as are necessary for 
the evaluation of the quality, appropriateness, and timeliness of services 
performed under the contract between LDH and the MCO). MCO enrollees 
and their representatives shall be given access to and can request copies of 
the enrollees’ medical records, to the extent and in the manner provided by 
La. R.S. 40:1165.1 and 45 C.F.R. §164.524 as amended and subject to 
reasonable charges. 

Louisiana Medicaid 
Addendum, page 2, 
B.14. 

17 Include record retention requirements as specified in the contract between 
LDH and the MCO. 

Louisiana Medicaid 
Addendum, page 3, 
B.15. 

 
 
 
 
 
 
 

18 

Shall make all program and financial records and service delivery sites open 
to CMS, the U.S. Office of the Inspector General (OIG), HHS, the State 
Auditor's Office, the Office of the Attorney General, Government 
Accountability Office (GAO), LDH, and/or any of their designees upon 
request, and shall provide them with timely and reasonable access and the 
right to examine and make copies, excerpts, or transcripts of all books, 
documents, papers, and records which are directly pertinent to a specific 
program for the purpose of making audits and examinations, contact and 
conduct private interviews with the subcontractor’s clients, employees, and 
contractors, and do on‐site reviews of all matters relating to service delivery 
as specified by the Contract. The rights of access in this provision are not 
limited to the required retention period, but shall last as long as records are 
retained. The subcontractor shall provide originals and/or copies (at no 
charge) of all records and information requested. Requests for information 
shall be compiled in the form and the language requested. 

Louisiana Medicaid 
Addendum, page 3, 
B.16. 

19 INTENTIONALLY LEFT BLANK  
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 Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 

20 

Whether announced or unannounced, provide for the participation and 
cooperation in any internal and external quality assessment review, 
utilization management, and grievance procedures established by the MCO 
and/or LDH or its designee. 

Louisiana Medicaid 
Addendum, page 4, 
B.18. 

 
 

21 

Specify that the subcontractor shall monitor and report the quality of 
services delivered under the subcontract and initiate a plan of correction 
where necessary to improve quality of care, in accordance with that level of 
care which is recognized as acceptable professional practice in the respective 
community in which the MCO /subcontractor practices and/or the standards 
established by LDH or its designee. 

Louisiana Medicaid 
Addendum, page 4, 
B.19. 

22 Require that the subcontractor comply with any corrective action plan 
initiated by the MCO and/or required by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.20 

 
 
 
 

23 

Specify any monetary penalties, sanctions or reductions in payment that the 
MCO may assess on the subcontractor for specific failures to comply with 
subcontract and/or credentialing requirements. This shall include, but may 
not be limited to a subcontractor’s failure or refusal to respond to the MCO’s 
request for information, the request to provide medical records, 
credentialing information, etc.; at the MCO’s discretion or a directive by LDH, 
the MCO shall impose at a minimum, financial consequences against the 
subcontractor as appropriate. 

Louisiana Medicaid 
Addendum, page 4, 
B.21. 
 
 

 

24 
Provide for submission of all reports and clinical information to the MCO 
for reporting purposes required by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.22. 

 
 

25 
Require safeguarding of information about MCO enrollees according to 
applicable state and federal laws and regulations and as described in 
contract between LDH and the MCO. 

Louisiana Medicaid 
Addendum, page 4, 
B.23. 

26 
Make full disclosure of the method and amount of compensation or other 
consideration to be received from the MCO. 

Louisiana Medicaid 
Addendum, page 4, 
B.24. 

27 Provide that the subcontractor comply with LDH’s claims processing 
requirements as outlined in the RFP. 

Louisiana Medicaid 
Addendum, page 4, 
B.25. 

28 Provide that the subcontractor adhere to LDH’s timely filing guidelines as 
outlined in the RFP. 

Louisiana Medicaid 
Addendum, page 4, 
B.26. 

 
 

 
29 

Provide that, if LDH or its subcontractors discover an error or a conflict with 
a previously adjudicated encounter claim, the subcontractor shall be 
required to adjust or void the encounter claim within fourteen (14) calendar 
days of notification by LDH or the MCO, or if circumstances exist that prevent 
the subcontractor from meeting this time frame, by a specified date 
approved by LDH. 

Louisiana Medicaid 
Addendum, page 4, 
B.27. 
 
 

 

2.5.4.3-3 Exhibit B - Superior Vision Humana Healthy Horizons in Louisiana 

2.5.4 Material Subcontractors 
5 of 15

Exempt from Business Proposal 
and Total Page Limits

41(E)



 Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 
 

30 

Specify that the subcontractor shall accept the final payment made by the 
MCO as payment‐in‐full for covered services provided and shall not solicit or 
accept any surety or guarantee of payment from LDH or the member(s). 
Member shall include the patient, parent(s), guardian, spouse or any other 
legally or potentially legally, responsible person of the member being served. 

Louisiana Medicaid 
Addendum, page 4, 
B.28. 

 
 
 
 

31 

Specify that at all times during the term of the subcontract, the subcontractor 
shall indemnify and hold LDH harmless from all claims, losses, or suits relating 
to activities undertaken pursuant to the contract between LDH and the MCO, 
unless the subcontractor is a state agency. For subcontractors that are not 
state agencies, the indemnification may be accomplished by incorporating 
such language from the contract between LDH and the MCO in its entirety in 
the subcontractor’s agreement or by use of other language developed by the 
MCO and approved by LDH. For state agencies, the liability  protection may 
be accomplished by incorporating 
language developed by the state agency and approved by LDH. 

Louisiana Medicaid 
Addendum, page 4-
5, B.29. 
 
 
 
 

 

 
 

32 

Require the subcontractor to secure all necessary liability, malpractice, and 
workers’ compensation insurance coverage as is necessary to adequately 
protect the MCO’s enrollees and the MCO under the subcontract. The 
subcontractor shall provide such insurance coverage upon execution and at 
all times during the subcontract and shall furnish the MCO with written 
verification of the existence of such coverage. 

Louisiana Medicaid 
Addendum, page 5, 
B.30. 

 
 

33 

Specify that the subcontractor agrees to recognize and abide by all state 
and federal laws, rules and regulations and guidelines applicable to the 
provision of services, and stipulate that Louisiana law, without regard to its 
conflict of laws provisions, will prevail if there is a conflict between the 
state law where the material subcontractor is based and Louisiana law. 

Louisiana Medicaid 
Addendum, page 5. 
B.31. 

 

34 

Provide that the agreement incorporates by reference all applicable federal 
and state laws, rules or regulations, and revisions of such laws, rules, or 
regulations shall automatically be incorporated into the subcontract as they 
become effective. 

Louisiana Medicaid 
Addendum, page 5. 
B.32. 

 
35 

Provide that the MCO and subcontractor shall be responsible for resolving 
any disputes that may arise between the two (2) parties, and that no dispute 
shall disrupt or interfere with the provisions of services to the MCO member. 

Louisiana Medicaid 
Addendum, page 5. 
B.33. 

36 Include a conflict of interest clause as stated in the contract between LDH 
and the MCO. 

Louisiana Medicaid 
Addendum, page 5. 
B.34. 

 
 
 

37 

Specify that the subcontractor must adhere to the Quality Assessment 
Performance Improvement (QAPI) and Utilization Management (UM) 
requirements as outlined the contract between LDH and the MCO. The QAPI 
and UM requirements shall be included as part of the subcontract between 
the MCO and the subcontractor. 

Louisiana Medicaid 
Addendum, page 6. 
B.35 
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 Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 
 

38 

Provide that all subcontractors shall give MCO immediate notification in 
writing by certified mail of any litigation, investigation, complaint, claim or 
transaction that may reasonably be considered to have a material impact on 
the subcontractor’s ability to perform the services included in its contract 
with the MCO. 

Louisiana Medicaid 
Addendum, page 6. 
B.36. 

 
 

39 

Provide that in accordance with Title VI of the Civil Rights Act of 1964 (42 
U.S.C. §2000d et. seq.) and its implementing regulation at 45 C.F.R. Part 80 
(2001, as amended), the subcontractor must take adequate steps to ensure 
that persons with limited English skills receive free of charge the language 
assistance necessary to afford them meaningful and equal access to the 
benefits and services provided under the subcontract. 

Louisiana Medicaid 
Addendum, page 6. 
B.37. 

40 Contain no provision which restricts a subcontractor from subcontracting 
with another MCO or other managed care entity. 

Louisiana Medicaid 
Addendum, page 6. 
B.38. 

 

41 

Require that, when the MCO has entered into an alternative reimbursement 
arrangement with subcontractor, all encounter data must comply with the 
same standards of completeness and accuracy as required for proper 
adjudication of claims by the MCO. 

Louisiana Medicaid 
Addendum, page 6. 
B.39. 

 
 

 
42 

Require that the services to be provided under this subcontract shall be 
performed entirely within the boundaries of the United States, which 
includes the 50 states, the District of Columbia, Puerto Rico, the Virgin 
Islands, Guam, the Northern Mariana Islands, and American Samoa. In 
addition, the subcontractor will not hire any individual to perform any 
services under this Contract if that individual is required to have a work visa 
approved by the U.S. Department of Homeland Security and such individual 
has not met this requirement. 

Louisiana Medicaid 
Addendum, page 6. 
B.40. 

 
 
 
 
 

43 

Contain the following language: 
 

The subcontractor and the subcontractor’s providers assign to the State of 
Louisiana any and all rights or claims it currently has or may acquire under 
any state or federal antitrust laws and that are attributable to any product 
units purchased or reimbursed through any state program or payment 
mechanism, including but not limited to product units purchased or 
reimbursed under the Louisiana Medicaid managed care program. For 
purposes of this assignment clause, the “subcontractor” shall include any 
direct or indirect owner to whom the right or claim to be assigned actually 
belongs, including any and all parents, branches, departments or 
subsidiaries. 

Louisiana Medicaid 
Addendum, page 6. 
B.41. 
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 Checklist Item Location 
(Include Name of 
Document, Page 

Number, and 
Section 

Number/Letter) 
 
 
 
 
 
 
 
 
 

44 

Contain the following language: 
 

The subcontractor and the subcontractor’s providers shall comply, within a 
reasonable time, with any information, records or data request from any 
healthcare oversight agency, including the Louisiana Office of the Attorney 
General, Medicaid Fraud Control Unit (MFCU), related to any services 
provided under Louisiana’s Medical Assistance Programs. This requirement 
shall be inclusive of contracts or subcontracts with entities who manage or 
coordinate certain benefits for Medicaid beneficiaries on behalf of the 
MCO’s but does not directly provide the service to Medicaid 
beneficiaries. When requested by the MFCU the production of the 
information, records or data requested by the MFCU shall be done at no 
cost to the MFCU, and the contractor, subcontractor or provider shall not 
require the MFCU to enter into any contract, agreement or memorandum 
of understanding to obtain the requested information, records or data. The 
MCO contractor, subcontractor and/or provider agrees that this contract 
creates for the healthcare oversight agency an enforceable right for which 
the healthcare oversight agency can petition the court in the event of non‐ 
compliance with an information, records or data request. 

Louisiana Medicaid 
Addendum, page 3. 
B.16 
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LOUISIANA MEDICAID ADDENDUM

THIS LOUISIANA MEDICAID ADDENDUM is entered into by and between Humana Health Benefit Plan of 
Louisiana, Inc. (hereinafter referred to as “Humana”) and [insert full legal name of Subcontractor], licensed under 
the laws of the State of Louisiana (hereinafter referred to as "Subcontractor"). Humana and Subcontractor may 
collectively be referred to as the “Parties.”

The purpose of this Medicaid Addendum (“Addendum”) is to ensure compliance with the Louisiana Department of 
Health (“LDH”) program contract, laws, rules and regulations. This Addendum shall supersede any and all 
contradictory terms of the [insert title of parent agreement] (the “Agreement”) made between the Parties to which 
this Addendum is a part. Any term not otherwise defined herein shall have the meaning given it in the Agreement or 
the Louisiana Medicaid Managed Care Organization contract between Humana and LDH (hereinafter the “LDH 
Contract”).

WITNESSETH

WHEREAS, the Parties entered into the Agreement pursuant to which Subcontractor agreed to provide certain 
medical, management or other supporting services to Humana or its Members or providers at negotiated rates; and

WHEREAS, the Agreement between the Parties was effective as of [insert Agreement Effective Date]; and

WHEREAS, the Parties desire to incorporate Humana’s Medicaid-participating Managed Care Plan, as defined in 
the LDH Contract, and the following additional related provisions as required by LDH. The following terms and 
conditions are intended to apply to Subcontractor because of its status as a Material Subcontractor as defined herein, 
and shall supplement the terms and conditions of the Agreement solely as they relate to Humana’s participating 
Louisiana Medicaid Managed Care Plan.

Notwithstanding any provision of the Agreement or this Addendum, Humana maintains ultimate responsibility for 
adhering to and otherwise fully complying with all terms and conditions of the LDH Contract. No subcontract will 
operate to relieve Humana of its legal responsibilities under the LDH Contract.

A. Definitions

1. The definition of “Member” in the Agreement includes persons designated by Humana and covered under
Humana’s Medicaid Managed Care Plan under its LDH Contract.

2. As defined in the LDH Contract, a “Material Subcontract” is any contract or agreement by which Humana
procures, re-procures, or proposes to subcontract with, for the provision of all, or part, of any program area
or function that relates to the delivery or payment of Medicaid Managed Care Plan covered services
including, but not limited to, behavioral health, claims processing, care management, utilization management,
transportation, or pharmacy benefits, including specialty pharmacy providers.

3. A “Material Subcontractor” has a contract with Humana to perform any of the services.

4. “MCO Manual” means a compilation of policies, instructions, and guidelines established by LDH for the
administration of the Louisiana Medicaid managed care program.

Medical providers that are also contracted or delegated to perform functions, services or responsibilities for
providing services (e.g., claims processing) under the LDH Contract are deemed to be a Material
Subcontractor.

B. Provisions and Obligations

1. Subcontractor shall adhere to all requirements in the LDH Contract applicable to subcontractors, a copy of
which shall be furnished to Subcontractor upon request. The LDH Contract is comprised of and incorporates
all provisions of the RFP for award of the MCO services to Humana and any addenda, appendices,
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attachments or amendments thereto, as well as any handbooks, the MCO Manual, and other applicable policy 
guides, manuals and materials.

2. The Agreement and its appendices, including this Addendum and any written delegation agreements contain
all the terms and conditions agreed upon by the Parties.

3. No modification or change of any provision of the Agreement or this Addendum shall be made unless such
modification is incorporated and attached as a written amendment to the Agreement and signed by the
Parties.

4. No alteration, variation, modification, waiver, extension of the Agreement termination date, or early
termination of the Agreement, shall be effective unless reduced to writing, duly executed by the Parties, and
attached to the original of the Agreement.

5. Humana and Subcontractor acknowledge that in the event of termination of the LDH Contract between
Humana and LDH for any of the reasons described in the LDH Contract, Humana shall immediately notify
LDH in writing and make available to LDH or its designated representative, in a usable form, any and all
records, whether medical or financial, related to Humana's and Subcontractor's activities undertaken
pursuant to the Agreement. The provision of such records shall be at no expense to LDH.

6. Subcontractor shall not enter into any subcontract or other agreement for any of the work contemplated
under the Agreement without the prior written approval of Humana, and LDH where applicable.

7. If any requirement in the Agreement is determined by LDH to conflict with the LDH Contract, such
requirement shall be null and void and all other provisions shall remain in full force and effect.

8. The Parties shall identify within the Agreement the Medicaid population covered by the Agreement.

9. The services provided under the Agreement shall be in accordance with the Louisiana Medicaid State Plan
and Subcontractor shall provide the services to Humana Members/enrollees through the last day that the
Agreement is in effect.

10. Subcontractor shall be currently licensed and/or certified under applicable state and federal statutes and
regulations and shall maintain throughout the term of the Agreement all necessary licenses, certifications,
registrations and permits as are required to provide the health care services and/or other related activities
delegated by Humana.

11. The Agreement shall specify the amount, duration, and scope of benefits and services that are provided by
Subcontractor.

12. If applicable, emergency services shall be coordinated without the requirement of prior authorization of any
kind.

13. If Subcontractor performs laboratory services, Subcontractor shall meet all applicable state requirements
and 42 C.F.R. § 493.1 and 493.3, and any other federal requirements.

14. Subcontractor shall maintain an adequate record system for recording services, charges, dates and all other
commonly required information elements for services rendered to Humana enrollees pursuant to the
Agreement (including but not limited to such records as are necessary for the evaluation of the quality,
appropriateness, and timeliness of services performed under the LDH Contract). Humana enrollees and their
representatives shall be given access to and can request copies of the enrollees’ medical records, to the extent
and in the manner provided by La. R.S. 40:1165.1 and 45 C.F.R. §164.524 as amended, and subject to
reasonable charges.
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15. All documentation and/or records maintained by Subcontractor, and network providers as applicable,
related to covered services, charges, operations and agreements under the Agreement shall be maintained for
at least ten (10) calendar years after the last good, service or supply has been provided to an enrollee or an
authorized agent of the state or federal government or any of its authorized agents unless those records are
subject to review, audit, investigations or subject to an administrative or judicial action brought by or on
behalf of the state or federal government. Under no circumstances shall Subcontractor destroy or dispose
of any such records, even after the expiration of the mandatory ten (10) year retention period, without the
express prior written permission of LDH.

Subcontractor shall retain, as applicable, enrollee grievance and appeal records in 42C.F.R. §438.416, base
data in 42 C.F.R. §438.5(c), MLR reports in 42 C.F.R. §438.8 (k), and the data, information, and
documentation specified in 42 C.F.R. §438.604, 438.606, 438.608, and 438.610 for a period of no less than
ten (10) years.

16. Subcontractor, for itself and its providers, agrees that they shall comply, within a reasonable time, with any
information, records or data request from any healthcare oversight agency, including the Louisiana Office of
the Attorney General Medicaid Fraud Control Unit (“MFCU”), related to any services provided under
Louisiana’s Medical Assistance Programs. This requirement shall be inclusive of contracts or subcontracts
with entities who manage or coordinate certain benefits for Medicaid beneficiaries on behalf of MCOs but
does not directly provide the service to Medicaid beneficiaries. When requested by the MFCU the production
of the information, records or data requested by the MFCU shall be at no cost to the MFCU, and Humana,
Subcontractor or provider shall not require the MFCU to enter into any contract, agreement or memorandum
of understanding to obtain the requested information, records or data. Humana, Subcontractor and its
providers agree that this contract creates for the healthcare oversight agency an enforceable right for which
the healthcare oversight agency can petition the court in the event of non-compliance with an information,
records or data request.

Subcontractor shall comply with the audit and inspection requirements set forth in 42 C.F.R. §438.230(c)(3)
and 42 C.F.R. §438.3(k). The state of Louisiana, including LDH, MFCU, Government Accountability Office,
and the Louisiana Legislative Auditor (“LLA”), and the federal government, including CMS, Health and
Humana Services (“HHS”), the U.S. Office of the Inspector General (“OIG”), and the General Accounting
Office, or their designees, have the right to audit, evaluate, and inspect any records or systems that pertain to
any activities performed or amounts payable under the Agreement at any time. This right exists for ten (10)
years from the termination of the LDH Contract, or from the date of completion of any audit, whichever is
later; provided, however that if any of the entities above determine that there is a reasonable possibility of
fraud or similar risk, they may audit, evaluate, and inspect at any time.

Subcontractor shall make all premises, facilities, equipment, records, systems, program and financial
records and service delivery sites open to the state of Louisiana, including LDH, MFCU, Government
Accountability Office, and LLA, and the federal government, including CMS, HHS, OIG, and the General
Accounting Office, and any of their designees upon request, for the purposes of any audit, evaluation, or
inspection. Subcontractor shall provide these entities with timely and reasonable access and the right to
examine and make copies, excerpts, or transcripts of all books, documents, papers, and records which are
directly pertinent to a specific program for the purpose of making audits and examinations, contact and
conduct private interviews with Subcontractor’s clients, employees, and contractors, and do on-site reviews
of all matters relating to service delivery as specified by the LDH Contract. The rights of access in this
provision are not limited to any retention periods, but shall last as long as records are retained. Subcontractor
shall provide originals and/or copies (at no charge) of all records and information requested. Requests for
information shall be compiled in the form and the language requested.

17. Federal laws require full disclosure of ownership, management, and control of Medicaid MCOs and LDH
requires the same of Humana subcontractors. Subcontractor shall complete and submit to Humana the
Medicaid Ownership and Disclosure form as required by LDH. The completed disclosure of ownership will
be presented to LDH pursuant to its requirements.
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18. Subcontractor shall participate and cooperate in any internal and external quality assessment review,
utilization management, and grievance procedures established by Humana and/or LDH or its designee,
whether announced or unannounced.

19. Subcontractor shall monitor and report the quality of services delivered under the Agreement and initiate a
plan of correction where necessary to improve quality of care, in accordance with that level of care which is
recognized as acceptable professional practice in the respective community in which Humana and/or
Subcontractor practices and/or the standards established by LDH or its designee.

20. Subcontractor shall comply with any corrective action plan initiated by Humana and/or as required by
LDH.

21. Humana may assess monetary penalties, sanctions or reductions in payment on Subcontractor for failure
to comply with the Agreement or credentialing requirements, up to and including Agreement termination.
This shall include, but is not limited to Subcontractor’s failure or refusal to respond to Humana’s request
for information, the request to provide medical records, credentialing information, and like requests at
Humana’s discretion or as a directive by LDH. Humana shall impose at a minimum, financial consequences
against Subcontractor as appropriate.

22. Subcontractor shall submit all reports and clinical information to Humana for reporting purposes as
required by LDH.

23. Subcontractor shall safeguard information about Humana enrollees according to applicable state and
federal laws and regulations and as described in the LDH Contract.

24. The Agreement shall make full disclosure of the method and amount of compensation or other consideration
to be received from Humana by Subcontractor.

25. If Subcontractor is delegated for claims processing, Subcontractor shall comply with LDH’s claims
processing requirements as stated in the RFP, LHD Contract, and MCO Manual. These provisions include,
but are not limited to, Section 2.11 of the LDH Contract – Provider Reimbursement.

26. Subcontractor shall adhere to applicable timely filing guidelines set forth by LDH. These provisions include,
but are not limited to, Section 2.18.7 of the LDH Contract.

27. If LDH, its subcontractors or Humana discover an error or a conflict with a previously adjudicated encounter
claim, Subcontractor shall adjust or void the encounter claim within fourteen (14) calendar days of
notification by LDH or Humana, or if circumstances exist that prevent Subcontractor from meeting this
time frame, by a specified date approved by LDH.

28. Subcontractor shall accept the final payment made by Humana as payment-in-full for covered services
provided and shall not solicit or accept any surety or guarantee of payment from LDH or Humana Members
or enrollees. “Member” shall include the patient, parent(s), guardian, spouse or any other legally or
potentially legally, responsible person of the member being served.

29. Indemnity. Neither Party shall be liable for any delay or failure in performance beyond its control resulting
from acts of God or force majeure. The Parties shall use reasonable efforts to eliminate or minimize the
effect of such events upon performance of their respective duties under the Agreement.

Subcontractor shall be fully liable for the actions of its agents, employees, partners or subcontractors and
shall fully indemnify and hold harmless the State of Louisiana and its Authorized Users (as defined in the
LDH Contract) from suits, actions, damages and costs of every name and description relating to personal
injury and damage to property caused by Subcontractor, its agents, employees, partners or subcontractors,
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without limitation; provided, however, that Subcontractor shall not indemnify for that portion of any claim, 
loss or damage arising hereunder due to the negligent act or failure to act of the State.

Hold Harmless: Unless Subcontractor is a state agency, Subcontractor shall indemnify, defend, protect, 
and hold harmless LDH and any of its officers, agents, and employees from:

a) Any claims for damages or losses arising from services rendered by Subcontractor, or any person, or
firm performing or supplying services, materials, or supplies for Subcontractor in connection with the
performance of the Agreement;

b) Any claims for damages or losses arising from sanctions due to Subcontractor’s network providers and
enrollees, including, but not limited to, termination or exclusion from the network, in accordance with
provisions in the Fraud, Waste, and Abuse Prevention Section of the LDH Contract.

c) Any claims for damages or losses to any person or firm injured or damaged by erroneous or negligent
acts, including disregard of state or federal Medicaid regulations or legal statutes, by Subcontractor, its
agents, officers, employees, or subcontractors in the performance of the Agreement;

d) Any claims for damages or losses resulting to any person or firm injured or damaged by Subcontractor,
its agents, officers, employees, or subcontractors by Subcontractor's publication, translation,
reproduction, delivery, performance, use, or disposition of any data processed under the Agreement in a
manner not authorized by the Agreement, the LDH Contract, or by federal or state regulations or statutes;

e) Any claims for damages or losses arising from failure by Subcontractor, its agents, officers, employees,
or subcontractors to comply with applicable federal or state laws, including, but not limited to, state and
federal Medicaid laws and regulations, labor laws and minimum wage laws, or to comply with any
applicable consent decrees, settlements, or adverse judicial determinations;

f) Any claims for damages, losses, reasonable costs, or attorney fees, including, but not limited to, those
incurred by or on behalf of LDH in connection with non-compliance with any judgment, settlement,
court order, or consent decree, for which the responsibility for compliance has been delegated to
Subcontractor by Humana;

g) Any claims for damages, losses, or reasonable costs associated with legal expenses, including, but not
limited to, those incurred by or on behalf of LDH in connection with the defense of claims for such
injuries, losses, claims, or damages specified above; and

h) Any injuries, deaths, losses, damages, claims, suits, liabilities, judgments, costs, and expenses which
may in any manner accrue against LDH or their agents, officers, or employees, through the intentional
conduct, negligence, or omission of Subcontractor, its agents, officers, employees, or subcontractors.

30. Subcontractor shall secure all applicable liability, malpractice, and workers’ compensation insurance
coverage as is necessary to adequately protect Humana and its enrollees as stated in the Agreement.
Subcontractor shall maintain such insurance coverage upon execution of the Agreement and at all times
during the Agreement term and shall furnish Humana with written verification of the existence of such
coverage.

31. Subcontractor shall recognize and abide by all state and federal laws (including Medicaid laws), rules,
regulations, guidelines, and subregulatory guidance, applicable to the provision of services. Subcontractor
and Humana stipulate that Louisiana law, without regard to its conflict of laws provisions, will prevail if
there is a conflict between the state law where Subcontractor is based and Louisiana law.

32. The Agreement and this Addendum incorporate by reference all applicable federal and state laws, rules and
regulations. Any revisions of such laws, rules, or regulations shall automatically be incorporated into the
Agreement as they become effective.

33. Humana and Subcontractor shall be responsible for resolving any disputes that may arise between the
Parties, and no dispute shall disrupt or interfere with the provision of services to a Humana Member.\

34. Subcontractor shall sign the no conflict of interest form in compliance with the requirements of the LDH
Contract.
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35. To the extent applicable, Subcontractor shall adhere to the Quality Assessment Performance Improvement
(“QAPI”) and Utilization Management (“UM”) requirements as stated the LDH Contract. The QAPI and UM
requirements shall be included as part of the Agreement.

36. Subcontractor shall give Humana immediate notification in writing by certified mail of any litigation,
investigation, complaint, claim or transaction that may reasonably be considered to have a material impact
on Subcontractor’s ability to perform the services in the Agreement.

37. In accordance with Title VI of the Civil Rights Act of 1964 (42 U.S.C. §2000d et. seq.) and its implementing
regulation at 45 C.F.R. Part 80 (2001, as amended), Subcontractor shall take adequate steps to ensure that
persons with limited English skills receive free of charge the language assistance necessary to afford them
meaningful and equal access to the benefits and services provided under the Agreement.

38. Humana shall not restrict Subcontractor from subcontracting with another MCO or other managed care
entity.

39. If Humana has entered into an alternative reimbursement arrangement with Subcontractor, all encounter
data must comply with the same standards of completeness and accuracy as required for proper adjudication
of claims by Humana.

40. Services to be provided under the Agreement shall be performed entirely within the boundaries of the United
States, which includes the fifty (50) states, the District of Columbia, Puerto Rico, the Virgin Islands, Guam,
the Northern Mariana Islands, and American Samoa. In addition, Subcontractor shall not hire any individual
to perform any services under the LDH Contract if that individual is required to have a work visa approved
by the U.S. Department of Homeland Security and such individual has not met this requirement.

41. Subcontractor, for itself and its providers, hereby assign to the State of Louisiana any and all rights or claims
it currently has or may acquire under any state or federal antitrust laws and that are attributable to any product
units purchased or reimbursed through any state program or payment mechanism, including but not limited
to product units purchased or reimbursed under the Louisiana Medicaid managed care program. For purposes
of this assignment clause, “Subcontractor” shall include any direct or indirect owner to whom the right or
claim to be assigned actually belongs, including any and all parents, branches, departments or subsidiaries.

42. Humana shall monitor Subcontractor’s performance on an ongoing basis and perform a formal review
annually. The annual review shall include any performance concerns identified by Humana or LDH. If any
deficiencies or areas for improvement are identified, Subcontractor shall take corrective action. Humana
shall provide LDH with a copy of the annual review and any corrective action plans developed as a result
and provide ongoing updates to LDH on Subcontractor’s activities to improve its performance.
Subcontractor shall provide Humana with updated information and action plans as required to provide
ongoing updates to LDH.

43. Subcontractor acknowledges and agrees to comply with the provision of R.S. 38:2212.10 and federal law
pertaining to E-Verify in the performance of services under the Agreement.

44. Subcontractor certifies that it is not excluded, disqualified, disbarred, or suspended from contracting with
or receiving federal funds or grants from the Federal Government. Subcontractor certifies that it is not on
the List of Parties Excluded from Federal Procurement and Nonprocurement Programs promulgated in
accordance with E.O.s 12549 and 12689. "Debarment and Suspension," as set forth at 24 CFR Part 24 and
''Nonprocurement Debarment and Suspension" set forth at 2 CFR Part 2424. Subcontractor has a continuing
obligation to disclose any suspension or debarment by any government entity, including but not limited to
the General Services Administration (“GSA”). Failure to disclose may constitute grounds for suspension
and/or termination of the Agreement and debarment from future state contracts.

45. Claims for services furnished or requested for reimbursement by Subcontractor which are not provided for
in the Agreement shall not be allowed by Humana. In the event it is determined that certain costs which have
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been reimbursed to Subcontractor pursuant to the Agreement are not allowable, Humana shall have the 
right to set off and withhold said amounts from any amount due Subcontractor under the Agreement for 
costs that are allowable.

46. Subcontractor hereby agrees not to bill, charge, collect a deposit from, seek cost sharing or other forms of
compensation, remuneration or reimbursement from, or have recourse against, enrollees, or persons acting
on their behalf, for services which are rendered to such enrollees by Subcontractor and which are Humana
covered services.

The Parties have the authority necessary to bind all of the entities identified here and have executed this 
Addendum to be effective as of [insert effective date of Medicaid terms]. 

ICMVendorName HUMANA

Signature: Signature: 

Name: ExternalSignatory Name: InternalSignatory

Title: ExternalSignatoryTitle Title: InternalSignatoryTitle

Date: Date: Date: IntDate1
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Section 2.5.5

Financial Condition

The Youth Empowerment Project (YEP), YEP Educates Program, provides the high school equivalency 
preparations and necessary supports to ensure Angel has equal access to educational opportunities. 

Humana provided a COVID-19 relief grant for YEP to continue operations during the COVID-19 pandemic.

Humana 
Healthy Horizons™ 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417  

2.5.5 2.5.5 Financial Condition 

2.5.5.1 Demonstrating Financial Capability: Humana Health Benefit Plan of Louisiana, Inc. has adequate 
financial resources for performance as demonstrated by the audited financial statement listed below and are 
available electronically: 

 Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements .pdf

 Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements .pdf

 Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements .pdf

 Attachment 2.5.5.1-4 HIC 2020 Financial Statements.pdf

 Attachment 2.5.5.1-5 HIC 2019 Financial Statements.pdf

 Attachment 2.5.5.1-6 HIC 2018 Financial Statements.pdf

 Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements.pdf

 Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements.pdf

 Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements.pdf

2.5.5.1.2 Certificate from Taxing Authority: Per Addendum 4 - Proposer Inquiries released on August 13th, 
2021, this certificate is no longer requested for submission. 
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PricewaterhouseCoopers LLP, 500 West Main Street, Ste. 1800, Louisville, KY  40202-2941 
T: (502) 589 6100, F: (502) 585 7875, www.pwc.com/us 

 
Report of Independent Auditors 

 
 

To the Board of Directors of Humana Health Benefit Plan of Louisiana, Inc. 
 
We have audited the accompanying statutory financial statements of Humana Health Benefit Plan of 
Louisiana, Inc., which comprise the statutory statements of admitted assets, liabilities and surplus as of 
December 31, 2020 and 2019, and the related statutory statements of revenue and expenses and changes 
in surplus, and of cash flows for the years then ended.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the accounting practices prescribed or permitted by the Insurance Department of the 
state of Louisiana. Management is also responsible for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on the financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, we consider internal control relevant to the Company's preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
As described in Note 2 to the financial statements, the financial statements are prepared by the Company 
on the basis of the accounting practices prescribed or permitted by the Insurance Department of the State 
of Louisiana, which is a basis of accounting other than accounting principles generally accepted in the 
United States of America. 
   
The effects on the financial statements of the variances between the statutory basis of accounting 
described in Note 2 and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, are presumed to be material.  
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Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on 
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do 
not present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the Company as of December 31, 2020 and 2019, or the results of its 
operations or its cash flows for the years then ended. 
 
Opinion on Statutory Basis of Accounting 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
admitted assets, liabilities and surplus of the Company as of December 31, 2020 and 2019, and the results 
of its operations and its cash flows for the years then ended, in accordance with the accounting practices 
prescribed or permitted by the Insurance Department of the State of Louisiana described in Note 2. 
 
Other Matter 
 
Our audit was conducted for the purpose of forming an opinion on the statutory-basis financial statements 
taken as a whole.  The supplemental investment risk interrogatories and summary investment schedule 
(collectively, the “supplemental schedules”) of the Company, as of December 31, 2020 and for the year 
then ended are presented to comply with the National Association of Insurance Commissioners’ Annual 
Statement Instructions and Accounting Practices and Procedures Manual and for purposes of additional 
analysis and are not a required part of the statutory-basis financial statements.  The supplemental 
schedules are the responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the statutory-basis financial statements.  The 
supplemental schedules have been subjected to the auditing procedures applied in the audit of the 
statutory-basis financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
statutory-basis financial statements or to the statutory-basis financial statements themselves and other 
additional procedures, in accordance with auditing standards generally accepted in the United States of 
America.  In our opinion, the supplemental schedules are fairly stated, in all material respects, in relation 
to the statutory-basis financial statements taken as a whole. 
 
 
 
 
Louisville, Kentucky 
April 29, 2021 
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Humana Health Benefit Plan of Louisiana, Inc. 
Statements of Admitted Assets, Liabilities and Surplus 
Statutory Basis of Accounting 
December 31, 2020 and 2019 

The accompanying notes are an integral part of these statutory basis financial statements. 

3 
           

  Statements of Admitted Assets, Liabilities and Surplus  2020  2019 
Admitted Assets       
Cash and invested assets       
 Bonds  $ 452,035,075  $ 404,723,770 
 Receivable for securities   16,750   5,431 
 Short-term investments   -   1,500,305 
  Total invested assets   452,051,825   406,229,506 
 Cash    69,140   (3,000,915) 
 Cash equivalents   119,112,724   26,303,500 
  Total cash and invested assets   571,233,689   429,532,091 
Premiums receivable   32,786,060   33,027,843 
Investment income due and accrued   4,067,856   3,954,602 
Amounts receivable relating to uninsured plans   11,293,207   8,444,091 
Health care and other receivables   39,667,833   34,840,491 
Net deferred tax assets   6,223,976   4,245,695 
Electronic data processing equipment and software, less 

accumulated depreciation of $4,813 and $0 in 2020 and 
2019, respectively 

  
72,193   - 

Furniture and equipment, less accumulated depreciation of 
$842,812 and $701,078 in 2020 and 2019, respectively  

  
719,533   775,406 

Receivable from Humana Inc.   8,188,052   16,197,204 
  Total admitted assets  $ 674,252,399  $ 531,017,423 
       
Liabilities       
Benefits and loss adjustment expenses payable  $ 282,873,684  $ 210,151,227 
Aggregate health policy reserves   22,651,755   20,481,174 
Aggregate health claim reserves   236,869   142,000 
Advance premiums   6,807,644   5,084,272 
Accounts payable and accrued expenses   15,655,093   12,104,169 
Current federal income tax payable   938,452   3,419,725 
  Total liabilities   329,163,497   251,382,567 
       
Surplus       
Common stock, $0 par value; $1 per share stated value; 

1,000 shares authorized; 1,000 shares issued and 
outstanding  

  
1,000   1,000 

Special surplus - projected HCRL fee assessment   -   44,204,567 
Paid-in surplus   66,400,346   66,400,346 
Unassigned surplus    278,687,556   169,028,943 
  Total surplus    345,088,902   279,634,856 
  Total liabilities and surplus  $ 674,252,399  $ 531,017,423 
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  Statements of Revenue and Expenses 2020  2019 
        
Earned premiums  $ 2,582,581,489  $ 2,250,677,753 
      
Expenses       Benefits incurred and loss adjustment expenses  2,173,613,296   1,967,334,040 
 Selling, general and administrative expenses  281,412,042   199,602,237 
 Changes in aggregate health policy reserves  1,950,870   1,605,000 
  Total expenses   2,456,976,208   2,168,541,277 
  Net underwriting gain  125,605,281   82,136,476 
      
Net investment income  10,682,504   13,201,421 
Net realized capital (losses) gains on investments (net of capital 

gains tax of $458,917 and $37,154, respectively) 
 

(253,385)   139,768 
Net other income (expense)  64,828   (239,814) 
  Income before federal income tax expense  136,099,228   95,237,851 
      
Federal income tax expense  36,709,614   20,603,283 
  Net income $ 99,389,614  $ 74,634,568 
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Statements of Changes in Surplus 
 Common Stock     

 
Unassigned 

Surplus 
   

 Shares  Amount  Special Surplus  Paid-in Surplus   Total 
Balances at January 1, 2019 1,000  $ 1,000  $ -  $ 65,760,152  $ 187,105,363  $ 252,866,515 
Net income -     -    -    -    74,634,568   74,634,568 
Projected HCRL fee assessment -    -    44,204,567   -    (44,204,567)   - 
Change in net unrealized capital gain, less 
capital gains tax of $0 -    -    -    -   148,313   148,313 
Change in net deferred income taxes -    -    -    -   1,202,134   1,202,134 
Change in nonadmitted assets -    -    -    -   143,132   143,132 
Forgiveness of payable from Humana Inc. -    -    -    640,194   -    640,194 
Dividends or return of capital paid -    -   -   -   (50,000,000)   (50,000,000) 
Balances at December 31, 2019 1,000   1,000   44,204,567   66,400,346   169,028,943   279,634,856 
Net income -     -    -    -    99,389,614   99,389,614 
HCRL fee moratorium -    -    (44,204,567)   -    44,204,567   - 
Change in net deferred income taxes -    -    -    -    2,009,914   2,009,914 
Change in nonadmitted assets -    -    -    -    (8,445,482)   (8,445,482) 
Dividends or return of capital paid -    -   -   -   (27,500,000)   (27,500,000) 
Balances at December 31, 2020 1,000  $ 1,000  $ -  $ 66,400,346  $ 278,687,556  $ 345,088,902 
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Statements of Cash Flows 

 
  2020  2019 
Cash flows from operations          
Premiums collected  $ 2,584,551,650  $ 2,239,951,121 
Net investment income received   14,787,237    17,322,837 
Benefits paid   (2,029,002,548)    (1,854,576,373) 
Selling, general and administrative expenses paid   (362,554,924)    (283,011,596) 
Federal income taxes paid   (39,649,804)    (15,744,914) 
  Net cash from operations   168,131,611    103,941,075 

Cash flows from investments          
Proceeds from investments sold or matured   137,285,072    93,515,823 
Cost of investments acquired   (188,620,151)    (59,912,657) 
  Net cash (used for) from investments   (51,335,079)    33,603,166 

Cash flows from financing and miscellaneous sources          
Dividends or returns of capital paid   (27,500,000)    (50,000,000) 
Other cash provided (applied)   5,082,442    (60,218,398) 
  Net cash used for financing and miscellaneous sources   (22,417,558)    (110,218,398) 

  
Net change in cash, cash equivalents and short-term 

investments   94,378,974    27,325,843 

Cash, cash equivalents and short-term investments          
Beginning of year   24,802,890    (2,522,953) 
End of year  $ 119,181,864  $ 24,802,890 
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Notes to Financial Statements 

1. Reporting Entity 

Humana Health Benefit Plan of Louisiana, Inc. (the Company), a wholly owned subsidiary of Humana 
Insurance Company (HIC), a wholly owned subsidiary of CareNetwork, Inc. (CNI), a wholly owned 
subsidiary of Humana Inc. (Humana), is a health maintenance organization (HMO) domiciled in the 
state of Louisiana and is authorized to sell health plan products therein. The Company is subject to 
regulation by the federal government and the Louisiana Department of Insurance (the Department). 
State regulations require the Company to maintain certain minimum amounts of surplus as discussed 
in Note 7, and limit the payment of dividends or returns of capital to shareholders as discussed in 
Note 6. 

The Company offers coordinated health and pharmacy insurance coverage and related services 
through a variety of plans for government-sponsored programs and employer groups.  Under the 
Company’s federal government contracts with the Centers for Medicare and Medicaid Services 
(CMS), the Company provides health and pharmacy insurance coverage to Medicare eligible 
members, as further discussed in Note 10(a). 

As part of the Company’s individual Medicare Advantage products, it also offers Dual Eligible Special 
Needs (D-SNP) plans. In connection with offering a D-SNP plan in a particular state, the Company is 
required to enter into a special coordinating contract with the applicable state Medicaid agency.  

The operating results of companies in the insurance industry have historically been subject to 
significant fluctuations due to competition, economic conditions, interest rates, investment 
performance, maintenance of insurance ratings, renewal of contracts and other factors. 

2. Summary of Significant Accounting Policies 

The preparation of the Company’s financial statements and accompanying notes requires 
management to make estimates and assumptions that affect the amounts reported in the financial 
statements and accompanying notes. These estimates are based on knowledge of current events 
and anticipated future events, and accordingly, actual results may ultimately differ materially from 
those estimates. 

The more significant accounting policies of the Company are as follows: 

a. Basis of Presentation:  The statutory financial statements and accompanying notes are 
prepared in conformity with accounting practices prescribed or permitted by the Department, 
which vary in some respects from accounting principles generally accepted in the United States 
of America (GAAP).  The principle differences include: 

i. Certain assets designated as nonadmitted assets as described in Note 2(m), are excluded 
from the statements of admitted assets, liabilities and surplus by direct charges to 
unassigned surplus, whereas under GAAP, such amounts would be reported as assets; 

ii. Bonds and short-term investments are generally carried at amortized cost, whereas under 
GAAP, such investments would be carried at fair value with related unrealized gains and 
losses, net of deferred taxes, being reported as a component of equity; 

iii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP, 
overdraft balances would be classified as liabilities; 
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iv. Deferred taxes are provided for only the federal income tax consequences of temporary 
differences, whereas under GAAP, such deferred taxes would be provided for both the 
federal and state income tax consequences of such temporary differences; 

v. The amount of admitted deferred tax assets is limited, whereas under GAAP, deferred tax 
assets would be recorded to the extent they will more likely than not be realized.  In addition, 
the change in deferred tax assets and liabilities is recorded directly to unassigned surplus, 
whereas under GAAP, the change in deferred tax assets and liabilities is recorded as a 
component of the income tax provision within the income statement; 

vi. Policy acquisition costs are charged to operations as incurred, whereas under GAAP, to the 
extent recoverable from future policy revenues, they would be deferred and amortized over 
the terms of the related policies; 

vii. Comprehensive income disclosures required by GAAP are omitted; and 

viii. The statutory basis statements of cash flow reconcile cash, cash equivalents, and short-term 
investments with maturity dates of one year or less at the time of acquisition.  Under GAAP, 
the statement of cash flow reconciles the corresponding captions of cash and cash 
equivalents with maturities of three months or less.    In addition, there are classification 
differences within the presentation of the cash flow categories between GAAP and statutory 
reporting and a reconciliation of net earnings to net cash provided by operations is not 
provided. 

ix. Under the statutory basis of accounting, rent expense is recorded when incurred with no 
related assets or liability balances, whereas under GAAP lessees are required to record 
assets and liabilities reflecting the leased assets and lease obligations, respectively, while 
following the dual model for recognition in statements of income. 

The Department adopted the National Association of Insurance Commissioners (NAIC) 
Accounting Practices and Procedures Manual - Effective January 1, 2001 (Codification) and 
Statements of Statutory Accounting Principles (SSAP), incorporated thereafter. The Department 
has adopted the Codification as a component of its prescribed or permitted practices.  The 
Commissioner of Insurance has the right to permit other specific practices that deviate from 
prescribed practices.  The Commissioner of Insurance of the State of Louisiana allows the 
Company to admit its furniture and equipment used for Health Maintenance Organization 
operations, which is not in accordance with NAIC SSAP.  The omission of this prescribed practice 
would have had no impact to the results of the Company's risk-based capital calculations. 
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The statutory financial statements of the Company are presented on the basis of accounting 
practices prescribed or permitted by the Department.  A reconciliation of the Company’s net 
income and surplus based on practices prescribed by the Department to net income and surplus 
based on Codification at December 31, 2020 and 2019 is shown below: 

 2020  2019 
       
Net Income – State of Louisiana basis   $ 99,389,614  $ 74,634,568 
State prescribed or permitted practices   -    - 

Net Income – Codification  $ 99,389,614  $ 74,634,568 
      
Surplus – State of Louisiana basis   $ 345,088,902  $ 279,634,856 
State prescribed or permitted practices        
 a. Furniture and equipment  (719,533)   (775,406) 
  Surplus – Codification  $ 344,369,369  $ 278,859,450 

b. Health Care Reform: The Patient Protection and Affordable Care Act and The Health Care and 
Education Reconciliation Act of 2010, which the Company collectively refers to as the Health 
Care Reform Law (HCRL) enacted significant reforms to various aspects of the U.S. health 
insurance industry. Certain significant provisions of the HCRL include, among others, mandated 
coverage requirements, mandated benefits and guarantee issuance associated with commercial 
medical insurance, rebates to policyholders based on minimum benefit ratios, adjustments to 
Medicare Advantage (MA) premiums, the establishment of federally facilitated or state-based 
exchanges coupled with programs designed to spread risk among insurers, and the introduction 
of plan designs based on set actuarial values. In addition, the HCRL established insurance 
industry assessments, including an annual health insurance industry fee. The annual health 
insurance industry fee, which is not deductible for income tax purposes and significantly 
increases the Company’s effective tax rate, was suspended in 2019, resumed for calendar year 
2020 and, under current law, has been permanently repealed beginning in calendar year 2021. 
The annual health insurance industry fee levied on the insurance industry was $15.5 billion in 
2020.   

The 2020 annual health insurance industry fee was allocated to individual health insurers based 
on the ratio of the amount of the entity’s net premiums written during the preceding calendar year 
to the amount of health insurance for any U.S. health risk that was written during the preceding 
calendar year. A segregation was recorded within special surplus for the annual health insurance 
industry fee related to the 2019 data year for the 2020 fee. The 2020 health insurance industry 
fee was paid September 30, 2020. The impact of the annual health insurance industry fee on the 
Company's operations as of December 31, 2020 and 2019 were as follows: 

   2020  2019 
          
HCRL fee assessment payable $ - $ 44,204,567 
HCRL fee assessment paid  41,987,405   - 
Premium written subject to HCRL 9010 assessment  -   2,223,799,173 
Total Adjusted Capital Level before surplus adjustment   345,088,902   279,634,856 
Total Adjusted Capital Level after surplus adjustment   345,088,902   235,430,289 
Authorized Control Level after surplus adjustment   73,617,376   65,262,954 

It is reasonably possible that the HCRL and related regulations, as well as other current or future 
legislative, judicial or regulatory changes, such as the Families First Coronavirus Response Act 
(the "Families First Act"), the Coronavirus Aid, Relief, and Economic Security Act (the "CARES 
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Act") and other legislative or regulatory action taken in response to COVID-19  including 
restrictions on Humana’s ability to manage its provider network or otherwise operate its business, 
or restrictions on profitability, including reviews by regulatory bodies that may compare its MA 
profitability to its non-MA business profitability, or compare the profitability of various products 
within its MA business, and require that they remain within certain ranges of each other, increases 
in member benefits or changes to member eligibility criteria without corresponding increases in 
premium payments, or increases in regulation of Humana’s prescription drug benefit businesses, 
in the aggregate may have a material adverse effect on Humana’s results of operations, 
(including restricting premiums, enrollment and premium growth in certain products and market 
segments, restricting Humana’s ability to expand into new markets, increasing its medical and 
operating costs, further lowering its Medicare payment rates and increasing its expenses 
associated with assessments); its financial position; and its cash flows.   

Additionally, potential legislative changes or judicial determinations, including activities to repeal 
or replace the HCRL or declare all or certain portions of the HCRL unconstitutional, create 
uncertainty for the Company’s business and the Company cannot predict when or in what form, 
such legislative changes or judicial determination may occur. 

c. Cash, Cash Equivalents and Short-Term Investments: The Company carries cash 
equivalents at cost, which approximates fair value.  Cash equivalents are highly liquid financial 
instruments with an original maturity of three months or less. 

Short-term investments are valued and classified in accordance with methods prescribed by the 
NAIC’s Securities Valuation Office (SVO).  Short-term investments include investments with an 
NAIC designated rating of 1 and a maturity of twelve months or less from the date of purchase.  
Short-term investments are recorded at amortized cost.  The carrying value of short-term 
investments approximates fair value due to the short-term maturities of the investments. 

Under the Company’s cash management system, checks issued but not presented to banks 
frequently result in overdraft balances for accounting purposes, and, if applicable, are included 
in cash and cash equivalents on the statements of admitted assets, liabilities and surplus. 

d. Investments: Bonds, including loan-backed and structured securities, with an NAIC designated 
rating of 1 or 2 are carried at amortized cost, with all other bonds being recorded at the lower of 
amortized cost or fair value. 

Amortization of bond premium or discount is computed using the scientific interest method. 

The Company regularly evaluates the investment securities for impairment. For all securities 
other than loan-backed and structured securities, the determination of whether the impairment is 
considered other-than-temporary is dependent upon whether a decline in the fair value of the 
investment is noninterest related or interest related.  The Company considers noninterest related 
factors such as the extent to which the fair value has been less than cost, adverse conditions 
specifically related to the industry, geographic area or financial condition of the issuer or 
underlying collateral of a security, changes in the quality of the security's credit enhancement, 
payment structure of the security, changes in credit rating of the security by the rating agencies, 
failure of the issuer to make a scheduled principal of interest payment on the security, changes 
in prepayment speeds and the intent and ability of the Company to retain its investment in the 
issuer for a period of time sufficient to allow for any anticipated recovery in fair value.  An interest-
related impairment is deemed other-than-temporary when the Company has the intent to sell, at 
the date of the statutory financial statements, an investment before recovery of cost of the 
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investment.  The Company also considers whether its cash or surplus requirements and 
contractual or regulatory obligations dictate that the investment may need to be sold before 
forecasted recovery occurs.  If and when a determination is made that a decline in fair value 
below the carrying value is other-than-temporary, a realized loss is recorded to the extent that 
the fair value of the investment is below its carrying value.  

For loan-backed and structured securities where the securities’ fair value is less than the 
amortized cost, and either (1) the insurer has the intent to sell the security, or (2) the insurer does 
not have the intent and ability to retain the security until recovery of its fair value, the Company 
recognizes an impairment in earnings equal to the difference between the security’s fair value 
and its carrying value.  For securities for which the Company does not expect to recover its 
amortized cost basis but has the intent and ability to hold the security until maturity, the insurer 
will recognize in earnings a realized loss only for the “noninterest” related decline. The Company 
evaluates the expected cash flows to be received as compared to amortized cost and determines 
if a “noninterest” related decline has occurred. In the event of a “noninterest” related decline, only 
the amount of the impairment associated with the “noninterest” related decline is recognized 
currently in income.  No loss is recognized for the interest impairment.  The Company considers 
factors such as the extent to which the fair value has been less than cost, adverse conditions 
specifically related to the industry, geographic area or financial condition of the issuer or 
underlying collateral of a security, changes in the quality of the security's credit enhancement, 
payment structure of the security, changes in credit rating of the security by the rating agencies, 
failure of the issuer to make a scheduled principal of interest payment on the security, changes 
in prepayment speeds, cash or surplus requirements and contractual or regulatory obligations in 
determining whether or not it expects to recover the amortized cost of the security.  If the 
determination is made, based on these factors, that the Company does expect to recover the 
entire amortized cost of the security, an other-than-temporary impairment has not occurred. 
Prepayment assumptions for loan-backed and structured securities were obtained from industry 
market sources.   

The Company does not have any investments in an other-than-temporary impairment position at 
December 31, 2020 or December 31, 2019. 

Income from investments is recorded on an accrual basis.  For the purpose of determining 
realized gains and losses, the cost of securities sold is based upon specific identification.  
Investment income due and accrued over 90 days past due is nonadmitted with the exception of 
mortgage loans in default. No portion of the investment income due and accrued was 
nonadmitted at December 31, 2020 or 2019. 

For other restricted assets reported in aggregate, the pledged amounts with the Department were 
$1,250,000 and $1,000,000, which is 0.18% and 0.19% of gross assets and 0.19% and 0.19% 
of net admitted assets, at December 31, 2020 and 2019, respectively. These investments, 
generally certificates of deposit, were on deposit at December 31, 2020 and 2019 to satisfy 
requirements of regulatory agencies. These assets are included in cash and bonds in the 
accompanying statements of admitted assets, liabilities and surplus.  These assets are valued 
and classified in accordance with methods prescribed by the NAIC. 

e. Fair Value: In accordance with SSAP No. 100R, Fair Value Measurements (SSAP No. 100), fair 
value is defined as the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date.  The Company’s 
financial assets carried at fair value have been classified based upon the hierarchy defined in 
SSAP No. 100.  The three tiered hierarchy is defined as follows: 
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Level 1 Quoted prices in active markets for identical assets or liabilities. Level 1 assets and 
liabilities include securities that are traded in an active exchange market.  

Level 2 Observable inputs other than Level 1 prices such as quoted prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets 
or liabilities in markets that are not active, or other inputs that are observable or 
can be corroborated by observable market data for substantially the full term of the 
assets and liabilities. Level 2 assets and liabilities include debt securities with 
quoted prices that are traded less frequently than exchange-traded instruments as 
well as debt securities whose value is determined using a pricing model with inputs 
that are observable in the market or can be derived principally from or corroborated 
by observable market data. 

Level 3 Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities.  Level 3 includes assets and 
liabilities whose value is determined using pricing models, discounted cash flow 
methodologies, or similar techniques reflecting the Company’s own assumptions 
about the assumptions market participants would use as well as those requiring 
significant management judgment. 

Fair value of actively traded debt securities are based on quoted market prices.  Fair value of 
other debt securities are based on quoted market prices of identical or similar securities or based 
on observable inputs like interest rates generally using a market valuation approach, or, less 
frequently, an income valuation approach and are generally classified as Level 2.  The Company 
obtains at least one price for each security from a third party pricing service.  These prices are 
generally derived from recently reported trades for identical or similar securities, including 
adjustments through the reporting date based upon observable market information. When quoted 
prices are not available, the third party pricing service may use quoted market prices of 
comparable securities or discounted cash flow analysis, incorporating inputs that are currently 
observable in the markets for similar securities.  Inputs that are often used in the valuation 
methodologies include benchmark yields, reported trades, credit spreads, broker quotes, default 
rates and prepayment speeds.  The Company is responsible for the determination of fair value 
and as such, the Company performs an analysis on the prices received from the third party pricing 
service to determine whether the prices are reasonable estimates of fair value.  The Company’s 
analysis includes a review of monthly price fluctuations as well as a quarterly comparison of the 
prices received from the pricing service to prices reported by the Company’s third party 
investment adviser.  In addition, on a quarterly basis, the Company examines the underlying 
inputs and assumptions for a sample of individual securities across asset classes, credit rating 
levels, and various durations.  Based on the Company’s internal price verification procedures and 
review of fair value methodology documentation provided by the third party pricing service, there 
were no material adjustments to the prices obtained from the third party pricing service during 
the years ended December 31, 2020 or 2019. 

The Company did not have any financial assets carried at fair value in the accompanying 
statements of admitted assets, liabilities, and surplus as of December 31, 2020 and 2019. 
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The carrying values and estimated fair values of the Company’s financial instruments at 
December 31, 2020 and 2019 were as follows: 
 

  December 31, 2020 

  
Aggregate Fair 

Value 
Admitted 
Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds and cash 

equivalents $ 587,750,171 $ 571,147,799 $ 77,996,977 $ 509,753,194 $ - $ - 

 

  December 31, 2019 

  
Aggregate Fair 

Value 
Admitted 
Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 441,692,148 $ 432,527,575 $ 26,303,500 $ 415,388,648 $ - $ - 

 
f. Equipment: Equipment is recorded at cost less accumulated depreciation.  Gains and losses on 

sales or disposals of property and equipment are included in net other income (expense) in the 
accompanying statements of revenue and expenses.  Depreciation expense is computed using 
the straight-line method over estimated useful lives generally ranging from 3 to 10 years.  
Depreciation expense, including that related to the nonadmitted portion, was $146,548 and 
$194,774 for the years ended December 31, 2020 and 2019, respectively.   

Improvements to leased facilities are depreciated over the shorter of the remaining lease term or 
the anticipated life of the improvement. Depreciation expense related to leasehold improvements 
was $182,351 and $221,052 for the years ended December 31, 2020 and 2019, respectively. 

g. Income Taxes: The amounts recorded as federal income tax expense in the accompanying 
statements of revenue and expenses represent amounts due to or from Humana in accordance 
with the tax allocation agreement between the Company and Humana.  Any unsettled portion of 
the federal taxes is recorded as current federal income tax payable or receivable in the 
accompanying statements of admitted assets, liabilities and surplus.   

The Company recognizes an asset or liability for the deferred tax consequences of temporary 
differences between the tax basis of assets or liabilities and their reported amounts in the 
statutory financial statements.  These temporary differences will result in taxable or deductible 
amounts in future years when the reported amounts of the assets or liabilities are recovered or 
settled.  The Company also recognizes the future tax benefits such as net operating and capital 
loss carryforwards as deferred tax assets.  Deferred tax assets and deferred tax liabilities are 
further adjusted for changes in the enacted tax rates. 

Statutory deferred tax assets (DTAs) are limited to an amount equal to the sum of: (1) federal 
income taxes paid in prior years that can be recovered through loss carrybacks for existing 
temporary differences that reverse by the end of the subsequent calendar year; (2) depending 
on the Company’s Authorized Control Level (ACL) Risk Based Capital (RBC) exclusive of the 
DTA Ratio, the lesser of (a) the amount of gross DTAs expected to be realized within three years 
after the application of (1) or 15% of surplus, if the ratio is greater than 300%, (b) the amount of 
gross DTAs expected to be realized within one year after the application of (1) or 10% of surplus, 
if the ratio is between 200 – 300%, or (c) if the ratio is below 200%, no DTA can be realized; (3) 
the amount of gross DTAs, after the application of (1) and (2), that can be offset against gross 
deferred tax liabilities (DTLs).  DTAs in excess of these limitations are nonadmitted.  At December 
31, 2020 and 2019 DTAs of $172,075 and $140,442, respectively, were nonadmitted. 
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h. Earned Premiums:  Premiums are estimated by multiplying the membership covered under the 
Company’s various contracts by the contractual rates.  Premiums are reported as earned in the 
period members are entitled to receive services, and are net of retroactive membership 
adjustments.  Retroactive membership adjustments result from enrollment changes not yet 
processed, or not yet reported by an employer group or the government.  The Company routinely 
monitors the collectability of specific accounts, the aging of receivables, historical retroactivity 
trends, estimated rebates, as well as prevailing and anticipated economic conditions, and reflects 
any required adjustments in current operations.  Premiums received prior to the earned period 
are recorded as advance premiums. 

The Company receives monthly premiums from the federal government according to government 
specified payment rates and various contractual terms. The Company bills and collects premiums 
from employer groups and members in its Medicare products monthly.  Changes in premium 
revenues resulting from the periodic changes in risk-adjustment scores derived from medical 
diagnoses for its membership are estimated by projecting the ultimate annual premium and are 
recognized ratably during the year, with adjustments each period to reflect changes in the 
ultimate premium. 

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members.  The risk-adjustment model, which CMS implemented pursuant to 
the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 
2000 (BIPA), generally pays more where a plan’s membership has higher expected costs.  Under 
this model, rates paid to MA plans are based on actuarially determined bids, which include a 
process whereby prospective payments are based on the Company’s estimated cost of providing 
standard Medicare-covered benefits to an enrollee with a “national average risk profile.”  That 
baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership.  Under the risk-adjustment methodology, all MA plans must collect from providers 
and submit the necessary diagnosis code information to CMS within prescribed deadlines.  The 
CMS risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium 
payment to MA plans, which CMS adjusts for coding pattern differences between the health plans 
and the government fee-for-service program.  The Company generally relies on providers, 
including certain providers in its network who are employees of affiliates of the Company, to code 
their claim submissions with appropriate diagnoses, which the Company sends to CMS as the 
basis for the Company’s payment received from CMS under the actuarial risk-adjustment model.  
The Company also relies on these providers to document appropriately all medical data, including 
the diagnosis data submitted with claims. CMS is phasing-in the process of calculating risk scores 
using diagnoses data from the Risk Adjustment Processing System (RAPS) to diagnoses data 
from the Encounter Data System (EDS). The RAPS process requires MA plans to apply a filter 
logic based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For 
submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS 
will apply the risk adjustment filtering logic to determine the risk scores. For 2020, 50% of the risk 
score was calculated from claims data submitted through EDS. CMS increased that percentage 
to 75% for 2021 and will complete the phased-in transition from RAPS to EDS by using only EDS 
data to calculate risk scores in 2022.  

The amount of net premiums written by the Company in 2020 and 2019 that were subject to 
retrospective rating features were $2,505,288,743 and $2,196,056,462, respectively, or 97.01% 
and 97.57%, respectively, of the total net premiums written. No other net premiums written by 
the Company are subject to retrospective rating features. 
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In accordance with SSAP No. 84, Certain Health Care Receivables and Receivables Under 
Government Insured Plans (SSAP No. 84), the Company has recorded receivables from CMS 
under the risk adjustment model of $23,096,271 and $30,255,445 as of December 31, 2020 and 
2019, respectively, which are included in premiums receivable in the accompanying statements 
of admitted assets, liabilities and surplus.   

The Company estimates policyholder rebates by projecting calendar year minimum benefit ratios 
for the MA, small group and large group markets, as defined by the HCRL using a methodology 
prescribed by the Department of Health and Human Services (HHS).  Estimated calendar year 
rebates recognized ratably during the year are revised each period to reflect current experience. 

Pursuant to the HCRL, the Company did not have any rebates incurred, paid or unpaid as of 
December 31, 2020 and 2019. 

i. Medicare Part D:  The Company covers prescription drug benefits in accordance with Medicare 
Part D under multiple contracts with CMS. The payments received monthly from CMS and 
members, which are determined from the Company’s annual bid, represent amounts for providing 
prescription drug insurance coverage. The Company recognizes premiums revenue for providing 
this insurance coverage ratably over the term of its annual contract. The CMS payment is subject 
to risk sharing through the Medicare Part D risk corridor provisions. In addition, receipts for 
reinsurance and low-income cost subsidies as well as receipts for certain discounts on brand 
name prescription drugs in the coverage gap represent payments for prescription drug costs for 
which the Company is not at risk.  

The risk corridor provisions compare costs targeted in the Company’s bids to actual prescription 
drug costs, limited to actual costs that would have been incurred under the standard coverage 
as define by CMS. Variances exceeding certain thresholds may result in CMS making additional 
payments to the Company or require the Company to refund to CMS a portion of the premiums 
received. As risk corridor provisions are considered in the Company’s overall annual bid process 
and in accordance with SSAP No. 66, Retrospectively Rated Contracts, (SSAP No. 66), the 
Company estimates and recognizes an adjustment to premiums revenue related to these 
provisions based upon pharmacy claims experience. The Company records a receivable or 
payable at the contract level.  

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the 
Medicare Part D program for which the Company assumes no risk.  Reinsurance subsidies 
represent funding from CMS for its portion of prescription drug costs which exceed the member’s 
out-of-pocket threshold, or the catastrophic coverage level.  Low-income cost subsidies represent 
funding from CMS for all or a portion of the deductible, the coinsurance and co-payment amounts 
above the out-of-pocket threshold for low-income beneficiaries.  Monthly prospective payments 
from CMS for reinsurance and low-income cost subsidies are based on assumptions submitted 
with the Company’s annual bid.  A reconciliation and related settlement of CMS’s prospective 
subsidies against actual prescription drug costs paid by the Company is made after the end of 
the year. The HCRL mandates consumer discounts of 50% on brand name prescription drugs for 
Part D plan participants in the coverage gap.  These discounts are funded by CMS and 
pharmaceutical manufacturers while the Company administers the application of these funds.   

In accordance with SSAP No. 47, Uninsured Plans, (SSAP No. 47), the Company accounts for 
these subsidies and discounts as a deposit in the accompanying statements of admitted assets, 
liabilities and surplus and as an operating activity in the accompanying statements of cash flows.  
The Company does not recognize earned premiums or benefits incurred and loss adjustment 
expenses for these subsidies or discounts. Receipt and payment activity is accumulated at the 
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contract level and recorded in the statutory statements of admitted assets, liabilities and surplus 
in amounts receivable relating to uninsured plans or accounts payable and accrued expenses.  

Settlement of the reinsurance and low-income cost subsidies as well as risk corridor payment is 
based on a reconciliation made approximately 9 months after the close of each calendar year. 
Settlement with CMS for brand name prescription drug discounts is based on a reconciliation 
made approximately 14 to 18 months after the close of each calendar year. The Company 
continues to revise its estimates with respect to the risk corridor provisions based on subsequent 
period pharmacy claims data.  

The accompanying statements of admitted assets, liabilities and surplus include the following 
amounts associated with Medicare Part D as of December 31, 2020 and 2019: 

  2020  2019 

  Risk  CMS  Risk  CMS 
  Corridor  Subsidies/  Corridor  Subsidies/ 
 Settlement  Discounts  Settlement  Discounts 

             
Premiums receivable $ 3,403,311  $ -     $ 499,862  $ -    
Amounts receivable 
relating to uninsured 
plans   -      11,293,207   -      8,444,091 

Aggregate health policy 
reserves  (2,140,108)   -      (1,892,346)   -    

Accounts payable and 
accrued  expenses   -        (10,094,972)     -        (5,013,876) 

 
Net asset 
(liability) $ 1,263,203  $ 1,198,235  $ (1,392,484)  $ 3,430,215 

 
j. Accounting for the Risk-Sharing Provisions of the Health Care Reform Law: Effective 

January 1, 2014, the risk spreading programs are applicable to certain of the Company’s 
commercial medical insurance products. These programs, commonly referred to as the 3Rs, 
include a permanent risk adjustment program, a transitional reinsurance program, and a 
temporary risk corridors program designed to more evenly spread the financial risk borne by 
issuers and to mitigate the risk that issuers would have mispriced products. The transitional 
reinsurance and temporary risk corridors programs were only applicable for years 2014 through 
2016. Policies issued prior to March 23, 2010 are considered grandfathered policies and are 
exempt from the 3Rs. Certain states have allowed non-grandfathered policies issued prior to 
January 1, 2014 to extend the date of required transition to policies compliant with the HCRL to 
as late as 2017. Accordingly, such policies are exempt from the 3Rs until they transition to policies 
compliant with the HCRL. 

The permanent risk adjustment program adjusts the premiums that commercial individual and 
small group health insurance issuers receive based on the demographic factors and health status 
of each member as derived from current year medical diagnosis as reported throughout the year. 
This program transfers funds from lower risk plans to higher risk plans within similar plans in the 
same state. The risk adjustment program is applicable to commercial individual and small group 
health plans operating both inside and outside of the health insurance exchanges established 
under the HCRL. Under the risk adjustment program, a risk score is assigned to each covered 
member to determine an average risk score at the individual and small group level by legal entity 
in a particular market in a state. Additionally, an average risk score is determined for the entire 
subject population for each market in each state. Settlements are determined on a net basis by 
state. Each health insurance issuer’s average risk score is compared to the state’s average risk 
score. Plans with an average risk score below the state average will pay into a pool and health 
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insurance issuers with an average risk score that is greater than the state average risk score will 
receive money from that pool. The Company generally relies on providers, including certain 
network providers who are employees of Humana, to appropriately document all medical data, 
including the diagnosis codes submitted with claims, as the basis for the Company’s risk scores 
under the program. The Company’s estimate of amounts receivable and/or payable under the 
risk adjustment program is based on an estimate of both its own and the state average risk 
scores. Assumptions used in these estimates include but are not limited to published third party 
studies and other publicly available data including regulatory plan filings, geographic 
considerations including the Company’s historical experience in markets it has participated in 
over a long period of time, member demographics (including age and gender for its members 
and other health insurance issuers), its pricing model, sales data for each metal tier (different 
metal tiers yield different risk scores), and  the mix of previously underwritten membership as 
compared to new members in plans compliant with the HCRL. The Company refines its estimates 
as new information becomes available, including additional data released by HHS, regarding 
estimates of state average risk scores. Risk adjustment is subject to audit by HHS beginning with 
the 2015 coverage year, however, there were no payments associated with these audits for 2015 
or 2016, the pilot years for the audits.   The Company risk adjustment data for 2018 and 2019 
was selected for audit by HHS. The final assessment from this audit was immaterial to the 
statutory statements of revenues and expenses.  

The temporary risk corridor program applied to individual and small group Qualified Health Plans 
(or substantially equivalent plans), or QHPs, as defined by HHS, operating both inside and 
outside of the exchanges. Accordingly, plans subject to risk adjustment that are not QHPs, 
including the Company’s small group health plans, were not subject to the risk corridor program. 
The risk corridor provisions were included to limit issuer gains and losses by comparing allowable 
medical costs to a target amount, each defined/prescribed by HHS, and sharing the risk for 
allowable costs with the federal government. Allowable medical costs are adjusted for risk 
adjustment settlements, transitional reinsurance recoveries, and cost sharing reductions received 
from HHS. Variances from the target exceeding certain thresholds may result in HHS making 
additional payments to the Company or require it to refund HHS a portion of the premiums the 
Company received. 

The Company estimates and recognizes adjustments to earned premiums for the risk adjustment 
and risk corridor provisions by projecting its ultimate premium for the calendar year separately 
for individual and group plans by state. Estimated calendar year settlement amounts are 
recognized ratably during the year and are revised each period to reflect current experience, 
including changes in risk scores derived from medical diagnoses submitted by providers. The 
Company records receivables or payables at the individual or group level within each state and 
classifies the amounts as current or long-term in the statutory statements of admitted assets, 
liabilities and surplus based on the timing of expected settlement. 
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The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the permanent HCRL risk 
adjustment and temporary risk corridor programs as of December 31, 2020 and 2019: 

HCRL Risk Adjustment  
 

   

Assets    2020  2019 

 
Premium adjustments receivable due to HCRL Risk Adjustment 
(including high risk pool payments) $ 2,900,060  $ 310,364 

Liabilities        
 Risk adjustment user fees payable for HCRL Risk Adjustment  16,485  

 24,225 

 
Premium adjustments payable due to HCRL Risk Adjustment 
(including high risk pool payments)  -  

 
154,529 

Operations (Revenue & Expenses)        

 
Reported as revenue in premium for accident and health contracts 

(written/collected) due to HCRL Risk Adjustment  1,985,298  
 

(800,019) 

 
Reported in expenses as HCRL risk adjustment user fees 

(incurred/paid)  13,821  
 

22,532 
 

HCRL Risk Corridor      

Assets   2020  2019 

 Accrued retrospective premium due to HCRL Risk Corridors   $ -  $ - 
Liabilities    

    

 
Reserve for rate credits or policy experience rating refunds due to 
HCRL Risk Corridors   -  

 
- 

Operations (Revenue & Expenses)     
    

 Effect of HCRL Risk Corridors on net premium income   6,513,426  
 - 

 
Effect of HCRL Risk Corridors on change in reserves for rate 
credits   -  

 
- 

The risk corridor receivable activity by program year is presented below.     

Risk 
Corridors 
Program 

Year 

Estimated 
Amount to be 
Filed or Final 
Amount Filed 

with CMS 

Non-Accrued 
Amounts for 

Impairment or 
Other 

Reasons 

Amounts 
received from 

CMS 

Assets 
Balance 

(Gross of Non-
admissions) 

Non-admitted 
Amount 

Net 
Admitted 

Asset 

2014 $ 415,970 $ - $ 415,970 $ - $ - $ - 
2015  3,073,968  -  3,073,968  -  -  - 
2016  3,092,926  -  3,092,926  -  -  - 
Total $ 6,582,864 $ - $ 6,582,864 $ - $ - $ - 

On November 2, 2017, Humana filed suit against the United States of America in the United 
States Court of Federal Claims, on behalf of its health plans seeking recovery from the federal 
government for payments under the risk corridor premium stabilization program established 
under the HCRL for years 2014, 2015 and 2016.  On April 27, 2020, the U.S. Supreme Court 
ruled that the government is obligated to pay the losses under this risk corridor program, and that 
Congress did not impliedly repeal the obligation under its appropriations riders. In September 
2020, the Company received $6,513,426 from the U.S. Government pursuant to the judgement 
issued by the Court of Federal Claims on July 7, 2020. The $6,513,426 payment received from 
the U.S. Government and $325,573 in related fees and expenses are reflected in net premium 
income and selling, general and administrative expenses, respectively.  
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A roll-forward of risk corridor assets, gross of any nonadmissions and liability balances by 
program year, along with the reasons for adjustments to prior year balances are presented below: 

  Accrued During the 
Prior 

Year on Business 
Written 

Before Dec 31 of the 
Prior Year 

Received or Paid as of the 
Current Year on Business 

Written Before Dec 31 
of the Prior Year 

Differences Adjustments 
Unsettled Balances as of 

the Reporting Date 

  

Prior Year 
Accrued 

Less 
Payments 
(Col 1 -3) 

Prior Year 
Accrued 

Less 
Payments 
(Col 2 -4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances  

Cumulative 
Balance 

from 
Prior Years 
(Col 1-3+7) 

Cumulative 
Balance 

from 
Prior Years 
(Col 2-4+8) 

  1 2 3 4 5 6 7 8  9 10 
Risk Corridors Program 

Year 
Receiva

ble (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 
a. 2014   

1. Accrued 
retrospective premium - 

 
346,532 

 
(346,532) 

 
346,532 

 
A. - 

 

2. Reserve for rate 
credits or policy 
experience rating 
refunds  

 

- 

 

- 

 

- 

 

- 

  

- 
b. 2015   

1. Accrued 
retrospective premium - 

 
3,073,968 

 
(3,073,968) 

 
3,073,968 

 
A. - 

 

2. Reserve for rate 
credits or policy 
experience rating 
refunds  

 

- 

 

- 

 

- 

 

- 

  

- 
c. 2016   

1. Accrued 
retrospective premium -  3,092,926  (3,092,926)  3,092,926  

A. 
-  

2. Reserve for rate 
credits or policy 
experience rating 
refunds   - 

 

- 

 

- 

 

- 

  

- 
d. Total for Risk 
Corridors - - 6,513,426 - (6,513,426) - 6,513,426 - 

 
- - 

Explanations of adjustments 

A. Adjustment recorded for additional risk corridor payments received in 2020 that had been 
previously written off. 

The transitional reinsurance program required the Company to make reinsurance contributions 
for calendar years 2014 through 2016 to a state or HHS established reinsurance entity based on 
a national contribution rate per covered member as determined by HHS. While all commercial 
medical plans, including self-funded plans, are required to fund the reinsurance entity, only fully-
insured non-grandfathered plans compliant with the HCRL in the individual commercial market 
were eligible for recoveries if individual claims exceed a specified threshold. Accordingly, the 
Company accounted for transitional reinsurance contributions associated with all commercial 
medical health plans other than these non-grandfathered individual plans as an assessment in 
operating costs in its statutory statements of revenue and expenses. The Company accounted 
for contributions made by individual commercial plans compliant with the HCRL, which were 
subject to recoveries, as ceded premiums (a reduction of earned premiums) and similarly the 
Company accounted for any recoveries as ceded benefits (a reduction of benefits incurred and 
loss adjustment expenses) in its statutory statements of revenue and expenses.  
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The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the transitional HCRL 
reinsurance program as of December 31, 2020 and 2019: 

Assets    2020  2019 

 Amounts recoverable for claims paid due to HCRL Reinsurance $ -  $ - 

 
Amounts recoverable for claims unpaid due to HCRL 

Reinsurance (Contra Liability)  -   - 

 
Amounts receivable relating to uninsured plans for 

contributions for HCRL Reinsurance  -   - 
Liabilities        

 
Liabilities for contributions payable due to HCRL Reinsurance – 

not  reported as ceded premium  -    - 

 
Ceded reinsurance premiums payable due to HCRL 

Reinsurance  -   - 

 
Liabilities for amounts held under uninsured plans contributions 

for HCRL Reinsurance  -   - 
Operations (Revenues & Expenses)       
 Ceded reinsurance premiums due to HCRL Reinsurance  -   - 

 
Reinsurance recoveries (income statement) due to HCRL 

Reinsurance payments or expected payments  -   38,958 

 
HCRL Reinsurance contributions – not reported as ceded 

premiums  -   - 

Amounts recoverable for claims unpaid due to HCRL Reinsurance is a contra liability and is 
included in benefits and loss adjustment expenses payable on the statutory statements of 
admitted assets, liabilities and surplus.  

A roll-forward of prior year HCRL risk-sharing provisions for the following asset (gross of any 
nonadmission) and liability balances, along with the reasons for adjustments to prior year 
balances are presented below: 

  

Accrued During the Prior 
Year on Business Written 
Before December 31 of 

the Prior Year 

Received or Paid as of 
the Current Year on 

Business Written Before 
December 31 of the Prior 

Year 

Differences Adjustments 
Unsettled Balances as of 

the Reporting Date 
Prior Year 
Accrued 

Less 
Payments 
(Col 1-3) 

Prior Year 
Accrued 

Less 
Payments 
(Col 2-4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances   

Cumulative 
Balance from 
Prior Years 
(Col 1-3+7) 

Cumulative 
Balance 
from Prior 
Years (Col 
2-4+8) 

1 2 3 4 5 6 7 8   9 10 

Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 

a. Permanent ACA 
Risk Adjustment 
Program   

          

1. Premium 
adjustments 
receivable 
(including high risk 
pool payments) 310,364  216  310,148  2,458,368  A.    2,768,516  

2. Premium 
adjustments 
(payables) 
(including high 
risk pool 
payments)  (154,529)  (759,144)  604,615  (604,615) B.  - 

3. Subtotal ACA 
Permanent Risk 
Adjustment 
Program 310,364 (154,529) 216 (759,144) 310,148 604,615 2,458,368 (604,615)  2,768,516 - 
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b. Transitional ACA 
Reinsurance 
Program             

1. Amounts 
recoverable for 
claims paid -  -  -  -    -  

2. Amounts 
recoverable for 
claims unpaid 
(contra liability) -  -  -  -    -  

3. Amounts 
receivable 
relating to 
uninsured plans -  -  -  -    -  

4. Liabilities for 
contributions 
payable due to 
ACA 
Reinsurance- 
not reported as 
ceded premium  -  -  -  -    - 

5. Ceded 
reinsurance 
premiums 
payable  -  -  -  -    - 

6. Liability for 
amounts held 
under uninsured 
plans  -  -  -  -    - 

7. Subtotal ACA 
Transitional 
Reinsurance 
Program - - - - - - - -  - - 

c. Temporary ACA 
Risk Corridors 
Program             

1. Accrued 
retrospective 
premium -  6,513,426  (6,513,426)  6,513,426  C. -  

2. Reserve for rate 
credits or policy 
experience 
rating refunds  -  -  -  -    - 

3. Subtotal ACA 
Risk Corridors 
Program - - 6,513,426 - (6,513,426) - 6,513,426 -  - - 

d. Total for ACA Risk 
Sharing 
Provisions 310,364 (154,529) 6,513,642 (759,144) (6,203,278) 604,615 8,971,794 (604,615)  2,768,516 - 

 
Explanation for adjustments 

A. Adjustments related to updates received from CMS associated with 2019 benefit year 
and the latest data from Wakely Consulting. 

B. Small Group estimate changes for unfinalized years, based on latest data from Wakely 
Consulting. 

C. Adjustment recorded for additional risk corridor payments received in 2020 that had 
been previously written off. 

Net collections and payments under the 3Rs associated with prior coverage years were 
$5,754,498 and $(2,257,433) in 2020 and 2019, respectively.  

k. Pharmacy Rebates: The Company benefits from several contractual agreements with 
pharmaceutical companies that offer rebates on certain prescription drugs based upon the rate 
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of utilization through its agreement with Humana Pharmacy Solutions, Inc. (HPS) discussed in 
Note 8.  The Company’s method used to estimate rebates receivable is based on historical trends 
and actual amounts invoiced to manufacturers.  These rebates are recorded as a reduction of 
benefits incurred and loss adjustment expenses in the accompanying statutory statements of 
revenue and expenses. 

In accordance with SSAP No. 84, the following table summarizes the gross pharmacy rebate 
receivables included in admitted health care and other receivables in the accompanying 
statements of admitted assets, liabilities and surplus and the pharmacy rebates collected by 
quarter for 2020, 2019, and 2018:  

Quarter 

Estimated  
Pharmacy  
Rebates as  

Reported on  
Financial 

Statements  

Pharmacy  
Rebates as  

Billed or  
Otherwise  
Confirmed  

Actual Rebates  
Received 

Within 90 Days 
of Billing  

Actual Rebates  
Received 

Within 91 to 
180 Days of 

Billing  

Actual 
Rebates  
Received 

More than 181 
Days After 

Billing 
12/31/2020 $ 38,575,173  $ 38,575,173  $ -  $ -  $ - 
9/30/2020  51,140,722   51,140,722   50,802,132   -   - 
6/30/2020  55,826,262   55,826,262   55,355,084   346,063   - 
3/31/2020  44,038,822   44,038,822   43,108,835   883,660   26,776 
12/31/2019  32,409,099   32,409,099   32,211,775   -   - 
9/30/2019  37,222,346   37,222,346   36,963,112   72,501   186,733 
6/30/2019  56,554,808   56,554,808   55,832,379   219,447   471,808 
3/31/2019  39,411,645   39,411,645   39,018,971   -   392,674 
12/31/2018  29,286,451   29,286,451   28,890,678   205,376   95,727 
9/30/2018  35,112,475   35,112,475   34,969,900   142,575   - 
6/30/2018  46,560,483   46,560,483   46,344,117   216,366   - 
3/31/2018  32,699,931   32,699,931   32,699,931   -   - 

Amounts not collected within 90 days of invoice or confirmation date are nonadmitted.  Pharmacy 
rebates receivable of $806,424 and $1,104,438 were nonadmitted at December 31, 2020 and 
2019, respectively.  

l. Benefits Incurred and Loss Adjustment Expenses:  Benefits incurred and loss adjustment 
expenses include claim payments, capitation payments, pharmacy costs net of rebates, 
allocations of certain centralized expenses and various other costs incurred to provide health, 
dental and vision insurance coverage to members, as well as estimates of future payments to 
hospitals and others for medical care and other supplemental benefits provided on or prior to the 
date of the statements of admitted assets, liabilities and surplus.  Capitation payments represent 
monthly contractual fees disbursed to participating primary care physicians, and other providers 
who are responsible for providing medical care to members. Pharmacy costs represent payments 
for members’ prescription drug benefits, net of rebates from drug manufacturers.  Based on the 
nature of the expense, loss adjustment expenses are allocated between benefits incurred and 
loss adjustment expense and selling, general and administrative expense.   

The estimates of future medical claim payments are estimated using actuarial methods and 
assumptions based upon claim payment patterns, medical cost inflation, historical development 
such as claim inventory levels and claim receipt patterns, and other relevant factors.  
Corresponding administrative costs to process outstanding claims are estimated and accrued.  
The Company continually reviews estimates of future payments relating to claims costs for 
services incurred in the current and prior periods and adjusts as necessary.   
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Benefits expense is recognized in the period in which services are provided and includes an 
estimate of the cost of services which have been incurred but not yet reported, or IBNR. The 
Company’s reserving practice is to consistently recognize the actuarial best point estimate within 
a level of confidence required by actuarial standards. Actuarial standards of practice generally 
require a level of confidence such that the liabilities established for IBNR have a greater 
probability of being adequate versus being insufficient, or such that the liabilities established for 
IBNR are sufficient to cover obligations under an assumption of moderately adverse conditions. 
Adverse conditions are situations in which the actual claims are expected to be higher than the 
otherwise estimated value of such claims at the time of the estimate. Therefore, in many 
situations, the claim amounts ultimately settled will be less than the estimate that satisfies the 
actuarial standards of practice. 

The Company reassesses the profitability of its contracts for providing insurance coverage to its 
members when current operating results or forecasts indicate probable future losses. The 
Company establishes a premium deficiency reserve in the current year to the extent that the sum 
of expected future costs, claim adjustment expenses, and maintenance costs exceeds related 
future premiums under contracts. For purposes of determining premium deficiencies, contracts 
are grouped in a manner consistent with how the Company’s policies are marketed, serviced, 
and measured for the profitability of such contracts. Losses recognized as a premium deficiency 
result in a beneficial effect in subsequent periods as operating losses under these contracts are 
charged to the liability previously established.  

The Company recorded premium deficiency liabilities of $3,877,001 and $2,021,000 at 
December 31, 2020 and 2019, respectively, which are included in aggregate health policy 
reserves in the accompanying statements of admitted assets, liabilities and surplus.   

Management believes the Company’s benefits and loss adjustment expenses payable are 
adequate to cover future claims payments required. However, such estimates are based on 
knowledge of current events and anticipated future events. Therefore, the actual liability could 
differ materially from the amounts provided. 

m. Nonadmitted Assets:  Nonadmitted assets, which typically consist of premiums receivable past 
due in excess of 90 days, deferred tax assets in excess of certain limits, electronic data 
processing software in excess of certain limits, prepaid commissions and expenses, deposits, 
pharmacy rebates and other receivables past due in excess of 90 days from the invoice date, are 
excluded from the statements of admitted assets, liabilities and surplus by direct charges to 
unassigned surplus in accordance with SSAP No. 4, Assets and Nonadmitted Assets (SSAP No. 
4). 

n. Going Concern Considerations:  Management of the Company has evaluated the Company’s 
ability to continue as a going concern under SSAP No. 1, Accounting Policies, Risks & 
Uncertainties, and Other Disclosures (SSAP No. 1). Based on this evaluation, Management has 
determined that there is no substantial doubt about the Company’s ability to continue as a going 
concern. 

o. Reclassifications: Certain prior year amounts have been reclassified to conform to the 2020 
financial statement presentation.  These reclassifications have no impact on the Company’s 
reported surplus, net income, or net cash flows. 

p. Subsequent Events: The Company evaluated subsequent events through April 29, 2021, the 
date these financial statements were issued or available to be issued. 
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On March 25, 2021, the Company requested to pay a dividend to its parent HIC of $100,000,000, 
of which, $65,500,000 was extraordinary.  The Company received approval to pay the dividend 
from the Department on April 19, 2021.  The Company has not yet paid the dividend. 

The Company is not aware of any other events or transactions occurring subsequent to the 
balance sheet date, but before the issuance of the financial statements which may have a 
material effect on its financial condition.  

3. Bonds 

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2020 and 2019 
were as follows: 

 
  2020 

   
Book/Adjusted 
Carrying Value 

 Gross 
Unrealized 

Gains 

 Gross 
Unrealized 

Losses 

 
Estimated 
Fair Value 

      
      
              

U. S. Governments $ 5,224,148  $  280,716  $ -  $ 5,504,864 
States, territories and possessions  103,208,147   3,255,090   (76,568)   106,386,669 
Political subdivisions of states, 

territories and possessions  59,321,801   2,356,543   (2,058)   61,676,286 
Special revenue and special 

assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions  152,946,563   5,018,986   (96,151)   157,869,398 

Industrial and miscellaneous  131,334,416   5,865,814   -   137,200,230 
Hybrid Securities  -   -   -   - 

 Total bonds $ 452,035,075  $ 16,777,149  $ (174,777)  $ 468,637,447 
 

  2019 

   
Book/Adjusted 
Carrying Value 

 Gross 
Unrealized 

Gains 

 Gross 
Unrealized 

Losses 

 
Estimated 
Fair Value 

      
      
              

U. S. Governments $ 5,917,815  $  114,078  $ (27,067)  $ 6,004,826 
States, territories and possessions  73,422,668   2,447,292   (810)   75,869,150 
Political subdivisions of states, 

territories and possessions  56,152,055   1,221,393   (58,447)   57,315,001 
Special revenue and special 

assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions 

 

130,494,906   2,777,785   (192,874)   133,079,817 
Industrial and miscellaneous  138,736,326   2,997,160   (113,937)   141,619,549 
Hybrid Securities  -   -   -   - 

 Total bonds $ 404,723,770  $ 9,557,708  $ (393,135)  $ 413,888,343 
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The book/adjusted carrying value and estimated fair value of bonds at December 31, 2020, by 
contractual maturity, are shown below.  Expected maturities may differ from contractual maturities 
because borrowers may have the right to call or prepay obligations with or without call or prepayment 
penalties and because most structured securities provide for periodic payments through their lives. 

   Book/Adjusted 
Carrying Value 

 Estimated 
Fair Value     

        
Due in one year or less $ 50,816,585  $ 51,177,250 
Due after one year through five years  186,280,459  

 194,684,397 
Due after five years through ten years  122,804,652  

 125,264,726 
Due after ten years  61,663,132  

 64,019,614 
Mortgage and asset-backed securities  30,470,248   33,491,460 

  $ 452,035,075  $ 468,637,447 
 
The detail of realized gains (losses) of bonds for the years ended December 31, 2020 and 2019 were 
as follows: 

     2020  2019 

           
Gross realized gains  $ 263,816  $ 260,773 
Gross realized losses    (58,284)    (83,852) 

 Net realized gains   $ 205,532  $ 176,921 
 
Gross unrealized losses and fair values aggregated by investment category and length of time that 
individual securities have been in a continuous unrealized loss position at December 31, 2020 and 
2019 were as follows: 

    2020 

    Less Than 12 Months  12 Months or More  Total 
    Fair Unrealized  Fair Unrealized  Fair Unrealized 
    Value Losses  Value Losses  Value Losses 
                  
U.S. Governments $ - $ -  $ - $ -  $ - $ - 
States, territories and 

possessions 
 

14,231,989  (76,568)   -  -   14,231,989  (76,568) 
Political subdivisions of   

states, territories and  
possessions 

 
1,195,654  (2,058)   -  -   1,195,654  (2,058) 

Special revenue and special 
assessment obligations and 
all non- guaranteed 
obligations of agencies and 
authorities of governments 
and their political 
subdivisions 

 

23,533,732 

 

(96,151)   -  -   23,533,732  (96,151) 
Industrial and misc.   -   -    -   -    -   - 

 Total invested assets $ 38,961,375 $ (174,777)  $ - $ -  $ 38,961,375 $ (174,777) 
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    2019 

    Less Than 12 Months  12 Months or More  Total 

    Fair Unrealized  Fair Unrealized  Fair Unrealized 
    Value Losses  Value Losses  Value Losses 
                  
U.S. Governments $ - $ -  $ 2,091,701 $ (27,067)  $ 2,091,701 $ (27,067) 
States, territories and 

possessions 
 

-  -   487,227  (810)   487,227  (810) 
Political subdivisions of   

states, territories and  
possessions 

 
2,889,067  (56,292)   2,377,163  (2,155)   5,266,230  (58,447) 

Special revenue and special 
assessment obligations 
and all non- guaranteed 
obligations of agencies and 
authorities of governments 
and their political 
subdivisions 

 

9,828,982  (81,419)   19,627,549  (111,455)   29,456,531  (192,874) 
Industrial and misc.   -   -    20,896,697   (113,937)    20,896,697   (113,937) 

 Total invested assets $ 12,718,049 $ (137,711)  $ 45,480,337 $ (255,424)  $ 58,198,386 $ (393,135) 

 
The unrealized loss from all debt securities was generated from 16 investment positions at December 
31, 2020. All issuers of debt securities the Company owns that were trading at an unrealized loss at 
December 31, 2020 remain current on all contractual payments. After taking into account these and 
other factors previously described, the Company believes these unrealized losses primarily were 
caused by an increase in market interest rates in the current markets since the time the debt securities 
were purchased. At December 31, 2020, the Company did not intend to sell any debt securities with 
an unrealized loss position, and it is not likely that the Company will be required to sell these debt 
securities before recovery of their amortized cost basis. As a result, the Company believes that the 
debt securities with an unrealized loss were not other-than-temporarily impaired at December 31, 
2020.   

Unrealized gains or losses on bonds deemed temporary are included as an adjustment to surplus in 
the statutory financial statements. 

4. Income Taxes 

The components of the net admitted deferred tax assets and deferred tax liabilities by character as 
of December 31, 2020 and 2019 were as follows: 

     2020 

     Ordinary  Capital  Total 

             
Gross deferred tax assets  $ 6,584,820  $ -  $ 6,584,820 
Statutory valuation allowance adjustment    -    -    - 

 Adjusted gross deferred tax assets   6,584,820   -   6,584,820 
Deferred tax assets nonadmitted    (172,075)    -    (172,075) 

 Subtotal net admitted deferred tax assets   6,412,745   -   6,412,745 
Gross deferred tax liabilities    (188,769)    -    (188,769) 

 Net admitted deferred tax asset/(liability)  $ 6,223,976  $ -  $ 6,223,976 
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     2019 

     Ordinary  Capital  Total 

             
Gross deferred tax assets  $  4,595,881  $ -  $ 4,595,881 
Statutory valuation allowance adjustment    -    -    - 

 Adjusted gross deferred tax assets   4,595,881   -   4,595,881 
Deferred tax assets nonadmitted    (140,442)    -    (140,442) 

 Subtotal net admitted deferred tax assets   4,455,439   -   4,455,439 
Gross deferred tax liabilities    (209,744)    -    (209,744) 

 Net admitted deferred tax asset/(liability)  $  4,245,695  $ -  $ 4,245,695 
 
None of the Company’s ordinary (or capital) adjusted gross or net admitted DTAs were generated 
using tax planning strategies.  There are no temporary differences for which a DTL has not been 
established. 

The amount of admitted adjusted gross deferred tax assets under SSAP No. 101, Income Taxes 
(SSAP No. 101) as of December 31, 2020 and 2019 were as follows: 

     December 31, 2020 
     Ordinary  Capital  Total 

             
Federal income taxes paid in prior years 
recoverable through loss carrybacks 

 
$   6,072,260  $ -  $ 6,072,260 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
 151,716   -   151,716 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   151,716 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   50,818,910 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  188,769    -    188,769 

 
Deferred tax assets admitted as the result of 
application of SSAP No. 101 total  $   6,412,745  $ -  $ 6,412,745 

 
     December 31, 2019 
     Ordinary  Capital  Total 

             
Federal income taxes paid in prior years 
recoverable through loss carrybacks 

 
$   4,186,108  $ -  $ 4,186,108 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
 59,587   -   59,587 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   59,587 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   41,308,374 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  209,744    -    209,744 

 
Deferred tax assets admitted as the result of 

application of SSAP No. 101 total  $   4,455,439  $ -  $ 4,455,439 
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The ratio percentage used to determine recovery period and threshold limitation amount was as 
follows: 

     2020  2019 

          
Ratio percentage used to determine recovery period    

    
  and threshold limitation amount    460%   422% 
Amount of adjusted capital and surplus used to determine    

    
  recovery period and threshold limitation   $ 338,792,733  $ 275,389,161 

 
The Company’s tax planning strategies do not include the use of reinsurance. 

The significant components of federal income taxes incurred for the years ended December 31, 2020 
and 2019 consisted of the following: 

     2020  2019 

          
Current year income tax provision  $ 36,707,753  $ 20,634,286 
Revisions in prior years’ estimated taxes    1,861     (31,003) 
Federal income tax expense excluding the tax on realized 

capital (losses) gains and before change in net deferred 
income taxes 

  
36,709,614 

 

 20,603,283 
Tax on realized capital (losses) gains   458,917  

 37,154 
Change in net deferred income taxes    (2,009,914)    (1,202,134) 

 Total statutory income taxes  $ 35,158,617   $ 19,438,303  
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs 
in the Company’s statements of admitted assets, liabilities and surplus at December 31, 2020 and 
2019 were as follows: 

     2020  2019  Change 

             
DTAs resulting from book/tax 
differences in  

  
       

Ordinary            
 Discounting of unpaid losses  $ 3,829,727  $ 3,188,518  $ 641,209 
 Advance premiums  

 286,112   212,465   73,647 
 Policyholder reserves  

 -   -   - 
 Investments  

 -   -   - 
 Deferred acquisition costs  

 300,071   251,320   48,751 
 Policyholder dividends accrual  

 -   -   - 
 Fixed assets  

 213,522   243,601   (30,079) 
 Compensation and benefit accruals  

 -   -   - 
 Pension accruals  

 -   -   - 
 Receivables - nonadmitted  

 -   -   - 
 Net operating loss carryforwards  

 -   -   - 
 Tax credit carryforward  

 -   -   - 
 Other   -   -   - 
 Bad debts  

 1,137,360   63,723   1,073,637 
 Accrued litigation  

 -   -   - 
 CMS Rx reserves  

 626,165   306,097   320,068 
 CMS risk corridor – ACA   -   -   - 
 Medicare risk adjustment data  

 -   -   - 
 Miscellaneous reserves    172,311    296,132    (123,821) 
 Accrued lease   -   4,696   (4,696) 
 Section 197 intangibles   19,552   29,329   (9,777) 
 Reinsurance fee   -   -   - 
 Provider contracts   -   -   - 
 Premium acquisition expense   -   -   - 

  Gross ordinary DTAs  
 6,584,820   4,595,881   1,988,939 

Statutory valuation allowance adjustment  
 -   -   - 

Nonadmitted ordinary DTAs    (172,075)    (140,442)    (31,633) 

  Admitted ordinary DTAs  
 6,412,745   4,455,439   1,957,306 

Capital            
 Investments  

 -   -   - 
 Net capital loss carryforwards  

 -   -   - 
 Real estate  

 -   -   - 
 Other    -    -    - 

  Gross capital DTAs  
 -   -   - 

Statutory valuation allowance adjustment  
 -   -   - 

Nonadmitted capital DTAs    -    -    - 
  Admitted capital DTAs    -    -    - 

  Admitted DTAs  $ 6,412,745  $ 4,455,439  $ 1,957,306 
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    2020  2019  Change 

            
DTLs resulting from book/tax 
differences in 

  
       

Ordinary            
 Investments  $ -  $ -  $ - 
 Fixed assets  

 -   -   - 
 Deferred and uncollected premium  

 -   -   - 
 Policyholder reserves  

 -   -   - 
 Other  

 -   -   - 
 Premium acquisition expense    (3,916)    (5,777)    1,861 
 CMS Rx reserve   -   -   - 
 Reserve transition adjustment   (169,973)   (203,967)   33,994 
 Accrued lease   (14,880)   -   (14,880) 

  Ordinary DTLs    (188,769)    (209,744)    20,975 
Capital            
 Investments  

 -   -   - 
 Real estate  

 -   -   - 
 Other     -    -    - 

  Capital DTLs    -    -    - 

  DTLs    (188,769)    (209,744)    20,975 

  
Net deferred tax 
assets/(liabilities) 

 
$ 6,223,976  $ 4,245,695  $ 1,978,281 

The Company considers all available sources of income in determination of the need for a statutory 
valuation allowance. There is no statutory valuation allowance on the DTA as the tax allocation 
agreement between the Company and Humana grants the Company the enforceable right to be paid 
for future losses it may incur. There is no DTA generated by the Company which Humana does not 
expect the consolidated tax filing group to benefit from.      

The change in nonadmitted deferred tax assets from December 31, 2019 to 2020 was an increase 
of $31,633.  The change in nonadmitted deferred tax assets from December 31, 2018 to 2019 was 
an increase of $60,612. 

The provision for federal income taxes incurred is different from that which would be obtained by 
applying the statutory federal income tax rate to income before income taxes due principally to the 
HCRL fee, change to nonadmitted assets and deferred tax true-ups and tax-exempt interest in 2020.   

The Company had no net operating loss carryforwards at December 31, 2020 or 2019. 

The following table demonstrates the income tax expense for 2019 and 2020 that is available for 
recoupment in the event of future net losses: 

   Ordinary  Capital  Total 
2019 $ 20,636,147  $ 37,154  $ 20,673,301 
2020  36,707,753   458,917   37,166,670 

  $ 57,343,900  $ 496,071  $ 57,839,971 

There are no deposits admitted under IRC § 6603, Deposits Made to Suspend Running of Interest 
on Potential Underpayments. 
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The Company is included in the consolidated federal income tax return of Humana and its wholly 
owned subsidiaries.  Under a written agreement, Humana allocates its federal income tax liability 
among the subsidiaries of the consolidated return group (including the Company) based on the ratio 
that each subsidiary's separate return tax liability for the year bears to the sum of the separate return 
liabilities of all subsidiaries.  Benefits for net operating losses are recognized currently.  The final 
settlement under this agreement is made after the annual filing of the consolidated income tax return. 

As part of the consolidated income tax return of Humana, the Company has accrued no tax 
contingencies during 2020 or 2019.   

As of December 31, 2020, there were no positions for which management believes it is reasonably 
possible that the total amounts of tax contingencies will significantly increase or decrease within 
12 months of the reporting date.  Humana files income tax returns in U.S. federal jurisdiction and 
several state jurisdictions.  The U.S. Internal Revenue Service (IRS) has completed its examinations 
of Humana’s consolidated income tax returns for 2017 and prior years.  Humana’s 2018 and 2019 
tax returns are in the post-filing review period under the Compliance Assurance Process (CAP). 
Humana’s 2020 tax return is under advance review by the IRS under CAP.  Humana is not aware of 
any material adjustments that may be proposed as a result of any ongoing or future examinations. 

The names of the entities with whom the Company’s federal income tax return is consolidated for the 
current year include the following: 

 HUMANA INC. AND SUBSIDIARIES INCLUDED IN 2020 CONSOLIDATED FEDERAL INCOME TAX 
RETURN 

   
 CALENDAR YEAR ENDED DECEMBER 31, 2020 

 AFFILIATIONS SCHEDULE 

   
 CORPORATE NAME AND EMPLOYER IDENTIFICATION NUMBER 

 THE ADDRESS OF EACH COMPANY IS:   P. O. BOX 740026, LOUISVILLE, KY 40201    

   EMPLOYER 
 CORP.  IDENTIFICATION 

 NO. CORPORATION NAME NUMBER 
1 HUMANA INC.   61-0647538 
2 154TH STREET MEDICAL PLAZA, INC.   65-0851053 
3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-

OWNERS, INC.   
20-5309363 

4 54TH STREET MEDICAL PLAZA, INC.   65-0293220 
5 ARCADIAN HEALTH PLAN, INC.   20-1001348 
6 CAC MEDICAL CENTER HOLDINGS, INC.   30-0117876 
7 CAC-FLORIDA MEDICAL CENTERS, LLC  26-0010657 
8 CARENETWORK, INC.   39-1514846 
9 CAREPLUS HEALTH PLANS, INC.   59-2598550 

10 CARITEN HEALTH PLAN INC.   62-1579044 
11 CHA HMO, INC.   61-1279717 
12 COMPBENEFITS COMPANY  59-2531815 
13 COMPBENEFITS CORPORATION  04-3185995 
14 COMPBENEFITS DENTAL, INC.   36-3686002 
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15 COMPBENEFITS DIRECT, INC.   58-2228851 
16 COMPBENEFITS INSURANCE COMPANY  74-2552026 
17 COMPLEX CLINICAL MANAGEMENT, INC.   45-3713941 
18 CONTINUCARE CORPORATION  59-2716023 
19 CONTINUCARE MEDICAL MANAGEMENT, INC.   65-0791417 
20 CONVIVA HEALTH MANAGEMENT, LLC (f/k/a TRANSCEND 

POPULATION HEALTH MANAGEMENT, LLC)   
46-5329373 

21 CONVIVA HEALTH MSO OF TEXAS, INC. (f/k/a PRIMARY CARE 
HOLDINGS, INC.)   

46-1225873 

22 CONVIVA MEDICAL CENTER MANAGEMENT OF TEXAS, P.A. (f/k/a 
PARTNERS IN PRIMARY CARE, P.A.)   

47-1161014 

23 DENTAL CARE PLUS MANAGEMENT, CORP.   36-3512545 
24 DENTICARE, INC.   76-0039628 
25 EAGLE RX HOLDCO, INC.   47-1407967 
26 EAGLE RX, INC.   47-1416614 
27 EDGE HEALTH MSO, INC.   84-2214810 
28 EDGE HEALTH, P.C.   84-2752906 
29 EMPHESYS INSURANCE COMPANY  31-0935772 
30 EMPHESYS, INC.   61-1237697 
31 ENCLARA PHARMACIA, INC.   23-3068914 
32 FAMILY PHYSICIANS OF WINTER PARK, INC.   59-3164234 
33 FPG ACQUISITION CORP.   81-3802918 
34 FPG ACQUISITION HOLDINGS CORP.   81-3819187 
35 FPG HOLDING COMPANY, LLC  32-0505460 
36 GUIDANTRX, INC.   39-1789830 
37 HARRIS, ROTHENBERG INTERNATIONAL, INC.   27-1649291 
38 HEALTH VALUE MANAGEMENT, INC.   61-1223418 
39 HUMANA ACTIVE OUTLOOK, INC.   20-4835394 
40 HUMANA AT HOME (DALLAS), INC.   75-2739333 
41 HUMANA AT HOME (HOUSTON), INC.   76-0537878 
42 HUMANA AT HOME (SAN ANTONIO), INC.   01-0766084 
43 HUMANA AT HOME (TLC), INC.   75-2600512 
44 HUMANA AT HOME 1, INC.   65-0274594 
45 HUMANA AT HOME, INC.   13-4036798 
46 HUMANA BENEFIT PLAN OF ILLINOIS, INC.   37-1326199 
47 HUMANA BENEFIT PLAN OF SOUTH CAROLINA, INC.   84-3226630 
48 HUMANA BENEFIT PLAN OF TEXAS, INC.   75-2043865 
49 HUMANA DENTAL COMPANY  59-1843760 
50 HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES, 

INC.   
80-0072760 

51 HUMANA DIRECT CONTRACTING ENTITY, INC.   85-3099097 
52 HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.   46-4912173 
53 HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC.   58-2209549 
54 HUMANA GOVERNMENT BUSINESS, INC.   61-1241225 
55 HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.   72-1279235 
56 HUMANA HEALTH COMPANY OF NEW YORK, INC.   26-2800286 
57 HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.   61-1041514 
58 HUMANA HEALTH PLAN OF CALIFORNIA, INC.   26-3473328 
59 HUMANA HEALTH PLAN OF OHIO, INC.   31-1154200 
60 HUMANA HEALTH PLAN OF TEXAS, INC.   61-0994632 
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61 HUMANA HEALTH PLAN, INC.   61-1013183 
62 HUMANA HEALTHCARE RESEARCH, INC.   42-1575099 
63 HUMANA HOME ADVANTAGE (TX), P.A.   81-0789608 
64 HUMANA INNOVATION ENTERPRISES, INC.   61-1343791 
65 HUMANA INSURANCE COMPANY  39-1263473 
66 HUMANA INSURANCE COMPANY OF KENTUCKY  61-1311685 
67 HUMANA INSURANCE COMPANY OF NEW YORK  20-2888723 
68 HUMANA MARKETPOINT, INC.   61-1343508 
69 HUMANA MEDICAL PLAN OF MICHIGAN, INC.   27-3991410 
70 HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.   27-4460531 
71 HUMANA MEDICAL PLAN OF UTAH, INC.   20-8411422 
72 HUMANA MEDICAL PLAN, INC.   61-1103898 
73 HUMANA PHARMACY SOLUTIONS, INC.   45-2254346 
74 HUMANA PHARMACY, INC.   61-1316926 
75 HUMANA REAL ESTATE COMPANY   20-1724127 
76 HUMANA REGIONAL HEALTH PLAN, INC.   20-2036444 
77 HUMANA VETERANS HEALTHCARE SERVICES, INC.   20-8418853 
78 HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE 

CORPORATION  
39-1525003 

79 HUMANADENTAL INSURANCE COMPANY  39-0714280 
80 HUMANADENTAL, INC.   61-1364005 
81 HUMCO, INC.   61-1239538 
82 HUM-e-FL, INC.   61-1383567 
83 MANAGED CARE INDEMNITY, INC.   61-1232669 
84 MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS  27-4379634 
85 METCARE OF FLORIDA, INC.   65-0879131 
86 METROPOLITAN HEALTH NETWORKS, INC.   65-0635748 
87 PARTNERS IN INTEGRATED CARE, INC.   47-2905609 
88 PARTNERS IN PRIMARY CARE (GA), P.C.   83-2624178 
89 PARTNERS IN PRIMARY CARE (KS), P.A.   30-1236218 
90 PARTNERS IN PRIMARY CARE (KS), P.C.   85-0733589 
91 PARTNERS IN PRIMARY CARE (MO), P.C.   85-3676937 
92 PARTNERS IN PRIMARY CARE (NC), P.C.   82-1926920 
93 PARTNERS IN PRIMARY CARE (SC), P.C.   85-3577914 
94 PBM HOLDING COMPANY  61-1340806 
95 PBM PLUS MAIL SERVICE PHARMACY, LLC  20-2373204 
96 PHP COMPANIES, INC.   62-1552091 
97 PREFERRED HEALTH PARTNERSHIP, INC.   62-1250945 
98 PRIMARY CARE MANAGEMENT, INC.   85-0858631 
99 ROHC, LLC  75-2844854 

100 SENIORBRIDGE FAMILY COMPANIES (FL), INC.   65-1096853 
101 SENIORBRIDGE FAMILY COMPANIES (NY), INC.   36-4484443 
102 TEXAS DENTAL PLANS, INC.   74-2352809 
103 THE DENTAL CONCERN, INC.   52-1157181 
104 TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.   47-2770181 
105 TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.   47-2111323 
106 TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.   47-2750105 
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5. Benefits and Loss Adjustment Expenses Payable  

Activity in benefits and loss adjustment expenses payable for the years ended December 31, 2020 
and 2019 are summarized as follows: 

  2020  2019 

       
Balance at January 1, $ 210,151,227  $ 171,420,855 
Health care receivables  (32,724,392)   (30,815,294) 
Balance at January 1, net of health care receivables  177,426,835   140,605,561 
      
Benefits incurred and loss adjustment expenses related to      
 Current year  2,181,165,902   1,972,934,198 
 Prior year   (7,552,606)    (5,600,158) 

   2,173,613,296   1,967,334,040 
Benefits and loss adjustment expenses paid related to        
 Current year  1,943,940,496   1,800,742,299 
 Prior year   168,134,948   129,770,467 

   2,112,075,444   1,930,512,766 
       
Balance at December 31,  282,873,684   210,151,227 
Health care receivables  (43,908,997)   (32,724,392) 
Balance at December 31, net of health care receivables $ 238,964,687  $ 177,426,835 

 
Benefits and loss adjustment expenses payable, net of healthcare receivables, as of December 31, 
2019 were $177,426,835.  As of December 31, 2020, $168,134,948 has been paid for incurred claims 
and claim adjustment expenses attributable to insured events of prior years.  Reserves remaining for 
prior years are now $1,739,281 as a result of re-estimation of unpaid claims and claim adjustment 
expenses. Therefore, there has been a $7,552,606 favorable prior-year development since 
December 31, 2019.  The decrease is generally the result of ongoing analysis of recent loss 
development trends.  Original estimates are increased or decreased as additional information 
becomes known regarding individual claims.  Included in this decrease, the Company experienced 
$14,539,521 of favorable prior year claim development on retrospectively rated policies.  However, 
the business to which it relates is subject to premium adjustments. 

6. Dividend Restrictions 

Dividends or returns of capital to shareholders are noncumulative and are paid as determined by the 
Board of Directors.  In accordance with the Department statutes, the maximum amount of dividends 
or returns of capital to shareholders which can be paid by the Company without prior approval by the 
Department is the lesser of 10% of total surplus, or the greater of net operating gain for the calendar 
year preceding the dividend or for the 3 calendar years preceding the dividend less dividends paid 
for the most recent 2 of those calendar years. All ordinary dividends are limited to available and 
accumulated surplus funds. Based on these restrictions, the Company could have paid a maximum 
dividend or return of capital to shareholders of approximately $27,960,000 in 2020 without prior 
regulatory approval. 
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Dividends or returns of capital to shareholders paid by the Company are listed below.  These 
dividends or returns of capital to shareholders are included as dividends or returns of capital paid 
from unassigned surplus in the accompanying statements of changes in surplus depending on the 
Company’s position each year, in accordance with state regulations. Extraordinary amounts have 
been approved by the Department.  

   Dividend or Return of Capital 
Amount  

Date Paid    Ordinary  Extraordinary  
Dividend $ 27,500,000 $ -  May 26, 2020 

 Total paid in 2020 $ 27,500,000 $ -   
        

Dividend $ 25,280,000 $ 24,720,000  April 30, 2019 
 Total paid in 2019 $ 25,280,000 $ 24,720,000   

7. Risk Based Capital Requirements 

The Company is required to report an assessment of its solvency based upon the NAIC’s Managed 
Care Organizations RBC analysis formulas.  This RBC requirement, referred to as ACL, is the 
minimum level of capital deemed necessary for a health insurer based on the assets held and 
business written.  The state of Louisiana has passed legislation to adopt RBC. The Company’s Total 
Adjusted Capital must be equal to or above its ACL RBC of $73,617,376 or the Company, under the 
discretion of the Commissioner of the Department, could be placed under regulatory control.   

In addition, the Company must comply with the regulations of the state of Louisiana which require a 
minimum capital and surplus level of $147,234,752 or the Company could be subject to regulatory 
action. The Company maintained capital and surplus of $345,088,902 and $279,634,856 as of 
December 31, 2020 and 2019, respectively. 

8. Related Party Transactions 

The Company has a written management agreement with Humana and other related parties whereby 
the Company is provided with medical and executive management, information systems, claims 
processing, billing and enrollment, and telemarketing and other services as required by the Company.  
These fees are allocated to benefits incurred and loss adjustment expenses and selling, general and 
administrative expenses based on the nature of the services performed.  Management fee expenses 
related to services which are shared with other related parties are allocated to the Company using a 
method that approximates an amount as if the expense had been incurred solely by the Company.   

As a part of this agreement, Humana makes cash disbursements on behalf of the Company which 
include, but are not limited to, general and administrative expenses and payroll.  

A wholly owned insurance subsidiary of Humana insures certain professional liability risks for the 
Company. Included in selling, general and administrative expenses are charges for such coverage 
of $185,997 and $264,508 for the years ended December 31, 2020 and 2019, respectively. 

Employees supporting the Company participate in stock based compensation plans that are 
sponsored by Humana for which the Company has no legal obligation.  The costs associated with 
these plans are being allocated to the Company based on detailed cost examination and interview 
processes.  As of December 31, 2020 and 2019 total allocated expenses associated with these plans 
were $3,104,018 and $2,379,744, respectively, and are included in the management fee noted below. 
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Transactions under management agreements and service contracts charged to operations for the 
years ended December 31, 2020 and 2019 were $274,700,933 and $222,278,616, respectively, 
which are recorded as a charge to benefits incurred and loss adjustment expenses and selling, 
general and administrative expenses in the accompanying statutory statements of revenue and 
expenses.  These transactions include the expense incurred under the inter-company tax sharing 
agreement, discussed in Note 4, which were $47,929,458 and $23,875,644 for the years ended 
December 31, 2020 and 2019, respectively. The Company continues to be primarily liable for any 
outstanding payments made on behalf of the Company should Humana not be able to fulfill its 
obligations. 

The Company reported $8,188,052 and $16,197,204 due from Humana at December 31, 2020 and 
2019, respectively, all of which was settled between the Company and Humana subsequent to both 
year ends. 

In the ordinary course of business, the Company also directly contracts with related parties to provide 
services that are routine in nature to its members. The administrative services, access fees, and cost 
of care services provided are determined within each individual agreement. These amounts are 
included in benefits incurred and loss adjustment expenses as well as selling, general and 
administrative expenses in the statutory statements of revenue and expenses.  

The following table identifies the amount for the administrative services, access fees, and cost of care 
services provided by related parties for the years ended December 31, 2020 and 2019, which meet 
the disclosure requirements pursuant to SSAP No. 25, Affiliate and Other Related Parties (SSAP No. 
25): 

   2020  2019 
SeniorBridge and Humana At Home $ 20,500,557 $ 18,409,488 
PMR Virginia Holding LLC (JenCare)  32,755,157  - 

Total $ 53,255,714 $ 18,409,488 

In addition to the related parties above, the Company also has a contracted relationship with Humana 
Pharmacy Solutions, Inc. (HPS).  HPS is responsible for designing pharmacy benefits, including 
defining member co-share responsibilities, determining formulary listings, contracting with retail 
pharmacies, confirming member eligibility, reviewing drug utilization, and processing claims for 
Humana entities.  HPS has various contracts with pharmacy manufacturers to provide the Company 
with purchase discounts and volume rebates on certain prescription drugs utilized by its members. 
The Company has an agreement with HPS to collect pharmacy rebates on its behalf and remit them 
to the Company on a monthly basis. Any pharmacy rebates not yet received by but due from the 
pharmacy manufacturers are included in health care and other receivables in the statements of 
admitted assets, liabilities and surplus.  See Note 2(k) for further consideration of related pharmacy 
rebates. The Company had $713,336,737 and $588,521,643 of administrative service and 
prescription costs in 2020 and 2019, respectively, with HPS. The prescription costs included in fees 
paid to HPS are gross of the pharmacy rebates that the Company receives and also includes 
payments for Medicare Part D claims that CMS reimburses the Company for through the Coverage 
Gap, Low Income and Reinsurance subsidies, discussed in Note 2(i).  

Included in the payments to HPS are also costs incurred from Humana Pharmacy, Inc. Humana 
Pharmacy, Inc. provides covered members with prescription services through use of the mail order 
as well as brick and mortar locations.  These services are limited to maintenance medication 
prescription drug and allied services and supplies normally provided to the general public in the 
ordinary course of pharmacy business. The Company had $224,577,725 and $180,810,672 of 
prescription costs in 2020 and 2019, respectively, with Humana Pharmacy, Inc. 
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The Company received no capital contributions in the years ended December 31, 2020 or 2019.      

Humana forgave $640,194 of the Company’s tax liability due to Humana as part of the Company’s 
tax sharing agreement during 2019.  The portion of the tax balance being forgiven is associated with 
an issue that was previously subject to IRS Appeals.  The forgiveness was accounted for as 
contributed surplus per SSAP No. 72 Surplus and Quasi-Reorganizations (SSAP No. 72). 

9. Lease Commitments 

The Company has entered into operating leases for medical and administrative office space and 
equipment with lease terms ranging from one to four years.  Operating lease rental payments charged 
to expenses for the years ended December 31, 2020 and 2019 was $1,502,726 and $1,437,327, 
respectively, which are included in selling, general and administrative expenses in the accompanying 
statements of revenue and expenses.   

Future minimum rental payments required under operating leases as of December 31, 2020, which 
have initial or remaining noncancelable lease terms in excess of one year, were as follows: 

Years Ended December 31,  
2021 $ 1,283,357 
2022  1,101,548 
2023  1,112,675 
2024  1,112,675 
2025  - 
Thereafter  - 
 Total minimum lease payments $ 4,610,255 

10. Contingencies and Concentrations of Risk 

a. CMS Contracts:  The Company’s MA and Medicare Part D contracts (the Contracts) with CMS 
are renewed generally for a calendar year term unless CMS notifies the Company of its decision 
not to renew by May 1 of the calendar year in which the contract would end, or the Company 
notifies CMS of its decision not to renew by the first Monday in June of the calendar year in which 
the contract would end.  Earned premiums relating to the Contracts were $2,214,734,297 and 
$1,891,053,121 for the years ended December 31, 2020 and 2019, respectively.  The loss of the 
Contracts (which are generally renewed annually) or significant changes in the Medicare program 
as a result of legislative or regulatory action, including reductions in premium payments, or 
increases in member benefits or changes to member eligibility criteria without corresponding 
increases in premium payments, may have a material adverse effect on the Company’s statutory 
statements of admitted assets, liabilities and surplus, and related statutory statements of revenue 
and expenses, changes in surplus and cash flows.  All material contracts between the Company 
and CMS relating to its Medicare products have been renewed for 2021, and all product offerings 
filed with CMS for 2021 have been approved.   

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members.  The risk-adjustment model, which CMS implemented pursuant to 
the BBA and BIPA, generally, pays more where a plan’s membership has higher expected costs.  
Under this model, rates paid to MA plans are based on actuarially determined bids, which include 
a process whereby prospective payments are based on the Company’s estimated cost of 
providing standard Medicare-covered benefits to an enrollee with a “national average risk profile.”  
That baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership.  Under the risk-adjustment methodology, all MA plans must collect from providers 
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and submit the necessary diagnosis code information to CMS within prescribed deadlines.  The 
CMS risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium 
payment to MA plans, which CMS adjusts for coding pattern differences between the health plans 
and the government fee-for-service program.  The Company generally relies on providers, 
including certain providers in its network who are employees of affiliates of the Company, to code 
their claim submissions with appropriate diagnoses, which the Company sends to CMS as the 
basis for the Company’s payment received from CMS under the actuarial risk-adjustment model.  
The Company also relies on these providers to document appropriately all medical data, including 
the diagnosis data submitted with claims. In addition, the Company conducts medical record 
reviews as part of its data and payment accuracy compliance efforts, to more accurately reflect 
diagnosis conditions under the risk adjustment model.  These compliance efforts include the 
internal contract level audits described in more detail below as well as ordinary course reviews 
of the Company’s internal business processes. 

CMS is phasing-in the process of calculating risk scores using diagnoses data from the RAPS to 
diagnoses data from the EDS. The RAPS process requires MA plans to apply a filter logic based 
on CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions 
through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the 
risk adjustment filtering logic to determine the risk scores. For 2020, 50% of the risk score was 
calculated from claims data submitted through EDS. CMS increased that percentage to 75% for 
2021 and will complete the phased-in transition from RAPS to EDS by using only EDS data to 
calculate risk scores in 2022. The phase-in from RAPS to EDS could result in different risk scores 
from each dataset as a result of plan processing issues, CMS processing issues, or filtering logic 
differences between RAPS and EDS, and could have a material adverse effect on the Company’s 
results of statutory statements of revenue and expenses, changes in surplus or cash flows.   

CMS and the Office of the Inspector General of Health and Human Services (HHS-OIG) are 
continuing to perform audits of various companies’ selected MA contracts related to this risk 
adjustment diagnosis data.  These audits are referred to herein as Risk-Adjustment Data 
Validation (RADV) audits.  RADV audits review medical records in an attempt to validate provider 
medical record documentation and coding practices which influence the calculation of premium 
payments to MA plans.  

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C 
Medicare Advantage RADV Contract-Level Audits.”  The payment error calculation methodology 
provided that, in calculating the economic impact of audit results for an MA contract, if any, the 
results of the RADV audit sample would be extrapolated to the entire MA contract after a 
comparison of the audit results to a similar audit of the government’s traditional fee-for-service 
Medicare program, or Medicare FFS.  The Company refers to the process of accounting for errors 
in FFS claims as the FFS Adjuster.  This comparison of RADV audit results to the FFS error rate 
is necessary to determine the economic impact, if any, of RADV audit results because the 
government used the Medicare FFS program data set, including any attendant errors that are 
present in that data set, to estimate the costs of various health status conditions and to set the 
resulting adjustments to MA plans’ payment rates in order to establish actuarial equivalence in 
payment rates as required under the Medicare statute.  CMS already makes other adjustments 
to payment rates based on a comparison of coding pattern differences between MA plans and 
Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus 
the Medicare FFS program dataset). 
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The final RADV extrapolation methodology, including the first application of extrapolated audit 
results to determine audit settlements, is expected to be applied to CMS RADV contract level 
audits conducted for contract year 2011 and subsequent years. CMS is currently conducting 
RADV contract level audits for certain of the Company’s Medicare Advantage plans for the 
payment years 2015 and 2014. CMS completed its RADV contract level audit of the 2012 
payment year, but has not yet provided the results. 

Estimated audit settlements are recorded as a reduction of earned premiums in the statutory 
statements of revenue and expenses, based upon available information. The Company performs 
internal contract level audits based on the RADV audit methodology prescribed by CMS. To date, 
the Company has completed these audits for payment years 2011-2016. Included in these 
internal contract level audits is an audit of the Company’s Private Fee-For-Service business 
which the Company used to represent a proxy of the FFS Adjuster which has not yet been 
finalized.  The Company based its accrual of estimated audit settlements for each contract year 
on the results of these internal contract level audits and update its estimates as each audit is 
completed. Estimates derived from these results were not material to the Company’s statutory 
statements of admitted assets, liabilities and surplus, and related statutory statements of revenue 
and expenses, changes in surplus, and cash flows.  The Company reports the results of these 
internal contract level audits to CMS, including identified overpayments, if any.   

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which are 
referred to as the “Proposed Rule”) related to, among other things, the RADV audit methodology 
described above. If implemented, the Proposed Rule would use extrapolation in RADV audits 
applicable to payment year 2011 contract-level audits and all subsequent audits, without the 
application of a FFS Adjuster to audit findings. Humana believes that the Proposed Rule fails to 
address adequately the statutory requirement of actuarial equivalence, and has provided 
substantive comments to CMS on the Proposed Rule as part of the notice-and-comment 
rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any 
related regulatory, industry or company reactions, could have a material adverse effect on the 
Company’s statutory statements of admitted assets, liabilities and surplus, and related statutory 
statements of revenue and expenses, changes in surplus and cash flows. 

In addition, as part of the Company’s internal compliance efforts, it routinely performs ordinary 
course reviews of its internal business processes related to, among other things, its risk coding 
and data submissions in connection with the risk-adjustment model.  These reviews may also 
result in the identification of errors and the submission of corrections to CMS, that may, either 
individually or in the aggregate, be material.  As such, the results of these reviews may have a 
material adverse effect on the Company results of statutory statements of revenue and expenses, 
changes in surplus or cash flows. 

Humana believes that, CMS's statements and policies regarding the requirement to report and 
return identified overpayments received by MA plans are inconsistent with CMS's 2012 RADV 
audit methodology, and the Medicare statute's requirements. These statements and policies, 
such as certain statements contained in the preamble to CMS’s final rule release regarding MA 
and Part D prescription drug benefit program regulations for Contract Year 2015 (referred to as 
the "Overpayment Rule"), and the Proposed Rule, appear to equate each MA risk adjustment 
data error with an “overpayment” without addressing the principles underlying the FFS Adjuster 
referenced above.  On September 7, 2018, the Federal District Court for the District of Columbia 
vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, including the 
requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary and 
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capricious in departing from CMS's RADV methodology without adequate explanation (among 
other reasons). CMS has appealed the decision to the Circuit Court of Appeals. 

The Company will continue to work with CMS to ensure that MA plans are paid accurately and 
that payment model principles are in accordance with the requirements of the Social Security 
Act, which, if not implemented correctly could have a material adverse effect on the Company’s 
statutory statements of admitted assets, liabilities and surplus, and related statutory statements 
of revenue and expenses, changes in surplus and cash flows. 

The achievement of star ratings of 4-star or higher qualifies MA plans for premium bonuses. The 
Company’s MA plans' operating results may be significantly affected by their star ratings. Despite 
the Company’s operational efforts to improve its star ratings, there can be no assurances that it 
will be successful in maintaining or improving its star ratings in future years. In addition, audits of 
the Company’s performance for past or future periods may result in downgrades to its star ratings. 
Accordingly, the Company’s plans may not be eligible for full level quality bonuses, which could 
adversely affect the benefits such plans can offer, reduce membership and/or reduce profit 
margins. 

b. COVID-19: The emergence and spread of the novel coronavirus, or COVID-19, has impacted the 
Company’s business. Beginning in the second half of March 2020, the implementation of stay-
at-home and physical distancing orders and other restrictions on movement and economic 
activity resulted in the temporary deferral of non-essential care and significant reduction in 
hospital admissions and overall healthcare system utilization during April 2020.  Non-COVID 
utilization then began to increase during May and June 2020 and continued to rebound 
throughout the third quarter and early in the fourth quarter of 2020. Then, in the latter half of 
November and accelerating throughout the month of December, the Company experienced a 
significant increase in COVID-19 admissions in nearly all of the markets in which it operates 
across the Company’s lines of business resulting in higher COVID-19 treatment and testing costs.  
During this period, the Company also experienced a corresponding decline in non-COVID 
utilization in all service categories.  The impact of this decline in non-COVID utilization more than 
offset the higher COVID-19 treatment and testing costs during the period.  The Company’s 2020 
results were also impacted by ongoing pandemic relief efforts. 

c. Legal Proceedings: During the ordinary course of business, the Company is subject to pending 
and threatened legal actions.  Management of the Company does not believe any of these actions 
will have a material adverse effect on the Company’s statements of admitted assets, liabilities 
and surplus, or on the related statutory statements of revenue and expenses, changes in surplus 
and cash flows. The outcome of current or future litigation or governmental or internal 
investigations cannot be accurately predicted nor can the Company predict any resulting 
judgments, penalties, fines or other sanctions that may be imposed at the discretion of federal or 
state regulatory authorities or as a result of actions by third parties.  Nevertheless, it is reasonably 
possible that any such outcome of litigation, judgments, penalties, fines or other sanctions could 
be substantial, and the outcome of these matters may have a material adverse effect on statutory 
statements of revenue and expenses, changes in surplus and cash flows, and may also affect 
the Company’s reputation. 

As previously disclosed, the Civil Division of the United States Department of Justice had 
provided Humana's legal counsel with an information request concerning Humana’s Medicare 
Part C risk adjustment practices.  The request relates to Humana's oversight and submission of 
risk adjustment data generated by providers in its MA network, as well as to its business and 
compliance practices related to risk adjustment data generated by its providers and by Humana, 
including medical record reviews conducted as part of its data and payment accuracy compliance 
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efforts, the use of health and well-being assessments, and fraud detection efforts. Humana 
believes that this request for information is in connection with a wider review of Medicare Risk 
Adjustment generally that includes a number of MA plans, providers and vendors.  Humana 
continues to cooperate with the Department of Justice.  These matters are expected to result in 
additional qui tam litigation. 

As previously disclosed, on January 19, 2016, an individual filed a qui tam suit captioned United 
States of America ex rel. Steven Scott v. Humana, Inc., in United States District Court, Central 
District of California, Western Division. The complaint alleges certain civil violations by Humana 
in connection with the actuarial equivalence of the plan benefits under Humana’s Basic PDP plan, 
a prescription drug plan offered by it under Medicare Part D. The action seeks damages and 
penalties on behalf of the United States under the False Claims Act. The court ordered the qui 
tam action unsealed on September 13, 2017, so that the relator could proceed, following notice 
from the U.S. Government that it was not intervening at that time. On January 29, 2018, the suit 
was transferred to the United States District Court, Western District of Kentucky, Louisville 
Division. Humana takes seriously its obligations to comply with applicable CMS requirements 
and actuarial standards of practice, and continue to vigorously defend against these allegations 
since the transfer to the Western District of Kentucky. Humana has substantially completed 
discovery with the relator who has pursued the matter on behalf of the United States following its 
unsealing, and expects the Court to consider its motion for summary judgment. 

d. Economic Risks: General inflationary pressures may affect the costs of medical and other care, 
increasing the costs of claims expenses submitted to the Company.  

e. Securities & Credit Markets Risks:  Ongoing volatility or disruption in the securities and credit 
markets could impact the Company’s investment portfolio.  The Company evaluates investment 
securities for impairment on a quarterly basis.  This review is subjective and requires a high 
degree of judgment.  There is a continuing risk that declines in fair value may occur and material 
realized losses from sales or credit related impairments may be recorded in future periods. 
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Investment Risk Interrogatories 

Of the Humana Health Benefit Plan of Louisiana, Inc.  Insurance Company Address  
(City, State, Zip Code)  P.O. Box 740036   Louisville, Kentucky 40201-7436  

NAIC Group Code   0119  NAIC Company Code   95642  Employer’s ID Number 72-1279235  

The Investment Risks Interrogatories are to be filed by April 1.  They are also to be included with the Audited 
Statutory Financial Statements. 

Answer the following interrogatories by stating the applicable U.S. dollar amounts and percentages of the 
reporting entity’s total admitted assets held in that category of investments. 

1. Reporting entity’s total admitted assets as reported on Page 3 of the statement of admitted assets, 
liabilities and surplus. $674,252,399. 

2. Ten largest exposures to a single issuer/borrower/investment. 

 1 2 3 4 

 Issuer 
Description of 

Exposure Amount 

Percentage of 
Total Admitted 

Assets 
2.01 State Of Louisiana  Municipal $  123,803,713  18.36% 

2.02 
Federal Farm Credit Banks Funding 
Corporation  Bonds   30,489,107  4.52% 

2.03 Federal National Mortgage Association  MBS CMO   23,928,633  3.55% 
2.04 Federal Home Loan Banks  Bonds   22,855,000  3.39% 

2.05 Apple Inc.  

Bonds 
Commercial 

Paper   14,504,161  2.15% 
2.06 Bossier Parish Schools  Municipal   14,424,241  2.14% 
2.07 City of New Orleans  Municipal   14,228,277  2.11% 

2.08 
East Baton Rouge Louisiana Sewerage 
Commission  Municipal   10,810,408  1.60% 

2.09 Shreveport Louisiana  Municipal   9,863,474  1.46% 
2.10 Entergy Louisiana LLC  Bonds   8,826,151  1.31% 
 

3. Amounts and percentages of the reporting entity’s total admitted assets held in bonds and preferred 
stocks by NAIC rating. 

  

 Bonds 
 

1 2  
Preferred 

Stocks 
 

3 4 
3.01 NAIC-1 $ 477,811,242 70.87% 3.07 P/RP-1 $ - 0.00% 
3.02 NAIC-2  48,714,062 7.22% 3.08 P/RP-2  - 0.00% 
3.03 NAIC-3  1,506,984 0.22% 3.09 P/RP-3  - 0.00% 
3.04 NAIC-4  1,999,763 0.30% 3.10 P/RP-4  - 0.00% 
3.05 NAIC-5  - 0.00% 3.11 P/RP-5  - 0.00% 
3.06 NAIC-6  - 0.00% 3.12 P/RP-6  - 0.00% 
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4. Assets held in foreign investments: 

4.01 
Are assets held in foreign investments less than 2.5% of 
the reporting entity's total admitted assets? 

 
Yes   [  X  ] No  [     ] 

4.02 Total admitted assets held in foreign investments. $ - 0.00% 
4.03 Foreign-currency-denominated investments.  - 0.00% 

4.04 
Insurance liabilities denominated in that same foreign 
currency 

 
- 0.00% 

       

 
If response, to 4.01 above is yes, responses are not 
required for interrogatories 5 -10.  

 
5. Aggregate foreign investment exposure categorized by NAIC sovereign rating: 

       1 2 
5.01 Countries rated NAIC - 1 $ - 0.00% 
5.02 Countries rated NAIC - 2  - 0.00% 
5.03 Countries rated NAIC - 3 or below  - 0.00% 

 
6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC 

sovereign rating: 

       1 2 
 Countries rated NAIC - 1:    

6.01 Country:  $ - 0.00% 
6.02 Country:   - 0.00% 

         
 Countries rated NAIC - 2    

6.03 Country:  $ - 0.00% 
6.04 Country:   - 0.00% 

         
 Countries rated NAIC - 3 or below    

6.05 Country:  $ - 0.00% 
6.06 Country:   - 0.00% 

 
7. Aggregate unhedged foreign currency exposure:   

    

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating: 

 
  

 1 2 
$ - 0.00% 

       1 2 
8.01 Countries rated NAIC - 1 $ - 0.00% 
8.02 Countries rated NAIC - 2  - 0.00% 
8.03 Countries rated NAIC - 3 or below  - 0.00% 
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9. NAIC sovereign rating: 
 

       1 2 
 Countries rated NAIC - 1:    
9.01 Country:  $ - 0.00% 
9.02 Country:   - 0.00% 

         
 Countries rated NAIC - 2    

9.03 Country:  $ - 0.00% 
9.04 Country:   - 0.00% 

         
 Countries rated NAIC - 3 or below    

9.05 Country:  $ - 0.00% 
9.06 Country:   - 0.00% 

 
10. List the 10 largest nonsovereign (i.e. nongovernmental) foreign issues: 

 1 2 3 4 
 Issuer NAIC Rating   
10.01   $ - 0.00% 
10.02    - 0.00% 
10.03    - 0.00% 
10.04    - 0.00% 
10.05    - 0.00% 
10.06    - 0.00% 
10.07    - 0.00% 
10.08    - 0.00% 
10.09    - 0.00% 
10.10    - 0.00% 

 

11. Amounts and percentage of the reporting entity’s total admitted assets held in Canadian investments 
and unhedged Canadian currency exposure: 

11.01 
Are assets held in Canadian investments less than 
2.5% of the reporting entity's total admitted assets? Yes   [  X  ] No  [     ] 

        

 
If response to 11.01 above is yes, responses are not 
required for the remainder of interrogatory 11.   

        
11.02 Total admitted assets held in Canadian Investments $ - 0.00% 
11.03 Canadian-currency-denominated investments - 0.00% 
11.04 Canadian-denominated insurance liabilities - 0.00% 
11.05 Unhedged Canadian currency exposure - 0.00% 

Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana

2.5.5 Financial Condition 
47 of 54

Exempt from Business Proposal 
and Total Page Limits

99(E)



Humana Health Benefit Plan of Louisiana, Inc. 
Investment Risk Interrogatories 
Statutory Basis of Accounting  
December 31, 2020 
 

45 
 

12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 
investments with contractual sales restrictions. 

12.01 

Are assets held in investments with contractual sales 
restrictions less than 2.5 % of the reporting entity's 
total admitted assets? Yes   [  X  ] No  [     ] 

         

 
If response to 12.01 above is yes, responses are not 
required for the remainder of interrogatory 12. 

 
 

         
 1  2 3 

12.02 
Aggregate statement value of investments with 
contractual  

 
  

 sales restrictions $ - 0.00% 

         

 
Largest 3 investments with contractual sales 
restrictions 

 
  

12.03   - 0.00% 
12.04   - 0.00% 
12.05   - 0.00% 

 
13. Amounts and percentage of admitted assets held in the largest 10 equity interests: 

13.01 
Are assets held in equity interests less than 2.5% of 
the reporting entity's total admitted assets? Yes   [  X  ] No  [     ] 

         

 
If response to 13.01 above is yes, responses are not 
required for the remainder of interrogatory 13.  

       
 1  2 3 
 Name of Issuer    
13.02 - $ - 0.00% 
13.03 -  - 0.00% 
13.04 -  - 0.00% 
13.05 -  - 0.00% 
13.06 -  - 0.00% 
13.07 -  - 0.00% 
13.08 -  - 0.00% 
13.09 -  - 0.00% 
13.10 -  - 0.00% 
13.11 -  - 0.00% 
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14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately 
placed equities: 

14.01 

 Are assets held in nonaffiliated, privately placed 
equities less than 2.5% of the reporting entity's total 
admitted assets? Yes   [  X  ] No  [     ] 

          

 
 If response to 14.01 above is yes, responses are not 

required for 14.02 through 14.05. 
 

 
          
  1  2 3 

14.02 
 Aggregate statement value of investments held in 

nonaffiliated, privately placed equities $ - 0.00% 
          

 
 Largest 3 investments held in nonaffiliated, privately 

placed equities: 
 

  
14.03    - 0.00% 
14.04    - 0.00% 
14.05    - 0.00% 

  Ten largest fund managers:    

 1  2 3 4 

 Fund Manager 
 Total 

Invested  Diversified  Nondiversified 

14.06 

JPMorgan Trust II - JPMorgan 
U.S. Treasury Plus Money 
Market Fund $ 41,115,747 $ 41,115,747 $ - 

14.07   -  -  - 
14.08   -  -  - 
14.09   -  -  - 
14.10   -  -  - 
14.11   -  -  - 
14.12   -  -  - 
14.13   -  -  - 
14.14   -  -  - 
14.15   -  -  - 
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15. Amounts and percentage of the reporting entity’s total admitted assets held in general partnership 
interests: 

15.01 

 Are assets held in general partnership interests less 
than 2.5% of the reporting entity's total admitted 
assets? Yes   [  X  ] No  [     ] 

      

 
If response to 15.01 above is yes, responses are not 
required for the remainder of interrogatory 15.  

      
 1  2 3 

15.02 
Aggregate statement value of investments held in 
general partnership interests $ - 0.00% 

      

 
Largest 3 investments held in general partnership 
interests: 

 
  

15.03   - 0.00% 
15.04   - 0.00% 
15.05   - 0.00% 

16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans: 

16.01 
Are mortgage loans reported on Schedule B less than 
2.5% of the reporting entity's total admitted assets? Yes   [  X  ] No  [     ] 

    

 

If response to 16.01 above is yes, responses are not 
required for the remainder of interrogatory 16 and 
interrogatory 17.  

    
 1  2 3 
 Type (Residential, Commercial, Agricultural)    
16.02  $ - 0.00% 
16.03   - 0.00% 
16.04   - 0.00% 
16.05   - 0.00% 
16.06   - 0.00% 
16.07   - 0.00% 
16.08   - 0.00% 
16.09   - 0.00% 
16.10   - 0.00% 
16.11   - 0.00% 
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 Amounts and percentages of the reporting entity's 

total admitted assets held in the following categories 
of mortgage loans:  

    
   Loans 

   1 2 
16.12 Construction loans $ - 0.00% 
16.13 Mortgage loans over 90 days past due  - 0.00% 
16.14 Mortgage loans in the process of foreclosure  - 0.00% 
16.15 Mortgage loans foreclosed  - 0.00% 
16.16 Restructured mortgage loans  - 0.00% 

 
17. Aggregate mortgage loans having the following loan-to-value ratios as determined from the most 

current appraisal as of the annual statement date: 

 Loan-to-Value  Residential  Commercial  Agricultural 

  
 1 2  3 4  5 6 

17.01 above 95% $ - 0.00% $ - 0.00% $ - 0.00% 

17.02 91% to 95%  - 0.00%  - 0.00%  - 0.00% 

17.03 81% to 90%  - 0.00%  - 0.00%  - 0.00% 

17.04 71% to 80%  - 0.00%  - 0.00%  - 0.00% 

17.05 below 70%  - 0.00%  - 0.00%  - 0.00% 
 

18. Amounts and percentage of the reporting entity’s total admitted assets held in each of the five largest 
investments in real estate: 

18.01 

Are assets held in real estate reported in Schedule A 
less than 2.5% of the reporting entity's total admitted 
assets? Yes   [  X  ] No  [     ] 

         
 Largest five investments in any one parcel or group of contiguous parcels of real estate. 

 Description    
 1  2 3 
18.02  $ - 0.00% 
18.03   - 0.00% 
18.04   - 0.00% 
18.05   - 0.00% 
18.06   - 0.00% 
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19. Report aggregate amounts and percentage of the reporting entity’s total admitted assets held in 
investments held in mezzanine real-estate loans. 

19.01 

Are assets held in real estate reported in mezzanine 
real-estate loans less than 2.5% of the reporting 
entity's total admitted assets? 

 

Yes   [  X  ] No  [     ] 

    

 
If response 19.01 above is yes, responses are not 
required for the remainder of interrogatory 19. 

 
 

     

19.02 
Aggregate statement value of investments held in 
mezzanine real-estate loans: 

 
 

    2 3 
   $ - 0.00% 

      

 
Largest three investments in any one parcel or group 
of contiguous parcels of real estate. 

 
 

      
 Description    
 1  2 3 
19.03 - $ - 0.00% 
19.04 -  - 0.00% 
19.05 -  - 0.00% 

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types 
of agreements: 

    At Year-end   At End of Each Quarter 

             

        1st Qtr  
2nd 
Qtr  3rd Qtr 

    1 2   3  4  5 
20.01 Securities Lending agreements $ - 0.00%  $ - $ - $ - 

20.02 Repurchase agreements  - 0.00%   -  -  - 

20.03 
Reverse repurchase 
agreements  - 0.00%   -  -  - 

20.04 Dollar repurchase agreements  - 0.00%   -  -  - 

20.05 
Dollar reverse repurchase 
agreements  - 0.00%   -  -  - 
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21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to 
other financial instruments, options, caps, and floors:  

    Owned   Written 
        1st Qtr 2nd Qtr 
    1 2   3 4 
21.01 Hedging $ - 0.00%  $ - 0.00% 
21.02 Income Generation  - 0.00%   - 0.00% 
21.03 Other  - 0.00%   - 0.00% 

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
collars, swaps, and forwards: 

    At Year-end   At End of Each Quarter 
             

   
 

  
  1st 

Qtr 
 

2nd Qtr 
 3rd 

Qtr 
    1 2   3  4  5 
22.01 Hedging $ - 0.00%  $ - $ - $ - 
22.02 Income Generation  - 0.00%   -  -  - 
22.03 Replications  - 0.00%   -  -  - 
22.04 Other  - 0.00%   -  -  - 

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
futures contracts: 

    At Year-end   At End of Each Quarter 

             

   
 

  
  

1st Qtr 
 

2nd Qtr 
 3rd 

Qtr 
    1 2   3  4  5 
23.01 Hedging $ - 0.00%  $ - $ - $ - 
23.02 Income Generation  - 0.00%   -  -  - 
23.03 Replications  - 0.00%   -  -  - 
23.04 Other  - 0.00%   -  -  - 
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Summary Investment Schedule  Gross Investment Holdings   
Admitted Assets as Reported in 

the Annual Statement 

  1  2   1  2 

  Amount  Percentage   Amount  Percentage 
1. Long-Term Bonds          
 1.01 U.S. governments $ 5,224,149  0.91%  $ 5,224,149  0.91% 
 1.02 All other governments  -  0.00%   -  0.00% 

 1.03 
U.S. states, territories and possessions, etc. 

guaranteed  103,208,147  18.07%   103,208,147  18.07% 

 1.04 
U.S. political subdivisions of states, territories, and 

possessions, guaranteed  59,321,801  10.38%   59,321,801  10.38% 

 1.05 
U.S. special revenue and special assessment 

obligations, etc. non-guaranteed  152,946,563  26.77%   152,946,563  26.77% 
 1.06 Industrial and miscellaneous  131,334,416  22.99%   131,334,416  22.99% 
 1.07 Hybrid securities  -  0.00%   -  0.00% 
 1.08 Parent, subsidiaries and affiliates  -  0.00%   -  0.00% 
 1.09 SVO identified funds  -  0.00%   -  0.00% 
 1.10 Unaffiliated Bank loans  -  0.00%   -  0.00% 
 1.11 Total long-term bonds  452,035,075  79.13%   452,035,075  79.13% 
2. Preferred stocks             
 2.01 Industrial and miscellaneous (Unaffiliated)  -  0.00%   -  0.00% 
 2.02 Parent, subsidiaries and affiliates  -  0.00%   -  0.00% 
 2.03 Total preferred stocks  -  0.00%   -  0.00% 

3. Common stocks             

 3.01 
Industrial and miscellaneous Publicly traded 

(Unaffiliated)  -  0.00%   -  0.00% 
 3.02 Industrial and miscellaneous Other (Unaffiliated)  -  0.00%   -  0.00% 
 3.03 Parent, subsidiaries and affiliates Publicly traded  -  0.00%   -  0.00% 
 3.04 Parent, subsidiaries and affiliates Other  -  0.00%   -  0.00% 
 3.05 Mutual funds  -  0.00%   -  0.00% 
 3.06 Unit investment trusts  -  0.00%   -  0.00% 
 3.07 Closed-end funds  -  0.00%   -  0.00% 
 3.08 Total common stocks  -  0.00%   -  0.00% 
4. Mortgage loans          
 4.01 Farm mortgages  -  0.00%   -  0.00% 
 4.02 Residential mortgages  -  0.00%   -  0.00% 
 4.03 Commercial mortgages  -  0.00%   -  0.00% 
 4.04 Mezzanine real estate loans  -  0.00%   -  0.00% 
 4.05 Total valuation allowance  -  0.00%   -  0.00% 
 4.06 Total mortgage loans  -  0.00%   -  0.00% 
5. Real estate          
 5.01 Properties occupied by company  -  0.00%   -  0.00% 
 5.02 Properties held for production of income  -  0.00%   -  0.00% 
 5.03 Properties held for sale  -  0.00%   -  0.00% 
 5.04 Total real estate  -  0.00%   -  0.00% 
6. Cash, cash equivalents and short-term investments          
 6.01 Cash   69,140  0.01%   69,140  0.01% 
 6.02 Cash equivalents   119,112,724  20.85%   119,112,724  20.85% 
 6.03 Short-term investments   -  0.00%   -  0.00% 

 6.04 
Total cash, cash equivalents and short-term 

investments  119,181,864  20.86%   119,181,864  20.86% 
7. Contract loans  -  0.00%   -  0.00% 
8. Derivatives  -  0.00%   -  0.00% 
9. Other invested assets  -  0.00%   -  0.00% 
10. Receivables for securities  16,750  0.00%   16,750  0.00% 
11. Securities Lending  -  0.00%   -  0.00% 
12. Other invested assets  -  0.00%   -  0.00% 
 13. Total invested assets $ 571,233,689  100.00%  $ 571,233,689  100.00% 
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PricewaterhouseCoopers LLP, 500 West Main Street, Suite 1800, Louisville, KY 40202 
T: (502) 589 6100, F:(502) 585 7875, www.pwc.com/us 

 
Report of Independent Auditors 

 
 

To the Board of Directors of Humana Health Benefit Plan of Louisiana, Inc. 
 
We have audited the accompanying statutory financial statements of Humana Health Benefit Plan of 
Louisiana, Inc., which comprise the statutory statements of admitted assets, liabilities and surplus as of 
December 31, 2019 and 2018, and the related statutory statements of revenue and expenses and changes 
in surplus, and of cash flows for the years then ended.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the accounting practices prescribed or permitted by the Insurance Department of the 
State of Louisiana. Management is also responsible for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on the financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, we consider internal control relevant to the Company's preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's 
internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
As described in Note 2 to the financial statements, the financial statements are prepared by the Company 
on the basis of the accounting practices prescribed or permitted by the Insurance Department of the State 
of Louisiana, which is a basis of accounting other than accounting principles generally accepted in the 
United States of America. 
   
The effects on the financial statements of the variances between the statutory basis of accounting 
described in Note 2 and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, are presumed to be material.  

Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
3 of 54

Exempt from Business Proposal 
and Total Page Limits

109(E)

pwc 

~ ......................................................................................................................................................................................................................................... .. 



 

 

 2 

 
Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on 
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do 
not present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the Company as of December 31, 2019 and 2018, or the results of its 
operations or its cash flows for the years then ended. 
 
Opinion on Statutory Basis of Accounting 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
admitted assets, liabilities and surplus of the Company as of December 31, 2019 and 2018, and the results 
of its operations and its cash flows for the years then ended, in accordance with the accounting practices 
prescribed or permitted by the Insurance Department of the State of Louisiana described in Note 2. 
 
Other Matter 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a 
whole. The supplemental investment risk interrogatories and summary investment schedule (collectively, 
the “supplemental schedules”) of the Company, as of December 31, 2019 and for the year then ended, are 
presented to comply with the National Association of Insurance Commissioners’ Annual Statement 
Instructions and Accounting Practices and Procedures Manual and for purposes of additional analysis and 
is not a required part of the financial statements. The information is the responsibility of management and 
was derived from and relates directly to the underlying accounting and other records used to prepare the 
financial statements. The information has been subjected to the auditing procedures applied in the audit 
of the financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial 
statements or to the financial statements themselves and other additional procedures, in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated, in all material respects, in relation to the financial statements taken as a whole. 
 
 
 
 

 
Louisville, Kentucky 
April 30, 2020 
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  Statements of Admitted Assets, Liabilities and Surplus  2019  2018 
Admitted Assets       

Cash and invested assets       
 Bonds  $ 404,723,770  $ 441,519,287 
 Receivable for securities   5,431  

 - 
 Short-term investments   1,500,305  

 2,116,963 
  Total invested assets   406,229,506  

 443,636,250 
 Cash and cash equivalents    23,302,585  

 (4,639,916) 
  Total cash and invested assets   429,532,091  

 438,996,334 
Premiums receivable   33,027,843   22,811,704 
Investment income due and accrued   3,954,602   4,563,864 
Amounts receivable relating to uninsured plans   8,444,091   2,117,881 
Health care and other receivables   34,840,491   30,485,392 
Current  federal income tax recoverable   -   1,005,665 
Net deferred tax assets   4,245,695   3,104,173 
Furniture and equipment, less accumulated depreciation of 

$701,078 and $1,050,006 in 2019 and 2018, respectively  
  

775,406   1,209,176 
Receivable from Humana, Inc.   16,197,204   - 
  Total admitted assets  $ 531,017,423  $ 504,294,189 
       
Liabilities   

 
  

 
Benefits and loss adjustment expenses payable  $ 210,151,227  $ 171,420,855 
Aggregate health policy reserves   20,481,174   17,668,913 
Aggregate health claim reserves   142,000 558,000 
Advance premiums   5,084,272 6,481,459 
Accounts payable and accrued expenses   12,104,169   11,899,954 
Current federal income tax payable   3,419,725   - 
Payable to Humana, Inc.   -   43,398,493 
  Total liabilities   251,382,567  

 251,427,674 
       
Surplus   

    
Common stock, $0 par value; $1 per share stated value; 

1,000 shares authorized; 1,000 shares issued and 
outstanding  

  

1,000   1,000 
Special surplus - projected HCRL fee assessment   44,204,567   - 
Paid-in surplus   66,400,346   65,760,152 
Unassigned surplus    169,028,943   187,105,363 
  Total surplus    279,634,856   252,866,515 
  Total liabilities and surplus  $ 531,017,423  $ 504,294,189 
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  Statements of Revenue and Expenses 2019  2018 
        

Earned premiums  $ 2,250,677,753  $ 2,000,006,063 
      
Expenses  

 
  

 
 Benefits incurred and loss adjustment expenses  1,967,334,040   1,737,762,000 
 Selling, general and administrative expenses  199,602,237   221,383,809 
 Changes in aggregate health policy reserves  1,605,000   (4,377,075) 
  Total expenses   2,168,541,277   1,954,768,734 
  Net underwriting gain  82,136,476   45,237,329 
      
Net investment income  13,201,421   13,415,748 
Net realized capital gains (losses) on investments (net of capital 

gains tax of $37,154 and $(7,157), respectively) 
 

139,768   (26,924) 
Net other (expense) income  (239,814)   86,042 
  Income before federal income tax expense  95,237,851   58,712,195 
      
Federal income tax expense  20,603,283   13,535,350 
  Net income $ 74,634,568  $ 45,176,845 
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Statements of Changes in Surplus 
 Common Stock      Unassigned 

Surplus 
   

 Shares  Amount  Special Surplus  Paid-in Surplus   Total 

Balances at January 1, 2018 1,000  $ 1,000  $ 41,411,031  $ 65,993,254 
 

$ 186,880,836  $ 294,286,121 
Net income -     -    -    -  

 

 45,176,845   45,176,845 
HCRL fee moratorium -    -    (41,411,031)   -  

 

 41,411,031   - 
Change in net unrealized capital loss, less 
capital gains tax of $0 -    -    -    - 

 

 (148,313)   (148,313) 
Change in net deferred income taxes -    -    -    - 

 

 (4,740,495)   (4,740,495) 
Change in nonadmitted assets -    -    -    - 

 

 525,459   525,459 
Other -    -    -    (233,102) 

 

 -    (233,102) 
Dividends or return of capital paid -    -   -   - 

 

 (82,000,000)   (82,000,000) 
Balances at December 31, 2018 1,000   1,000   -   65,760,152   187,105,363   252,866,515 
Net income -     -    -    -  

 

 74,634,568   74,634,568 
Projected HCRL fee assessment -    -    44,204,567   -  

 

 (44,204,567)   - 
Change in net unrealized capital gain, less 
capital gains tax of $0 -    -    -    - 

 

 148,313   148,313 
Change in net deferred income taxes -  -  -  -  

 
1,202,134 1,202,134 

Change in nonadmitted assets -    -    -    -  
 

 143,132   143,132 
Forgiveness of payable from Humana Inc. -    -    -    640,194 

 

 -    640,194 
Dividends or return of capital paid -    -   -   - 

 
 (50,000,000)   (50,000,000) 

Balances at December 31, 2019 1,000  $ 1,000  $ 44,204,567  $ 66,400,346 
 

$ 169,028,943  $ 279,634,856 
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Statements of Cash Flows 

 
  2019  2018 
Cash flows from operations          
Premiums collected $ 2,239,951,121  $ 1,951,079,414 
Net investment income received   17,322,837    16,818,041 
Benefits paid   (1,854,576,373)    (1,690,941,575) 
Selling, general and administrative expenses paid   (283,011,596)    (307,647,364) 
Federal income taxes paid   (15,744,914)    (19,525,505) 
  Net cash from (used for) operations   103,941,075    (50,216,989) 

Cash flows from investments 
  

       
Proceeds from investments sold or matured   93,515,823    54,455,459 
Cost of investments acquired   (59,912,657)    (74,127,686) 
  Net cash from (used for) investments   33,603,166    (19,672,227) 

Cash flows from financing and miscellaneous sources          
Dividends or returns of capital paid   (50,000,000)    (82,000,000) 
Other cash (applied) provided   (60,218,398)    49,885,712 
  Net cash used for financing and miscellaneous sources   (110,218,398)    (32,114,288) 

  
Net change in cash, cash equivalents and short-term 

investments 
  

27,325,843    (102,003,504) 

Cash, cash equivalents and short-term investments 
  

      
Beginning of year   (2,522,953)   99,480,551 
End of year  $ 24,802,890 $ (2,522,953) 
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Notes to Financial Statements 

1. Reporting Entity 

Humana Health Benefit Plan of Louisiana, Inc. (the Company), a wholly owned subsidiary of Humana 
Insurance Company (HIC), a wholly owned subsidiary of CareNetwork, Inc. (CNI), a wholly owned 
subsidiary of Humana Inc. (Humana), is a health maintenance organization (HMO) domiciled in the 
state of Louisiana and is authorized to sell health plan products therein. The Company is subject to 
regulation by the federal government and the Louisiana Department of Insurance (the Department).  
State regulations require the Company to maintain certain minimum amounts of surplus as discussed 
in Note 7, and limit the payment of dividends or returns of capital to shareholders as discussed in 
Note 6. 

The Company offers coordinated health and pharmacy insurance coverage and related services 
through a variety of plans for government-sponsored programs and employer groups. Under the 
Company’s federal government contracts with the Centers for Medicare and Medicaid Services 
(CMS), the Company provides health and pharmacy insurance coverage to Medicare eligible 
members, as further discussed in Note 10(a). 

The operating results of companies in the insurance industry have historically been subject to 
significant fluctuations due to competition, economic conditions, interest rates, investment 
performance, maintenance of insurance ratings, renewal of contracts and other factors. 

On August 5, 2019, Humana was notified by the Louisiana Department of Health of their intent to 
award Humana a statewide contract for their 2020 Medicaid Managed Care program, which two of 
the current contract holders protested. As a result of the protest, the Louisiana Department of Health 
decided to re-bid the Medicaid contract. Humana has submitted an appeal of the decision to do a 
complete re-bid and as of the date these financial statements were issued, that decision is pending. 

2. Summary of Significant Accounting Policies 

The preparation of the Company’s financial statements and accompanying notes requires 
management to make estimates and assumptions that affect the amounts reported in the financial 
statements and accompanying notes. These estimates are based on knowledge of current events 
and anticipated future events, and accordingly, actual results may ultimately materially differ from 
those estimates. 

The more significant accounting policies of the Company are as follows: 

a. Basis of Presentation: The statutory financial statements and accompanying notes are 
prepared in conformity with accounting practices prescribed or permitted by the Department, 
which vary in some respects from accounting principles generally accepted in the United States 
of America (GAAP).  The principle differences include: 

i. Certain assets designated as nonadmitted assets as described in Note 2(n), are excluded 
from the statements of admitted assets, liabilities and surplus by direct charges to 
unassigned surplus, whereas under GAAP, such amounts would be reported as assets; 

ii. Bonds and short-term investments are generally carried at amortized cost, whereas under 
GAAP, such investments would be carried at fair value with related unrealized gains and 
losses, net of deferred taxes, being reported as a component of equity; 
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iii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP, 
overdraft balances would be classified as liabilities; 

iv. Deferred taxes are provided for only the federal income tax consequences of temporary 
differences, whereas under GAAP, such deferred taxes would be provided for both the 
federal and state income tax consequences of such temporary differences; 

v. The amount of admitted deferred tax assets is limited, whereas under GAAP, deferred tax 
assets would be recorded to the extent they will more likely than not be realized.  In addition, 
the change in deferred tax assets and liabilities is recorded directly to unassigned surplus, 
whereas under GAAP, the change in deferred tax assets and liabilities is recorded as a 
component of the income tax provision within the income statement; 

vi. Policy acquisition costs are charged to operations as incurred, whereas under GAAP, to the 
extent recoverable from future policy revenues, they would be deferred and amortized over 
the terms of the related policies; 

vii. Comprehensive income disclosures required by GAAP are omitted; and 

viii. The statutory basis statements of cash flow reconcile cash, cash equivalents, and short-term 
investments with maturity dates of one year or less at the time of acquisition. Under GAAP, 
the statement of cash flow reconciles the corresponding captions of cash and cash 
equivalents with maturities of three months or less. In addition, there are classification 
differences within the presentation of the cash flow categories between GAAP and statutory 
reporting and a reconciliation of net earnings to net cash provided by operations is not 
provided. 

ix. Under the statutory basis of accounting, rent expense is recorded when incurred with no 
related assets or liability balances, whereas under GAAP lessees are required to record 
assets and liabilities reflecting the leased assets and lease obligations, respectively, while 
following the dual model for recognition in statements of income. 

The Department adopted the National Association of Insurance Commissioners (NAIC) 
Accounting Practices and Procedures Manual - Effective January 1, 2001 (Codification) and 
Statements of Statutory Accounting Principles (SSAP), incorporated thereafter. The Department 
has adopted the Codification as a component of its prescribed or permitted practices. The 
Commissioner of Insurance has the right to permit other specific practices that deviate from 
prescribed practices. The Commissioner of Insurance of the State of Louisiana allows the 
Company to admit its furniture and equipment used for Health Maintenance Organization 
operations, which is not in accordance with NAIC SSAP. The omission of this prescribed practice 
would have had no impact to the results of the Company's risk-based capital calculations. 
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The statutory financial statements of the Company are presented on the basis of accounting 
practices prescribed or permitted by the Department. A reconciliation of the Company’s net 
income and surplus based on practices prescribed by the Department to net income and surplus 
based on Codification at December 31, 2019 and 2018 is shown below: 

 2019  2018 
       
Net Income – State of Louisiana basis   $ 74,634,568  $ 45,176,845 
State prescribed or permitted practices   -    - 

Net Income – Codification  $ 74,634,568  $ 45,176,845 
      

Surplus – State of Louisiana basis   $ 279,634,856  $ 252,866,515 
State prescribed or permitted practices        
 a. Furniture and equipment  (775,406)   (1,209,176) 

  Surplus – Codification  $ 278,859,450  $ 251,657,339 

b. Health Care Reform: The Patient Protection and Affordable Care Act and The Health Care and 
Education Reconciliation Act of 2010, which the Company collectively refers to as the Health 
Care Reform Law (HCRL) enacted significant reforms to various aspects of the U.S. health 
insurance industry. Certain significant provisions of the HCRL include, among others, mandated 
coverage requirements, mandated benefits and guarantee issuance associated with commercial 
medical insurance, rebates to policyholders based on minimum benefit ratios, adjustments to 
Medicare Advantage (MA) premiums, the establishment of federally facilitated or state-based 
exchanges coupled with programs designed to spread risk among insurers, and the introduction 
of plan designs based on set actuarial values. In addition, the HCRL established insurance 
industry assessments, including an annual health insurance industry fee. The annual health 
insurance industry fee was suspended in 2019, but will resume for calendar year 2020, not be 
deductible for income tax purposes, and significantly increase the Company’s effective tax rate. 
The annual health insurance industry fee levied on the insurance industry was $14.3 billion in 
2018. Under current law, the health industry fee will be permanently repealed beginning in 
calendar year 2021. 

It is reasonably possible that the HCRL and related regulations, as well as other current or future 
legislative, judicial or regulatory changes, including restrictions on Humana’s ability to manage 
its provider network or otherwise operate its business, or restrictions on profitability, including 
reviews by regulatory bodies that may compare its MA profitability to its non-MA business 
profitability, or compare the profitability of various products within its MA business, and require 
that they remain within certain ranges of each other, increases in member benefits or changes 
to member eligibility criteria without corresponding increases in premium payments, or increases 
in regulation of Humana’s prescription drug benefit businesses, in the aggregate may have a 
material adverse effect on Humana’s results of operations, (including restricting premiums, 
enrollment and premium growth in certain products and market segments, restricting Humana’s 
ability to expand into new markets, increasing its medical and operating costs, further lowering 
its Medicare payment rates and increasing its expenses associated with assessments); its 
financial position; and its cash flows.   

Additionally, potential legislative changes or judicial determinations, including activities to repeal 
or replace the HCRL or declare all or certain portions of the HCRL unconstitutional, creates 
uncertainty for the Company’s business and the Company cannot predict when or in what form, 
such legislative changes or judicial determination may occur. 

Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
11 of 54

Exempt from Business Proposal 
and Total Page Limits

117(E)



Humana Health Benefit Plan of Louisiana, Inc. 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2019 and 2018 

10 
           

c. Cash, Cash Equivalents and Short-Term Investments: The Company carries cash 
equivalents at cost, which approximates fair value. Cash equivalents are highly liquid financial 
instruments with an original maturity of three months or less. 

Short-term investments are valued and classified in accordance with methods prescribed by the 
NAIC’s Securities Valuation Office (SVO). Short-term investments include investments with an 
NAIC designated rating of 1 and a maturity of twelve months or less from the date of purchase.  
Short-term investments are recorded at amortized cost. The carrying value of short-term 
investments approximates fair value due to the short-term maturities of the investments. 

Under the Company’s cash management system, checks issued but not presented to banks 
frequently result in overdraft balances for accounting purposes, and, if applicable, are included 
in cash and cash equivalents on the statements of admitted assets, liabilities and surplus. 

d. Investments: Bonds, including loan-backed and structured securities, with an NAIC designated 
rating of 1 or 2 are carried at amortized cost, with all other bonds being recorded at the lower of 
amortized cost or fair value. 

Amortization of bond premium or discount is computed using the scientific interest method. 

The Company regularly evaluates the investment securities for impairment. For all securities 
other than loan-backed and structured securities, the determination of whether the impairment is 
considered other-than-temporary is dependent upon whether a decline in the fair value of the 
investment is noninterest related or interest related. The Company considers noninterest related 
factors such as the length of time and extent to which the fair value has been less than cost, 
adverse conditions specifically related to the industry, geographic area or financial condition of 
the issuer or underlying collateral of a security, payment structure of the security, changes in 
credit rating of the security by the rating agencies, the volatility of the fair value changes, changes 
in fair value of the security after the balance sheet date, and the intent and ability of the Company 
to retain its investment in the issuer for a period of time sufficient to allow for any anticipated 
recovery in fair value. An interest-related impairment is deemed other-than-temporary when the 
Company has the intent to sell, at the date of the statutory financial statements, an investment 
before recovery of cost of the investment. The Company also considers whether its cash or 
surplus requirements and contractual or regulatory obligations dictate that the investment may 
need to be sold before forecasted recovery occurs. If and when a determination is made that a 
decline in fair value below the carrying value is other-than-temporary, a realized loss is recorded 
to the extent that the fair value of the investment is below its carrying value.  

For loan-backed and structured securities where the securities’ fair value is less than the 
amortized cost, and either (1) the insurer has the intent to sell the security, or (2) the insurer does 
not have the intent and ability to retain the security until recovery of its fair value, the Company 
recognizes an impairment in earnings equal to the difference between the security’s fair value 
and its carrying value. For securities for which the Company does not expect to recover its 
amortized cost basis but has the intent and ability to hold the security until maturity, the insurer 
will recognize in earnings a realized loss only for the “noninterest” related decline. The Company 
evaluates the expected cash flows to be received as compared to amortized cost and determines 
if a “noninterest” related decline has occurred. In the event of a “noninterest” related decline, only 
the amount of the impairment associated with the “noninterest” related decline is recognized 
currently in income. No loss is recognized for the interest impairment. The Company considers 
factors such as the length of time and extent to which the fair value has been less than cost, 
adverse conditions specifically related to the industry, geographic area or financial condition of 
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the issuer or underlying collateral of a security, payment structure of the security, changes in 
credit rating of the security by the rating agencies, the volatility of the fair value changes, changes 
in fair value of the security after the balance sheet date, and cash or surplus requirements and 
contractual or regulatory obligations in determining whether or not it expects to recover the 
amortized cost of the security.  If the determination is made, based on these factors, that the 
Company does expect to recover the entire amortized cost of the security, an other-than-
temporary impairment has not occurred. Prepayment assumptions for loan-backed and 
structured securities were obtained from industry market sources.   

The Company does not have any investments in an other-than-temporary impairment position at 
December 31, 2019 or December 31, 2018. 

Income from investments is recorded on an accrual basis. For the purpose of determining 
realized gains and losses, the cost of securities sold is based upon specific identification.  
Investment income due and accrued over 90 days past due is nonadmitted with the exception of 
mortgage loans in default. No portion of the investment income due and accrued was 
nonadmitted at December 31, 2019 or 2018. 

For other restricted assets reported in aggregate, the pledged amounts with the Department were 
$1,000,000 and $1,000,000, which is 0.19% and 0.20% of gross assets and 0.19% and 0.20% 
of net admitted assets, at December 31, 2019 and 2018, respectively. 

e. Fair Value: In accordance with SSAP No. 100, Fair Value Measurements (SSAP No. 100), fair 
value is defined as the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date. The Company’s 
financial assets carried at fair value have been classified based upon the hierarchy defined in 
SSAP No. 100. The three tiered hierarchy is defined as follows: 

Level 1 Quoted prices in active markets for identical assets or liabilities. Level 1 assets and 
liabilities include securities that are traded in an active exchange market.  

Level 2 Observable inputs other than Level 1 prices such as quoted prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets 
or liabilities in markets that are not active, or other inputs that are observable or 
can be corroborated by observable market data for substantially the full term of the 
assets and liabilities. Level 2 assets and liabilities include debt securities with 
quoted prices that are traded less frequently than exchange-traded instruments as 
well as debt securities whose value is determined using a pricing model with inputs 
that are observable in the market or can be derived principally from or corroborated 
by observable market data. 

Level 3 Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities. Level 3 includes assets and 
liabilities whose value is determined using pricing models, discounted cash flow 
methodologies, or similar techniques reflecting the Company’s own assumptions 
about the assumptions market participants would use as well as those requiring 
significant management judgment. 

Fair value of actively traded debt securities are based on quoted market prices. Fair value of 
other debt securities are based on quoted market prices of identical or similar securities or based 
on observable inputs like interest rates generally using a market valuation approach, or, less 
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frequently, an income valuation approach and are generally classified as Level 2. The Company 
obtains at least one price for each security from a third party pricing service. These prices are 
generally derived from recently reported trades for identical or similar securities, including 
adjustments through the reporting date based upon observable market information. When quoted 
prices are not available, the third party pricing service may use quoted market prices of 
comparable securities or discounted cash flow analysis, incorporating inputs that are currently 
observable in the markets for similar securities. Inputs that are often used in the valuation 
methodologies include benchmark yields, reported trades, credit spreads, broker quotes, default 
rates and prepayment speeds. The Company is responsible for the determination of fair value 
and as such, the Company performs an analysis on the prices received from the third party pricing 
service to determine whether the prices are reasonable estimates of fair value. The Company’s 
analysis includes a review of monthly price fluctuations as well as a quarterly comparison of the 
prices received from the pricing service to prices reported by the Company’s third party 
investment adviser. In addition, on a quarterly basis, the Company examines the underlying 
inputs and assumptions for a sample of individual securities across asset classes, credit rating 
levels, and various durations. Based on the Company’s internal price verification procedures and 
review of fair value methodology documentation provided by the third party pricing service, there 
were no material adjustments to the prices obtained from the third party pricing service during 
the years ended December 31, 2019 or 2018. 

There were no financial assets carried at fair value at December 31, 2019. The fair value of 
financial assets carried at fair value at December 31, 2018 were as follows: 
 

  Fair Value Measurements at December 31, 2018 

   Quoted         

   Prices in  Other       

   Active  Observable  Unobservable    

   Markets  Inputs  Inputs    
  (Level 1)  (Level 2)  (Level 3)  Fair Value 

                     

Assets           
Corporate debt securities  -   3,367,500   -   3,367,500 

  Total invested assets $ -  $ 3,367,500  $ -  $ 3,367,500 

The carrying values and estimated fair values of the Company’s financial instruments at 
December 31, 2019 and 2018 were as follows: 
 

  December 31, 2019 

  
Aggregate Fair 

Value 
Admitted 
Assets Level 1 Level 2 Level 3 

Not Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 441,692,148 $ 432,527,575 $ 26,303,500 $ 415,388,648 $ - $ - 

 

  December 31, 2018 

  
Aggregate Fair 

Value 
Admitted 
Assets Level 1 Level 2 Level 3 

Not Practicable 
(Carrying 

Value) 
Bonds and short-

term 
investments $ 441,448,042 $ 443,636,250 $ - $ 441,448,042 $ - $ - 
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The Company reports transfers between fair value hierarchy levels at the end of the reporting 
period. There were no material transfers between the fair value hierarchy levels during 2019 or 
2018. 

f. Statutory Deposits: Investments, generally certificates of deposit, were on deposit at December 
31, 2019 and 2018 to satisfy requirements of regulatory agencies. These assets are included in 
bonds and cash and cash equivalents in the accompanying statements of admitted assets, 
liabilities and surplus. These assets are valued and classified in accordance with methods 
prescribed by the NAIC.  

g. Equipment: Equipment is recorded at cost less accumulated depreciation. Gains and losses on 
sales or disposals of property and equipment are included in net other (expense) income in the 
accompanying statements of revenue and expenses. Depreciation expense is computed using 
the straight-line method over estimated useful lives generally ranging from three to ten years.  
Depreciation expense, including that related to the nonadmitted portion, was $194,774 and 
$195,881 for the years ended December 31, 2019 and 2018, respectively.   

Improvements to leased facilities are depreciated over the shorter of the remaining lease term or 
the anticipated life of the improvement. Depreciation expense related to leasehold improvements 
was $221,052 and $221,052 for the years ended December 31, 2019 and 2018, respectively. 

h. Income Taxes: The amounts recorded as federal income tax expense in the accompanying 
statements of revenue and expenses represent amounts due to or from Humana in accordance 
with the tax allocation agreement between the Company and Humana. Any unsettled portion of 
the federal taxes is recorded as current federal income tax payable or receivable in the 
accompanying statements of admitted assets, liabilities and surplus.   

The Company recognizes an asset or liability for the deferred tax consequences of temporary 
differences between the tax basis of assets or liabilities and their reported amounts in the 
statutory financial statements. These temporary differences will result in taxable or deductible 
amounts in future years when the reported amounts of the assets or liabilities are recovered or 
settled. The Company also recognizes the future tax benefits such as net operating and capital 
loss carryforwards as deferred tax assets. Deferred tax assets and deferred tax liabilities are 
further adjusted for changes in the enacted tax rates.   

Statutory deferred tax assets (DTAs) are limited to an amount equal to the sum of: (1) federal 
income taxes paid in prior years that can be recovered through loss carrybacks for existing 
temporary differences that reverse by the end of the subsequent calendar year; (2) depending 
on the Company’s Authorized Control Level (ACL) Risk Based Capital (RBC) exclusive of the 
DTA Ratio, the lesser of (a) the amount of gross DTAs expected to be realized within three years 
after the application of (1) or 15% of surplus, if the ratio is greater than 300%, (b) the amount of 
gross DTAs expected to be realized within one year after the application of (1) or 10% of surplus, 
if the ratio is between 200 – 300%, or (c) if the ratio is below 200%, no DTA can be realized; (3) 
the amount of gross DTAs, after the application of (1) and (2), that can be offset against gross 
deferred tax liabilities (DTLs). DTAs in excess of these limitations are nonadmitted. At December 
31, 2019 and 2018 DTAs of $140,442 and $79,830, respectively, were nonadmitted. 

i. Earned Premiums: Premiums are estimated by multiplying the membership covered under the 
Company’s various contracts by the contractual rates. Premiums are reported as earned in the 
period members are entitled to receive services, and are net of retroactive membership 
adjustments. Retroactive membership adjustments result from enrollment changes not yet 
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processed, or not yet reported by an employer group or the government. The Company routinely 
monitors the collectability of specific accounts, the aging of receivables, historical retroactivity 
trends, estimated rebates, as well as prevailing and anticipated economic conditions, and reflects 
any required adjustments in current operations. Premiums received prior to the earned period 
are recorded as advance premiums. 

The Company receives monthly premiums from the federal government according to government 
specified payment rates and various contractual terms. The Company bills and collects premiums 
from employer groups and members in its Medicare products monthly. Changes in premium 
revenues resulting from the periodic changes in risk-adjustment scores derived from medical 
diagnoses for membership are estimated by projecting the ultimate annual premium and are 
recognized ratably during the year, with adjustments each period to reflect changes in the 
ultimate premium. 

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members. The risk-adjustment model, which CMS implemented pursuant to 
the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 
2000 (BIPA), generally, pays more where a plan’s membership has higher expected costs. Under 
this model, rates paid to MA plans are based on actuarially determined bids, which include a 
process whereby prospective payments are based on the Company’s estimated cost of providing 
standard Medicare-covered benefits to an enrollee with a “national average risk profile.” That 
baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership. Under the risk-adjustment methodology, all MA plans must collect and submit the 
necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician 
providers to CMS within prescribed deadlines. The CMS risk-adjustment model uses the 
diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS adjusts 
for coding pattern differences between the health plans and the government fee-for-service 
program. The Company generally relies on providers, including certain providers in its network 
who are employees of affiliates of the Company, to code their claim submissions with appropriate 
diagnoses, which the Company sends to CMS as the basis for the Company’s payment received 
from CMS under the actuarial risk-adjustment model. The Company also relies on these 
providers to document appropriately all medical data, including the diagnosis data submitted with 
claims. CMS is phasing-in the process of calculating risk scores using diagnoses data from the 
Risk Adjustment Processing System (RAPS) to diagnoses data from the Encounter Data System 
(EDS). The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and 
only submit diagnoses that satisfy those guidelines. For submissions through EDS, CMS requires 
MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering logic 
to determine the risk scores. For 2019, 25% of the risk score was calculated from claims data 
submitted through EDS. CMS will increase that percentage to 50% in 2020 and has proposed to 
increase that percentage to 75% in 2021.  

The amount of net premiums written by the Company in 2019 and 2018 that were subject to 
retrospective rating features were $2,196,056,462 and $1,966,532,607, respectively, or 97.57% 
and 98.33%, respectively, of the total net premiums written. No other net premiums written by 
the Company are subject to retrospective rating features. 

In accordance with SSAP No. 84, Certain Health Care Receivables and Receivables Under 
Government Insured Plans (SSAP No. 84), the Company has recorded receivables from CMS 
under the risk adjustment model of $30,255,445 and $19,260,692 as of December 31, 2019 and 
2018, respectively, which are included in premiums receivable in the accompanying statements 
of admitted assets, liabilities and surplus.   
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The Company estimates policyholder rebates by projecting calendar year minimum benefit ratios 
for the MA, small group and large group markets, as defined by the HCRL using a methodology 
prescribed by the Department of Health and Human Services (HHS). Estimated calendar year 
rebates recognized ratably during the year are revised each period to reflect current experience. 

Pursuant to the HCRL, the Company did not have any rebates incurred, paid or unpaid as of 
December 31, 2019 and 2018. 

j. Medicare Part D: The Company covers prescription drug benefits in accordance with Medicare 
Part D under multiple contracts with CMS. The payments received monthly from CMS and 
members, which are determined from the Company’s annual bid, represent amounts for providing 
prescription drug insurance coverage. The Company recognizes premiums revenue for providing 
this insurance coverage ratably over the term of its annual contract. The CMS payment is subject 
to risk sharing through the Medicare Part D risk corridor provisions. In addition, receipts for 
reinsurance and low-income cost subsidies as well as receipts for certain discounts on brand 
name prescription drugs in the coverage gap represent payments for prescription drug costs for 
which the Company is not at risk.  

The risk corridor provisions compare costs targeted in the Company’s bids to actual prescription 
drug costs, limited to actual costs that would have been incurred under the standard coverage 
as defined by CMS. Variances exceeding certain thresholds may result in CMS making additional 
payments to the Company or require the Company to refund to CMS a portion of the premiums 
received. As risk corridor provisions are considered in the Company’s overall annual bid process 
and in accordance with SSAP No. 66, Retrospectively Rated Contracts, (SSAP No. 66), the 
Company estimates and recognizes an adjustment to premiums revenue related to these 
provisions based upon pharmacy claims experience. The Company records a receivable or 
payable at the contract level.  

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the 
Medicare Part D program for which the Company assumes no risk. Reinsurance subsidies 
represent funding from CMS for its portion of prescription drug costs which exceed the member’s 
out-of-pocket threshold, or the catastrophic coverage level. Low-income cost subsidies represent 
funding from CMS for all or a portion of the deductible, the coinsurance and co-payment amounts 
above the out-of-pocket threshold for low-income beneficiaries. Monthly prospective payments 
from CMS for reinsurance and low-income cost subsidies are based on assumptions submitted 
with the Company’s annual bid. A reconciliation and related settlement of CMS’s prospective 
subsidies against actual prescription drug costs paid by the Company is made after the end of 
the year. The HCRL mandates consumer discounts of 50% on brand name prescription drugs for 
Part D plan participants in the coverage gap. These discounts are funded by CMS and 
pharmaceutical manufacturers while the Company administers the application of these funds.   

In accordance with SSAP No. 47, Uninsured Plans, (SSAP No. 47), the Company accounts for 
these subsidies and discounts as a deposit in the accompanying statements of admitted assets, 
liabilities and surplus and as an operating activity in the accompanying statements of cash flows.  
The Company does not recognize earned premiums or benefits incurred and loss adjustment 
expenses for these subsidies or discounts. Receipt and payment activity is accumulated at the 
contract level and recorded in the statutory statements of admitted assets, liabilities and surplus 
in amounts receivable relating to uninsured plans or accounts payable and accrued expenses.  

Settlement of the reinsurance and low-income cost subsidies as well as risk corridor payment is 
based on a reconciliation made approximately nine months after the close of each calendar year. 
Settlement with CMS for brand name prescription drug discounts is based on a reconciliation 
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made approximately 14 to 18 months after the close of each calendar year. The Company 
continues to revise its estimates with respect to the risk corridor provisions based on subsequent 
period pharmacy claims data. The accompanying statements of admitted assets, liabilities and 
surplus include the following amounts associated with Medicare Part D as of December 31, 2019 
and 2018: 

  2019  2018 

  Risk  CMS  Risk  CMS 

  Corridor  Subsidies/  Corridor  Subsidies/ 

 Settlement  Discounts  Settlement  Discounts 

            
Premiums receivable $ 499,862  $ -    $ 1,114,685  $ -   
Amounts receivable 
relating to uninsured 
plans   -     8,444,091   -     2,117,881 

Aggregate health policy 
reserves  (1,892,346)   -     (2,061,009)   -   

Accounts payable and 
accrued  expenses   -       (5,013,876)     -       (4,763,516) 

 
Net (liability) 
asset $ (1,392,484)  $ 3,430,215  $ (946,324)  $ (2,645,635) 

 
k. Accounting for the Risk-Sharing Provisions of the Health Care Reform Law: Effective 

January 1, 2014, the risk spreading programs are applicable to certain of the Company’s 
commercial medical insurance products. These programs, commonly referred to as the 3Rs, 
include a permanent risk adjustment program, a transitional reinsurance program, and a 
temporary risk corridors program designed to more evenly spread the financial risk borne by 
issuers and to mitigate the risk that issuers would have mispriced products. The transitional 
reinsurance and temporary risk corridors programs were only applicable for years 2014 through 
2016. Policies issued prior to March 23, 2010 are considered grandfathered policies and are 
exempt from the 3Rs. Certain states have allowed non-grandfathered policies issued prior to 
January 1, 2014 to extend the date of required transition to policies compliant with the HCRL to 
as late as 2017. Accordingly, such policies are exempt from the 3Rs until they transition to policies 
compliant with the HCRL. 

The permanent risk adjustment program adjusts the premiums that commercial individual and 
small group health insurance issuers receive based on the demographic factors and health status 
of each member as derived from current year medical diagnosis as reported throughout the year. 
This program transfers funds from lower risk plans to higher risk plans within similar plans in the 
same state. The risk adjustment program is applicable to commercial individual and small group 
health plans operating both inside and outside of the health insurance exchanges established 
under the HCRL. Under the risk adjustment program, a risk score is assigned to each covered 
member to determine an average risk score at the individual and small group level by legal entity 
in a particular market in a state. Additionally, an average risk score is determined for the entire 
subject population for each market in each state. Settlements are determined on a net basis by 
state. Each health insurance issuer’s average risk score is compared to the state’s average risk 
score. Plans with an average risk score below the state average will pay into a pool and health 
insurance issuers with an average risk score that is greater than the state average risk score will 
receive money from that pool. The Company generally relies on providers, including certain 
network providers who are employees of Humana, to appropriately document all medical data, 
including the diagnosis codes submitted with claims, as the basis for the Company’s risk scores 
under the program. The Company’s estimate of amounts receivable and/or payable under the 
risk adjustment program is based on an estimate of both its own and the state average risk 
scores. Assumptions used in these estimates include but are not limited to published third party 
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studies and other publicly available data including regulatory plan filings, geographic 
considerations including the Company’s historical experience in markets it has participated in 
over a long period of time, member demographics (including age and gender for its members 
and other health insurance issuers), its pricing model, sales data for each metal tier (different 
metal tiers yield different risk scores), and  the mix of previously underwritten membership as 
compared to new members in plans compliant with the HCRL. The Company refines its estimates 
as new information becomes available, including additional data released by HHS, regarding 
estimates of state average risk scores. Risk adjustment is subject to audit by HHS beginning with 
the 2015 coverage year, however, there were no payments associated with these audits for 2015 
or 2016, the pilot years for the audits. The Company’s risk adjustment data for 2018 was selected 
for audit by HHS.  

The temporary risk corridor program applied to individual and small group Qualified Health Plans 
(or substantially equivalent plans), or QHPs, as defined by HHS, operating both inside and 
outside of the exchanges. Accordingly, plans subject to risk adjustment that are not QHPs, 
including the Company’s small group health plans, were not subject to the risk corridor program. 
The risk corridor provisions were included to limit issuer gains and losses by comparing allowable 
medical costs to a target amount, each defined/prescribed by HHS, and sharing the risk for 
allowable costs with the federal government. Allowable medical costs are adjusted for risk 
adjustment settlements, transitional reinsurance recoveries, and cost sharing reductions received 
from HHS. Variances from the target exceeding certain thresholds may result in HHS making 
additional payments to the Company or require it to refund HHS a portion of the premiums the 
Company received. 

The Company estimates and recognizes adjustments to earned premiums for the risk adjustment 
and risk corridor provisions by projecting its ultimate premium for the calendar year separately 
for individual and group plans by state. Estimated calendar year settlement amounts are 
recognized ratably during the year and are revised each period to reflect current experience, 
including changes in risk scores derived from medical diagnoses submitted by providers. The 
Company records receivables or payables at the individual or group level within each state and 
classifies the amounts as current or long-term in the statutory statements of admitted assets, 
liabilities and surplus based on the timing of expected settlement. 

The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the permanent HCRL risk 
adjustment and temporary risk corridor programs as of December 31, 2019 and 2018: 

HCRL Risk Adjustment  
 

   

Assets    2019  2018 

 
Premium adjustments receivable due to HCRL Risk Adjustment 
(including high risk pool payments) $ 310,364  $ - 

Liabilities        

 Risk adjustment user fees payable for HCRL Risk Adjustment  24,225  
 30,968 

 
Premium adjustments payable due to HCRL Risk Adjustment 
(including high risk pool payments)  154,529  

 
1,340,537 

Operations (Revenue & Expenses)        

 
Reported as revenue in premium for accident and health contracts 

(written/collected) due to HCRL Risk Adjustment  (800,019)  
 

(4,304,043) 

 
Reported in expenses as HCRL risk adjustment user fees 

(incurred/paid)  22,532  
 

29,731 
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HCRL Risk Corridor      

Assets   2019  2018 

 Accrued retrospective premium due to HCRL Risk Corridors   $ -  $ - 

Liabilities    
    

 
Reserve for rate credits or policy experience rating refunds due to 
HCRL Risk Corridors   -  

 
- 

Operations (Revenue & Expenses)     
    

 Effect of HCRL Risk Corridors on net premium income   -  
 3,625 

 
Effect of HCRL Risk Corridors on change in reserves for rate 
credits   -  

 
- 

The risk corridor receivable activity by program year is presented below.     

Risk 
Corridors 
Program 

Year 

Estimated 
Amount to be 
Filed or Final 
Amount Filed 

with CMS 

Non-Accrued 
Amounts for 

Impairment or 
Other 

Reasons 

Amounts 
received from 

CMS 

Assets 
Balance 

(Gross of Non-
admissions) 

Non-admitted 
Amount 

Net 
Admitted 

Asset 

2014 $ 414,667 $ 345,229 $ 69,438 $ - $ - $ - 
2015  3,073,969  3,073,969  -  -  -  - 
2016  -  -  -  -  -  - 
Total $ 3,488,636 $ 3,419,198 $ 69,438 $ - $ - $ - 

The transitional reinsurance program required the Company to make reinsurance contributions 
for calendar years 2014 through 2016 to a state or HHS established reinsurance entity based on 
a national contribution rate per covered member as determined by HHS. While all commercial 
medical plans, including self-funded plans, are required to fund the reinsurance entity, only fully-
insured non-grandfathered plans compliant with the HCRL in the individual commercial market 
were eligible for recoveries if individual claims exceed a specified threshold. Accordingly, the 
Company accounted for transitional reinsurance contributions associated with all commercial 
medical health plans other than these non-grandfathered individual plans as an assessment in 
operating costs in its statutory statements of revenue and expenses. The Company accounted 
for contributions made by individual commercial plans compliant with the HCRL, which were 
subject to recoveries, as ceded premiums (a reduction of earned premiums) and similarly the 
Company accounted for any recoveries as ceded benefits (a reduction of benefits incurred and 
loss adjustment expenses) in its statutory statements of revenue and expenses.  
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The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the transitional HCRL 
reinsurance program as of December 31, 2019 and 2018: 

Assets    2019  2018 

 Amounts recoverable for claims paid due to HCRL Reinsurance $ -  $ - 

 
Amounts recoverable for claims unpaid due to HCRL 

Reinsurance (Contra Liability)  -   - 

 
Amounts receivable relating to uninsured plans for 

contributions for HCRL Reinsurance  -   - 

Liabilities        

 
Liabilities for contributions payable due to HCRL Reinsurance – 

not  reported as ceded premium  -    - 

 
Ceded reinsurance premiums payable due to HCRL 

Reinsurance  -   - 

 
Liabilities for amounts held under uninsured plans contributions 

for HCRL Reinsurance  -   - 

Operations (Revenues & Expenses)       

 Ceded reinsurance premiums due to HCRL Reinsurance  -   - 

 
Reinsurance recoveries (income statement) due to HCRL 

Reinsurance payments or expected payments  38,958   966 

 
HCRL Reinsurance contributions – not reported as ceded 

premiums  -   - 

Amounts recoverable for claims unpaid due to HCRL Reinsurance is a contra liability and is 
included in benefits and loss adjustment expenses payable on the statutory statements of 
admitted assets, liabilities and surplus.  

On November 2, 2017, Humana filed suit against the United States of America in the United 
States Court of Federal Claims, on behalf of its health plans seeking recovery from the federal 
government of $3,419,198 in payments for the Company under the risk corridor premium 
stabilization program established under the HCRL, for the years 2014, 2015 and 2016. Humana’s 
case has been stayed by the Court, pending resolution of similar cases filed by other insurers.  
On April 27, 2020, the U.S. Supreme Court ruled that the government is obligated to pay the 
losses under this risk corridor program, and that Congress did not impliedly repeal the obligation 
under its appropriations riders.  As such, Humana will continue to seek payments owed to it. The 
Company has not recognized premiums, nor has it recorded a receivable for any amount due 
from the federal government for unpaid risk corridor payments as of December 31, 2019.  The 
Company has fully recognized all liabilities due to the federal government that it has incurred 
under the risk corridor program, and has paid all amounts due to the federal government as 
required.  

In addition to the provisions discussed above, beginning in 2014, HHS paid the Company a 
portion of the health care costs for low-income individual members for which the Company 
assumes no risk in accordance with the HCRL. These cost subsidy payments ceased effective 
October 2017. The Company accounted for these subsidies as a deposit in its statutory 
statements of admitted assets, liabilities and surplus and as an operating activity in its statements 
of cash flows. The Company did not recognize earned premiums or benefits incurred and loss 
adjustment expenses for these subsidies. Receipt and payment activity was accumulated at the 
state level and recorded in its statutory statements of admitted assets, liabilities and surplus in 
health care and other receivables or accounts payable and accrued expenses depending on the 
state balance at the end of the reporting period.  
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A roll-forward of prior year HCRL risk-sharing provisions for the following asset (gross of any 
nonadmission) and liability balances, along with the reasons for adjustments to prior year 
balances are presented below: 

  

Accrued During the Prior 
Year on Business Written 
Before December 31 of 

the Prior Year 

Received or Paid as of 
the Current Year on 

Business Written 
Before December 31 of 

the Prior Year 

Differences Adjustments 
Unsettled Balances as of the 

Reporting Date 
Prior 
Year 

Accrued 
Less 

Payment
s (Col 1-

3) 

Prior 
Year 

Accrue
d Less 
Payme
nts (Col 

2-4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances   

Cumulative 
Balance from 
Prior Years 
(Col 1-3+7) 

Cumulative 
Balance from 
Prior Years 
(Col 2-4+8) 

1 2 3 4 5 6 7 8   9 10 

Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 

a. Permanent ACA Risk 
Adjustment Program   

   

1. Premium adjustments 
receivable (including 
high risk pool 
payments) -  -  - 310,364 A.   310,364 

2. Premium adjustments 
(payables) (including 
high risk pool 
payments)  (1,340,537)  (2,296,391)  955,854  (955,854) B.  - 

3. Subtotal ACA 
Permanent Risk 
Adjustment Program - (1,340,537) - (2,296,391) - 955,854 310,364 (955,854)  310,364 - 

b. Transitional ACA 
Reinsurance Program            

1. Amounts recoverable 
for claims paid -  38,958  (38,958)  38,958  C. -  

2. Amounts recoverable 
for claims unpaid 
(contra liability) -  -  -  -    -  

3. Amounts receivable 
relating to uninsured 
plans -  -  -  -    -  

4. Liabilities for 
contributions payable 
due to ACA 
Reinsurance- not 
reported as ceded 
premium  -  -  -  -    - 

5. Ceded reinsurance 
premiums payable  -  -  -  -    - 

6. Liability for amounts 
held under uninsured 
plans  -  -  -  -    - 

7. Subtotal ACA 
Transitional 
Reinsurance Program - - 38,958 - (38,958) - 38,958 -  - - 

c. Temporary ACA Risk 
Corridors Program            

1. Accrued retrospective 
premium -  -  -  -    - 

2. Reserve for rate 
credits or policy 
experience rating 
refunds  -  -  -  -    - 

3. Subtotal ACA Risk 
Corridors Program - - - - - - - -  - - 

d. Total for ACA Risk 
Sharing Provisions - (1,340,537) 38,958 (2,296,391) (38,958) 955,854 349,322 (955,854)  310,364 - 

 
Explanation for adjustments 

A. Adjustments related to updates received from CMS associated with 2018 benefit year 
and the latest data from Wakely Consulting. 
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B. The Small Group Commercial estimate was changed for unfinalized years based on the 
latest data from Wakely Consulting. 

C. Adjustments related to payments received from CMS associated with 2016 benefit year. 

Net payments under the 3Rs associated with prior coverage years were $(2,257,433) and 
$(38,216,126) in 2019 and 2018, respectively. 

l. Pharmacy Rebates: The Company benefits from several contractual agreements with 
pharmaceutical companies that offer rebates on certain prescription drugs based upon the rate 
of utilization through its agreement with Humana Pharmacy Solutions, Inc. (HPS) discussed in 
Note 8. The Company’s method used to estimate rebates receivable is based on historical trends 
and actual amounts invoiced to manufacturers. These rebates are recorded as a reduction of 
benefits incurred and loss adjustment expenses in the accompanying statutory statements of 
revenue and expenses. 

In accordance with SSAP No. 84, the following table summarizes the gross pharmacy rebate 
receivables included in admitted health care and other receivables in the accompanying 
statements of admitted assets, liabilities and surplus and the pharmacy rebates collected by 
quarter for 2019, 2018, and 2017:  

Quarter 

Estimated  
Pharmacy  
Rebates as  

Reported on  
Financial 

Statements  

Pharmacy  
Rebates as  

Billed or  
Otherwise  
Confirmed  

Actual Rebates  
Received 

Within 90 Days 
of Billing  

Actual Rebates  
Received 

Within 91 to 
180 Days of 

Billing  

Actual 
Rebates  
Received 

More than 181 
Days After 

Billing 

12/31/2019 $ 32,409,099  $ 32,409,099  $ -  $ -  $ - 

9/30/2019  37,222,346   37,222,346   36,963,112   -   - 

6/30/2019  56,554,808   56,554,808   55,832,379   219,447   - 

3/31/2019  39,411,645   39,411,645   39,018,971   -   161,474 

12/31/2018  29,286,451   29,286,451   28,890,678   205,376   79,375 

9/30/2018  35,112,475   35,112,475   34,969,900   142,575   - 

6/30/2018  46,560,483   46,560,483   46,344,117   216,366   - 

3/31/2018  32,699,931   32,699,931   32,699,931   -   - 

12/31/2017  25,799,613   25,799,613   24,333,998   1,404,638   60,977 

9/30/2017  28,052,853   28,052,853   28,042,862   -   9,991 

6/30/2017  27,246,040   27,246,040   27,209,756   11,737   24,547 

3/31/2017  28,113,407   28,113,407   28,111,744   -   1,663 

Amounts not collected within 90 days of invoice or confirmation date are nonadmitted. Pharmacy 
rebates receivable of $1,104,438 and $142,575 were nonadmitted at December 31, 2019 and 
2018, respectively.  

m. Benefits Incurred and Loss Adjustment Expenses: Benefits incurred and loss adjustment 
expenses include claim payments, capitation payments, pharmacy costs net of rebates, 
allocations of certain centralized expenses and various other costs incurred to provide health, 
dental and vision insurance coverage to members, as well as estimates of future payments to 
hospitals and others for medical care and other supplemental benefits provided on or prior to the 
date of the statements of admitted assets, liabilities and surplus. Capitation payments represent 
monthly contractual fees disbursed to participating primary care physicians, and other providers 
who are responsible for providing medical care to members. Pharmacy costs represent payments 
for members’ prescription drug benefits, net of rebates from drug manufacturers. Based on the 
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nature of the expense, loss adjustment expenses are allocated between benefits incurred and 
loss adjustment expense and selling, general and administrative expense.   

The estimates of future medical claim payments are estimated using actuarial methods and 
assumptions based upon claim payment patterns, medical cost inflation, historical development 
such as claim inventory levels and claim receipt patterns, and other relevant factors.  
Corresponding administrative costs to process outstanding claims are estimated and accrued.  
The Company continually reviews estimates of future payments relating to claims costs for 
services incurred in the current and prior periods and adjusts as necessary.   

Benefits expense is recognized in the period in which services are provided and includes an 
estimate of the cost of services which have been incurred but not yet reported, or IBNR. The 
Company’s reserving practice is to consistently recognize the actuarial best point estimate within 
a level of confidence required by actuarial standards. Actuarial standards of practice generally 
require a level of confidence such that the liabilities established for IBNR have a greater 
probability of being adequate versus being insufficient, or such that the liabilities established for 
IBNR are sufficient to cover obligations under an assumption of moderately adverse conditions. 
Adverse conditions are situations in which the actual claims are expected to be higher than the 
otherwise estimated value of such claims at the time of the estimate. Therefore, in many 
situations, the claim amounts ultimately settled will be less than the estimate that satisfies the 
actuarial standards of practice. 

The Company reassesses the profitability of its contracts for providing insurance coverage to its 
members when current operating results or forecasts indicate probable future losses. The 
Company establishes a premium deficiency reserve in the current year to the extent that the sum 
of expected future costs, claim adjustment expenses, and maintenance costs exceeds related 
future premiums under contracts. For purposes of determining premium deficiencies, contracts 
are grouped in a manner consistent with how the Company’s policies are marketed, serviced, 
and measured for the profitability of such contracts. Losses recognized as a premium deficiency 
result in a beneficial effect in subsequent periods as operating losses under these contracts are 
charged to the liability previously established.  

The Company recorded premium deficiency liabilities of $2,021,000 at December 31, 2019 but 
determined that no premium deficiency liability should be recorded at December 31, 2018. The 
liability at December 31, 2019 is included in aggregate health policy reserves in the 
accompanying statements of admitted assets, liabilities and surplus.   

Management believes the Company’s benefits and loss adjustment expenses payable are 
adequate to cover future claims payments required. However, such estimates are based on 
knowledge of current events and anticipated future events. Therefore, the actual liability could 
differ materially from the amounts provided. 

n. Nonadmitted Assets: Nonadmitted assets, which typically consist of premiums receivable past 
due in excess of 90 days, deferred tax assets in excess of certain limits, electronic data 
processing software in excess of certain limits, prepaid commissions and expenses, deposits, 
pharmacy rebates and other receivables past due in excess of 90 days from the invoice date, are 
excluded from the statements of admitted assets, liabilities and surplus by direct charges to 
unassigned surplus in accordance with SSAP No. 4, Assets and Nonadmitted Assets (SSAP No. 
4). 

o. Going Concern Considerations:  Management of the Company has evaluated the Company’s 
ability to continue as a going concern under SSAP No. 1, Accounting Policies, Risks & 
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Uncertainties, and Other Disclosures (SSAP No. 1). Based on this evaluation, Management has 
determined that there is no substantial doubt about the Company’s ability to continue as a going 
concern. 

p. Subsequent Events: The Company evaluated subsequent events through April 30, 2020, the 
date these financial statements were issued or available to be issued. 

On January 1, 2020, the Company will be subject to the annual fee under Section 9010 of the 
HCRL as described in Note 2(b). The Consolidated Appropriations Act enacted on December 18, 
2015, included a one-time one year suspension in 2017 of the health insurance industry fee. The 
Continuing Resolution bill, H.R. 195, enacted on January 22, 2018, included a one year 
suspension in 2019 of the health insurance industry fee, but the fee has resumed for calendar 
year 2020. No segregation was recorded within special surplus for the annual health insurance 
industry fee related to the 2018 data year due to the moratorium. The further consolidated 
Appropriations Act 2020, enacted on December 20, 2019, permanently repealed the health 
insurance industry fee for calendar years 2021 and thereafter. In 2018, the Company was subject 
to an annual fee under section 9010 of the HCRL. This annual health insurance industry fee was 
allocated to individual health insurers based on the ratio of the amount of the entity’s net 
premiums written during the preceding calendar year to the amount of health insurance for any 
U.S. health risk that was written during the preceding calendar year. The 2018 health insurance 
industry fee was paid September 30, 2018. The impact of the annual health insurance industry 
fee on the Company's operations as of December 31, 2019 and 2018 were as follows: 

   2019 2018 
          
HCRL fee assessment payable $ 44,204,567 $ - 
HCRL fee assessment paid  -   38,168,921 
Premium written subject to HCRL 9010 assessment  2,223,799,173   - 
Total Adjusted Capital Level before surplus adjustment   279,634,856   252,866,515 
Total Adjusted Capital Level after surplus adjustment   235,430,289   252,866,515 
Authorized Control Level after surplus adjustment   65,262,954   57,986,150 
 

The Company is not aware of any events or transactions occurring subsequent to the balance 
sheet date, but before the issuance of the financial statements which may have a material effect 
on its financial condition.  
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3. Bonds 

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2019 and 2018 
were as follows: 

 
  2019 

   Book/Adjust
ed Carrying 

Value 

Gross 
Unrealized 

Gains 

Gross 
Unrealized 

Losses 
Estimated 
Fair Value 

   
   

       
U. S. Governments $ 5,917,815 $  114,078 $ (27,067) $ 6,004,826 
States, territories and 

possessions 73,422,668 2,447,292 (810) 75,869,150 
Political subdivisions of states, 

territories and possessions 56,152,055 1,221,393 (58,447) 57,315,001 
Special revenue and special 

assessment obligations and 
all non-guaranteed 
obligations of agencies and 
authorities of governments 
and their political 
subdivisions 130,494,906 2,777,785 (192,874) 133,079,817 

Industrial and miscellaneous 138,736,326 2,997,160 (113,937) 141,619,549 

 Total bonds $ 404,723,770 $ 9,557,708 $ (393,135) $ 413,888,343 

 
2018 

  Book/Adjust
ed Carrying 

Value 

Gross 
Unrealized 

Gains 

Gross 
Unrealized 

Losses 
Estimated 
Fair Value 

  
  

      
U. S. Governments $ 43,533,781 $  83,757  $ (1,728,206) $ 41,889,332 
States, territories and 

possessions 119,014,807 1,840,546  (213,049) 120,642,304 
Political subdivisions of states, 

territories and possessions 48,454,630 550,705  (295,501) 48,709,834 
Special revenue and special 

assessment obligations and 
all non-guaranteed 
obligations of agencies and 
authorities of governments 
and their political 
subdivisions 73,774,615 553,576  (654,852) 73,673,339 

Industrial and miscellaneous 156,741,454 561,760  (2,886,944) 154,416,270 

Total bonds $ 441,519,287 $ 3,590,344  $ (5,778,552) $ 439,331,079 
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The book/adjusted carrying value and estimated fair value of bonds and short-term investments at 
December 31, 2019, by contractual maturity, are shown below. Expected maturities may differ from 
contractual maturities because borrowers may have the right to call or prepay obligations with or without 
call or prepayment penalties and because most structured securities provide for periodic payments 
through their lives. 

   Book/Adjusted 
Carrying Value 

Estimated 
Fair Value    

     
Due in one year or less $ 68,786,791 $ 69,138,977 

Due after one year through five years 204,891,346 209,565,552 

Due after five years through ten years 73,258,460 75,283,856 

Due after ten years 28,222,225 29,124,296 

Mortgage and asset-backed securities 31,065,253 32,275,967 

  $ 406,224,075 $ 415,388,648 

 
The detail of realized gains (losses) of bonds for the years ended December 31, 2019 and 2018 were 
as follows: 
 
     2019  2018 

           
Gross realized gains $ 260,773  $ 64,943 
Gross realized losses   (83,852)    (24,551) 

Net realized gains  $ 176,921 $ 40,392 

 
Gross unrealized losses and fair values aggregated by investment category and length of time that 
individual securities have been in a continuous unrealized loss position at December 31, 2019 and 
2018 were as follows: 
 

    2019 

    Less Than 12 Months  12 Months or More  Total 

    Fair Unrealized  Fair Unrealized  Fair Unrealized 
    Value Losses  Value Losses  Value Losses 

             
U.S. Governments $ - $ -  $ 2,091,701 $ (27,067)  $ 2,091,701 $ (27,067) 

States, territories and 
possessions 

 
-  -   487,227  (810)   487,227  (810) 

Political subdivisions of   
states, territories and  
possessions 

 

2,889,067  (56,292)   2,377,163  (2,155)   5,266,230  (58,447) 
Special revenue and 

special assessment 
obligations and all non- 
guaranteed obligations of 
agencies and authorities 
of governments and their 
political subdivisions 

 

9,828,982 (81,419)   19,627,549  (111,455)   29,456,531  (192,874) 
Industrial and misc.   - -  20,896,697 (113,937)  20,896,697 (113,937) 

 Total invested assets $ 12,718,049 $ (137,711)  $ 45,480,337 $ (255,424)  $ 58,198,386 $ (393,135) 
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    2018 

    Less Than 12 Months  12 Months or More  Total 

    Fair Unrealized  Fair Unrealized  Fair Unrealized 
 

   Value Losses  Value Losses  Value Losses 

             
U.S. Governments $ 10,697,561 $ (242,275)  $ 29,803,778 $ (1,485,930)  $ 40,501,339 $ (1,728,205) 
States, territories and 

possessions 
 

14,056,982  (62,726)   15,005,393  (150,323)   29,062,375  (213,049) 
Political subdivisions of   

states, territories and  
possessions 

 

7,330,172  (24,510)   12,124,742  (270,991)   19,454,914  (295,501) 

Special revenue and 
special assessment 
obligations and all non- 
guaranteed obligations 
of agencies and 
authorities of 
governments and their 
political subdivisions 

 

12,290,258  (35,142)   31,343,779  (619,710)   43,634,037  (654,852) 
Industrial and misc.   38,975,900 (606,955)  80,845,382 (2,279,990)   119,821,282 (2,886,945) 

 
Total invested 

assets $ 83,350,873 $ (971,608)  $ 169,123,074 $ (4,806,944)  $ 252,473,947 $ (5,778,552) 

 
The unrealized loss from all securities was generated from 28 investment positions at December 31, 
2019. All issuers of securities the Company owns that were trading at an unrealized loss at 
December 31, 2019 remain current on all contractual payments. After taking into account these and 
other factors previously described, the Company believes these unrealized losses primarily were 
caused by an increase in market interest rates in the current markets since the time the securities 
were purchased. At December 31, 2019, the Company did not intend to sell the securities with an 
unrealized loss position, and it is not likely that the Company will be required to sell these securities 
before recovery of their amortized cost basis. As a result, the Company believes that the securities 
with an unrealized loss were not other-than-temporarily impaired at December 31, 2019.   

Unrealized gains or losses on bonds deemed temporary are included as an adjustment to surplus in 
the statutory financial statements. 

4. Income Taxes 

The components of the net admitted deferred tax assets and deferred tax liabilities by character as 
of December 31, 2019 and 2018 were as follows: 

   2019 

   Ordinary  Capital  Total 

        
Gross deferred tax assets $ 4,595,881  $ -  $ 4,595,881 

Statutory valuation allowance adjustment   -    -    - 

 Adjusted gross deferred tax assets  4,595,881   -   4,595,881 

Deferred tax assets nonadmitted   (140,442)    -    (140,442) 

 Subtotal net admitted deferred tax assets  4,455,439   -   4,455,439 

Gross deferred tax liabilities   (209,744)    -    (209,744) 

 Net admitted deferred tax asset/(liability) $ 4,245,695  $ -  $ 4,245,695 
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   2018 

   Ordinary  Capital  Total 

           
Gross deferred tax assets $  3,463,924  $ 31,146  $ 3,495,070 

Statutory valuation allowance adjustment   -    (31,146)    (31,146) 

 Adjusted gross deferred tax assets  3,463,924   -   3,463,924 

Deferred tax assets nonadmitted   (79,830)    -    (79,830) 

 Subtotal net admitted deferred tax assets  3,384,094   -   3,384,094 

Gross deferred tax liabilities   (279,921)    -    (279,921) 

 Net admitted deferred tax asset/(liability) $  3,104,173  $ -  $ 3,104,173 

 
None of the Company’s ordinary (or capital) adjusted gross or net admitted DTAs were generated 
using tax planning strategies. There are no temporary differences for which a DTL has not been 
established. 

The amount of admitted adjusted gross deferred tax assets under SSAP No. 101, Income Taxes 
(SSAP No. 101) as of December 31, 2019 and 2018 were as follows: 

    December 31, 2019 
    Ordinary  Capital  Total 

            
Federal income taxes paid in prior years recoverable 
through loss carrybacks 

 
$   4,186,108  $ -  $ 4,186,108 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
59,587 - 59,587 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   59,587 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   41,308,374 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  209,744    -    209,744 

 
Deferred tax assets admitted as the result of 
application of SSAP No. 101 total  $   4,455,439  $ -  $ 4,455,439 

 

    December 31, 2018 
    Ordinary  Capital  Total 

            
Federal income taxes paid in prior years recoverable 
through loss carrybacks 

 
$   3,042,962  $ -  $ 3,042,962 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
 61,211   -   61,211 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   61,211 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   37,464,351 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  279,921    -    279,921 

 
Deferred tax assets admitted as the result of 

application of SSAP No. 101 total  $   3,384,094  $ -  $ 3,384,094 
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The ratio percentage used to determine recovery period and threshold limitation amount was as 
follows: 

    2019  2018 

         
Ratio percentage used to determine recovery period   

    
  and threshold limitation amount   422%   431% 

Amount of adjusted capital and surplus used to determine   
    

  recovery period and threshold limitation  $ 275,389,161  $ 249,762,339 

 
The Company’s tax planning strategies do not include the use of reinsurance. 

The significant components of federal income taxes incurred for the years ended December 31, 2019 
and 2018 consisted of the following: 

    2019  2018 

         
Current year income tax provision  $ 20,634,286  $ 16,036,199 

Revisions in prior years’ estimated taxes    (31,003)     (2,500,849) 
Federal income tax expense excluding the tax on realized 

capital gains (losses) and before change in net deferred 
income taxes 

  

20,603,283 

 

 13,535,350 

Tax on realized capital gains (losses)   37,154  
 (7,157) 

Change in net deferred income taxes    (1,202,134)    4,740,495 

Total statutory income taxes $ 19,438,303   $ 18,268,688  
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs 
in the Company’s statements of admitted assets, liabilities and surplus at December 31, 2019 and 
2018 were as follows: 

    2019  2018  Change 

            
DTAs resulting from book/tax 
differences in 

  
       

Ordinary           

 Discounting of unpaid losses  $ 3,188,518  $ 2,099,628  $ 1,088,890 

 Advance premiums  
 212,465   270,553   (58,088) 

 Policyholder reserves  
 -   -   - 

 Investments  
 -   -   - 

 Deferred acquisition costs  
 251,320   190,472   60,848 

 Policyholder dividends accrual  
 -   -   - 

 Fixed assets  
 243,601   303,310   (59,709) 

 Compensation and benefit accruals  
 -   -   - 

 Pension accruals  
 -   -   - 

 Receivables - nonadmitted  
 -   -   - 

 Net operating loss carryforwards  
 -   -   - 

 Tax credit carryforward  
 -   -   - 

 Other   -   -   - 

 Bad debts  
 63,723   279,493   (215,770) 

 Accrued litigation  
 -   -   - 

CMS Rx reserves  306,097 113,230 192,867 

 CMS risk corridor – ACA   -   -   - 

 Medicare risk adjustment data  
 -   -   - 

 Miscellaneous reserves    296,132    157,635    138,497 

 Accrued lease   4,696   10,498   (5,802) 

 Section 197 intangibles   29,329   39,105   (9,776) 

 Reinsurance fee   -   -   - 

 Provider contracts   -   -   - 

  Gross ordinary DTAs  
 4,595,881   3,463,924   1,131,957 

Statutory valuation allowance adjustment  
 -   -   - 

Nonadmitted ordinary DTAs    (140,442)    (79,830)    (60,612) 

  Admitted ordinary DTAs  
 4,455,439   3,384,094   1,071,345 

Capital           

 Investments  
 -   31,146   (31,146) 

 Net capital loss carryforwards  
 -   -   - 

 Real estate  
 -   -   - 

 Other    -    -    - 

  Gross capital DTAs  
 -   31,146   (31,146) 

Statutory valuation allowance adjustment  
 -   (31,146)   31,146 

Nonadmitted capital DTAs    -    -    - 

  Admitted capital DTAs    -    -    - 

  Admitted DTAs  $ 4,455,439  $ 3,384,094  $ 1,071,345 
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    2019  2018  Change 

            
DTLs resulting from book/tax differences in   

       
Ordinary           

 Investments  $ -  $ -  $ - 

 Fixed assets  
 -   -   - 

 Deferred and uncollected premium  
 -   -   - 

 Policyholder reserves  
 -   -   - 

 Other  
 -   -   - 

 Premium acquisition expense    (5,777)    (8,714)    2,937 

 CMS Rx reserve   -   -   - 

 Reserve transition adjustment   (203,967)   (271,207)   67,240 

  Ordinary DTLs    (209,744)    (279,921)    70,177 

Capital           

 Investments  
 -   -   - 

 Real estate  
 -   -   - 

 Other     -    -    - 

  Capital DTLs    -    -    - 

  DTLs    (209,744)    (279,921)    70,177 

  Net deferred tax assets/(liabilities)  $ 4,245,695  $ 3,104,173  $ 1,141,522 

The Company considers all available sources of income in determination of the need for a statutory 
valuation allowance. There is no statutory valuation allowance on the DTA as the tax allocation 
agreement between the Company and Humana grants the Company the enforceable right to be paid 
for future losses it may incur. There is no DTA generated by the Company which Humana does not 
expect the consolidated tax filing group to benefit from.   

The change in nonadmitted deferred tax assets from December 31, 2018 to 2019 was an increase 
of $60,612. The change in nonadmitted deferred tax assets from December 31, 2017 to 2018 was a 
decrease of $1,240,511. 

The provision for federal income taxes incurred is different from that which would be obtained by 
applying the statutory federal income tax rate to income before income taxes due principally to the 
tax-exempt interest, proration and other, including prior year true-up in 2019.   

The Company had no net operating loss carryforwards at December 31, 2019 or 2018. 

The following table demonstrates the income tax expense for 2018 and 2019 that is available for 
recoupment in the event of future net losses: 

  Ordinary  Capital  Total 

2018 $ 15,535,063  $ (7,157)  $ 15,527,906 

2019  20,634,286   37,154   20,671,440 

  $ 36,169,349  $ 29,997  $ 36,199,346 

There are no deposits admitted under IRC § 6603, Deposits Made to Suspend Running of Interest 
on Potential Underpayments. 

The Company is included in the consolidated federal income tax return of Humana and its wholly 
owned subsidiaries. Under a written agreement, Humana allocates its federal income tax liability 
among the subsidiaries of the consolidated return group (including the Company) based on the ratio 
that each subsidiary's separate return tax liability for the year bears to the sum of the separate return 
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liabilities of all subsidiaries. Benefits for net operating losses are recognized currently. The final 
settlement under this agreement is made after the annual filing of the consolidated income tax return. 

As part of the consolidated income tax return of Humana, the Company has accrued no tax 
contingencies during 2019 or 2018.   

As of December 31, 2019, there were no positions for which management believes it is reasonably 
possible that the total amounts of tax contingencies will significantly increase or decrease within 
12 months of the reporting date. Humana files income tax returns in U.S. federal jurisdiction and 
several state jurisdictions. The U.S. Internal Revenue Service (IRS) has completed its examinations 
of Humana’s consolidated income tax returns for 2017 and prior years. Humana’s 2018 tax return is 
in the post-filing review period under the Compliance Assurance Process (CAP). Humana’s 2019 tax 
return is under advance review by the IRS under CAP. Humana is not aware of any material 
adjustments that may be proposed as a result of any ongoing or future examinations. 

The names of the entities with whom the Company’s federal income tax return is consolidated for the 
current year include the following: 

 HUMANA INC. AND SUBSIDIARIES INCLUDED IN 2019 CONSOLIDATED FEDERAL INCOME TAX RETURN 

   
 CALENDAR YEAR ENDED DECEMBER 31, 2019 

 AFFILIATIONS SCHEDULE 

 CORPORATE NAME AND EMPLOYER IDENTIFICATION NUMBER 

 THE ADDRESS OF EACH COMPANY IS:   P. O. BOX 740026, LOUISVILLE, KY 40201    

   EMPLOYER 

 CORP.  IDENTIFICATION 

 NO. CORPORATION NAME NUMBER 

1 HUMANA INC.   61-0647538 

2 154TH STREET MEDICAL PLAZA, INC.   65-0851053 

3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-OWNERS, 
INC.   

20-5309363 

4 54TH STREET MEDICAL PLAZA, INC.   65-0293220 

5 AMERICAN ELDERCARE, INC.   65-0380198 

6 ARCADIAN HEALTH PLAN, INC.   20-1001348 

7 CAC MEDICAL CENTER HOLDINGS, INC.   30-0117876 

8 CAC-FLORIDA MEDICAL CENTERS, LLC  26-0010657 

9 CARENETWORK, INC.   39-1514846 

10 CAREPLUS HEALTH PLANS, INC.   59-2598550 

11 CARITEN HEALTH PLAN INC.   62-1579044 

12 CHA HMO, INC.   61-1279717 

13 CHA SERVICE COMPANY, INC.   61-1279716 

14 COMPBENEFITS COMPANY  59-2531815 

15 COMPBENEFITS CORPORATION  04-3185995 

16 COMPBENEFITS DENTAL, INC.   36-3686002 

17 COMPBENEFITS DIRECT, INC.   58-2228851 

18 COMPBENEFITS INSURANCE COMPANY  74-2552026 

19 COMPLEX CLINICAL MANAGEMENT, INC.   45-3713941 
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20 CONTINUCARE CORPORATION  59-2716023 

21 CONTINUCARE MEDICAL MANAGEMENT, INC.   65-0791417 

22 CONTINUCARE MSO, INC.   65-0780986 

23 DENTAL CARE PLUS MANAGEMENT, CORP.   36-3512545 

24 DENTICARE, INC.   76-0039628 

25 EDGE HEALTH MSO, INC.   84-2214810 

26 EDGE HEALTH, P.C.   84-2752906 

27 EMPHESYS INSURANCE COMPANY  31-0935772 

28 EMPHESYS, INC.   61-1237697 

29 FAMILY PHYSICIANS OF WINTER PARK, INC.   59-3164234 

30 FPG ACQUISITION CORP.   81-3802918 

31 FPG ACQUISITION HOLDINGS CORP.   81-3819187 

32 FPG HOLDING COMPANY, LLC  32-0505460 

33 HARRIS, ROTHENBERG INTERNATIONAL, INC.   27-1649291 

34 HEALTH VALUE MANAGEMENT, INC.   61-1223418 

35 HUMANA ACTIVE OUTLOOK, INC.   20-4835394 

36 HUMANA AT HOME (DALLAS), INC.   75-2739333 

37 HUMANA AT HOME (HOUSTON), INC.   76-0537878 

38 HUMANA AT HOME (SAN ANTONIO), INC.   01-0766084 

39 HUMANA AT HOME (TLC), INC.   75-2600512 

40 HUMANA AT HOME 1, INC.   65-0274594 

41 HUMANA AT HOME, INC.   13-4036798 

42 HUMANA BENEFIT PLAN OF ILLINOIS, INC.   37-1326199 

43 HUMANA BENEFIT PLAN OF SOUTH CAROLINA, INC.   84-3226630 

44 HUMANA BENEFIT PLAN OF TEXAS, INC. (f/k/a HUMANA BEHAVIORAL 
HEALTH, INC.)   

75-2043865 

45 HUMANA DENTAL COMPANY  59-1843760 

46 HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES, 
INC. (f/k/a TRANSCEND INSIGHTS, INC.)   

80-0072760 

47 HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.   46-4912173 

48 HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC.   58-2209549 

49 HUMANA GOVERNMENT BUSINESS, INC.   61-1241225 

50 HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.   72-1279235 

51 HUMANA HEALTH COMPANY OF NEW YORK, INC.   26-2800286 

52 HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.   61-1041514 

53 HUMANA HEALTH PLAN OF CALIFORNIA, INC.   26-3473328 

54 HUMANA HEALTH PLAN OF OHIO, INC.   31-1154200 

55 HUMANA HEALTH PLAN OF TEXAS, INC.   61-0994632 

56 HUMANA HEALTH PLAN, INC.   61-1013183 

57 HUMANA HEALTHCARE RESEARCH, INC.   42-1575099 

58 HUMANA HOME ADVANTAGE (TX), P.A.   81-0789608 

59 HUMANA INNOVATION ENTERPRISES, INC.   61-1343791 

60 HUMANA INSURANCE COMPANY  39-1263473 

61 HUMANA INSURANCE COMPANY OF KENTUCKY  61-1311685 

62 HUMANA INSURANCE COMPANY OF NEW YORK  20-2888723 

63 HUMANA MARKETPOINT, INC.   61-1343508 

64 HUMANA MEDICAL PLAN OF MICHIGAN, INC.   27-3991410 

65 HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.   27-4460531 

66 HUMANA MEDICAL PLAN OF UTAH, INC.   20-8411422 
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67 HUMANA MEDICAL PLAN, INC.   61-1103898 

68 HUMANA PHARMACY SOLUTIONS, INC.   45-2254346 

69 HUMANA PHARMACY, INC.   61-1316926 

70 HUMANA REAL ESTATE COMPANY (f/k/a PRESERVATION ON MAIN, 
INC.)   

20-1724127 

71 HUMANA REGIONAL HEALTH PLAN, INC.   20-2036444 

72 HUMANA VETERANS HEALTHCARE SERVICES, INC.   20-8418853 

73 HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE 
CORPORATION  

39-1525003 

74 HUMANADENTAL INSURANCE COMPANY  39-0714280 

75 HUMANADENTAL, INC.   61-1364005 

76 HUMCO, INC.   61-1239538 

77 HUM-e-FL, INC.   61-1383567 

78 MANAGED CARE INDEMNITY, INC.   61-1232669 

79 MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS  27-4379634 

80 METCARE OF FLORIDA, INC.   65-0879131 

81 METROPOLITAN HEALTH NETWORKS, INC.   65-0635748 

82 PARTNERS IN INTEGRATED CARE, INC.   47-2905609 

83 PARTNERS IN PRIMARY CARE (GA), P.C.   83-2624178 

84 PARTNERS IN PRIMARY CARE (KS), P.C.   82-2000699 

85 PARTNERS IN PRIMARY CARE (NC), P.C.   82-1926920 

86 PARTNERS IN PRIMARY CARE, P.A.   47-1161014 

87 PHP COMPANIES, INC.   62-1552091 

88 PREFERRED HEALTH PARTNERSHIP, INC.   62-1250945 

89 PRIMARY CARE HOLDINGS, INC.   46-1225873 

90 ROHC, LLC  75-2844854 

91 SENIORBRIDGE FAMILY COMPANIES (FL), INC.   65-1096853 

92 SENIORBRIDGE FAMILY COMPANIES (NY), INC.   36-4484443 

93 TEXAS DENTAL PLANS, INC.   74-2352809 

94 THE DENTAL CONCERN, INC.   52-1157181 

95 TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.   47-2770181 

96 TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.   47-2111323 

97 TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.   47-2750105 

98 TRANSCEND POPULATION HEALTH MANAGEMENT, LLC  46-5329373 
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5. Benefits and Loss Adjustment Expenses Payable  

Activity in benefits and loss adjustment expenses payable for the years ended December 31, 2019 
and 2018 are summarized as follows: 

  2019  2018 

       
Balance at January 1, $ 171,420,855  $ 189,459,246 

Benefits incurred and loss adjustment expenses related to      

 Current year  1,975,163,533   1,755,624,658 

 Prior year   (7,829,493)    (17,862,658) 

   1,967,334,040   1,737,762,000 

Benefits and loss adjustment expenses paid related to        

 Current year  1,770,247,244   1,598,384,131 

 Prior year   158,356,424   157,416,260 

   1,928,603,668   1,755,800,391 

Balance at December 31, $ 210,151,227  $ 171,420,855 

 
Benefits and loss adjustment expenses payable at December 31, 2018 and 2017 ultimately settled 
during 2019 and 2018 for $7,829,493 and $17,862,658 less, respectively, than the amounts originally 
estimated as a result of favorable developments of unpaid claims and claim adjustment expenses 
principally on Medicare operations. These favorable developments were generally the result of 
ongoing analysis of recent loss development trends. Original estimates are increased or decreased 
as additional information becomes known regarding individual claims. The Company did not record 
any adjustments to premiums related to prior period claims development. 

6. Dividend Restrictions 

Dividends or returns of capital to shareholders are noncumulative and are paid as determined by the 
Board of Directors.  In accordance with the Department statutes, the maximum amount of dividends 
or returns of capital to shareholders which can be paid by the Company without prior approval by the 
Department is the lesser of 10% of total surplus, or the greater of net operating gain for the calendar 
year preceding the dividend or for the 3 calendar years preceding the dividend less dividends paid 
for the most recent 2 of those calendar years. Based on these restrictions, the Company could have 
paid a maximum dividend or return of capital to shareholders of approximately $25,280,000 in 2019 
without prior regulatory approval. 

Dividends or returns of capital to shareholders paid by the Company are listed below. These 
dividends or returns of capital to shareholders are included as dividends or returns of capital paid 
from unassigned surplus in the accompanying statements of changes in surplus depending on the 
Company’s position each year, in accordance with state regulations. Extraordinary amounts have 
been approved by the Department. 

   Dividend or Return of Capital 

Amount  

Date Paid    Ordinary  Extraordinary  

Dividend $ 25,280,000 $ 24,720,000  April 30, 2019 
 Total paid in 2019 $ 25,280,000 $ 24,720,000   

        

Dividend $ 4,420,000 $ 77,580,000  April 20, 2018 
 Total paid in 2018 $ 4,420,000 $ 77,580,000   
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7. Risk Based Capital Requirements 

The Company is required to report an assessment of its solvency based upon the NAIC’s Managed 
Care Organizations RBC analysis formulas. This RBC requirement, referred to as ACL, is the 
minimum level of capital deemed necessary for a health insurer based on the assets held and 
business written.  The state of Louisiana has passed legislation to adopt RBC. The Company’s Total 
Adjusted Capital must be equal to or above its ACL RBC of $65,262,954 or the Company, under the 
discretion of the Commissioner of the Department, could be placed under regulatory control.   

In addition, the Company must comply with the regulations of the state of Louisiana which require a 
minimum capital and surplus level of $130,525,908 or the Company could be subject to regulatory 
action. The Company maintained capital and surplus of $279,634,856 and $252,866,515 as of 
December 31, 2019 and 2018, respectively. 

8. Related Party Transactions 

The Company has a written management agreement with Humana and other related parties whereby 
the Company is provided with medical and executive management, information systems, claims 
processing, billing and enrollment, and telemarketing and other services as required by the Company.  
These fees are allocated to benefits incurred and loss adjustment expenses and selling, general and 
administrative expenses based on the nature of the services performed. Management fee expenses 
related to services which are shared with other related parties are allocated to the Company using a 
method that approximates an amount as if the expense had been incurred solely by the Company.   

As a part of this agreement, Humana makes cash disbursements on behalf of the Company which 
include, but are not limited to, general and administrative expenses and payroll.  

A wholly owned insurance subsidiary of Humana insures certain professional liability risks for the 
Company. Included in selling, general and administrative expenses are charges for such coverage 
of $264,508 and $390,802 for the years ended December 31, 2019 and 2018, respectively. 

Employees supporting the Company participate in stock based compensation plans that are 
sponsored by Humana for which the Company has no legal obligation. The costs associated with 
these plans are being allocated to the Company based on detailed cost examination and interview 
processes. As of December 31, 2019 and 2018 total allocated expenses associated with these plans 
were $2,379,744 and $1,800,792, respectively, and are included in the management fee noted below. 

Transactions under management agreements and service contracts charged to operations for the 
years ended December 31, 2019 and 2018 were $222,278,616 and $192,099,708, respectively which 
are recorded as a charge to benefits incurred and loss adjustment expenses and selling, general and 
administrative expenses in the accompanying statutory statements of revenue and expenses. These 
transactions include the expense incurred under the inter-company tax sharing agreement, discussed 
in Note 4, which were $23,875,644 and $18,093,249 for the years ended December 31, 2019 and 
2018, respectively. The Company continues to be primarily liable for any outstanding payments made 
on behalf of the Company should Humana not be able to fulfill its obligations. 

The Company reported $16,197,204 and $43,398,493 due from and to Humana at December 31, 
2019 and 2018, respectively, all of which was settled between the Company and Humana subsequent 
to both year ends. 

In the ordinary course of business, the Company also directly contracts with related parties to provide 
services that are routine in nature to its members. The administrative services, access fees, and cost 
of care services provided are determined within each individual agreement. These amounts are 
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included in benefits incurred and loss adjustment expenses as well as selling, general and 
administrative expenses in the statutory statements of revenue and expenses.  

The following table identifies the amount for the administrative services, access fees, and cost of care 
services provided by related parties for the years ended December 31, 2019 and 2018, which meet 
the disclosure requirements pursuant to SSAP No. 25, Affiliate and Other Related Parties (SSAP No. 
25): 

   2019  2018 
SeniorBridge and Humana At Home, Inc. $ 18,409,488 $ 20,492,365 

SeniorBridge and Humana at Home, Inc. provide in-home care as well as telephonic care 
management to eligible Humana members. 

In addition to the related parties above, the Company also has a contracted relationship with Humana 
Pharmacy Solutions, Inc. (HPS). HPS is responsible for designing pharmacy benefits, including 
defining member co-share responsibilities, determining formulary listings, contracting with retail 
pharmacies, confirming member eligibility, reviewing drug utilization, and processing claims for 
Humana entities. HPS has various contracts with pharmacy manufacturers to provide the Company 
with purchase discounts and volume rebates on certain prescription drugs utilized by its members. 
The Company has an agreement with HPS to collect pharmacy rebates on its behalf and remit them 
to the Company on a monthly basis. Any pharmacy rebates not yet received by but due from the 
pharmacy manufacturers are included in health care and other receivables in the statements of 
admitted assets, liabilities and surplus. See Note 2(l) for further consideration of related pharmacy 
rebates. The Company had $588,521,643 and $504,944,099 of administrative service and 
prescription costs in 2019 and 2018, respectively, with HPS. The prescription costs included in fees 
paid to HPS are gross of the pharmacy rebates that the Company receives, and also includes 
payments for Medicare Part D claims that CMS reimburses the Company for through the Coverage 
Gap, Low Income and Reinsurance subsidies, discussed in Note 2(j).  

Included in the payments to HPS are also costs incurred from Humana Pharmacy, Inc. Humana 
Pharmacy, Inc. provides covered members with prescription services through use of the mail order 
as well as brick and mortar locations. These services are limited to maintenance medication 
prescription drug and allied services and supplies normally provided to the general public in the 
ordinary course of pharmacy business. The Company had $180,810,672 and $158,924,835 of 
prescription costs in 2019 and 2018, respectively, with Humana Pharmacy, Inc. 

The Company received no capital contributions in the years ended December 31, 2019 or 2018.      

Humana forgave $640,194 of the Company’s tax liability due to Humana as part of the Company’s 
tax sharing agreement during 2019. The portion of the tax balance being forgiven is associated with 
an issue that is currently subject to IRS Appeals. The forgiveness was accounted for as contributed 
surplus per SSAP No. 72 Surplus and Quasi-Reorganizations (SSAP No. 72). 

9. Lease Commitments 

The Company has entered into operating leases for medical and administrative office space and 
equipment with lease terms of one year. Operating lease rental payments charged to expenses for 
the years ended December 31, 2019 and 2018 was $1,437,327 and $1,495,380, respectively, which 
are included in selling, general and administrative expenses in the accompanying statements of 
revenue and expenses.   
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Future minimum rental payments required under operating leases as of December 31, 2019, which 
have initial or remaining noncancelable lease terms in excess of one year, were as follows: 

Years Ended December 31,  
2020 $ 86,118 
2021  - 
2022  - 
2023  - 
2024  - 
Thereafter  - 

 Total minimum lease payments $ 86,118 

10. Contingencies and Concentrations of Risk 

a. CMS Contracts: The Company’s MA and Medicare Part D contracts (the Contracts) with CMS 
are renewed generally for a calendar year term unless CMS notifies the Company of its decision 
not to renew by May 1 of the calendar year in which the contract would end, or the Company 
notifies CMS of its decision not to renew by the first Monday in June of the calendar year in which 
the contract would end. Earned premiums relating to the Contracts were $1,891,053,121 and 
$1,637,387,185 for the years ended December 31, 2019 and 2018, respectively. The loss of the 
Contracts or significant changes in the Medicare program as a result of legislative or regulatory 
action, including reductions in premium payments, or increases in member benefits or changes 
to member eligibility criteria without corresponding increases in premium payments, may have a 
material adverse effect on the Company’s statutory statements of admitted assets, liabilities and 
surplus, and related statutory statements of revenue and expenses, changes in surplus, and cash 
flows. All material contracts between the Company and CMS relating to its Medicare products 
have been renewed for 2020, and all product offerings filed with CMS for 2020 have been 
approved.   

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members. The risk-adjustment model, which CMS implemented pursuant to 
the BBA and BIPA, generally, pays more where a plan’s membership has higher expected costs.  
Under this model, rates paid to MA plans are based on actuarially determined bids, which include 
a process whereby prospective payments are based on the Company’s estimated cost of 
providing standard Medicare-covered benefits to an enrollee with a “national average risk profile.”  
That baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership. Under the risk-adjustment methodology, all MA plans must collect and submit the 
necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician 
providers to CMS within prescribed deadlines. The CMS risk-adjustment model uses the 
diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS adjusts 
for coding pattern differences between the health plans and the government fee-for-service 
program. The Company generally relies on providers, including certain providers in its network 
who are employees of affiliates of the Company, to code their claim submissions with appropriate 
diagnoses, which the Company sends to CMS as the basis for the Company’s payment received 
from CMS under the actuarial risk-adjustment model. The Company also relies on these 
providers to document appropriately all medical data, including the diagnosis data submitted with 
claims. In addition, the Company conducts medical record reviews as part of its data and payment 
accuracy compliance efforts, to more accurately reflect diagnosis conditions under the risk 
adjustment model. These compliance efforts include the internal contract level audits described 
in more detail below as well as ordinary course reviews of the Company’s internal business 
processes. 
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CMS is phasing-in the process of calculating risk scores using diagnoses data from the RAPS to 
diagnoses data from the EDS. The RAPS process requires MA plans to apply a filter logic based 
on CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions 
through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the 
risk adjustment filtering logic to determine the risk scores. For 2019, 25% of the risk score was 
calculated from claims data submitted through EDS. CMS will increase that percentage to 50% 
in 2020 and has proposed to increase that percentage to 75% in 2021. The phase-in from RAPS 
to EDS could result in different risk scores from each dataset as a result of plan processing 
issues, CMS processing issues, or filtering logic differences between RAPS and EDS, and could 
have a material adverse effect on the Company’s results of statutory statements of revenue and 
expenses, changes in surplus, or cash flows.   

CMS and the Office of the Inspector General of Health and Human Services (HHS-OIG) are 
continuing to perform audits of various companies’ selected MA contracts related to this risk 
adjustment diagnosis data. These audits are referred to herein as Risk-Adjustment Data 
Validation (RADV) audits. RADV audits review medical records in an attempt to validate provider 
medical record documentation and coding practices which influence the calculation of premium 
payments to MA plans.  

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C 
Medicare Advantage RADV Contract-Level Audits.” The payment error calculation methodology 
provided that, in calculating the economic impact of audit results for an MA contract, if any, the 
results of the RADV audit sample would be extrapolated to the entire MA contract after a 
comparison of the audit results to a similar audit of the government’s traditional fee-for-service 
Medicare program, or Medicare FFS. The Company refers to the process of accounting for errors 
in FFS claims as the FFS Adjuster. This comparison of RADV audit results to the FFS error rate 
is necessary to determine the economic impact, if any, of RADV audit results because the 
government used the Medicare FFS program data set, including any attendant errors that are 
present in that data set, to estimate the costs of various health status conditions and to set the 
resulting adjustments to MA plans’ payment rates in order to establish actuarial equivalence in 
payment rates as required under the Medicare statute. CMS already makes other adjustments to 
payment rates based on a comparison of coding pattern differences between MA plans and 
Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus 
the Medicare FFS program dataset). 

The final RADV extrapolation methodology, including the first application of extrapolated audit 
results to determine audit settlements, is expected to be applied to CMS RADV contract level 
audits conducted for contract year 2011 and subsequent years. CMS is currently conducting 
RADV contract level audits for certain of the Company’s Medicare Advantage plans for the 
payment years 2015, 2014 and 2012.  

Estimated audit settlements are recorded as a reduction of earned premiums in the statutory 
statements of revenue and expenses, based upon available information. The Company performs 
internal contract level audits based on the RADV audit methodology prescribed by CMS. To date, 
the Company has completed these audits for payment years 2011-2014. Included in these 
internal contract level audits is an audit of the Company’s Private Fee-For-Service business 
which the Company used to represent a proxy of the FFS Adjuster which has not yet been 
finalized. The Company based its accrual of estimated audit settlements for each contract year 
on the results of these internal contract level audits and update its estimates as each audit is 
completed. Estimates derived from these results were not material to the Company’s statutory 
statements of admitted assets, liabilities and surplus, and related statutory statements of revenue 
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and expenses, changes in surplus, and cash flows. The Company reports the results of these 
internal contract level audits to CMS, including identified overpayments, if any.   

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which are 
referred to as the “Proposed Rule”) related to, among other things, the RADV audit methodology 
described above. If implemented, the Proposed Rule would use extrapolation in RADV audits 
applicable to payment year 2011 contract-level audits and all subsequent audits, without the 
application of a FFS Adjuster to audit findings. Humana believes that the Proposed Rule fails to 
address adequately the statutory requirement of actuarial equivalence, and has provided 
substantive comments to CMS on the Proposed Rule as part of the notice-and-comment 
rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any 
related regulatory, industry or company reactions, could have a material adverse effect on the 
Company’s statutory statements of admitted assets, liabilities and surplus, and related statutory 
statements of revenue and expenses, changes in surplus, and cash flows. 

In addition, as part of the Company’s internal compliance efforts, it routinely performs ordinary 
course reviews of its internal business processes related to, among other things, its risk coding 
and data submissions in connection with the risk-adjustment model. These reviews may also 
result in the identification of errors and the submission of corrections to CMS, that may, either 
individually or in the aggregate, be material. As such, the results of these reviews may have a 
material adverse effect on the Company results of statutory statements of revenue and expenses, 
changes in surplus, or cash flows. 

Humana believes that, CMS' statements and policies regarding the requirement to report and 
return identified overpayments received by MA plans are inconsistent with CMS' 2012 RADV 
audit methodology, and the Medicare statute's requirements. These statements and policies, 
such as certain statements contained in the preamble to CMS’ final rule release regarding MA 
and Part D prescription drug benefit program regulations for Contract Year 2015 (referred to as 
the "Overpayment Rule"), and the Proposed Rule, appear to equate each MA risk adjustment 
data error with an “overpayment” without addressing the principles underlying the FFS Adjuster 
referenced above. On September 7, 2018, the Federal District Court for the District of Columbia 
vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, including the 
requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary and 
capricious in departing from CMS's RADV methodology without adequate explanation (among 
other reasons). CMS has appealed the decision to the Circuit Court of Appeals. 

The Company will continue to work with CMS to ensure that MA plans are paid accurately and 
that payment model principles are in accordance with the requirements of the Social Security 
Act, which, if not implemented correctly could have a material adverse effect on the Company’s 
statutory statements of admitted assets, liabilities and surplus, and related statutory statements 
of revenue and expenses, changes in surplus and cash flows. 

The achievement of Star ratings of 4-Star or higher qualifies MA plans for premium bonuses. The 
Company’s MA plans' operating results may be significantly affected by their star ratings. Despite 
the Company’s operational efforts to improve its star ratings, there can be no assurances that it 
will be successful in maintaining or improving its star ratings in future years. In addition, audits of 
the Company’s performance for past or future periods may result in downgrades to its Star 
ratings. Accordingly, the Company’s plans may not be eligible for full level quality bonuses, which 
could adversely affect the benefits such plans can offer, reduce membership and/or reduce profit 
margins. 
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b. COVID-19: The spread of the novel coronavirus, or COVID-19, and the emergence of stay-at-
home and physical distancing orders and other restrictions on movement and economic activity 
intended to reduce the spread of COVID-19 in the second half of March 2020 in the United States 
of America, has impacted the Company’s business. A number of significant variables and 
uncertainties precludes any estimation as to the ultimate impact from COVID-19 including, among 
others, the severity and duration of the pandemic, continued actions taken to mitigate the spread 
of COVID-19 and in turn, relax those restrictions, the timing and degree in resumption of demand 
for deferred health care services, the ability of our commercial members to pay their premium, 
the nature and level of diagnostic testing, the cost and timing of new therapeutic treatments and 
vaccines. 

c. Legal Proceedings: During the ordinary course of business, the Company is subject to pending 
and threatened legal actions. Management of the Company does not believe any of these actions 
will have a material adverse effect on the Company’s statements of admitted assets, liabilities 
and surplus, or on the related statutory statements of revenue and expenses, changes in surplus, 
and cash flows. The outcome of current or future litigation or governmental or internal 
investigations cannot be accurately predicted nor can the Company predict any resulting 
judgments, penalties, fines or other sanctions that may be imposed at the discretion of federal or 
state regulatory authorities or as a result of actions by third parties. Nevertheless, it is reasonably 
possible that any such outcome of litigation, judgments, penalties, fines or other sanctions could 
be substantial, and the outcome of these matters may have a material adverse effect on statutory 
statements of revenue and expenses, changes in surplus, and cash flows, and may also affect 
the Company’s reputation. 

As previously disclosed, the Civil Division of the United States Department of Justice had 
provided Humana's legal counsel with an information request concerning Humana’s Medicare 
Part C risk adjustment practices. The request relates to Humana's oversight and submission of 
risk adjustment data generated by providers in its MA network, as well as to its business and 
compliance practices related to risk adjustment data generated by its providers and by Humana, 
including medical record reviews conducted as part of its data and payment accuracy compliance 
efforts, the use of health and well-being assessments, and fraud detection efforts. Humana 
believes that this request for information is in connection with a wider review of Medicare Risk 
Adjustment generally that includes a number of MA plans, providers and vendors. Humana 
continues to cooperate with and voluntarily respond to the information requests from the 
Department of Justice. These matters are expected to result in additional qui tam litigation. 

As previously disclosed, on January 19, 2016, an individual filed a qui tam suit captioned United 
States of America ex rel. Steven Scott v. Humana, Inc., in United States District Court, Central 
District of California, Western Division. The complaint alleges certain civil violations by Humana 
in connection with the actuarial equivalence of the plan benefits under Humana’s Basic PDP plan, 
a prescription drug plan offered by it under Medicare Part D. The action seeks damages and 
penalties on behalf of the United States under the False Claims Act. The court ordered the qui 
tam action unsealed on September 13, 2017, so that the relator could proceed, following notice 
from the U.S. Government that it was not intervening at that time. On January 29, 2018, the suit 
was transferred to the United States District Court, Western District of Kentucky, Louisville 
Division. Humana takes seriously its obligations to comply with applicable CMS requirements 
and actuarial standards of practice, and continue to vigorously defend against these allegations 
since the transfer to the Western District of Kentucky. Humana has engaged in active discovery 
with the relator who has pursued the matter on behalf of the United States following its unsealing, 
and expect that discovery process to conclude in the near future and for the Court to consider its 
motion for summary judgment.  
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d. Economic Risks: General inflationary pressures may affect the costs of medical and other care, 
increasing the costs of claims expenses submitted to the Company.  

e. Securities & Credit Markets Risks: Volatility or disruption in the securities and credit markets 
could impact the Company’s investment portfolio. The Company evaluates investment securities 
for impairment on a quarterly basis. This review is subjective and requires a high degree of 
judgment. There is a continuing risk that declines in fair value may occur and material realized 
losses from sales or other-than-temporary impairments may be recorded in future periods. 

 

 

Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
43 of 54

Exempt from Business Proposal 
and Total Page Limits

149(E)



 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Supplemental Investment Information 
 

Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
44 of 54

Exempt from Business Proposal 
and Total Page Limits

150(E)



Humana Health Benefit Plan of Louisiana, Inc. 
Investment Risk Interrogatories 
Statutory Basis of Accounting  
December 31, 2019  
 

42 
 

Investment Risk Interrogatories 

Of the Humana Health Benefit Plan of Louisiana, Inc.  
Insurance Company Address (City, State, Zip Code) P.O. Box 740036   Louisville, Kentucky 40201-7436 
NAIC Group Code   0119  NAIC Company Code   95642  Employer’s ID Number 72-1279235  
 
The Investment Risks Interrogatories are to be filed by April 1. They are also to be included with the Audited 
Statutory Financial Statements. 
 
Answer the following interrogatories by stating the applicable U.S. dollar amounts and percentages of the 
reporting entity’s total admitted assets held in that category of investments. 
 
1. Reporting entity’s total admitted assets as reported on Page 3 of the statement of admitted assets, 

liabilities and surplus. $531,017,423. 

2. Ten largest exposures to a single issuer/borrower/investment. 

 1 2 3 4 

 Issuer 
Description of 

Exposure Amount 

Percentage of 
Total Admitted 

Assets 

2.01 State Of Louisiana BONDS $  87,660,611  16.51% 

2.02 City of New Orleans  BONDS   12,193,367  2.30% 

2.03 Bossier Parish Schools  BONDS   11,499,256  2.17% 

2.04 Shreveport Louisiana BONDS   10,108,117  1.90% 

2.05 

Louisiana Local Government 
Environmental Facilities Community 
Development Authority  BONDS   9,779,323  1.84% 

2.06 
St. Tammany Parish Wide School District 
No 12 Louisiana  BONDS   7,383,819  1.39% 

2.07 Louisiana Public Facilities Authority  BONDS   5,934,145  1.12% 

2.08 3M Company  BONDS   4,999,067  0.94% 

2.09 The Procter & Gamble Company  BONDS   4,987,101  0.94% 

2.10 United Parcel Service, Inc.  BONDS   4,412,145  0.83% 

 
3. Amounts and percentages of the reporting entity’s total admitted assets held in bonds and preferred 

stocks by NAIC rating. 

  

 Bonds 
 

1 2  
Preferred 

Stocks 
 

3 4 

3.01 NAIC-1 $ 383,200,390 72.16% 3.07 P/RP-1 $ - 0.00% 

3.02 NAIC-2  19,512,229 3.67% 3.08 P/RP-2  - 0.00% 

3.03 NAIC-3  1,511,754 0.28% 3.09 P/RP-3  - 0.00% 

3.04 NAIC-4  1,999,702 0.38% 3.10 P/RP-4  - 0.00% 

3.05 NAIC-5  - 0.00% 3.11 P/RP-5  - 0.00% 

3.06 NAIC-6  - 0.00% 3.12 P/RP-6  - 0.00% 
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4. Assets held in foreign investments: 

4.01 
Are assets held in foreign investments less than 2.5% of 
the reporting entity's total admitted assets? 

 
Yes    [  X  ] No    [       ] 

4.02 Total admitted assets held in foreign investments. $ 2,999,138 0.56% 

4.03 Foreign-currency-denominated investments.  - 0.00% 

4.04 
Insurance liabilities denominated in that same foreign 
currency 

 
- 0.00% 

    
 

  

 
If response, to 4.01 above is yes, responses are not 
required for interrogatories 5 -10.  

 
5. Aggregate foreign investment exposure categorized by NAIC sovereign rating: 

      
 1 2 

5.01 Countries rated NAIC - 1 $ - 0.00% 

5.02 Countries rated NAIC - 2  - 0.00% 

5.03 Countries rated NAIC - 3 or below  - 0.00% 
 

6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC 
sovereign rating: 

 1 2 

 Countries rated NAIC - 1:  
  

6.01 Country:  $ - 0.00% 

6.02 Country:  
 - 0.00% 

      
 

  

 Countries rated NAIC - 2  
  

6.03 Country:  $ - 0.00% 

6.04 Country:  
 - 0.00% 

      
 

  

 Countries rated NAIC - 3 or below  
  

6.05 Country:  $ - 0.00% 

6.06 Country:  
 - 0.00% 

 

7. Aggregate unhedged foreign currency exposure:   
    

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating: 

 
  

 1 2 
$ - 0.00% 

       1 2 

8.01 Countries rated NAIC - 1 $ - 0.00% 

8.02 Countries rated NAIC - 2  - 0.00% 

8.03 Countries rated NAIC - 3 or below  - 0.00% 
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9. NAIC sovereign rating: 
 

      
 1 2 

 Countries rated NAIC - 1:  
  

9.01 Country:  $ - 0.00% 

9.02 Country:   - 0.00% 

         

 Countries rated NAIC - 2    
9.03 Country:  $ - 0.00% 

9.04 Country:   - 0.00% 

         

 Countries rated NAIC - 3 or below    
9.05 Country:  $ - 0.00% 

9.06 Country:   - 0.00% 
 

10. List the 10 largest nonsovereign (i.e. nongovernmental) foreign issues: 

 1 2 3 4 

 Issuer NAIC Rating   
10.01 - - $ - 0.00% 

10.02 - - - 0.00% 

10.03 - -  - 0.00% 

10.04 - -  - 0.00% 

10.05 - -  - 0.00% 

10.06 - -  - 0.00% 

10.07 - -  - 0.00% 

10.08 - -  - 0.00% 

10.09 - -  - 0.00% 

10.10 - -  - 0.00% 
 

11. Amounts and percentage of the reporting entity’s total admitted assets held in Canadian investments 
and unhedged Canadian currency exposure: 

11.01 
Are assets held in Canadian investments less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

        

 
If response to 11.01 above is yes, responses are not 
required for the remainder of interrogatory 11.   

        
11.02 Total admitted assets held in Canadian Investments $ - 0.00% 

11.03 Canadian-currency-denominated investments - 0.00% 

11.04 Canadian-denominated insurance liabilities - 0.00% 

11.05 Unhedged Canadian currency exposure - 0.00% 
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12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 
investments with contractual sales restrictions. 

12.01 

Are assets held in investments with contractual sales 
restrictions less than 2.5 % of the reporting entity's 
total admitted assets? Yes    [  X  ] No    [       ] 

     
 

   

 
If response to 12.01 above is yes, responses are not 
required for the remainder of interrogatory 12. 

 
 

    
 

    

 1  2 3 

12.02 
Aggregate statement value of investments with 
contractual  

 
  

 sales restrictions $ - 0.00% 

    
 

    

 
Largest 3 investments with contractual sales 
restrictions 

 
  

12.03  
 - 0.00% 

12.04  
 - 0.00% 

12.05  
 - 0.00% 

 
13. Amounts and percentage of admitted assets held in the largest 10 equity interests: 

13.01 
Are assets held in equity interests less than 2.5% of 
the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

         

 
If response to 13.01 above is yes, responses are not 
required for the remainder of interrogatory 13.  

   
 

   

 1  2 3 

 Name of Issuer  
  

13.02 - $ - 0.00% 

13.03 -  - 0.00% 

13.04 -  - 0.00% 

13.05 -  - 0.00% 

13.06 -  - 0.00% 

13.07 -  - 0.00% 

13.08 -  - 0.00% 

13.09 -  - 0.00% 

13.10 -  - 0.00% 

13.11 -  - 0.00% 
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14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately 
placed equities: 

14.01 

Are assets held in nonaffiliated, privately placed 
equities less than 2.5% of the reporting entity's total 
admitted assets? Yes    [  X  ] No    [       ] 

         

 
If response to 14.01 above is yes, responses are not 
required for the remainder of interrogatory 14. 

 
 

         

 1  2 3 

14.02 
Aggregate statement value of investments held in 
nonaffiliated, privately placed equities $ - 0.00% 

         

 
Largest 3 investments held in nonaffiliated, privately 
placed equities: 

 
  

14.03   - 0.00% 

14.04   - 0.00% 

14.05   - 0.00% 
 

15. Amounts and percentage of the reporting entity’s total admitted assets held in general partnership 
interests: 

15.01 

 Are assets held in general partnership interests less 
than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

      

 
If response to 15.01 above is yes, responses are not 
required for the remainder of interrogatory 15.  

      

 1  2 3 

15.02 
Aggregate statement value of investments held in 
general partnership interests $ - 0.00% 

      

 
Largest 3 investments held in general partnership 
interests: 

 
  

15.03   - 0.00% 

15.04   - 0.00% 

15.05   - 0.00% 
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16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans: 

16.01 
Are mortgage loans reported on Schedule B less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

 
 

  

 

If response to 16.01 above is yes, responses are not 
required for the remainder of interrogatory 16 and 
interrogatory 17.  

 
 

  

 1  2 3 

 Type (Residential, Commercial, Agricultural)  
  

16.02 - $ - 0.00% 

16.03 -  - 0.00% 

16.04 -  - 0.00% 

16.05 -  - 0.00% 

16.06 -  - 0.00% 

16.07 -  - 0.00% 

16.08 -  - 0.00% 

16.09 -  - 0.00% 

16.10 -  - 0.00% 

16.11 -  - 0.00% 

 
 

  
 Amounts and percentages of the reporting entity's 

total admitted assets held in the following categories 
of mortgage loans:  

  
 

 

  
 Loans 

  
 1 2 

16.12 Construction loans $ - 0.00% 

16.13 Mortgage loans over 90 days past due  - 0.00% 

16.14 Mortgage loans in the process of foreclosure  - 0.00% 

16.15 Mortgage loans foreclosed  - 0.00% 

16.16 Restructured mortgage loans  - 0.00% 
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17. Aggregate mortgage loans having the following loan-to-value ratios as determined from the most 
current appraisal as of the annual statement date: 

 Loan-to-Value 
 

Residential 
 

Commercial 
 

Agricultural 

  
 

1 2 
 

3 4 
 

5 6 

17.01 above 95% $ - 0.00% $ - 0.00% $ - 0.00% 

17.02 91% to 95% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.03 81% to 90% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.04 71% to 80% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.05 below 70% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 
 

18. Amounts and percentage of the reporting entity’s total admitted assets held in each of the five largest 
investments in real estate: 

18.01 

Are assets held in real estate reported in Schedule A 
less than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

         

 Largest five investments in any one parcel or group of contiguous parcels of real estate. 

Description 

1 2 3 

18.02 - $ - 0.00% 

18.03 -  - 0.00% 

18.04 -  - 0.00% 

18.05 -  - 0.00% 

18.06 -  - 0.00% 
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19. Report aggregate amounts and percentage of the reporting entity’s total admitted assets held in 
investments held in mezzanine real-estate loans. 

19.01 

Are assets held in real estate reported in mezzanine 
real-estate loans less than 2.5% of the reporting 
entity's total admitted assets? 

 

Yes    [  X  ] No    [       ] 

  
 

 

 
If response 19.01 above is yes, responses are not 
required for the remainder of interrogatory 19. 

 
 

  
 

  

19.02 
Aggregate statement value of investments held in 
mezzanine real-estate loans: 

 
 

   
 2 3 

   $ - 0.00% 

   
 

  

 
Largest three investments in any one parcel or group 
of contiguous parcels of real estate. 

 
 

   
 

  

 Description  
  

 1  2 3 

19.03 - $ - 0.00% 

19.04 -  - 0.00% 

19.05 -  - 0.00% 
 

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types 
of agreements: 

    At Year-end   At End of Each Quarter 

             

        1st Qtr  
2nd 
Qtr  3rd Qtr 

    1 2   3  4  5 

20.01 Securities Lending agreements $ - 0.00%  $ - $ - $ - 

20.02 Repurchase agreements  - 0.00%   -  -  - 

20.03 
Reverse repurchase 
agreements  - 0.00%   -  -  - 

20.04 Dollar repurchase agreements  - 0.00%   -  -  - 

20.05 
Dollar reverse repurchase 
agreements  - 0.00%   -  -  - 
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21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to 
other financial instruments, options, caps, and floors:  

    Owned   Written 

          

    1 2   3 4 

21.01 Hedging $ - 0.00%  $ - 0.00% 

21.02 Income Generation  - 0.00%   - 0.00% 

21.03 Other  - 0.00%   - 0.00% 
 

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
collars, swaps, and forwards: 

   
 At Year-end   At End of Each Quarter 

   
 

  
  

  
 

 

   
 

  
  1st 

Qtr 2nd Qtr 
 3rd 

Qtr 

   
 1 2   3 4  5 

22.01 Hedging $ - 0.00%  $ - $ - $ - 

22.02 Income Generation  - 0.00%   -  -  - 

22.03 Replications  - 0.00%   -  -  - 

22.04 Other  - 0.00%   -  -  - 
 

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
futures contracts: 

   
 At Year-end   At End of Each Quarter 

   
 

  
  

 
 

 
 

 

   
 

  
  

1st Qtr 
 

2nd Qtr 
 3rd 

Qtr 

   
 1 2   3  4  5 

23.01 Hedging $ - 0.00%  $ - $ - $ - 

23.02 Income Generation  - 0.00%   -  -  - 

23.03 Replications  - 0.00%   -  -  - 

23.04 Other  - 0.00%   -  -  - 
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Summary Investment Schedule  Gross Investment Holdings  
Admitted Assets as Reported 

in the Annual Statement 

  1  2  1  2 

  Amount  Percentage  Amount  Percentage 

1. Long-Term Bonds         
 1.01 U.S. governments $ 5,917,815  1.38% $ 5,917,815  1.38% 
 1.02 All other governments  -  0.00%  -  0.00% 

 1.03 
U.S. states, territories and possessions, etc. 

guaranteed  73,422,668  17.09%  73,422,668  17.09% 

 1.04 
U.S. political subdivisions of states, territories, and 

possessions, guaranteed  56,152,055  13.07%  56,152,055  13.07% 

 1.05 
U.S. special revenue and special assessment 

obligations, etc. non-guaranteed  130,494,906  30.38%  130,494,906  30.38% 
 1.06 Industrial and miscellaneous  138,736,326 32.30%  138,736,326  32.30% 

 1.07 Hybrid securities  -  0.00%  -  0.00% 
 1.08 Parent, subsidiaries and affiliates  -  0.00%  -  0.00% 

 1.09 SVO identified funds  -  0.00%  -  0.00% 
 1.10 Unaffiliated Bank loans  -  0.00%   -  0.00% 

 1.11 Total long-term bonds  404,723,770 94.22%   404,723,770  94.22% 

2. Preferred stocks             
 2.01 Industrial and miscellaneous (Unaffiliated) -  0.00%   -  0.00% 
 2.02 Parent, subsidiaries and affiliates -  0.00%   -  0.00% 

 2.03 Total preferred stocks -  0.00%   -  0.00% 

3. Common stocks             

 3.01 
Industrial and miscellaneous Publicly traded 

(Unaffiliated) -  0.00%   -  0.00% 
 3.02 Industrial and miscellaneous Other (Unaffiliated) -  0.00%   -  0.00% 
 3.03 Parent, subsidiaries and affiliates Publicly traded -  0.00%   -  0.00% 
 3.04 Parent, subsidiaries and affiliates Other -  0.00%   -  0.00% 
 3.05 Mutual funds -  0.00%   -  0.00% 
 3.06 Unit investment trusts -  0.00%   -  0.00% 
 3.07 Closed-end funds -  0.00%   -  0.00% 

3.08 Total common stocks -  0.00%   -  0.00% 

4. Mortgage loans          
 4.01 Farm mortgages  -  0.00%   -  0.00% 
 4.02 Residential mortgages  -  0.00%   -  0.00% 
 4.03 Commercial mortgages  -  0.00%   -  0.00% 
 4.04 Mezzanine real estate loans  -  0.00%   -  0.00% 
 4.05 Total mortgage loans  -  0.00%   -  0.00% 
5. Real estate          
 5.01 Properties occupied by company  -  0.00%   -  0.00% 

 5.02 Properties held for production of income  -  0.00%   -  0.00% 

 5.03 Properties held for sale  -  0.00%   -  0.00% 

 5.04 Total real estate  -  0.00%   -  0.00% 
6. Cash, cash equivalents and short-term investments          
 6.01 Cash   (3,000,915)  (0.70)%   (3,000,915)  (0.70)% 
 6.02 Cash equivalents   26,303,500  6.12%   26,303,500  6.12% 
 6.03 Short-term investments   1,500,305  0.35%   1,500,305  0.35% 

 6.04 
Total cash, cash equivalents and short-term 

investments  24,802,890  5.78%   24,802,890  5.78% 

7. Contract loans  -  0.00%   -  0.00% 
8. Derivatives  -  0.00%   -  0.00% 
9. Other invested assets  -  0.00%   -  0.00% 

10. Receivables for securities  5,431  0.00%   5,431  0.00% 

11. Securities Lending  -  0.00%   -  0.00% 
12. Other invested assets  -  0.00%   -  0.00% 
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. Total invested assets $ 429,532,091  100.00%  $ 429,532,091  100.00% 
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PricewaterhouseCoopers LLP, 500 West Main Street, Suite 1800, Louisville, KY 40202-4264 
T: (502) 589 6100, F:(502) 585 7875, www.pwc.com/us 

Report of Independent Auditors 
 
 

To the Board of Directors of Humana Health Benefit Plan of Louisiana, Inc. 
 
We have audited the accompanying statutory financial statements of Humana Health Benefit Plan of 
Louisiana, Inc., which comprise the statutory statements of admitted assets, liabilities and surplus as of 
December 31, 2018 and 2017, and the related statutory statements of revenue and expenses and changes in 
surplus, and of cash flows for the years then ended.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the accounting practices prescribed or permitted by the Insurance Department of the 
State of Louisiana. Management is also responsible for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on the financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, we consider internal control relevant to the Company's preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's 
internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
As described in Note 2 to the financial statements, the financial statements are prepared by the Company 
on the basis of the accounting practices prescribed or permitted by the Insurance Department of the State 
of Louisiana, which is a basis of accounting other than accounting principles generally accepted in the 
United States of America. 
   
The effects on the financial statements of the variances between the statutory basis of accounting 
described in Note 2 and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, are presumed to be material. 
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Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on 
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do 
not present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the Company as of December 31, 2018 and 2017, or the results of its 
operations or its cash flows for the years then ended. 
 
Opinion on Statutory Basis of Accounting 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
admitted assets, liabilities and surplus of the Company as of December 31, 2018 and 2017, and the results 
of its operations and its cash flows for the years then ended, in accordance with the accounting practices 
prescribed or permitted by the Insurance Department of the State of Louisiana described in Note 2. 
 
Other Matter 
 
Our audit was conducted for the purpose of forming an opinion on the statutory-basis financial statements 
taken as a whole.  The supplemental investment risk interrogatories and summary investment schedule 
(collectively, the “supplemental schedules”) of the Company, as of December 31, 2018 and for the year 
then ended, are presented to comply with the National Association of Insurance Commissioners’ Annual 
Statement Instructions and Accounting Practices and Procedures Manual and for purposes of additional 
analysis and are not a required part of the statutory-basis financial statements.  The supplemental 
schedules are the responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the statutory-basis financial statements.  The 
supplemental schedules have been subjected to the auditing procedures applied in the audit of the 
statutory-basis financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
statutory-basis financial statements or to the statutory-basis financial statements themselves and other 
additional procedures, in accordance with auditing standards generally accepted in the United States of 
America.  In our opinion, the supplemental schedules are fairly stated, in all material respects, in relation 
to the statutory-basis financial statements taken as a whole. 
 
 

 
Louisville, Kentucky 
April 29, 2019 
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Statements of Admitted Assets, Liabil ities and Surplus 

 

2018 
 

2017 
Admitted Assets       
Cash and invested assets 

      

 
Bonds 

 
$ 441,519,287 

 
$ 425,788,621 

 
Short-term investments 

  
2,116,963 

 
 

- 

  
Total invested assets 

  
443,636,250 

 
 

425,788,621 

 
Cash and cash equivalents 

 
  (4,639,916) 

 
 

99,480,551 

  
Total cash and invested assets 

  
438,996,334 

 
 

525,269,172 

Premiums receivable 
  22,811,704   21,389,084 

Investment income due and accrued 
  

4,563,864 
  

4,206,990 

Amounts receivable relating to uninsured plans 
  

2,117,881 
  

2,082,352 

Reinsurance receivable 
  -   735,327 

Health care and other receivables 
  

30,485,392 
  

25,789,768 

Current federal income tax recoverable 
  

1,005,665 
  

- 

Net deferred tax assets 
  

3,104,173 
  

6,604,157 

Furniture and equipment, less accumulated depreciation of 

$1,050,006 and $854,252 in 2018 and 2017, respectively    1,209,176 

  

1,411,589 

Receivable from Humana Inc. 
  

- 
  

8,087,234 

  
Total admitted assets 

 
$ 504,294,189 

 
$ 595,575,673 

       

Liabilities 
  

 
  

 Benefits and loss adjustment expenses payable 
 

$ 171,420,855 

 

$ 189,459,246 

Aggregate health policy reserves 
  17,668,913 

  

60,812,209 

Aggregate health claim reserves 
  

558,000 

  

181,000 

Advance premiums 
  

6,481,459 

  

11,432,138 

Accounts payable and accrued expenses 
  

11,899,954 

  

34,413,312 

Current federal income tax payable 
  

- 

  

4,991,647 

Payable to Humana Inc. 
  43,398,493 

  

- 

  
Total liabilities 

  
251,427,674 

 
 

301,289,552 

       

Surplus 
  

    Common stock, $0 par value; $1 per share stated value; 
1,000 shares authorized; 1,000 shares issued and 

outstanding  
  

1,000 

  

1,000 

Special surplus  - projected HCRL fee assessment 
  

- 

  

41,411,031 

Paid-in surplus 
  

65,760,152 

  

65,993,254 

Unassigned surplus 
 

  187,105,363 
  

186,880,836 

  
Total surplus 

 
  252,866,515 

  

294,286,121 

  
Total liabilities and surplus 

 
$ 504,294,189 

 

$ 595,575,673 
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Statements of Revenue and Expenses 

 

2018 
 

2017 

         
Earned premiums 

 
$ 2,000,006,063  

$ 2,080,330,454 

       

Expenses  
  

 
  

 
 

Benefits incurred and loss adjustment expenses 
  1,737,762,000   1,775,090,662 

 
Selling, general and administrative expenses 

  
221,383,809 

  
197,809,059 

 
Changes in aggregate health policy reserves 

  
(4,377,075) 

  
(2,112,723) 

  
Total expenses  

  
1,954,768,734 

  
1,970,786,998 

  
Net underw riting gain 

  
45,237,329 

  
109,543,456 

       

Net investment income 
  13,415,748   11,659,815 

Net realized capital losses on investments (net of capital 

gains tax of $(7,157) and $(635), respectively)   (26,924) 

  

(1,179) 

Net other income 
  

86,042 
  

13,314 

  
Income before federal income tax expense 

  
58,712,195 

  
121,215,406 

       

Federal income tax expense 
  

13,535,350 
  

39,305,540 

  
Net income 

 
$ 45,176,845 

 
$ 81,909,866 
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Statements of Changes in Surplus 

 Common Stock 
     

Unassigned 
Surplus    

 Shares 
 

Amount 
 

Special Surplus 
 

Paid-in Surplus 
  

Total 
Balances at January 1, 2017 1,000 

 
$ 1,000 

 
$ - 

 
$ 65,993,254 

 
$ 178,182,446 

 
$ 244,176,700 

Net income -    

 

-  

  

-  

  

-  

  

81,909,866 

  

81,909,866 

Projected HCRL fee assessment -  
  

-  
  

41,411,031 
  

-  
  

(41,411,031) 
  

- 
Change in net unrealized capital gain, less 

capital gains tax of $0 -  
  

-  
  

-  
  

- 
  

84,450 
  

84,450 

Change in net deferred income taxes -  

  

-  

  

-  

  

- 

  

(6,637,820) 

  

(6,637,820) 

Change in nonadmitted assets -  

  

-  

  

-  

  

- 

  

410,067 

  

410,067 

Correction of prior period error -  
  

-  
  

-  
  

- 
  

(657,142) 
  

(657,142) 

Dividends or return of capital paid -  

  

- 

 

 - 

 

 - 

  

(25,000,000) 

  

(25,000,000) 

Balances at December 31, 2017 1,000 
  

1,000 
  

41,411,031 
  

65,993,254 
  

186,880,836 
  

294,286,121 

Net income -    
 

-  
  

-  
  

-  
  

45,176,845 
  

45,176,845 

HCRL fee moratorium -  

  

-  

  

(41,411,031) 

  

-  

  

41,411,031 

  

- 

Change in net unrealized capital loss, less 
capital gains tax of $0 -  

  

-  

  

-  

  

- 

  

(148,313) 

  

(148,313) 

Change in net deferred income taxes -  
  

-  
  

-  
  

-  
  

(4,740,495) 
  

(4,740,495) 

Change in nonadmitted assets -  

  

-  

  

-  

  

-  

  

525,459 

  

525,459 

Other -  

  

-  

  

-  

  

(233,102) 

  

-  

  

(233,102) 

Dividends or return of capital paid -  
 

 - 
 

 - 
 

 - 
 

 (82,000,000) 
 

 (82,000,000) 

Balances at December 31, 2018 1,000 

 

$ 1,000 

 

$ - 

 

$ 65,760,152 

 

$ 187,105,363 

 

$ 252,866,515 

Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
7 of 54

Exempt from Business Proposal 
and Total Page Limits

167(E)



Humana Health Benefit Plan of Louisiana, Inc. 
Statements of Cash Flows 
Statutory Basis of Accounting 
December 31, 2018 and 2017 

The accompanying notes are an integral part of these statutory basis financial statements. 

6 
           

Statements of Cash Flows 

 
  2018 

 
2017 

Cash flows from operations     

 

    
Premiums collected, net of reinsurance  $ 1,951,079,414 

 

$ 2,097,109,819 

Net investment income received   16,818,041 

 

  14,501,604 

Benefits paid   (1,690,941,575) 

 

  (1,675,155,481) 

Selling, general and administrative expenses paid   (307,647,364) 

 

  (253,673,668) 

Federal income taxes paid   (19,525,505) 

 

  (42,772,654) 

  Net cash (used for) from operations   (50,216,989) 

 

  140,009,620 

Cash flows from investments 
  

  

 

    

Proceeds from investments sold or matured   54,455,459 

 

  21,985,304 

Cost of investments acquired   (74,127,686) 

 

  (81,183,430) 

  Net cash used for investments   (19,672,227) 

 

  (59,198,126) 

Cash flows from financing and miscellaneous sources     

 

    

Dividends or return of capital paid   (82,000,000) 

 

  (25,000,000) 

Other cash provided (applied)   49,885,712 

 

  (5,657,697) 

  Net cash used for f inancing and miscellaneous sources   (32,114,288) 

 

  (30,657,697) 

  
Net change in cash, cash equivalents and short-term 

investments 
  

(102,003,504) 

 

  50,153,797 

Cash, cash equivalents and short-term investments 
  

  

 

    

Beginning of year   99,480,551 

 

  49,326,754 

End of year  $ (2,522,953) 

 

$ 99,480,551 
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Notes to Financial Statements 

1. Reporting Entity 

Humana Health Benefit Plan of Louisiana, Inc. (the Company), a wholly owned subsidiary of 
Humana Insurance Company (HIC), a wholly owned subsidiary of CareNetwork, Inc. (CNI), a wholly 
owned subsidiary of Humana, is a health maintenance organization (HMO) domiciled in the state of 
Louisiana and is authorized to sell health plan products therein. The Company is subject to 
regulation by the federal government and the Louisiana Department of Insurance (the Department).  
State regulations require the Company to maintain certain minimum amounts of surplus as 
discussed in Note 9, and limit the payment of dividends or returns of capital to shareholders as 
discussed in Note 8. 

The Company offers coordinated health and pharmacy insurance coverage and related services 
through a variety of plans for government-sponsored programs and employer groups. Under the 
Company’s federal government contracts with the Centers for Medicare and Medicaid Services 
(CMS), the Company provides health and pharmacy insurance coverage to Medicare eligible 
members, as further discussed in Note 12(a). 

The operating results of companies in the insurance industry have historically been subject to 
significant fluctuations due to competition, economic conditions, interest rates, investment 
performance, maintenance of insurance ratings, renewal of contracts and other factors. 

2. Summary of Significant Accounting Policies 

The more significant accounting policies of the Company are as follows: 

a. Basis of Presentation:  The statutory financial statements and accompanying notes are 
prepared in conformity with accounting practices prescribed or permitted by the Department, 
which vary in some respects from accounting principles generally accepted in the United States 
of America (GAAP). The principle differences include: 

i. Certain assets designated as nonadmitted assets as described in Note 2(n), are excluded 
from the statements of admitted assets, liabilities and surplus by direct charges to 
unassigned surplus, whereas under GAAP, such amounts would be reported as assets; 

ii. Bonds and short-term investments are generally carried at amortized cost, whereas under 
GAAP, such investments would be carried at fair value with related unrealized gains and 
losses, net of deferred taxes, being reported as a component of equity; 

iii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP, 
overdraft balances would be classified as liabilities; 

iv.  Deferred taxes are provided for only the federal income tax consequences of temporary 
differences, whereas under GAAP, such deferred taxes would be provided for both the 
federal and state income tax consequences of such temporary differences; 

v.  The amount of admitted deferred tax assets is limited, whereas under GAAP, deferred tax 
assets would be recorded to the extent they will more likely than not be realized. In 
addition, the change in deferred tax assets and liabilities is recorded directly to unassigned 
surplus, whereas under GAAP, the change in deferred tax assets and liabilities is recorded 
as a component of the income tax provision within the income statement; 
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vi.  Policy acquisition costs are charged to operations as incurred, whereas under GAAP, to the 
extent recoverable from future policy revenues, they would be deferred and amortized over 
the terms of the related policies; 

vii. Policy and contract liabilities are reported net of reinsurance ceded amounts and any gains 
from reinsurance transactions are included as a component of surplus, whereas under 
GAAP, assets and liabilities related to reinsurance ceded contracts are reported on a gross 
basis and reinsurance transaction gains are reported as a liability; 

viii. Comprehensive income disclosures required by GAAP are omitted; and 

ix. The statutory basis statements of cash flow reconcile cash, cash equivalents, and short-
term investments with maturity dates of one year or less at the time of acquisition. Under 
GAAP, the statement of cash flow reconciles the corresponding captions of cash and cash 
equivalents with maturities of three months or less. In addition, there are classification 
differences within the presentation of the cash flow categories between GAAP and 
statutory reporting and a reconciliation of net earnings to net cash provided by operations 
is not provided. 

The Department adopted the National Association of Insurance Commissioners (NAIC) 
Accounting Practices and Procedures Manual - Effective January 1, 2001 (Codification) and 
Statements of Statutory Accounting Principles (SSAP), incorporated thereafter. The 
Department has adopted the Codification as a component of its prescribed or permitted 
practices. The Commissioner of Insurance has the right to permit other specific practices that 
deviate from prescribed practices. The Commissioner of Insurance of the State of Louisiana 
allows the Company to admit its furniture and equipment used for Health Maintenance 
Organization operations, which is not in accordance with NAIC SSAP. The Company's risk-
based capital would have not triggered a regulatory event had it not used a prescribed or 
permitted practice.   

The statutory financial statements of the Company are presented on the basis of accounting 
practices prescribed or permitted by the Department. A reconciliation of the Company’s surplus 
based on practices prescribed by the Department to surplus based on Codification at 
December 31, 2018 and 2017 is shown below: 

 2018  2017 
    

   Surplus – State of Louisiana basis   $ 252,866,515 
 

$ 294,286,121 
State prescribed practices 

 
  

  
  

 
a. Furniture and equipment 

 
(1,209,176) 

  
(1,411,589) 

  
Surplus – Codification  $ 251,657,339 

 
$ 292,874,532 

The preparation of the Company’s financial statements requires management to make 
estimates and assumptions that affect (a) the reported amounts of assets and liabilities, (b) 
disclosure of contingent assets and liabilities at the date of the financial statements, and (c) 
reported amounts of revenues and expenses during the reporting period. These estimates are 
based on knowledge of current events and anticipated future events, and accordingly, actual 
results may ultimately differ materially from those estimates. 

b. Health Care Reform: The Patient Protection and Affordable Care Act and The Health Care and 
Education Reconciliation Act of 2010, which the Company collectively refers to as the Health 
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Care Reform Law (HCRL) enacted significant reforms to various aspects of the U.S. health 
insurance industry. Certain significant provisions of the HCRL include, among others, mandated 
coverage requirements, mandated benefits and guarantee issuance associated with 
commercial medical insurance, rebates to policyholders based on minimum benefit ratios, 
adjustments to Medicare Advantage (MA) premiums, the establishment of federally-facilitated 
or state-based exchanges coupled with programs designed to spread risk among insurers, and 
the introduction of plan designs based on set actuarial values. In addition, the HCRL 
established insurance industry assessments, including an annual health insurance industry fee. 
The annual health insurance industry fee levied on the insurance industry is $14.3 billion in 
2018, and is not deductible for income tax purposes, which significantly increases the 
Company’s effective income tax rate. A one year suspension of the health insurance industry 
fee, as the Company experienced in 2017 and is experiencing in 2019, significantly impacts the 
Company’s trend in key operating metrics including the Company’s operating cost and medical 
expense ratios, as well as its effective tax rate. The annual health insurance industry fee is 
scheduled to resume for calendar year 2020 under current law. 

As noted above, the HCRL required the establishment of health insurance exchanges for 
individuals and small employers to purchase health insurance that became effective January 1, 
2014, with an annual open enrollment period. Although the Company previously participated in 
these exchanges by offering on-exchange individual commercial medical plans, effective 
January 1, 2018, the Company has exited its Individual Commercial medical business. 

It is reasonably possible that the HCRL and related regulations, as well as future legislative, 
judicial or regulatory changes, including restrictions on Humana’s ability to manage its provider 
network or otherwise operate its business, or restrictions on profitability, including reviews by 
regulatory bodies that may compare its MA profitability to its non-MA business profitability or 
compare the profitability of various products within its MA business, and require that they 
remain within certain ranges of each other, in the aggregate may have a material adverse effect 
on Humana’s results of operations, (including restricting premiums, enrollment and premium 
growth in certain products and market segments, restricting Humana’s ability to expand into 
new markets, increasing its medical and operating costs, further lowering its Medicare payment 
rates and increasing its expenses associated with the non-deductible health insurance industry 
fee and other assessments); its financial position; and its cash flows. Additionally, potential 
legislative changes or judicial determinations, including activities to repeal or replace HCRL or 
declare all or certain portions of the HCRL unconstitutional, creates uncertainty for the 
Company’s business and the Company cannot predict when or in what form, such legislative 
changes or judicial determination may occur. 

c. Cash, Cash Equivalents and Short-Term Investments: Investments are valued and 
classified in accordance with methods prescribed by the NAIC’s Securities Valuation Office 
(SVO). Short-term investments include investments with an NAIC designated rating of 1 and a 
maturity of twelve months or less from the date of purchase. Short-term investments are 
recorded at amortized cost. The carrying value of short-term investments approximates fair 
value due to the short-term maturities of the investments. 

The Company carries cash equivalents at cost, which approximates fair value. Cash 
equivalents are highly liquid financial instruments with an original maturity of three months or 
less. 
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Under the Company’s cash management system, checks issued but not presented to banks 
frequently result in overdraft balances for accounting purposes, and, if applicable, are included 
in cash and cash equivalents on the statements of admitted assets, liabilities and surplus. 

d. Investments: Bonds, including loan-backed and structured securities, with a NAIC designated 
rating of 1 or 2 are carried at amortized cost, with all other bonds being recorded at the lower of 
amortized cost or fair value.   

Amortization of bond premium or discount is computed using the scientific interest method. 

The Company regularly evaluates the investment securities for impairment. For all securities 
other than loan-backed and structured securities, the determination of whether the impairment 
is considered other-than-temporary is dependent upon whether a decline in the fair value of the 
investment is noninterest related or interest related. The Company considers noninterest 
related factors such as (a) the length of time and extent to which the fair value has been less 
than cost, (b) adverse conditions specifically related to the industry, geographic area or 
financial condition of the issuer or underlying collateral of a security, (c) payment structure of 
the security, (d) changes in credit rating of the security by the rating agencies, (e) the volatility 
of the fair value changes, (f) changes in fair value of the security after the balance sheet date, 
and (g) the intent and ability of the Company to retain its investment in the issuer for a period of 
time sufficient to allow for any anticipated recovery in fair value. An interest-related impairment 
is deemed other-than-temporary when the Company has the intent to sell, at the date of the 
statutory financial statements, an investment before recovery of cost of the investment. The 
Company also considers whether its cash or surplus requirements and contractual or regulatory 
obligations dictate that the investment may need to be sold before forecasted recovery occurs.  
If and when a determination is made that a decline in fair value below the carrying value is 
other-than-temporary, a realized loss is recorded to the extent that the fair value of the 
investment is below its carrying value.  

For loan-backed and structured securities where the securities’ fair value is less than the 
amortized cost, and either (1) the insurer has the intent to sell the security, or (2) the insurer 
does not have the intent and ability to retain the security until recovery of its fair value, the 
Company recognizes an impairment in earnings equal to the difference between the security’s 
fair value and its carrying value. For securities for which the Company does not expect to 
recover its amortized cost basis but has the intent and ability to hold the security until maturity, 
the insurer will recognize in earnings a realized loss only for the “noninterest” related decline. 
The Company evaluates the expected cash flows to be received as compared to amortized 
cost and determines if a “noninterest” related decline has occurred. In the event of a 
“noninterest” related decline, only the amount of the impairment associated with the 
“noninterest” related decline is recognized currently in income. No loss is recognized for the 
interest impairment. The Company considers factors such as (a) the length of time and extent 
to which the fair value has been less than cost, (b) adverse conditions specifically related to the 
industry, geographic area or financial condition of the issuer or underlying collateral of a 
security, (c) payment structure of the security, (d) changes in credit rating of the security by the 
rating agencies, (e) the volatility of the fair value changes, (f) changes in fair value of the 
security after the balance sheet date, and (g) cash or surplus requirements and contractual or 
regulatory obligations in determining whether or not it expects to recover the amortized cost of 
the security. If the determination is made, based on these factors, that the Company does 
expect to recover the entire amortized cost of the security, an other-than-temporary impairment 
has not occurred. Prepayment assumptions for loan-backed and structured securities were 
obtained from industry market sources.   
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The Company does not have any investments in an other-than-temporary impairment position 
at December 31, 2018 or December 31, 2017. 

Income from investments is recorded on an accrual basis. For the purpose of determining 
realized gains and losses, the cost of securities sold is based upon specific identification.  
Investment income due and accrued over 90 days past due is nonadmitted. No portion of the 
investment income due and accrued was nonadmitted at December 31, 2018 or 2017. 

For other restricted assets reported in aggregate, the pledged amounts with the Department 
were $1,000,000 and $1,000,000, which is 0.20% and 0.17%, of gross assets and 0.20% and 
0.17%, of net admitted assets at December 31, 2018 and 2017, respectively. 

e. Fair Value: In accordance with SSAP No. 100, Fair Value Measurements (SSAP No. 100), fair 
value is defined as the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date. The 
Company’s financial assets carried at fair value have been classified based upon the hierarchy 
defined in SSAP No. 100. The three tiered hierarchy is defined as follows: 

Level 1 Quoted prices in active markets for identical assets or liabilities. Level 1 assets 
and liabilities include debt securities that are traded in an active exchange 
market.  

Level 2 Observable inputs other than Level 1 prices such as quoted prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar 
assets or liabilities in markets that are not active, or other inputs that are 
observable or can be corroborated by observable market data for substantially 
the full term of the assets and liabilities. Level 2 assets and liabilities include debt 
securities with quoted prices that are traded less frequently than exchange-
traded instruments as well as debt securities whose value is determined using a 
pricing model with inputs that are observable in the market or can be derived 
principally from or corroborated by observable market data. 

Level 3 Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities. Level 3 includes assets and 
liabilities whose value is determined using pricing models, discounted cash flow 
methodologies, or similar techniques reflecting the Company’s own assumptions 
about the assumptions market participants would use as well as those requiring 
significant management judgment. 

Fair value of actively traded debt securities are based on quoted market prices. Fair value of 
other debt securities are based on quoted market prices of identical or similar securities or 
based on observable inputs like interest rates generally using a market valuation approach, or, 
less frequently, an income valuation approach and are generally classified as Level 2. The 
Company obtains at least one price for each security from a third party pricing service. These 
prices are generally derived from recently reported trades for identical or similar securities, 
including adjustments through the reporting date based upon observable market information.  
When quoted prices are not available, the third party pricing service may use quoted market 
prices of comparable securities or discounted cash flow analysis, incorporating inputs that are 
currently observable in the markets for similar securities. Inputs that are often used in the 
valuation methodologies include benchmark yields, reported trades, credit spreads, broker 
quotes, default rates and prepayment speeds. The Company is responsible for the 
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determination of fair value and as such, the Company performs an analysis on the prices 
received from the third party pricing service to determine whether the prices are reasonable 
estimates of fair value. The Company’s analysis includes a review of monthly price fluctuations 
as well as a quarterly comparison of the prices received from the pricing service to prices 
reported by the Company’s third party investment adviser. In addition, on a quarterly basis, the 
Company examines the underlying inputs and assumptions for a sample of individual securities 
across asset classes, credit rating levels, and various durations. Based on the Company’s 
internal price verification procedures and review of fair value methodology documentation 
provided by the third party pricing service, there were no material adjustments to the prices 
obtained from the third party pricing service during the years ended December 31, 2018 or 
2017. 

There were no financial assets carried at fair value at December 31, 2017. The fair value of 
financial assets carried at fair value at December 31, 2018 were as follows: 

 

  

 
Fair Value Measurements at December 31, 2018 

 

  Quoted 
        

 
  Prices in 

 
Other 

      

 
  Activ e 

 
Observ able 

 
Unobserv able 

   

 

  Markets 
 

Inputs 
 

Inputs 
     (Lev el 1) 

 
(Lev el 2) 

 
(Lev el 3) 

 
Fair Value 

  

      

 

    

 

  

 

    

Assets 
          Corporate debt securities 

 
- 

  
3,367,500 

  
- 

  
3,367,500 

  

Total invested assets $ - 

 

$ 3,367,500 

 

$ - 

 

$ 3,367,500 

The carrying values and estimated fair values of the Company’s financial instruments at 
December 31, 2018 and 2017 were as follows: 
 

 December 31, 2018 

 

Aggregate Fair 
Value 

Admitted 
Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds and short-

term 
inv estments $ 441,448,042 $ 443,636,250 $ - $ 441,448,042 $ - $ - 

 

 December 31, 2017 

 

Aggregate Fair 
Value 

Admitted 
Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds and cash 

equiv alents $ 450,340,608 $ 445,795,565 $ 20,006,943 $ 430,333,665 $ - $ - 

The Company reports transfers between fair value hierarchy levels at the end of the reporting 
period. There were no material transfers between the fair value hierarchy levels during 2018 or 
2017. 

f. Statutory Deposits: Investments, generally certificates of deposit, were on deposit at 
December 31, 2018 and 2017 to satisfy requirements of regulatory agencies. These assets are 
included in bonds and cash and cash equivalents in the accompanying statements of admitted 
assets, liabilities and surplus. These assets are valued and classified in accordance with 
methods prescribed by the NAIC.  
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g. Equipment:  Equipment is recorded at cost less accumulated depreciation. Depreciation 
expense is computed using the straight-line method over estimated useful lives generally 
ranging from three to ten years. Depreciation expense, including that related to the nonadmitted 
portion, was $195,881 and $203,427 for the years ended December 31, 2018 and 2017, 
respectively. Gains and losses on sales or disposals of property and equipment are included in 
net other income in the accompanying statements of revenue and expenses. 

Improvements to leased facilities are depreciated over the shorter of the remaining lease term 
or the anticipated life of the improvement. Depreciation expense related to leasehold 
improvements was $221,052 and $218,279 for the years ended December 31, 2018 and 2017, 
respectively. 

h. Income Taxes: The amounts recorded as federal income tax expense in the accompanying 
statements of revenue and expenses represent amounts due to or from Humana in accordance 
with the tax allocation agreement between the Company and Humana. Any unsettled portion of 
the federal taxes is recorded as current federal income tax payable or receivable in the 
accompanying statements of admitted assets, liabilities and surplus.   

The Company recognizes an asset or liability for the deferred tax consequences of temporary 
differences between the tax basis of assets or liabilities and their reported amounts in the 
statutory financial statements. These temporary differences will result in taxable or deductible 
amounts in future years when the reported amounts of the assets or liabilities are recovered or 
settled. The Company also recognizes the future tax benefits such as net operating and capital 
loss carryforwards as deferred tax assets. Deferred tax assets and deferred tax liabilities are 
further adjusted for changes in the enacted tax rates. Statutory deferred tax assets (DTAs) are 
limited to an amount equal to the sum of: (1) federal income taxes paid in prior years that can 
be recovered through loss carrybacks for existing temporary differences that reverse by the end 
of the subsequent calendar year; (2) depending on the Company’s Authorized Control Level 
(ACL) Risk Based Capital (RBC) exclusive of the DTA Ratio, the lesser of (a) the amount of 
gross DTAs expected to be realized within three years after the application of (1) or 15% of 
surplus, if the ratio is greater than 300%, (b) the amount of gross DTAs expected to be realized 
within one year after the application of (1) or 10% of surplus, if the ratio is between 200 – 
300%, or (c) if the ratio is below 200%, no DTA can be realized; (3) the amount of gross DTAs, 
after the application of (1) and (2), that can be offset against gross deferred tax liabilities 
(DTLs). DTAs in excess of these limitations are nonadmitted. At December 31, 2018 and 2017 
DTAs of $79,830 and $1,320,341, respectively, were nonadmitted. 

i. Earned Premiums: Premiums are reported as earned in the period in which members are 
entitled to receive services, and are net of retroactive membership adjustments. Retroactive 
membership adjustments result from enrollment changes not yet processed, or not yet reported 
by an employer group or the government. Premiums received prior to the earned period are 
recorded as advance premiums. 

The Company receives monthly premiums from the federal government according to 
government specified payment rates and various contractual terms. The Company bills and 
collects premiums from employer groups and members in its Medicare and other individual 
products monthly. Changes in premium revenues resulting from the periodic changes in risk-
adjustment scores derived from medical diagnoses for membership are estimated by projecting 
the ultimate annual premium and are recognized ratably during the year, with adjustments each 
period to reflect changes in the ultimate premium. 
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CMS utilizes a risk adjustment model which apportions premiums paid to MA plans according to 
health severity. The risk-adjustment model, which CMS implemented pursuant to the Balanced 
Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA), 
generally, pays more for enrollees with predictably higher costs. Under the risk-adjustment 
methodology, all MA plans must collect and submit the necessary diagnosis code information 
from hospital inpatient, hospital outpatient, and physician providers to CMS within prescribed 
deadlines. The CMS risk-adjustment model uses this diagnosis data to calculate the risk-
adjusted premium payment to MA plans. Rates paid to MA plans are established under an 
actuarial bid model, including a process that bases payments on a comparison of beneficiaries’ 
risk scores, derived from medical diagnoses, to those enrolled in the government’s Medicare 
FFS program. The Company generally relies on providers, including certain providers in its 
network who are Humana employees, to code their claim submissions with appropriate 
diagnoses, which the Company sends to CMS as the basis for payments received from CMS 
under the actuarial risk-adjustment model. The Company also relies on providers to 
appropriately document all medical data, including the diagnosis data submitted with claims. 
The Company estimates risk-adjustment premiums based on medical diagnoses for its 
membership. CMS is phasing-in the process of calculating risk scores using diagnoses data 
from the Risk Adjustment Processing System (RAPS) to diagnoses data from the Encounter 
Data System (EDS). The RAPS process requires MA plans to apply a filter logic based on CMS 
guidelines and only submit diagnoses that satisfy those guidelines. For submissions through 
EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk 
adjustment filtering logic to determine the risk scores. For 2018, 15% of the risk score was 
calculated from claims data submitted through EDS. In 2017, 25% of the risk score was 
calculated from claims data submitted through EDS. 

The amount of net premiums written by the Company in 2018 and 2017 that were subject to 
retrospective rating features were $1,966,532,607 and $2,060,232,475, respectively, or 98.33% 
and 99.03%, respectively, of the total net premiums written. No other net premiums written by 
the Company are subject to retrospective rating features. 

In accordance with SSAP No. 84, Certain Health Care Receivables and Receivables Under 
Government Insured Plans (SSAP No. 84), the Company has recorded receivables from CMS 
under the risk adjustment model of $19,260,692 and $16,158,088 as of December 31, 2018 
and 2017, respectively, which are included in premiums receivable in the accompanying 
statements of admitted assets, liabilities and surplus.   

The Company estimates policyholder rebates by projecting calendar year minimum benefit 
ratios for the MA, small group and large group markets, as defined by the HCRL using a 
methodology prescribed by the Department of Health and Human Services (HHS). 

Pursuant to the HCRL, the Company did not have any rebates incurred, paid or unpaid as of 
December 31, 2018 and 2017. 

j. Medicare Part D:  The Company covers prescription drug benefits in accordance with 
Medicare Part D under multiple contracts with CMS. The payments received monthly from CMS 
and members, which are determined from the Company’s annual bid, represent amounts for 
providing prescription drug insurance coverage. The Company recognizes premiums revenue 
for providing this insurance coverage ratably over the term of its annual contract. The CMS 
payment is subject to risk sharing through the Medicare Part D risk corridor provisions. In 
addition, receipts for reinsurance and low-income cost subsidies as well as receipts for certain 
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discounts on brand name prescription drugs in the coverage gap represent payments for 
prescription drug costs for which the Company is not at risk.  

The risk corridor provisions compare costs targeted in the Company’s bids to actual 
prescription drug costs, limited to actual costs that would have been incurred under the 
standard coverage as defined by CMS. Variances exceeding certain thresholds may result in 
CMS making additional payments to the Company or require the Company to refund to CMS a 
portion of the premiums received. As risk corridor provisions are considered in the Company’s 
overall annual bid process and in accordance with SSAP No. 66, Retrospectively Rated 
Contracts, (SSAP No. 66), the Company estimates and recognizes an adjustment to premiums 
revenue related to these provisions based upon pharmacy claims experience. The Company 
records a receivable or payable at the contract level.  

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the 
Medicare Part D program for which the Company assumes no risk. Reinsurance subsidies 
represent funding from CMS for its portion of prescription drug costs which exceed the 
member’s out-of-pocket threshold, or the catastrophic coverage level. Low-income cost 
subsidies represent funding from CMS for all or a portion of the deductible, the coinsurance and 
co-payment amounts above the out-of-pocket threshold for low-income beneficiaries. Monthly 
prospective payments from CMS for reinsurance and low-income cost subsidies are based on 
assumptions submitted with the Company’s annual bid. A reconciliation and related settlement 
of CMS’s prospective subsidies against actual prescription drug costs paid by the Company is 
made after the end of the year. The HCRL mandates consumer discounts of 50% on brand 
name prescription drugs for Part D plan participants in the coverage gap. These discounts are 
funded by CMS and pharmaceutical manufacturers while the Company administers the 
application of these funds. In accordance with SSAP No. 47, Uninsured Plans, (SSAP No. 47), 
the Company accounts for these subsidies and discounts as a deposit in the accompanying 
statements of admitted assets, liabilities and surplus and as an operating activity in the 
accompanying statements of cash flows. The Company does not recognize earned premiums 
or benefits incurred and loss adjustment expenses for these subsidies or discounts. Receipt 
and payment activity is accumulated at the contract level and recorded in the statutory 
statements of admitted assets, liabilities and surplus in amounts receivable relating to 
uninsured plans or accounts payable and accrued expenses.  

Settlement of the reinsurance and low-income cost subsidies as well as risk corridor payment is 
based on a reconciliation made approximately nine months after the close of each calendar 
year. Settlement with CMS for brand name prescription drug discounts is based on a 
reconciliation made approximately 14 to 18 months after the close of each calendar year. The 
Company continues to revise its estimates with respect to the risk corridor provisions based on 
subsequent period pharmacy claims data.  
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The accompanying statements of admitted assets, liabilities and surplus include the following 
amounts associated with Medicare Part D as of December 31, 2018 and 2017: 

  

 
2018 

 
2017 

  

 
Risk 

 
CMS 

 
Risk 

 
CMS 

  

 
Corridor 

 
Subsidies/ 

 
Corridor 

 
Subsidies/ 

  Settlement 
 

Discounts 
 

Settlement 
 

Discounts 
  

            Premiums receiv able $ 1,114,685 

 

$ -    

 

$ - 

 

$ -    

Amounts receiv able 

relating to uninsured 

plans  
 

-    
  

2,117,881 
  

-    
  

2,082,352 
Aggregate health policy  

reserv es 

 

(2,061,009) 

  

-    

  

(8,874,795) 

  

-    

Accounts pay able and 

accrued  expenses   -        (4,763,516)     -        (22,361,727) 

 

Net liability  $ (946,324) 

 

$ (2,645,635) 

 

$ (8,874,795) 

 

$ (20,279,375) 

 
k. Accounting for the Risk-Sharing Provisions of the Health Care Reform Law: Effective 

January 1, 2014, the risk spreading programs are applicable to certain of the Company’s 
commercial medical insurance products. These programs, commonly referred to as the 3Rs, 
include a permanent risk adjustment program, a transitional reinsurance program, and a 
temporary risk corridors program designed to more evenly spread the financial risk borne by 
issuers and to mitigate the risk that issuers would have mispriced products. The transitional 
reinsurance and temporary risk corridors programs were only applicable for years 2014 through 
2016. Policies issued prior to March 23, 2010 are considered grandfathered policies and are 
exempt from the 3Rs. Certain states have allowed non-grandfathered policies issued prior to 
January 1, 2014 to extend the date of required transition to policies compliant with the HCRL to 
as late as 2017. Accordingly, such policies are exempt from the 3Rs until they transition to 
policies compliant with the HCRL. 

The permanent risk adjustment program adjusts the premiums that commercial individual and 
small group health insurance issuers receive based on the demographic factors and health 
status of each member as derived from current year medical diagnosis as reported throughout 
the year. This program transfers funds from lower risk plans to higher risk plans within similar 
plans in the same state. The risk adjustment program is applicable to commercial individual and 
small group health plans operating both inside and outside of the health insurance exchanges 
established under the HCRL. Under the risk adjustment program, a risk score is assigned to 
each covered member to determine an average risk score at the individual and small group 
level by legal entity in a particular market in a state. Additionally, an average risk score is 
determined for the entire subject population for each market in each state. Settlements are 
determined on a net basis by state. Each health insurance issuer’s average risk score is 
compared to the state’s average risk score. Plans with an average risk score below the state 
average will pay into a pool and health insurance issuers with an average risk score that is 
greater than the state average risk score will receive money from that pool. The Company 
generally relies on providers, including certain network providers who are employees of 
Humana, to appropriately document all medical data, including the diagnosis codes submitted 
with claims, as the basis for the Company’s risk scores under the program. The Company’s 
estimate of amounts receivable and/or payable under the risk adjustment program is based on 
an estimate of both its own and the state average risk scores. Assumptions used in these 
estimates include but are not limited to published third party studies and other publicly available 
data including regulatory plan filings, geographic considerations including the Company’s 
historical experience in markets it has participated in over a long period of time, member 
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demographics (including age and gender for its members and other health insurance issuers), 
its pricing model, sales data for each metal tier (different metal tiers yield different risk scores), 
and the mix of previously underwritten membership as compared to new members in plans 
compliant with the HCRL. The Company refines its estimates as new information becomes 
available, including additional data released by HHS, regarding estimates of state average risk 
scores. Risk adjustment is subject to audit by HHS beginning with the 2015 coverage year, 
however, there were no payments associated with these audits for 2015 or 2016, the pilot years 
for the audits. The Company’s risk adjustment data for 2017 was selected for audit by HHS.  

The temporary risk corridor program applied to individual and small group Qualified Health 
Plans (or substantially equivalent plans), or QHPs, as defined by HHS, operating both inside 
and outside of the exchanges. Accordingly, plans subject to risk adjustment that are not QHPs, 
including the Company’s small group health plans, were not subject to the risk corridor 
program. The risk corridor provisions were included to limit issuer gains and losses by 
comparing allowable medical costs to a target amount, each defined/prescribed by HHS, and 
sharing the risk for allowable costs with the federal government. Allowable medical costs are 
adjusted for risk adjustment settlements, transitional reinsurance recoveries, and cost sharing 
reductions received from HHS. Variances from the target exceeding certain thresholds may 
result in HHS making additional payments to the Company or require it to refund HHS a portion 
of the premiums the Company received. 

The Company estimates and recognizes adjustments to earned premiums for the risk 
adjustment and risk corridor provisions by projecting its ultimate premium for the calendar year 
separately for individual and group plans by state. Estimated calendar year settlement amounts 
are recognized ratably during the year and are revised each period to reflect current 
experience, including changes in risk scores derived from medical diagnoses submitted by 
providers. The Company records receivables or payables at the individual or group level within 
each state and classifies the amounts as current or long-term in the statutory statements of 
admitted assets, liabilities and surplus based on the timing of expected settlement. 

The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the permanent HCRL risk 
adjustment and temporary risk corridor programs as of December 31, 2018 and 2017: 

HCRL Risk Adjustment  
 

   
Assets   

 
2018 

 
2017 

 

Premium adjustments receivable due to HCRL Risk Adjustment 
(including high risk pool payments) $ - 

 

$ - 

Liabilities 
 

  
  

  

 
Risk adjustment user fees payable for HCRL Risk Adjustment 

 
30,968 

 
 60,046 

 

Premium adjustments payable due to HCRL Risk Adjustment 

(including high risk pool payments) 
 

1,340,537 
 

 35,992,537 

Operations (Rev enue & Expenses) 
 

  
  

  

 

Reported as revenue in premium for accident and health contracts 
(written/collected) due to HCRL Risk Adjustment 

 

(4,304,043) 

 

 (45,597,207) 

 

Reported in expenses as HCRL risk adjustment user fees 
(incurred/paid) 

 

29,731 

 

 62,171 
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HCRL Risk Corridor 
Assets   2018 

 
2017 

 
Accrued retrospective premium due to HCRL Risk Corridors   $ - 

 
$ - 

Liabilities  
  

    

 

Reserve for rate credits or policy experience rating refunds due to 
HCRL Risk Corridors  

 

- 

 

 - 

Operations (Rev enue & Expenses)   
  

  
  

 
Effect of HCRL Risk Corridors on net premium income  

 
3,625 

 
 4,119 

 

Effect of HCRL Risk Corridors on change in reserves for rate 

credits  
 

- 
 

 - 

 
    The risk corridor receivable activity by program year is presented below.     

 

Risk 

Corridors 

Program 

Year 

Estimated 

Amount to be 

Filed or Final 

Amount Filed 

w ith CMS 

Non-Accrued 

Amounts for 

Impairment or 

Other 

Reasons 

Amounts 

received from 

CMS 

Assets 

Balance 

(Gross of Non-

admissions) 

Non-admitted 

Amount 

Net 

Admitted 

Asset 

2014 $ 414,667 $ 345,229 $ 69,438 $ - $ - $ - 

2015  3,073,969  3,073,969  -  -  -  - 

2016  -  -  -  -  -  - 

Total $ 3,488,636 $ 3,419,198 $ 69,438 $ - $ - $ - 

The transitional reinsurance program required the Company to make reinsurance contributions 
for calendar years 2014 through 2016 to a state or HHS established reinsurance entity based 
on a national contribution rate per covered member as determined by HHS. While all 
commercial medical plans, including self-funded plans, are required to fund the reinsurance 
entity, only fully-insured non-grandfathered plans compliant with the HCRL in the individual 
commercial market were eligible for recoveries if individual claims exceed a specified threshold. 
Accordingly, the Company accounted for transitional reinsurance contributions associated with 
all commercial medical health plans other than these non-grandfathered individual plans as an 
assessment in operating costs in its statutory statements of revenue and expenses. The 
Company accounted for contributions made by individual commercial plans compliant with the 
HCRL, which were subject to recoveries, as ceded premiums (a reduction of earned premiums) 
and similarly the Company accounted for any recoveries as ceded benefits (a reduction of 
benefits incurred and loss adjustment expenses) in its statutory statements of revenue and 
expenses.  
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The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the transitional HCRL 
reinsurance program as of December 31, 2018 and 2017: 

Assets    2018 
 

2017 

 
Amounts recoverable for claims paid due to HCRL Reinsurance $ - 

 
$ 735,327 

 

Amounts recoverable for claims unpaid due to HCRL 

Reinsurance (Contra Liability) 
 

- 
  

- 

 

Amounts receivable relating to uninsured plans for 

contributions for HCRL Reinsurance 
 

- 
  

- 

Liabilities 
  

  

   

 

Liabilities for contributions payable due to HCRL Reinsurance – 
not  reported as ceded premium 

 

-  

  

- 

 

Ceded reinsurance premiums payable due to HCRL 
Reinsurance 

 

- 

  

- 

 

Liabilities for amounts held under uninsured plans contributions 
for HCRL Reinsurance 

 

- 

  

- 

Operations (Rev enues & Expenses) 
 

  

   

 
Ceded reinsurance premiums due to HCRL Reinsurance 

 
- 

  
- 

 

Reinsurance recoveries (income statement) due to HCRL 

Reinsurance payments or expected payments 
 

966 
  

1,107,754 

 

HCRL Reinsurance contributions – not reported as ceded 

premiums 
 

- 
  

- 

Amounts recoverable for claims unpaid due to HCRL Reinsurance is a contra liability and is 
included in benefits and loss adjustment expenses payable on the statutory statements of 
admitted assets, liabilities and surplus.  

On November 2, 2017, Humana filed suit against the United States of America in the United 
States Court of Federal Claims, on behalf of its health plans seeking recovery from the federal 
government of $3,419,198 in payments for the Company under the risk corridor premium 
stabilization program established under the HCRL, for the years 2014, 2015 and 2016.  
Humana’s case has been stayed by the Court, pending resolution of similar cases filed by other 
insurers. 

In addition to the provisions discussed above, beginning in 2014, HHS paid the Company a 
portion of the health care costs for low-income individual members for which the Company 
assumes no risk in accordance with the HCRL. These cost subsidy payments ceased effective 
October 2017. The Company accounted for these subsidies as a deposit in its statutory 
statements of admitted assets, liabilities and surplus and as an operating activity in its 
statements of cash flows. The Company did not recognize earned premiums or benefits 
incurred and loss adjustment expenses for these subsidies. Receipt and payment activity was 
accumulated at the state level and recorded in its statutory statements of admitted assets, 
liabilities and surplus in health care and other receivables or accounts payable and accrued 
expenses depending on the state balance at the end of the reporting period.  
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A roll-forward of prior year HCRL risk-sharing provisions for the following asset (gross of any 
nonadmission) and liability balances, along with the reasons for adjustments to prior year 
balances are presented below: 

  

Accrued During the Prior 
Year on Business Written 
Bef ore December 31 of  

the Prior Year 

Receiv ed or Paid as of the 
Current Year on Business 
Written Before December 

31 of  the Prior Year 

Dif f erences Adjustments 
Unsettled Balances as of  

the Reporting Date 

Prior 
Year 

Accrued 
Less 

Pay ment
s (Col 1-

3) 

Prior Year 
Accrued 

Less 
Pay ments 
(Col 2-4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances   

Cumulativ
e Balance 
f rom Prior 
Years (Col 
1-3+7) 

Cumulative 
Balance f rom 
Prior Years (Col 
2-4+8) 

1 2 3 4 5 6 7 8  9 10 
Receiv able (Pay able) Receiv able (Pay able) Receiv able (Pay able) Receiv able (Pay able) Ref  Receiv able (Pay able) 

a. Permanent ACA Risk 
Adjustment Program   

          

1. Premium adjustments 
receiv able (including high 
risk pool pay ments)   1,040  (1,040)  1,040  A.    -  

2. Premium adjustments 
(pay ables) (including 
high risk pool 
pay ments)  (35,992,537)  (38,957,083)  2,964,546  (2,964,546) B.  - 

3. Subtotal ACA 
Permanent Risk 
Adjustment Program  (35,992,537) 1,040 (38,957,083) (1,040) 2,964,546 1,040 (2,964,546)  - - 

b. Transitional ACA 
Reinsurance Program             

1. Amounts recoverable 
f or claims paid 735,327  736,293  (966)  966  C. -  

2. Amounts recoverable 
f or claims unpaid 
(contra liability) -  -  -  -    -  

3. Amounts receivable 
relating to uninsured 
plans -  -  -  -    -  

4. Liabilities f or 
contributions payable 
due to ACA 
Reinsurance- not 
reported as ceded 
premium  -  -  -  -    - 

5. Ceded reinsurance 
premiums payable  -  -  -  -    - 

6. Liability  for amounts 
held under uninsured 
plans  -  -  -  -    - 

7. Subtotal ACA 
Transitional 
Reinsurance Program 735,327 - 736,293 - (966) - 966 -  - - 

c. Temporary  ACA Risk 
Corridors Program             

1. Accrued retrospective 
premium -  3,625  (3,625)  3,625  D. -  

2. Reserv e for rate credits 
or policy  experience 
rating ref unds  -  -  -  -    - 

3. Subtotal ACA Risk 
Corridors Program - - 3,625 - (3,625) - 3,625 -  - - 

d. Total f or ACA Risk 
Sharing Prov isions 735,327 (35,992,537) 740,958 (38,957,083) (5,631) 2,964,546 5,631 (2,964,546)  - - 

 

Explanation for adjustments 

A. Adjustments recorded to the 2017 risk adjustment receivable to align with the CMS 
payment report. 
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B. Adjustments recorded to the 2017 risk adjustment payable to align with the CMS 
payment report. 

C. Adjustments recorded to the 2017 reinsurance receivable to align with the CMS 
payment report. 

D. Adjustments recorded for additional risk corridor payments received in 2018 that had 
been previously written off. 

Net payments under the 3Rs associated with prior coverage years were $(38,216,126) and 

$(37,580,454) in 2018 and 2017, respectively. The Company collected all reinsurance 

recoverables relating to prior coverage years in 2018. 

A roll-forward of risk corridor assets, gross of any nonadmissions and liability balances by 

program year, along with the reasons for adjustments to prior year balances are presented 

below.   

  

Accrued as of  December 
31 of  the Prior Reporting 

Year 

Receiv ed or Paid as of  
the Current Period on 

Business Written for the 
Risk Corridors Program 

Year 

Dif f erences Adjustments 
Unsettled Balances as of 

the Reporting Date 

  

Accrued 
Less 

Pay ments 
(Col 1 -3) 

Accrued 
Less 

Pay ments 
(Col 2 -4) Balances 

Balance
s  

Cumulativ e 
Balance 

(Col 1-3+7) 

Cumulativ e 
Balance 

(Col 4-4+8) 

  1 2 3 4 5 6 7 8  9 10 

Risk Corridors 
Program Year  Receiv able (Pay able) Receiv able (Pay able) Receiv able (Pay able) Receiv able (Pay able) Ref  Receiv able (Pay able) 

2014  

Accrued 

retrospective 
premium  - 

 

3,625 

 

(3,625) 

 

3,625 

 

A. - 

 

Reserv e for 
rate credits 
or policy  
experience 
rating 
ref unds  

 

- 

 

- 

 

- 

 

-  

 

- 

2015 

Accrued 
retrospective 
premium  - 

 

- 

 

- 

 

- 

 

  - 

 

Reserv e for 
rate credits 
or policy  
experience 
rating 

ref unds  

 

- 

 

- 

 

- 

 

-  

 

- 

2016 

Accrued 
retrospective 
premium  -  -  -  -  

 

-  
Reserv e for 
rate credits 
or policy  
experience 
rating 
ref unds   - 

 

- 

 

- 

 

- 

  

- 

Total f or Risk 
Corridors - - 3,625 - (3,625) - 3,625 - 

 
- - 

Explanation for adjustments 

A. Adjustments recorded for additional risk corridor payments received in 2018 that had 
been previously written off. 

 

Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
23 of 54

Exempt from Business Proposal 
and Total Page Limits

183(E)

I I 

I I 



Humana Health Benefit Plan of Louisiana, Inc. 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2018 and 2017 

22 
           

l. Pharmacy Rebates: The Company benefits from several contractual agreements with 
pharmaceutical companies that offer rebates on certain prescription drugs based upon the rate 
of utilization through its agreement with Humana Pharmacy Solutions, Inc. (HPS) discussed in 
Note 10. The Company’s method used to estimate rebates receivable is based on historical 
trends and actual amounts invoiced to manufacturers. These rebates are recorded as a 
reduction of benefits incurred and loss adjustment expenses in the accompanying statutory 
statements of revenue and expenses. 

In accordance with SSAP No. 84, the following table summarizes the gross pharmacy rebate 
receivables included in admitted health care and other receivables in the accompanying 
statements of admitted assets, liabilities and surplus and the pharmacy rebates collected by 
quarter for 2018, 2017, and 2016:  

Quarter 

Estimated  
Pharmacy  

Rebates as  
Reported on  

Financial 
Statements 

 

Pharmacy  
Rebates as  

Billed or  
Otherwise  
Confirmed 

 

Actual Rebates  
Receiv ed 

Within 90 Days 
of Billing 

 

Actual Rebates  
Receiv ed 

Within 91 to 
180 Days of 

Billing 
 

Actual 
Rebates  

Receiv ed 
More than 181 

Days After 
Billing 

12/31/2018 $ 29,286,451 

 

$ 29,286,451 

 

$ - 

 

$ - 

 

$ - 

9/30/2018 

 
35,112,475 

  
35,112,475 

  
34,969,900 

  
- 

  
- 

6/30/2018 

 
46,560,483 

  
46,560,483 

  
46,344,117 

  
216,366 

  
- 

3/31/2018 

 
32,699,931 

  
32,699,931 

  
32,699,931 

  
- 

  
- 

12/31/2017 

 
25,799,613 

  
25,799,613 

  
24,333,998 

  
1,404,638 

  
60,977 

9/30/2017 

 
28,052,853 

  
28,052,853 

  
28,042,862 

  
- 

  
9,991 

6/30/2017 

 
27,246,040 

  
27,246,040 

  
27,209,756 

  
11,737 

  
24,547 

3/31/2017 

 
28,113,407 

  
28,113,407 

  
28,111,744 

  
- 

  
1,663 

12/31/2016 

 
20,235,789 

  
20,235,789 

  
20,212,624 

  
23,164 

  
- 

9/30/2016 

 
21,015,847 

  
21,015,847 

  
21,015,456 

  
- 

  
391 

6/30/2016 

 
19,032,237 

  
19,032,237 

  
19,011,108 

  
- 

  
21,129 

3/31/2016 

 
17,168,281 

  
17,168,281 

  
17,157,249 

  
- 

  
11,032 

Amounts not collected within 90 days of invoice or confirmation date are nonadmitted.  
Pharmacy rebates receivable of $142,575 and $34,538 were nonadmitted at December 31, 
2018 and 2017, respectively.  

m. Benefits Incurred and Loss Adjustment Expenses:  Benefits incurred and loss adjustment 
expenses include claim payments, capitation payments, pharmacy costs net of rebates, 
allocations of certain centralized expenses and various other costs incurred to provide health, 
dental and vision insurance coverage to members, as well as estimates of future payments to 
hospitals and others for medical care and other supplemental benefits provided on or prior to 
the date of the statements of admitted assets, liabilities and surplus. Capitation payments 
represent monthly contractual fees disbursed to participating primary care physicians, and other 
providers who are responsible for providing medical care to members. Pharmacy costs 
represent payments for members’ prescription drug benefits, net of rebates from drug 
manufacturers. Based on the nature of the expense, loss adjustment expenses are allocated 
between benefits incurred and loss adjustment expense and selling, general and administrative 
expense.   

The estimates of future medical claim payments are estimated using actuarial methods and 
assumptions based upon claim payment patterns, medical cost inflation, historical development 
such as claim inventory levels and claim receipt patterns, and other relevant factors.  
Corresponding administrative costs to process outstanding claims are estimated and accrued.  
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The Company continually reviews estimates of future payments relating to claims costs for 
services incurred in the current and prior periods and adjusts as necessary.   

Benefits expense is recognized in the period in which services are provided and includes an 
estimate of the cost of services which have been incurred but not yet reported, or IBNR. The 
Company’s reserving practice is to consistently recognize the actuarial best point estimate 
within a level of confidence required by actuarial standards. Actuarial standards of practice 
generally require a level of confidence such that the liabilities established for IBNR have a 
greater probability of being adequate versus being insufficient, or such that the liabilities 
established for IBNR are sufficient to cover obligations under an assumption of moderately 
adverse conditions. Adverse conditions are situations in which the actual claims are expected 
to be higher than the otherwise estimated value of such claims at the time of the estimate. 
Therefore, in many situations, the claim amounts ultimately settled will be less than the 
estimate that satisfies the actuarial standards of practice. 

The Company reassesses the profitability of its contracts for providing insurance coverage to its 
members when current operating results or forecasts indicate probable future losses. The 
Company establishes a premium deficiency reserve in the current year to the extent that the 
sum of expected future costs, claim adjustment expenses, and maintenance costs exceeds 
related future premiums under contracts. For purposes of determining premium deficiencies, 
contracts are grouped in a manner consistent with how the Company’s policies are marketed, 
serviced, and measured for the profitability of such contracts. Losses recognized as a premium 
deficiency result in a beneficial effect in subsequent periods as operating losses under these 
contracts are charged to the liability previously established.  

The Company determined that no premium deficiency liability should be recorded at December 
31, 2018 and 2017 within aggregate health policy reserves in the accompanying statements of 
admitted assets, liabilities and surplus.   

Management believes the Company’s benefits and loss adjustment expenses payable are 
adequate to cover future claims payments required. However, such estimates are based on 
knowledge of current events and anticipated future events. Therefore, the actual liability could 
differ materially from the amounts provided. 

n. Nonadmitted Assets:  Nonadmitted assets, which typically consist of premiums receivable 
past due in excess of 90 days, deferred tax assets in excess of certain limits, electronic data 
processing software in excess of certain limits, furniture and equipment, prepaid commissions 
and expenses, deposits, pharmacy rebates and other receivables past due in excess of 90 
days from the invoice date, are excluded from the statements of admitted assets, liabilities and 
surplus by direct charges to unassigned surplus in accordance with SSAP No. 4, Assets and 
Nonadmitted Assets (SSAP No. 4). 

o. Going Concern Considerations:  Effective December 31, 2016, the Company adopted 
revisions to SSAP No. 1, Disclosure of Accounting Policies, Risks & Uncertainties, and Other 
Disclosures (SSAP No. 1). The revisions require management of the Company to evaluate 
whether there is substantial doubt about the Company’s ability to continue as a going concern 
and provide certain disclosures if substantial doubt exists. Management of the Company has 
completed its evaluation of the Company and determined that there is no substantial doubt 
about its ability to continue as a going concern. 

p. Subsequent Events: The Company evaluated subsequent events through April 29, 2019, the 
date these financial statements were issued or available to be issued. 
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On January 1, 2019, the Company will not be subject to the annual fee under Section 9010 of 
the Federal HCRL as described in Note 2(b). The Consolidated Appropriations Act enacted on 
December 18, 2015, included a one-time one year suspension in 2017 of the health insurer fee. 
The Continuing Resolution bill, H.R. 195, enacted on January 22, 2018, included a one year 
suspension in 2019 of the health insurer fee, but the fee is scheduled to resume in calendar 
year 2020. Based on the moratorium no segregation was recorded within special surplus for the 
annual health insurance industry fee related to the 2018 data year. In 2018, the Company was 
subject to an annual fee under section 9010 of the Federal HCRL. This annual fee was 
allocated to individual health insurers based on the ratio of the amount of the entity’s net 
premiums written during the preceding calendar year to the amount of health insurance for any 
U.S. health risk that was written during the preceding calendar year. The 2018 fee was included 
in 2017 special surplus and paid September 30, 2018. The impact of the annual health 
insurance industry fee on the Company's operations as of December 31, 2018 and 2017 were 
as follows: 

   2018 
 

2017 
          

HCRL fee assessment payable $ - $ 41,411,031 

HCRL fee assessment paid 
 

38,168,921   - 

Premium w ritten subject to HCRL 9010 assessment 
 

-   2,079,327,783 

Total Adjusted Capital Level before surplus adjustment   252,866,515   294,286,121 

Total Adjusted Capital Level after surplus adjustment   252,866,515   252,875,090 

Authorized Control Level after surplus adjustment   57,986,150   56,483,650 

 
The Company is not aware of any events or transactions occurring subsequent to the balance 
sheet date, but before the issuance of the financial statements which may have a material 
effect on its financial condition.  

3. Correction of Prior Period Errors 

In April of 2017, the Company determined that two ongoing provider disputes related to plan year 
2016 would result in additional claims of $981,460. This resulted in the 2016 benefits and loss 
adjustment expenses payable to be understated by $981,460. The income statement, within 
benefits incurred and loss adjustment expenses, was also understated by $981,460 and federal 
and state taxes were overstated by $324,317. Consistent with SSAP No. 3, Accounting Changes 
and Corrections of Errors (SSAP No. 3), the net impact of the claims dispute for 2016 after the tax 
impact was recorded as an adjustment to unassigned surplus. The full amount of the 2016 disputed 
claims was settled during the second quarter of 2017. 
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4. Bonds 

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2018 and 
2017 were as follows: 

   2018 

 
  Book/ 

      
 

  Adjusted 
 

Gross 
 

Gross 
  

 
  Carrying 

 
Unrealized 

 
Unrealized 

 
Estimated 

   Value 
 

Gains 
 

Losses 
 

Fair Value 

 
  

           U. S. Governments $ 43,533,781 
 

$  83,757 
 

$ (1,728,206) 
 

$ 41,889,332 

States, territories and possessions 

 

119,014,807 

  

1,840,546 

  

(213,049) 

  

120,642,304 

Political subdivisions of states, 
territories and possessions 

 

48,454,630 

  

550,705 

  

(295,501) 

  

48,709,834 

Special revenue and special 
assessment obligations and all 

non-guaranteed obligations of 
agencies and authorities of 

governments and their political 
subdivisions 

 

73,774,615 

  

553,576 

  

(654,852) 

  

73,673,339 

Industrial and miscellaneous 
 

156,741,454 
  

561,760 
  

(2,886,944) 
  

154,416,270 

 
Total bonds $ 441,519,287 

 
$ 3,590,344 

 
$ (5,778,552) 

 
$ 439,331,079 

 

 
 

2017 

  
Book/ 

      
 

  Adjusted 
 

Gross 
 

Gross 
  

 
  Carrying 

 
Unrealized 

 
Unrealized 

 
Estimated 

   Value 
 

Gains 
 

Losses 
 

Fair Value 

 
  

           U. S. Governments $ 34,282,432 

 
$  154,090 

 
$ (1,020,254) 

 
$ 33,416,268 

States, territories and possessions 

 

110,472,629 

  
2,980,579 

  
(164,110) 

  
113,289,098 

Political subdivisions of states, 
territories and possessions 

 

46,396,584 

  
1,111,884 

  
(266,079) 

  
47,242,389 

Special revenue and special 
assessment obligations and all 

non-guaranteed obligations of 
agencies and authorities of 

governments and their political 
subdivisions 

 

60,330,104 

  
819,332 

  
(483,979) 

  
60,665,457 

Industrial and miscellaneous  174,306,872 

  
2,297,585 

  
(884,004) 

  
175,720,453 

 
Total bonds $ 425,788,621 

 
$ 7,363,470 

 
$ (2,818,426) 

 
$ 430,333,665 
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The book/adjusted carrying value and estimated fair value of bonds and short-term investments at 
December 31, 2018, by contractual maturity, are shown below. Expected maturities may differ from 
contractual maturities because borrowers may have the right to call or prepay obligations with or 
without call or prepayment penalties and because most structured securities provide for periodic 
payments through their lives. 

 

  Book/Adjusted 
 

Estimated 

   Carrying Value 
 

Fair Value 

 

  

     Due in one year or less $ 32,888,852 
 

$ 32,672,236 

Due after one year through five years  207,613,289  
 

206,263,830 

Due after five years through ten years 
 

142,685,450 
 

 

142,792,931 

Due after ten years  49,185,995  
 

48,408,271 

Mortgage and asset-backed securities  11,262,664   11,310,774 

  

$ 443,636,250 
 

$ 441,448,042 

 

The detail of realized gains (losses) of bonds for the years ended December 31, 2018 and 2017 
were as follows: 

     2018 
 

2017 

 
     

     Gross realized gains $ 64,943 
 

$ 3,945 

Gross realized losses   (24,551) 
 

  (5,759) 

 

Net realized gains (losses)  $ 40,392 

 

$ (1,814) 

 
Gross unrealized losses and fair values aggregated by investment category and length of time that 
individual securities have been in a continuous unrealized loss position at December 31, 2018 and 
2017 were as follows: 

 
   2018 

 
   Less Than 12 Months 

 
12 Months or More 

 
Total 

 
   Fair Unrealized 

 
Fair Unrealized 

 
Fair Unrealized 

    Value Losses 
 

Value Losses 
 

Value Losses 

 
   

              U.S. Governments $ 10,697,561 $ (242,275) 
 

$ 29,803,778 $ (1,485,930) 
 

$ 40,501,339 $ (1,728,206) 

States, territories and 
possessions  14,056,982 

 

(62,726) 

  

15,005,393 

 

(150,323) 

  

29,062,375 

 

(213,049) 

Political subdivisions of   
states, territories and  
possessions 

 
7,330,172 

 
(24,510) 

  
12,124,742 

 
(270,991) 

  
19,454,914 

 
(295,501) 

Special rev enue and 
special assessment 
obligations and all 
non- guaranteed 
obligations of  
agencies and 
authorities of 
gov ernments and their 

political subdivisions 

 

12,290,258 

 

(35,142) 
  

31,343,779 
 

(619,710) 
  

43,634,037 
 

(654,852) 

Industrial and misc.   38,975,900   (606,955) 
 

  80,845,382   (2,279,990) 
 
  119,821,282   (2,886,944) 

 

Total inv ested 
assets $ 83,350,873 $ (971,608) 

 
$ 169,123,074 $ (4,806,944) 

 
$ 252,473,947 $ (5,778,552) 
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   2017 

 
   Less Than 12 Months 

 
12 Months or More 

 
Total 

 
   Fair Unrealized 

 
Fair Unrealized 

 
Fair Unrealized 

    Value Losses 
 

Value Losses 
 

Value Losses 

 
   

              U.S. Governments $ 10,376,207 $ (91,514) 
 

$ 20,240,482 $ (928,740) 
 

$ 30,616,689 $ (1,020,254) 

States, territories and 
possessions  10,654,451 

 
(77,820) 

  
8,726,085 

 
(86,290) 

  
19,380,536 

 
(164,110) 

Political subdivisions of   

states, territories and  
possessions 

 
3,536,792 

 
(34,729) 

  
8,889,810 

 
(231,350) 

  
12,426,602 

 
(266,079) 

Special rev enue and 
special assessment 
obligations and all 
non- guaranteed 
obligations of  
agencies and 
authorities of 
gov ernments and their 
political subdivisions 

 

14,391,618 
 

(187,537) 
  

18,011,338 
 

(296,442) 
  

32,402,956 
 

(483,979) 
Industrial and misc.   59,439,917   (337,493) 

 
  29,504,600   (546,511) 

 
  88,944,517   (884,004) 

 

Total inv ested 
assets $ 98,398,985 $ (729,093) 

 
$ 85,372,315 $ (2,089,333) 

 
$ 183,771,300 $ (2,818,426) 

 
The unrealized loss from all securities was generated from 136 investment positions at December 
31, 2018. All issuers of securities the Company owns that were trading at an unrealized loss at 
December 31, 2018 remain current on all contractual payments. After taking into account these and 
other factors previously described, the Company believes these unrealized losses primarily were 
caused by an increase in market interest rates in the current markets since the time the securities 
were purchased. At December 31, 2018, the Company did not intend to sell the securities with an 
unrealized loss position, and it is not likely that the Company will be required to sell these securities 
before recovery of their amortized cost basis. As a result, the Company believes that the securities 
with an unrealized loss were not other-than-temporarily impaired at December 31, 2018.  
Unrealized gains or losses on bonds deemed temporary are included as an adjustment to surplus in 
the statutory financial statements. 

5. Reinsurance 

The Company reinsures portions of its business through various reinsurance treaties. These 
treaties protect the Company from sustaining losses above predetermined levels and are included 
as a reduction of earned premiums in the accompanying statements of revenue and expenses. 
Although the reinsurer in each case is primarily liable on the insurance ceded, the Company 
remains liable to the insured whether or not the reinsurer meets its contractual obligations. 

The Company has reinsurance contracts with various insurers. For the year ended December 31, 
2017 there were $3,014 premiums ceded related to these contracts. No premiums were ceded in 
2018.     

In 2018 and 2017, the Company did not commute any ceded reinsurance, nor did it enter into or 
engage in any agreement that reinsures policies or contracts that were in-force or had existing 
reserves as of the effective date of such agreements. No write-offs of reinsurance balances 
occurred in 2018 or 2017. The Company remains obligated for amounts ceded in the event that 
reinsurers do not meet their obligations. 

The Company has not entered into any reinsurance agreements in which the reinsurer may 
unilaterally cancel any reinsurance for reasons other than nonpayment of premiums or other 
amounts due. The Company does not have any reinsurance agreements in effect in which the 
amount of losses paid or accrued through December 31, 2018 or 2017 would result in a payment to 
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the reinsurer of amounts which, in the aggregate and allowing for offset of mutual credits from other 
reinsurance agreements with the same reinsurer, exceed the total direct premiums collected under 
the reinsured policies. 

6. Income Taxes 

The components of the net admitted deferred tax assets and deferred tax liabilities by character as 
of December 31, 2018 and 2017 were as follows: 

    2018 

    
Ordinary 

 
Capital 

 
Total 

            Gross deferred tax assets  $ 3,463,924 
 

$ 31,146 
 

$ 3,495,070 

Statutory valuation allowance adjustment    - 

 

  (31,146) 

 

  (31,146) 

 

Adjusted gross deferred tax assets 

  

3,463,924 

  

- 

  

3,463,924 

Deferred tax assets nonadmitted    (79,830) 
 

  - 
 

  (79,830) 

 

Subtotal net admitted deferred tax assets 

  

3,384,094 

  

- 

  

3,384,094 

Gross deferred tax liabil ities 
 

  (279,921) 

 

  - 

 

  (279,921) 

 
Net admitted deferred tax asset/(l iabil ity) 

 
$ 3,104,173 

 
$ - 

 
$ 3,104,173 

 

    2017 

    
Ordinary 

 
Capital 

 
Total 

            Gross deferred tax assets 
 

$  7,930,861 
 

$ - 
 

$ 7,930,861 

Statutory valuation allowance adjustment 

 

  - 

 

  - 

 

  - 

 

Adjusted gross deferred tax assets 

  

7,930,861 

  

- 

  

7,930,861 

Deferred tax assets nonadmitted 
 

  (1,320,341) 
 

  - 
 

  (1,320,341) 

 

Subtotal net admitted deferred tax assets 

  

6,610,520 

  

- 

  

6,610,520 

Gross deferred tax liabil ities 

 

  (6,363) 

 

  - 

 

  (6,363) 

 
Net admitted deferred tax asset/(l iabil ity) 

 
$  6,604,157 

 
$ - 

 
$ 6,604,157 

 
None of the Company’s ordinary (or capital) adjusted gross or net admitted DTAs were generated 
using tax planning strategies. There are no temporary differences for which a DTL has not been 
established. 

The amount of admitted adjusted gross deferred tax assets under SSAP No. 101, Income Taxes 
(SSAP No. 101) as of December 31, 2018 and 2017 were as follows: 

    
December 31, 2018 

    Ordinary 
 

Capital 
 

Total 

            Federal income taxes paid in prior years recoverable 
through loss carrybacks  $   3,042,962 

 

$ - 

 

$ 3,042,962 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold l imitation  

 

61,211 

  

- 

  

61,211 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date  

 

XXX 

  

XXX 

  

61,211 

Adjusted gross deferred tax assets allowed per 
l imitation threshold  

 

XXX 

  

XXX 

  

37,464,351 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities    279,921 

 

  - 

 

  279,921 

 

Deferred tax assets admitted as the result of 
application of SSAP No. 101 total 

 

$   3,384,094 

 

$ - 

 

$ 3,384,094 
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December 31, 2017 

    Ordinary 
 

Capital 
 

Total 

            Federal income taxes paid in prior years recoverable 
through loss carrybacks  $   6,190,238 

 

$ - 

 

$ 6,190,238 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold l imitation  

 

413,919 

  

- 

  

413,919 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date  

 

XXX 

  

XXX 

  

413,919 

Adjusted gross deferred tax assets allowed per 
l imitation threshold  

 

XXX 

  

XXX 

  

43,152,295 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities    6,363 

 

  - 

 

  6,363 

 

Deferred tax assets admitted as the result of 
application of SSAP No. 101 total 

 

$   6,610,520 

 

$ - 

 

$ 6,610,520 

 
The ratio percentage used to determine recovery period and threshold limitation amount was as 
follows: 

    
2018 

 
2017 

         Ratio percentage used to determine recovery period 
  

      and threshold l imitation amount   431% 
  

509% 

Amount of adjusted capital and surplus used to determine   
      recovery period and threshold l imitation 

 
$ 249,762,339 

 

$ 287,681,964 

 
The Company’s tax planning strategies do not include the use of reinsurance. 

The significant components of federal income taxes incurred for the years ended December 31, 
2018 and 2017 consisted of the following: 

    2018 
 

2017 

         Current year income tax provision  $ 16,036,199  $ 39,604,558 

Revisions in prior years’ estimated taxes  
  (2,500,849)     (299,018) 

Federal income tax expense excluding the tax on realized 
capital losses and before change in net deferred 

income taxes 
  

13,535,350 
 

 
39,305,540 

Tax on realized capital losses   (7,157)  
 

(635) 

Change in net deferred income taxes 
 

  4,740,495 
 

  6,637,820 

Correction of prior period error   -   (297,986) 

 
Total statutory income taxes 

 
$ 18,268,688   $ 45,644,739  
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs 
in the Company’s statements of admitted assets, liabilities and surplus at December 31, 2018 and 
2017 were as follows: 

    2018 
 

2017 
 

Change 

            DTAs resulting from book/tax 
differences in   

       Ordinary 

          

 

Discounting of unpaid losses 
 

$ 2,099,628 

 

$ 3,501,462 

 

$ (1,401,834) 

 
Advance premiums  

 
270,553 

  
477,239 

  
(206,686) 

 

Policyholder reserves 
 

 

- 

  

788,471 

  

(788,471) 

 
Investments  

 
- 

  
- 

  
- 

 
Deferred acquisition costs  

 
190,472 

  
2,333,335 

  
(2,142,863) 

 

Policyholder dividends accrual 
 

 

- 

  

- 

  

- 

 
Fixed assets  

 
303,310 

  
306,830 

  
(3,520) 

 

Compensation and benefit accruals  
 

- 

  

- 

  

- 

 

Pension accruals 
 

 

- 

  

- 

  

- 

 
Receivables - nonadmitted  

 
- 

  
- 

  
- 

 

Net operating loss carryforwards 
 

 

- 

  

- 

  

- 

 
Tax credit carryforward  

 
- 

  
- 

  
- 

 
Other 

  
- 

  
- 

  
- 

 

Bad debts 
 

 

279,493 

  

122,278 

  

157,215 

 
Accrued litigation  

 
- 

  
- 

  
- 

 

CMS Rx reserves  
 

113,230 

  

154,860 

  

(41,630) 

 CMS risk corridor – ACA   -   -   - 

 
Medicare risk adjustment data  

 
- 

  
- 

  
- 

 

Miscellaneous reserves 
 

  157,635 

 

  178,706 

 

  (21,071) 

 Accrued lease   10,498   18,800   (8,302) 

 Section 197 intangibles   39,105   48,880   (9,775) 

 Reinsurance fee   -   -   - 

 Provider contracts   -   -   - 

  

Gross ordinary DTAs  
 

3,463,924 

  

7,930,861 

  

(4,466,937) 

Statutory valuation allowance adjustment 
 

 

- 

  

- 

  

- 

Nonadmitted ordinary DTAs    (79,830) 
 

  (1,320,341) 
 

  1,240,511 

  

Admitted ordinary DTAs  
 

3,384,094 

 

 6,610,520 

  

(3,226,426) 

Capital 

          

 
Investments  

 
31,146 

  
- 

  
31,146 

 

Net capital loss carryforwards  
 

- 

  

- 

  

- 

 
Real estate  

 
- 

  
- 

  
- 

 
Other 

 
  - 

 
  - 

 
  - 

  

Gross capital DTAs 
 

 

31,146 

  

- 

  

31,146 

Statutory valuation allowance adjustment  
 

(31,146) 
  

- 
  

(31,146) 

Nonadmitted capital DTAs    - 
 

  - 
 

  - 

  

Admitted capital DTAs 
 

  - 

 

  - 

 

  - 

  
Admitted DTAs  $ 3,384,094 

 
$ 6,610,520 

 
$ (3,226,426) 
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    2018 
 

2017 
 

Change 

            DTLs resulting from book/tax differences in   
       Ordinary 

          

 
Investments  $ - 

 
$ - 

 
$ - 

 

Fixed assets 
 

 

- 

  

- 

  

- 

 
Deferred and uncollected premium  

 
- 

  
- 

  
- 

 
Policyholder reserves  

 
- 

  
- 

  
- 

 

Other 
 

 

- 

  

- 

  

- 

 
Premium acquisition expense 

 
  (8,714) 

 
  (6,363) 

 
  (2,351) 

    CMS RX Reserve   -   -   - 

 Reserve Transition Adjustment   (271,207)   -   (271,207) 

  
Ordinary DTLs    (279,921) 

 
  (6,363) 

 
  (273,558) 

Capital 

          

 

Investments 
 

 

- 

  

- 

  

- 

 
Real estate  

 
- 

  
- 

  
- 

 

Other 

  

  - 

 

  - 

 

  - 

  
Capital DTLs    - 

 
  - 

 
  - 

  
DTLs    (279,921) 

 
  (6,363) 

 
  (273,558) 

  

Net deferred tax assets/(l iabil ities)  $ 3,104,173 

 

$ 6,604,157 

 

$ (3,499,984) 

The Company considers all available sources of income in determination of the need for a statutory 
valuation allowance. There is no statutory valuation allowance on the ordinary portion of the DTA 
as the tax allocation agreement between the Company and Humana grants the Company the 
enforceable right to be paid for future losses it may incur. There is no ordinary DTA generated by 
the Company which Humana does not expect the consolidated tax filing group to benefit from. A 
statutory valuation allowance has been set up for deferred taxes on future capital loss items, due to 
uncertainty regarding the timing of their reversal.   

The tax reform law enacted on December 22, 2017 (the Tax Reform Law) reduced the statutory 
federal corporate income tax rate to 21 percent from 35 percent, beginning in 2018. The rate 
reduction required a remeasurement of the Company’s net deferred tax asset. The impact on 
December 31, 2017 surplus was as follows: 

    Surplus Impact 

Tax Reform Effect on Operations  $ (5,282,998) 

Tax Reform Effect on Deferred Taxes Non-Admitted    880,227 

Tax Reform Effect on Unrealized Gains and Losses                             - 

Total Impact of Tax Reform  $ (4,402,771) 

 
Revisions in 2018 to the Company's prior estimate for the effects of the Tax Reform Law were not 
material to the financial statements. This completes the Company's accounting related to Tax 
Reform. 

The change in nonadmitted deferred tax assets from December 31, 2017 to 2018 was a decrease 
of $1,240,511. The change in nonadmitted deferred tax assets from December 31, 2016 to 2017 
was a decrease of $1,361,058. 

The provision for federal income taxes incurred is different from that which would be obtained by 
applying the statutory federal income tax rate to income before income taxes due principally to the 
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HCRL fee, change to nonadmitted assets and deferred tax true-ups and tax-exempt interest in 
2018.   

The Company had no net operating loss carryforwards at December 31, 2018 or 2017. 

The following table demonstrates the income tax expense for 2017 and 2018 that is available for 
recoupment in the event of future net losses: 

  Ordinary 
 

Capital 
 

Total 
2017 

 
36,805,723 

  
(635) 

  
36,805,088 

2018 

 

16,036,199 

  

(7,157) 

  

16,029,042 

  

$ 52,841,922 

 

$ (7,792) 

 

$ 52,834,130 

There are no deposits admitted under IRC § 6603, Deposits Made to Suspend Running of Interest 
on Potential Underpayments. 

The Company is included in the consolidated federal income tax return of Humana and its wholly 
owned subsidiaries. Under a written agreement, Humana allocates its federal income tax liability 
among the subsidiaries of the consolidated return group (including the Company) based on the 
ratio that each subsidiary's separate return tax liability for the year bears to the sum of the separate 
return liabilities of all subsidiaries. Benefits for net operating losses are recognized currently. The 
final settlement under this agreement is made after the annual filing of the consolidated income tax 
return. 

As part of the consolidated income tax return of Humana, the Company has accrued no tax 
contingencies during 2018 or 2017.   

As of December 31, 2018, there were no positions for which management believes it is reasonably 
possible that the total amounts of tax contingencies will significantly increase or decrease within 
12 months of the reporting date. Humana files income tax returns in U.S. federal jurisdiction and 
several state jurisdictions. The U.S. Internal Revenue Service (IRS) has completed its examinations 
of Humana’s consolidated income tax returns for 2017 and prior years. Humana’s 2018 tax return is 
under advance review by the IRS under the Compliance Assurance Process. Humana is not aware 
of any material adjustments that may be proposed as a result of any ongoing or future 
examinations. 
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The names of the entities with whom the Company’s federal income tax return is consolidated for 
the current year include the following: 

HUMANA INC. AND SUBSIDIARIES INCLUDED IN 2018 CONSOLIDATED FEDERAL INCOME TAX 
RETURN 

   CALENDAR YEAR ENDED DECEMBER 31, 2018 
AFFILIATIONS SCHEDULE 

   CORPORATE NAME AND EMPLOYER IDENTIFICATION NUMBER 
THE ADDRESS OF EACH COMPANY IS:   P. O. BOX 740026, LOUISVILLE, KY 40201 

   

  
EMPLOYER 

CORP. 
 

IDENTIFICATION 
NO. CORPORATION NAME NUMBER 

1 HUMANA INC. 61-0647538 
2 154TH STREET MEDICAL PLAZA, INC. 65-0851053 
3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-OWNERS, 

INC. 
20-5309363 

4 54TH STREET MEDICAL PLAZA, INC. 65-0293220 
5 AMERICAN ELDERCARE, INC. 65-0380198 
6 ARCADIAN HEALTH PLAN, INC. 20-1001348 
7 CAC MEDICAL CENTER HOLDINGS, INC. 30-0117876 
8 CAC-FLORIDA MEDICAL CENTERS, LLC 26-0010657 
9 CARENETWORK, INC. 39-1514846 

10 CAREPLUS HEALTH PLANS, INC. 59-2598550 
11 CARITEN HEALTH PLAN INC. 62-1579044 
12 CHA HMO, INC. 61-1279717 
13 CHA SERVICE COMPANY, INC. 61-1279716 
14 COMPBENEFITS COMPANY 59-2531815 
15 COMPBENEFITS CORPORATION 04-3185995 
16 COMPBENEFITS DENTAL, INC. 36-3686002 
17 COMPBENEFITS DIRECT, INC. 58-2228851 
18 COMPBENEFITS INSURANCE COMPANY 74-2552026 
19 COMPLEX CLINICAL MANAGEMENT, INC. 45-3713941 
20 CONTINUCARE CORPORATION 59-2716023 
21 CONTINUCARE MEDICAL MANAGEMENT, INC. 65-0791417 
22 CONTINUCARE MSO, INC. 65-0780986 
23 DEFENSEWEB TECHNOLOGIES, INC. 33-0916248 
24 DENTAL CARE PLUS MANAGEMENT, CORP. 36-3512545 
25 DENTICARE, INC. 76-0039628 
26 EMPHESYS INSURANCE COMPANY 31-0935772 
27 EMPHESYS, INC. 61-1237697 
28 FAMILY PHYSICIANS OF WINTER PARK, INC. 59-3164234 
29 FPG ACQUISITION CORP. 81-3802918 
30 FPG ACQUISITION HOLDINGS CORP. 81-3819187 
31 FPG HOLDING COMPANY, LLC 32-0505460 
32 HARRIS, ROTHENBERG INTERNATIONAL, INC. 27-1649291 
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33 HEALTH VALUE MANAGEMENT, INC. 61-1223418 
34 HUMANA ACTIVE OUTLOOK, INC. 20-4835394 
35 HUMANA AT HOME (DALLAS), INC. 75-2739333 
36 HUMANA AT HOME (HOUSTON), INC. 76-0537878 
37 HUMANA AT HOME (MA), INC. 04-3580066 
38 HUMANA AT HOME (SAN ANTONIO), INC.  01-0766084 
39 HUMANA AT HOME (TLC), INC. 75-2600512 
40 HUMANA AT HOME 1, INC. 65-0274594 
41 HUMANA AT HOME, INC. 13-4036798 
42 HUMANA BEHAVIORAL HEALTH, INC. 75-2043865 
43 HUMANA BENEFIT PLAN OF ILLINOIS, INC. 37-1326199 
44 HUMANA DENTAL COMPANY 59-1843760 
45 HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC. 46-4912173 
46 HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC. 58-2209549 
47 HUMANA GOVERNMENT BUSINESS, INC. 61-1241225 
48 HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC. 72-1279235 
49 HUMANA HEALTH COMPANY OF NEW YORK, INC. 26-2800286 
50 HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC. 61-1041514 
51 HUMANA HEALTH PLAN OF CALIFORNIA, INC. 26-3473328 
52 HUMANA HEALTH PLAN OF OHIO, INC. 31-1154200 
53 HUMANA HEALTH PLAN OF TEXAS, INC. 61-0994632 
54 HUMANA HEALTH PLAN, INC. 61-1013183 
55 HUMANA HEALTHCARE RESEARCH, INC. (f/k/a COMPREHENSIVE 

HEALTH INSIGHTS, INC.) 
42-1575099 

56 HUMANA HOME ADVANTAGE (TX), P.A. 81-0789608 
57 HUMANA INNOVATION ENTERPRISES, INC. 61-1343791 
58 HUMANA INSURANCE COMPANY 39-1263473 
59 HUMANA INSURANCE COMPANY OF KENTUCKY 61-1311685 
60 HUMANA INSURANCE COMPANY OF NEW YORK 20-2888723 
61 HUMANA MARKETPOINT, INC. 61-1343508 
62 HUMANA MEDICAL PLAN OF MICHIGAN, INC. 27-3991410 
63 HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC. 27-4460531 
64 HUMANA MEDICAL PLAN OF UTAH, INC. 20-8411422 
65 HUMANA MEDICAL PLAN, INC. 61-1103898 
66 HUMANA PHARMACY SOLUTIONS, INC. 45-2254346 
67 HUMANA PHARMACY, INC. 61-1316926 
68 HUMANA REGIONAL HEALTH PLAN, INC. 20-2036444 
69 HUMANA VETERANS HEALTHCARE SERVICES, INC. 20-8418853 
70 HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE 

CORPORATION 
39-1525003 

71 HUMANADENTAL INSURANCE COMPANY 39-0714280 
72 HUMANADENTAL, INC. 61-1364005 
73 HUMCO, INC. 61-1239538 
74 HUM-e-FL, INC. 61-1383567 
75 KANAWHA INSURANCE COMPANY 57-0380426 
76 KMG AMERICA CORPORATION 20-1377270 
77 MANAGED CARE INDEMNITY, INC. 61-1232669 
78 MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS 27-4379634 
79 METCARE OF FLORIDA, INC. 65-0879131 
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80 METROPOLITAN HEALTH NETWORKS, INC. 65-0635748 
81 PARTNERS IN INTEGRATED CARE, INC. 47-2905609 
82 PARTNERS IN PRIMARY CARE (GA), P.C. 83-2624178 
83 PARTNERS IN PRIMARY CARE (KS), P.A. 82-2000699 
84 PARTNERS IN PRIMARY CARE (NC), P.C. 82-1926920 
85 PARTNERS IN PRIMARY CARE, P.A. 47-1161014 
86 PHP COMPANIES, INC. 62-1552091 
87 PREFERRED HEALTH PARTNERSHIP, INC. 62-1250945 
88 PRESERVATION ON MAIN, INC. 20-1724127 
89 PRIMARY CARE HOLDINGS, INC. 46-1225873 
90 ROHC, LLC 75-2844854 
91 SENIORBRIDGE (NC), INC. 56-2593719 
92 SENIORBRIDGE CARE MANAGEMENT, INC. 80-0581269 
93 SENIORBRIDGE FAMILY COMPANIES (AZ), INC. 46-0702349 
94 SENIORBRIDGE FAMILY COMPANIES (CA), INC. 45-3039782 
95 SENIORBRIDGE FAMILY COMPANIES (CT), INC. 27-0452360 
96 SENIORBRIDGE FAMILY COMPANIES (FL), INC. 65-1096853 
97 SENIORBRIDGE FAMILY COMPANIES (IL), INC. 02-0660212 
98 SENIORBRIDGE FAMILY COMPANIES (MD), INC. 81-0557727 
99 SENIORBRIDGE FAMILY COMPANIES (MO), INC. 46-0677759 

100 SENIORBRIDGE FAMILY COMPANIES (NJ), INC. 36-4484449 
101 SENIORBRIDGE FAMILY COMPANIES (NY), INC. 36-4484443 
102 SENIORBRIDGE FAMILY COMPANIES (OH), INC. 20-0260501 
103 SENIORBRIDGE FAMILY COMPANIES (PA), INC. 38-3643832 
104 SENIORBRIDGE FAMILY COMPANIES (VA), INC. 46-0691871 
105 TEXAS DENTAL PLANS, INC. 74-2352809 
106 THE DENTAL CONCERN, INC. 52-1157181 
107 TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A. 47-2770181 
108 TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A. 47-2111323 
109 TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C. 47-2750105 
110 TRANSCEND INSIGHTS, INC. 80-0072760 
111 TRANSCEND POPULATION HEALTH MANAGEMENT, LLC 46-5329373 

 
7. Benefits and Loss Adjustment Expenses Payable 

Activity in benefits and loss adjustment expenses payable for the years ended December 31, 2018 
and 2017 are summarized as follows: 

  
2018 

 
2017 

       Balance at January 1, $ 189,459,246 

 

$ 162,844,891 

Benefits incurred and loss adjustment expenses related to 
     

 

Current year 

 

1,755,624,658 

  

1,791,436,720 

 
Prior year   (17,862,658) 

 
  (16,346,058) 

   
1,737,762,000 

  
1,775,090,662 

Benefits and loss adjustment expenses paid related to 

 

  

  

  

 
Current year 

 
1,598,384,131 

  
1,604,832,874 

 

Prior year   157,416,260 

  

143,643,433 

   
1,755,800,391 

  
1,748,476,307 

Balance at December 31, $ 171,420,855 
 

$ 189,459,246 
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Benefits and loss adjustment expenses payable at December 31, 2017 and 2016 ultimately settled 
during 2018 and 2017 for $17,862,658 and $16,346,058 less, respectively, than the amounts 
originally estimated as a result of favorable developments of unpaid claims and claim adjustment 
expenses principally on Commercial and Medicare operations. These favorable developments were 
generally the result of ongoing analysis of recent loss development trends. Original estimates are 
increased or decreased as additional information becomes known regarding individual claims. The 
Company did not record any adjustments to premiums related to prior period claims development. 

8. Dividend Restrictions 

Dividends or returns of capital to shareholders are noncumulative and are paid as determined by 
the Board of Directors. In accordance with the Department statutes, the maximum amount of 
dividends or returns of capital to shareholders which can be paid by the Company without prior 
approval by the Department is the lesser of 10% of total surplus, or the greater of net operating 
gain for the calendar year preceding the dividend or for the 3 calendar years preceding the dividend 
less dividends paid for the most recent 2 of those calendar years. Based on these restrictions, the 
Company could have paid a maximum dividend to shareholders of approximately $29,420,000 in 
2018 without prior regulatory approval. 

Dividends or returns of capital to shareholders paid by the Company are listed below. These 
dividends or returns of capital to shareholders are included as dividends or returns of capital paid 
from unassigned surplus in the accompanying statements of changes in surplus depending on the 
Company’s position each year, in accordance with state regulations. As shown in the table below, 
dividends paid in 2018 were deemed extraordinary as two dividends were paid within 12 months. 
Extraordinary amounts have been approved by the Department.  

   Div idend or Return of Capital 
Amount  

Date Paid    Ordinary  Extraordinary  
Dividend $ 4,420,000 $ 77,580,000  April 20, 2018 

 Total paid in 2018 $ 4,420,000 $ 77,580,000   
        

Dividend $ 2,610,000 $ 22,390,000  May 30, 2017 

 Total paid in 2017 $ 2,610,000 $ 22,390,000   

9. Risk Based Capital Requirements 

The Company is required to report an assessment of its solvency based upon the NAIC’s Managed 
Care Organizations RBC analysis formulas. This RBC requirement, referred to as ACL, is the 
minimum level of capital deemed necessary for a health insurer based on the assets held and 
business written. The state of Louisiana has passed legislation to adopt RBC. The Company’s Total 
Adjusted Capital must be equal to or above its ACL RBC of $57,986,150 or the Company, under 
the discretion of the Commissioner of the Department, could be placed under regulatory control.   

In addition, the Company must comply with the regulations of the state of Louisiana which require a 
minimum capital and surplus level of $115,972,300 or the Company could be subject to regulatory 
action. The Company maintained capital and surplus of $252,866,515 and $294,286,121 as of 
December 31, 2018 and 2017, respectively. 
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10. Related Party Transactions 

The Company has a written management agreement with Humana and other related parties 
whereby the Company is provided with medical and executive management, information systems, 
claims processing, billing and enrollment, and telemarketing and other services as required by the 
Company. These fees are allocated to benefits incurred and loss adjustment expenses and selling, 
general and administrative expenses based on the nature of the services performed. Management 
fee expenses related to services which are shared with other related parties are allocated to the 
Company using a method that approximates an amount as if the expense had been incurred solely 
by the Company.   

As a part of this agreement, Humana makes cash disbursements on behalf of the Company which 
include, but are not limited to, general and administrative expenses and payroll.  

A wholly owned insurance subsidiary of Humana insures certain professional liability risks for the 
Company. Included in selling, general and administrative expenses are charges for such coverage 
of $390,802 and $354,545 for the years ended December 31, 2018 and 2017, respectively. 

Employees supporting the Company participate in stock based compensation plans that are 
sponsored by Humana for which the Company has no legal obligation. The costs associated with 
these plans are being allocated to the Company based on detailed cost examination and interview 
processes. As of December 31, 2018 and 2017 total allocated expenses associated with these 
plans were $1,800,792 and $1,870,250, respectively, and are included in the management fee 
noted below. 

Transactions under management agreements and service contracts charged to operations for the 
years ended December 31, 2018 and 2017 were $192,099,708 and $233,031,341, respectively.  
These transactions include the expense incurred under the inter-company tax sharing agreement, 
discussed in Note 6, which were $18,093,249 and $48,674,825 for the years ended December 31, 
2018 and 2017, respectively. The Company continues to be primarily liable for any outstanding 
payments made on behalf of the Company should Humana not be able to fulfill its obligations. 

The Company reported $43,398,493 and $8,087,234 due to and from Humana at December 31, 
2018 and 2017, respectively, all of which was settled between the Company and Humana 
subsequent to both year ends. 

HPS, an affiliated entity, has various contracts with pharmacy manufacturers to provide the 
Company with purchase discounts and volume rebates on certain prescription drugs utilized by its 
members. The Company has an agreement with HPS to collect pharmacy rebates on its behalf and 
remit them to the Company on a monthly basis. Any pharmacy rebates not yet received by but due 
from the pharmacy manufacturers are included in healthcare and other receivables in the 
statements of admitted assets, liabilities and surplus. See Note 2(l) for further consideration of 
related pharmacy rebates. 

The Company received no capital contributions in the years ended December 31, 2018 or 2017.       

11. Lease Commitments 

The Company has entered into operating leases for medical and administrative office space and 
equipment with lease terms ranging from one to three years. Operating lease rental payments 
charged to expenses for the years ended December 31, 2018 and 2017 was $1,495,380 and 
$1,549,401, respectively, which are included in selling, general and administrative expenses in the 
accompanying statements of revenue and expenses.   
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Future minimum rental payments required under operating leases as of December 31, 2018, which 
have initial or remaining noncancelable lease terms in excess of one year, were as follows: 

Years Ended December 31, 
 2019 $ 1,595,690 

2020 
 

129,322 
2021 

 
3,998 

2022 
 

- 
2023 

 
- 

Thereafter 
 

- 

 
Total minimum lease payments $ 1,729,010 

12. Contingencies and Concentrations of Risk 

a. CMS Contracts:  The Company’s MA and Medicare Part D contracts (the Contracts) with CMS 
are renewed generally for a calendar year term unless CMS notifies the Company of its 
decision not to renew by May 1 of the calendar year in which the contract would end, or the 
Company notifies CMS of its decision not to renew by the first Monday in June of the calendar 
year in which the contract would end. Earned premiums relating to the Contracts were 
$1,637,387,185 and $1,627,942,681 for the years ended December 31, 2018 and 2017, 
respectively. The loss of the Contracts or significant changes in the Medicare program as a 
result of legislative or regulatory action, including reductions in premium payments, or increases 
in member benefits without corresponding increases in premium payments, may have a 
material adverse effect on the Company’s statutory statements of admitted assets, liabilities 
and surplus, and related statutory statements of revenue and expenses, changes in surplus, 
and cash flows. All material contracts between the Company and CMS relating to its Medicare 
products have been renewed for 2019, and all product offerings filed with CMS for 2019 have 
been approved.   

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to 
health status of covered members. The risk-adjustment model, which CMS implemented 
pursuant to the BBA and BIPA, generally, pays more where a plan’s membership has higher 
expected costs. Under this model, rates paid to MA plans are based on actuarially determined 
bids, which include a process whereby prospective payments are based on the Company’s 
estimated cost of providing standard Medicare-covered benefits to an enrollee with a “national 
average risk profile.” That baseline payment amount is adjusted to reflect the health status of 
the Company’s enrolled membership. Under the risk-adjustment methodology, all MA plans 
must collect and submit the necessary diagnosis code information from hospital inpatient, 
hospital outpatient, and physician providers to CMS within prescribed deadlines. The CMS risk-
adjustment model uses the diagnosis data to calculate the risk-adjusted premium payment to 
MA plans, which CMS adjusts for coding pattern differences between the health plans and the 
government fee-for-service program. The Company generally relies on providers, including 
certain providers in its network who are employees of affiliates of the Company to code their 
claim submissions with appropriate diagnoses, which the Company sends to CMS as the basis 
for the Company’s payment received from CMS under the actuarial risk-adjustment model. The 
Company also relies on these providers to appropriately document all medical data, including 
the diagnosis data submitted with claims. In addition, the Company conducts medical record 
reviews as part of its data and payment accuracy compliance efforts, to more accurately reflect 
diagnosis conditions under the risk adjustment model. These compliance efforts include the 
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internal contract level audits described in more detail below as well as ordinary course reviews 
of the Company’s internal business processes. 

CMS is phasing-in the process of calculating risk scores using diagnoses data from the RAPS 
to diagnoses data from the EDS. The RAPS process requires MA plans to apply a filter logic 
based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For 
submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS 
will apply the risk adjustment filtering logic to determine the risk scores. For 2018, 15% of the 
risk score was calculated from claims data submitted through EDS. In 2019 and 2020 CMS will 
increase that percentage to 25% and 50%, respectively. The phase-in from RAPS to EDS could 
result in different risk scores from each dataset as a result of plan processing issues, CMS 
processing issues, or filtering logic differences between RAPS and EDS, and could have a 
material adverse effect on the Company’s results of statutory statements of revenue and 
expenses, changes in surplus, or cash flows.   

CMS and the Office of the Inspector General of Health and Human Services (HHS-OIG) are 
continuing to perform audits of various companies’ selected MA contracts related to this risk 
adjustment diagnosis data. These audits are referred to herein as Risk-Adjustment Data 
Validation Audits, or RADV audits. RADV audits review medical records in an attempt to 
validate provider medical record documentation and coding practices which influence the 
calculation of premium payments to MA plans.  

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C 
Medicare Advantage Risk Adjustment Data Validation (RADV) Contract-Level Audits”. The 
payment error calculation methodology provided that, in calculating the economic impact of 
audit results for an MA contract, if any, the results of the RADV audit sample would be 
extrapolated to the entire MA contract after a comparison of the audit results to a similar audit 
of Medicare FFS, the Company refers to the process of accounting for errors in FFS claims as 
the FFS Adjuster. This comparison of RADV audit results to the FFS error rate is necessary to 
determine the economic impact, if any, of RADV audit results because the government used 
the Medicare FFS program data set, including any attendant errors that are present in that data 
set, to estimate the costs of various health status conditions and to set the resulting 
adjustments to MA plans’ payment rates in order to establish actuarial equivalence in payment 
rates as required under the Medicare statute. CMS already makes other adjustments to 
payment rates based on a comparison of coding pattern differences between MA plans and 
Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data 
versus the Medicare FFS program dataset). 

The final RADV extrapolation methodology, including the first application of extrapolated audit 
results to determine audit settlements, is expected to be applied to CMS RADV contract level 
audits conducted for contract year 2011 and subsequent years. CMS is currently conducting 
RADV contract level audits for certain of the Company’s Medicare Advantage plans for the 
payment years 2012 and 2014. 
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Estimated audit settlements are recorded as a reduction of earned premiums in the statutory 
statements of revenue and expenses, based upon available information. The Company 
performs internal contract level audits based on the RADV audit methodology prescribed by 
CMS. To date, the Company has completed these audits for payment years 2011-2014. 
Included in these internal contract level audits is an audit of the Company’s Private Fee-For-
Service business which the Company used to represent a proxy of the FFS Adjuster which has 
not yet been finalized. The Company based its accrual of estimated audit settlements for each 
contract year  on the  results  of these internal  contract level audits and update its estimates as 

each audit is completed. Estimates derived from these results were not material to the 
Company’s statutory statements of admitted assets, liabilities and surplus, and related statutory 
statements of revenue and expenses, changes in surplus, and cash flows. The Company 
reports the results of these internal contract level audits to CMS, including identified 
overpayments, if any.   

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which are 
referred to as the “Proposed Rule”) related to, among other things, the RADV audit 
methodology described above. If implemented, the Proposed Rule would use extrapolation in 
RADV audits applicable to payment year 2011 contract-level audits and all subsequent audits, 
without the application of a FFS Adjuster to audit findings. Humana is studying the Proposed 
Rule and CMS’ underlying analysis contained therein. Humana believes, however, that the 
Proposed Rule fails to address adequately the statutory requirement of actuarial equivalence, 
and expects to provide substantive comments to CMS on the Proposed Rule as part of the 
notice-and-comment rulemaking process. Humana is also evaluating the potential impact of the 
Proposed Rule, and any related regulatory, industry or company reactions, all or any of which 
could have a material adverse effect on the Company’s statutory statements of admitted 
assets, liabilities and surplus, and related statutory statements of revenue and expenses, 
changes in surplus, and cash flows. 

In addition, as part of the Company’s internal compliance efforts, it routinely performs ordinary 
course reviews of its internal business processes related to, among other things, its risk coding 
and data submissions in connection with the risk-adjustment model. These reviews may also 
result in the identification of errors and the submission of corrections to CMS, that may, either 
individually or in the aggregate, be material. As such, the results of these reviews may have a 
material adverse effect on the Company results of statutory statements of revenue and 
expenses, changes in surplus, or cash flows. 

Humana believes that, CMS' statements and policies regarding the requirement to report and 
return identified overpayments received by MA plans are inconsistent with CMS' 2012 RADV 
audit methodology, and the Medicare statute's requirements. These statements and policies, 
such as certain statements contained in the preamble to CMS’ final rule release regarding MA 
and Part D prescription drug benefit program regulations for Contract Year 2015 (referred to as 
the "Overpayment Rule"), and the Proposed Rule, appear to equate each MA risk adjustment 
data error with an “overpayment” without addressing the principles underlying the FFS Adjuster 
referenced above. On September 7, 2018, the Federal District Court for the District of Columbia 
vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, including 
the requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary 
and capricious in departing from CMS's RADV methodology without adequate explanation 
(among other reasons). CMS has filed a motion for reconsideration related to certain aspects of 
the Federal District Court's opinion and has simultaneously filed a notice to appeal the decision 
to the Circuit Court of Appeals. 
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The Company will continue to work with CMS to ensure that MA plans are paid accurately and 
that payment model principles are in accordance with the requirements of the Social Security 
Act, which, if not implemented correctly could have a material adverse effect on the Company’s 
statutory statements of admitted assets, liabilities and surplus, and related statutory statements 
of revenue and expenses, changes in surplus, and cash flows.  

The achievement of Star ratings of 4-Star or higher qualifies MA plans for premium bonuses. 
The Company’s MA plans' operating results may be significantly affected by their star ratings. 
Despite the Company’s operational efforts to improve its star ratings, there can be no 
assurances that it will be successful in maintaining or improving its star ratings in future years. 
In addition, audits of the Company’s performance for past or future periods may result in 
downgrades to the Star ratings. Accordingly, the Company’s plans may not be eligible for full 
level quality bonuses, which could adversely affect the benefits such plans can offer, reduce 
membership and/or reduce profit margins. 

b. Legal Proceedings: During the ordinary course of business, the Company is subject to 
pending and threatened legal actions. Management of the Company does not believe any of 
these actions will have a material adverse effect on the Company’s statutory statements of 
admitted assets, liabilities and surplus, or on the related statutory statements of revenue and 
expenses, changes in surplus, and cash flows. The outcome of current or future litigation or 
governmental or internal investigations cannot be accurately predicted nor can the Company 
predict any resulting judgments, penalties, fines or other sanctions that may be imposed at the 
discretion of federal or state regulatory authorities or as a result of actions by third parties.  
Nevertheless, it is reasonably possible that any such outcome of litigation, judgments, 
penalties, fines or other sanctions could be substantial, and the outcome of these matters may 
have a material adverse effect on statutory statements of revenue and expenses, changes in 
surplus, and cash flows, and may also affect the Company’s reputation. 

As previously disclosed, the Civil Division of the United States Department of Justice had 
provided Humana's legal counsel with an information request concerning Humana’s Medicare 
Part C risk adjustment practices. The request relates to Humana's oversight and submission of 
risk adjustment data generated by providers in its MA network, as well as to its business and 
compliance practices related to risk adjustment data generated by its providers and by 
Humana, including medical record reviews conducted as part of its data and payment accuracy 
compliance efforts, the use of health and well-being assessments, and fraud detection efforts. 
Humana believes that this request for information is in connection with a wider review of 
Medicare Risk Adjustment generally that includes a number of MA plans, providers and 
vendors. Humana continues to cooperate with and voluntarily respond to the information 
requests from the Department of Justice and the U.S. Attorney’s Office. These matters are 
expected to result in additional qui tam litigation. 

c. Economic Risks: General inflationary pressures may affect the costs of medical and other 
care, increasing the costs of claims expenses submitted to the Company.  

d. Securities & Credit Markets Risks:  Volatility or disruption in the securities and credit markets 
could impact the Company’s investment portfolio. The Company evaluates investment 
securities for impairment on a quarterly basis. There is a continuing risk that declines in fair 
value may occur and material realized losses from sales or other-than-temporary impairments 
may be recorded in future periods. 
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Of the Humana Health Benefit Plan of Louisiana, Inc.  
Insurance Company Address (City, State, Zip Code)  P.O. Box 740036   Louisville, Kentucky 40201-
7436 
NAIC Group Code   0119  NAIC Company Code   95642  Employer’s ID Number 72-1279235  
The Investment risks Interrogatories are to be filed by April 1. They are also to be included with the 
Audited Statutory Financial Statements. 

Answer the following interrogatories by stating the applicable U.S. dollar amounts and percentages of the 
reporting entity’s total admitted assets held in that category of investments. 

1. Reporting entity’s total admitted assets as reported on Page 3 of the statement of admitted assets, 
liabilities and surplus. $504,294,189. 

2. Ten largest exposures to a single issuer/borrower/investment. 

 

1 2         3     4 

 

Issuer 
Description of 

Exposure           Amount 

Percentage of 
Total Admitted 

Assets 
2.01 LOUISIA NA ST 

 

BONDS $  106,721,150  21.16% 

2.02 LOUISIA NA ST GAS & FUELS TAX R 

 

BONDS   19,731,235  3.91% 

2.03 LOUISIA NA ST LOCAL GOVT ENVRNM 

 

BONDS   12,079,310  2.40% 

2.04 BOSSIER PARISH LA PARISHWIDE S 

 

BONDS   11,802,581  2.34% 

2.05 NEW ORLEANS LA 

 

BONDS   11,482,202  2.28% 

2.06 SAINT TAMMANY LA PARISHWIDE SC 

 

BONDS   8,425,826  1.67% 

2.07 LOUISIA NA ST PUBLIC FACS AUTH 

 

BONDS   5,933,453  1.18% 

2.08 LOUISIA NA ST HIGHWAY IMPT REVE 

 

BONDS   5,773,735  1.14% 

2.09 SHREVEPORT LA 

 

BONDS   5,139,940  1.02% 

2.10 JOHN DEERE CAPITAL CORP 

 

BONDS   5,028,834  1.00% 

 
3. Amounts and percentages of the reporting entity’s total admitted assets held in bonds and preferred 

stocks by NAIC rating. 

  

 

Bonds 
 

      1      2 
 

Preferred 
Stocks 

 

3        4 
3.01 NAIC-1 $ 419,694,132 83.22% 3.07 P/RP-1 $ - 0.00% 

3.02 NAIC-2  20,574,618 4.08% 3.08 P/RP-2  - 0.00% 

3.03 NAIC-3  1,477,500 0.29% 3.09 P/RP-3  - 0.00% 

3.04 NAIC-4  1,890,000 0.37% 3.10 P/RP-4  - 0.00% 

3.05 NAIC-5  - 0.00% 3.11 P/RP-5  - 0.00% 

3.06 NAIC-6  - 0.00% 3.12 P/RP-6  - 0.00% 
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4. Assets held in foreign investments: 

4.01 
Are assets held in foreign investments less than 2.5% of 
the reporting entity's total admitted assets? 

 
Yes    [  X  ] No    [       ] 

4.02 Total admitted assets held in foreign investments. $ 7,996,627 1.59% 

4.03 Foreign-currency-denominated investments.  - 0.00% 

4.04 
Insurance liabilities denominated in that same foreign 
currency 

 
- 0.00% 

    

 

  

 

If response, to 4.01 above is yes, responses are not 
required for interrogatories 5 -10. 

  
5. Aggregate foreign investment exposure categorized by NAIC sovereign rating: 

      

 1 2 
5.01 Countries rated NAIC - 1 $ - 0.00% 

5.02 Countries rated NAIC - 2  - 0.00% 

5.03 Countries rated NAIC - 3 or below  - 0.00% 
 

6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC 
sovereign rating: 

      

 1 2 

 
Countries rated NAIC - 1:  

  6.01 Country: 
 

$ - 0.00% 

6.02 Country: 
 

 - 0.00% 

      

 

  

 
Countries rated NAIC - 2  

  6.03 Country: 
 

$ - 0.00% 

6.04 Country: 
 

 - 0.00% 

      

 

  

 
Countries rated NAIC - 3 or below  

  6.05 Country: 
 

$ - 0.00% 

6.06 Country: 
 

 - 0.00% 
 

7. Aggregate unhedged foreign currency exposure:   
    

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating: 

 

  

 1 2 
$ - 0.00% 

      

 1 2 
8.01 Countries rated NAIC - 1 $ - 0.00% 

8.02 Countries rated NAIC - 2  - 0.00% 

8.03 Countries rated NAIC - 3 or below  - 0.00% 
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9. NAIC sovereign rating: 
 

      

 1 2 

 
Countries rated NAIC - 1:  

  9.01 Country: 
 

$ - 0.00% 

9.02 Country: 
 

 - 0.00% 

      
 

  

 
Countries rated NAIC - 2  

  9.03 Country: 
 

$ - 0.00% 

9.04 Country: 
 

 - 0.00% 

      
 

  

 
Countries rated NAIC - 3 or below  

  9.05 Country: 
 

$ - 0.00% 

9.06 Country: 
 

 - 0.00% 
 

10. List the 10 largest nonsovereign (i.e. nongovernmental) foreign issues: 

 
1 2 3 4 

 
Issuer NAIC Rating 

  10.01 - - $ - 0.00% 

10.02 - - 
 

- 0.00% 

10.03 - - 
 

- 0.00% 

10.04 - - 
 

- 0.00% 

10.05 - - 
 

- 0.00% 

10.06 - - 
 

- 0.00% 

10.07 - - 
 

- 0.00% 

10.08 - - 
 

- 0.00% 

10.09 - - 
 

- 0.00% 

10.10 - - 
 

- 0.00% 
 

11. Amounts and percentage of the reporting entity’s total admitted assets held in Canadian investments 
and unhedged Canadian currency exposure: 

11.01 
Are assets held in Canadian investments less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

        

 

If response to 11.01 above is yes, responses are not 
required for the remainder of interrogatory 11.  

 

        11.02 Total admitted assets held in Canadian Investments $ - 0.00% 

11.03 Canadian-currency-denominated investments - 0.00% 

11.04 Canadian-denominated insurance liabilities - 0.00% 

11.05 Unhedged Canadian currency exposure - 0.00% 
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12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 
investments with contractual sales restrictions. 

12.01 

Are assets held in investments with contractual sales 
restrictions less than 2.5 % of the reporting entity's 
total admitted assets? Yes    [  X  ] No    [       ] 

     

 

   

 

If response to 12.01 above is yes, responses are not 
required for the remainder of interrogatory 12. 

 

 

    

 

    

 
1  2 3 

12.02 
Aggregate statement value of investments with 
contractual  

 

  

 
sales restrictions $ - 0.00% 

    

 

    

 

Largest 3 investments with contractual sales 
restrictions 

 

  12.03 
 

 - 0.00% 

12.04 
 

 - 0.00% 

12.05 
 

 - 0.00% 
 

13. Amounts and percentage of admitted assets held in the largest 10 equity interests: 

13.01 
Are assets held in equity interests less than 2.5% of 
the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

   
 

     

 

If response to 13.01 above is yes, responses are not 
required for the remainder of interrogatory 13. 

 

   

 

   

 
1  2 3 

 
Name of Issuer  

  13.02 - $ - 0.00% 

13.03 -  - 0.00% 

13.04 -  - 0.00% 

13.05 -  - 0.00% 

13.06 -  - 0.00% 

13.07 -  - 0.00% 

13.08 -  - 0.00% 

13.09 -  - 0.00% 

13.10 -  - 0.00% 

13.11 -  - 0.00% 
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14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately 
placed equities: 

14.01 

Are assets held in nonaffiliated, privately placed 
equities less than 2.5% of the reporting entity's total 
admitted assets? Yes    [  X  ] No    [       ] 

    

 

    

 

If response to 14.01 above is yes, responses are not 
required for the remainder of interrogatory 14. 

 

 

    

 

    

 
1  2 3 

14.02 
Aggregate statement value of investments held in 
nonaffiliated, privately placed equities $ - 0.00% 

    

 

    

 

Largest 3 investments held in nonaffiliated, privately 
placed equities: 

 

  14.03 
 

 - 0.00% 

14.04 
 

 - 0.00% 

14.05 
 

 - 0.00% 
 

15. Amounts and percentage of the reporting entity’s total admitted assets held in general partnership 
interests: 

15.01 

 Are assets held in general partnership interests less 
than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

    

 

 

 

If response to 15.01 above is yes, responses are not 
required for the remainder of interrogatory 15. 

 

    

 

 

 
1  2 3 

15.02 
Aggregate statement value of investments held in 
general partnership interests $ - 0.00% 

    

 

 

 

Largest 3 investments held in general partnership 
interests: 

 

  15.03 
 

 - 0.00% 

15.04 
 

 - 0.00% 

15.05 
 

 - 0.00% 
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16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans: 

16.01 
Are mortgage loans reported on Schedule B less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

 

 

  

 

If response to 16.01 above is yes, responses are not 
required for the remainder of interrogatory 16 and 
interrogatory 17. 

 

 

 

  

 
1  2 3 

 
Type (Residential, Commercial, Agricultural)  

  16.02 - $ - 0.00% 

16.03 -  - 0.00% 

16.04 -  - 0.00% 

16.05 -  - 0.00% 

16.06 -  - 0.00% 

16.07 -  - 0.00% 

16.08 -  - 0.00% 

16.09 -  - 0.00% 

16.10 -  - 0.00% 

16.11 -  - 0.00% 

 

 

   Amounts and percentages of the reporting entity's 
total admitted assets held in the following categories 
of mortgage loans:  

  

 

 

  

 Loans 

  

 1 2 
16.12 Construction loans $ - 0.00% 

16.13 Mortgage loans over 90 days past due  - 0.00% 

16.14 Mortgage loans in the process of foreclosure  - 0.00% 

16.15 Mortgage loans foreclosed  - 0.00% 

16.16 Restructured mortgage loans  - 0.00% 
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17. Aggregate mortgage loans having the following loan-to-value ratios as determined from the most 
current appraisal as of the annual statement date: 

 
Loan-to-Value  Residential  Commercial  Agricultural 

  

 1 2  3 4  5 6 

17.01 above 95% $ - 0.00% $ - 0.00% $ - 0.00% 

17.02 91% to 95% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.03 81% to 90% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.04 71% to 80% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.05 below 70% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 
 

18. Amounts and percentage of the reporting entity’s total admitted assets held in each of the five largest 
investments in real estate: 

18.01 

Are assets held in real estate reported in Schedule A 
less than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

         

 
Largest five investments in any one parcel or group of contiguous parcels of real estate. 

 
Description 

   
 

1 
 

2 3 
18.02 - $ - 0.00% 

18.03 - 
 

- 0.00% 

18.04 - 
 

- 0.00% 

18.05 - 
 

- 0.00% 

18.06 - 
 

- 0.00% 
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19. Report aggregate amounts and percentage of the reporting entity’s total admitted assets held in 
investments held in mezzanine real-estate loans. 

19.01 

Are assets held in real estate reported in mezzanine 
real-estate loans less than 2.5% of the reporting 
entity's total admitted assets? 

 

Yes    [  X  ] No    [       ] 

  

 

 

 

If response 19.01 above is yes, responses are not 
required for the remainder of interrogatory 19. 

 
 

  

 

  
19.02 

Aggregate statement value of investments held in 
mezzanine real-estate loans: 

 

 

   

 2 3 

   
$ - 0.00% 

   

 

  

 

Largest three investments in any one parcel or group 
of contiguous parcels of real estate. 

 

 

   

 

  

 
Description  

  
 

1  2 3 
19.03 - $ - 0.00% 

19.04 -  - 0.00% 

19.05 -  - 0.00% 
 

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types 
of agreements: 

    
At Year-end  

 
At End of Each Quarter 

             

        
1st Qtr 

 

2nd 
Qtr 

 
3rd Qtr 

    
1 2 

  
3 

 
4 

 
5 

20.01 Securities Lending agreements $ - 0.00% 
 

$ - $ - $ - 

20.02 Repurchase agreements 
 

- 0.00% 
  

- 
 

- 
 

- 

20.03 
Reverse repurchase 
agreements 

 
- 0.00% 

  
- 

 
- 

 
- 

20.04 Dollar repurchase agreements 
 

- 0.00% 
  

- 
 

- 
 

- 

20.05 
Dollar reverse repurchase 
agreements 

 
- 0.00% 

  
- 

 
- 

 
- 
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21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to 
other financial instruments, options, caps, and floors:  

    
Owned   Written 

        1st Qtr 2nd Qtr 

    
1 2   3 4 

21.01 Hedging $ - 0.00%  $ - 0.00% 

21.02 Income Generation 
 

- 0.00%   - 0.00% 

21.03 Other 
 

- 0.00%   - 0.00% 
 

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
collars, swaps, and forwards: 

   

 At Year-end   At End of Each Quarter 

   

 
  

  
 

 
 

 
 

   

 
  

  1st Qtr  2nd Qtr  3rd Qtr 

   

 1 2   3  4  5 
22.01 Hedging $ - 0.00%  $ - $ - $ - 

22.02 Income Generation  - 0.00%   -  -  - 

22.03 Replications  - 0.00%   -  -  - 

22.04 Other  - 0.00%   -  -  - 
 

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
futures contracts: 

   

 At Year-end   At End of Each Quarter 

   

 
  

  
 

 
 

 
 

   

 
  

  1st Qtr  2nd Qtr  3rd Qtr 

   

 1 2   3  4  5 
23.01 Hedging $ - 0.00%  $ - $ - $ - 

23.02 Income Generation  - 0.00%   -  -  - 

23.03 Replications  - 0.00%   -  -  - 

23.04 Other  - 0.00%   -  -  - 
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Summary Investment Schedule 

 
Gross Investment Holdings  

 

Admitted Assets as Reported in 
the Annual Statement 

      
1 

 
2  

 
1  2 

      
Amount 

 
Percentage  

 
Amount 

 
Percentage 

1. Bonds 
    

 
    

 
1.1 U.S. treasury securities $ - 

 
0.00%  $ - 

 
0.00% 

 

1.2 U.S. government agency obligations (excluding mortgage-backed 
securities) 

 
  

 
   

 
  

 
  

  
1.21 Issued by U.S. government agencies 

 
- 

 
0.00%  

 
- 

 
0.00% 

  
1.22 Issued by U.S. government sponsored agencies 

 
37,054,572 

 
8.44%  

 
37,054,572 

 
8.44% 

 

1.3 Non-U.S. government (including Canada, excluding mortgaged-

backed securities) 
 

- 
 

0.00%  
 

- 
 

0.00% 

 

1.4 Securities issued by states, territories, and possessions and political 
subdiv isions in the 

 
  

 
   

 
  

 
  

  

1.41 States, territories and possessions and general obligations 

 

119,014,807 
 

27.11%  

 

119,014,807 
 

27.11% 

  

1.42 Political subdivisions of states, territories and possessions and 
political subdivisions general obligations 

 
48,454,630 

 
11.04%  

 
48,454,630 

 
11.04% 

  
1.43 Rev enue and assessment obligations 

 
72,011,952 

 
16.40%  

 
72,011,952 

 
16.40% 

  
1.44 Industrial development and similar obligations 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

1.5 Mortgage-backed securities (includes residential and commercial 
MBS) 

 
  

 
  

  
  

 
  

  
1.51 Pass-through securities 

   
  

  
  

 
  

   
1.511 Issued or guaranteed by GNMA 

 
6,479,209 

 
1.48% 

  
6,479,209 

 
1.48% 

   
1.512 Issued or guaranteed by FNMA and FHLMC 

 
1,762,663 

 
0.40% 

  
1,762,663 

 
0.40% 

   
1.513 All other 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
1.52 CMOs and REMICs 

   
  

  
  

 
  

   
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC or VA 

 
- 

 
0.00% 

  
- 

 
0.00% 

   

1.522 Issued by non-U.S. Government issuers and 
collateralized by  mortgage-backed securities issued or 

guaranteed by  agencies shown in Line 1.521 
 

- 
 

0.00% 
  

- 
 

0.00% 

   
1.523 All others 

 
3,020,792 

 
0.69% 

  
3,020,792 

 
0.69% 

2. Other debt and other fixed income securities (excluding short-term) 
 

  
 

  
  

  
 

  

 

2.1 Unaf filiated domestic securities (includes credit tenant loans and 
hy brid securities) 

 
153,720,662 

 
35.02% 

  
153,720,662 

 
35.02% 

 
2.2 Unaf filiated non-U.S. securities (including Canada) 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
2.3 Af filiated securities 

 
- 

 
0.00% 

  
- 

 
0.00% 

3. Equity  interests 
 

  
 

  
  

  
 

  

 
3.1 Inv estments in mutual funds 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
3.2 Pref erred stocks 

 
  

 
  

  
  

 
  

  
3.21 Af filiated 

 
- 

 
0.00% 

  
- 

 
0.00% 

  

3.22 Unaffiliated 

 

- 

 

0.00% 

  

- 

 

0.00% 

 
3.3 Publicly  traded equity securities (excluding preferred stock) 

 
  

 
  

  
  

 
  

  
3.31 Af filiated 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
3.32 Unaffiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
3.4 Other equity securities 

 
  

 
  

  
  

 
  

  
3.41 Af filiated 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
3.42 Unaffiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

3.5 Other equity interests including tangible personal property under 
lease 

 

  

 

  

  

  

 

  

  
3.51 Af filiated 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
3.52 Unaffiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

4. Mortgage loans 
 

  
 

  
  

  
 

  

 
4.1 Construction and land development 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
4.2 Agricultural 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

4.3 Single f amily residential properties 

 

- 

 

0.00% 

  

- 

 

0.00% 

 
4.4 Multif amily residential properties 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
4.5 Commercial loans 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

4.6 Mezzanine real estate loans 

 

- 

 

0.00% 

  

- 

 

0.00% 

5. Real estate investments 
 

  
 

  
  

  
 

  

 
5.1 Property  occupied by the company 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

5.2 Property  held for the production of income (including $ of property 
acquired in the satisfaction of debt) 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

5.3 Property  held for sale (including $ of property acquired in the 
satisfaction of debt) 

 
- 

 
0.00% 

  
- 

 
0.00% 

6. Contract loans 
 

- 
 

0.00% 
  

- 
 

0.00% 

7. Deriv atives 
 

- 
 

0.00% 
  

- 
 

0.00% 

8. Receivables for securities 
 

- 
 

0.00% 
  

- 
 

0.00% 

9. Securities Lending 
 

- 
 

0.00% 
  

- 
 

0.00% 

10. Cash, cash equivalents and short-term investments 
 

(2,522,953) 
 

(0.58)% 
  

(2,522,953) 
 

(0.58)% 
11. Other inv ested assets 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
12. Total inv ested assets $ 438,996,334 

 
100.00% 

 
$ 438,996,334 

 
100.00% 
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PricewaterhouseCoopers LLP, 500 West Main Street, Ste. 1800, Louisville, KY  40202-2941 
T: (502) 589 6100, F: (502) 585 7875, www.pwc.com/us 

 
Report of Independent Auditors 

 
 

To the Board of Directors of Humana Insurance Company 
 
We have audited the accompanying statutory financial statements of Humana Insurance Company, which 
comprise the statutory statements of admitted assets, liabilities and surplus as of December 31, 2020 and 
2019, and the related statutory statements of revenue and expenses and changes in surplus, and of cash 
flows for the years then ended.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the accounting practices prescribed or permitted by the Insurance Department of the 
state of Wisconsin. Management is also responsible for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on the financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, we consider internal control relevant to the Company's preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
As described in Note 2 to the financial statements, the financial statements are prepared by the Company 
on the basis of the accounting practices prescribed or permitted by the Insurance Department of the State 
of Wisconsin, which is a basis of accounting other than accounting principles generally accepted in the 
United States of America. 
   
The effects on the financial statements of the variances between the statutory basis of accounting 
described in Note 2 and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, are presumed to be material.  
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Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on 
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do 
not present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the Company as of December 31, 2020 and 2019, or the results of its 
operations or its cash flows for the years then ended. 
 
Opinion on Statutory Basis of Accounting 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
admitted assets, liabilities and surplus of the Company as of December 31, 2020 and 2019, and the results 
of its operations and its cash flows for the years then ended, in accordance with the accounting practices 
prescribed or permitted by the Insurance Department of the State of Wisconsin described in Note 2. 
 
Other Matter 
 
Our audit was conducted for the purpose of forming an opinion on the statutory-basis financial statements 
taken as a whole.  The supplemental investment risk interrogatories and summary investment schedule 
(collectively, the “supplemental schedules”) of the Company, as of December 31, 2020 and for the year 
then ended are presented to comply with the National Association of Insurance Commissioners’ Annual 
Statement Instructions and Accounting Practices and Procedures Manual and for purposes of additional 
analysis and are not a required part of the statutory-basis financial statements.  The supplemental 
schedules are the responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the statutory-basis financial statements.  The 
supplemental schedules have been subjected to the auditing procedures applied in the audit of the 
statutory-basis financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
statutory-basis financial statements or to the statutory-basis financial statements themselves and other 
additional procedures, in accordance with auditing standards generally accepted in the United States of 
America.  In our opinion, the supplemental schedules are fairly stated, in all material respects, in relation 
to the statutory-basis financial statements taken as a whole. 
 
 
 
 
 
Louisville, Kentucky 
April 29, 2021 
 
 

Attachment 2.5.5.1-4 HIC 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
4 of 60

Exempt from Business Proposal 
and Total Page Limits

218(E)

-pwc 



Humana Insurance Company 
Statements of Admitted Assets, Liabilities and Surplus 
Statutory Basis of Accounting 
December 31, 2020 and 2019 

The accompanying notes are an integral part of these statutory basis financial statements. 

3 
           

  Statements of Admitted Assets, Liabilities and Surplus  2020  2019 
Admitted Assets       
Cash and invested assets       
 Bonds  $ 4,107,067,395  $ 3,576,873,323 
 Investment in subsidiaries   742,129,787   675,991,500 
 Mortgage notes receivable from Humana Inc.   8,550,000   8,550,000 
 Real estate occupied by the Company   10,899,516   12,321,647 
 Receivable for securities   35,000   10,000 
 Short-term investments   167,389,639   629,939,908 
  Total invested assets   5,036,071,337   4,903,686,378 
 Cash    126,828,448   58,058,892 
 Cash equivalents   1,180,710,045   883,095,733 
  Total cash and invested assets   6,343,609,830   5,844,841,003 
Premiums receivable   548,604,973   418,268,039 
Investment income due and accrued   24,038,784   26,684,338 
Amounts receivable relating to uninsured plans   1,129,286,621   494,935,759 
Reinsurance receivable   5,765,945   6,174,460 
Health care and other receivables   923,081,452   867,606,543 
Current federal income tax recoverable   66,243,478   - 
Net deferred tax assets   130,573,948   93,263,946 
Electronic data processing equipment and software, less 

accumulated depreciation of $57,073,508 and $46,614,589 
in 2020 and 2019, respectively 

  
38,615,372   46,072,096 

Receivable from Humana Inc.   183,694,631   192,687,773 
  Total admitted assets  $ 9,393,515,034  $ 7,990,533,957 
       
Liabilities       
Benefits and loss adjustment expenses payable  $ 3,291,927,287  $ 2,440,353,699 
Aggregate health policy reserves   644,149,128   391,164,583 
Aggregate health claim reserves   821,860   740,000 
Advance premiums   154,085,273   100,273,263 
Accounts payable and accrued expenses   918,816,129   911,059,382 
Funds held under reinsurance treaties   8,351,534   6,866,237 
Current federal income tax payable   -   10,671,798 
  Total liabilities   5,018,151,211   3,861,128,962 
       
Surplus       
Common stock, $8.00 par value; 15,000,000 shares 

authorized; 1,104,167 shares issued and outstanding  
  

8,833,336   8,833,336 
Special surplus - projected HCRL fee assessment   -   510,143,497 
Paid-in surplus   2,105,092,362   2,105,092,362 
Unassigned surplus    2,261,438,125   1,505,335,800 
  Total surplus    4,375,363,823   4,129,404,995 
  Total liabilities and surplus  $ 9,393,515,034  $ 7,990,533,957 
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  Statements of Revenue and Expenses 2020  2019 
        
Earned premiums, net of reinsurance $ 28,877,184,688  $ 26,445,947,450 
      
Expenses       Benefits incurred and loss adjustment expenses  24,380,288,125   22,935,211,175 
 Selling, general and administrative expenses  3,184,891,087   2,420,160,393 
 Changes in aggregate health policy reserves  80,887,629   (2,834,924) 
  Total expenses   27,646,066,841   25,352,536,644 
  Net underwriting gain  1,231,117,847   1,093,410,806 
      
Net investment income  292,447,541   361,424,418 
Net realized capital gains on investments (net of capital gains tax 

of $19,620,490 and $3,010,673, respectively) 
 

738,848   11,325,866 
Net other income (expense)  1,299,783   (1,474,837) 
  Income before federal income tax expense  1,525,604,019   1,464,686,253 
      
Federal income tax expense  398,875,632   280,022,849 
  Net income $ 1,126,728,387  $ 1,184,663,404 
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Statements of Changes in Surplus 
 Common Stock      Unassigned 

Surplus 
   

 Shares  Amount  Special Surplus  Paid-in Surplus   Total 
Balances at January 1, 2019 1,104,167  $ 8,833,336  $ 1,106,711  $ 2,085,107,576 

 
$ 1,625,625,257  $ 3,720,672,880 

Net income -     -    -    -  
 

 1,184,663,404   1,184,663,404 
Projected HCRL fee assessment -    -    510,143,497   -  

 
 (510,143,497)   - 

Amortization of gain on reinsurance -    -   (1,106,711)   - 
 

 -   (1,106,711) 
Change in net unrealized capital loss, less 
capital gains tax of $0 -    -    -    - 

 

 (121,585,946)   (121,585,946) 
Change in net deferred income taxes -    -    -    - 

 
 21,574,734   21,574,734 

Change in nonadmitted assets -    -    -    - 
 

 (19,798,152)   (19,798,152) 
Forgiveness of payable from Humana Inc. -    -    -    19,984,786 

 
 -    19,984,786 

Dividends or return of capital paid -    -   -   - 
 

 (675,000,000)   (675,000,000) 
Balances at December 31, 2019 1,104,167   8,833,336   510,143,497   2,105,092,362   1,505,335,800   4,129,404,995 
Net income -     -    -    -  

 
 1,126,728,387   1,126,728,387 

HCRL fee moratorium -    -    (510,143,497)   -  
 

 510,143,497   - 
Change in net unrealized capital gain, less 
capital gains tax of $0 -    -    -    - 

 

 66,297,981   66,297,981 
Change in net deferred income taxes -    -    -    -  

 
 42,171,191   42,171,191 

Change in nonadmitted assets -    -    -    -  
 

 (39,238,731)   (39,238,731) 
Dividends or return of capital paid -    -   -   - 

 
 (950,000,000)   (950,000,000) 

Balances at December 31, 2020 1,104,167  $ 8,833,336  $ -  $ 2,105,092,362 
 

$ 2,261,438,125  $ 4,375,363,823 
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Statements of Cash Flows 

 
  2020  2019 
Cash flows from operations          
Premiums collected, net of reinsurance $ 28,971,886,654  $ 26,701,434,846 
Net investment income received   142,213,600    189,060,289 
Benefits paid   (22,495,260,427)    (21,713,676,858) 
Selling, general and administrative expenses paid   (4,845,676,344)    (3,658,909,389) 
Federal income taxes paid   (495,411,398)    (252,371,627) 
  Net cash from operations   1,277,752,085    1,265,537,261 

Cash flows from investments          
Proceeds from investments sold or matured   1,735,579,294    1,760,563,141 
Cost of investments acquired   (2,079,870,427)    (1,590,766,585) 
  Net cash (used for) from investments   (344,291,133)    169,796,556 

Cash flows from financing and miscellaneous sources          
Dividends or returns of capital paid   (950,000,000)    (675,000,000) 
Other cash applied   (79,627,354)    (108,557,055) 
  Net cash used for financing and miscellaneous sources   (1,029,627,354)    (783,557,055) 

  
Net change in cash, cash equivalents and short-term 

investments   (96,166,400)    651,776,762 

Cash, cash equivalents and short-term investments          
Beginning of year   1,571,094,534    919,317,771 
End of year  $ 1,474,928,132  $ 1,571,094,533 
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s to Financial Statements 

1. Reporting Entity 

Humana Insurance Company (the Company), a wholly owned subsidiary of CareNetwork Inc., a 
wholly owned subsidiary of Humana Inc. (Humana), is a life, accident, and health insurance company 
domiciled in the state of Wisconsin and is authorized to sell life, accident and health products therein 
and in 49 states including the District of Columbia and the U.S. Virgin Islands.  The Company is 
subject to regulation by the federal government, the Wisconsin Office of the Commissioner of 
Insurance (the OCI) and the insurance departments of the states in which it is licensed. State 
regulations require the Company to maintain certain minimum amounts of surplus as discussed in 
Note 8, and limit the payment of dividends or returns of capital to shareholders as discussed in Note 
7. 

The Company offers coordinated health and pharmacy insurance coverage and related services 
through a variety of plans for government-sponsored programs and employer groups.  Under the 
Company’s federal government contracts with the Centers for Medicare and Medicaid Services 
(CMS), the Company provides health and pharmacy insurance coverage to Medicare eligible 
members, as further discussed in Note 12(a). 

As part of the Company’s individual Medicare Advantage products, it also offers Dual Eligible Special 
Needs (D-SNP) plans. In connection with offering a D-SNP plan in a particular state, the Company is 
required to enter into a special coordinating contract with the applicable state Medicaid agency.  

The operating results of companies in the insurance industry have historically been subject to 
significant fluctuations due to competition, economic conditions, interest rates, investment 
performance, maintenance of insurance ratings, renewal of contracts and other factors. 

2. Summary of Significant Accounting Policies 

The preparation of the Company’s financial statements and accompanying notes requires 
management to make estimates and assumptions that affect the amounts reported in the financial 
statements and accompanying notes. These estimates are based on knowledge of current events 
and anticipated future events, and accordingly, actual results may ultimately differ materially from 
those estimates. 

The more significant accounting policies of the Company are as follows: 

a. Basis of Presentation:  The statutory financial statements and accompanying notes are 
prepared in conformity with accounting practices prescribed or permitted by the OCI, which vary 
in some respects from accounting principles generally accepted in the United States of America 
(GAAP).  The principle differences include: 

i. Certain assets designated as nonadmitted assets as described in Note 2(s), are excluded 
from the statements of admitted assets, liabilities and surplus by direct charges to 
unassigned surplus, whereas under GAAP, such amounts would be reported as assets; 

ii. Bonds and short-term investments are generally carried at amortized cost, whereas under 
GAAP, such investments would be carried at fair value with related unrealized gains and 
losses, net of deferred taxes, being reported as a component of equity; 

iii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP, 
overdraft balances would be classified as liabilities; 
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iv. Deferred taxes are provided for only the federal income tax consequences of temporary 
differences, whereas under GAAP, such deferred taxes would be provided for both the 
federal and state income tax consequences of such temporary differences; 

v. The amount of admitted deferred tax assets is limited, whereas under GAAP, deferred tax 
assets would be recorded to the extent they will more likely than not be realized.  In addition, 
the change in deferred tax assets and liabilities is recorded directly to unassigned surplus, 
whereas under GAAP, the change in deferred tax assets and liabilities is recorded as a 
component of the income tax provision within the income statement; 

vi. Policy acquisition costs are charged to operations as incurred, whereas under GAAP, to the 
extent recoverable from future policy revenues, they would be deferred and amortized over 
the terms of the related policies; 

vii. Policy and contract liabilities are reported net of reinsurance ceded amounts and any gains 
from reinsurance transactions are included as a component of surplus, whereas under 
GAAP, assets and liabilities related to reinsurance ceded contracts are reported on a gross 
basis and reinsurance transaction gains are reported as a liability; 

viii. Investments in subsidiaries are carried at their underlying statutory equity value with changes 
in value being recorded directly to surplus, whereas under GAAP, these subsidiaries would 
be consolidated; 

ix. Administrative service fees received from customers on an uninsured basis are deducted 
from general administrative expenses, whereas under GAAP, these administrative fees are 
reported as revenue within the income statement; 

x. Comprehensive income disclosures required by GAAP are omitted; and 

xi. The statutory basis statements of cash flow reconcile cash, cash equivalents, and short-term 
investments with maturity dates of one year or less at the time of acquisition.  Under GAAP, 
the statement of cash flow reconciles the corresponding captions of cash and cash 
equivalents with maturities of three months or less.    In addition, there are classification 
differences within the presentation of the cash flow categories between GAAP and statutory 
reporting and a reconciliation of net earnings to net cash provided by operations is not 
provided. 

xii. Under the statutory basis of accounting, rent expense is recorded when incurred with no 
related assets or liability balances, whereas under GAAP lessees are required to record 
assets and liabilities reflecting the leased assets and lease obligations, respectively, while 
following the dual model for recognition in statements of income. 

The OCI adopted the National Association of Insurance Commissioners (NAIC) Accounting 
Practices and Procedures Manual - Effective January 1, 2001 (Codification) and Statements of 
Statutory Accounting Principles (SSAP), incorporated thereafter. The OCI has adopted the 
Codification as a component of its prescribed or permitted practices.  The Commissioner of 
Insurance has the right to permit other specific practices that deviate from prescribed practices.  
No deviations from the Codification currently exist.  

b. Health Care Reform: The Patient Protection and Affordable Care Act and The Health Care and 
Education Reconciliation Act of 2010, which the Company collectively refers to as the Health 
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Care Reform Law (HCRL) enacted significant reforms to various aspects of the U.S. health 
insurance industry. Certain significant provisions of the HCRL include, among others, mandated 
coverage requirements, mandated benefits and guarantee issuance associated with commercial 
medical insurance, rebates to policyholders based on minimum benefit ratios, adjustments to MA 
premiums, the establishment of federally facilitated or state-based exchanges coupled with 
programs designed to spread risk among insurers, and the introduction of plan designs based on 
set actuarial values. In addition, the HCRL established insurance industry assessments, including 
an annual health insurance industry fee. The annual health insurance industry fee, which is not 
deductible for income tax purposes and significantly increases the Company’s effective tax rate, 
was suspended in 2019, resumed for calendar year 2020 and, under current law, has been 
permanently repealed beginning in calendar year 2021. The annual health insurance industry fee 
levied on the insurance industry was $15.5 billion in 2020.   

The 2020 annual health insurance industry fee was allocated to individual health insurers based 
on the ratio of the amount of the entity’s net premiums written during the preceding calendar year 
to the amount of health insurance for any U.S. health risk that was written during the preceding 
calendar year.  A segregation was recorded within special surplus for the annual health insurance 
industry fee related to the 2019 data year for the 2020 fee. The 2020 health insurance industry 
fee was paid September 30, 2020. The impact of the annual health insurance industry fee on the 
Company's operations as of December 31, 2020 and 2019 were as follows: 

   2020  2019 
          
HCRL fee assessment payable $ - $ 510,143,497 
HCRL fee assessment paid  464,411,417   - 
Premium written subject to HCRL 9010 assessment  -   25,663,900,250 
Total Adjusted Capital Level before surplus adjustment   4,376,071,991   4,130,039,768 
Total Adjusted Capital Level after surplus adjustment   4,376,071,991   3,619,896,271 
Authorized Control Level after surplus adjustment   1,079,681,341   1,014,950,193 

It is reasonably possible that the HCRL and related regulations, as well as other current or future 
legislative, judicial or regulatory changes, such as the Families First Coronavirus Response Act 
(the "Families First Act"), the Coronavirus Aid, Relief, and Economic Security Act (the "CARES 
Act") and other legislative or regulatory action taken in response to COVID-19  including 
restrictions on Humana’s ability to manage its provider network or otherwise operate its business, 
or restrictions on profitability, including reviews by regulatory bodies that may compare its MA 
profitability to its non-MA business profitability, or compare the profitability of various products 
within its MA business, and require that they remain within certain ranges of each other, increases 
in member benefits or changes to member eligibility criteria without corresponding increases in 
premium payments, or increases in regulation of Humana’s prescription drug benefit businesses, 
in the aggregate may have a material adverse effect on Humana’s results of operations, 
(including restricting premiums, enrollment and premium growth in certain products and market 
segments, restricting Humana’s ability to expand into new markets, increasing its medical and 
operating costs, further lowering its Medicare payment rates and increasing its expenses 
associated with assessments); its financial position; and its cash flows.   

Additionally, potential legislative changes or judicial determinations, including activities to repeal 
or replace the HCRL or declare all or certain portions of the HCRL unconstitutional, create 
uncertainty for the Company’s business and the Company cannot predict when or in what form, 
such legislative changes or judicial determination may occur. 
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c. Cash, Cash Equivalents and Short-Term Investments: The Company carries cash 
equivalents at cost, which approximates fair value.  Cash equivalents are highly liquid financial 
instruments with an original maturity of three months or less. 

Short-term investments are valued and classified in accordance with methods prescribed by the 
NAIC’s Securities Valuation Office (SVO).  Short-term investments include investments with an 
NAIC designated rating of 1 and a maturity of twelve months or less from the date of purchase.  
Short-term investments are recorded at amortized cost.  The carrying value of short-term 
investments approximates fair value due to the short-term maturities of the investments. 

Under the Company’s cash management system, checks issued but not presented to banks 
frequently result in overdraft balances for accounting purposes, and, if applicable, are included 
in cash and cash equivalents on the statements of admitted assets, liabilities and surplus. 

d. Investments: Bonds, including loan-backed and structured securities, with an NAIC designated 
rating of 1 or 2 are carried at amortized cost, with all other bonds being recorded at the lower of 
amortized cost or fair value. 

Amortization of bond premium or discount is computed using the scientific interest method. 

The Company regularly evaluates the investment securities for impairment. For all securities 
other than loan-backed and structured securities, the determination of whether the impairment is 
considered other-than-temporary is dependent upon whether a decline in the fair value of the 
investment is noninterest related or interest related.  The Company considers noninterest related 
factors such as the extent to which the fair value has been less than cost, adverse conditions 
specifically related to the industry, geographic area or financial condition of the issuer or 
underlying collateral of a security, changes in the quality of the security's credit enhancement, 
payment structure of the security, changes in credit rating of the security by the rating agencies, 
failure of the issuer to make a scheduled principal of interest payment on the security, changes 
in prepayment speeds and the intent and ability of the Company to retain its investment in the 
issuer for a period of time sufficient to allow for any anticipated recovery in fair value.  An interest-
related impairment is deemed other-than-temporary when the Company has the intent to sell, at 
the date of the statutory financial statements, an investment before recovery of cost of the 
investment.  The Company also considers whether its cash or surplus requirements and 
contractual or regulatory obligations dictate that the investment may need to be sold before 
forecasted recovery occurs.  If and when a determination is made that a decline in fair value 
below the carrying value is other-than-temporary, a realized loss is recorded to the extent that 
the fair value of the investment is below its carrying value.  

For loan-backed and structured securities where the securities’ fair value is less than the 
amortized cost, and either (1) the insurer has the intent to sell the security, or (2) the insurer does 
not have the intent and ability to retain the security until recovery of its fair value, the Company 
recognizes an impairment in earnings equal to the difference between the security’s fair value 
and its carrying value.  For securities for which the Company does not expect to recover its 
amortized cost basis but has the intent and ability to hold the security until maturity, the insurer 
will recognize in earnings a realized loss only for the “noninterest” related decline. The Company 
evaluates the expected cash flows to be received as compared to amortized cost and determines 
if a “noninterest” related decline has occurred. In the event of a “noninterest” related decline, only 
the amount of the impairment associated with the “noninterest” related decline is recognized 
currently in income.  No loss is recognized for the interest impairment.  The Company considers 
factors such as the extent to which the fair value has been less than cost, adverse conditions 
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specifically related to the industry, geographic area or financial condition of the issuer or 
underlying collateral of a security, changes in the quality of the security's credit enhancement, 
payment structure of the security, changes in credit rating of the security by the rating agencies, 
failure of the issuer to make a scheduled principal of interest payment on the security, changes 
in prepayment speeds, cash or surplus requirements and contractual or regulatory obligations in 
determining whether or not it expects to recover the amortized cost of the security.  If the 
determination is made, based on these factors, that the Company does expect to recover the 
entire amortized cost of the security, an other-than-temporary impairment has not occurred. 
Prepayment assumptions for loan-backed and structured securities were obtained from industry 
market sources.   

The Company does not have any investments in an other-than-temporary impairment position at 
December 31, 2020 or December 31, 2019. 

Income from investments is recorded on an accrual basis.  For the purpose of determining 
realized gains and losses, the cost of securities sold is based upon specific identification.  
Investment income due and accrued over 90 days past due is nonadmitted with the exception of 
mortgage loans in default. No portion of the investment income due and accrued was 
nonadmitted at December 31, 2020 or 2019. 

For other restricted assets reported in aggregate, the pledged amounts with the OCI and other 
state departments of insurance were $11,301,477 and $11,038,109, which is 0.12% and 0.14% 
of gross assets and 0.12% and 0.14% of net admitted assets, at December 31, 2020 and 2019, 
respectively. These investments, generally U.S. Treasury obligations and money market mutual 
funds, were on deposit at December 31, 2020 and 2019 to satisfy requirements of regulatory 
agencies. These assets are included in bonds and cash equivalents in the accompanying 
statements of admitted assets, liabilities and surplus.  These assets are valued and classified in 
accordance with methods prescribed by the NAIC. 

e. Fair Value: In accordance with SSAP No. 100R, Fair Value Measurements (SSAP No. 100), fair 
value is defined as the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date.  The Company’s 
financial assets carried at fair value have been classified based upon the hierarchy defined in 
SSAP No. 100.  The three tiered hierarchy is defined as follows: 

Level 1 Quoted prices in active markets for identical assets or liabilities. Level 1 assets and 
liabilities include securities that are traded in an active exchange market.  

Level 2 Observable inputs other than Level 1 prices such as quoted prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets 
or liabilities in markets that are not active, or other inputs that are observable or 
can be corroborated by observable market data for substantially the full term of the 
assets and liabilities. Level 2 assets and liabilities include debt securities with 
quoted prices that are traded less frequently than exchange-traded instruments as 
well as debt securities whose value is determined using a pricing model with inputs 
that are observable in the market or can be derived principally from or corroborated 
by observable market data. 

Level 3 Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities.  Level 3 includes assets and 
liabilities whose value is determined using pricing models, discounted cash flow 
methodologies, or similar techniques reflecting the Company’s own assumptions 
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about the assumptions market participants would use as well as those requiring 
significant management judgment. 

Fair value of actively traded debt securities are based on quoted market prices.  Fair value of 
other debt securities are based on quoted market prices of identical or similar securities or based 
on observable inputs like interest rates generally using a market valuation approach, or, less 
frequently, an income valuation approach and are generally classified as Level 2.  The Company 
obtains at least one price for each security from a third party pricing service.  These prices are 
generally derived from recently reported trades for identical or similar securities, including 
adjustments through the reporting date based upon observable market information. When quoted 
prices are not available, the third party pricing service may use quoted market prices of 
comparable securities or discounted cash flow analysis, incorporating inputs that are currently 
observable in the markets for similar securities.  Inputs that are often used in the valuation 
methodologies include benchmark yields, reported trades, credit spreads, broker quotes, default 
rates and prepayment speeds.  The Company is responsible for the determination of fair value 
and as such, the Company performs an analysis on the prices received from the third party pricing 
service to determine whether the prices are reasonable estimates of fair value.  The Company’s 
analysis includes a review of monthly price fluctuations as well as a quarterly comparison of the 
prices received from the pricing service to prices reported by the Company’s third party 
investment adviser.  In addition, on a quarterly basis, the Company examines the underlying 
inputs and assumptions for a sample of individual securities across asset classes, credit rating 
levels, and various durations.  Based on the Company’s internal price verification procedures and 
review of fair value methodology documentation provided by the third party pricing service, there 
were no material adjustments to the prices obtained from the third party pricing service during 
the years ended December 31, 2020 or 2019. 

The fair value of financial assets carried at fair value at December 31, 2020 and 2019 were as 
follows: 

    Fair Value Measurements at December 31, 2020 
   Quoted         
   Prices in  Other       
   Active  Observable  Unobservable    
   Markets  Inputs  Inputs    
  (Level 1)  (Level 2)  (Level 3)  Fair Value 

                     
Assets           
Residential mortgage-backed $ -  $ 222,629  $ -  $ 222,629 
Corporate debt securities  -   12,620,988   -   12,620,988 

  Total invested assets $ -  $ 12,843,617  $ -  $ 12,843,617 
 
 
 
 
 
 
 
 
 
 
 
 

Attachment 2.5.5.1-4 HIC 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
14 of 60

Exempt from Business Proposal 
and Total Page Limits

228(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2020 and 2019 

13 
 

    Fair Value Measurements at December 31, 2019 
   Quoted         
   Prices in  Other       
   Active  Observable  Unobservable    
   Markets  Inputs  Inputs    
  (Level 1)  (Level 2)  (Level 3)  Fair Value 

                     
Assets           
Residential mortgage-backed $ -  $ 294,400  $ -  $ 294,400 
Corporate debt securities  -   15,036,478   -   15,036,478 

  Total invested assets $ -  $ 15,330,878  $ -  $ 15,330,878 

The carrying values and estimated fair values of the Company’s financial instruments at 
December 31, 2020 and 2019 were as follows: 
 

  December 31, 2020 

  
Aggregate Fair 

Value Admitted Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 5,652,736,110 $ 5,455,167,079 $ 1,092,956,754 $ 4,559,779,356 $ - $ - 

Mortgage loans  8,550,000  8,550,000  -  -  8,550,000  - 
Total $ 5,661,286,110 $ 5,463,717,079 $ 1,092,956,754 $ 4,559,779,356 $ 8,550,000 $ - 

 

  December 31, 2019 

  
Aggregate Fair 

Value Admitted Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 5,163,221,729 $ 5,089,908,964 $ 883,095,733 $ 4,280,125,996 $ - $ - 

Mortgage loans  8,550,000  8,550,000  -  -  8,550,000  - 
Total $ 5,171,771,729 $ 5,098,458,964 $ 883,095,733 $ 4,280,125,996 $ 8,550,000 $ - 

f. Real Estate and Long-Lived Assets: Real estate occupied by the Company is carried at the 
depreciated cost.  Depreciation expense is computed using the straight-line method over 
estimated useful lives generally ranging from ten to twenty years.  Depreciation expense on real 
estate occupied by the Company was $1,760,633 and $1,944,995 for the years ended 
December 31, 2020 and 2019, respectively. 

The Company periodically reviews long-lived assets, including property and equipment, for 
impairment whenever adverse events or changes in circumstances indicate the carrying value of 
the asset may not be recoverable. Losses are recognized for a long-lived asset to be held and 
used in the Company’s operations when the undiscounted future cash flows expected to result 
from the use of the asset are less than its carrying value. The Company recognizes an impairment 
loss based on the excess of the carrying value over the fair value of the asset. Losses are 
recognized for a long-lived asset to be abandoned when the asset ceases to be used.  In addition, 
the Company periodically reviews the estimated lives of all long-lived assets for reasonableness. 

g. Investment in subsidiaries: In accordance with SSAP No. 97, Investments in Subsidiary, 
Controlled, and Affiliated Entities, a replacement of SSAP No. 88 (SSAP No. 97), $742,129,787 
and $675,991,500 were admitted as investment in subsidiaries at December 31, 2020 and 2019, 
respectively.  The Company owns 100% of the common stock of Humana Employers Health Plan 
of Georgia, Inc. (HEHPGA), Humana Insurance Company of Kentucky (HICK), and Humana 
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Health Benefit Plan of Louisiana, Inc. (HHBPLA). The Company accounts for its investment in 
subsidiaries using the statutory equity method of accounting.  

The Company reports an investment in an insurance subsidiary, HHBPLA, for which the audited 
statutory equity reflects a departure from the NAIC statutory accounting practices and 
procedures. The Commissioner of Insurance of the State of Louisiana allowed HHBPLA to admit 
its $719,533 and $775,406 of furniture and equipment used for Health Maintenance Organization 
operations in 2020 and 2019, respectively, which is not in accordance with NAIC SSAP.  Had 
HHBPLA not been allowed to admit these balances, their ending surplus at December 31, 2020 
and 2019 would have been $344,369,369 and $278,859,450, respectively.  The Company's risk-
based capital would have not triggered a regulatory event had it not used a prescribed or 
permitted practice.  

h. Equipment: Equipment is recorded at cost less accumulated depreciation.  Gains and losses on 
sales or disposals of property and equipment are included in net other income (expense) in the 
accompanying statements of revenue and expenses.  Depreciation expense is computed using 
the straight-line method over estimated useful lives generally ranging from 3 to 10 years.  
Depreciation expense, including that related to the nonadmitted portion, was $26,158,063 and 
$27,087,238 for the years ended December 31, 2020 and 2019, respectively.   

Improvements to leased facilities are depreciated over the shorter of the remaining lease term or 
the anticipated life of the improvement. Depreciation expense related to leasehold improvements 
was $2,129,330 and $1,939,589 for the years ended December 31, 2020 and 2019, respectively. 

i. Income Taxes: The amounts recorded as federal income tax expense in the accompanying 
statements of revenue and expenses represent amounts due to or from Humana in accordance 
with the tax allocation agreement between the Company and Humana.  Any unsettled portion of 
the federal taxes is recorded as current federal income tax payable or receivable in the 
accompanying statements of admitted assets, liabilities and surplus.   

The Company recognizes an asset or liability for the deferred tax consequences of temporary 
differences between the tax basis of assets or liabilities and their reported amounts in the 
statutory financial statements.  These temporary differences will result in taxable or deductible 
amounts in future years when the reported amounts of the assets or liabilities are recovered or 
settled.  The Company also recognizes the future tax benefits such as net operating and capital 
loss carryforwards as deferred tax assets.  Deferred tax assets and deferred tax liabilities are 
further adjusted for changes in the enacted tax rates. 

Statutory deferred tax assets (DTAs) are limited to an amount equal to the sum of: (1) federal 
income taxes paid in prior years that can be recovered through loss carrybacks for existing 
temporary differences that reverse by the end of the subsequent calendar year; (2) depending 
on the Company’s Authorized Control Level (ACL) Risk Based Capital (RBC) exclusive of the 
DTA Ratio, the lesser of (a) the amount of gross DTAs expected to be realized within three years 
after the application of (1) or 15% of surplus, if the ratio is greater than 300%, (b) the amount of 
gross DTAs expected to be realized within one year after the application of (1) or 10% of surplus, 
if the ratio is between 200 – 300%, or (c) if the ratio is below 200%, no DTA can be realized; (3) 
the amount of gross DTAs, after the application of (1) and (2), that can be offset against gross 
deferred tax liabilities (DTLs).  DTAs in excess of these limitations are nonadmitted.  At December 
31, 2020 and 2019 DTAs of $18,129,081 and $13,267,892, respectively, were nonadmitted. 

j. Earned Premiums:  Premiums are estimated by multiplying the membership covered under the 
Company’s various contracts by the contractual rates.  Premiums are reported as earned in the 
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period members are entitled to receive services, and are net of retroactive membership 
adjustments.  Retroactive membership adjustments result from enrollment changes not yet 
processed, or not yet reported by an employer group or the government.  The Company routinely 
monitors the collectability of specific accounts, the aging of receivables, historical retroactivity 
trends, estimated rebates, as well as prevailing and anticipated economic conditions, and reflects 
any required adjustments in current operations.  Premiums received prior to the earned period 
are recorded as advance premiums. 

The Company receives monthly premiums from the federal government according to government 
specified payment rates and various contractual terms. The Company bills and collects premiums 
from employer groups and members in its Medicare products monthly.  Changes in premium 
revenues resulting from the periodic changes in risk-adjustment scores derived from medical 
diagnoses for its membership are estimated by projecting the ultimate annual premium and are 
recognized ratably during the year, with adjustments each period to reflect changes in the 
ultimate premium. 

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members.  The risk-adjustment model, which CMS implemented pursuant to 
the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 
2000 (BIPA), generally pays more where a plan’s membership has higher expected costs.  Under 
this model, rates paid to MA plans are based on actuarially determined bids, which include a 
process whereby prospective payments are based on the Company’s estimated cost of providing 
standard Medicare-covered benefits to an enrollee with a “national average risk profile.”  That 
baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership.  Under the risk-adjustment methodology, all MA plans must collect from providers 
and submit the necessary diagnosis code information to CMS within prescribed deadlines.  The 
CMS risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium 
payment to MA plans, which CMS adjusts for coding pattern differences between the health plans 
and the government fee-for-service program.  The Company generally relies on providers, 
including certain providers in its network who are employees of affiliates of the Company, to code 
their claim submissions with appropriate diagnoses, which the Company sends to CMS as the 
basis for the Company’s payment received from CMS under the actuarial risk-adjustment model.  
The Company also relies on these providers to document appropriately all medical data, including 
the diagnosis data submitted with claims. CMS is phasing-in the process of calculating risk scores 
using diagnoses data from the Risk Adjustment Processing System (RAPS) to diagnoses data 
from the Encounter Data System (EDS). The RAPS process requires MA plans to apply a filter 
logic based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For 
submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS 
will apply the risk adjustment filtering logic to determine the risk scores. For 2020, 50% of the risk 
score was calculated from claims data submitted through EDS. CMS increased that percentage 
to 75% for 2021 and will complete the phased-in transition from RAPS to EDS by using only EDS 
data to calculate risk scores in 2022.  

The amount of net premiums written by the Company in 2020 and 2019 that were subject to 
retrospective rating features were $27,296,362,970 and $24,976,993,090, respectively, or 
94.53% and 94.45%, respectively, of the total net premiums written. No other net premiums 
written by the Company are subject to retrospective rating features. 

In accordance with SSAP No. 84, Certain Health Care Receivables and Receivables Under 
Government Insured Plans (SSAP No. 84), the Company has recorded receivables from CMS 
under the risk adjustment model of $318,241,471 and $303,393,822 as of December 31, 2020 
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and 2019, respectively, which are included in premiums receivable in the accompanying 
statements of admitted assets, liabilities and surplus.   

The Company estimates policyholder rebates by projecting calendar year minimum benefit ratios 
for the MA, small group and large group markets, as defined by the HCRL using a methodology 
prescribed by the Department of Health and Human Services (HHS).  Estimated calendar year 
rebates recognized ratably during the year are revised each period to reflect current experience. 

Pursuant to the HCRL, the Company recorded the following amounts at December 31, 2020 and 
2019 for policyholder rebates: 

  2020 

   Individual  
Small 
Group  

Large 
Group  

Total 
Commercial  

Other 
Categories 

with Rebates  Total 

              
Medical loss ratio 
rebates incurred 
(recovered)   $ 4,341,122 $ 3,129,358 $ (1,623,507) $ 5,846,973 $ 55,177,890 $ 61,024,863 

Medical loss ratio 
rebates paid    -  2,837,212  346,527  3,183,739  14,581,350  17,765,089 

Medical loss ratio 
rebates unpaid   4,341,122  449,866  378,026  5,169,014  109,278,818  114,447,832 

 
  2019 

   Individual  
Small 
Group  

Large 
Group  

Total 
Commercial  

Other 
Categories 

with Rebates  Total 

              
Medical loss ratio 
rebates incurred  $ - $ (1,255,879) $ 17,870 $ (1,238,009) $ 55,369,252 $ 54,131,243 

Medical loss ratio 
rebates paid    -  741,888  1,108,205  1,850,093  -  1,850,093 

Medical loss ratio 
rebates unpaid   -  157,720  2,348,060  2,505,780  68,682,278  71,188,058 

The amounts recorded for the medical loss rebates incurred are recorded as a reduction of 
premium in earned premiums in the accompanying statutory statements of revenue and 
expenses.  The medical loss rebates unpaid are included in aggregate health policy reserves in 
the accompanying statements of admitted assets, liabilities and surplus.   

There is no impact of any reinsurance assumed or ceded on the medical loss ratio rebate. 

k. Medicare Part D:  The Company covers prescription drug benefits in accordance with Medicare 
Part D under multiple contracts with CMS. The payments received monthly from CMS and 
members, which are determined from the Company’s annual bid, represent amounts for providing 
prescription drug insurance coverage. The Company recognizes premiums revenue for providing 
this insurance coverage ratably over the term of its annual contract. The CMS payment is subject 
to risk sharing through the Medicare Part D risk corridor provisions. In addition, receipts for 
reinsurance and low-income cost subsidies as well as receipts for certain discounts on brand 
name prescription drugs in the coverage gap represent payments for prescription drug costs for 
which the Company is not at risk.  

The risk corridor provisions compare costs targeted in the Company’s bids to actual prescription 
drug costs, limited to actual costs that would have been incurred under the standard coverage 
as define by CMS. Variances exceeding certain thresholds may result in CMS making additional 
payments to the Company or require the Company to refund to CMS a portion of the premiums 
received. As risk corridor provisions are considered in the Company’s overall annual bid process 
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and in accordance with SSAP No. 66, Retrospectively Rated Contracts, (SSAP No. 66), the 
Company estimates and recognizes an adjustment to premiums revenue related to these 
provisions based upon pharmacy claims experience. The Company records a receivable or 
payable at the contract level.  

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the 
Medicare Part D program for which the Company assumes no risk.  Reinsurance subsidies 
represent funding from CMS for its portion of prescription drug costs which exceed the member’s 
out-of-pocket threshold, or the catastrophic coverage level.  Low-income cost subsidies represent 
funding from CMS for all or a portion of the deductible, the coinsurance and co-payment amounts 
above the out-of-pocket threshold for low-income beneficiaries.  Monthly prospective payments 
from CMS for reinsurance and low-income cost subsidies are based on assumptions submitted 
with the Company’s annual bid.  A reconciliation and related settlement of CMS’s prospective 
subsidies against actual prescription drug costs paid by the Company is made after the end of 
the year. The HCRL mandates consumer discounts of 50% on brand name prescription drugs for 
Part D plan participants in the coverage gap.  These discounts are funded by CMS and 
pharmaceutical manufacturers while the Company administers the application of these funds.   

In accordance with SSAP No. 47, Uninsured Plans, (SSAP No. 47), the Company accounts for 
these subsidies and discounts as a deposit in the accompanying statements of admitted assets, 
liabilities and surplus and as an operating activity in the accompanying statements of cash flows.  
The Company does not recognize earned premiums or benefits incurred and loss adjustment 
expenses for these subsidies or discounts. Receipt and payment activity is accumulated at the 
contract level and recorded in the statutory statements of admitted assets, liabilities and surplus 
in amounts receivable relating to uninsured plans or accounts payable and accrued expenses.  

Settlement of the reinsurance and low-income cost subsidies as well as risk corridor payment is 
based on a reconciliation made approximately 9 months after the close of each calendar year. 
Settlement with CMS for brand name prescription drug discounts is based on a reconciliation 
made approximately 14 to 18 months after the close of each calendar year. The Company 
continues to revise its estimates with respect to the risk corridor provisions based on subsequent 
period pharmacy claims data.  

The accompanying statements of admitted assets, liabilities and surplus include the following 
amounts associated with Medicare Part D as of December 31, 2020 and 2019: 

  2020  2019 

  Risk  CMS  Risk  CMS 
  Corridor  Subsidies/  Corridor  Subsidies/ 
 Settlement  Discounts  Settlement  Discounts 

             
Premiums receivable $ 128,324,320  $ -     $ 3,209,354  $ -    
Amounts receivable 
relating to uninsured 
plans   -      1,119,108,271   -      482,892,958 

Aggregate health policy 
reserves  (85,986,712)   -      (112,321,409)   -    

Accounts payable and 
accrued  expenses   -        (162,274,651)     -        (229,954,566) 

 
Net asset 
(liability) $ 42,337,608  $ 956,833,620  $ (109,112,055)  $ 252,938,392 

 
l. Accounting for the Risk-Sharing Provisions of the Health Care Reform Law: Effective 

January 1, 2014, the risk spreading programs are applicable to certain of the Company’s 
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commercial medical insurance products. These programs, commonly referred to as the 3Rs, 
include a permanent risk adjustment program, a transitional reinsurance program, and a 
temporary risk corridors program designed to more evenly spread the financial risk borne by 
issuers and to mitigate the risk that issuers would have mispriced products. The transitional 
reinsurance and temporary risk corridors programs were only applicable for years 2014 through 
2016. Policies issued prior to March 23, 2010 are considered grandfathered policies and are 
exempt from the 3Rs. Certain states have allowed non-grandfathered policies issued prior to 
January 1, 2014 to extend the date of required transition to policies compliant with the HCRL to 
as late as 2017. Accordingly, such policies are exempt from the 3Rs until they transition to policies 
compliant with the HCRL. 

The permanent risk adjustment program adjusts the premiums that commercial individual and 
small group health insurance issuers receive based on the demographic factors and health status 
of each member as derived from current year medical diagnosis as reported throughout the year. 
This program transfers funds from lower risk plans to higher risk plans within similar plans in the 
same state. The risk adjustment program is applicable to commercial individual and small group 
health plans operating both inside and outside of the health insurance exchanges established 
under the HCRL. Under the risk adjustment program, a risk score is assigned to each covered 
member to determine an average risk score at the individual and small group level by legal entity 
in a particular market in a state. Additionally, an average risk score is determined for the entire 
subject population for each market in each state. Settlements are determined on a net basis by 
state. Each health insurance issuer’s average risk score is compared to the state’s average risk 
score. Plans with an average risk score below the state average will pay into a pool and health 
insurance issuers with an average risk score that is greater than the state average risk score will 
receive money from that pool. The Company generally relies on providers, including certain 
network providers who are employees of Humana, to appropriately document all medical data, 
including the diagnosis codes submitted with claims, as the basis for the Company’s risk scores 
under the program. The Company’s estimate of amounts receivable and/or payable under the 
risk adjustment program is based on an estimate of both its own and the state average risk 
scores. Assumptions used in these estimates include but are not limited to published third party 
studies and other publicly available data including regulatory plan filings, geographic 
considerations including the Company’s historical experience in markets it has participated in 
over a long period of time, member demographics (including age and gender for its members 
and other health insurance issuers), its pricing model, sales data for each metal tier (different 
metal tiers yield different risk scores), and  the mix of previously underwritten membership as 
compared to new members in plans compliant with the HCRL. The Company refines its estimates 
as new information becomes available, including additional data released by HHS, regarding 
estimates of state average risk scores. Risk adjustment is subject to audit by HHS beginning with 
the 2015 coverage year, however, there were no payments associated with these audits for 2015 
or 2016, the pilot years for the audits.   The Company risk adjustment data for 2018 and 2019 
was selected for audit by HHS.  The final assessment from this audit was immaterial to the 
statutory statements of revenues and expenses.  

The temporary risk corridor program applied to individual and small group Qualified Health Plans 
(or substantially equivalent plans), or QHPs, as defined by HHS, operating both inside and 
outside of the exchanges. Accordingly, plans subject to risk adjustment that are not QHPs, 
including the Company’s small group health plans, were not subject to the risk corridor program. 
The risk corridor provisions were included to limit issuer gains and losses by comparing allowable 
medical costs to a target amount, each defined/prescribed by HHS, and sharing the risk for 
allowable costs with the federal government. Allowable medical costs are adjusted for risk 
adjustment settlements, transitional reinsurance recoveries, and cost sharing reductions received 
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from HHS. Variances from the target exceeding certain thresholds may result in HHS making 
additional payments to the Company or require it to refund HHS a portion of the premiums the 
Company received. 

The Company estimates and recognizes adjustments to earned premiums for the risk adjustment 
and risk corridor provisions by projecting its ultimate premium for the calendar year separately 
for individual and group plans by state. Estimated calendar year settlement amounts are 
recognized ratably during the year and are revised each period to reflect current experience, 
including changes in risk scores derived from medical diagnoses submitted by providers. The 
Company records receivables or payables at the individual or group level within each state and 
classifies the amounts as current or long-term in the statutory statements of admitted assets, 
liabilities and surplus based on the timing of expected settlement. 

The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the permanent HCRL risk 
adjustment and temporary risk corridor programs as of December 31, 2020 and 2019: 

HCRL Risk Adjustment  
 

   

Assets    2020  2019 

 
Premium adjustments receivable due to HCRL Risk Adjustment 
(including high risk pool payments) $ 8,452,650  $ 9,396,756 

Liabilities        
 Risk adjustment user fees payable for HCRL Risk Adjustment  226,810  

 214,067 

 
Premium adjustments payable due to HCRL Risk Adjustment 
(including high risk pool payments)  8,877,129  

 
10,956,813 

Operations (Revenue & Expenses)        

 
Reported as revenue in premium for accident and health contracts 

(written/collected) due to HCRL Risk Adjustment  12,371,151  
 

11,761,211 

 
Reported in expenses as HCRL risk adjustment user fees 

(incurred/paid)  99,711  
 

119,266 
 

HCRL Risk Corridor      

Assets   2020  2019 

 Accrued retrospective premium due to HCRL Risk Corridors   $ -  $ - 
Liabilities    

    

 
Reserve for rate credits or policy experience rating refunds due to 
HCRL Risk Corridors   -  

 
- 

Operations (Revenue & Expenses)     
    

 Effect of HCRL Risk Corridors on net premium income   51,059,517  
 - 

 
Effect of HCRL Risk Corridors on change in reserves for rate 
credits   -  

 
- 

The risk corridor receivable activity by program year is presented below.     

Risk 
Corridors 
Program 

Year 

Estimated 
Amount to be 
Filed or Final 
Amount Filed 

with CMS 

Non-Accrued 
Amounts for 

Impairment or 
Other 

Reasons 

Amounts 
received from 

CMS 

Assets 
Balance 

(Gross of Non-
admissions) 

Non-admitted 
Amount 

Net 
Admitted 

Asset 

2014 $ 18,112,622 $ - $ 18,112,622 $ - $ - $ - 
2015  17,262,854  -  17,262,854  -  -  - 
2016  18,717,446  -  18,717,446  -  -  - 
Total $ 54,092,922 $ - $ 54,092,922 $ - $ - $ - 

On November 2, 2017, Humana filed suit against the United States of America in the United 
States Court of Federal Claims, on behalf of its health plans seeking recovery from the federal 
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government for payments under the risk corridor premium stabilization program established 
under the HCRL for years 2014, 2015 and 2016.  On April 27, 2020, the U.S. Supreme Court 
ruled that the government is obligated to pay the losses under this risk corridor program, and that 
Congress did not impliedly repeal the obligation under its appropriations riders. In September 
2020, the Company received $51,059,517 from the U.S. Government pursuant to the judgement 
issued by the Court of Federal Claims on July 7, 2020. The $51,059,517 payment received from 
the U.S. Government and $2,552,205 in related fees and expenses are reflected in net premium 
income and selling, general and administrative expenses, respectively.   

A roll-forward of risk corridor assets, gross of any nonadmissions and liability balances by 
program year, along with the reasons for adjustments to prior year balances are presented below: 

  Accrued During the 
Prior 

Year on Business 
Written 

Before Dec 31 of the 
Prior Year 

Received or Paid as of the 
Current Year on Business 

Written Before Dec 31 
of the Prior Year 

Differences Adjustments 
Unsettled Balances as of the 

Reporting Date 

  

Prior Year 
Accrued Less 

Payments 
(Col 1 -3) 

Prior Year 
Accrued 

Less 
Payments 
(Col 2 -4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances  

Cumulative 
Balance 

from 
Prior Years 
(Col 1-3+7) 

Cumulative 
Balance 

from 
Prior Years 
(Col 2-4+8) 

  1 2 3 4 5 6 7 8  9 10 
Risk Corridors Program 

Year 
Receivab

le (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 
a. 2014   

1. Accrued retrospective 
premium - 

 
15,079,217 

 
(15,079,217) 

 
15,079,217 

 
A. - 

 

2. Reserve for rate 
credits or policy 
experience rating 
refunds  

 

- 

 

- 

 

- 

 

- 

  

- 
b. 2015   

1. Accrued retrospective 
premium - 

 
17,262,854 

 
(17,262,854) 

 
17,262,854 

 
A. - 

 

2. Reserve for rate 
credits or policy 
experience rating 
refunds  

 

- 

 

- 

 

- 

 

- 

  

- 
c. 2016   

1. Accrued retrospective 
premium -  18,717,446  (18,717,446)  18,717,446  

A. 
-  

2. Reserve for rate 
credits or policy 
experience rating 
refunds   - 

 

- 

 

- 

 

- 

  

- 
d. Total for Risk Corridors 

- - 51,059,517 - (51,059,517) - 51,059,517 - 
 

- - 

Explanations of adjustments 

A. Adjustment recorded for additional risk corridor payments received in 2020 that had been 
previously written off. 

The transitional reinsurance program required the Company to make reinsurance contributions 
for calendar years 2014 through 2016 to a state or HHS established reinsurance entity based on 
a national contribution rate per covered member as determined by HHS. While all commercial 
medical plans, including self-funded plans, are required to fund the reinsurance entity, only fully-
insured non-grandfathered plans compliant with the HCRL in the individual commercial market 
were eligible for recoveries if individual claims exceed a specified threshold. Accordingly, the 
Company accounted for transitional reinsurance contributions associated with all commercial 
medical health plans other than these non-grandfathered individual plans as an assessment in 
operating costs in its statutory statements of revenue and expenses. The Company accounted 
for contributions made by individual commercial plans compliant with the HCRL, which were 
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subject to recoveries, as ceded premiums (a reduction of earned premiums) and similarly the 
Company accounted for any recoveries as ceded benefits (a reduction of benefits incurred and 
loss adjustment expenses) in its statutory statements of revenue and expenses.  

The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the transitional HCRL 
reinsurance program as of December 31, 2020 and 2019: 

Assets    2020  2019 

 Amounts recoverable for claims paid due to HCRL Reinsurance $ -  $ - 

 
Amounts recoverable for claims unpaid due to HCRL 

Reinsurance (Contra Liability)  -   - 

 
Amounts receivable relating to uninsured plans for 

contributions for HCRL Reinsurance  -   - 
Liabilities        

 
Liabilities for contributions payable due to HCRL Reinsurance – 

not  reported as ceded premium  -    - 

 
Ceded reinsurance premiums payable due to HCRL 

Reinsurance  -   - 

 
Liabilities for amounts held under uninsured plans contributions 

for HCRL Reinsurance  -   - 
Operations (Revenues & Expenses)       
 Ceded reinsurance premiums due to HCRL Reinsurance  -   - 

 
Reinsurance recoveries (income statement) due to HCRL 

Reinsurance payments or expected payments  -   581,309 

 
HCRL Reinsurance contributions – not reported as ceded 

premiums  -   - 

Amounts recoverable for claims unpaid due to HCRL Reinsurance is a contra liability and is 
included in benefits and loss adjustment expenses payable on the statutory statements of 
admitted assets, liabilities and surplus.  

A roll-forward of prior year HCRL risk-sharing provisions for the following asset (gross of any 
nonadmission) and liability balances, along with the reasons for adjustments to prior year 
balances are presented below: 

  

Accrued During the Prior 
Year on Business Written 

Before December 31 of the 
Prior Year 

Received or Paid as of 
the Current Year on 

Business Written 
Before December 31 of 

the Prior Year 

Differences Adjustments 
Unsettled Balances as of the 

Reporting Date 
Prior Year 
Accrued 

Less 
Payments 
(Col 1-3) 

Prior Year 
Accrued 

Less 
Payments 
(Col 2-4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances   

Cumulative 
Balance from 
Prior Years 
(Col 1-3+7) 

Cumulative 
Balance from 
Prior Years 
(Col 2-4+8) 

1 2 3 4 5 6 7 8   9 10 

Receivable (Payable) Receivabl
e 

(Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 

a. Permanent ACA 
Risk Adjustment 
Program   

          

1. Premium 
adjustments 
receivable 
(including high risk 
pool payments) 9,396,756  15,847,564  (6,450,808)  6,809,461  A.    358,653  

2. Premium 
adjustments 
(payables) 
(including high 
risk pool 
payments)  (10,956,813)  (4,599,391)  (6,357,422)  (1,170,650) B.  (7,528,072) 
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3. Subtotal ACA 
Permanent Risk 
Adjustment 
Program 9,396,756 (10,956,813) 15,847,564 (4,599,391) (6,450,808) (6,357,422) 6,809,461 (1,170,650)  358,653 (7,528,072) 

b. Transitional ACA 
Reinsurance 
Program             

1. Amounts 
recoverable for 
claims paid -  -  -  -    -  

2. Amounts 
recoverable for 
claims unpaid 
(contra liability) -  -  -  -    -  

3. Amounts 
receivable 
relating to 
uninsured plans -  -  -  -    -  

4. Liabilities for 
contributions 
payable due to 
ACA 
Reinsurance- 
not reported as 
ceded premium  -  -  -  -    - 

5. Ceded 
reinsurance 
premiums 
payable  -  -  -  -    - 

6. Liability for 
amounts held 
under uninsured 
plans  -  -  -  -    - 

7. Subtotal ACA 
Transitional 
Reinsurance 
Program - - - - - - - -  - - 

c. Temporary ACA 
Risk Corridors 
Program             

1. Accrued 
retrospective 
premium -  51,059,517  (51,059,517)  51,059,517  C. -  

2. Reserve for rate 
credits or policy 
experience 
rating refunds  -  -  -  -    - 

3. Subtotal ACA 
Risk Corridors 
Program - - 51,059,517 - (51,059,517) - 51,059,517 -  - - 

d. Total for ACA Risk 
Sharing 
Provisions 9,396,756 (10,956,813) 66,907,081 (4,599,391) (57,510,325) (6,357,422) 57,868,978 (1,170,650)  358,653 (7,528,072) 

 
Explanation for adjustments 

A. Adjustments related to updates received from CMS associated with 2019 benefit year 
and the latest data from Wakely Consulting. 

B. Small Group estimate changes for unfinalized years, based on latest data from Wakely 
Consulting. 

C. Adjustment recorded for additional risk corridor payments received in 2020 that had 
been previously written off. 
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Net collections under the 3Rs associated with prior coverage years were $62,307,691 and 
$(10,957,828) in 2020 and 2019, respectively. The Company collected all reinsurance 
recoverables relating to prior coverage years in 2018. 

m. Pharmacy Rebates: The Company benefits from several contractual agreements with 
pharmaceutical companies that offer rebates on certain prescription drugs based upon the rate 
of utilization through its agreement with Humana Pharmacy Solutions, Inc. (HPS) discussed in 
Note 9.  The Company’s method used to estimate rebates receivable is based on historical trends 
and actual amounts invoiced to manufacturers.  These rebates are recorded as a reduction of 
benefits incurred and loss adjustment expenses in the accompanying statutory statements of 
revenue and expenses. 

In accordance with SSAP No. 84, the following table summarizes the gross pharmacy rebate 
receivables included in admitted health care and other receivables in the accompanying 
statements of admitted assets, liabilities and surplus and the pharmacy rebates collected by 
quarter for 2020, 2019, and 2018:  

Quarter 

Estimated  
Pharmacy  
Rebates as  

Reported on  
Financial 

Statements  

Pharmacy  
Rebates as  

Billed or  
Otherwise  
Confirmed  

Actual Rebates  
Received Within 

90 Days of 
Billing  

Actual Rebates  
Received 

Within 91 to 
180 Days of 

Billing  

Actual 
Rebates  
Received 

More than 181 
Days After 

Billing 
12/31/2020 $ 865,801,825  $ 865,801,825  $ -  $ -  $ - 
9/30/2020  1,168,556,064   1,168,556,064   1,160,387,128   -   - 
6/30/2020  1,373,937,740   1,373,937,740   1,362,660,688   10,170,454   - 
3/31/2020  1,082,989,376   1,082,989,376   1,058,456,911   24,387,760   - 
12/31/2019  857,149,998   857,149,998   852,653,167   -   - 
9/30/2019  983,974,614   983,974,614   976,954,193   2,515,299   4,505,122 
6/30/2019  1,557,140,947   1,557,140,947   1,538,340,203   4,788,022   13,912,563 
3/31/2019  1,105,668,614   1,105,668,614   1,095,342,361   -   10,326,253 
12/31/2018  871,791,853   871,791,853   861,944,025   4,597,680   2,749,502 
9/30/2018  1,019,941,316   1,019,941,316   1,016,254,784   3,686,532   - 
6/30/2018  1,351,608,731   1,351,608,731   1,346,148,031   5,460,700   - 
3/31/2018  914,970,239   914,970,239   914,970,239   -   - 

Amounts not collected within 90 days of invoice or confirmation date are nonadmitted.  Pharmacy 
rebates receivable of $16,517,875 and $28,534,552 were nonadmitted at December 31, 2020 
and 2019, respectively.  

n. Risk-Share Agreements: The Company negotiates contractual agreements with group 
Medicare customers, some of which contain gain sharing provisions in the event the benefit ratio 
is less than an agreed-upon level.  In these agreements, the Company and the customers 
generally share evenly in the gain. The Company recorded gain share payable of $175,887,987 
and $40,715,660 as of December 31, 2020 and 2019, respectively, which is included in 
aggregate health policy reserves in the accompanying statements of admitted assets, liabilities 
and surplus. 

o. Benefits Incurred and Loss Adjustment Expenses:  Benefits incurred and loss adjustment 
expenses include claim payments, capitation payments, pharmacy costs net of rebates, 
allocations of certain centralized expenses and various other costs incurred to provide health, 
dental and vision insurance coverage to members, as well as estimates of future payments to 
hospitals and others for medical care and other supplemental benefits provided on or prior to the 

Attachment 2.5.5.1-4 HIC 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
25 of 60

Exempt from Business Proposal 
and Total Page Limits

239(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2020 and 2019 

24 
 

date of the statements of admitted assets, liabilities and surplus.  Capitation payments represent 
monthly contractual fees disbursed to participating primary care physicians, and other providers 
who are responsible for providing medical care to members.    Pharmacy costs represent 
payments for members’ prescription drug benefits, net of rebates from drug manufacturers.  
Based on the nature of the expense, loss adjustment expenses are allocated between benefits 
incurred and loss adjustment expense and selling, general and administrative expense.   

The estimates of future medical claim payments are estimated using actuarial methods and 
assumptions based upon claim payment patterns, medical cost inflation, historical development 
such as claim inventory levels and claim receipt patterns, and other relevant factors.  
Corresponding administrative costs to process outstanding claims are estimated and accrued.  
The Company continually reviews estimates of future payments relating to claims costs for 
services incurred in the current and prior periods and adjusts as necessary.   

Benefits expense is recognized in the period in which services are provided and includes an 
estimate of the cost of services which have been incurred but not yet reported, or IBNR. The 
Company’s reserving practice is to consistently recognize the actuarial best point estimate within 
a level of confidence required by actuarial standards. Actuarial standards of practice generally 
require a level of confidence such that the liabilities established for IBNR have a greater 
probability of being adequate versus being insufficient, or such that the liabilities established for 
IBNR are sufficient to cover obligations under an assumption of moderately adverse conditions. 
Adverse conditions are situations in which the actual claims are expected to be higher than the 
otherwise estimated value of such claims at the time of the estimate. Therefore, in many 
situations, the claim amounts ultimately settled will be less than the estimate that satisfies the 
actuarial standards of practice. 

The Company reassesses the profitability of its contracts for providing insurance coverage to its 
members when current operating results or forecasts indicate probable future losses. The 
Company establishes a premium deficiency reserve in the current year to the extent that the sum 
of expected future costs, claim adjustment expenses, and maintenance costs exceeds related 
future premiums under contracts. For purposes of determining premium deficiencies, contracts 
are grouped in a manner consistent with how the Company’s policies are marketed, serviced, 
and measured for the profitability of such contracts. Losses recognized as a premium deficiency 
result in a beneficial effect in subsequent periods as operating losses under these contracts are 
charged to the liability previously established.  

The Company recorded premium deficiency liabilities of $77,622,000 at December 31, 2020 but 
none were recorded at December 31, 2019. The liability at December 31, 2020 is included in 
aggregate health policy reserves in the accompanying statements of admitted assets, liabilities 
and surplus.   

Management believes the Company’s benefits and loss adjustment expenses payable are 
adequate to cover future claims payments required. However, such estimates are based on 
knowledge of current events and anticipated future events. Therefore, the actual liability could 
differ materially from the amounts provided. 

p. Reserves for Life Contracts and Deposit-Type Contracts: The Company waives the 
deduction of deferred fractional premiums upon death of the insured and holds net level or 
modified premium reserves on mortality and interest bases that are consistent with statutory 
guidance. The Company does not return any portion of the final premium for periods beyond the 
date of death. Surrender values are not promised in excess of the legally computed reserves.   
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As of December 31, 2020 and 2019 the Company did not have any life insurance in force for 
which the gross premiums were less than the net premiums according to the standard valuation 
set by the OCI, as described in SSAP No. 51, Life Contracts (SSAP No. 51).  As discussed in 
Note 9, all non-health insurance business, including all associated reserves, was ceded to 
Humana Insurance Company of Kentucky (HICK) as of January 1, 2013.  

q. Administrative Service Only Contracts (ASO): Administrative services fees cover the 
processing of claims, offering access to the Company’s provider networks and clinical programs 
and responding to customer service inquiries from members of self-funded groups. Fees from 
providing administrative services, also known as administrative services only, or ASO, are 
recognized in the period services are performed and are net of estimated uncollectible amounts.  
ASO fees are estimated by multiplying the membership covered under the various contracts by 
the contractual rates.  Under ASO contracts, self-funded employers retain the risk of financing 
substantially all of the cost of health benefits. However, many ASO customers purchase stop loss 
insurance coverage from Humana to cover catastrophic claims or to limit aggregate annual costs. 
The Company does not reflect payment of ASO claims in its statutory statements of revenue and 
expenses.  

r. Mortgage Loans: Mortgage loans are current and carried at unpaid principal balances, net of 
discounts/premiums and valuation allowances. The Company has estimated the book/adjusted 
carrying value of its mortgage loans, to be $8,550,000 at December 31, 2020 and 2019. This 
estimate was established using a discounted cash flow method based on rating, maturity and 
future income when compared to the expected yield for mortgages having similar characteristics. 
The rating for mortgages in good standing is based on property type, location, market conditions, 
occupancy, debt service coverage, loan to value, caliber of tenancy, borrower and payment 
record. Problem mortgages are priced to reflect their monetary value to the Company, 
considering such things as the degree of default, whether or not the payments are still being 
made, interest rate, maturity and operating performance of the underlying collateral. 

During 2020 and 2019, the maximum and minimum lending rates for mortgage loans were 6.65% 
at both year ends.  At the issuance of a loan, the percentage of loan to value on any one loan 
does not exceed 100. 

s. Nonadmitted Assets:  Nonadmitted assets, which typically consist of premiums receivable past 
due in excess of 90 days, deferred tax assets in excess of certain limits, electronic data 
processing software in excess of certain limits, furniture and equipment, prepaid commissions 
and expenses, deposits, pharmacy rebates and other receivables past due in excess of 90 days 
from the invoice date, are excluded from the statements of admitted assets, liabilities and surplus 
by direct charges to unassigned surplus in accordance with SSAP No. 4, Assets and Nonadmitted 
Assets (SSAP No. 4). 

t. Going Concern Considerations:  Management of the Company has evaluated the Company’s 
ability to continue as a going concern under SSAP No. 1, Accounting Policies, Risks & 
Uncertainties, and Other Disclosures (SSAP No. 1). Based on this evaluation, Management has 
determined that there is no substantial doubt about the Company’s ability to continue as a going 
concern. 

u. Reclassifications: Certain prior year amounts have been reclassified to conform to the 2020 
financial statement presentation.  These reclassifications have no impact on the Company’s 
reported surplus, net income, or net cash flows. 
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v. Subsequent Events: The Company evaluated subsequent events through April 29, 2021, the 
date these financial statements were issued or available to be issued. 

On March 19, 2021, the Company requested to pay a dividend to its parent Humana of 
$750,000,000, of which, all was extraordinary.  The Company received approval to pay the 
dividend from the OCI on March 29, 2021.  On April 20, 2021, the Company paid the 
$750,000,000 dividend to Humana. 

The Company is not aware of any other events or transactions occurring subsequent to the 
balance sheet date, but before the issuance of the financial statements which may have a 
material effect on its financial condition.  

3. Bonds 

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2020 and 2019 
were as follows: 

 
  2020 

   Book/Adjusted 
Carrying 

Value 

 Gross 
Unrealized 

Gains 

 Gross 
Unrealized 

Losses 

 
Estimated 
Fair Value 

      
      
              

U. S. Governments $ 86,450,865  $  747,748  $ (91,962)  $ 87,106,651 
States, territories and possessions  40,724,739   1,351,861   (129)   42,076,471 
Political subdivisions of states, 

territories and possessions  60,193,948   2,047,422   -   62,241,370 
Special revenue and special 

assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions  1,426,364,809   65,255,683   (658,855)   1,490,961,637 

Industrial and miscellaneous  2,493,333,034   130,020,825   (1,099,566)   2,622,254,293 
Hybrid Securities  -   -   -   - 

 Total bonds $ 4,107,067,395  $ 199,423,539  $ (1,850,512)  $ 4,304,640,422 
 

  2019 

   
Book/Adjusted 
Carrying Value 

 Gross 
Unrealized 

Gains 

 Gross 
Unrealized 

Losses 

 
Estimated 
Fair Value 

      
      
              

U. S. Governments $ 49,880,748  $  146,367  $ (19,267)  $ 50,007,848 
States, territories and possessions  82,100,971   1,337,974   (7,230)   83,431,715 
Political subdivisions of states, 

territories and possessions  76,481,989   1,225,540   (8,034)   77,699,495 
Special revenue and special 

assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions 

 

1,471,704,396   32,996,082   (1,148,248)   1,503,552,230 
Industrial and miscellaneous  1,896,705,219   40,483,442   (1,693,862)   1,935,494,799 
Hybrid Securities  -   -   -   - 

 Total bonds $ 3,576,873,323  $ 76,189,405  $ (2,876,641)  $ 3,650,186,087 
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The book/adjusted carrying value and estimated fair value of bonds and short-term investments at 
December 31, 2020, by contractual maturity, are shown below.  Expected maturities may differ from 
contractual maturities because borrowers may have the right to call or prepay obligations with or without 
call or prepayment penalties and because most structured securities provide for periodic payments 
through their lives. 

   Book/Adjusted 
Carrying Value 

 Estimated 
Fair Value     

        
Due in one year or less $ 240,243,830  $ 240,781,223 
Due after one year through five years  746,017,489  

 779,558,730 
Due after five years through ten years  913,840,824  

 983,851,894 
Due after ten years  576,415,408  

 602,108,463 
Mortgage and asset-backed securities  1,797,939,483   1,865,725,755 

  $ 4,274,457,034  $ 4,472,026,065 
 
The detail of realized gains (losses) of bonds for the years ended December 31, 2020 and 2019 were 
as follows: 

     2020  2019 

           
Gross realized gains  $ 24,861,753  $ 17,011,113 
Gross realized losses    (4,502,415)    (2,674,574) 

 Net realized gains   $ 20,359,338  $ 14,336,539 
 
Gross unrealized losses and fair values aggregated by investment category and length of time that 
individual securities have been in a continuous unrealized loss position at December 31, 2020 and 
2019 were as follows: 

    2020 

    Less Than 12 Months  12 Months or More  Total 
    Fair Unrealized  Fair Unrealized  Fair Unrealized 
    Value Losses  Value Losses  Value Losses 
                  
U.S. Governments $ 47,281,417 $ (91,962)  $ - $ -  $ 47,281,417 $ (91,962) 
States, territories and 

possessions 
 

7,304,848  (129)   -  -   7,304,848  (129) 

Political subdivisions of   states, 
territories and  possessions 

 
-  -   -  -   -  - 

Special revenue and special 
assessment obligations and 
all non- guaranteed 
obligations of agencies and 
authorities of governments 
and their political subdivisions 

 

80,636,584 

 

(658,855)   -  -   80,636,584  (658,855) 
Industrial and misc.   222,903,328   (611,678)    114,016,835   (487,888)    336,920,163   (1,099,566) 

 Total invested assets $ 358,126,177 $ (1,362,624)  $ 114,016,835 $ (487,888)  $ 472,143,012 $ (1,850,512) 
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    2019 

    Less Than 12 Months  12 Months or More  Total 

    Fair Unrealized  Fair Unrealized  Fair Unrealized 
    Value Losses  Value Losses  Value Losses 
                  
U.S. Governments $ - $ -  $ 11,573,060 $ (19,267)  $ 11,573,060 $ (19,267) 
States, territories and 

possessions 
 

-  -   13,613,712  (7,230)   13,613,712  (7,230) 
Political subdivisions of   

states, territories and  
possessions 

 
-  -   11,278,345  (8,034)   11,278,345  (8,034) 

Special revenue and special 
assessment obligations and 
all non- guaranteed 
obligations of agencies and 
authorities of governments 
and their political subdivisions 

 

156,178,517  (712,278)   64,880,895  (435,970)   221,059,412  (1,148,248) 
Industrial and misc.   85,536,366   (336,295)    326,158,813   (1,357,567)    411,695,179   (1,693,862) 

 Total invested assets $ 241,714,883 $ (1,048,573)  $ 427,504,825 $ (1,828,068)  $ 669,219,708 $ (2,876,641) 

 
The unrealized loss from all debt securities was generated from 67 investment positions at December 
31, 2020. All issuers of debt securities the Company owns that were trading at an unrealized loss at 
December 31, 2020 remain current on all contractual payments. After taking into account these and 
other factors previously described, the Company believes these unrealized losses primarily were 
caused by an increase in market interest rates in the current markets since the time the debt securities 
were purchased. At December 31, 2020, the Company did not intend to sell any debt securities with 
an unrealized loss position, and it is not likely that the Company will be required to sell these debt 
securities before recovery of their amortized cost basis. As a result, the Company believes that the 
debt securities with an unrealized loss were not other-than-temporarily impaired at December 31, 
2020.   

Unrealized gains or losses on bonds deemed temporary are included as an adjustment to surplus in 
the statutory financial statements. 

4. Reinsurance 

The Company reinsures portions of its business through various reinsurance treaties.  These treaties 
protect the Company from sustaining losses above predetermined levels and are included as a 
reduction of earned premiums in the accompanying statements of revenue and expenses.  Although 
the reinsurer in each case is primarily liable on the insurance ceded, the Company remains liable to 
the insured whether or not the reinsurer meets its contractual obligations. 

In 2020 and 2019, the Company did not commute any ceded reinsurance, nor did it enter into or 
engage in any agreement that reinsures policies or contracts that were in-force or had existing 
reserves as of the effective date of such agreements.  No write-offs of reinsurance balances occurred 
in 2020 or 2019.  The Company remains obligated for amounts ceded in the event that reinsurers do 
not meet their obligations. 

The Company has a reinsurance contract with an affiliate as noted within Note 9.  For the years 
ended December 31, 2020 and 2019 there were $48,245,098 and $50,534,711 premiums ceded, 
respectively, related to this contract. 
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The Company has not entered into any reinsurance agreements in which the reinsurer may 
unilaterally cancel any reinsurance for reasons other than nonpayment of premiums or other amounts 
due.  The Company does not have any reinsurance agreements in effect in which the amount of 
losses paid or accrued through December 31, 2020 or 2019 would result in a payment to the reinsurer 
of amounts which, in the aggregate and allowing for offset of mutual credits from other reinsurance 
agreements with the same reinsurer, exceed the total direct premiums collected under the reinsured 
policies.  The Company does not have any reinsurance agreements subject to A-791 risk limiting 
provisions. 

5. Income Taxes 

The components of the net admitted deferred tax assets and deferred tax liabilities by character as 
of December 31, 2020 and 2019 were as follows: 

     2020 

     Ordinary  Capital  Total 

             
Gross deferred tax assets  $ 154,254,430  $ 31,678  $ 154,286,108 
Statutory valuation allowance adjustment    -    (31,678)    (31,678) 

 Adjusted gross deferred tax assets   154,254,430   -   154,254,430 
Deferred tax assets nonadmitted    (18,129,081)    -    (18,129,081) 

 Subtotal net admitted deferred tax assets   136,125,349   -   136,125,349 
Gross deferred tax liabilities    (5,551,401)    -    (5,551,401) 

 Net admitted deferred tax asset/(liability)  $ 130,573,948  $ -  $ 130,573,948 
 

     2019 

     Ordinary  Capital  Total 

             
Gross deferred tax assets  $  111,944,692  $ 214,010  $ 112,158,702 
Statutory valuation allowance adjustment    -    (214,010)    (214,010) 

 Adjusted gross deferred tax assets   111,944,692   -   111,944,692 
Deferred tax assets nonadmitted    (13,267,892)    -    (13,267,892) 

 Subtotal net admitted deferred tax assets   98,676,800   -   98,676,800 
Gross deferred tax liabilities    (5,412,854)    -    (5,412,854) 

 Net admitted deferred tax asset/(liability)  $  93,263,946  $ -  $ 93,263,946 
 
None of the Company’s ordinary (or capital) adjusted gross or net admitted DTAs were generated 
using tax planning strategies.  There are no temporary differences for which a DTL has not been 
established. 
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The amount of admitted adjusted gross deferred tax assets under SSAP No. 101, Income Taxes 
(SSAP No. 101) as of December 31, 2020 and 2019 were as follows: 

     December 31, 2020 
     Ordinary  Capital  Total 

             
Federal income taxes paid in prior years 
recoverable through loss carrybacks 

 
$   126,823,217  $ -  $ 126,823,217 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
 3,750,731   -   3,750,731 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   3,750,731 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   630,926,175 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  5,551,401    -    5,551,401 

 
Deferred tax assets admitted as the result of 
application of SSAP No. 101 total  $   136,125,349  $ -  $ 136,125,349 

 
     December 31, 2019 
     Ordinary  Capital  Total 

             
Federal income taxes paid in prior years recoverable 
through loss carrybacks 

 
$   90,610,040  $ -  $ 90,610,040 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
 2,653,906   -   2,653,906 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   2,653,906 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   598,510,343 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  5,412,854    -    5,412,854 

 
Deferred tax assets admitted as the result of 

application of SSAP No. 101 total  $   98,676,800  $ -  $ 98,676,800 
 
The ratio percentage used to determine recovery period and threshold limitation amount was as 
follows: 

     2020  2019 

          
Ratio percentage used to determine recovery period    

    
  and threshold limitation amount    390%   393% 
Amount of adjusted capital and surplus used to determine    

    
  recovery period and threshold limitation   $ 4,206,174,503  $ 3,990,068,953 

 
The Company’s tax planning strategies do not include the use of reinsurance. 
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The significant components of federal income taxes incurred for the years ended December 31, 2020 
and 2019 consisted of the following: 

     2020  2019 

          
Current year income tax provision  $ 404,289,613  $ 283,808,079 
Revisions in prior years’ estimated taxes    (5,413,981)     (3,785,230) 
Federal income tax expense excluding the tax on realized 

capital gains and before change in net deferred income 
taxes 

  
398,875,632 

 

 280,022,849 
Tax on realized capital gains   19,620,490  

 3,010,673 
Change in net deferred income taxes    (42,171,191)    (21,574,734) 

 Total statutory income taxes  $ 376,324,931   $ 261,458,788  
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs in the 
Company’s statements of admitted assets, liabilities and surplus at December 31, 2020 and 2019 were as 
follows: 

     2020  2019  Change 

             
DTAs resulting from book/tax 
differences in  

  
       

Ordinary            
 Discounting of unpaid losses  $ 51,347,974  $ 32,199,087  $ 19,148,887 
 Advance premiums  

 6,407,783   4,122,960   2,284,823 
 Policyholder reserves  

 234,972   186,900   48,072 
 Investments  

 -   -   - 
 Deferred acquisition costs  

 30,714,469   24,683,173   6,031,296 
 Policyholder dividends accrual  

 -   -   - 
 Fixed assets  

 -   -   - 
 Compensation and benefit accruals  

 22,884,214   21,648,132   1,236,082 
 Pension accruals  

 -   -   - 
 Receivables - nonadmitted  

 -   -   - 
 Net operating loss carryforwards  

 -   -   - 
 Tax credit carryforward  

 -   -   - 
 Other   3,060,058   2,092,226   967,832 
 Bad debts  

 -   2,582,190   (2,582,190) 
 Accrued litigation  

 1,646,820   1,562,913   83,907 
 CMS Rx reserves  

 23,812,375   20,303,218   3,509,157 
 CMS risk corridor – ACA   -   -   - 
 Medicare risk adjustment data  

 -   -   - 
 Miscellaneous reserves    1,459,228    732,177    727,051 
 Accrued lease   2,120,779   502,952   1,617,827 
 Section 197 intangibles   266,567   300,963   (34,396) 
 Premium rebates MER   8,603,109   -   8,603,109 
 Provider contracts   1,696,082   1,027,801   668,281 
 Premium acquisition expense   -   -   - 

  Gross ordinary DTAs  
 154,254,430   111,944,692   42,309,738 

Statutory valuation allowance adjustment  
 -   -   - 

Nonadmitted ordinary DTAs    (18,129,081)    (13,267,892)    (4,861,189) 

  Admitted ordinary DTAs  
 136,125,349   98,676,800   37,448,549 

Capital            
 Investments  

 31,678   214,010   (182,332) 
 Net capital loss carryforwards  

 -   -   - 
 Real estate  

 -   -   - 
 Other    -    -    - 

  Gross capital DTAs  
 31,678   214,010   (182,332) 

Statutory valuation allowance adjustment  
 (31,678)   (214,010)   182,332 

Nonadmitted capital DTAs    -    -    - 
  Admitted capital DTAs    -    -    - 

  Admitted DTAs  $ 136,125,349  $ 98,676,800  $ 37,448,549 
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    2020  2019  Change 

            
DTLs resulting from book/tax 
differences in 

  
       

Ordinary            
 Investments  $ -  $ -  $ - 
 Fixed assets  

 (3,160,279)   (3,042,623)   (117,656) 
 Deferred and uncollected premium  

 -   -   - 
 Policyholder reserves  

 -   -   - 
 Other  

 -   -   - 
 Premium acquisition expense    (72,486)    (78,410)    5,924 
 Bad debts   (408,785)   -   (408,785) 
 Reserve transition adjustment   (1,909,851)   (2,291,821)   381,970 

  Ordinary DTLs    (5,551,401)    (5,412,854)    (138,547) 
Capital            
 Investments  

 -   -   - 
 Real estate  

 -   -   - 
 Other     -    -    - 

  Capital DTLs    -    -    - 

  DTLs    (5,551,401)    (5,412,854)    (138,547) 

  
Net deferred tax 
assets/(liabilities) 

 
$ 130,573,948  $ 93,263,946  $ 37,310,002 

The Company considers all available sources of income in determination of the need for a statutory 
valuation allowance. There is no statutory valuation allowance on the ordinary portion of the DTA as 
the tax allocation agreement between the Company and Humana grants the Company the 
enforceable right to be paid for future losses it may incur. There is no ordinary DTA generated by the 
Company which Humana does not expect the consolidated tax filing group to benefit from.  A statutory 
valuation allowance has been set up for deferred taxes on future capital loss items, due to uncertainty 
regarding the timing of their reversal.   

The change in nonadmitted deferred tax assets from December 31, 2019 to 2020 was an increase 
of $4,861,189.  The change in nonadmitted deferred tax assets from December 31, 2018 to 2019 
was an increase of $2,943,725. 

The provision for federal income taxes incurred is different from that which would be obtained by 
applying the statutory federal income tax rate to income before income taxes due principally to the 
HCRL fee, dividends received deduction and nonadmitted assets and deferred tax true-ups in 2020.   

The Company had no net operating loss carryforwards at December 31, 2020 or 2019. 

The following table demonstrates the income tax expense for 2019 and 2020 that is available for 
recoupment in the event of future net losses: 

   Ordinary  Capital  Total 
2019 $ 278,394,098  $ 3,010,673  $ 281,404,771 
2020  404,289,613   19,620,490   423,910,103 

  $ 682,683,711  $ 22,631,163  $ 705,314,874 

There are no deposits admitted under IRC § 6603, Deposits Made to Suspend Running of Interest 
on Potential Underpayments. 
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The Company is included in the consolidated federal income tax return of Humana and its wholly 
owned subsidiaries.  Under a written agreement, Humana allocates its federal income tax liability 
among the subsidiaries of the consolidated return group (including the Company) based on the ratio 
that each subsidiary's separate return tax liability for the year bears to the sum of the separate return 
liabilities of all subsidiaries.  Benefits for net operating losses are recognized currently.  The final 
settlement under this agreement is made after the annual filing of the consolidated income tax return. 

As part of the consolidated income tax return of Humana, the Company has accrued no tax 
contingencies during 2020 or 2019.   

As of December 31, 2020, there were no positions for which management believes it is reasonably 
possible that the total amounts of tax contingencies will significantly increase or decrease within 
12 months of the reporting date.  Humana files income tax returns in U.S. federal jurisdiction and 
several state jurisdictions.  The U.S. Internal Revenue Service (IRS) has completed its examinations 
of Humana’s consolidated income tax returns for 2017 and prior years.  Humana’s 2018 and 2019 
tax returns are in the post-filing review period under the Compliance Assurance Process (CAP). 
Humana’s 2020 tax return is under advance review by the IRS under CAP.  Humana is not aware of 
any material adjustments that may be proposed as a result of any ongoing or future examinations. 

The names of the entities with whom the Company’s federal income tax return is consolidated for the 
current year include the following: 

 HUMANA INC. AND SUBSIDIARIES INCLUDED IN 2020 CONSOLIDATED FEDERAL INCOME TAX 
RETURN 

   
 CALENDAR YEAR ENDED DECEMBER 31, 2020 

 AFFILIATIONS SCHEDULE 

   
 CORPORATE NAME AND EMPLOYER IDENTIFICATION NUMBER 

 THE ADDRESS OF EACH COMPANY IS:   P. O. BOX 740026, LOUISVILLE, KY 40201    

   EMPLOYER 
 CORP.  IDENTIFICATION 

 NO. CORPORATION NAME NUMBER 
1 HUMANA INC.   61-0647538 
2 154TH STREET MEDICAL PLAZA, INC.   65-0851053 
3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-

OWNERS, INC.   
20-5309363 

4 54TH STREET MEDICAL PLAZA, INC.   65-0293220 
5 ARCADIAN HEALTH PLAN, INC.   20-1001348 
6 CAC MEDICAL CENTER HOLDINGS, INC.   30-0117876 
7 CAC-FLORIDA MEDICAL CENTERS, LLC  26-0010657 
8 CARENETWORK, INC.   39-1514846 
9 CAREPLUS HEALTH PLANS, INC.   59-2598550 

10 CARITEN HEALTH PLAN INC.   62-1579044 
11 CHA HMO, INC.   61-1279717 
12 COMPBENEFITS COMPANY  59-2531815 
13 COMPBENEFITS CORPORATION  04-3185995 
14 COMPBENEFITS DENTAL, INC.   36-3686002 
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15 COMPBENEFITS DIRECT, INC.   58-2228851 
16 COMPBENEFITS INSURANCE COMPANY  74-2552026 
17 COMPLEX CLINICAL MANAGEMENT, INC.   45-3713941 
18 CONTINUCARE CORPORATION  59-2716023 
19 CONTINUCARE MEDICAL MANAGEMENT, INC.   65-0791417 
20 CONVIVA HEALTH MANAGEMENT, LLC (f/k/a TRANSCEND 

POPULATION HEALTH MANAGEMENT, LLC)   
46-5329373 

21 CONVIVA HEALTH MSO OF TEXAS, INC. (f/k/a PRIMARY CARE 
HOLDINGS, INC.)   

46-1225873 

22 CONVIVA MEDICAL CENTER MANAGEMENT OF TEXAS, P.A. (f/k/a 
PARTNERS IN PRIMARY CARE, P.A.)   

47-1161014 

23 DENTAL CARE PLUS MANAGEMENT, CORP.   36-3512545 
24 DENTICARE, INC.   76-0039628 
25 EAGLE RX HOLDCO, INC.   47-1407967 
26 EAGLE RX, INC.   47-1416614 
27 EDGE HEALTH MSO, INC.   84-2214810 
28 EDGE HEALTH, P.C.   84-2752906 
29 EMPHESYS INSURANCE COMPANY  31-0935772 
30 EMPHESYS, INC.   61-1237697 
31 ENCLARA PHARMACIA, INC.   23-3068914 
32 FAMILY PHYSICIANS OF WINTER PARK, INC.   59-3164234 
33 FPG ACQUISITION CORP.   81-3802918 
34 FPG ACQUISITION HOLDINGS CORP.   81-3819187 
35 FPG HOLDING COMPANY, LLC  32-0505460 
36 GUIDANTRX, INC.   39-1789830 
37 HARRIS, ROTHENBERG INTERNATIONAL, INC.   27-1649291 
38 HEALTH VALUE MANAGEMENT, INC.   61-1223418 
39 HUMANA ACTIVE OUTLOOK, INC.   20-4835394 
40 HUMANA AT HOME (DALLAS), INC.   75-2739333 
41 HUMANA AT HOME (HOUSTON), INC.   76-0537878 
42 HUMANA AT HOME (SAN ANTONIO), INC.   01-0766084 
43 HUMANA AT HOME (TLC), INC.   75-2600512 
44 HUMANA AT HOME 1, INC.   65-0274594 
45 HUMANA AT HOME, INC.   13-4036798 
46 HUMANA BENEFIT PLAN OF ILLINOIS, INC.   37-1326199 
47 HUMANA BENEFIT PLAN OF SOUTH CAROLINA, INC.   84-3226630 
48 HUMANA BENEFIT PLAN OF TEXAS, INC.   75-2043865 
49 HUMANA DENTAL COMPANY  59-1843760 
50 HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES, 

INC.   
80-0072760 

51 HUMANA DIRECT CONTRACTING ENTITY, INC.   85-3099097 
52 HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.   46-4912173 
53 HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC.   58-2209549 
54 HUMANA GOVERNMENT BUSINESS, INC.   61-1241225 
55 HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.   72-1279235 
56 HUMANA HEALTH COMPANY OF NEW YORK, INC.   26-2800286 
57 HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.   61-1041514 
58 HUMANA HEALTH PLAN OF CALIFORNIA, INC.   26-3473328 
59 HUMANA HEALTH PLAN OF OHIO, INC.   31-1154200 
60 HUMANA HEALTH PLAN OF TEXAS, INC.   61-0994632 
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61 HUMANA HEALTH PLAN, INC.   61-1013183 
62 HUMANA HEALTHCARE RESEARCH, INC.   42-1575099 
63 HUMANA HOME ADVANTAGE (TX), P.A.   81-0789608 
64 HUMANA INNOVATION ENTERPRISES, INC.   61-1343791 
65 HUMANA INSURANCE COMPANY  39-1263473 
66 HUMANA INSURANCE COMPANY OF KENTUCKY  61-1311685 
67 HUMANA INSURANCE COMPANY OF NEW YORK  20-2888723 
68 HUMANA MARKETPOINT, INC.   61-1343508 
69 HUMANA MEDICAL PLAN OF MICHIGAN, INC.   27-3991410 
70 HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.   27-4460531 
71 HUMANA MEDICAL PLAN OF UTAH, INC.   20-8411422 
72 HUMANA MEDICAL PLAN, INC.   61-1103898 
73 HUMANA PHARMACY SOLUTIONS, INC.   45-2254346 
74 HUMANA PHARMACY, INC.   61-1316926 
75 HUMANA REAL ESTATE COMPANY   20-1724127 
76 HUMANA REGIONAL HEALTH PLAN, INC.   20-2036444 
77 HUMANA VETERANS HEALTHCARE SERVICES, INC.   20-8418853 
78 HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE 

CORPORATION  
39-1525003 

79 HUMANADENTAL INSURANCE COMPANY  39-0714280 
80 HUMANADENTAL, INC.   61-1364005 
81 HUMCO, INC.   61-1239538 
82 HUM-e-FL, INC.   61-1383567 
83 MANAGED CARE INDEMNITY, INC.   61-1232669 
84 MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS  27-4379634 
85 METCARE OF FLORIDA, INC.   65-0879131 
86 METROPOLITAN HEALTH NETWORKS, INC.   65-0635748 
87 PARTNERS IN INTEGRATED CARE, INC.   47-2905609 
88 PARTNERS IN PRIMARY CARE (GA), P.C.   83-2624178 
89 PARTNERS IN PRIMARY CARE (KS), P.A.   30-1236218 
90 PARTNERS IN PRIMARY CARE (KS), P.C.   85-0733589 
91 PARTNERS IN PRIMARY CARE (MO), P.C.   85-3676937 
92 PARTNERS IN PRIMARY CARE (NC), P.C.   82-1926920 
93 PARTNERS IN PRIMARY CARE (SC), P.C.   85-3577914 
94 PBM HOLDING COMPANY  61-1340806 
95 PBM PLUS MAIL SERVICE PHARMACY, LLC  20-2373204 
96 PHP COMPANIES, INC.   62-1552091 
97 PREFERRED HEALTH PARTNERSHIP, INC.   62-1250945 
98 PRIMARY CARE MANAGEMENT, INC.   85-0858631 
99 ROHC, LLC  75-2844854 

100 SENIORBRIDGE FAMILY COMPANIES (FL), INC.   65-1096853 
101 SENIORBRIDGE FAMILY COMPANIES (NY), INC.   36-4484443 
102 TEXAS DENTAL PLANS, INC.   74-2352809 
103 THE DENTAL CONCERN, INC.   52-1157181 
104 TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.   47-2770181 
105 TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.   47-2111323 
106 TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.   47-2750105 
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6. Benefits and Loss Adjustment Expenses Payable  

Activity in benefits and loss adjustment expenses payable for the years ended December 31, 2020 
and 2019 are summarized as follows: 

  2020  2019 

       
Balance at January 1, $ 2,440,353,699  $ 2,202,442,434 
Health care receivables  (875,408,931)   (885,945,143) 
Balance at January 1, net of health care receivables  1,564,944,768   1,316,497,291 
      
Benefits incurred and loss adjustment expenses related to      
 Current year  24,484,225,543   22,968,450,349 
 Prior year   (103,937,418)    (33,239,174) 

   24,380,288,125   22,935,211,175 
Benefits and loss adjustment expenses paid related to        
 Current year  22,105,141,890   21,417,748,471 
 Prior year   1,445,302,987   1,269,015,227 

   23,550,444,877   22,686,763,698 
       
Balance at December 31,  3,291,927,287   2,440,353,699 
Health care receivables  (897,139,271)   (875,408,931) 
Balance at December 31, net of health care receivables $ 2,394,788,016  $ 1,564,944,768 

 
Benefits and loss adjustment expenses payable, net of healthcare receivables, as of December 31, 
2019 were $1,564,944,768.  As of December 31, 2020, $1,445,302,987 has been paid for incurred 
claims and claim adjustment expenses attributable to insured events of prior years.  Reserves 
remaining for prior years are now $15,704,363 as a result of re-estimation of unpaid claims and claim 
adjustment expenses.  Therefore, there has been a $103,937,418 favorable prior-year development 
since December 31, 2019.  The decrease is generally the result of ongoing analysis of recent loss 
development trends.  Original estimates are increased or decreased as additional information 
becomes known regarding individual claims.  Included in this decrease, the Company experienced 
$80,469,233 of favorable prior year claim development on retrospectively rated policies.  However, 
the business to which it relates is subject to premium adjustments. 

7. Dividend Restrictions 

Dividends or returns of capital to shareholders are noncumulative and are paid as determined by the 
Board of Directors.  In accordance with the OCI statutes, the maximum amount of dividends or returns 
of capital to shareholders which can be paid by the Company without prior approval by the OCI is the 
lesser of 10% of total surplus or net gain from operations from the prior year.  All ordinary dividends 
are limited to available and accumulated surplus funds. Based on these restrictions, the Company 
could have paid a maximum dividend or return of capital to shareholders of approximately 
$412,900,000 in 2020 without prior regulatory approval. 

Dividends or returns of capital to shareholders paid by the Company are listed below.  These 
dividends or returns of capital to shareholders are included as dividends or returns of capital paid 
from unassigned surplus in the accompanying statements of changes in surplus depending on the 
Company’s position each year, in accordance with state regulations.  Extraordinary amounts have 
been approved by the OCI. 
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   Dividend or Return of Capital 
Amount  

Date Paid    Ordinary  Extraordinary  
Dividend $ 300,000,000 $ -  April 7, 2020 
Dividend  -  650,000,000  December 21, 2020 

 Total paid in 2020 $ 300,000,000 $ 650,000,000   
        

Dividend $ - $ 575,000,000  April 30, 2019 
Dividend  -  100,000,000  December 19, 2018 

 Total paid in 2019 $ - $ 675,000,000   

8. Risk Based Capital Requirements 

The Company is required to report an assessment of its solvency based upon the NAIC’s Managed 
Care Organizations RBC analysis formulas.  This RBC requirement, referred to as ACL, is the 
minimum level of capital deemed necessary for a health insurer based on the assets held and 
business written.  The state of Wisconsin has passed legislation to adopt RBC. The Company’s Total 
Adjusted Capital must be equal to or above its ACL RBC of $1,079,681,341 or the Company, under 
the discretion of the Commissioner of the OCI, could be placed under regulatory control.   

In addition, the Company must comply with the regulations of the state of Wisconsin which require a 
minimum capital and surplus level of $3,879,748,974 or the Company could be subject to regulatory 
action.  The Company maintained capital and surplus of $4,375,363,823 and $4,129,404,995 as of 
December 31, 2020 and 2019, respectively. 

9. Related Party Transactions 

The Company has a written management agreement with Humana and other related parties whereby 
the Company is provided with medical and executive management, information systems, claims 
processing, billing and enrollment, and telemarketing and other services as required by the Company.  
These fees are allocated to benefits incurred and loss adjustment expenses and selling, general and 
administrative expenses based on the nature of the services performed.  Management fee expenses 
related to services which are shared with other related parties are allocated to the Company using a 
method that approximates an amount as if the expense had been incurred solely by the Company.   

As a part of this agreement, Humana makes cash disbursements on behalf of the Company which 
include, but are not limited to, general and administrative expenses and payroll.  

A wholly owned insurance subsidiary of Humana insures certain professional liability risks for the 
Company. Included in selling, general and administrative expenses are charges for such coverage 
of $2,099,339 and $3,158,543 for the years ended December 31, 2020 and 2019, respectively. 

Employees of the Company participate in stock based compensation plans that are sponsored by 
Humana for which the Company has no legal obligation.  The costs associated with these plans are 
being allocated to the Company based on detailed cost examination and interview processes.  As of 
December 31, 2020 and 2019 total allocated expenses associated with these plans were 
$32,774,049 and $25,328,381, respectively, and are included in the management fee noted below. 

Transactions under management agreements and service contracts charged to operations for the 
years ended December 31, 2020 and 2019 were $(666,086,637) and $(497,630,601), respectively, 
which are recorded as a charge to benefits incurred and loss adjustment expenses and selling, 
general and administrative expenses in the accompanying statutory statements of revenue and 
expenses.  These amounts are net of fees received for services provided to wholly owned 
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subsidiaries of Humana whereby the Company provides claims processing, billing and enrollment 
and other services as required by the subsidiaries. These amounts are allocated to the affiliates using 
a method that approximates an amount as if the expense had been incurred solely by the affiliates. 
These transactions include the expense incurred under the inter-company tax sharing agreement, 
discussed in Note 5, which were $433,700,804 and $298,325,325 for the years ended December 31, 
2020 and 2019, respectively. These amounts are net of fees received for services provided to wholly 
owned subsidiaries of Humana whereby the Company provides claims processing, billing and 
enrollment and other services as required by the subsidiaries. These amounts are allocated to the 
affiliates using a method that approximates an amount as if the expense had been incurred solely by 
the affiliates. The Company continues to be primarily liable for any outstanding payments made on 
behalf of the Company should Humana not be able to fulfill its obligations. 

The Company reported $183,694,631 and $192,687,773 due from Humana at December 31, 2020 
and 2019, respectively, all of which was settled between the Company and Humana subsequent to 
both year ends. 

In the ordinary course of business, the Company also directly contracts with related parties to provide 
services that are routine in nature to its members. The administrative services, access fees, and cost 
of care services provided are determined within each individual agreement. These amounts are 
included in benefits incurred and loss adjustment expenses as well as selling, general and 
administrative expenses in the statutory statements of revenue and expenses.  

The following table identifies the amount for the administrative services, access fees, and cost of care 
services provided by related parties for the years ended December 31, 2020 and 2019, which meet 
the disclosure requirements pursuant to SSAP No. 25, Affiliate and Other Related Parties (SSAP No. 
25): 

   2020  2019 
SeniorBridge and Humana At Home $ 132,608,792 $ 164,357,710 

Total $ 132,608,792 $ 164,357,710 

In addition to the related parties above, the Company also has a contracted relationship with Humana 
Pharmacy Solutions, Inc. (HPS).  HPS is responsible for designing pharmacy benefits, including 
defining member co-share responsibilities, determining formulary listings, contracting with retail 
pharmacies, confirming member eligibility, reviewing drug utilization, and processing claims for 
Humana entities.  HPS has various contracts with pharmacy manufacturers to provide the Company 
with purchase discounts and volume rebates on certain prescription drugs utilized by its members. 
The Company has an agreement with HPS to collect pharmacy rebates on its behalf and remit them 
to the Company on a monthly basis. Any pharmacy rebates not yet received by but due from the 
pharmacy manufacturers are included in health care and other receivables in the statements of 
admitted assets, liabilities and surplus.  See Note 2(m) for further consideration of related pharmacy 
rebates. The Company had $16,940,564,801 and $16,437,891,312 of administrative service and 
prescription costs in 2020 and 2019, respectively, with HPS. The prescription costs included in fees 
paid to HPS are gross of the pharmacy rebates that the Company receives and also includes 
payments for Medicare Part D claims that CMS reimburses the Company for through the Coverage 
Gap, Low Income and Reinsurance subsidies, discussed in Note 2(k).  

Included in the payments to HPS are also costs incurred from Humana Pharmacy, Inc. Humana 
Pharmacy, Inc. provides covered members with prescription services through use of the mail order 
as well as brick and mortar locations.  These services are limited to maintenance medication 
prescription drug and allied services and supplies normally provided to the general public in the 
ordinary course of pharmacy business.  The Company had $3,828,375,734 and $3,745,299,190 of 
prescription costs in 2020 and 2019, respectively, with Humana Pharmacy, Inc. 
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The Company has an intercompany reinsurance agreement with its subsidiary HICK.  Under the 
terms of the contract, the Company cedes business including all of it group life, specified disease, 
disability income, and accident insurance business.  For the years ended December 31, 2020 and 
2019 there were $48,245,098 and $50,534,711 premiums ceded, respectively, related to this 
agreement. 

The Company entered into a mortgage agreement with Humana on property held by the Company 
effective February 1, 1999, for $8,550,000 plus accrued interest.  The note bears interest only at the 
rate of 6.65%.  The principal and accrued interest amounts were originally due and payable to the 
Company on January 31, 2009, however, the due date was extended to January 31, 2022.  The 
Company carries this note at book value of $8,550,000. 

The Company received no capital contributions in the years ended December 31, 2020 or 2019.    

Humana forgave $19,984,786 of the Company’s tax liability due to Humana as part of the Company’s 
tax sharing agreement during 2019.  The portion of the tax balance being forgiven is associated with 
an issue that was previously subject to IRS Appeals.  The forgiveness was accounted for as 
contributed surplus per SSAP No. 72 Surplus and Quasi-Reorganizations (SSAP No. 72). 

10. Employee Benefit Plans 

The Company’s employees are eligible to participate in the Humana Retirement Savings Plan (the 
Plan), a defined contribution plan, sponsored by Humana.  The Plan maintains two accounts, the 
Savings Account and the Retirement Account.  Humana’s total contributions paid to the Plan were 
$233,856,665 and $219,268,247 for the years ended December 31, 2020 and 2019, respectively.  Of 
these contributions, the Company contributed $123,082,595 and $110,527,415 during 2020 and 
2019, respectively, which are included in selling, general and administrative expenses in the 
accompanying statements of revenue and expenses.  As of December 31, 2020 and 2019, the fair 
market value of the Humana Retirement Savings Plan’s assets were $6,280,051,531 and 
$5,344,599,370, respectively. 

11. Lease Commitments 

The Company has entered into operating leases for medical and administrative office space and 
equipment with lease terms ranging from one to six years.  Operating lease rental payments charged 
to expenses for the years ended December 31, 2020 and 2019 were $21,685,077 and $40,170,122, 
respectively, which are included in selling, general and administrative expenses in the accompanying 
statements of revenue and expenses.   

In 2020 and 2019 the Company terminated lease agreements early resulting in the recognition of a 
liability included within accounts payable and accrued expenses within the accompanying statements 
of admitted assets, liabilities and surplus.  The following table includes the leases terminated and the 
related liability remaining at December 31, 2020 and 2019: 

 2020  2019 
Tempe Commerce Center $ 170,098 $ 359,844 
Irvine CA KMG Office  48,522  - 
 Total liability $ 218,620 $ 359,844 
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Future minimum rental payments required under operating leases as of December 31, 2020, which 
have initial or remaining noncancelable lease terms in excess of one year, were as follows: 

Years Ended December 31,  
2021 $ 22,105,613 
2022  18,807,609 
2023  10,401,301 
2024  5,700,696 
2025  4,998,834 
Thereafter  12,714,834 
 Total minimum lease payments $ 74,728,887 

12. Contingencies and Concentrations of Risk 

a. CMS Contracts:  The Company’s MA and Medicare Part D contracts (the Contracts) with CMS 
are renewed generally for a calendar year term unless CMS notifies the Company of its decision 
not to renew by May 1 of the calendar year in which the contract would end, or the Company 
notifies CMS of its decision not to renew by the first Monday in June of the calendar year in which 
the contract would end.  Earned premiums relating to the Contracts were $26,181,957,434 and 
$23,670,125,040 for the years ended December 31, 2020 and 2019, respectively.  The loss of 
the Contracts (which are generally renewed annually) or significant changes in the Medicare 
program as a result of legislative or regulatory action, including reductions in premium payments, 
or increases in member benefits or changes to member eligibility criteria without corresponding 
increases in premium payments, may have a material adverse effect on the Company’s statutory 
statements of admitted assets, liabilities and surplus, and related statutory statements of revenue 
and expenses, changes in surplus and cash flows.  All material contracts between the Company 
and CMS relating to its Medicare products have been renewed for 2021, and all product offerings 
filed with CMS for 2021 have been approved.   

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members.  The risk-adjustment model, which CMS implemented pursuant to 
the BBA and BIPA, generally, pays more where a plan’s membership has higher expected costs.  
Under this model, rates paid to MA plans are based on actuarially determined bids, which include 
a process whereby prospective payments are based on the Company’s estimated cost of 
providing standard Medicare-covered benefits to an enrollee with a “national average risk profile.”  
That baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership.  Under the risk-adjustment methodology, all MA plans must collect from providers 
and submit the necessary diagnosis code information to CMS within prescribed deadlines.  The 
CMS risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium 
payment to MA plans, which CMS adjusts for coding pattern differences between the health plans 
and the government fee-for-service program.  The Company generally relies on providers, 
including certain providers in its network who are employees of affiliates of the Company, to code 
their claim submissions with appropriate diagnoses, which the Company sends to CMS as the 
basis for the Company’s payment received from CMS under the actuarial risk-adjustment model.  
The Company also relies on these providers to document appropriately all medical data, including 
the diagnosis data submitted with claims. In addition, the Company conducts medical record 
reviews as part of its data and payment accuracy compliance efforts, to more accurately reflect 
diagnosis conditions under the risk adjustment model.  These compliance efforts include the 
internal contract level audits described in more detail below as well as ordinary course reviews 
of the Company’s internal business processes. 
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CMS is phasing-in the process of calculating risk scores using diagnoses data from the RAPS to 
diagnoses data from the EDS. The RAPS process requires MA plans to apply a filter logic based 
on CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions 
through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the 
risk adjustment filtering logic to determine the risk scores. For 2020, 50% of the risk score was 
calculated from claims data submitted through EDS. CMS increased that percentage to 75% for 
2021 and will complete the phased-in transition from RAPS to EDS by using only EDS data to 
calculate risk scores in 2022. The phase-in from RAPS to EDS could result in different risk scores 
from each dataset as a result of plan processing issues, CMS processing issues, or filtering logic 
differences between RAPS and EDS, and could have a material adverse effect on the Company’s 
results of statutory statements of revenue and expenses, changes in surplus or cash flows.   

CMS and the Office of the Inspector General of Health and Human Services (HHS-OIG) are 
continuing to perform audits of various companies’ selected MA contracts related to this risk 
adjustment diagnosis data.  These audits are referred to herein as Risk-Adjustment Data 
Validation (RADV) audits.  RADV audits review medical records in an attempt to validate provider 
medical record documentation and coding practices which influence the calculation of premium 
payments to MA plans.  

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C 
Medicare Advantage RADV Contract-Level Audits.”  The payment error calculation methodology 
provided that, in calculating the economic impact of audit results for an MA contract, if any, the 
results of the RADV audit sample would be extrapolated to the entire MA contract after a 
comparison of the audit results to a similar audit of the government’s traditional fee-for-service 
Medicare program, or Medicare FFS.  The Company refers to the process of accounting for errors 
in FFS claims as the FFS Adjuster.  This comparison of RADV audit results to the FFS error rate 
is necessary to determine the economic impact, if any, of RADV audit results because the 
government used the Medicare FFS program data set, including any attendant errors that are 
present in that data set, to estimate the costs of various health status conditions and to set the 
resulting adjustments to MA plans’ payment rates in order to establish actuarial equivalence in 
payment rates as required under the Medicare statute.  CMS already makes other adjustments 
to payment rates based on a comparison of coding pattern differences between MA plans and 
Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus 
the Medicare FFS program dataset). 

The final RADV extrapolation methodology, including the first application of extrapolated audit 
results to determine audit settlements, is expected to be applied to CMS RADV contract level 
audits conducted for contract year 2011 and subsequent years. CMS is currently conducting 
RADV contract level audits for certain of the Company’s Medicare Advantage plans for payment 
years 2015 and 2014.  CMS completed its RADV contract level audit of the 2012 payment year, 
but has not yet provided the results.  

Estimated audit settlements are recorded as a reduction of earned premiums in the statutory 
statements of revenue and expenses, based upon available information. The Company performs 
internal contract level audits based on the RADV audit methodology prescribed by CMS. To date, 
the Company has completed these audits for payment years 2011-2016. Included in these 
internal contract level audits is an audit of the Company’s Private Fee-For-Service business 
which the Company used to represent a proxy of the FFS Adjuster which has not yet been 
finalized.  The Company based its accrual of estimated audit settlements for each contract year 
on the results of these internal contract level audits and update its estimates as each audit is 
completed. Estimates derived from these results were not material to the Company’s statutory 
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statements of admitted assets, liabilities and surplus, and related statutory statements of revenue 
and expenses, changes in surplus, and cash flows.  The Company reports the results of these 
internal contract level audits to CMS, including identified overpayments, if any.   

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which are 
referred to as the “Proposed Rule”) related to, among other things, the RADV audit methodology 
described above. If implemented, the Proposed Rule would use extrapolation in RADV audits 
applicable to payment year 2011 contract-level audits and all subsequent audits, without the 
application of a FFS Adjuster to audit findings. Humana believes that the Proposed Rule fails to 
address adequately the statutory requirement of actuarial equivalence, and has provided 
substantive comments to CMS on the Proposed Rule as part of the notice-and-comment 
rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any 
related regulatory, industry or company reactions, could have a material adverse effect on the 
Company’s statutory statements of admitted assets, liabilities and surplus, and related statutory 
statements of revenue and expenses, changes in surplus and cash flows. 

In addition, as part of the Company’s internal compliance efforts, it routinely performs ordinary 
course reviews of its internal business processes related to, among other things, its risk coding 
and data submissions in connection with the risk-adjustment model.  These reviews may also 
result in the identification of errors and the submission of corrections to CMS, that may, either 
individually or in the aggregate, be material.  As such, the results of these reviews may have a 
material adverse effect on the Company results of statutory statements of revenue and expenses, 
changes in surplus or cash flows. 

Humana believes that, CMS's statements and policies regarding the requirement to report and 
return identified overpayments received by MA plans are inconsistent with CMS's 2012 RADV 
audit methodology, and the Medicare statute's requirements. These statements and policies, 
such as certain statements contained in the preamble to CMS’s final rule release regarding MA 
and Part D prescription drug benefit program regulations for Contract Year 2015 (referred to as 
the "Overpayment Rule"), and the Proposed Rule, appear to equate each MA risk adjustment 
data error with an “overpayment” without addressing the principles underlying the FFS Adjuster 
referenced above.  On September 7, 2018, the Federal District Court for the District of Columbia 
vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, including the 
requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary and 
capricious in departing from CMS's RADV methodology without adequate explanation (among 
other reasons). CMS has appealed the decision to the Circuit Court of Appeals. 

The Company will continue to work with CMS to ensure that MA plans are paid accurately and 
that payment model principles are in accordance with the requirements of the Social Security 
Act, which, if not implemented correctly could have a material adverse effect on the Company’s 
statutory statements of admitted assets, liabilities and surplus, and related statutory statements 
of revenue and expenses, changes in surplus and cash flows. 

The achievement of star ratings of 4-star or higher qualifies MA plans for premium bonuses. The 
Company’s MA plans' operating results may be significantly affected by their star ratings. Despite 
the Company’s operational efforts to improve its star ratings, there can be no assurances that it 
will be successful in maintaining or improving its star ratings in future years. In addition, audits of 
the Company’s performance for past or future periods may result in downgrades to its star ratings. 
Accordingly, the Company’s plans may not be eligible for full level quality bonuses, which could 
adversely affect the benefits such plans can offer, reduce membership and/or reduce profit 
margins. 
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b. COVID-19: The emergence and spread of the novel coronavirus, or COVID-19, has impacted the 
Company’s business. Beginning in the second half of March 2020, the implementation of stay-
at-home and physical distancing orders and other restrictions on movement and economic 
activity resulted in the temporary deferral of non-essential care and significant reduction in 
hospital admissions and overall healthcare system utilization during April 2020.  Non-COVID 
utilization then began to increase during May and June 2020 and continued to rebound 
throughout the third quarter and early in the fourth quarter of 2020. Then, in the latter half of 
November and accelerating throughout the month of December, the Company experienced a 
significant increase in COVID-19 admissions in nearly all of the markets in which it operates 
across the Company’s lines of business resulting in higher COVID-19 treatment and testing costs.  
During this period, the Company also experienced a corresponding decline in non-COVID 
utilization in all service categories.  The impact of this decline in non-COVID utilization more than 
offset the higher COVID-19 treatment and testing costs during the period.  The Company’s 2020 
results were also impacted by ongoing pandemic relief efforts. 

c. Legal Proceedings: During the ordinary course of business, the Company is subject to pending 
and threatened legal actions.  Management of the Company does not believe any of these actions 
will have a material adverse effect on the Company’s statements of admitted assets, liabilities 
and surplus, or on the related statutory statements of revenue and expenses, changes in surplus 
and cash flows. The outcome of current or future litigation or governmental or internal 
investigations cannot be accurately predicted nor can the Company predict any resulting 
judgments, penalties, fines or other sanctions that may be imposed at the discretion of federal or 
state regulatory authorities or as a result of actions by third parties.  Nevertheless, it is reasonably 
possible that any such outcome of litigation, judgments, penalties, fines or other sanctions could 
be substantial, and the outcome of these matters may have a material adverse effect on statutory 
statements of revenue and expenses, changes in surplus and cash flows, and may also affect 
the Company’s reputation. 

As previously disclosed, the Civil Division of the United States Department of Justice had 
provided Humana's legal counsel with an information request concerning Humana’s Medicare 
Part C risk adjustment practices.  The request relates to Humana's oversight and submission of 
risk adjustment data generated by providers in its MA network, as well as to its business and 
compliance practices related to risk adjustment data generated by its providers and by Humana, 
including medical record reviews conducted as part of its data and payment accuracy compliance 
efforts, the use of health and well-being assessments, and fraud detection efforts. Humana 
believes that this request for information is in connection with a wider review of Medicare Risk 
Adjustment generally that includes a number of MA plans, providers and vendors.  Humana 
continues to cooperate with the Department of Justice.  These matters are expected to result in 
additional qui tam litigation. 

As previously disclosed, on January 19, 2016, an individual filed a qui tam suit captioned United 
States of America ex rel. Steven Scott v. Humana, Inc., in United States District Court, Central 
District of California, Western Division. The complaint alleges certain civil violations by Humana 
in connection with the actuarial equivalence of the plan benefits under Humana’s Basic PDP plan, 
a prescription drug plan offered by it under Medicare Part D. The action seeks damages and 
penalties on behalf of the United States under the False Claims Act. The court ordered the qui 
tam action unsealed on September 13, 2017, so that the relator could proceed, following notice 
from the U.S. Government that it was not intervening at that time. On January 29, 2018, the suit 
was transferred to the United States District Court, Western District of Kentucky, Louisville 
Division. Humana takes seriously its obligations to comply with applicable CMS requirements 
and actuarial standards of practice, and continue to vigorously defend against these allegations 
since the transfer to the Western District of Kentucky. Humana has substantially completed 
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discovery with the relator who has pursued the matter on behalf of the United States following its 
unsealing, and expects the Court to consider its motion for summary judgment. 

d. Economic Risks: General inflationary pressures may affect the costs of medical and other care, 
increasing the costs of claims expenses submitted to the Company.  

e. Securities & Credit Markets Risks:  Ongoing volatility or disruption in the securities and credit 
markets could impact the Company’s investment portfolio.  The Company evaluates investment 
securities for impairment on a quarterly basis.  This review is subjective and requires a high 
degree of judgment.  There is a continuing risk that declines in fair value may occur and material 
realized losses from sales or credit related impairments may be recorded in future periods. 

f. Penn Treaty:  Penn Treaty is a financially distressed unaffiliated long-term care insurance 
company. On March 1, 2017, the Pennsylvania Commonwealth Court approved the liquidation 
of Penn Treaty. Under state guaranty assessment laws, including those related to state 
cooperative failures in the industry, the Company may be assessed (up to prescribed limits) for 
certain obligations to the policyholders and claimants of insolvent insurance companies that write 
the same line or lines of business as the Company. This court ruling triggered a guaranty fund 
assessment for the Company in the first quarter of 2017. Based on current information, the 
assessment is estimated at approximately $26,032,041 with a remaining unpaid balance as of 
December 31, 2020 of $8,132,296 included in accounts payable and accrued expenses in the 
accompanying statements of admitted assets, liabilities and surplus. The Company has also 
recognized an asset for premium tax credits associated with the assessment at December 31, 
2020 and 2019 of $10,174,786 and $12,463,679, respectively, which are expected to be realized 
over the next 20 years. While the ultimate payment timing and associated recovery is currently 
unknown, the Company anticipates that the majority of the assessments will be paid within the 
next 5 years.  

 The below table reconciles the asset for premium tax credits associated with the assessment at 
December 31, 2019 to those reported at December 31, 2020. 

a.) Assets recognized from paid and accrued 
premium tax offsets and policy surcharges 
prior year-end $ 12,463,679 

b.)  Decreases current year:     
Credits Used  2,203,030 
Misc. Adjustments  85,863 

c.)  Increases current year:    - 
d.) Assets recognized from paid and accrued 

premium tax offsets and policy surcharges 
current year-end $ 10,174,786 

Discount rate applied:   3.50% 

The Undiscounted and Discounted Amount of the Guaranty Fund assessments and Related 
Assets by Insolvency: 

Name of the 
Insolvency  

Guaranty Fund Assessment  Related Assets 
 Undiscounted  Discounted  Undiscounted  Discounted 

Penn Treaty $ 36,965,498 $ 26,032,041 $ 28,063,537 $ 10,174,786 
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Number of Jurisdictions, Ranges of Years Used to Discount and Weighted Average Number of 
Years of the Discounting Time Period for Payables and Recoverables by Insolvency: 

Name of the 
Insolvency  

Payables Recoverables 

Number of 
Jurisdictions 

Range of 
Years 

Weighted 
Average 

Number of 
Years 

Number of 
Jurisdictions 

Range of 
Years 

Weighted 
Average 
Number 
of Years 

 Penn Treaty  50 states  
1 to 70 
years 11.96 years  39 states 

1 to 20 
years 8.1 years  

13. Uninsured Plans 

Information for the year ended December 31, 2020 regarding the profitability of ASO plans and the 
uninsured portion of partially insured plans for which the Company provides administrative services 
were as follows: 

  

ASO Uninsured Plans  

Uninsured 
Portion of 

Partially Insured 
Plans  Total 

Net reimbursement for administrative 
expenses (including administrative fees) 
in excess of actual expenses $ (1,827,815)  $ (7,967,010)  $ (9,794,825) 

Total net other income or expenses 
(including interest paid to or received 
from plans)   (1,342)    (5,848)    (7,190) 

 Net gain or (loss) from operations $ (1,829,157)  $ (7,972,858)  $ (9,802,015) 
 Total claim payment volume  103,403,274   450,710,146   554,113,420 

As of December 31, 2020, the Company has recorded a receivable from CMS of $1,119,108,271 
related to the cost share and reinsurance components of administered Medicare products and a 
receivable from ASO customers of $10,178,350. The Company has recorded receivables from the 
following payors whose account balance are greater than 10% of the Company’s accounts receivable 
from uninsured accident and health plans or $10,000: 

 2020 
Maricopa Community College $ 1,103,885 
Excela Health 623,523 

 
 2019 
Advocate Health Care APP  $ 2,653,200 
Excela Health 1,125,444 
Maricopa Community College 1,116,047 
Baptist Health Floyd 921,229 
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Schedule of Assets and Liabilities 
Investment Risk Interrogatories 

Of the Humana Insurance Company   
Insurance Company Address (City, State, Zip Code) P.O. Box 740036   Louisville, Kentucky 40201-7436  

NAIC Group Code   0119  NAIC Company Code   73288  Employer’s ID Number 39-1263473  
The Investment Risks Interrogatories are to be filed by April 1.  They are also to be included with the Audited 
Statutory Financial Statements. 

Answer the following interrogatories by stating the applicable U.S. dollar amounts and percentages of the 
reporting entity’s total admitted assets held in that category of investments. 

1. Reporting entity’s total admitted assets as reported on Page 3 of the statement of admitted assets, 
liabilities and surplus. $9,393,515,033. 

2. Ten largest exposures to a single issuer/borrower/investment. 

 1 2 3 4 

 Issuer 
Description of 

Exposure Amount 

Percentage of 
Total Admitted 

Assets 
2.01 Federal National Mortgage Association  MBS $  631,040,752  6.72% 
2.02 Freddie Mac  MBS CMO   320,988,597  3.42% 

2.03 Apple Inc.  

Bonds 
Commercial 

Paper   104,986,428  1.12% 
2.04 Federal Home Loan Banks  Bonds   95,996,944  1.02% 
2.05 Citigroup Inc.  Bonds   51,735,812  0.55% 
2.06 Bank of America Corporation  Bonds   49,957,539  0.53% 
2.07 Wells Fargo & Company  Bonds   46,867,597  0.50% 
2.08 Cd 2017-Cd3  MBS   46,654,855  0.50% 

2.09 
Dormitory Authority of the State of New 
York  MBS   45,179,560  0.48% 

2.10 Morgan Stanley  Bonds   45,154,392  0.48% 
 

3. Amounts and percentages of the reporting entity’s total admitted assets held in bonds and preferred 
stocks by NAIC rating. 

  

 Bonds 
 

1 2  
Preferred 

Stocks 
 

3 4 
3.01 NAIC-1 $ 3,883,313,100 41.34% 3.07 P/RP-1 $ - 0.00% 
3.02 NAIC-2  944,329,099 10.05% 3.08 P/RP-2  - 0.00% 
3.03 NAIC-3  163,788,850 1.74% 3.09 P/RP-3  - 0.00% 
3.04 NAIC-4  19,412,165 0.21% 3.10 P/RP-4  - 0.00% 
3.05 NAIC-5  - 0.00% 3.11 P/RP-5  - 0.00% 
3.06 NAIC-6  222,629 0.00% 3.12 P/RP-6  - 0.00% 
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4. Assets held in foreign investments: 

4.01 
Are assets held in foreign investments less than 2.5% of 
the reporting entity's total admitted assets? 

 
Yes  [     ] No   [  X  ] 

4.02 Total admitted assets held in foreign investments. $ 308,962,094 3.29% 
4.03 Foreign-currency-denominated investments.  - 0.00% 

4.04 
Insurance liabilities denominated in that same foreign 
currency 

 
- 0.00% 

       

 
If response, to 4.01 above is yes, responses are not 
required for interrogatories 5 -10.  

 
5. Aggregate foreign investment exposure categorized by NAIC sovereign rating: 

       1 2 
5.01 Countries rated NAIC - 1 $ 308,962,094 3.29% 
5.02 Countries rated NAIC - 2  - 0.00% 
5.03 Countries rated NAIC - 3 or below  - 0.00% 

 
6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC 

sovereign rating: 

       1 2 
 Countries rated NAIC - 1:    

6.01 Country: Cayman Islands $ 229,061,673 2.44% 
6.02 Country: Switzerland  20,570,000 0.22% 

         
 Countries rated NAIC - 2    

6.03 Country:  $ - 0.00% 
6.04 Country:   - 0.00% 

         
 Countries rated NAIC - 3 or below    

6.05 Country:  $ - 0.00% 
6.06 Country:   - 0.00% 

 
7. Aggregate unhedged foreign currency exposure:   

    

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating: 

 
  

 1 2 
$ - 0.00% 

       1 2 
8.01 Countries rated NAIC - 1 $ - 0.00% 
8.02 Countries rated NAIC - 2  - 0.00% 
8.03 Countries rated NAIC - 3 or below  - 0.00% 
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9. NAIC sovereign rating: 
 

       1 2 
 Countries rated NAIC - 1:    
9.01 Country:  $ - 0.00% 
9.02 Country:   - 0.00% 

         
 Countries rated NAIC - 2    

9.03 Country:  $ - 0.00% 
9.04 Country:   - 0.00% 

         
 Countries rated NAIC - 3 or below    

9.05 Country:  $ - 0.00% 
9.06 Country:   - 0.00% 

 
10. List the 10 largest nonsovereign (i.e. nongovernmental) foreign issues: 

 1 2 3 4 
 Issuer NAIC Rating   

10.01 
Park Avenue Institutional Advisers CLO 
Ltd 2017-1 1FE $ 18,850,000 0.20% 

10.02 Credit Suisse Group AG 2FE  15,840,000 0.17% 
10.03 CBAM 2017-1 Ltd. 1FE  14,768,160 0.16% 

10.04 
Carlyle Global Market Strategies CLO 
2014-3-R Ltd 1FE  14,016,402 0.15% 

10.05 
Neuberger Berman Loan Advisers Clo 
26 Ltd. 1FE  13,753,211 0.15% 

10.06 Mitsubishi UFJ Financial Group Inc. 1FE  13,534,626 0.14% 
10.07 Tiaa Clo III Ltd 1FE  12,880,000 0.14% 
10.08 Palmer Square CLO 2018-2 Ltd 1FE  12,674,438 0.13% 
10.09 Carlyle US CLO 2017-4 Ltd 1FE  12,500,000 0.13% 
10.10 ANZ New Zealand (Int'l) Limited 1FE  11,016,583 0.12% 
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11. Amounts and percentage of the reporting entity’s total admitted assets held in Canadian investments 
and unhedged Canadian currency exposure: 

11.01 
Are assets held in Canadian investments less than 
2.5% of the reporting entity's total admitted assets? Yes   [  X  ] No  [     ] 

        

 
If response to 11.01 above is yes, responses are not 
required for the remainder of interrogatory 11.   

        
11.02 Total admitted assets held in Canadian Investments $ - 0.00% 
11.03 Canadian-currency-denominated investments - 0.00% 
11.04 Canadian-denominated insurance liabilities - 0.00% 
11.05 Unhedged Canadian currency exposure - 0.00% 

 

12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 
investments with contractual sales restrictions. 

12.01 

Are assets held in investments with contractual sales 
restrictions less than 2.5 % of the reporting entity's 
total admitted assets? Yes   [  X  ] No  [     ] 

         

 
If response to 12.01 above is yes, responses are not 
required for the remainder of interrogatory 12. 

 
 

         
 1  2 3 

12.02 
Aggregate statement value of investments with 
contractual  

 
  

 sales restrictions $ - 0.00% 

         

 
Largest 3 investments with contractual sales 
restrictions 

 
  

12.03   - 0.00% 
12.04   - 0.00% 
12.05   - 0.00% 
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13. Amounts and percentage of admitted assets held in the largest 10 equity interests: 

13.01 
Are assets held in equity interests less than 2.5% of 
the reporting entity's total admitted assets? Yes   [  X  ] No  [     ] 

         

 
If response to 13.01 above is yes, responses are not 
required for the remainder of interrogatory 13.  

       
 1  2 3 
 Name of Issuer    
13.02 - $ - 0.00% 
13.03 -  - 0.00% 
13.04 -  - 0.00% 
13.05 -  - 0.00% 
13.06 -  - 0.00% 
13.07 -  - 0.00% 
13.08 -  - 0.00% 
13.09 -  - 0.00% 
13.10 -  - 0.00% 
13.11 -  - 0.00% 

 

14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately 
placed equities: 

14.01 

 Are assets held in nonaffiliated, privately placed 
equities less than 2.5% of the reporting entity's total 
admitted assets? Yes   [  X  ] No  [     ] 

          

 
 If response to 14.01 above is yes, responses are not 

required for 14.02 through 14.05. 
 

 
          
  1  2 3 

14.02 
 Aggregate statement value of investments held in 

nonaffiliated, privately placed equities $ - 0.00% 
          

 
 Largest 3 investments held in nonaffiliated, privately 

placed equities: 
 

  
14.03    - 0.00% 
14.04    - 0.00% 
14.05    - 0.00% 
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  Ten largest fund managers:    
 
 
 
 
 
 
 

1 
 

2 3 4 

 Fund Manager 
 Total 

Invested  Diversified  Nondiversified 

14.06 

JPMorgan Trust II - JPMorgan 
U.S. Treasury Plus Money 
Market Fund $ 255,138,934 $ 255,138,934 $ - 

14.07 
First American Funds Inc. - 
Treasury Obligations Fund 

 
188,666,582  188,666,582  - 

14.08 JP Morgan  170,013,151  170,013,151  - 

14.09 
Fidelity Colchester Street Trust - 
Treasury Portfolio 

 
136,052  136,052  - 

14.10 
BlackRock Liquidity Funds - 
Treasury Trust Fund 

 
77,778  77,778  - 

14.11 

Wells Fargo Funds Trust - 
Treasury Plus Money Market 
Fund 

 

55,009  55,009  - 

14.12 
BlackRock Liquidity Funds - T-
Fund 

 
26,882  26,882  - 

14.13   -  -  - 
14.14   -  -  - 
14.15   -  -  - 

 
15. Amounts and percentage of the reporting entity’s total admitted assets held in general partnership 

interests: 

15.01 

 Are assets held in general partnership interests less 
than 2.5% of the reporting entity's total admitted 
assets? Yes   [  X  ] No  [     ] 

      

 
If response to 15.01 above is yes, responses are not 
required for the remainder of interrogatory 15.  

      
 1  2 3 

15.02 
Aggregate statement value of investments held in 
general partnership interests $ - 0.00% 

      

 
Largest 3 investments held in general partnership 
interests: 

 
  

15.03   - 0.00% 
15.04   - 0.00% 
15.05   - 0.00% 
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16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans: 

16.01 
Are mortgage loans reported on Schedule B less than 
2.5% of the reporting entity's total admitted assets? Yes   [  X  ] No  [     ] 

    

 

If response to 16.01 above is yes, responses are not 
required for the remainder of interrogatory 16 and 
interrogatory 17.  

    
 1  2 3 
 Type (Residential, Commercial, Agricultural)    
16.02  $ - 0.00% 
16.03   - 0.00% 
16.04   - 0.00% 
16.05   - 0.00% 
16.06   - 0.00% 
16.07   - 0.00% 
16.08   - 0.00% 
16.09   - 0.00% 
16.10   - 0.00% 
16.11   - 0.00% 

    
 Amounts and percentages of the reporting entity's 

total admitted assets held in the following categories 
of mortgage loans:  

    
   Loans 

   1 2 
16.12 Construction loans $ - 0.00% 
16.13 Mortgage loans over 90 days past due  - 0.00% 
16.14 Mortgage loans in the process of foreclosure  - 0.00% 
16.15 Mortgage loans foreclosed  - 0.00% 
16.16 Restructured mortgage loans  - 0.00% 
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17. Aggregate mortgage loans having the following loan-to-value ratios as determined from the most 
current appraisal as of the annual statement date: 

 Loan-to-Value  Residential  Commercial  Agricultural 

  
 1 2  3 4  5 6 

17.01 above 95% $ - 0.00% $ - 0.00% $ - 0.00% 

17.02 91% to 95%  - 0.00%  - 0.00%  - 0.00% 

17.03 81% to 90%  - 0.00%  - 0.00%  - 0.00% 

17.04 71% to 80%  - 0.00%  - 0.00%  - 0.00% 

17.05 below 70%  - 0.00%  - 0.00%  - 0.00% 
 

18. Amounts and percentage of the reporting entity’s total admitted assets held in each of the five largest 
investments in real estate: 

18.01 

Are assets held in real estate reported in Schedule A 
less than 2.5% of the reporting entity's total admitted 
assets? Yes   [  X  ] No  [     ] 

         
 Largest five investments in any one parcel or group of contiguous parcels of real estate. 

 Description    
 1  2 3 
18.02  $ - 0.00% 
18.03   - 0.00% 
18.04   - 0.00% 
18.05   - 0.00% 
18.06   - 0.00% 
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19. Report aggregate amounts and percentage of the reporting entity’s total admitted assets held in 
investments held in mezzanine real-estate loans. 

19.01 

Are assets held in real estate reported in mezzanine 
real-estate loans less than 2.5% of the reporting 
entity's total admitted assets? 

 

Yes   [  X  ] No  [     ] 

    

 
If response 19.01 above is yes, responses are not 
required for the remainder of interrogatory 19. 

 
 

     

19.02 
Aggregate statement value of investments held in 
mezzanine real-estate loans: 

 
 

    2 3 
   $ - 0.00% 

      

 
Largest three investments in any one parcel or group 
of contiguous parcels of real estate. 

 
 

      
 Description    
 1  2 3 
19.03 - $ - 0.00% 
19.04 -  - 0.00% 
19.05 0  - 0.00% 

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types 
of agreements: 

    At Year-end   At End of Each Quarter 

             

        1st Qtr  
2nd 
Qtr  3rd Qtr 

    1 2   3  4  5 
20.01 Securities Lending agreements $ - 0.00%  $ - $ - $ - 

20.02 Repurchase agreements  - 0.00%   -  -  - 

20.03 
Reverse repurchase 
agreements  - 0.00%   -  -  - 

20.04 Dollar repurchase agreements  - 0.00%   -  -  - 

20.05 
Dollar reverse repurchase 
agreements  - 0.00%   -  -  - 
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21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to 
other financial instruments, options, caps, and floors:  

    Owned   Written 
        1st Qtr 2nd Qtr 
    1 2   3 4 
21.01 Hedging $ - 0.00%  $ - 0.00% 
21.02 Income Generation  - 0.00%   - 0.00% 
21.03 Other  - 0.00%   - 0.00% 

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
collars, swaps, and forwards: 

    At Year-end   At End of Each Quarter 
             

   
 

  
  1st 

Qtr 
 

2nd Qtr 
 3rd 

Qtr 
    1 2   3  4  5 
22.01 Hedging $ - 0.00%  $ - $ - $ - 
22.02 Income Generation  - 0.00%   -  -  - 
22.03 Replications  - 0.00%   -  -  - 
22.04 Other  - 0.00%   -  -  - 

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
futures contracts: 

    At Year-end   At End of Each Quarter 

             

   
 

  
  

1st Qtr 
 

2nd Qtr 
 3rd 

Qtr 
    1 2   3  4  5 
23.01 Hedging $ - 0.00%  $ - $ - $ - 
23.02 Income Generation  - 0.00%   -  -  - 
23.03 Replications  - 0.00%   -  -  - 
23.04 Other  - 0.00%   -  -  - 
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Summary Investment Schedule  Gross Investment Holdings   
Admitted Assets as Reported in 

the Annual Statement 

  1  2   1  2 

  Amount  Percentage   Amount  Percentage 

1. Long-Term Bonds          
 1.01 U.S. governments $ 86,450,865  1.36%  $ 86,450,865  1.36% 
 1.02 All other governments  -  0.00%   -  0.00% 

 1.03 U.S. states, territories and possessions, etc. guaranteed  40,724,739  0.64%   40,724,739  0.64% 

 1.04 
U.S. political subdivisions of states, territories, and 

possessions, guaranteed  60,193,948  0.95%   60,193,948  0.95% 

 1.05 
U.S. special revenue and special assessment obligations, 

etc. non-guaranteed  1,426,364,809  22.49%   1,426,364,809  22.49% 
 1.06 Industrial and miscellaneous  2,493,333,034  39.30%   2,493,333,034  39.30% 

 1.07 Hybrid securities  -  0.00%   -  0.00% 
 1.08 Parent, subsidiaries and affiliates  -  0.00%   -  0.00% 

 1.09 SVO identified funds  -  0.00%   -  0.00% 
 1.10 Unaffiliated Bank loans  -  0.00%   -  0.00% 
 1.11 Total long-term bonds  4,107,067,395  64.74%   4,107,067,395  64.74% 
2. Preferred stocks             
 2.01 Industrial and miscellaneous (Unaffiliated)  -  0.00%   -  0.00% 
 2.02 Parent, subsidiaries and affiliates  -  0.00%   -  0.00% 
 2.03 Total preferred stocks  -  0.00%   -  0.00% 

3. Common stocks             
 3.01 Industrial and miscellaneous Publicly traded (Unaffiliated)  -  0.00%   -  0.00% 
 3.02 Industrial and miscellaneous Other (Unaffiliated)  -  0.00%   -  0.00% 
 3.03 Parent, subsidiaries and affiliates Publicly traded  -  0.00%   -  0.00% 
 3.04 Parent, subsidiaries and affiliates Other  742,129,787  11.70%   742,129,787  11.70% 
 3.05 Mutual funds  -  0.00%   -  0.00% 
 3.06 Unit investment trusts  -  0.00%   -  0.00% 
 3.07 Closed-end funds  -  0.00%   -  0.00% 
 3.08 Total common stocks  742,129,787  11.70%   742,129,787  11.70% 

4. Mortgage loans          
 4.01 Farm mortgages  -  0.00%   -  0.00% 
 4.02 Residential mortgages  -  0.00%   -  0.00% 
 4.03 Commercial mortgages  8,550,000  0.13%   8,550,000  0.13% 
 4.04 Mezzanine real estate loans  -  0.00%   -  0.00% 
 4.05 Total valuation allowance  -  0.00%   -  0.00% 
 4.06 Total mortgage loans  8,550,000  0.13%   8,550,000  0.13% 
5. Real estate          
 5.01 Properties occupied by company  10,899,516  0.17%   10,899,516  0.17% 

 5.02 Properties held for production of income  -  0.00%   -  0.00% 

 5.03 Properties held for sale  -  0.00%   -  0.00% 

 5.04 Total real estate  10,899,516  0.17%   10,899,516  0.17% 
6. Cash, cash equivalents and short-term investments          
 6.01 Cash   126,828,448  2.00%   126,828,448  2.00% 
 6.02 Cash equivalents   1,180,710,045  18.61%   1,180,710,045  18.61% 
 6.03 Short-term investments   167,389,639  2.64%   167,389,639  2.64% 
 6.04 Total cash, cash equivalents and short-term investments  1,474,928,132  23.25%   1,474,928,132  23.25% 
7. Contract loans  -  0.00%   -  0.00% 
8. Derivatives  -  0.00%   -  0.00% 
9. Other invested assets  -  0.00%   -  0.00% 

10. Receivables for securities  35,000  0.00%   35,000  0.00% 

11. Securities Lending  -  0.00%   -  0.00% 
12. Other invested assets  -  0.00%   -  0.00% 

 13. Total invested assets $ 6,343,609,830  100.00%  $ 6,343,609,830  100.00% 
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PricewaterhouseCoopers LLP,  500 West Main Street, Suite 1800, Louisville, KY  40202-4264 
T: 502 589 6100; F: 502 585 7875, www.pwc.com/us 
 

Report of Independent Auditors 

 
To the Board of Directors of Humana Insurance Company 
 
We have audited the accompanying statutory financial statements of Humana Insurance Company, 
which comprise the statutory statements of admitted assets, liabilities and surplus as of December 
31, 2019 and 2018, and the related statutory statements of revenue and expenses and changes in 
surplus, and of cash flows for the years then ended.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the accounting practices prescribed or permitted by the Insurance Department of 
the State of Wisconsin. Management is also responsible for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on the financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on our judgment, including 
the assessment of the risks of material misstatement of the financial statements, whether due to 
fraud or error. In making those risk assessments, we consider internal control relevant to the 
Company's preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Company's internal control.  Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
As described in Note 2 to the financial statements, the financial statements are prepared by the 
Company on the basis of the accounting practices prescribed or permitted by the Insurance 
Department of the State of Wisconsin, which is a basis of accounting other than accounting 
principles generally accepted in the United States of America. 
   
The effects on the financial statements of the variances between the statutory basis of accounting 
described in Note 2 and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, are presumed to be material.  
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Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion 
on U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to 
above do not present fairly, in accordance with accounting principles generally accepted in the 
United States of America, the financial position of the Company as of December 31, 2019 and 2018, 
or the results of its operations or its cash flows for the years then ended. 
 
Opinion on Statutory Basis of Accounting 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
admitted assets, liabilities and surplus of the Company as of December 31, 2019 and 2018, and the 
results of its operations and its cash flows for the years then ended, in accordance with the 
accounting practices prescribed or permitted by the Insurance Department of the State of 
Wisconsin described in Note 2. 
 
Other Matter 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements taken as 
a whole. The supplemental investment risk interrogatories and summary investment schedule 
(collectively, the “supplemental schedules”) of the Company, as of December 31, 2019 and for the 
year then ended, are presented to comply with the National Association of Insurance 
Commissioners’ Annual Statement Instructions and Accounting Practices and Procedures Manual 
and for purposes of additional analysis and is not a required part of the financial statements. The 
information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the financial statements. The information 
has been subjected to the auditing procedures applied in the audit of the financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the financial statements or to the financial 
statements themselves and other additional procedures, in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the information is fairly stated, 
in all material respects, in relation to the financial statements taken as a whole. 
 

 
Louisville, Kentucky 
April 30, 2020 
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  Statements of Admitted Assets, Liabilities and Surplus  2019  2018 
Admitted Assets       
Cash and invested assets       
 Bonds  $ 3,576,873,323  $ 3,547,216,138 
 Investment in subsidiaries   675,991,500   804,849,178 
 Mortgage notes receivable from Humana Inc.   8,550,000   8,550,000 
 Real estate occupied by the Company   12,321,647   13,576,713 
 Receivable for securities   10,000   - 
 Short-term investments   629,939,908   217,858,209 
  Total invested assets   4,903,686,378   4,592,050,238 
 Cash and cash equivalents    941,154,625   701,459,562 
  Total cash and invested assets   5,844,841,003   5,293,509,800 
Premiums receivable   418,268,039   604,232,186 
Investment income due and accrued   26,684,338   30,920,611 
Amounts receivable relating to uninsured plans   494,935,759   151,386,173 
Reinsurance receivable   6,174,460   23,210,968 
Health care and other receivables   867,606,543   934,936,898 
Current federal income tax recoverable   -   1,767,208 
Net deferred tax assets   93,263,946   74,632,937 
Electronic data processing equipment and software,  less 

accumulated depreciation of $46,614,589 and $38,975,797 
in 2019 and 2018, respectively 

  
46,072,096   54,206,496 

Receivable from Humana Inc.   192,687,773   64,578,016 
  Total admitted assets  $ 7,990,533,957  $ 7,233,381,293 
       
Liabilities       
Benefits and loss adjustment expenses payable  $ 2,440,353,699  $ 2,202,442,434 
Aggregate health policy reserves   391,164,583   298,437,261 
Aggregate health claim reserves   740,000   2,533,000 
Advance premiums   100,273,263   112,415,528 
Accounts payable and accrued expenses   911,059,382   883,501,355 
Funds held under reinsurance treaties   6,866,237   13,378,835 
Current federal income tax payable   10,671,798   - 
  Total liabilities   3,861,128,962   3,512,708,413 
       
Surplus       
Common stock, $8 par value; 15,000,000 shares authorized; 

1,104,167 shares issued and outstanding  
  

8,833,336   8,833,336 
Gain on Reinsurance   -   1,106,711 
Special surplus - projected HCRL fee assessment   510,143,497   - 
Paid-in surplus   2,105,092,362   2,085,107,576 
Unassigned surplus    1,505,335,800   1,625,625,257 
  Total surplus    4,129,404,995   3,720,672,880 
  Total liabilities and surplus  $ 7,990,533,957  $ 7,233,381,293 
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  Statements of Revenue and Expenses 2019  2018 
        
Earned premiums, net of reinsurance $ 26,445,947,450  $ 24,820,038,571 
      
Expenses       Benefits incurred and loss adjustment expenses  22,935,211,175   21,088,174,398 
 Selling, general and administrative expenses  2,420,160,393   2,717,236,520 
 Changes in aggregate health policy reserves  (2,834,924)   994,315 
  Total expenses   25,352,536,644   23,806,405,233 
  Net underwriting gain  1,093,410,806   1,013,633,338 
      
Net investment income  361,424,418   375,241,539 
Net realized capital gains on investments (net of capital gains tax 

of $3,010,673 and $1,989,160, respectively) 
 

11,325,866   7,483,029 
Net other expense  (1,474,837)   (2,132,160) 
  Income before federal income tax expense  1,464,686,253   1,394,225,746 
      
Federal income tax expense  280,022,849   254,188,788 
  Net income $ 1,184,663,404  $ 1,140,036,958 
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Statements of Changes in Surplus 
 Common Stock      Unassigned 

Surplus 
   

 Shares  Amount  Special Surplus  Paid-in Surplus   Total 
Balances at January 1, 2018 1,104,167  $ 8,833,336  $ 474,068,972  $ 2,086,790,088 

 
$ 1,614,820,944  $ 4,184,513,340 

Net income -     -    -    -  
 

 1,140,036,958   1,140,036,958 
HCRL fee moratorium -    -    (474,068,972)   -  

 
 474,068,972   - 

Gain on reinsurance -    -   1,106,711   - 
 

 -   1,106,711 
Change in net unrealized capital loss, less 
capital gains tax of $0 -    -    -    - 

 

 (171,565,548)   (171,565,548) 
Change in net deferred income taxes -    -    -    - 

 
 (50,745,131)   (50,745,131) 

Change in nonadmitted assets -    -    -    - 
 

 (55,990,938)   (55,990,938) 
Other -    -    -    (1,682,512) 

 
 -    (1,682,512) 

Dividends or return of capital paid -    -   -   - 
 

 (1,325,000,000)   (1,325,000,000) 
Balances at December 31, 2018 1,104,167   8,833,336   1,106,711   2,085,107,576   1,625,625,257   3,720,672,880 
Net income -     -    -    -  

 
 1,184,663,404   1,184,663,404 

Projected HCRL fee assessment -    -    510,143,497   -  
 

 (510,143,497)   - 
Amortization of gain on reinsurance -   -   (1,106,711)   - 

 
 -   (1,106,711) 

Change in net unrealized capital loss, less 
capital gains tax of $0 -    -    -    - 

 

 (121,585,946)   (121,585,946) 
Change in net deferred income taxes -    -    -    -  

 
 21,574,734   21,574,734 

Change in nonadmitted assets -    -    -    -  
 

 (19,798,152)   (19,798,152) 
Forgiveness of payable from Humana Inc. -    -    -    19,984,786 

 
 -    19,984,786 

Dividends or return of capital paid -    -   -   - 
 

 (675,000,000)   (675,000,000) 
Balances at December 31, 2019 1,104,167  $ 8,833,336  $ 510,143,497  $ 2,105,092,362 

 
$ 1,505,335,800  $ 4,129,404,995 

 
 
 
 
 
 
 
 
 
 
 
  
 

Attachment 2.5.5.1-5 HIC 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
7 of 60

Exempt from Business Proposal 
and Total Page Limits

281(E)



Humana Insurance Company 
Statements of Cash Flows 
Statutory Basis of Accounting 
December 31, 2019 and 2018 

The accompanying notes are an integral part of these statutory basis financial statements. 

6 
 

Statements of Cash Flows 

 
  2019  2018 
Cash flows from operations          
Premiums collected, net of reinsurance $ 26,701,434,846  $ 24,565,587,944 
Net investment income received   189,060,289    253,484,760 
Benefits paid   (21,713,676,858)    (20,163,726,464) 
Selling, general and administrative expenses paid   (3,658,909,389)    (4,050,218,668) 
Federal income taxes paid   (252,371,627)    (333,698,015) 
  Net cash from operations   1,265,537,261    271,429,557 

Cash flows from investments          
Proceeds from investments sold or matured   1,760,563,141    1,097,977,605 
Cost of investments acquired   (1,590,766,585)    (1,949,262,605) 
  Net cash from (used for) investments   169,796,556    (851,285,000) 

Cash flows from financing and miscellaneous sources          
Dividends or returns of capital paid   (675,000,000)    (1,325,000,000) 
Other cash (applied) provided   (108,557,055)    117,953,282 
  Net cash used for financing and miscellaneous sources   (783,557,055)    (1,207,046,718) 

  
Net change in cash, cash equivalents and short-term 

investments   651,776,762    (1,786,902,161) 

Cash, cash equivalents and short-term investments          
Beginning of year   919,317,771    2,706,219,932 
End of year  $ 1,571,094,533  $ 919,317,771 
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Notes to Financial Statements 

1. Reporting Entity 

Humana Insurance Company (the Company), a wholly owned subsidiary of CareNetwork Inc., a 
wholly owned subsidiary of Humana Inc. (Humana), is a life, accident, and health insurance company 
domiciled in the state of Wisconsin and is authorized to sell life, accident and health products therein 
and in 49 states including the District of Columbia.  The Company is subject to regulation by the 
federal government, the Wisconsin Office of the Commissioner of Insurance (the OCI) and the 
insurance departments of the states in which it is licensed.  State regulations require the Company 
to maintain certain minimum amounts of surplus as discussed in Note 8, and limit the payment of 
dividends or returns of capital to shareholders as discussed in Note 7. 

The Company offers coordinated health and pharmacy insurance coverage and related services 
through a variety of plans for government-sponsored programs and employer groups.  Under the 
Company’s federal government contracts with the Centers for Medicare and Medicaid Services 
(CMS), the Company provides health and pharmacy insurance coverage to Medicare eligible 
members, as further discussed in Note 12(a). 

The operating results of companies in the insurance industry have historically been subject to 
significant fluctuations due to competition, economic conditions, interest rates, investment 
performance, maintenance of insurance ratings, renewal of contracts and other factors. 

2. Summary of Significant Accounting Policies 

The preparation of the Company’s financial statements and accompanying notes requires 
management to make estimates and assumptions that affect the amounts reported in the financial 
statements and accompanying notes. These estimates are based on knowledge of current events 
and anticipated future events, and accordingly, actual results may ultimately materially differ from 
those estimates. 

The more significant accounting policies of the Company are as follows: 

a. Basis of Presentation:  The statutory financial statements and accompanying notes are 
prepared in conformity with accounting practices prescribed or permitted by the OCI, which vary 
in some respects from accounting principles generally accepted in the United States of America 
(GAAP).  The principle differences include: 

i. Certain assets designated as nonadmitted assets as described in Note 2(t), are excluded 
from the statements of admitted assets, liabilities and surplus by direct charges to 
unassigned surplus, whereas under GAAP, such amounts would be reported as assets; 

ii. Bonds and short-term investments are generally carried at amortized cost, whereas under 
GAAP, such investments would be carried at fair value with related unrealized gains and 
losses, net of deferred taxes, being reported as a component of equity; 

iii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP, 
overdraft balances would be classified as liabilities; 

iv. Deferred taxes are provided for only the federal income tax consequences of temporary 
differences, whereas under GAAP, such deferred taxes would be provided for both the 
federal and state income tax consequences of such temporary differences; 
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v. The amount of admitted deferred tax assets is limited, whereas under GAAP, deferred tax 
assets would be recorded to the extent they will more likely than not be realized.  In addition, 
the change in deferred tax assets and liabilities is recorded directly to unassigned surplus, 
whereas under GAAP, the change in deferred tax assets and liabilities is recorded as a 
component of the income tax provision within the income statement; 

vi. Policy acquisition costs are charged to operations as incurred, whereas under GAAP, to the 
extent recoverable from future policy revenues, they would be deferred and amortized over 
the terms of the related policies; 

vii. Policy and contract liabilities are reported net of reinsurance ceded amounts and any gains 
from reinsurance transactions are included as a component of surplus, whereas under 
GAAP, assets and liabilities related to reinsurance ceded contracts are reported on a gross 
basis and reinsurance transaction gains are reported as a liability; 

viii. Investments in subsidiaries are carried at their underlying statutory equity value with changes 
in value being recorded directly to surplus, whereas under GAAP, these subsidiaries would 
be consolidated; 

ix. Administrative service fees received from customers on an uninsured basis are deducted 
from general administrative expenses, whereas under GAAP, these administrative fees are 
reported as revenue within the income statement; 

x. Comprehensive income disclosures required by GAAP are omitted; and 

xi. The statutory basis statements of cash flow reconcile cash, cash equivalents, and short-term 
investments with maturity dates of one year or less at the time of acquisition.  Under GAAP, 
the statement of cash flow reconciles the corresponding captions of cash and cash 
equivalents with maturities of three months or less.  In addition, there are classification 
differences within the presentation of the cash flow categories between GAAP and statutory 
reporting and a reconciliation of net earnings to net cash provided by operations is not 
provided. 

xii. Under the statutory basis of accounting, rent expense is recorded when incurred with no 
related assets or liability balances, whereas under GAAP lessees are required to record 
assets and liabilities reflecting the leased assets and lease obligations, respectively, while 
following the dual model for recognition in statements of income. 

The OCI adopted the National Association of Insurance Commissioners (NAIC) Accounting 
Practices and Procedures Manual - Effective January 1, 2001 (Codification) and Statements of 
Statutory Accounting Principles (SSAP), incorporated thereafter. The OCI has adopted the 
Codification as a component of its prescribed or permitted practices.  The Commissioner of 
Insurance has the right to permit other specific practices that deviate from prescribed practices.  
No deviations from the Codification currently exist.  

b. Health Care Reform: The Patient Protection and Affordable Care Act and The Health Care and 
Education Reconciliation Act of 2010, which the Company collectively refers to as the Health 
Care Reform Law (HCRL) enacted significant reforms to various aspects of the U.S. health 
insurance industry. Certain significant provisions of the HCRL include, among others, mandated 
coverage requirements, mandated benefits and guarantee issuance associated with commercial 
medical insurance, rebates to policyholders based on minimum benefit ratios, adjustments to 
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Medicare Advantage (MA) premiums, the establishment of federally facilitated or state-based 
exchanges coupled with programs designed to spread risk among insurers, and the introduction 
of plan designs based on set actuarial values.   In addition, the HCRL established insurance 
industry assessments, including an annual health insurance industry fee. The annual health 
insurance industry fee was suspended in 2019, but will resume for calendar year 2020, not be 
deductible for income tax purposes, and significantly increase the Company’s effective tax rate. 
The annual health insurance industry fee levied on the insurance industry was $14.3 billion in 
2018.  Under current law, the health industry fee will be permanently repealed beginning in 
calendar year 2021. 

It is reasonably possible that the HCRL and related regulations, as well as other current or future 
legislative, judicial or regulatory changes, including restrictions on Humana’s ability to manage 
its provider network or otherwise operate its business, or restrictions on profitability, including 
reviews by regulatory bodies that may compare its MA profitability to its non-MA business 
profitability, or compare the profitability of various products within its MA business, and require 
that they remain within certain ranges of each other, increases in member benefits or changes 
to member eligibility criteria without corresponding increases in premium payments, or increases 
in regulation of Humana’s prescription drug benefit businesses, in the aggregate may have a 
material adverse effect on Humana’s results of operations, (including restricting premiums, 
enrollment and premium growth in certain products and market segments, restricting Humana’s 
ability to expand into new markets, increasing its medical and operating costs, further lowering 
its Medicare payment rates and increasing its expenses associated with assessments); its 
financial position; and its cash flows.   

Additionally, potential legislative changes or judicial determinations, including activities to repeal 
or replace the HCRL or declare all or certain portions of the HCRL unconstitutional, creates 
uncertainty for the Company’s business and the Company cannot predict when or in what form, 
such legislative changes or judicial determination may occur. 

c. Cash, Cash Equivalents and Short-Term Investments: The Company carries cash 
equivalents at cost, which approximates fair value.  Cash equivalents are highly liquid financial 
instruments with an original maturity of three months or less. 

Short-term investments are valued and classified in accordance with methods prescribed by the 
NAIC’s Securities Valuation Office (SVO).  Short-term investments include investments with an 
NAIC designated rating of 1 and a maturity of twelve months or less from the date of purchase.  
Short-term investments are recorded at amortized cost.  The carrying value of short-term 
investments approximates fair value due to the short-term maturities of the investments. 

Under the Company’s cash management system, checks issued but not presented to banks 
frequently result in overdraft balances for accounting purposes, and, if applicable, are included 
in cash and cash equivalents on the statements of admitted assets, liabilities and surplus. 

d. Investments: Bonds, including loan-backed and structured securities, with an NAIC designated 
rating of 1 or 2 are carried at amortized cost, with all other bonds being recorded at the lower of 
amortized cost or fair value. 

Amortization of bond premium or discount is computed using the scientific interest method. 

The Company regularly evaluates the investment securities for impairment. For all securities 
other than loan-backed and structured securities, the determination of whether the impairment is 

Attachment 2.5.5.1-5 HIC 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
11 of 60

Exempt from Business Proposal 
and Total Page Limits

285(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2019 and 2018 

10 
           

considered other-than-temporary is dependent upon whether a decline in the fair value of the 
investment is noninterest related or interest related.  The Company considers noninterest related 
factors such as the length of time and extent to which the fair value has been less than cost, 
adverse conditions specifically related to the industry, geographic area or financial condition of 
the issuer or underlying collateral of a security, payment structure of the security, changes in 
credit rating of the security by the rating agencies, the volatility of the fair value changes, changes 
in fair value of the security after the balance sheet date, and the intent and ability of the Company 
to retain its investment in the issuer for a period of time sufficient to allow for any anticipated 
recovery in fair value.  An interest-related impairment is deemed other-than-temporary when the 
Company has the intent to sell, at the date of the statutory financial statements, an investment 
before recovery of cost of the investment.  The Company also considers whether its cash or 
surplus requirements and contractual or regulatory obligations dictate that the investment may 
need to be sold before forecasted recovery occurs.  If and when a determination is made that a 
decline in fair value below the carrying value is other-than-temporary, a realized loss is recorded 
to the extent that the fair value of the investment is below its carrying value.  

For loan-backed and structured securities where the securities’ fair value is less than the 
amortized cost, and either (1) the insurer has the intent to sell the security, or (2) the insurer does 
not have the intent and ability to retain the security until recovery of its fair value, the Company 
recognizes an impairment in earnings equal to the difference between the security’s fair value 
and its carrying value.  For securities for which the Company does not expect to recover its 
amortized cost basis but has the intent and ability to hold the security until maturity, the insurer 
will recognize in earnings a realized loss only for the “noninterest” related decline. The Company 
evaluates the expected cash flows to be received as compared to amortized cost and determines 
if a “noninterest” related decline has occurred. In the event of a “noninterest” related decline, only 
the amount of the impairment associated with the “noninterest” related decline is recognized 
currently in income.  No loss is recognized for the interest impairment.  The Company considers 
factors such as the length of time and extent to which the fair value has been less than cost, 
adverse conditions specifically related to the industry, geographic area or financial condition of 
the issuer or underlying collateral of a security, payment structure of the security,   changes in 
credit rating of the security by the rating agencies, the volatility of the fair value changes, changes 
in fair value of the security after the balance sheet date, and cash or surplus requirements and 
contractual or regulatory obligations in determining whether or not it expects to recover the 
amortized cost of the security.  If the determination is made, based on these factors, that the 
Company does expect to recover the entire amortized cost of the security, an other-than-
temporary impairment has not occurred. Prepayment assumptions for loan-backed and 
structured securities were obtained from industry market sources.   

The Company does not have any investments in an other-than-temporary impairment position at 
December 31, 2019 or December 31, 2018. 

Income from investments is recorded on an accrual basis.  For the purpose of determining 
realized gains and losses, the cost of securities sold is based upon specific identification.  
Investment income due and accrued over 90 days past due is nonadmitted with the exception of 
mortgage loans in default. No portion of the investment income due and accrued was 
nonadmitted at December 31, 2019 or 2018. 

For other restricted assets reported in aggregate, the pledged amounts with the OCI and other 
state departments of insurance were $11,038,109 and $11,003,049, which is 0.14% and 0.15% 
of gross assets and 0.14% and 0.15% of net admitted assets, at December 31, 2019 and 2018, 
respectively. 
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e. Fair Value: In accordance with SSAP No. 100, Fair Value Measurements (SSAP No. 100), fair 
value is defined as the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date.  The Company’s 
financial assets carried at fair value have been classified based upon the hierarchy defined in 
SSAP No. 100.  The three tiered hierarchy is defined as follows: 

Level 1 Quoted prices in active markets for identical assets or liabilities. Level 1 assets and 
liabilities include securities that are traded in an active exchange market.  

Level 2 Observable inputs other than Level 1 prices such as quoted prices in active 
markets for similar assets or liabilities, quoted prices for identical or similar assets 
or liabilities in markets that are not active, or other inputs that are observable or 
can be corroborated by observable market data for substantially the full term of the 
assets and liabilities. Level 2 assets and liabilities include debt securities with 
quoted prices that are traded less frequently than exchange-traded instruments as 
well as debt securities whose value is determined using a pricing model with inputs 
that are observable in the market or can be derived principally from or corroborated 
by observable market data. 

Level 3 Unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets or liabilities.  Level 3 includes assets and 
liabilities whose value is determined using pricing models, discounted cash flow 
methodologies, or similar techniques reflecting the Company’s own assumptions 
about the assumptions market participants would use as well as those requiring 
significant management judgment. 

Fair value of actively traded debt securities are based on quoted market prices.  Fair value of 
other debt securities are based on quoted market prices of identical or similar securities or based 
on observable inputs like interest rates generally using a market valuation approach, or, less 
frequently, an income valuation approach and are generally classified as Level 2.  The Company 
obtains at least one price for each security from a third party pricing service.  These prices are 
generally derived from recently reported trades for identical or similar securities, including 
adjustments through the reporting date based upon observable market information.  When 
quoted prices are not available, the third party pricing service may use quoted market prices of 
comparable securities or discounted cash flow analysis, incorporating inputs that are currently 
observable in the markets for similar securities.  Inputs that are often used in the valuation 
methodologies include benchmark yields, reported trades, credit spreads, broker quotes, default 
rates and prepayment speeds.  The Company is responsible for the determination of fair value 
and as such, the Company performs an analysis on the prices received from the third party pricing 
service to determine whether the prices are reasonable estimates of fair value.  The Company’s 
analysis includes a review of monthly price fluctuations as well as a quarterly comparison of the 
prices received from the pricing service to prices reported by the Company’s third party 
investment adviser.  In addition, on a quarterly basis, the Company examines the underlying 
inputs and assumptions for a sample of individual securities across asset classes, credit rating 
levels, and various durations.  Based on the Company’s internal price verification procedures and 
review of fair value methodology documentation provided by the third party pricing service, there 
were no material adjustments to the prices obtained from the third party pricing service during 
the years ended December 31, 2019 or 2018. 
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The fair value of financial assets carried at fair value at December 31, 2019 and 2018 were as 
follows: 

    Fair Value Measurements at December 31, 2019 
   Quoted         
   Prices in  Other       
   Active  Observable  Unobservable    
   Markets  Inputs  Inputs    
  (Level 1)  (Level 2)  (Level 3)  Fair Value 

                     
Assets           
Residential mortgage-backed  -   294,400   -   294,400 
Corporate debt securities  -   15,036,478   -   15,036,478 

  Total invested assets $ -  $ 15,330,878  $ -  $ 15,330,878 
 

    Fair Value Measurements at December 31, 2018 
   Quoted         
   Prices in  Other       
   Active  Observable  Unobservable    
   Markets  Inputs  Inputs    
  (Level 1)  (Level 2)  (Level 3)  Fair Value 

                     
Assets           
Residential mortgage-backed  -   347,662   -   347,662 
Corporate debt securities  -   136,046,067   -   136,046,067 

  Total invested assets $ -  $ 136,393,729  $ -  $ 136,393,729 

The carrying values and estimated fair values of the Company’s financial instruments at 
December 31, 2019 and 2018 were as follows: 
 

  December 31, 2019 

  
Aggregate Fair 

Value Admitted Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 5,163,221,729 $ 5,089,908,964 $ 883,095,733 $ 4,280,125,996 $ - $ - 

Mortgage loans  8,550,000  8,550,000  -  -  8,550,000  - 
Total $ 5,171,771,729 $ 5,098,458,964 $ 883,095,733 $ 4,280,125,996 $ 8,550,000 $ - 

 

  December 31, 2018 

  
Aggregate Fair 

Value Admitted Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 4,278,164,081 $ 4,344,265,880 $ 579,191,533 $ 3,698,972,548 $ - $ - 

Mortgage loans  8,550,000  8,550,000  -  -  8,550,000  - 
Total $ 4,286,714,081 $ 4,352,815,880 $ 579,191,533 $ 3,698,972,548 $ 8,550,000 $ - 

The Company reports transfers between fair value hierarchy levels at the end of the reporting 
period.  There were no material transfers between the fair value hierarchy levels during 2019 or 
2018. 
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f. Real Estate and Long-Lived Assets: Real estate occupied by the Company is carried at the 
depreciated cost.  Depreciation expense is computed using the straight-line method over 
estimated useful lives generally ranging from ten to twenty years.  Depreciation expense on real 
estate occupied by the Company was $1,944,995 and $1,671,048 for the years ended 
December 31, 2019 and 2018, respectively. 

The Company periodically reviews long-lived assets, including property and equipment, for 
impairment whenever adverse events or changes in circumstances indicate the carrying value of 
the asset may not be recoverable. Losses are recognized for a long-lived asset to be held and 
used in the Company’s operations when the undiscounted future cash flows expected to result 
from the use of the asset are less than its carrying value. The Company recognizes an impairment 
loss based on the excess of the carrying value over the fair value of the asset. Losses are 
recognized for a long-lived asset to be abandoned when the asset ceases to be used.  In addition, 
the Company periodically reviews the estimated lives of all long-lived assets for reasonableness. 

g. Statutory Deposits: Investments, generally U.S. Treasury obligations, were on deposit at 
December 31, 2019 and 2018 to satisfy requirements of regulatory agencies.  These assets are 
included in bonds in the accompanying statements of admitted assets, liabilities and surplus.  
These assets are valued and classified in accordance with methods prescribed by the NAIC.  

h. Investment in subsidiaries:  In accordance with SSAP No. 97, Investments in Subsidiary, 
Controlled, and Affiliated Entities, a replacement of SSAP No. 88 (SSAP No. 97), $675,991,500 
and $804,849,178 were admitted as investment in subsidiaries at December 31, 2019 and 2018, 
respectively.  The Company owns 100% of the common stock of Humana Employers Health Plan 
of Georgia, Inc. (HEHPGA), Humana Insurance Company of Kentucky (HICK), and Humana 
Health Benefit Plan of Louisiana, Inc. (HHBPLA). The Company accounts for its investment in 
subsidiaries using the statutory equity method of accounting. 

The Company reports an investment in an insurance subsidiary, HHBPLA, for which the audited 
statutory equity reflects a departure from the NAIC statutory accounting practices and 
procedures. The Commissioner of Insurance of the State of Louisiana allowed the Company to 
admit its $775,406 and $1,209,176 of furniture and equipment used for Health Maintenance 
Organization operations in 2019 and 2018, respectively, which is not in accordance with NAIC 
SSAP.  Had HHBPLA not been allowed to admit these balances, the Company’s ending surplus 
at December 31, 2019 and 2018 would have been $4,128,629,589 and $3,719,463,704, 
respectively.  The Company's risk-based capital would have not triggered a regulatory event had 
it not used a prescribed or permitted practice.  

i. Equipment: Equipment is recorded at cost less accumulated depreciation.  Gains and losses on 
sales or disposals of property and equipment are included in net other expense in the 
accompanying statements of revenue and expenses.  Depreciation expense is computed using 
the straight-line method over estimated useful lives generally ranging from three to ten years.  
Depreciation expense, including that related to the nonadmitted portion, was $27,087,238 and 
$23,084,740 for the years ended December 31, 2019 and 2018, respectively.   

Improvements to leased facilities are depreciated over the shorter of the remaining lease term or 
the anticipated life of the improvement. Depreciation expense related to leasehold improvements 
was $1,939,589 and $2,130,306 for the years ended December 31, 2019 and 2018, respectively. 

j. Income Taxes: The amounts recorded as federal income tax expense in the accompanying 
statements of revenue and expenses represent amounts due to or from Humana in accordance 
with the tax allocation agreement between the Company and Humana.  Any unsettled portion of 
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the federal taxes is recorded as current federal income tax payable or receivable in the 
accompanying statements of admitted assets, liabilities and surplus.   

The Company recognizes an asset or liability for the deferred tax consequences of temporary 
differences between the tax basis of assets or liabilities and their reported amounts in the 
statutory financial statements.  These temporary differences will result in taxable or deductible 
amounts in future years when the reported amounts of the assets or liabilities are recovered or 
settled.  The Company also recognizes the future tax benefits such as net operating and capital 
loss carryforwards as deferred tax assets.  Deferred tax assets and deferred tax liabilities are 
further adjusted for changes in the enacted tax rates.   

Statutory deferred tax assets (DTAs) are limited to an amount equal to the sum of: (1) federal 
income taxes paid in prior years that can be recovered through loss carrybacks for existing 
temporary differences that reverse by the end of the subsequent calendar year; (2) depending 
on the Company’s Authorized Control Level (ACL) Risk Based Capital (RBC) exclusive of the 
DTA Ratio, the lesser of (a) the amount of gross DTAs expected to be realized within three years 
after the application of (1) or 15% of surplus, if the ratio is greater than 300%, (b) the amount of 
gross DTAs expected to be realized within one year after the application of (1) or 10% of surplus, 
if the ratio is between 200 – 300%, or (c) if the ratio is below 200%, no DTA can be realized; (3) 
the amount of gross DTAs, after the application of (1) and (2), that can be offset against gross 
deferred tax liabilities (DTLs).  DTAs in excess of these limitations are nonadmitted.  At December 
31, 2019 and 2018 DTAs of $13,267,892 and $10,324,167, respectively, were nonadmitted. 

k. Earned Premiums:  Premiums are estimated by multiplying the membership covered under the 
Company’s various contracts by the contractual rates.  Premiums are reported as earned in the 
period members are entitled to receive services, and are net of retroactive membership 
adjustments.  Retroactive membership adjustments result from enrollment changes not yet 
processed, or not yet reported by an employer group or the government.  The Company routinely 
monitors the collectability of specific accounts, the aging of receivables, historical retroactivity 
trends, estimated rebates, as well as prevailing and anticipated economic conditions, and reflects 
any required adjustments in current operations.  Premiums received prior to the earned period 
are recorded as advance premiums. 

The Company receives monthly premiums from the federal government according to government 
specified payment rates and various contractual terms.  The Company bills and collects 
premiums from employer groups and members in its Medicare products monthly.  Changes in 
premium revenues resulting from the periodic changes in risk-adjustment scores derived from 
medical diagnoses for membership are estimated by projecting the ultimate annual premium and 
are recognized ratably during the year, with adjustments each period to reflect changes in the 
ultimate premium. 

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members.  The risk-adjustment model, which CMS implemented pursuant to 
the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 
2000 (BIPA), generally, pays more where a plan’s membership has higher expected costs.  Under 
this model, rates paid to MA plans are based on actuarially determined bids, which include a 
process whereby prospective payments are based on the Company’s estimated cost of providing 
standard Medicare-covered benefits to an enrollee with a “national average risk profile.”  That 
baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership.  Under the risk-adjustment methodology, all MA plans must collect and submit the 
necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician 
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providers to CMS within prescribed deadlines.  The CMS risk-adjustment model uses the 
diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS adjusts 
for coding pattern differences between the health plans and the government fee-for-service 
program.  The Company generally relies on providers, including certain providers in its network 
who are employees of affiliates of the Company, to code their claim submissions with appropriate 
diagnoses, which the Company sends to CMS as the basis for the Company’s payment received 
from CMS under the actuarial risk-adjustment model.  The Company also relies on these 
providers to document appropriately all medical data, including the diagnosis data submitted with 
claims. CMS is phasing-in the process of calculating risk scores using diagnoses data from the 
Risk Adjustment Processing System (RAPS) to diagnoses data from the Encounter Data System 
(EDS). The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and 
only submit diagnoses that satisfy those guidelines. For submissions through EDS, CMS requires 
MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering logic 
to determine the risk scores. For 2019, 25% of the risk score was calculated from claims data 
submitted through EDS. CMS will increase that percentage to 50% in 2020 and has proposed to 
increase that percentage to 75% in 2021.  

The amount of net premiums written by the Company in 2019 and 2018 that were subject to 
retrospective rating features were $24,976,993,090 and $23,661,513,742, respectively, or 
94.45% and 95.33%, respectively, of the total net premiums written. No other net premiums 
written by the Company are subject to retrospective rating features. 

In accordance with SSAP No. 84, Certain Health Care Receivables and Receivables Under 
Government Insured Plans (SSAP No. 84), the Company has recorded receivables from CMS 
under the risk adjustment model of $303,393,822 and $508,696,324 as of December 31, 2019 
and 2018, respectively, which are included in premiums receivable in the accompanying 
statements of admitted assets, liabilities and surplus.   

The Company estimates policyholder rebates by projecting calendar year minimum benefit ratios 
for the MA, small group and large group markets, as defined by the HCRL using a methodology 
prescribed by the Department of Health and Human Services (HHS).  Estimated calendar year 
rebates recognized ratably during the year are revised each period to reflect current experience. 

Pursuant to the HCRL, the Company recorded the following amounts at December 31, 2019 and 
2018 for policyholder rebates: 

  2019 

   Individual  
Small 
Group  

Large 
Group  

Total 
Commercial  

Other 
Categories 

with Rebates  Total 

              
Medical loss ratio 
rebates incurred 
(recovered)   $ - $ (1,255,879) $ 17,870 $ (1,238,009) $ 55,369,252 $ 54,131,243 

Medical loss ratio 
rebates paid    -  741,888  1,108,205  1,850,093  -  1,850,093 

Medical loss ratio 
rebates unpaid   -  157,720  2,348,060  2,505,780  68,682,278  71,188,058 
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  2018 

   Individual  
Small 
Group  

Large 
Group  

Total 
Commercial  

Other 
Categories 

with Rebates  Total 

              
Medical loss ratio 
rebates incurred  $ 2,446,421 $ 2,279,187 $ 3,858,865 $ 8,584,473 $ 11,017,026 $ 19,601,499 

Medical loss ratio 
rebates paid    8,164,201  2,017,801  1,698,563  11,880,565  -  11,880,565 

Medical loss ratio 
rebates unpaid   -  2,155,487  3,438,395  5,593,882  13,313,026  18,906,908 

The amounts recorded for the medical loss rebates incurred are recorded as a reduction of 
premium in earned premiums in the accompanying statutory statements of revenue and 
expenses.  The medical loss rebates unpaid are included in aggregate health policy reserves in 
the accompanying statements of admitted assets, liabilities and surplus.  Medical loss ratio 
rebates that were accrued at December 31, 2018, were ultimately settled during 2019 for 
$3,743,789 less than the amounts originally estimated.  

There is no impact of any reinsurance assumed or ceded on the medical loss ratio rebate. 

l. Medicare Part D:  The Company covers prescription drug benefits in accordance with Medicare 
Part D under multiple contracts with CMS. The payments received monthly from CMS and 
members, which are determined from the Company’s annual bid, represent amounts for providing 
prescription drug insurance coverage. The Company recognizes premiums revenue for providing 
this insurance coverage ratably over the term of its annual contract. The CMS payment is subject 
to risk sharing through the Medicare Part D risk corridor provisions. In addition, receipts for 
reinsurance and low-income cost subsidies as well as receipts for certain discounts on brand 
name prescription drugs in the coverage gap represent payments for prescription drug costs for 
which the Company is not at risk.  

The risk corridor provisions compare costs targeted in the Company’s bids to actual prescription 
drug costs, limited to actual costs that would have been incurred under the standard coverage 
as defined by CMS. Variances exceeding certain thresholds may result in CMS making additional 
payments to the Company or require the Company to refund to CMS a portion of the premiums 
received. As risk corridor provisions are considered in the Company’s overall annual bid process 
and in accordance with SSAP No. 66, Retrospectively Rated Contracts, (SSAP No. 66), the 
Company estimates and recognizes an adjustment to premiums revenue related to these 
provisions based upon pharmacy claims experience. The Company records a receivable or 
payable at the contract level.  

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the 
Medicare Part D program for which the Company assumes no risk.  Reinsurance subsidies 
represent funding from CMS for its portion of prescription drug costs which exceed the member’s 
out-of-pocket threshold, or the catastrophic coverage level.  Low-income cost subsidies represent 
funding from CMS for all or a portion of the deductible, the coinsurance and co-payment amounts 
above the out-of-pocket threshold for low-income beneficiaries.  Monthly prospective payments 
from CMS for reinsurance and low-income cost subsidies are based on assumptions submitted 
with the Company’s annual bid.  A reconciliation and related settlement of CMS’s prospective 
subsidies against actual prescription drug costs paid by the Company is made after the end of 
the year. The HCRL mandates consumer discounts of 50% on brand name prescription drugs for 
Part D plan participants in the coverage gap.  These discounts are funded by CMS and 
pharmaceutical manufacturers while the Company administers the application of these funds.   
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In accordance with SSAP No. 47, Uninsured Plans, (SSAP No. 47), the Company accounts for 
these subsidies and discounts as a deposit in the accompanying statements of admitted assets, 
liabilities and surplus and as an operating activity in the accompanying statements of cash flows.  
The Company does not recognize earned premiums or benefits incurred and loss adjustment 
expenses for these subsidies or discounts. Receipt and payment activity is accumulated at the 
contract level and recorded in the statutory statements of admitted assets, liabilities and surplus 
in amounts receivable relating to uninsured plans or accounts payable and accrued expenses.  

Settlement of the reinsurance and low-income cost subsidies as well as risk corridor payment is 
based on a reconciliation made approximately nine months after the close of each calendar year. 
Settlement with CMS for brand name prescription drug discounts is based on a reconciliation 
made approximately 14 to 18 months after the close of each calendar year. The Company 
continues to revise its estimates with respect to the risk corridor provisions based on subsequent 
period pharmacy claims data.  

The accompanying statements of admitted assets, liabilities and surplus include the following 
amounts associated with Medicare Part D as of December 31, 2019 and 2018: 

  2019  2018 

  Risk  CMS  Risk  CMS 
  Corridor  Subsidies/  Corridor  Subsidies/ 
 Settlement  Discounts  Settlement  Discounts 

             
Premiums receivable $ 3,209,354  $ -     $ 1,301,107  $ -    
Amounts receivable 
relating to uninsured 
plans   -      482,892,958   -      132,885,205 

Aggregate health policy 
reserves  (112,321,409)   -      (122,601,698)   -    

Accounts payable and 
accrued  expenses   -        (229,954,566)     -        (318,043,557) 

 
Net (liability) 
asset $ (109,112,055)  $ 252,938,392  $ (121,300,591)  $ (185,158,352) 

 
m. Accounting for the Risk-Sharing Provisions of the Health Care Reform Law: Effective 

January 1, 2014, the risk spreading programs are applicable to certain of the Company’s 
commercial medical insurance products. These programs, commonly referred to as the 3Rs, 
include a permanent risk adjustment program, a transitional reinsurance program, and a 
temporary risk corridors program designed to more evenly spread the financial risk borne by 
issuers and to mitigate the risk that issuers would have mispriced products. The transitional 
reinsurance and temporary risk corridors programs were only applicable for years 2014 through 
2016. Policies issued prior to March 23, 2010 are considered grandfathered policies and are 
exempt from the 3Rs. Certain states have allowed non-grandfathered policies issued prior to 
January 1, 2014 to extend the date of required transition to policies compliant with the HCRL to 
as late as 2017. Accordingly, such policies are exempt from the 3Rs until they transition to policies 
compliant with the HCRL. 

The permanent risk adjustment program adjusts the premiums that commercial individual and 
small group health insurance issuers receive based on the demographic factors and health status 
of each member as derived from current year medical diagnosis as reported throughout the year. 
This program transfers funds from lower risk plans to higher risk plans within similar plans in the 
same state. The risk adjustment program is applicable to commercial individual and small group 
health plans operating both inside and outside of the health insurance exchanges established 
under the HCRL. Under the risk adjustment program, a risk score is assigned to each covered 
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member to determine an average risk score at the individual and small group level by legal entity 
in a particular market in a state. Additionally, an average risk score is determined for the entire 
subject population for each market in each state. Settlements are determined on a net basis by 
state. Each health insurance issuer’s average risk score is compared to the state’s average risk 
score. Plans with an average risk score below the state average will pay into a pool and health 
insurance issuers with an average risk score that is greater than the state average risk score will 
receive money from that pool. The Company generally relies on providers, including certain 
network providers who are employees of Humana, to appropriately document all medical data, 
including the diagnosis codes submitted with claims, as the basis for the Company’s risk scores 
under the program. The Company’s estimate of amounts receivable and/or payable under the 
risk adjustment program is based on an estimate of both its own and the state average risk 
scores. Assumptions used in these estimates include but are not limited to published third party 
studies and other publicly available data including regulatory plan filings, geographic 
considerations including the Company’s historical experience in markets it has participated in 
over a long period of time, member demographics (including age and gender for its members 
and other health insurance issuers), its pricing model, sales data for each metal tier (different 
metal tiers yield different risk scores), and  the mix of previously underwritten membership as 
compared to new members in plans compliant with the HCRL.  The Company refines its 
estimates as new information becomes available, including additional data released by HHS, 
regarding estimates of state average risk scores. Risk adjustment is subject to audit by HHS 
beginning with the 2015 coverage year, however, there were no payments associated with these 
audits for 2015 or 2016, the pilot years for the audits.   The Company’s risk adjustment data for 
2018 was selected for audit by HHS.  

The temporary risk corridor program applied to individual and small group Qualified Health Plans 
(or substantially equivalent plans), or QHPs, as defined by HHS, operating both inside and 
outside of the exchanges. Accordingly, plans subject to risk adjustment that are not QHPs, 
including the Company’s small group health plans, were not subject to the risk corridor program. 
The risk corridor provisions were included to limit issuer gains and losses by comparing allowable 
medical costs to a target amount, each defined/prescribed by HHS, and sharing the risk for 
allowable costs with the federal government. Allowable medical costs are adjusted for risk 
adjustment settlements, transitional reinsurance recoveries, and cost sharing reductions received 
from HHS. Variances from the target exceeding certain thresholds may result in HHS making 
additional payments to the Company or require it to refund HHS a portion of the premiums the 
Company received. 

The Company estimates and recognizes adjustments to earned premiums for the risk adjustment 
and risk corridor provisions by projecting its ultimate premium for the calendar year separately 
for individual and group plans by state. Estimated calendar year settlement amounts are 
recognized ratably during the year and are revised each period to reflect current experience, 
including changes in risk scores derived from medical diagnoses submitted by providers. The 
Company records receivables or payables at the individual or group level within each state and 
classifies the amounts as current or long-term in the statutory statements of admitted assets, 
liabilities and surplus based on the timing of expected settlement. 
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The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the permanent HCRL risk 
adjustment and temporary risk corridor programs as of December 31, 2019 and 2018: 

HCRL Risk Adjustment  
 

   

Assets    2019  2018 

 
Premium adjustments receivable due to HCRL Risk Adjustment 
(including high risk pool payments) $ 9,396,756  $ 479,212 

Liabilities        
 Risk adjustment user fees payable for HCRL Risk Adjustment  214,067  

 212,053 

 
Premium adjustments payable due to HCRL Risk Adjustment 
(including high risk pool payments)  10,956,813  

 
3,423,961 

Operations (Revenue & Expenses)        

 
Reported as revenue in premium for accident and health contracts 

(written/collected) due to HCRL Risk Adjustment  11,761,211  
 

(2,703,376) 

 
Reported in expenses as HCRL risk adjustment user fees 

(incurred/paid)  119,266  
 

162,910 
 

HCRL Risk Corridor      

Assets   2019  2018 

 Accrued retrospective premium due to HCRL Risk Corridors   $ -  $ - 
Liabilities    

    

 
Reserve for rate credits or policy experience rating refunds due to 
HCRL Risk Corridors   -  

 
- 

Operations (Revenue & Expenses)     
    

 Effect of HCRL Risk Corridors on net premium income   -  
 158,361 

 
Effect of HCRL Risk Corridors on change in reserves for rate 
credits   -  

 
- 

The risk corridor receivable activity by program year is presented below.     

Risk 
Corridors 
Program 

Year 

Estimated 
Amount to be 
Filed or Final 
Amount Filed 

with CMS 

Non-Accrued 
Amounts for 

Impairment or 
Other Reasons 

Amounts 
received from 

CMS 

Assets 
Balance 

(Gross of Non-
admissions) 

Non-admitted 
Amount 

Net 
Admitted 

Asset 

2014 $ 18,114,801 $ 15,081,396 $ 3,033,405 $ - $ - $ - 
2015  17,262,163  17,262,163  -  -  -  - 
2016  11,060,900  11,060,900  -  -  -  - 
Total $ 46,437,864 $ 43,404,459 $ 3,033,405 $ - $ - $ - 

The transitional reinsurance program required the Company to make reinsurance contributions 
for calendar years 2014 through 2016 to a state or HHS established reinsurance entity based on 
a national contribution rate per covered member as determined by HHS. While all commercial 
medical plans, including self-funded plans, are required to fund the reinsurance entity, only fully-
insured non-grandfathered plans compliant with the HCRL in the individual commercial market 
were eligible for recoveries if individual claims exceed a specified threshold. Accordingly, the 
Company accounted for transitional reinsurance contributions associated with all commercial 
medical health plans other than these non-grandfathered individual plans as an assessment in 
operating costs in its statutory statements of revenue and expenses. The Company accounted 
for contributions made by individual commercial plans compliant with the HCRL, which were 
subject to recoveries, as ceded premiums (a reduction of earned premiums) and similarly the 
Company accounted for any recoveries as ceded benefits (a reduction of benefits incurred and 
loss adjustment expenses) in its statutory statements of revenue and expenses.  

Attachment 2.5.5.1-5 HIC 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
21 of 60

Exempt from Business Proposal 
and Total Page Limits

295(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2019 and 2018 

20 
           

The statutory statements of admitted assets, liabilities and surplus, and the statements of 
revenue and expenses include the following amounts associated with the transitional HCRL 
reinsurance program as of December 31, 2019 and 2018: 

Assets    2019  2018 

 Amounts recoverable for claims paid due to HCRL Reinsurance $ -  $ - 

 
Amounts recoverable for claims unpaid due to HCRL 

Reinsurance (Contra Liability)  -   - 

 
Amounts receivable relating to uninsured plans for 

contributions for HCRL Reinsurance  -   - 
Liabilities        

 
Liabilities for contributions payable due to HCRL Reinsurance – 

not  reported as ceded premium  -    - 

 
Ceded reinsurance premiums payable due to HCRL 

Reinsurance  -   - 

 
Liabilities for amounts held under uninsured plans contributions 

for HCRL Reinsurance  -   - 
Operations (Revenues & Expenses)       
 Ceded reinsurance premiums due to HCRL Reinsurance  -   - 

 
Reinsurance recoveries (income statement) due to HCRL 

Reinsurance payments or expected payments  581,309   14,415 

 
HCRL Reinsurance contributions – not reported as ceded 

premiums  -   - 

Amounts recoverable for claims unpaid due to HCRL Reinsurance is a contra liability and is 
included in benefits and loss adjustment expenses payable on the statutory statements of 
admitted assets, liabilities and surplus.  

On November 2, 2017, Humana filed suit against the United States of America in the United 
States Court of Federal Claims, on behalf of its health plans seeking recovery from the federal 
government of $43,404,459 in payments for the Company under the risk corridor premium 
stabilization program established under the HCRL, for the years 2014, 2015 and 2016.  Humana’s 
case has been stayed by the Court, pending resolution of similar cases filed by other insurers.  
On April 27, 2020, the U.S. Supreme Court ruled that the government is obligated to pay the 
losses under this risk corridor program, and that Congress did not impliedly repeal the obligation 
under its appropriations riders.  As such, Humana will continue to seek payments owed to it.  The 
Company has not recognized premiums, nor has it recorded a receivable for any amount due 
from the federal government for unpaid risk corridor payments as of December 31, 2019.  The 
Company has fully recognized all liabilities due to the federal government that it has incurred 
under the risk corridor program, and has paid all amounts due to the federal government as 
required.  

In addition to the provisions discussed above, beginning in 2014, HHS paid the Company a 
portion of the health care costs for low-income individual members for which the Company 
assumes no risk in accordance with the HCRL. These cost subsidy payments ceased effective 
October 2017.  The Company accounted for these subsidies as a deposit in its statutory 
statements of admitted assets, liabilities and surplus and as an operating activity in its statements 
of cash flows. The Company did not recognize earned premiums or benefits incurred and loss 
adjustment expenses for these subsidies. Receipt and payment activity was accumulated at the 
state level and recorded in its statutory statements of admitted assets, liabilities and surplus in 
health care and other receivables or accounts payable and accrued expenses depending on the 
state balance at the end of the reporting period.  
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A roll-forward of prior year HCRL risk-sharing provisions for the following asset (gross of any 
nonadmission) and liability balances, along with the reasons for adjustments to prior year 
balances are presented below: 

  

Accrued During the Prior 
Year on Business Written 
Before December 31 of 

the Prior Year 

Received or Paid as of 
the Current Year on 

Business Written Before 
December 31 of the 

Prior Year 

Differences Adjustments 
Unsettled Balances as of 

the Reporting Date 
Prior Year 
Accrued 

Less 
Payments 
(Col 1-3) 

Prior Year 
Accrued 

Less 
Payments 
(Col 2-4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances   

Cumulative 
Balance from 
Prior Years 
(Col 1-3+7) 

Cumulative 
Balance 
from Prior 
Years (Col 
2-4+8) 

1 2 3 4 5 6 7 8   9 10 

Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 

a. Permanent ACA 
Risk Adjustment 
Program   

          

1. Premium 
adjustments 
receivable 
(including high 
risk pool 
payments) 479,212  13,642,404  (13,163,192)  13,163,192  A.    -  

2. Premium 
adjustments 
(payables) 
(including high 
risk pool 
payments)  (3,423,961)  (3,265,885)  (158,076)  (4,586,120) B.  (4,744,196) 

3. Subtotal ACA 
Permanent Risk 
Adjustment 
Program 479,212 (3,423,961) 13,642,404 (3,265,885) (13,163,192) (158,076) 13,163,192 (4,586,120)  - (4,744,196) 

b. Transitional ACA 
Reinsurance 
Program             

1. Amounts 
recoverable for 
claims paid -  581,309  (581,309)  581,309  

C
. -  

2. Amounts 
recoverable for 
claims unpaid 
(contra liability) -  -  -  -    -  

3. Amounts 
receivable 
relating to 
uninsured plans -  -  -  -    -  

4. Liabilities for 
contributions 
payable due to 
ACA 
Reinsurance- 
not reported as 
ceded premium  -  -  -  -    - 

5. Ceded 
reinsurance 
premiums 
payable  -  -  -  -    - 

6. Liability for 
amounts held 
under uninsured 
plans  -  -  -  -    - 

7. Subtotal ACA 
Transitional 
Reinsurance 
Program - - 581,309 - (581,309) - 581,309 -  - - 

c. Temporary ACA 
Risk Corridors 
Program             

1. Accrued 
retrospective 
premium -  -  -  -    -  
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2. Reserve for rate 
credits or policy 
experience 
rating refunds  -  -  -  -    - 

3. Subtotal ACA 
Risk Corridors 
Program - - - - - - - -  - - 

d. Total for ACA 
Risk Sharing 
Provisions 479,212 (3,423,961) 14,223,713 (3,265,885) (13,744,501) (158,076) 13,744,501 (4,586,120)  - (4,744,196) 

 
Explanation for adjustments 

A. Adjustments related to updates received from CMS associated with 2018 benefit year 
and the latest data from Wakely Consulting. 

B. Small Group estimate changes for unfinalized years, based on latest data from Wakely 
Consulting. 

C. Adjustments related to payments received from CMS associated with 2016 benefit year. 

Net collections and payments under the 3Rs associated with prior coverage years were 
$(10,957,828) and $21,486,199 in 2019 and 2018, respectively. The Company collected all 
reinsurance recoverables relating to prior coverage years in 2018. 

n. Pharmacy Rebates: The Company benefits from several contractual agreements with 
pharmaceutical companies that offer rebates on certain prescription drugs based upon the rate 
of utilization through its agreement with Humana Pharmacy Solutions, Inc. (HPS) discussed in 
Note 9.  The Company’s method used to estimate rebates receivable is based on historical trends 
and actual amounts invoiced to manufacturers.  These rebates are recorded as a reduction of 
benefits incurred and loss adjustment expenses in the accompanying statutory statements of 
revenue and expenses. 

In accordance with SSAP No. 84, the following table summarizes the gross pharmacy rebate 
receivables included in admitted health care and other receivables in the accompanying 
statements of admitted assets, liabilities and surplus and the pharmacy rebates collected by 
quarter for 2019, 2018, and 2017:  

Quarter 

Estimated  
Pharmacy  
Rebates as  

Reported on  
Financial 

Statements  

Pharmacy  
Rebates as  

Billed or  
Otherwise  
Confirmed  

Actual Rebates  
Received Within 

90 Days of 
Billing  

Actual Rebates  
Received 

Within 91 to 
180 Days of 

Billing  

Actual 
Rebates  
Received 

More than 181 
Days After 

Billing 
12/31/2019 $ 857,149,998  $ 857,149,998  $ -  $ -  $ - 
9/30/2019  983,974,614   983,974,614   976,954,193   -   - 
6/30/2019  1,557,140,947   1,557,140,947   1,538,340,203   4,788,022   - 
3/31/2019  1,105,668,614   1,105,668,614   1,095,342,361   -   5,770,691 
12/31/2018  871,791,853   871,791,853   861,944,025   4,597,680   2,304,301 
9/30/2018  1,019,941,316   1,019,941,316   1,016,254,784   3,686,532   - 
6/30/2018  1,351,608,731   1,351,608,731   1,346,148,031   5,460,700   - 
3/31/2018  914,970,239   914,970,239   914,970,239   -   - 
12/31/2017  792,665,292   792,665,292   748,733,774   42,233,855   1,697,663 
9/30/2017  839,797,724   839,797,724   839,456,062   -   341,662 
6/30/2017  803,680,635   803,680,635   802,965,453   607,609   107,573 
3/31/2017  831,181,809   831,181,809   831,166,820   -   14,989 
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Amounts not collected within 90 days of invoice or confirmation date are nonadmitted.  Pharmacy 
rebates receivable of $28,534,552 and $3,686,532 were nonadmitted at December 31, 2019 and 
2018, respectively.  

o. Risk-Share Agreements: The Company negotiates contractual agreements with group 
Medicare customers, some of which contain gain sharing provisions in the event the benefit ratio 
is less than an agreed-upon level.  In these agreements, the Company and the customers 
generally share evenly in the gain. The Company recorded gain share payable of $40,715,660 
and $8,292,453 as of December 31, 2019 and 2018, respectively, which is included in aggregate 
health policy reserves in the accompanying statements of admitted assets, liabilities and surplus. 

p. Benefits Incurred and Loss Adjustment Expenses:  Benefits incurred and loss adjustment 
expenses include claim payments, capitation payments, pharmacy costs net of rebates, 
allocations of certain centralized expenses and various other costs incurred to provide health, 
dental and vision insurance coverage to members, as well as estimates of future payments to 
hospitals and others for medical care and other supplemental benefits provided on or prior to the 
date of the statements of admitted assets, liabilities and surplus.  Capitation payments represent 
monthly contractual fees disbursed to participating primary care physicians, and other providers 
who are responsible for providing medical care to members.    Pharmacy costs represent 
payments for members’ prescription drug benefits, net of rebates from drug manufacturers.  
Based on the nature of the expense, loss adjustment expenses are allocated between benefits 
incurred and loss adjustment expense and selling, general and administrative expense.   

The estimates of future medical claim payments are estimated using actuarial methods and 
assumptions based upon claim payment patterns, medical cost inflation, historical development 
such as claim inventory levels and claim receipt patterns, and other relevant factors.  
Corresponding administrative costs to process outstanding claims are estimated and accrued.  
The Company continually reviews estimates of future payments relating to claims costs for 
services incurred in the current and prior periods and adjusts as necessary.   

Benefits expense is recognized in the period in which services are provided and includes an 
estimate of the cost of services which have been incurred but not yet reported, or IBNR. The 
Company’s reserving practice is to consistently recognize the actuarial best point estimate within 
a level of confidence required by actuarial standards. Actuarial standards of practice generally 
require a level of confidence such that the liabilities established for IBNR have a greater 
probability of being adequate versus being insufficient, or such that the liabilities established for 
IBNR are sufficient to cover obligations under an assumption of moderately adverse conditions. 
Adverse conditions are situations in which the actual claims are expected to be higher than the 
otherwise estimated value of such claims at the time of the estimate. Therefore, in many 
situations, the claim amounts ultimately settled will be less than the estimate that satisfies the 
actuarial standards of practice. 

The Company reassesses the profitability of its contracts for providing insurance coverage to its 
members when current operating results or forecasts indicate probable future losses. The 
Company establishes a premium deficiency reserve in the current year to the extent that the sum 
of expected future costs, claim adjustment expenses, and maintenance costs exceeds related 
future premiums under contracts. For purposes of determining premium deficiencies, contracts 
are grouped in a manner consistent with how the Company’s policies are marketed, serviced, 
and measured for the profitability of such contracts. Losses recognized as a premium deficiency 
result in a beneficial effect in subsequent periods as operating losses under these contracts are 
charged to the liability previously established.  
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The Company recorded premium deficiency liabilities of $2,189,000 at December 31, 2018 but 
none were recorded at December 31, 2019. The liability at December 31, 2018 is included in 
aggregate health policy reserves in the accompanying statements of admitted assets, liabilities 
and surplus.   

Management believes the Company’s benefits and loss adjustment expenses payable are 
adequate to cover future claims payments required. However, such estimates are based on 
knowledge of current events and anticipated future events. Therefore, the actual liability could 
differ materially from the amounts provided. 

q. Reserves for Life Contracts and Deposit-Type Contracts: The Company waives the 
deduction of deferred fractional premiums upon death of the insured and holds net level or 
modified premium reserves on mortality and interest bases that are consistent with statutory 
guidance. The Company does not return any portion of the final premium for periods beyond the 
date of death. Surrender values are not promised in excess of the legally computed reserves.   

As of December 31, 2019 and 2018 the Company did not have any life insurance in force for 
which the gross premiums were less than the net premiums according to the standard valuation 
set by the OCI, as described in SSAP No. 51, Life Contracts (SSAP No.51).  As discussed in 
Note 9, all non-health insurance business, including all associated reserves, was ceded to 
Humana Insurance Company of Kentucky (HICK) as of January 1, 2013.  

r. Administrative Service Only Contracts (ASO): Administrative services fees cover the 
processing of claims, offering access to the Company’s provider networks and clinical programs 
and responding to customer service inquiries from members of self-funded groups. Fees from 
providing administrative services, also known as administrative services only, or ASO, are 
recognized in the period services are performed and are net of estimated uncollectible amounts.  
ASO fees are estimated by multiplying the membership covered under the various contracts by 
the contractual rates.  Under ASO contracts, self-funded employers retain the risk of financing 
substantially all of the cost of health benefits. However, many ASO customers purchase stop loss 
insurance coverage from Humana to cover catastrophic claims or to limit aggregate annual costs. 
The Company does not reflect payment of ASO claims in its statutory statements of revenue and 
expenses.  

s. Mortgage Loans: Mortgage loans are current and carried at unpaid principal balances, net of 
discounts/premiums and valuation allowances. The Company has estimated the book/adjusted 
carrying value of its mortgage loans, to be $8,550,000 at December 31, 2019 and 2018. This 
estimate was established using a discounted cash flow method based on rating, maturity and 
future income when compared to the expected yield for mortgages having similar characteristics. 
The rating for mortgages in good standing is based on property type, location, market conditions, 
occupancy, debt service coverage, loan to value, caliber of tenancy, borrower and payment 
record. Problem mortgages are priced to reflect their monetary value to the Company, 
considering such things as the degree of default, whether or not the payments are still being 
made, interest rate, maturity and operating performance of the underlying collateral. 

During 2019 and 2018,  the maximum and minimum lending rates for mortgage loans were 6.65% 
at both year ends.  At the issuance of a loan, the percentage of loan to value on any one loan 
does not exceed 100. 

t. Nonadmitted Assets:  Nonadmitted assets, which typically consist of premiums receivable past 
due in excess of 90 days, deferred tax assets in excess of certain limits, electronic data 
processing software in excess of certain limits, furniture and equipment, prepaid commissions 
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and expenses, deposits, pharmacy rebates and other receivables past due in excess of 90 days 
from the invoice date, are excluded from the statements of admitted assets, liabilities and surplus 
by direct charges to unassigned surplus in accordance with SSAP No. 4, Assets and Nonadmitted 
Assets (SSAP No. 4). 

u. Going Concern Considerations:  Management of the Company has evaluated the Company’s 
ability to continue as a going concern under SSAP No. 1, Accounting Policies, Risks & 
Uncertainties, and Other Disclosures (SSAP No. 1). Based on this evaluation, Management has 
determined that there is no substantial doubt about the Company’s ability to continue as a going 
concern. 

v. Subsequent Events: The Company evaluated subsequent events through April 30, 2020, the 
date these financial statements were issued or available to be issued. 

On January 1, 2020, the Company will be subject to the annual fee under Section 9010 of the 
HCRL as described in Note 2(b).  The Consolidated Appropriations Act enacted on December 
18, 2015, included a one-time one year suspension in 2017 of the health insurance industry fee. 
The Continuing Resolution bill, H.R. 195, enacted on January 22, 2018, included a one year 
suspension in 2019 of the health insurance industry fee, but the fee has resumed for calendar 
year 2020. No segregation was recorded within special surplus for the annual health insurance 
industry fee related to the 2018 data year due to the moratorium.  The further consolidated 
Appropriations Act 2020, enacted on December 20, 2019, permanently repealed the health 
insurance industry fee for calendar years 2021 and thereafter.  In 2018, the Company was subject 
to an annual fee under section 9010 of the HCRL. This annual health insurance industry fee was 
allocated to individual health insurers based on the ratio of the amount of the entity’s net 
premiums written during the preceding calendar year to the amount of health insurance for any 
U.S. health risk that was written during the preceding calendar year. The 2018 health insurance 
industry fee was paid September 30, 2018.  The impact of the annual health insurance industry 
fee on the Company's operations as of December 31, 2019 and 2018 were as follows: 

   2019  2018 
          
HCRL fee assessment payable $ 510,143,497 $ - 
HCRL fee assessment paid  -   465,787,513 
Premium written subject to HCRL 9010 assessment  25,663,900,250   - 
Total Adjusted Capital Level before surplus 
adjustment   4,130,039,768   3,721,217,981 
Total Adjusted Capital Level after surplus adjustment   3,619,896,271   3,721,217,981 
Authorized Control Level after surplus adjustment   1,014,950,193   911,846,230 
 

On March 16, 2020, the Company requested to pay a dividend to its parent Humana of 
$300,000,000 of which all was ordinary.  The Company received approval to pay the dividend 
from the OCI on March 31, 2020.  The Company paid the dividend on April 7, 2020. 

The Company is not aware of any events or transactions occurring subsequent to the balance 
sheet date, but before the issuance of the financial statements which may have a material effect 
on its financial condition.  
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3. Bonds 

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2019 and 2018 
were as follows: 

 
  2019 

   Book/Adjusted 
Carrying 

Value 

 Gross 
Unrealized 

Gains 

 Gross 
Unrealized 

Losses 

 
Estimated 
Fair Value 

      
      
              

U. S. Governments $ 49,880,748  $  146,367  $ (19,267)  $ 50,007,848 
States, territories and possessions  82,100,971   1,337,974   (7,230)   83,431,715 
Political subdivisions of states, 

territories and possessions  76,481,989   1,225,540   (8,034)   77,699,495 
Special revenue and special 

assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions  1,471,704,396   32,996,082   (1,148,248)   1,503,552,230 

Industrial and miscellaneous  1,896,705,219   40,483,442   (1,693,862)   1,935,494,799 

 Total bonds $ 3,576,873,323  $ 76,189,405  $ (2,876,641)  $ 3,650,186,087 
 

  2018 

   Book/Adjust
ed Carrying 

Value 

 Gross 
Unrealized 

Gains 

 Gross 
Unrealized 

Losses 

 
Estimated 
Fair Value 

      
      
              

U. S. Governments $ 45,220,981  $  2,270  $ (1,350,214)  $ 43,873,037 
States, territories and possessions  376,467,263   133,524   (4,760,328)   371,840,459 
Political subdivisions of states, 

territories and possessions  18,807,835   -   (87,537)   18,720,298 
Special revenue and special 

assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions 

 

1,339,785,888   1,212,255   (22,068,751)   1,318,929,392 
Industrial and miscellaneous  1,766,934,171   463,605   (39,646,646)   1,727,751,130 

 Total bonds $ 3,547,216,138  $ 1,811,654  $ (67,913,476)  $ 3,481,114,316 
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The book/adjusted carrying value and estimated fair value of bonds and short-term investments at 
December 31, 2019, by contractual maturity, are shown below.  Expected maturities may differ from 
contractual maturities because borrowers may have the right to call or prepay obligations with or without 
call or prepayment penalties and because most structured securities provide for periodic payments 
through their lives. 

   Book/Adjusted 
Carrying Value 

 Estimated 
Fair Value     

        
Due in one year or less $ 780,449,993  $ 780,522,350 
Due after one year through five years  687,672,604  

 702,478,327 
Due after five years through ten years  615,771,730  

 638,632,009 
Due after ten years  232,815,785  

 239,242,077 
Mortgage and asset-backed securities  1,890,103,119   1,919,251,233 

  $ 4,206,813,231  $ 4,280,125,996 
 
The detail of realized gains (losses) of bonds for the years ended December 31, 2019 and 2018 were 
as follows: 

     2019  2018 

           
Gross realized gains  $ 17,011,113  $ 12,051,356 
Gross realized losses    (2,674,574)    (2,486,332) 

 Net realized (losses)   $ 14,336,539  $ 9,565,024 
 
Gross unrealized losses and fair values aggregated by investment category and length of time that 
individual securities have been in a continuous unrealized loss position at December 31, 2019 and 
2018 were as follows: 

    2019 

    Less Than 12 Months  12 Months or More  Total 
    Fair Unrealized  Fair Unrealized  Fair Unrealized 
    Value Losses  Value Losses  Value Losses 
                  
U.S. Governments $ - $ -  $ 11,573,060 $ (19,267)  $ 11,573,060 $ (19,267) 
States, territories and 

possessions 
 

-  -   13,613,712  (7,230)   13,613,712  (7,230) 
Political subdivisions of   

states, territories and  
possessions 

 
-  -   11,278,345  (8,034)   11,278,345  (8,034) 

Special revenue and special 
assessment obligations and 
all non- guaranteed 
obligations of agencies and 
authorities of governments 
and their political 
subdivisions 

 

156,178,517 

 

(712,278)   64,880,895  (435,970)   221,059,412  (1,148,248) 
Industrial and misc.   85,536,366   (336,295)    326,158,813   (1,357,567)    411,695,179   (1,693,862) 

 Total invested assets $ 241,714,883 $ (1,048,573)  $ 427,504,825 $ (1,828,068)  $ 669,219,708 $ (2,876,641) 
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    2018 

    Less Than 12 Months  12 Months or More  Total 

    Fair Unrealized  Fair Unrealized  Fair Unrealized 
    Value Losses  Value Losses  Value Losses 
                  
U.S. Governments $ 3,467,242 $ (4,297)  $ 39,833,832 $ (1,345,917)  $ 43,301,074 $ (1,350,214) 
States, territories and 

possessions 
 

104,923,870  (1,126,095)   245,329,916  (3,634,233)   350,253,786  (4,760,328) 
Political subdivisions of   

states, territories and  
possessions 

 
10,508,908  (51,453)   8,211,390  (36,084)   18,720,298  (87,537) 

Special revenue and 
special assessment 
obligations and all non- 
guaranteed obligations 
of agencies and 
authorities of 
governments and their 
political subdivisions 

 

553,821,700  (8,066,377)   536,624,678  (14,002,374)   1,090,446,378  (22,068,751) 
Industrial and misc.   963,697,674   (16,963,682)    529,889,721   (22,682,964)    1,493,587,395   (39,646,646) 

 
Total invested 

assets $ 1,636,419,394 $ (26,211,904)  $ 1,359,889,537 $ (41,701,572)  $ 2,996,308,931 $ (67,913,476) 

 
The unrealized loss from all securities was generated from 116 investment positions at December 
31, 2019. All issuers of securities the Company owns that were trading at an unrealized loss at 
December 31, 2019 remain current on all contractual payments. After taking into account these and 
other factors previously described, the Company believes these unrealized losses primarily were 
caused by an increase in market interest rates in the current markets since the time the securities 
were purchased. At December 31, 2019, the Company did not intend to sell the securities with an 
unrealized loss position, and it is not likely that the Company will be required to sell these securities 
before recovery of their amortized cost basis. As a result, the Company believes that the securities 
with an unrealized loss were not other-than-temporarily impaired at December 31, 2019.   

Unrealized gains or losses on bonds deemed temporary are included as an adjustment to surplus in 
the statutory financial statements. 

4. Reinsurance 

The Company reinsures portions of its business through various reinsurance treaties. These treaties 
protect the Company from sustaining losses above predetermined levels and are included as a 
reduction of earned premiums in the accompanying statements of revenue and expenses. Although 
the reinsurer in each case is primarily liable on the insurance ceded, the Company remains liable to 
the insured whether or not the reinsurer meets its contractual obligations. 

Effective August 3, 2018, retroactive to January 1, 2018, the company entered into a 100% Indemnity 
Coinsurance Assumed agreement with Kanawha Insurance Company (KIC), a related party at the 
time.  Under the terms of the contract, the Company assumed the group life and disability policies of 
KIC.  Effective August 9, 2018, pursuant to the Stock Purchase Agreement signed on November 6, 
2017 between Humana and Continental General Insurance Company, KIC was sold and no longer 
affiliated with the Company. Effective January 1, 2019, the Company novated an inuring third party 
reinsurance agreement originally between KIC and Hartford Life and Accident Insurance Company. 
As a result, the Company now reports the related policies as 100% assumed and ceded. At the end 
of 2018 and throughout 2019, there were no active premium paying members related to the block of 
business subject to these agreements, as all remaining policies were in run-out.  There were 
$15,014,679 reserves assumed and ceded and no premiums assumed or ceded as of and for the 
year ended December 31, 2019, respectively. There were $492,591 reserves assumed and 
$4,619,770 premiums assumed as of and for the year ended December 31, 2018, respectively.    
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Effective June 29, 2018 and August 3, 2018, retroactive to January 1, 2018, the Company entered 
into 100% Indemnity Coinsurance and Assumption reinsurance agreements with ManhattanLife 
Assurance Company of America and Manhattan Life Insurance Company, respectively, both are 
unrelated entities.  Under the terms of the contracts, the Company ceded its individual life, annuity 
and supplemental health products such as cancer, critical illness, hospital indemnity and accident 
policies.  Initial policy and claim reserves transferred were $18,893,620.  For the years ended 
December 31, 2019 and 2018, there were $6,362,749 and $6,226,517 premiums ceded, 
respectively, related to this agreement.  Total reserves ceded were $1,726,930 and $11,993,284 for 
the years ended December 31, 2019 and 2018, respectively.  The Company did not commute any 
ceded reinsurance or write-off any reinsurance balances during 2019 or 2018.  

The Company has reinsurance contracts with various insurers and affiliates as noted within Note 9. 
For the years ended December 31, 2019 and 2018 there were $68,276,205 and $99,831,984 
premiums ceded, respectively, related to these contracts.  

The Company has not entered into any reinsurance agreements in which the reinsurer may 
unilaterally cancel any reinsurance for reasons other than nonpayment of premiums or other amounts 
due. The Company does not have any reinsurance agreements in effect in which the amount of 
losses paid or accrued through December 31, 2019 or 2018 would result in a payment to the reinsurer 
of amounts which, in the aggregate and allowing for offset of mutual credits from other reinsurance 
agreements with the same reinsurer, exceed the total direct premiums collected under the reinsured 
policies. 

5. Income Taxes 

The components of the net admitted deferred tax assets and deferred tax liabilities by character as 
of December 31, 2019 and 2018 were as follows: 

    2019 

    Ordinary  Capital  Total 

            
Gross deferred tax assets  $ 111,944,692  $ 214,010  $ 112,158,702 
Statutory valuation allowance adjustment    -    (214,010)    (214,010) 

 Adjusted gross deferred tax assets   111,944,692   -   111,944,692 
Deferred tax assets nonadmitted    (13,267,892)    -    (13,267,892) 

 Subtotal net admitted deferred tax assets   98,676,800   -   98,676,800 
Gross deferred tax liabilities    (5,412,854)    -    (5,412,854) 

 Net admitted deferred tax asset/(liability)  $ 93,263,946  $ -  $ 93,263,946 
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    2018 

    Ordinary  Capital  Total 

            
Gross deferred tax assets  $  88,121,826  $ 1,743,476  $ 89,865,302 
Statutory valuation allowance adjustment    -    (1,743,476)    (1,743,476) 

 Adjusted gross deferred tax assets   88,121,826   -   88,121,826 
Deferred tax assets nonadmitted    (10,324,167)    -    (10,324,167) 

 Subtotal net admitted deferred tax assets   77,797,659   -   77,797,659 
Gross deferred tax liabilities    (3,164,722)    -    (3,164,722) 

 Net admitted deferred tax asset/(liability)  $  74,632,937  $ -  $ 74,632,937 
 
None of the Company’s ordinary (or capital) adjusted gross or net admitted DTAs were generated 
using tax planning strategies.  There are no temporary differences for which a DTL has not been 
established. 

The amount of admitted adjusted gross deferred tax assets under SSAP No. 101, Income Taxes 
(SSAP No. 101) as of December 31, 2019 and 2018 were as follows: 

    December 31, 2019 
    Ordinary  Capital  Total 

            
Federal income taxes paid in prior years recoverable 
through loss carrybacks 

 
$   90,610,040  $ -  $ 90,610,040 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
 2,653,906   -   2,653,906 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   2,653,906 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   598,510,343 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  5,412,854    -    5,412,854 

 
Deferred tax assets admitted as the result of 
application of SSAP No. 101 total  $   98,676,800  $ -  $ 98,676,800 

 
    December 31, 2018 
    Ordinary  Capital  Total 

            
Federal income taxes paid in prior years recoverable 
through loss carrybacks 

 
$   72,580,190  $ -  $ 72,580,190 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation 

 
 2,052,747   -   2,052,747 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date 

 
 XXX   XXX   2,052,747 

Adjusted gross deferred tax assets allowed per 
limitation threshold 

 
 XXX   XXX   538,775,017 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities 

 
  3,164,722    -    3,164,722 

 
Deferred tax assets admitted as the result of 

application of SSAP No. 101 total  $   77,797,659  $ -  $ 77,797,659 
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The ratio percentage used to determine recovery period and threshold limitation amount was as 
follows: 

    2019  2018 

         
Ratio percentage used to determine recovery period   

    
  and threshold limitation amount   393%   394% 
Amount of adjusted capital and surplus used to determine   

    
  recovery period and threshold limitation  $ 3,990,068,953  $ 3,591,833,447 

 
The Company’s tax planning strategies do not include the use of reinsurance. 

The significant components of federal income taxes incurred for the years ended December 31, 2019 
and 2018 consisted of the following: 

    2019  2018 

         
Current year income tax provision  $ 283,808,079  $ 297,497,046 
Revisions in prior years’ estimated taxes    (3,785,230)     (43,308,258) 
Federal income tax expense excluding the tax on realized 

capital gains and before change in net deferred income 
taxes 

  
280,022,849 

 

 254,188,788 
Tax on realized capital gains   3,010,673  

 1,989,160 
Change in net deferred income taxes    (21,574,734)    50,745,131 

 Total statutory income taxes  $ 261,458,788   $ 306,923,079  
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs 
in the Company’s statements of admitted assets, liabilities and surplus at December 31, 2019 and 
2018 were as follows: 

    2019  2018  Change 

            
DTAs resulting from book/tax 
differences in 

  
       

Ordinary           
 Discounting of unpaid losses  $ 32,199,087  $ 27,379,248  $ 4,819,839 
 Advance premiums  

 4,122,960   4,603,496   (480,536) 
 Policyholder reserves  

 186,900   169,581   17,319 
 Investments  

 -   -   - 
 Deferred acquisition costs  

 24,683,173   18,214,629   6,468,544 
 Policyholder dividends accrual  

 -   -   - 
 Fixed assets  

 -   -   - 
 Compensation and benefit accruals  

 21,648,132   18,882,304   2,765,828 
 Pension accruals  

 -   -   - 
 Receivables - nonadmitted  

 -   -   - 
 Net operating loss carryforwards  

 -   -   - 
 Tax credit carryforward  

 -   -   - 
 Other   2,092,226   108,996   1,983,230 
 Bad debts  

 2,582,190   1,778,087   804,103 
 Accrued litigation  

 1,562,913   43,470   1,519,443 
 CMS Rx reserves  

 20,303,218   15,255,850   5,047,368 
 CMS risk corridor – ACA   -   -   - 
 Medicare risk adjustment data  

 -   -   - 
 Miscellaneous reserves    732,177    362,960    369,217 
 Accrued lease   502,952   824,602   (321,650) 
 Section 197 intangibles   300,963   335,359   (34,396) 
 Reinsurance fee   -   -   - 
 Provider contracts   1,027,801   163,244   864,557 

  Gross ordinary DTAs  
 111,944,692   88,121,826   23,822,866 

Statutory valuation allowance adjustment  
 -   -   - 

Nonadmitted ordinary DTAs    (13,267,892)    (10,324,167)    (2,943,725) 

  Admitted ordinary DTAs  
 98,676,800   77,797,659   20,879,141 

Capital           
 Investments  

 214,010   1,743,476   (1,529,466) 
 Net capital loss carryforwards  

 -   -   - 
 Real estate  

 -   -   - 
 Other    -    -    - 

  Gross capital DTAs  
 214,010   1,743,476   (1,529,466) 

Statutory valuation allowance adjustment  
 (214,010)   (1,743,476)   1,529,466 

Nonadmitted capital DTAs    -    -    - 
  Admitted capital DTAs    -    -    - 

  Admitted DTAs  $ 98,676,800  $ 77,797,659  $ 20,879,141 
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    2019  2018  Change 

            
DTLs resulting from book/tax differences in   

       
Ordinary           
 Investments  $ -  $ -  $ - 
 Fixed assets  

 (3,042,623)   (56,361)   (2,986,262) 
 Deferred and uncollected premium  

 -   -   - 
 Policyholder reserves  

 -   -   - 
 Other  

 -   -   - 
 Premium acquisition expense    (78,410)    (77,679)    (731) 
 CMS Rx Reserve   -   -   - 
 Reserve Transition Adjustment   (2,291,821)   (3,030,682)   738,861 

  Ordinary DTLs    (5,412,854)    (3,164,722)    (2,248,132) 
Capital           
 Investments  

 -   -   - 
 Real estate  

 -   -   - 
 Other     -    -    - 

  Capital DTLs    -    -    - 

  DTLs    (5,412,854)    (3,164,722)    (2,248,132) 

  Net deferred tax assets/(liabilities)  $ 93,263,946  $ 74,632,937  $ 18,631,009 

The Company considers all available sources of income in determination of the need for a statutory 
valuation allowance. There is no statutory valuation allowance on the ordinary DTA as the tax 
allocation agreement between the Company and Humana grants the Company the enforceable right 
to be paid for future losses it may incur. There is no ordinary DTA generated by the Company which 
Humana does not expect the consolidated tax filing group to benefit from.  A statutory valuation 
allowance has been set up for deferred taxes on future capital loss items, due to uncertainty regarding 
the timing of their reversal.   

The change in nonadmitted deferred tax assets from December 31, 2018 to 2019 was an increase 
of $2,943,725.  The change in nonadmitted deferred tax assets from December 31, 2017 to 2018 
was a decrease of $6,787,401. 

The provision for federal income taxes incurred is different from that which would be obtained by 
applying the statutory federal income tax rate to income before income taxes due principally to the 
dividends received deduction, change to nonadmitted assets & deferred tax true-ups and tax-exempt 
interest in 2019.   

The Company had no net operating loss carryforwards at December 31, 2019 or 2018. 

The following table demonstrates the income tax expense for 2018 and 2019 that is available for 
recoupment in the event of future net losses: 

  Ordinary  Capital  Total 
2018 $ 275,488,927  $ 1,989,160  $ 277,478,087 
2019  283,808,079   3,010,673   286,818,752 

  $ 559,297,006  $ 4,999,833  $ 564,296,839 

There are no deposits admitted under IRC § 6603, Deposits Made to Suspend Running of Interest 
on Potential Underpayments. 
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The Company is included in the consolidated federal income tax return of Humana and its wholly 
owned subsidiaries.  Under a written agreement, Humana allocates its federal income tax liability 
among the subsidiaries of the consolidated return group (including the Company) based on the ratio 
that each subsidiary's separate return tax liability for the year bears to the sum of the separate return 
liabilities of all subsidiaries.  Benefits for net operating losses are recognized currently.  The final 
settlement under this agreement is made after the annual filing of the consolidated income tax return. 

As part of the consolidated income tax return of Humana, the Company has accrued no tax 
contingencies during 2019 or 2018.   

As of December 31, 2019, there were no positions for which management believes it is reasonably 
possible that the total amounts of tax contingencies will significantly increase or decrease within 
12 months of the reporting date.  Humana files income tax returns in U.S. federal jurisdiction and 
several state jurisdictions.  The U.S. Internal Revenue Service (IRS) has completed its examinations 
of Humana’s consolidated income tax returns for 2017 and prior years.  Humana’s 2018 tax return is 
in the post-filing review period under the Compliance Assurance Process (CAP). Humana’s 2019 tax 
return is under advance review by the IRS under CAP.  Humana is not aware of any material 
adjustments that may be proposed as a result of any ongoing or future examinations. 

The names of the entities with whom the Company’s federal income tax return is consolidated for the 
current year include the following: 

 HUMANA INC. AND SUBSIDIARIES INCLUDED IN 2019 CONSOLIDATED FEDERAL INCOME TAX RETURN 

   
 CALENDAR YEAR ENDED DECEMBER 31, 2019 

 AFFILIATIONS SCHEDULE 

   
 CORPORATE NAME AND EMPLOYER IDENTIFICATION NUMBER 

 THE ADDRESS OF EACH COMPANY IS:   P. O. BOX 740026, LOUISVILLE, KY 40201    

   EMPLOYER 
 CORP.  IDENTIFICATION 

 NO. CORPORATION NAME NUMBER 
1 HUMANA INC.   61-0647538 
2 154TH STREET MEDICAL PLAZA, INC.   65-0851053 
3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-OWNERS, 

INC.   
20-5309363 

4 54TH STREET MEDICAL PLAZA, INC.   65-0293220 
5 AMERICAN ELDERCARE, INC.   65-0380198 
6 ARCADIAN HEALTH PLAN, INC.   20-1001348 
7 CAC MEDICAL CENTER HOLDINGS, INC.   30-0117876 
8 CAC-FLORIDA MEDICAL CENTERS, LLC  26-0010657 
9 CARENETWORK, INC.   39-1514846 

10 CAREPLUS HEALTH PLANS, INC.   59-2598550 
11 CARITEN HEALTH PLAN INC.   62-1579044 
12 CHA HMO, INC.   61-1279717 
13 CHA SERVICE COMPANY, INC.   61-1279716 
14 COMPBENEFITS COMPANY  59-2531815 
15 COMPBENEFITS CORPORATION  04-3185995 
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16 COMPBENEFITS DENTAL, INC.   36-3686002 
17 COMPBENEFITS DIRECT, INC.   58-2228851 
18 COMPBENEFITS INSURANCE COMPANY  74-2552026 
19 COMPLEX CLINICAL MANAGEMENT, INC.   45-3713941 
20 CONTINUCARE CORPORATION  59-2716023 
21 CONTINUCARE MEDICAL MANAGEMENT, INC.   65-0791417 
22 CONTINUCARE MSO, INC.   65-0780986 
23 DENTAL CARE PLUS MANAGEMENT, CORP.   36-3512545 
24 DENTICARE, INC.   76-0039628 
25 EDGE HEALTH MSO, INC.   84-2214810 
26 EDGE HEALTH, P.C.   84-2752906 
27 EMPHESYS INSURANCE COMPANY  31-0935772 
28 EMPHESYS, INC.   61-1237697 
29 FAMILY PHYSICIANS OF WINTER PARK, INC.   59-3164234 
30 FPG ACQUISITION CORP.   81-3802918 
31 FPG ACQUISITION HOLDINGS CORP.   81-3819187 
32 FPG HOLDING COMPANY, LLC  32-0505460 
33 HARRIS, ROTHENBERG INTERNATIONAL, INC.   27-1649291 
34 HEALTH VALUE MANAGEMENT, INC.   61-1223418 
35 HUMANA ACTIVE OUTLOOK, INC.   20-4835394 
36 HUMANA AT HOME (DALLAS), INC.   75-2739333 
37 HUMANA AT HOME (HOUSTON), INC.   76-0537878 
38 HUMANA AT HOME (SAN ANTONIO), INC.   01-0766084 
39 HUMANA AT HOME (TLC), INC.   75-2600512 
40 HUMANA AT HOME 1, INC.   65-0274594 
41 HUMANA AT HOME, INC.   13-4036798 
42 HUMANA BENEFIT PLAN OF ILLINOIS, INC.   37-1326199 
43 HUMANA BENEFIT PLAN OF SOUTH CAROLINA, INC.   84-3226630 
44 HUMANA BENEFIT PLAN OF TEXAS, INC. (f/k/a HUMANA BEHAVIORAL 

HEALTH, INC.)   
75-2043865 

45 HUMANA DENTAL COMPANY  59-1843760 
46 HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES, 

INC. (f/k/a TRANSCEND INSIGHTS, INC.)   
80-0072760 

47 HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.   46-4912173 
48 HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC.   58-2209549 
49 HUMANA GOVERNMENT BUSINESS, INC.   61-1241225 
50 HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.   72-1279235 
51 HUMANA HEALTH COMPANY OF NEW YORK, INC.   26-2800286 
52 HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.   61-1041514 
53 HUMANA HEALTH PLAN OF CALIFORNIA, INC.   26-3473328 
54 HUMANA HEALTH PLAN OF OHIO, INC.   31-1154200 
55 HUMANA HEALTH PLAN OF TEXAS, INC.   61-0994632 
56 HUMANA HEALTH PLAN, INC.   61-1013183 
57 HUMANA HEALTHCARE RESEARCH, INC.   42-1575099 
58 HUMANA HOME ADVANTAGE (TX), P.A.   81-0789608 
59 HUMANA INNOVATION ENTERPRISES, INC.   61-1343791 
60 HUMANA INSURANCE COMPANY  39-1263473 
61 HUMANA INSURANCE COMPANY OF KENTUCKY  61-1311685 
62 HUMANA INSURANCE COMPANY OF NEW YORK  20-2888723 
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63 HUMANA MARKETPOINT, INC.   61-1343508 
64 HUMANA MEDICAL PLAN OF MICHIGAN, INC.   27-3991410 
65 HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.   27-4460531 
66 HUMANA MEDICAL PLAN OF UTAH, INC.   20-8411422 
67 HUMANA MEDICAL PLAN, INC.   61-1103898 
68 HUMANA PHARMACY SOLUTIONS, INC.   45-2254346 
69 HUMANA PHARMACY, INC.   61-1316926 
70 HUMANA REAL ESTATE COMPANY (f/k/a PRESERVATION ON MAIN, 

INC.)   
20-1724127 

71 HUMANA REGIONAL HEALTH PLAN, INC.   20-2036444 
72 HUMANA VETERANS HEALTHCARE SERVICES, INC.   20-8418853 
73 HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE 

CORPORATION  
39-1525003 

74 HUMANADENTAL INSURANCE COMPANY  39-0714280 
75 HUMANADENTAL, INC.   61-1364005 
76 HUMCO, INC.   61-1239538 
77 HUM-e-FL, INC.   61-1383567 
78 MANAGED CARE INDEMNITY, INC.   61-1232669 
79 MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS  27-4379634 
80 METCARE OF FLORIDA, INC.   65-0879131 
81 METROPOLITAN HEALTH NETWORKS, INC.   65-0635748 
82 PARTNERS IN INTEGRATED CARE, INC.   47-2905609 
83 PARTNERS IN PRIMARY CARE (GA), P.C.   83-2624178 
84 PARTNERS IN PRIMARY CARE (KS), P.C.   82-2000699 
85 PARTNERS IN PRIMARY CARE (NC), P.C.   82-1926920 
86 PARTNERS IN PRIMARY CARE, P.A.   47-1161014 
87 PHP COMPANIES, INC.   62-1552091 
88 PREFERRED HEALTH PARTNERSHIP, INC.   62-1250945 
89 PRIMARY CARE HOLDINGS, INC.   46-1225873 
90 ROHC, LLC  75-2844854 
91 SENIORBRIDGE FAMILY COMPANIES (FL), INC.   65-1096853 
92 SENIORBRIDGE FAMILY COMPANIES (NY), INC.   36-4484443 
93 TEXAS DENTAL PLANS, INC.   74-2352809 
94 THE DENTAL CONCERN, INC.   52-1157181 
95 TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.   47-2770181 
96 TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.   47-2111323 
97 TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.   47-2750105 
98 TRANSCEND POPULATION HEALTH MANAGEMENT, LLC  46-5329373 
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6. Benefits and Loss Adjustment Expenses Payable  

Activity in benefits and loss adjustment expenses payable for the years ended December 31, 2019 
and 2018 are summarized as follows: 

  2019  2018 

       
Balance at January 1, $ 2,202,442,434  $ 2,033,585,308 
Benefits incurred and loss adjustment expenses related to      
 Current year  22,979,526,929   21,281,912,024 
 Prior year   (44,315,754)    (193,737,626) 

   22,935,211,175   21,088,174,398 
Benefits and loss adjustment expenses paid related to        
 Current year  20,553,416,121   19,411,499,315 
 Prior year   2,143,883,789   1,507,817,957 

   22,697,299,910   20,919,317,272 
Balance at December 31, $ 2,440,353,699  $ 2,202,442,434 

 
Benefits and loss adjustment expenses payable at December 31, 2018 and 2017 ultimately settled 
during 2019 and 2018 for $44,315,754 and $193,737,626 less, respectively, than the amounts 
originally estimated as a result of favorable developments of unpaid claims and claim adjustment 
expenses principally on Medicare operations.  These favorable developments were generally the 
result of ongoing analysis of recent loss development trends. Original estimates are increased or 
decreased as additional information becomes known regarding individual claims.  The Company did 
not record any adjustments to premiums related to prior period claims development. 

7. Dividend Restrictions 

Dividends or returns of capital to shareholders are noncumulative and are paid as determined by the 
Board of Directors.  In accordance with the OCI statutes, the maximum amount of dividends or returns 
of capital to shareholders which can be paid by the Company without prior approval by the OCI is the 
lesser of 10% of total surplus or net gain from operations from the prior year.  All ordinary dividends 
are limited to available and accumulated surplus funds.  Based on these restrictions, the Company 
could have paid a maximum dividend or return of capital to shareholders of approximately 
$372,000,000 in 2019 without prior regulatory approval. 

Dividends or returns of capital to shareholders paid by the Company are listed below.  These 
dividends or returns of capital to shareholders are included as dividends or returns of capital paid 
from unassigned surplus in the accompanying statements of changes in surplus depending on the 
Company’s position each year, in accordance with state regulations.  Extraordinary amounts have 
been approved by the OCI. 

    Dividend or Return of Capital 
Amount  

Date Paid    Ordinary   Extraordinary  
Dividend $ -  $ 575,000,000  April 30, 2019 
Dividend  -   100,000,000  December 30, 2019 

 Total paid in 2019 $ -  $ 675,000,000   
         

Dividend $ -  $ 975,000,000  April 20, 2018 
Dividend  -   350,000,000  December 19, 2018 

 Total paid in 2018 $ -  $ 1,325,000,000   
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8. Risk Based Capital Requirements 

The Company is required to report an assessment of its solvency based upon the NAIC’s Managed 
Care Organizations RBC analysis formulas.  This RBC requirement, referred to as ACL, is the 
minimum level of capital deemed necessary for a health insurer based on the assets held and 
business written.  The state of Wisconsin has passed legislation to adopt RBC. The Company’s Total 
Adjusted Capital must be equal to or above its ACL RBC of $1,014,950,193 or the Company, under 
the discretion of the Commissioner of the OCI, could be placed under regulatory control.   

In addition, the Company must comply with the regulations of the state of Wisconsin which require a 
minimum capital and surplus level of $3,493,860,899 or the Company could be subject to regulatory 
action.  The Company maintained capital and surplus of $4,129,404,995 and $3,720,672,880 as of 
December 31, 2019 and 2018, respectively. 

9. Related Party Transactions 

The Company has a written management agreement with Humana and other related parties whereby 
the Company is provided with medical and executive management, information systems, claims 
processing, billing and enrollment, and telemarketing and other services as required by the Company.  
These fees are allocated to benefits incurred and loss adjustment expenses and selling, general and 
administrative expenses based on the nature of the services performed.  Management fee expenses 
related to services which are shared with other related parties are allocated to the Company using a 
method that approximates an amount as if the expense had been incurred solely by the Company.   

As a part of this agreement, Humana makes cash disbursements on behalf of the Company which 
include, but are not limited to, general and administrative expenses and payroll.  

A wholly owned insurance subsidiary of Humana insures certain professional liability risks for the 
Company. Included in selling, general and administrative expenses are charges for such coverage 
of $3,158,543 and $5,036,781 for the years ended December 31, 2019 and 2018, respectively. 

Employees of the Company participate in stock based compensation plans that are sponsored by 
Humana for which the Company has no legal obligation.  The costs associated with these plans are 
being allocated to the Company based on detailed cost examination and interview processes.  As of 
December 31, 2019 and 2018 total allocated expenses associated with these plans were 
$25,328,381 and $20,266,799, respectively, and are included in the management fee noted below. 

Transactions under management agreements and service contracts charged to operations for the 
years ended December 31, 2019 and 2018 were $(497,630,601) and $(71,865,173), respectively 
which are recorded as a charge to benefits incurred and loss adjustment expenses and selling, 
general and administrative expenses in the accompanying statutory statements of revenue and 
expenses.  These amounts are net of fees received for services provided to wholly owned 
subsidiaries of Humana whereby the Company provides claims processing, billing and enrollment 
and other services as required by the subsidiaries. These amounts are allocated to the affiliates using 
a method that approximates an amount as if the expense had been incurred solely by the affiliates. 
These transactions include the expense incurred under the inter-company tax sharing agreement, 
discussed in Note 5, which were $298,325,325 and $292,138,030 for the years ended December 31, 
2019 and 2018, respectively. The Company continues to be primarily liable for any outstanding 
payments made on behalf of the Company should Humana not be able to fulfill its obligations. 

The Company reported $192,687,773 and $64,578,016 due from Humana at December 31, 2019 
and 2018, respectively, all of which was settled between the Company and Humana subsequent to 
both year ends. 
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In the ordinary course of business, the Company also directly contracts with related parties to provide 
services that are routine in nature to its members. The administrative services, access fees, and cost 
of care services provided are determined within each individual agreement. These amounts are 
included in benefits incurred and loss adjustment as well as selling, general and administrative 
expenses in the statutory statements of revenue and expenses.  

The following table identifies the amount for the administrative services, access fees, and cost of care 
services provided by related parties for the years ended December 31, 2019 and 2018, which meet 
the disclosure requirements pursuant to SSAP No. 25, Affiliate and Other Related Parties (SSAP No. 
25): 

   2019  2018 
SeniorBridge and Humana At Home, Inc. $ 164,357,710 $ 221,535,107 

Total $ 164,357,710 $ 221,535,107 

SeniorBridge and Humana at Home, Inc. provide in-home care as well as telephonic care 
management to eligible Humana members. 

In addition to the related parties above, the Company also has a contracted relationship with Humana 
Pharmacy Solutions, Inc. (HPS).  HPS is responsible for designing pharmacy benefits, including 
defining member co-share responsibilities, determining formulary listings, contracting with retail 
pharmacies, confirming member eligibility, reviewing drug utilization, and processing claims for 
Humana entities.  HPS has various contracts with pharmacy manufacturers to provide the Company 
with purchase discounts and volume rebates on certain prescription drugs utilized by its members. 
The Company has an agreement with HPS to collect pharmacy rebates on its behalf and remit them 
to the Company on a monthly basis. Any pharmacy rebates not yet received by but due from the 
pharmacy manufacturers are included in health care and other receivables in the statements of 
admitted assets, liabilities and surplus.  See Note 2(n) for further consideration of related pharmacy 
rebates. The Company had $16,437,891,312 and $15,852,736,551 of administrative service and 
prescription costs in 2019 and 2018, respectively, with HPS. The prescription costs included in fees 
paid to HPS are gross of the pharmacy rebates that the Company receives, and also includes 
payments for Medicare Part D claims that CMS reimburses the Company for through the Coverage 
Gap, Low Income and Reinsurance subsidies, discussed in Note 2(l).  

Included in the payments to HPS are also costs incurred from Humana Pharmacy, Inc. Humana 
Pharmacy, Inc. provides covered members with prescription services through use of the mail order 
as well as brick and mortar locations.  These services are limited to maintenance medication 
prescription drug and allied services and supplies normally provided to the general public in the 
ordinary course of pharmacy business.  The Company had $3,745,299,190 and $3,641,158,810 of 
prescription costs in 2019 and 2018, respectively, with Humana Pharmacy, Inc. 

The Company has an intercompany reinsurance agreement with its subsidiary, HICK.  Under the 
terms of the contract, the Company cedes business including all of its group life, specified disease, 
disability income, and accident insurance business.  For the years ended December 31, 2019 and 
2018 there were $50,534,711 and $77,747,242 premiums ceded, respectively, related to this 
agreement.    

The Company entered into a mortgage agreement with Humana on property held by the Company 
effective February 1, 1999, for $8,550,000 plus accrued interest.  The note bears interest only at the 
rate of 6.65%.  The principal and accrued interest amounts were originally due and payable to the 
Company on January 31, 2009, however, the due date was extended to January 31, 2021.  The 
Company carries this note at book value of $8,550,000. 
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The Company received no capital contributions in the years ended December 31, 2019 or 2018.    

Humana forgave $19,984,786 of the Company’s tax liability due to Humana as part of the Company’s 
tax sharing agreement during 2019.  The portion of the tax balance being forgiven is associated with 
an issue that is currently subject to IRS Appeals.  The forgiveness was accounted for as contributed 
surplus per SSAP No. 72 Surplus and Quasi-Reorganizations (SSAP No. 72). 

10. Employee Benefit Plans 

The Company’s employees are eligible to participate in the Humana Retirement Savings Plan (the 
Plan), a defined contribution plan, sponsored by Humana.  The Plan maintains two accounts, the 
Savings Account and the Retirement Account.  Humana’s total contributions paid to the Plan were 
$219,268,247 and $194,704,927 for the years ended December 31, 2019 and 2018, respectively.  Of 
these contributions, the Company contributed $110,527,415 and $93,255,484 during 2019 and 2018, 
respectively, which are included in selling, general and administrative expenses in the accompanying 
statements of revenue and expenses.  As of December 31, 2019 and 2018, the fair market value of 
the Humana Retirement Savings Plan’s assets were $5,344,599,370 and $4,284,204,823, 
respectively. 

11. Lease Commitments 

The Company has entered into operating leases for medical and administrative office space and 
equipment with lease terms ranging from one to six years.  Operating lease rental payments charged 
to expenses for the years ended December 31, 2019 and 2018 was $40,170,122 and $19,852,732, 
respectively, which are included in selling, general and administrative expenses in the accompanying 
statements of revenue and expenses.   

In 2019 and 2017, the Company terminated lease agreements early resulting in the recognition of a 
liability included within accounts payable and accrued expenses within the accompanying statements 
of admitted assets, liabilities and surplus.  The following table includes the leases terminated and the 
related liability remaining at December 31, 2019 and 2018: 

 2019  2018 
Tempe Commerce Center $ 359,844 $ - 
Memphis TN  -  8,032 
 Total liability $ 359,844 $ 8,032 

Future minimum rental payments required under operating leases as of December 31, 2019, which 
have initial or remaining noncancelable lease terms in excess of one year, were as follows: 

Years Ended December 31,  
2020 $ 20,518,812 
2021  19,158,398 
2022  14,204,849 
2023  7,254,354 
2024  2,784,427 
Thereafter  12,442,987 
 Total minimum lease payments $ 76,363,827 
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12. Contingencies and Concentrations of Risk 

a. CMS Contracts:  The Company’s MA and Medicare Part D contracts (the Contracts) with CMS 
are renewed generally for a calendar year term unless CMS notifies the Company of its decision 
not to renew by May 1 of the calendar year in which the contract would end, or the Company 
notifies CMS of its decision not to renew by the first Monday in June of the calendar year in which 
the contract would end.  Earned premiums relating to the Contracts were $23,670,125,040 and 
$22,195,966,618 for the years ended December 31, 2019 and 2018, respectively.  The loss of 
the Contracts or significant changes in the Medicare program as a result of legislative or 
regulatory action, including reductions in premium payments, or increases in member benefits or 
changes to member eligibility criteria without corresponding increases in premium payments, 
may have a material adverse effect on the Company’s statutory statements of admitted assets, 
liabilities and surplus, and related statutory statements of revenue and expenses, changes in 
surplus, and cash flows.  All material contracts between the Company and CMS relating to its 
Medicare products have been renewed for 2020, and all product offerings filed with CMS for 2020 
have been approved.   

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to health 
status of covered members.  The risk-adjustment model, which CMS implemented pursuant to 
the BBA and BIPA, generally, pays more where a plan’s membership has higher expected costs.  
Under this model, rates paid to MA plans are based on actuarially determined bids, which include 
a process whereby prospective payments are based on the Company’s estimated cost of 
providing standard Medicare-covered benefits to an enrollee with a “national average risk profile.”  
That baseline payment amount is adjusted to reflect the health status of the Company’s enrolled 
membership.  Under the risk-adjustment methodology, all MA plans must collect and submit the 
necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician 
providers to CMS within prescribed deadlines.  The CMS risk-adjustment model uses the 
diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS adjusts 
for coding pattern differences between the health plans and the government fee-for-service 
program.  The Company generally relies on providers, including certain providers in its network 
who are employees of affiliates of the Company, to code their claim submissions with appropriate 
diagnoses, which the Company sends to CMS as the basis for the Company’s payment received 
from CMS under the actuarial risk-adjustment model.  The Company also relies on these 
providers to document appropriately all medical data, including the diagnosis data submitted with 
claims. In addition, the Company conducts medical record reviews as part of its data and payment 
accuracy compliance efforts, to more accurately reflect diagnosis conditions under the risk 
adjustment model.  These compliance efforts include the internal contract level audits described 
in more detail below as well as ordinary course reviews of the Company’s internal business 
processes. 

CMS is phasing-in the process of calculating risk scores using diagnoses data from the RAPS to 
diagnoses data from the EDS. The RAPS process requires MA plans to apply a filter logic based 
on CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions 
through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the 
risk adjustment filtering logic to determine the risk scores. For 2019, 25% of the risk score was 
calculated from claims data submitted through EDS. CMS will increase that percentage to 50% 
in 2020 and has proposed to increase that percentage to 75% in 2021. The phase-in from RAPS 
to EDS could result in different risk scores from each dataset as a result of plan processing 
issues, CMS processing issues, or filtering logic differences between RAPS and EDS, and could 
have a material adverse effect on the Company’s results of statutory statements of revenue and 
expenses, changes in surplus, or cash flows.   
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CMS and the Office of the Inspector General of Health and Human Services (HHS-OIG) are 
continuing to perform audits of various companies’ selected MA contracts related to this risk 
adjustment diagnosis data.  These audits are referred to herein as Risk-Adjustment Data 
Validation (RADV) audits.  RADV audits review medical records in an attempt to validate provider 
medical record documentation and coding practices which influence the calculation of premium 
payments to MA plans.  

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C 
Medicare Advantage RADV Contract-Level Audits.”  The payment error calculation methodology 
provided that, in calculating the economic impact of audit results for an MA contract, if any, the 
results of the RADV audit sample would be extrapolated to the entire MA contract after a 
comparison of the audit results to a similar audit of the government’s traditional fee-for-service 
Medicare program, or Medicare FFS.  The Company refers to the process of accounting for errors 
in FFS claims as the FFS Adjuster.  This comparison of RADV audit results to the FFS error rate 
is necessary to determine the economic impact, if any, of RADV audit results because the 
government used the Medicare FFS program data set, including any attendant errors that are 
present in that data set, to estimate the costs of various health status conditions and to set the 
resulting adjustments to MA plans’ payment rates in order to establish actuarial equivalence in 
payment rates as required under the Medicare statute.  CMS already makes other adjustments 
to payment rates based on a comparison of coding pattern differences between MA plans and 
Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus 
the Medicare FFS program dataset). 

The final RADV extrapolation methodology, including the first application of extrapolated audit 
results to determine audit settlements, is expected to be applied to CMS RADV contract level 
audits conducted for contract year 2011 and subsequent years. CMS is currently conducting 
RADV contract level audits for certain of the Company’s Medicare Advantage plans for payment 
years 2015, 2014 and 2012.  

Estimated audit settlements are recorded as a reduction of earned premiums in the statutory 
statements of revenue and expenses, based upon available information. The Company performs 
internal contract level audits based on the RADV audit methodology prescribed by CMS. To date, 
the Company has completed these audits for payment years 2011-2014. Included in these 
internal contract level audits is an audit of the Company’s Private Fee-For-Service business 
which the Company used to represent a proxy of the FFS Adjuster which has not yet been 
finalized.  The Company based its accrual of estimated audit settlements for each contract year 
on the results of these internal contract level audits and update its estimates as each audit is 
completed.  Estimates derived from these results were not material to the Company’s statutory 
statements of admitted assets, liabilities and surplus, and related statutory statements of revenue 
and expenses, changes in surplus, and cash flows.  The Company reports the results of these 
internal contract level audits to CMS, including identified overpayments, if any.   

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which are 
referred to as the “Proposed Rule”) related to, among other things, the RADV audit methodology 
described above. If implemented, the Proposed Rule would use extrapolation in RADV audits 
applicable to payment year 2011 contract-level audits and all subsequent audits, without the 
application of a FFS Adjuster to audit findings. Humana believes that the Proposed Rule fails to 
address adequately the statutory requirement of actuarial equivalence, and has provided 
substantive comments to CMS on the Proposed Rule as part of the notice-and-comment 
rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any 
related regulatory, industry or company reactions, could have a material adverse effect on the 
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Company’s statutory statements of admitted assets, liabilities and surplus, and related statutory 
statements of revenue and expenses, changes in surplus, and cash flows. 

In addition, as part of the Company’s internal compliance efforts, it routinely performs ordinary 
course reviews of its internal business processes related to, among other things, its risk coding 
and data submissions in connection with the risk-adjustment model.  These reviews may also 
result in the identification of errors and the submission of corrections to CMS, that may, either 
individually or in the aggregate, be material.  As such, the results of these reviews may have a 
material adverse effect on the Company results of statutory statements of revenue and expenses, 
changes in surplus, or cash flows. 

Humana believes that, CMS' statements and policies regarding the requirement to report and 
return identified overpayments received by MA plans are inconsistent with CMS' 2012 RADV 
audit methodology, and the Medicare statute's requirements. These statements and policies, 
such as certain statements contained in the preamble to CMS’ final rule release regarding MA 
and Part D prescription drug benefit program regulations for Contract Year 2015 (referred to as 
the "Overpayment Rule"), and the Proposed Rule, appear to equate each MA risk adjustment 
data error with an “overpayment” without addressing the principles underlying the FFS Adjuster 
referenced above.  On September 7, 2018, the Federal District Court for the District of Columbia 
vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, including the 
requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary and 
capricious in departing from CMS's RADV methodology without adequate explanation (among 
other reasons). CMS has appealed the decision to the Circuit Court of Appeals. 

The Company will continue to work with CMS to ensure that MA plans are paid accurately and 
that payment model principles are in accordance with the requirements of the Social Security 
Act, which, if not implemented correctly could have a material adverse effect on the Company’s 
statutory statements of admitted assets, liabilities and surplus, and related statutory statements 
of revenue and expenses, changes in surplus and cash flows. 

The achievement of Star ratings of 4-Star or higher qualifies MA plans for premium bonuses. The 
Company’s MA plans' operating results may be significantly affected by their star ratings. Despite 
the Company’s operational efforts to improve its star ratings, there can be no assurances that it 
will be successful in maintaining or improving its star ratings in future years. In addition, audits of 
the Company’s performance for past or future periods may result in downgrades to its Star 
ratings. Accordingly, the Company’s plans may not be eligible for full level quality bonuses, which 
could adversely affect the benefits such plans can offer, reduce membership and/or reduce profit 
margins. 

b.    COVID-19:  The spread of the novel coronavirus, or COVID-19, and the emergence of stay-at-
home and physical distancing orders and other restrictions on movement and economic activity 
intended to reduce the spread of COVID-19 in the second half of March 2020 in the United States 
of America, has impacted the Company’s business.  A number of significant variables and 
uncertainties precludes any estimation as to the ultimate impact from COVID-19 including, 
among others, the severity and duration of the pandemic, continued actions taken to mitigate the 
spread of COVID-19 and in turn, relax those restrictions, the timing and degree in resumption of 
demand for deferred health care services, the ability of our commercial members to pay their 
premium, the nature and level of diagnostic testing, the cost and timing of new therapeutic 
treatments and vaccines. 

Attachment 2.5.5.1-5 HIC 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
45 of 60

Exempt from Business Proposal 
and Total Page Limits

319(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2019 and 2018 

44 
           

c. Legal Proceedings: During the ordinary course of business, the Company is subject to pending 
and threatened legal actions.  Management of the Company does not believe any of these actions 
will have a material adverse effect on the Company’s statements of admitted assets, liabilities 
and surplus, or on the related statutory statements of revenue and expenses, changes in surplus, 
and cash flows.  The outcome of current or future litigation or governmental or internal 
investigations cannot be accurately predicted nor can the Company predict any resulting 
judgments, penalties, fines or other sanctions that may be imposed at the discretion of federal or 
state regulatory authorities or as a result of actions by third parties.  Nevertheless, it is reasonably 
possible that any such outcome of litigation, judgments, penalties, fines or other sanctions could 
be substantial, and the outcome of these matters may have a material adverse effect on statutory 
statements of revenue and expenses, changes in surplus, and cash flows, and may also affect 
the Company’s reputation. 

As previously disclosed, the Civil Division of the United States Department of Justice had 
provided Humana's legal counsel with an information request concerning Humana’s Medicare 
Part C risk adjustment practices.  The request relates to Humana's oversight and submission of 
risk adjustment data generated by providers in its MA network, as well as to its business and 
compliance practices related to risk adjustment data generated by its providers and by Humana, 
including medical record reviews conducted as part of its data and payment accuracy compliance 
efforts, the use of health and well-being assessments, and fraud detection efforts. Humana 
believes that this request for information is in connection with a wider review of Medicare Risk 
Adjustment generally that includes a number of MA plans, providers and vendors.  Humana 
continues to cooperate with and voluntarily respond to the information requests from the 
Department of Justice.  These matters are expected to result in additional qui tam litigation. 

As previously disclosed, on January 19, 2016, an individual filed a qui tam suit captioned United 
States of America ex rel. Steven Scott v. Humana, Inc., in United States District Court, Central 
District of California, Western Division. The complaint alleges certain civil violations by Humana 
in connection with the actuarial equivalence of the plan benefits under Humana’s Basic PDP plan, 
a prescription drug plan offered by it under Medicare Part D. The action seeks damages and 
penalties on behalf of the United States under the False Claims Act. The court ordered the qui 
tam action unsealed on September 13, 2017, so that the relator could proceed, following notice 
from the U.S. Government that it was not intervening at that time. On January 29, 2018, the suit 
was transferred to the United States District Court, Western District of Kentucky, Louisville 
Division. Humana takes seriously its obligations to comply with applicable CMS requirements 
and actuarial standards of practice, and continues to vigorously defend against these allegations 
since the transfer to the Western District of Kentucky. Humana has engaged in active discovery 
with the relator who has pursued the matter on behalf of the United States following its unsealing, 
and expects that discovery process to conclude in the near future and for the Court to consider 
its motion for summary judgment.  

d. Economic Risks:  General inflationary pressures may affect the costs of medical and other care, 
increasing the costs of claims expenses submitted to the Company.  

e. Securities & Credit Markets Risks:  Volatility or disruption in the securities and credit markets 
could impact the Company’s investment portfolio.  The Company evaluates investment securities 
for impairment on a quarterly basis.  This review is subjective and requires a high degree of 
judgment.  There is a continuing risk that declines in fair value may occur and material realized 
losses from sales or other-than-temporary impairments may be recorded in future periods. 

f. Penn Treaty:  Penn Treaty is a financially distressed unaffiliated long-term care insurance 
company. On March 1, 2017, the Pennsylvania Commonwealth Court approved the liquidation 
of Penn Treaty. Under state guaranty assessment laws, including those related to state 
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cooperative failures in the industry, the Company may be assessed (up to prescribed limits) for 
certain obligations to the policyholders and claimants of insolvent insurance companies that write 
the same line or lines of business as the Company. This court ruling triggered a guaranty fund 
assessment for the Company in the first quarter of 2017. Based on current information, the 
assessment is estimated at approximately $32,864,295 with a remaining unpaid balance as of 
December 31, 2019 of $9,006,178 included in accounts payable and accrued expenses in the 
accompanying statements of admitted assets, liabilities and surplus. The Company has also 
recognized an asset for premium tax credits associated with the assessment at December 31, 
2019 and 2018 of $12,463,679 and $14,213,948, respectively, which are expected to be realized 
over the next 20 years. While the ultimate payment timing and associated recovery is currently 
unknown, the Company anticipates that the majority of the assessments will be paid within the 
next 5 years.  

 The below table reconciles the asset for premium tax credits associated with the assessment at 
December 31, 2018 to those reported at December 31, 2019. 

a.) Assets recognized from paid and accrued 
premium tax offsets and policy surcharges 
prior year-end $ 14,213,948 

b.)  Decreases current year:     
Misc. Adjustments  1,750,269 

c.)  Increases current year:    - 
d.) Assets recognized from paid and accrued 

premium tax offsets and policy surcharges 
current year-end $ 12,463,679 

Discount rate applied:   3.50% 

The Undiscounted and Discounted Amount of the Guaranty Fund assessments and Related 
Assets by Insolvency: 

Name of the 
Insolvency  

Guaranty Fund Assessment  Related Assets 
 Undiscounted  Discounted  Undiscounted  Discounted 

Penn Treaty $ 46,667,299 $ 32,864,295 $ 28,063,537 $ 12,463,679 

Number of Jurisdictions, Ranges of Years Used to Discount and Weighted Average Number of 
Years of the Discounting Time Period for Payables and Recoverables by Insolvency: 

Name of the 
Insolvency  

Payables Recoverables 

Number of 
Jurisdictions 

Range of 
Years 

Weighted 
Average 

Number of 
Years 

Number of 
Jurisdictions 

Range of 
Years 

Weighted 
Average 
Number 
of Years 

 Penn Treaty  50 states  
1 to 70 

years  11.96 years  39 states 
1 to 20 

years 8.1 years  

13. Uninsured Plans 

Information for the year ended December 31, 2019 regarding the profitability of ASO plans and the 
uninsured portion of partially insured plans for which the Company provides administrative services 
were as follows: 
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  ASO Uninsured 
Plans  

Uninsured Portion 
of Partially Insured 

Plans  Total 
Net reimbursement for administrative expenses 

(including administrative fees) in excess of actual 
expenses $ 8,992,793  $ (21,934,669)  $ (12,941,877) 

Total net other income or expenses (including 
interest paid to or received from plans)   (8,544)    (51,302)    (59,846) 

 Net gain (loss) from operations $ 8,984,249  $ (21,985,971)  $ (13,001,723) 
 Total claim payment volume  211,319,360   418,635,207   629,954,567 

As of December 31, 2019, the Company has recorded a receivable from CMS of $482,892,958 
related to the cost share and reinsurance components of administered Medicare products and a 
receivable from ASO customers of $12,042,800.  The Company has recorded receivables from the 
following payors whose account balance are greater than 10% of the Company’s accounts receivable 
from uninsured accident and health plans or $10,000: 

 2019 
Advocate Health Care APP $ 2,653,200 
Excela Health 1,125,444 
Maricopa Community College 1,116,047 
Baptist Health Floyd 921,229 

 
 2018 
Advocate Health Care APP  $ 2,273,917 
Maricopa Community College 967,906 
DST Systems Inc. 919,670 
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Investment Risk Interrogatories 

Of the Humana Insurance Company  
Insurance Company Address (City, State, Zip Code) P.O. Box 740036   Louisville, Kentucky 40201-7436 
NAIC Group Code   0119  NAIC Company Code   73288  Employer’s ID Number 39-1263473  
 
The Investment Risks Interrogatories are to be filed by April 1.  They are also to be included with the Audited 
Statutory Financial Statements. 

Answer the following interrogatories by stating the applicable U.S. dollar amounts and percentages of the 
reporting entity’s total admitted assets held in that category of investments. 

1. Reporting entity’s total admitted assets as reported on Page 3 of the statement of admitted assets, 
liabilities and surplus. $7,990,533,957. 

2. Ten largest exposures to a single issuer/borrower/investment. 

 1 2 3 4 

 Issuer 
Description of 

Exposure Amount 

Percentage of 
Total Admitted 

Assets 
2.01 The Goldman Sachs Group, Inc.  BONDS $  55,469,072  0.69% 
2.02 Pfizer Inc.  BONDS   51,865,485  0.65% 
2.03 Toyota Motor Credit Corporation  BONDS   50,672,042  0.63% 
2.04 Bank of America Corporation  BONDS   50,168,604  0.63% 
2.05 Cd 2017-Cd3  BONDS   46,791,640  0.59% 
2.06 Bristol-Myers Squibb Company  BONDS   45,774,713  0.57% 
2.07 Apple Inc.  BONDS   45,406,896  0.57% 
2.08 Wells Fargo & Company  BONDS   43,378,866  0.54% 
2.09 BMW US Capital, LLC  BONDS   43,329,288  0.54% 
2.10 The Walt Disney Company  BONDS   42,514,035  0.53% 
 

3. Amounts and percentages of the reporting entity’s total admitted assets held in bonds and preferred 
stocks by NAIC rating. 

  

 Bonds 
 

1 2  
Preferred 

Stocks 
 

3 4 
3.01 NAIC-1 $ 4,080,097,234 51.06% 3.07 P/RP-1 $ - 0.00% 
3.02 NAIC-2  673,748,121 8.43% 3.08 P/RP-2  - 0.00% 
3.03 NAIC-3  183,353,137 2.29% 3.09 P/RP-3  - 0.00% 
3.04 NAIC-4  6,759,488 0.08% 3.10 P/RP-4  - 0.00% 
3.05 NAIC-5  - 0.00% 3.11 P/RP-5  - 0.00% 
3.06 NAIC-6  294,400 0.00% 3.12 P/RP-6  - 0.00% 
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4. Assets held in foreign investments: 

4.01 
Are assets held in foreign investments less than 2.5% of 
the reporting entity's total admitted assets? 

 
Yes    [    ] No    [ X   ] 

4.02 Total admitted assets held in foreign investments. $ 343,695,145 4.30% 
4.03 Foreign-currency-denominated investments.  - 0.00% 

4.04 
Insurance liabilities denominated in that same foreign 
currency 

 
- 0.00% 

       

 
If response, to 4.01 above is yes, responses are not 
required for interrogatories 5 -10.  

 
5. Aggregate foreign investment exposure categorized by NAIC sovereign rating: 

       1 2 
5.01 Countries rated NAIC - 1 $ 343,695,145 4.30% 
5.02 Countries rated NAIC - 2  - 0.00% 
5.03 Countries rated NAIC - 3 or below  - 0.00% 

 
6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC 

sovereign rating: 

       1 2 
 Countries rated NAIC - 1:    

6.01 Country: Cayman Islands $ 233,279,432 2.92% 
6.02 Country: United Kingdom  37,682,923 0.47% 

         
 Countries rated NAIC - 2    

6.03 Country:  $ - 0.00% 
6.04 Country:   - 0.00% 

         
 Countries rated NAIC - 3 or below    

6.05 Country:  $ - 0.00% 
6.06 Country:   - 0.00% 

 
7. Aggregate unhedged foreign currency exposure:   

    

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating: 

 
  

 1 2 
$ - 0.00% 

       1 2 
8.01 Countries rated NAIC - 1 $ - 0.00% 
8.02 Countries rated NAIC - 2  - 0.00% 
8.03 Countries rated NAIC - 3 or below  - 0.00% 

Attachment 2.5.5.1-5 HIC 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
51 of 60

Exempt from Business Proposal 
and Total Page Limits

325(E)



Humana Insurance Company 
Investment Risk Interrogatories 
Statutory Basis of Accounting  
December 31, 2019 
 

50 
 

9. NAIC sovereign rating: 
 

       1 2 
 Countries rated NAIC - 1:    
9.01 Country:  $ - 0.00% 
9.02 Country:   - 0.00% 

         
 Countries rated NAIC - 2    

9.03 Country:  $ - 0.00% 
9.04 Country:   - 0.00% 

         
 Countries rated NAIC - 3 or below    

9.05 Country:  $ - 0.00% 
9.06 Country:   - 0.00% 

 
10. List the 10 largest nonsovereign (i.e. nongovernmental) foreign issues: 

 1 2 3 4 
 Issuer NAIC Rating   
10.01 Diageo Capital plc 1FE, 2FE  $ 22,552,890 0.28% 

10.02 
Park Avenue Institutional Advisers CLO 
Ltd 2017-1 1FE   18,850,000 0.24% 

10.03 RR 3 LTD 1FE   16,625,000 0.21% 
10.04 CBAM 2017-1, Ltd. 1FE   14,993,788 0.19% 

10.05 
Carlyle Global Market Strategies CLO 
2014-3-R Ltd 1FE   14,342,494 0.18% 

10.06 
Neuberger Berman Loan Advisers Clo 
26, Ltd. 1FE   13,841,822 0.17% 

10.07 Tiaa Clo III Ltd 1FE   12,880,000 0.16% 
10.08 Palmer Square CLO 2018-2 Ltd 1FE   12,848,784 0.16% 
10.09 Carlyle US CLO 2017-4 Ltd 1FE   12,500,000 0.16% 

10.10 
AerCap Ireland Capital Designated 
Activity Company 2FE   11,969,050 0.15% 
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11. Amounts and percentage of the reporting entity’s total admitted assets held in Canadian investments 
and unhedged Canadian currency exposure: 

11.01 
Are assets held in Canadian investments less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

        

 
If response to 11.01 above is yes, responses are not 
required for the remainder of interrogatory 11.   

        
11.02 Total admitted assets held in Canadian Investments $ - 0.00% 
11.03 Canadian-currency-denominated investments - 0.00% 
11.04 Canadian-denominated insurance liabilities - 0.00% 
11.05 Unhedged Canadian currency exposure - 0.00% 

 
12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 

investments with contractual sales restrictions. 

12.01 

Are assets held in investments with contractual sales 
restrictions less than 2.5 % of the reporting entity's 
total admitted assets? Yes    [  X  ] No    [       ] 

         

 
If response to 12.01 above is yes, responses are not 
required for the remainder of interrogatory 12. 

 
 

         
 1  2 3 

12.02 
Aggregate statement value of investments with 
contractual  

 
  

 sales restrictions $ - 0.00% 

         

 
Largest 3 investments with contractual sales 
restrictions 

 
  

12.03   - 0.00% 
12.04   - 0.00% 
12.05   - 0.00% 
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13. Amounts and percentage of admitted assets held in the largest 10 equity interests: 

13.01 
Are assets held in equity interests less than 2.5% of 
the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

         

 
If response to 13.01 above is yes, responses are not 
required for the remainder of interrogatory 13.  

       
 1  2 3 
 Name of Issuer    
13.02 - $ - 0.00% 
13.03 -  - 0.00% 
13.04 -  - 0.00% 
13.05 -  - 0.00% 
13.06 -  - 0.00% 
13.07 -  - 0.00% 
13.08 -  - 0.00% 
13.09 -  - 0.00% 
13.10 -  - 0.00% 
13.11 -  - 0.00% 

 
14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately 

placed equities: 

14.01 

Are assets held in nonaffiliated, privately placed 
equities less than 2.5% of the reporting entity's total 
admitted assets? Yes    [  X  ] No    [       ] 

         

 
If response to 14.01 above is yes, responses are not 
required for the remainder of interrogatory 14. 

 
 

         
 1  2 3 

14.02 
Aggregate statement value of investments held in 
nonaffiliated, privately placed equities $ - 0.00% 

         

 
Largest 3 investments held in nonaffiliated, privately 
placed equities: 

 
  

14.03   - 0.00% 
14.04   - 0.00% 
14.05   - 0.00% 
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15. Amounts and percentage of the reporting entity’s total admitted assets held in general partnership 
interests: 

15.01 

 Are assets held in general partnership interests less 
than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

      

 
If response to 15.01 above is yes, responses are not 
required for the remainder of interrogatory 15.  

      
 1  2 3 

15.02 
Aggregate statement value of investments held in 
general partnership interests $ - 0.00% 

      

 
Largest 3 investments held in general partnership 
interests: 

 
  

15.03   - 0.00% 
15.04   - 0.00% 
15.05   - 0.00% 
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16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans: 

16.01 
Are mortgage loans reported on Schedule B less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

    

 

If response to 16.01 above is yes, responses are not 
required for the remainder of interrogatory 16 and 
interrogatory 17.  

    
 1  2 3 
 Type (Residential, Commercial, Agricultural)    
16.02 - $ - 0.00% 
16.03 -  - 0.00% 
16.04 -  - 0.00% 
16.05 -  - 0.00% 
16.06 -  - 0.00% 
16.07 -  - 0.00% 
16.08 -  - 0.00% 
16.09 -  - 0.00% 
16.10 -  - 0.00% 
16.11 -  - 0.00% 

    
 Amounts and percentages of the reporting entity's 

total admitted assets held in the following categories 
of mortgage loans:  

    
   Loans 

   1 2 
16.12 Construction loans $ - 0.00% 
16.13 Mortgage loans over 90 days past due  - 0.00% 
16.14 Mortgage loans in the process of foreclosure  - 0.00% 
16.15 Mortgage loans foreclosed  - 0.00% 
16.16 Restructured mortgage loans  - 0.00% 
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17. Aggregate mortgage loans having the following loan-to-value ratios as determined from the most 
current appraisal as of the annual statement date: 

 Loan-to-Value  Residential  Commercial  Agricultural 

  
 1 2  3 4  5 6 

17.01 above 95% $ - 0.00% $ - 0.00% $ - 0.00% 

17.02 91% to 95%  - 0.00%  - 0.00%  - 0.00% 

17.03 81% to 90%  - 0.00%  - 0.00%  - 0.00% 

17.04 71% to 80%  - 0.00%  - 0.00%  - 0.00% 

17.05 below 70%  - 0.00%  - 0.00%  - 0.00% 
 

18. Amounts and percentage of the reporting entity’s total admitted assets held in each of the five largest 
investments in real estate: 

18.01 

Are assets held in real estate reported in Schedule A 
less than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

         
 Largest five investments in any one parcel or group of contiguous parcels of real estate. 

 Description    
 1  2 3 
18.02 - $ - 0.00% 
18.03 -  - 0.00% 
18.04 -  - 0.00% 
18.05 -  - 0.00% 
18.06 -  - 0.00% 
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19. Report aggregate amounts and percentage of the reporting entity’s total admitted assets held in 
investments held in mezzanine real-estate loans. 

19.01 

Are assets held in real estate reported in mezzanine 
real-estate loans less than 2.5% of the reporting 
entity's total admitted assets? 

 

Yes    [   X   ] No    [       ] 

    

 
If response 19.01 above is yes, responses are not 
required for the remainder of interrogatory 19. 

 
 

     

19.02 
Aggregate statement value of investments held in 
mezzanine real-estate loans: 

 
 

    2 3 
   $ - 0.00% 

      

 
Largest three investments in any one parcel or group 
of contiguous parcels of real estate. 

 
 

      
 Description    
 1  2 3 
19.03 - $ - 0.00% 
19.04 -  - 0.00% 
19.05 -  - 0.00% 

 

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types 
of agreements: 

    At Year-end   At End of Each Quarter 

             

        1st Qtr  
2nd 
Qtr  3rd Qtr 

    1 2   3  4  5 
20.01 Securities Lending agreements $ - 0.00%  $ - $ - $ - 

20.02 Repurchase agreements  - 0.00%   -  -  - 

20.03 
Reverse repurchase 
agreements  - 0.00%   -  -  - 

20.04 Dollar repurchase agreements  - 0.00%   -  -  - 

20.05 
Dollar reverse repurchase 
agreements  - 0.00%   -  -  - 
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21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to 
other financial instruments, options, caps, and floors:  

    Owned   Written 
        1st Qtr 2nd Qtr 
    1 2   3 4 
21.01 Hedging $ - 0.00%  $ - 0.00% 
21.02 Income Generation  - 0.00%   - 0.00% 
21.03 Other  - 0.00%   - 0.00% 

 

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
collars, swaps, and forwards: 

    At Year-end   At End of Each Quarter 

             

   
 

  
  1st 

Qtr 
 

2nd Qtr 
 3rd 

Qtr 
    1 2   3  4  5 
22.01 Hedging $ - 0.00%  $ - $ - $ - 
22.02 Income Generation  - 0.00%   -  -  - 
22.03 Replications  - 0.00%   -  -  - 
22.04 Other  - 0.00%   -  -  - 

 

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
futures contracts: 

    At Year-end   At End of Each Quarter 

             

   
 

  
  

1st Qtr 
 

2nd Qtr 
 3rd 

Qtr 
    1 2   3  4  5 
23.01 Hedging $ - 0.00%  $ - $ - $ - 
23.02 Income Generation  - 0.00%   -  -  - 
23.03 Replications  - 0.00%   -  -  - 
23.04 Other  - 0.00%   -  -  - 
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Summary Investment Schedule  Gross Investment Holdings   
Admitted Assets as Reported in 

the Annual Statement 

  1  2   1  2 

  Amount  Percentage   Amount  Percentage 

1. Long-Term Bonds          
 1.01 U.S. governments $ 49,880,748  0.85%  $ 49,880,748  0.85% 
 1.02 All other governments  -  0.00%   -  0.00% 

 1.03 U.S. states, territories and possessions, etc. guaranteed  82,100,971  1.40%   82,100,971  1.40% 

 1.04 
U.S. political subdivisions of states, territories, and 

possessions, guaranteed  76,481,989  1.31%   76,481,989  1.31% 

 1.05 
U.S. special revenue and special assessment obligations, 

etc. non-guaranteed  1,471,704,396  25.18%   1,471,704,396  25.18% 
 1.06 Industrial and miscellaneous  1,896,705,219  32.45%   1,896,705,219  32.45% 

 1.07 Hybrid securities  -  0.00%   -  0.00% 
 1.08 Parent, subsidiaries and affiliates  -  0.00%   -  0.00% 

 1.09 SVO identified funds  -  0.00%   -  0.00% 
 1.10 Unaffiliated Bank loans  -  0.00%   -  0.00% 
 1.11 Total long-term bonds  3,576,873,323  61.19%   3,576,873,323  61.20% 

2. Preferred stocks             
 2.01 Industrial and miscellaneous (Unaffiliated)  -  0.00%   -  0.00% 
 2.02 Parent, subsidiaries and affiliates  -  0.00%   -  0.00% 
 2.03 Total preferred stocks  -  0.00%   -  0.00% 

3. Common stocks             

 3.01 Industrial and miscellaneous Publicly traded (Unaffiliated)  -  0.00%   -  0.00% 
 3.02 Industrial and miscellaneous Other (Unaffiliated)  -  0.00%   -  0.00% 
 3.03 Parent, subsidiaries and affiliates Publicly traded  -  0.00%   -  0.00% 
 3.04 Parent, subsidiaries and affiliates Other  675,991,500  11.57%   675,991,500  11.57% 
 3.05 Mutual funds  -  0.00%   -  0.00% 
 3.06 Unit investment trusts  -  0.00%   -  0.00% 
 3.07 Closed-end funds  -  0.00%   -  0.00% 
 3.08 Total common stocks  675,991,500  11.57%   -  0.00% 

4. Mortgage loans          
 4.01 Farm mortgages  -  0.00%   -  0.00% 
 4.02 Residential mortgages  -  0.00%   -  0.00% 
 4.03 Commercial mortgages  8,550,000  0.15%   8,550,000  0.15% 
 4.04 Mezzanine real estate loans  -  0.00%   -  0.00% 
 4.05 Total mortgage loans  8,550,000  0.15%   8,550,000  0.15% 
5. Real estate          
 5.01 Properties occupied by company  12,321,647  0.21%   12,321,647  0.21% 

 5.02 Properties held for production of income  -  0.00%   -  0.00% 

 5.03 Properties held for sale  -  0.00%   -  0.00% 

 5.04 Total real estate  12,321,647  0.21%   12,321,647  0.21% 
6. Cash, cash equivalents and short-term investments          
 6.01 Cash   58,058,892  0.99%   58,058,892  0.99% 
 6.02 Cash equivalents   883,095,733  15.11%   883,095,733  15.11% 
 6.03 Short-term investments   629,939,908  10.78%   629,939,909  10.78% 
 6.04 Total cash, cash equivalents and short-term investments  1,571,094,533  26.88%   1,571,094,534  26.88% 

7. Contract loans  -  0.00%   -  0.00% 
8. Derivatives  -  0.00%   -  0.00% 
9. Other invested assets  -  0.00%   -  0.00% 

10. Receivables for securities  10,000  0.00%   10,000  0.00% 

11. Securities Lending  -  0.00%   -  0.00% 
12. Other invested assets  -  0.00%   -  0.00% 

 13. Total invested assets $ 5,844,841,003  100.00%  $ 5,844,841,004  100.00% 
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PricewaterhouseCoopers LLP,  500 West Main Street, Suite 1800, Louisville, KY  40202-4264 
T: 502 589 6100; F: 502 585 7875, www.pwc.com/us 
 

Report of Independent Auditors 
 
 

To the Board of Directors of Humana Insurance Company 
 
We have audited the accompanying statutory financial statements of Humana Insurance Company, which 
comprise the statutory statements of admitted assets, liabilities and surplus as of December 31, 2018 and 
2017, and the related statutory statements of revenue and expenses and changes in surplus, and of cash 
flows for the years then ended.   
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with the accounting practices prescribed or permitted by the Insurance Department of the 
State of Wisconsin. Management is also responsible for the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express an opinion on the financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on our judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, we consider internal control relevant to the Company's preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's 
internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We 
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
As described in Note 2 to the financial statements, the financial statements are prepared by the Company 
on the basis of the accounting practices prescribed or permitted by the Insurance Department of the State 
of Wisconsin, which is a basis of accounting other than accounting principles generally accepted in the 
United States of America. 
   
The effects on the financial statements of the variances between the statutory basis of accounting 
described in Note 2 and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, are presumed to be material. 
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Adverse Opinion on U.S. Generally Accepted Accounting Principles 
 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on 
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do 
not present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the Company as of December 31, 2018 and 2017, or the results of its 
operations or its cash flows for the years then ended. 
 
Opinion on Statutory Basis of Accounting 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
admitted assets, liabilities and surplus of the Company as of December 31, 2018 and 2017, and the results 
of its operations and its cash flows for the years then ended, in accordance with the accounting practices 
prescribed or permitted by the Insurance Department of the State of Wisconsin described in Note 2 
 
Other Matter 
 
Our audit was conducted for the purpose of forming an opinion on the statutory-basis financial statements 
taken as a whole.  The supplemental investment risk interrogatories and summary investment schedule 
(collectively, the “supplemental schedules”) of the Company, as of December 31, 2018 and for the year 
then ended, are presented to comply with the National Association of Insurance Commissioners’ Annual 
Statement Instructions and Accounting Practices and Procedures Manual and for purposes of additional 
analysis and are not a required part of the statutory-basis financial statements.  The supplemental 
schedules are the responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the statutory-basis financial statements.  The 
supplemental schedules have been subjected to the auditing procedures applied in the audit of the 
statutory-basis financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
statutory-basis financial statements or to the statutory-basis financial statements themselves and other 
additional procedures, in accordance with auditing standards generally accepted in the United States of 
America.  In our opinion, the supplemental schedules are fairly stated, in all material respects, in relation 
to the statutory-basis financial statements taken as a whole. 
 

 
Louisville, Kentucky 
April 29, 2019 
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Statements of Admitted Assets, Liabilities and Surplus 

 

2018 
 

2017 
Admitted Assets       
Cash and invested assets 

      

 
Bonds 

 
$ 3,547,216,138 

 
$ 3,172,559,234 

 
Investment in subsidiaries 

  
804,849,178 

  
969,884,560 

 
Mortgage notes receivable from Humana Inc. 

  
8,550,000 

  
8,550,000 

 
Real estate occupied by the Company 

  
13,576,713 

  
14,972,075 

 
Short-term investments 

  
217,858,209 

 
 

237,524,826 

  
Total invested assets 

  
4,592,050,238 

 
 

4,403,490,695 

 
Cash and cash equivalents 

 
  701,459,562 

 
 

2,468,695,106 

  
Total cash and invested assets 

  
5,293,509,800 

 
 

6,872,185,801 

Premiums receivable 
  

604,232,186 
  

427,928,269 

Investment income due and accrued 
  

30,920,611 
  

28,033,434 

Amounts receivable relating to uninsured plans 
  

151,386,173 
  

84,090,326 

Reinsurance receivable 
  

23,210,968 
  

21,630,214 

Health care and other receivables 
  

934,936,898 
  

841,158,036 

Current federal income tax recoverable 
  

1,767,208 
  

- 

Net deferred tax assets 
  

74,632,937 
  

118,590,667 
Electronic data processing equipment and software,  less 

accumulated depreciation of $38,975,797 and $50,288,831 
in 2018 and 2017, respectively 

  
54,206,496 

  
47,451,972 

Receivable from Humana Inc. 
  

64,578,016 
  

275,574,930 

  
Total admitted assets 

 
$ 7,233,381,293 

 
$ 8,716,643,649 

       

Liabilities 
  

 
  

 Benefits and loss adjustment expenses payable 
 

$ 2,202,442,434 
 

$ 2,033,585,308 

Aggregate health policy reserves 
  

298,437,261 
  

376,703,468 

Aggregate health claim reserves 
  

2,533,000 
  

2,398,000 

Advance premiums 
  

112,415,528 
  

121,569,194 

Accounts payable and accrued expenses 
  

883,501,355 
  

1,891,478,139 

Funds held under reinsurance treaties 
  

13,378,835 
  

30,643,341 

Current federal income tax payable 
  

- 
  

75,752,859 

  
Total liabilities 

  
3,512,708,413 

 
 

4,532,130,309 

       

Surplus 
  

    Common stock, $8 par value; 15,000,000 shares authorized; 
1,104,167 shares issued and outstanding    8,833,336 

  
8,833,336 

Gain on Reinsurance   1,106,711   - 

Special surplus  - projected HCRL fee assessment 
  

- 
  

474,068,972 

Paid-in surplus 
  

2,085,107,576 
  

2,086,790,088 

Unassigned surplus 
 

  1,625,625,257 
  

1,614,820,944 

  
Total surplus 

 
  3,720,672,880 

  
4,184,513,340 

  
Total liabilities and surplus 

 
$ 7,233,381,293 

 
$ 8,716,643,649 
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Statements of Revenue and Expenses 

 

2018 
 

2017 

         
Earned premiums 

 
$ 24,820,038,571 

 
$ 22,921,174,154 

       

Expenses  
  

 
  

 
 

Benefits incurred and loss adjustment expenses 
  

21,088,174,398 
  

19,548,411,486 

 
Selling, general and administrative expenses 

  
2,717,236,520 

  
2,252,762,166 

 
Changes in aggregate health policy reserves 

  
994,315 

  
(36,075,442) 

  
Total expenses  

  
23,806,405,233 

  
21,765,098,210 

  
Net underwriting gain 

  
1,013,633,338 

  
1,156,075,944 

       

Net investment income 
  

375,241,539 
  

172,866,673 
Net realized capital gains on investments (net of capital 

gains tax of $1,989,160 and $3,236,535, respectively)   7,483,029 
  

6,010,709 

Net other expense 
  

(2,132,160) 
  

(1,764,148) 

  
Income before federal income tax expense 

  
1,394,225,746 

  
1,333,189,178 

       

Federal income tax expense 
  

254,188,788 
  

441,483,780 

  
Net income 

 
$ 1,140,036,958 

 
$ 891,705,398 
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Statements of Changes in Surplus 
 Common Stock 

     
Unassigned 

Surplus    
 Shares 

 
Amount 

 
Special Surplus 

 
Paid-in Surplus 

  
Total 

Balances at January 1, 2017 1,104,167 
 

$ 8,833,336 
 

$ - 
 

$ 2,039,971,053 
 

$ 2,175,934,933 
 

$ 4,224,739,322 

Net income -    
 

-  
  

-  
  

-  
  

891,705,398 
  

891,705,398 

Projected HCRL fee assessment -  
  

-  
  

474,068,972 
  

-  
  

(474,068,972) 
  

- 
Change in net unrealized capital gain, 

less capital gains tax of $0 -  
  

-  
  

-  
  

- 
  

18,326,818 
  

18,326,818 

Change in net deferred income taxes -  
  

-  
  

-  
  

- 
  

(77,203,573) 
  

(77,203,573) 

Change in nonadmitted assets -  
  

-  
  

-  
  

- 
  

11,108,106 
  

11,108,106 

Stock-based compensation -  
  

-  
  

-  
  

46,819,035 
  

-  
  

46,819,035 

Correction of prior period error -  
  

-  
  

-  
  

- 
  

(5,981,766) 
  

(5,981,766) 

Dividends or return of capital paid -  
  

- 
 

 - 
 

 - 
  

(925,000,000) 
  

(925,000,000) 

Balances at December 31, 2017 1,104,167 
  

8,833,336 
  

474,068,972 
  

2,086,790,088 
  

1,614,820,944 
  

4,184,513,340 

Net income -    
 

-  
  

-  
  

-  
  

1,140,036,958 
  

1,140,036,958 

HCRL fee moratorium -  
  

-  
  

(474,068,972) 
  

-  
  

474,068,972 
  

- 

Gain on reinsurance -   -   1,106,711   -   -   1,106,711 
Change in net unrealized capital loss, 

less capital gains tax of $0 -  
  

-  
  

-  
  

- 
  

(171,565,548) 
  

(171,565,548) 

Change in net deferred income taxes -  
  

-  
  

-  
  

-  
  

(50,745,131) 
  

(50,745,131) 

Change in nonadmitted assets -  
  

-  
  

-  
  

-  
  

(55,990,938) 
  

(55,990,938) 

Other -  
  

-  
  

-  
  

(1,682,512) 
  

-  
  

(1,682,512) 

Dividends or return of capital paid -  
 

 - 
 

 - 
 

 - 
 

 (1,325,000,000) 
 

 (1,325,000,000) 

Balances at December 31, 2018 1,104,167 
 

$ 8,833,336 
 

$ 1,106,711 
 

$ 2,085,107,576 
 

$ 1,625,625,257 
 

$ 3,720,672,880 
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Statements of Cash Flows 

 
  2018 

 
2017 

Cash flows from operations     
 

    
Premiums collected  $ 24,565,587,944 

 
$ 23,194,176,144 

Net investment income received   253,484,760 
 

  138,064,535 

Benefits paid   (20,163,726,464) 
 

  (18,417,110,170) 

Selling, general and administrative expenses paid   (4,050,218,668) 
 

  (1,518,825,239) 

Federal income taxes paid   (333,698,015) 
 

  (455,918,596) 

  Net cash from operations   271,429,557 
 

  2,940,386,674 

Cash flows from investments   
  

 
    

Proceeds from investments sold or matured   1,097,977,605 
 

  1,573,653,705 

Cost of investments acquired   (1,949,262,605) 
 

  (2,079,022,642) 

  Net cash used for investments   (851,285,000) 
 

  (505,368,937) 

Cash flows from financing and miscellaneous sources     

 

    

Dividends or return of capital paid   (1,325,000,000) 
 

  (925,000,000) 

Other cash provided (applied)   117,953,282 
 

  (158,623,763) 

  Net cash used for financing and miscellaneous sources   (1,207,046,718) 
 

  (1,083,623,763) 

  
Net change in cash, cash equivalents and short-term 

investments 
  

(1,786,902,161) 
 

  1,351,393,974 

Cash, cash equivalents and short-term investments   
  

 
    

Beginning of year   2,706,219,932 
 

  1,354,825,958 

End of year  $ 919,317,771 
 

$ 2,706,219,932 
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Notes to Financial Statements 

1. Reporting Entity 

Humana Insurance Company (the Company), a wholly owned subsidiary of CareNetwork Inc., a 

wholly owned subsidiary of Humana Inc. (Humana), is a life, accident, and health insurance 

company domiciled in the state of Wisconsin and is authorized to sell life, accident and health 

products therein and in 49 states including the District of Columbia.  The Company is subject to 

regulation by the federal government and the Wisconsin Office of the Commissioner of Insurance 

(the OCI) and the insurance departments of the states in which it is licensed.  State regulations 

require the Company to maintain certain minimum amounts of surplus as discussed in Note 9, and 

limit the payment of dividends or returns of capital to shareholders as discussed in Note 8. 

The Company offers coordinated health and pharmacy insurance coverage and related services 

through a variety of plans for government-sponsored programs and employer groups.  Under the 

Company’s federal government contracts with the Centers for Medicare and Medicaid Services 

(CMS), the Company provides health and pharmacy insurance coverage to Medicare eligible 

members, as further discussed in Note 13(a). 

The operating results of companies in the insurance industry have historically been subject to 

significant fluctuations due to competition, economic conditions, interest rates, investment 

performance, maintenance of insurance ratings, renewal of contracts and other factors. 

2. Summary of Significant Accounting Policies 

The more significant accounting policies of the Company are as follows: 

a. Basis of Presentation: The statutory financial statements and accompanying notes are 

prepared in conformity with accounting practices prescribed or permitted by the OCI, which vary 

in some respects from accounting principles generally accepted in the United States of America 

(GAAP).  The principle differences include: 

i. Certain assets designated as nonadmitted assets as described in Note 2(t), are excluded 

from the statements of admitted assets, liabilities and surplus by direct charges to 

unassigned surplus, whereas under GAAP, such amounts would be reported as assets; 

ii. Bonds and short-term investments are generally carried at amortized cost, whereas under 

GAAP, such investments would be carried at fair value with related unrealized gains and 

losses, net of deferred taxes, being reported as a component of equity; 

iii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP, 

overdraft balances would be classified as liabilities; 

iv. Deferred taxes are provided for only the federal income tax consequences of temporary 

differences, whereas under GAAP, such deferred taxes would be provided for both the 

federal and state income tax consequences of such temporary differences; 

v. The amount of admitted deferred tax assets is limited, whereas under GAAP, deferred tax 

assets would be recorded to the extent they will more likely than not be realized.  In 

addition, the change in deferred tax assets and liabilities is recorded directly to unassigned 

surplus, whereas under GAAP, the change in deferred tax assets and liabilities is recorded 

as a component of the income tax provision within the income statement; 
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vi. Policy acquisition costs are charged to operations as incurred, whereas under GAAP, to the 

extent recoverable from future policy revenues, they would be deferred and amortized over 

the terms of the related policies; 

vii. Policy and contract liabilities are reported net of reinsurance ceded amounts and any gains 

from reinsurance transactions are included as a component of surplus, whereas under 

GAAP, assets and liabilities related to reinsurance ceded contracts are reported on a gross 

basis and reinsurance transaction gains are reported as a liability; 

viii. Investments in subsidiaries are carried at their underlying statutory equity value with 

changes in value being recorded directly to surplus, whereas under GAAP, these 

subsidiaries would be consolidated; 

ix. Comprehensive income disclosures required by GAAP are omitted; and 

x. The statutory basis statements of cash flow reconcile cash, cash equivalents, and short-

term investments with maturity dates of one year or less at the time of acquisition.  Under 

GAAP, the statement of cash flow reconciles the corresponding captions of cash and cash 

equivalents with maturities of three months or less.  In addition, there are classification 

differences within the presentation of the cash flow categories between GAAP and 

statutory reporting and a reconciliation of net earnings to net cash provided by operations 

is not provided. 

The OCI adopted the National Association of Insurance Commissioners (NAIC) Accounting 
Practices and Procedures Manual - Effective January 1, 2001 (Codification) and Statements of 
Statutory Accounting Principles (SSAP), incorporated thereafter. The OCI has adopted the 

Codification as a component of its prescribed or permitted practices.  The Commissioner of 

Insurance has the right to permit other specific practices that deviate from prescribed practices.  

No deviations from the Codification currently exist. 

The preparation of the Company’s financial statements requires management to make 

estimates and assumptions that affect (a) the reported amounts of assets and liabilities, (b) 

disclosure of contingent assets and liabilities at the date of the financial statements, and (c) 

reported amounts of revenues and expenses during the reporting period.  These estimates are 

based on knowledge of current events and anticipated future events, and accordingly, actual 

results may ultimately differ materially from those estimates. 

b. Health Care Reform: The Patient Protection and Affordable Care Act and The Health Care and 

Education Reconciliation Act of 2010, which the Company collectively refers to as the Health 

Care Reform Law (HCRL) enacted significant reforms to various aspects of the U.S. health 

insurance industry. Certain significant provisions of the HCRL include, among others, mandated 

coverage requirements, mandated benefits and guarantee issuance associated with 

commercial medical insurance, rebates to policyholders based on minimum benefit ratios, 

adjustments to Medicare Advantage (MA) premiums, the establishment of federally-facilitated 

or state-based exchanges coupled with programs designed to spread risk among insurers, and 

the introduction of plan designs based on set actuarial values.  In addition, the HCRL 

established insurance industry assessments, including an annual health insurance industry fee. 

The annual health insurance industry fee levied on the insurance industry is $14.3 billion in 

2018, and is not deductible for income tax purposes, which significantly increases the 

Company’s effective income tax rate.  A one year suspension of the health insurance industry 

fee, as the Company experienced in 2017 and is experiencing in 2019,  significantly impacts 
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the Company’s trend in key operating metrics including the Company’s operating cost and 

medical expense ratios, as well as its effective tax rate.    The annual health insurance industry 

fee is scheduled to resume for calendar year 2020 under current law. 

As noted above, the HCRL required the establishment of health insurance exchanges for 

individuals and small employers to purchase health insurance that became effective January 1, 

2014, with an annual open enrollment period. Although the Company previously participated in 

these exchanges by offering on-exchange individual commercial medical plans, effective 

January 1, 2018, the Company has exited its Individual Commercial medical business. 

It is reasonably possible that the HCRL and related regulations, as well as future legislative, 

judicial or regulatory changes, including restrictions on Humana’s ability to manage its provider 

network or otherwise operate its business, or restrictions on profitability, including reviews by 

regulatory bodies that may compare its MA profitability to its non-MA business profitability or 

compare the profitability of various products within its MA business, and require that they 

remain within certain ranges of each other, in the aggregate may have a material adverse effect 

on Humana’s results of operations, (including restricting premiums, enrollment and premium 

growth in certain products and market segments, restricting Humana’s ability to expand into 

new markets, increasing its medical and operating costs, further lowering its Medicare payment 

rates and increasing its expenses associated with the non-deductible health insurance industry 

fee and other assessments); its financial position; and its cash flows.  Additionally, potential 

legislative changes or judicial determinations, including activities to repeal or replace HCRL or 

declare all or certain portions of the HCRL unconstitutional, creates uncertainty for the 

Company’s business and the Company cannot predict when or in what form, such legislative 

changes or judicial determination may occur. 

c. Cash and Cash Equivalents and Short-Term Investments: Investments are valued and 

classified in accordance with methods prescribed by the NAIC’s Securities Valuation Office 

(SVO).  Short-term investments include investments with an NAIC designated rating of 1 and a 

maturity of twelve months or less from the date of purchase.  Short-term investments are 

recorded at amortized cost.  The carrying value of short-term investments approximates fair 

value due to the short-term maturities of the investments. 

The Company carries cash equivalents at cost, which approximates fair value. Cash 

equivalents are highly liquid financial instruments with an original maturity of three months or 

less. 

Under the Company’s cash management system, checks issued but not presented to banks 

frequently result in overdraft balances for accounting purposes, and, if applicable, are included 

in cash and cash equivalents on the statements of admitted assets, liabilities and surplus. 

d. Investments: Bonds, including loan-backed and structured securities, with a NAIC designated 

rating of 1 or 2 are carried at amortized cost, with all other bonds being recorded at the lower of 

amortized cost or fair value.   

Amortization of bond premium or discount is computed using the scientific interest method. 

The Company regularly evaluates the investment securities for impairment. For all securities 

other than loan-backed and structured securities, the determination of whether the impairment 

is considered other-than-temporary is dependent upon whether a decline in the fair value of the 

investment is noninterest related or interest related.  The Company considers noninterest 
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related factors such as (a) the length of time and extent to which the fair value has been less 

than cost, (b) adverse conditions specifically related to the industry, geographic area or 

financial condition of the issuer or underlying collateral of a security, (c) payment structure of 

the security, (d)  changes in credit rating of the security by the rating agencies, (e) the volatility 

of the fair value changes, (f) changes in fair value of the security after the balance sheet date, 

and (g) the intent and ability of the Company to retain its investment in the issuer for a period of 

time sufficient to allow for any anticipated recovery in fair value.  An interest-related impairment 

is deemed other-than-temporary when the Company has the intent to sell, at the date of the 

statutory financial statements, an investment before recovery of cost of the investment.  The 

Company also considers whether its cash or surplus requirements and contractual or regulatory 

obligations dictate that the investment may need to be sold before forecasted recovery occurs.  

If and when a determination is made that a decline in fair value below the carrying value is 

other-than-temporary, a realized loss is recorded to the extent that the fair value of the 

investment is below its carrying value.  

For loan-backed and structured securities where the securities’ fair value is less than the 

amortized cost, and either (1) the insurer has the intent to sell the security, or (2) the insurer 

does not have the intent and ability to retain the security until recovery of its fair value, the 

Company recognizes an impairment in earnings equal to the difference between the security’s 

fair value and its carrying value.  For securities for which the Company does not expect to 

recover its amortized cost basis but has the intent and ability to hold the security until maturity, 

the insurer will recognize in earnings a realized loss only for the “noninterest” related decline. 

The Company evaluates the expected cash flows to be received as compared to amortized 

cost and determines if a “noninterest” related decline has occurred. In the event of a 

“noninterest” related decline, only the amount of the impairment associated with the 

“noninterest” related decline is recognized currently in income.  No loss is recognized for the 

interest impairment.  The Company considers factors such as (a) the length of time and extent 

to which the fair value has been less than cost, (b) adverse conditions specifically related to the 

industry, geographic area or financial condition of the issuer or underlying collateral of a 

security, (c) payment structure of the security, (d)  changes in credit rating of the security by the 

rating agencies, (e) the volatility of the fair value changes, (f) changes in fair value of the 

security after the balance sheet date, and (g) cash or surplus requirements and contractual or 

regulatory obligations in determining whether or not it expects to recover the amortized cost of 

the security.  If the determination is made, based on these factors, that the Company does 

expect to recover the entire amortized cost of the security, an other-than-temporary impairment 

has not occurred. Prepayment assumptions for loan-backed and structured securities were 

obtained from industry market sources.   

The Company does not have any investments in an other-than-temporary impairment position 

at December 31, 2018 or December 31, 2017. 

Income from investments is recorded on an accrual basis.  For the purpose of determining 

realized gains and losses, the cost of securities sold is based upon specific identification.  

Investment income due and accrued over 90 days past due is nonadmitted.  No portion of the 

investment income due and accrued was nonadmitted at December 31, 2018 or 2017. 

For other restricted assets reported in aggregate, the pledged amounts with the OCI and other 
state departments of insurance were $11,003,049 and $11,299,988, which is 0.15% and 
0.13%, of gross assets and 0.15% and 0.13%, of net admitted assets at December 31, 2018 
and 2017, respectively. 
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e. Fair Value: In accordance with SSAP No. 100, Fair Value Measurements (SSAP No. 100), fair 

value is defined as the price that would be received to sell an asset or paid to transfer a liability 

in an orderly transaction between market participants at the measurement date. The 

Company’s financial assets carried at fair value have been classified based upon the hierarchy 

defined in SSAP No. 100.  The three tiered hierarchy is defined as follows: 

Level 1 Quoted prices in active markets for identical assets or liabilities. Level 1 assets 

and liabilities include debt securities that are traded in an active exchange 

market.  

Level 2 Observable inputs other than Level 1 prices such as quoted prices in active 

markets for similar assets or liabilities, quoted prices for identical or similar 

assets or liabilities in markets that are not active, or other inputs that are 

observable or can be corroborated by observable market data for substantially 

the full term of the assets and liabilities. Level 2 assets and liabilities include debt 

securities with quoted prices that are traded less frequently than exchange-

traded instruments as well as debt securities whose value is determined using a 

pricing model with inputs that are observable in the market or can be derived 

principally from or corroborated by observable market data. 

Level 3 Unobservable inputs that are supported by little or no market activity and are 

significant to the fair value of the assets or liabilities.  Level 3 includes assets and 

liabilities whose value is determined using pricing models, discounted cash flow 

methodologies, or similar techniques reflecting the Company’s own assumptions 

about the assumptions market participants would use as well as those requiring 

significant management judgment. 

Fair value of actively traded debt securities are based on quoted market prices.  Fair value of 

other debt securities are based on quoted market prices of identical or similar securities or 

based on observable inputs like interest rates generally using a market valuation approach, or, 

less frequently, an income valuation approach and are generally classified as Level 2.  The 

Company obtains at least one price for each security from a third party pricing service.  These 

prices are generally derived from recently reported trades for identical or similar securities, 

including adjustments through the reporting date based upon observable market information.  

When quoted prices are not available, the third party pricing service may use quoted market 

prices of comparable securities or discounted cash flow analysis, incorporating inputs that are 

currently observable in the markets for similar securities.  Inputs that are often used in the 

valuation methodologies include benchmark yields, reported trades, credit spreads, broker 

quotes, default rates and prepayment speeds.  The Company is responsible for the 

determination of fair value and as such, the Company performs an analysis on the prices 

received from the third party pricing service to determine whether the prices are reasonable 

estimates of fair value.  The Company’s analysis includes a review of monthly price fluctuations 

as well as a quarterly comparison of the prices received from the pricing service to prices 

reported by the Company’s third party investment adviser.  In addition, on a quarterly basis, the 

Company examines the underlying inputs and assumptions for a sample of individual securities 

across asset classes, credit rating levels, and various durations.  Based on the Company’s 

internal price verification procedures and review of fair value methodology documentation 

provided by the third party pricing service, there were no material adjustments to the prices 

obtained from the third party pricing service during the years ended December 31, 2018 or 

2017. 
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The fair value of financial assets carried at fair value at December 31, 2018 and 2017 were as 

follows: 

 
  

 
Fair Value Measurements at December 31, 2018 

 
  Quoted 

        

 

  Prices in 
 

Other 
      

 

  Active 
 

Observable 
 

Unobservable 
   

 

  Markets 
 

Inputs 
 

Inputs 
     (Level 1) 

 
(Level 2) 

 
(Level 3) 

 
Fair Value 

  
      

 
    

 
  

 
    

Assets 
          Residential mortgage-backed 

 
- 

  
347,662 

  
- 

  
347,662 

Corporate debt securities 
 

- 
  

136,046,067 
  

- 
  

136,046,067 

  
Total invested assets $ - 

 
$ 136,393,729 

 
$ - 

 
$ 136,393,729 

 

 
  

 
Fair Value Measurements at December 31, 2017 

 
  Quoted 

        

 
  Prices in 

 
Other 

      

 
  Active 

 
Observable 

 
Unobservable 

   

 
  Markets 

 
Inputs 

 
Inputs 

     (Level 1) 
 

(Level 2) 
 

(Level 3) 
 

Fair Value 

  
      

 
    

 
  

 
    

Assets 
          Residential mortgage-backed 

 
- 

  
498,897 

  
- 

  
498,897 

Corporate debt securities 
 

- 
  

43,270,196 
  

- 
  

43,270,196 

  
Total invested assets $ - 

 
$ 43,769,093 

 
$ - 

 
$ 43,769,093 

The carrying values and estimated fair values of the Company’s financial instruments at 

December 31, 2018 and 2017 were as follows: 

 
 December 31, 2018 

 

Aggregate Fair 
Value Admitted Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 4,278,164,081 $ 4,344,265,880 $ 579,191,533 $ 3,698,972,548 $ - $ - 

Mortgage loans  8,550,000  8,550,000  -  -  8,550,000  - 

Total $ 4,286,714,081 $ 4,352,815,880 $ 579,191,533 $ 3,698,972,548 $ 8,550,000 $ - 

 

 December 31, 2017 

 

Aggregate Fair 
Value Admitted Assets Level 1 Level 2 Level 3 

Not 
Practicable 
(Carrying 

Value) 
Bonds, short-term 

investments and 
cash equivalents $ 5,858,903,247 $ 5,854,131,206 $ 2,459,047,304 $ 3,399,855,943 $ - $ - 

Mortgage loans  8,550,000  8,550,000  -  -  8,550,000  - 

Total $ 5,867,453,247 $ 5,862,681,206 $ 2,459,047,304 $ 3,399,855,943 $ 8,550,000 $ - 

The Company reports transfers between fair value hierarchy levels at the end of the reporting 

period.  There were no material transfers between the fair value hierarchy levels during 2018 or 

2017. 

Attachment 2.5.5.1-6 HIC 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
14 of 60

Exempt from Business Proposal 
and Total Page Limits

348(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2018 and 2017 

13 
           

f. Real Estate and Long-Lived Assets: Real estate occupied by the Company is carried at the 

depreciated cost.  Depreciation expense is computed using the straight-line method over 

estimated useful lives generally ranging from ten to twenty years.  Depreciation expense on 

real estate occupied by the Company was $1,671,048 and $1,665,205 for the years ended 

December 31, 2018 and 2017, respectively. 

The Company periodically reviews long-lived assets, including property and equipment, for 

impairment whenever adverse events or changes in circumstances indicate the carrying value 

of the asset may not be recoverable. Losses are recognized for a long-lived asset to be held 

and used in the Company’s operations when the undiscounted future cash flows expected to 

result from the use of the asset are less than its carrying value. The Company recognizes an 

impairment loss based on the excess of the carrying value over the fair value of the asset. 

Losses are recognized for a long-lived asset to be abandoned when the asset ceases to be 

used.  In addition, the Company periodically reviews the estimated lives of all long-lived assets 

for reasonableness. 

g. Statutory Deposits: Investments, generally U.S. Treasury obligations, were on deposit at 

December 31, 2018 and 2017 to satisfy requirements of regulatory agencies.  These assets are 

included in bonds in the accompanying statements of admitted assets, liabilities and surplus.  

These assets are valued and classified in accordance with methods prescribed by the NAIC.  

h. Investment in subsidiaries: In accordance with SSAP No. 97, Investments in Subsidiary, 
Controlled, and Affiliated Entities, a replacement of SSAP No. 88 (SSAP No. 97), $804,849,178 

and $969,884,560 were admitted as investment in subsidiaries at December 31, 2018 and 

2017, respectively.  The Company owns 100% of the common stock of Humana Employers 

Health Plan of Georgia, Inc. (HEHPGA), Humana Insurance Company of Kentucky (HICK), and 

Humana Health Benefit Plan of Louisiana, Inc. (HHBPLA). The Company accounts for its 

investment in subsidiaries using the statutory equity method of accounting. 

The Company reports an investment in an insurance subsidiary, HHBPLA, for which the 

audited statutory equity reflects a departure from the NAIC statutory accounting practices and 

procedures. The Commissioner of Insurance of the State of Louisiana allowed the Company to 

admit its $1,209,176 and $1,411,589 of furniture and equipment used for Health Maintenance 

Organization operations in 2018 and 2017, respectively, which is not in accordance with NAIC 

SSAP.  Had HHBPLA not been allowed to admit these balances, the Company’s ending 

surplus at December 31, 2018 and 2017 would have been $3,719,463,704 and 

$4,183,101,751, respectively.  The Company's risk-based capital would have not triggered a 

regulatory event had it not used a prescribed or permitted practice. 

i. Equipment:  Equipment is recorded at cost less accumulated depreciation.  Depreciation 

expense is computed using the straight-line method over estimated useful lives generally 

ranging from three to ten years.  Depreciation expense, including that related to the 

nonadmitted portion, was $23,084,740 and $15,776,198 for the years ended December 31, 

2018 and 2017, respectively.  Gains and losses on sales or disposals of property and 

equipment are included in net other expense in the accompanying statements of revenue and 

expenses. 

Improvements to leased facilities are depreciated over the shorter of the remaining lease term 

or the anticipated life of the improvement. Depreciation expense related to leasehold 

improvements was $2,130,306 and $1,743,421 for the years ended December 31, 2018 and 

2017, respectively. 
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j. Income Taxes: The amounts recorded as federal income tax expense in the accompanying 

statements of revenue and expenses represent amounts due to or from Humana in accordance 

with the tax allocation agreement between the Company and Humana.  Any unsettled portion of 

the federal taxes is recorded as current federal income tax payable or receivable in the 

accompanying statements of admitted assets, liabilities and surplus.   

The Company recognizes an asset or liability for the deferred tax consequences of temporary 

differences between the tax basis of assets or liabilities and their reported amounts in the 

statutory financial statements.  These temporary differences will result in taxable or deductible 

amounts in future years when the reported amounts of the assets or liabilities are recovered or 

settled.  The Company also recognizes the future tax benefits such as net operating and capital 

loss carryforwards as deferred tax assets.  Deferred tax assets and deferred tax liabilities are 

further adjusted for changes in the enacted tax rates.  Statutory deferred tax assets (DTAs) are 

limited to an amount equal to the sum of: (1) federal income taxes paid in prior years that can 

be recovered through loss carrybacks for existing temporary differences that reverse by the end 

of the subsequent calendar year; (2) depending on the Company’s Authorized Control Level 

(ACL) Risk Based Capital (RBC) exclusive of the DTA Ratio, the lesser of (a) the amount of 

gross DTAs expected to be realized within three years after the application of (1) or 15% of 

surplus, if the ratio is greater than 300%, (b) the amount of gross DTAs expected to be realized 

within one year after the application of (1) or 10% of surplus, if the ratio is between 200 – 

300%, or (c) if the ratio is below 200%, no DTA can be realized; (3) the amount of gross DTAs, 

after the application of (1) and (2), that can be offset against gross deferred tax liabilities 

(DTLs).  DTAs in excess of these limitations are nonadmitted.  At December 31, 2018 and 2017 

DTAs of $10,324,167 and $17,111,568, respectively, were nonadmitted. 

k. Earned Premiums: Premiums are reported as earned in the period in which members are 

entitled to receive services, and are net of retroactive membership adjustments.  Retroactive 

membership adjustments result from enrollment changes not yet processed, or not yet reported 

by an employer group or the government.  Premiums received prior to the earned period are 

recorded as advance premiums. 

The Company receives monthly premiums from the federal government according to 
government specified payment rates and various contractual terms. The Company bills and 
collects premiums from employer groups and members in its Medicare and other individual 
products monthly.  Changes in premium revenues resulting from the periodic changes in risk-
adjustment scores derived from medical diagnoses for membership are estimated by projecting 
the ultimate annual premium and are recognized ratably during the year, with adjustments each 
period to reflect changes in the ultimate premium. 

CMS utilizes a risk adjustment model which apportions premiums paid to MA plans according to 

health severity.  The risk-adjustment model, which CMS implemented pursuant to the Balanced 

Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA), 

generally, pays more for enrollees with predictably higher costs. Under the risk-adjustment 

methodology, all MA plans must collect and submit the necessary diagnosis code information 

from hospital inpatient, hospital outpatient, and physician providers to CMS within prescribed 

deadlines. The CMS risk-adjustment model uses this diagnosis data to calculate the risk-

adjusted premium payment to MA plans. Rates paid to MA plans are established under an 

actuarial bid model, including a process that bases payments on a comparison of beneficiaries’ 

risk scores, derived from medical diagnoses, to those enrolled in the government’s Medicare 

FFS program. The Company generally relies on providers, including certain providers in its 

network who are Humana employees, to code their claim submissions with appropriate 

diagnoses, which the Company sends to CMS as the basis for payments received from CMS 
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under the actuarial risk-adjustment model. The Company also relies on providers to 

appropriately document all medical data, including the diagnosis data submitted with claims. 

The Company estimates risk-adjustment premiums based on medical diagnoses for its 

membership.  CMS is phasing-in the process of calculating risk scores using diagnoses data 

from the Risk Adjustment Processing System (RAPS) to diagnoses data from the Encounter 

Data System (EDS). The RAPS process requires MA plans to apply a filter logic based on CMS 

guidelines and only submit diagnoses that satisfy those guidelines. For submissions through 

EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk 

adjustment filtering logic to determine the risk scores. For 2018, 15% of the risk score was 

calculated from claims data submitted through EDS.  In 2017, 25% of the risk score was 

calculated from claims data submitted through EDS. 

The amount of net premiums written by the Company in 2018 and 2017 that were subject to 

retrospective rating features were $23,661,513,742 and $21,999,856,694, respectively, or 

95.33% and 95.98%, respectively, of the total net premiums written. No other net premiums 

written by the Company are subject to retrospective rating features. 

In accordance with SSAP No. 84, Certain Health Care Receivables and Receivables Under 
Government Insured Plans (SSAP No. 84), the Company has recorded receivables from CMS 

under the risk adjustment model of $508,696,324 and $273,456,682 as of December 31, 2018 

and 2017, respectively, which are included in premiums receivable in the accompanying 

statements of admitted assets, liabilities and surplus.   

The Company estimates policyholder rebates by projecting calendar year minimum benefit 

ratios for the MA, small group and large group markets, as defined by the HCRL using a 

methodology prescribed by the Department of Health and Human Services (HHS). 

Pursuant to the HCRL, the Company recorded the following amounts at December 31, 2018 
and 2017 for policyholder rebates: 

  2018 

  

 
Individual 

 

Small 
Group 

 

Large 
Group 

 

Total 
Commercial 

 

Other 
Categories 

with Rebates 
 

Total 

  

            Medical loss ratio 
rebates incurred   $ 2,446,421 $ 2,279,187 $ 3,858,865 $ 8,584,473 $ 11,017,026 $ 19,601,499 

Medical loss ratio 
rebates paid   

 
8,164,201 

 
2,017,801 

 
1,698,563 

 
11,880,565 

 
- 

 
11,880,565 

Medical loss ratio 
rebates unpaid  

 
- 

 
2,155,487 

 
3,438,395 

 
5,593,882 

 
13,313,026 

 
18,906,908 

 

  2017 

  

 
Individual 

 

Small 
Group 

 

Large 
Group 

 

Total 
Commercial 

 

Other 
Categories 

with Rebates 
 

Total 

  

            Medical loss ratio 
rebates incurred  $ 5,967,107 $ 1,666,514 $ 1,176,394 $ 8,810,015 $ 2,296,000 $ 11,106,015 

Medical loss ratio 
rebates paid   

 
1,078,318 

 
1,879,474 

 
2,391,754 

 
5,349,546 

 
60,957 

 
5,410,503 

Medical loss ratio 
rebates unpaid  

 
5,717,780 

 
1,894,101 

 
1,278,093 

 
8,889,974 

 
2,296,000 

 
11,185,974 

The amounts recorded for the medical loss rebates incurred are recorded as a reduction of 

premium in earned premiums in the accompanying statutory statements of revenue and 

expenses.  The medical loss rebates unpaid are included in aggregate health policy reserves in 

the accompanying statements of admitted assets, liabilities and surplus.  Medical loss ratio 
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rebates that were accrued at December 31, 2017, were ultimately settled during 2018 for 

$694,591 more than the amounts originally estimated.  

There is no impact of any reinsurance assumed or ceded on the medical loss ratio rebate. 

l. Medicare Part D: The Company covers prescription drug benefits in accordance with Medicare 

Part D under multiple contracts with CMS. The payments received monthly from CMS and 

members, which are determined from the Company’s annual bid, represent amounts for 

providing prescription drug insurance coverage. The Company recognizes premiums revenue 

for providing this insurance coverage ratably over the term of its annual contract. The CMS 

payment is subject to risk sharing through the Medicare Part D risk corridor provisions. In 

addition, receipts for reinsurance and low-income cost subsidies as well as receipts for certain 

discounts on brand name prescription drugs in the coverage gap represent payments for 

prescription drug costs for which the Company is not at risk.  

The risk corridor provisions compare costs targeted in the Company’s bids to actual 

prescription drug costs, limited to actual costs that would have been incurred under the 

standard coverage as defined by CMS. Variances exceeding certain thresholds may result in 

CMS making additional payments to the Company or require the Company to refund to CMS a 

portion of the premiums received. As risk corridor provisions are considered in the Company’s 

overall annual bid process and in accordance with SSAP No. 66, Retrospectively Rated 
Contracts, (SSAP No. 66), the Company estimates and recognizes an adjustment to premiums 

revenue related to these provisions based upon pharmacy claims experience. The Company 

records a receivable or payable at the contract level.  

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the 

Medicare Part D program for which the Company assumes no risk.  Reinsurance subsidies 

represent funding from CMS for its portion of prescription drug costs which exceed the 

member’s out-of-pocket threshold, or the catastrophic coverage level.  Low-income cost 

subsidies represent funding from CMS for all or a portion of the deductible, the coinsurance and 

co-payment amounts above the out-of-pocket threshold for low-income beneficiaries.  Monthly 

prospective payments from CMS for reinsurance and low-income cost subsidies are based on 

assumptions submitted with the Company’s annual bid.  A reconciliation and related settlement 

of CMS’s prospective subsidies against actual prescription drug costs paid by the Company is 

made after the end of the year. The HCRL mandates consumer discounts of 50% on brand 

name prescription drugs for Part D plan participants in the coverage gap.  These discounts are 

funded by CMS and pharmaceutical manufacturers while the Company administers the 

application of these funds.  In accordance with SSAP No. 47, Uninsured Plans, (SSAP No. 47), 

the Company accounts for these subsidies and discounts as a deposit in the accompanying 

statements of admitted assets, liabilities and surplus and as an operating activity in the 

accompanying statements of cash flows.  The Company does not recognize earned premiums 

or benefits incurred and loss adjustment expenses for these subsidies or discounts. Receipt 

and payment activity is accumulated at the contract level and recorded in the statutory 

statements of admitted assets, liabilities and surplus in amounts receivable relating to 

uninsured plans or accounts payable and accrued expenses.  

Settlement of the reinsurance and low-income cost subsidies as well as risk corridor payment is 

based on a reconciliation made approximately nine months after the close of each calendar 

year. Settlement with CMS for brand name prescription drug discounts is based on a 

reconciliation made approximately 14 to 18 months after the close of each calendar year. The 
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Company continues to revise its estimates with respect to the risk corridor provisions based on 

subsequent period pharmacy claims data.  

The accompanying statements of admitted assets, liabilities and surplus include the following 

amounts associated with Medicare Part D as of December 31, 2018 and 2017: 

  
 

2018 
 

2017 
  

 
Risk 

 
CMS 

 
Risk 

 
CMS 

  
 

Corridor 
 

Subsidies/ 
 

Corridor 
 

Subsidies/ 
  Settlement 

 
Discounts 

 
Settlement 

 
Discounts 

  
            Premiums receivable $ 1,301,107 

 
$ -    

 
$ 4,117,723 

 
$ -    

Amounts receivable 
relating to uninsured 
plans  

 
-    

  
132,885,205 

  
-    

  
66,072,465 

Aggregate health policy 
reserves 

 
(122,601,698) 

  
-    

  
(187,549,955) 

  
-    

Accounts payable and 
accrued  expenses   -        (318,043,557)     -        (769,443,901) 

 
Net liability $ (121,300,591) 

 
$ (185,158,352) 

 
$ (183,432,232) 

 
$ (703,371,436) 

 

m. Accounting for the Risk-Sharing Provisions of the Health Care Reform Law: Effective 

January 1, 2014, the risk spreading programs are applicable to certain of the Company’s 

commercial medical insurance products. These programs, commonly referred to as the 3Rs, 

include a permanent risk adjustment program, a transitional reinsurance program, and a 

temporary risk corridors program designed to more evenly spread the financial risk borne by 

issuers and to mitigate the risk that issuers would have mispriced products. The transitional 

reinsurance and temporary risk corridors programs were only applicable for years 2014 through 

2016. Policies issued prior to March 23, 2010 are considered grandfathered policies and are 

exempt from the 3Rs. Certain states have allowed non-grandfathered policies issued prior to 

January 1, 2014 to extend the date of required transition to policies compliant with the HCRL to 

as late as 2017. Accordingly, such policies are exempt from the 3Rs until they transition to 

policies compliant with the HCRL. 

The permanent risk adjustment program adjusts the premiums that commercial individual and 

small group health insurance issuers receive based on the demographic factors and health 

status of each member as derived from current year medical diagnosis as reported throughout 

the year. This program transfers funds from lower risk plans to higher risk plans within similar 

plans in the same state. The risk adjustment program is applicable to commercial individual and 

small group health plans operating both inside and outside of the health insurance exchanges 

established under the HCRL. Under the risk adjustment program, a risk score is assigned to 

each covered member to determine an average risk score at the individual and small group 

level by legal entity in a particular market in a state. Additionally, an average risk score is 

determined for the entire subject population for each market in each state. Settlements are 

determined on a net basis by state. Each health insurance issuer’s average risk score is 

compared to the state’s average risk score. Plans with an average risk score below the state 

average will pay into a pool and health insurance issuers with an average risk score that is 

greater than the state average risk score will receive money from that pool. The Company 

generally relies on providers, including certain network providers who are employees of 

Humana, to appropriately document all medical data, including the diagnosis codes submitted 

with claims, as the basis for the Company’s risk scores under the program. The Company’s 

estimate of amounts receivable and/or payable under the risk adjustment program is based on 

an estimate of both its own and the state average risk scores. Assumptions used in these 
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estimates include but are not limited to published third party studies and other publicly available 

data including regulatory plan filings, geographic considerations including the Company’s 

historical experience in markets it has participated in over a long period of time, member 

demographics (including age and gender for its members and other health insurance issuers), 

its pricing model, sales data for each metal tier (different metal tiers yield different risk scores), 

and  the mix of previously underwritten membership as compared to new members in plans 

compliant with the HCRL.  The Company refines its estimates as new information becomes 

available, including additional data released by HHS, regarding estimates of state average risk 

scores. Risk adjustment is subject to audit by HHS beginning with the 2015 coverage year, 

however, there were no payments associated with these audits for 2015 or 2016, the pilot years 

for the audits.   The Company’s risk adjustment data for 2017 was selected for audit by HHS.  

The temporary risk corridor program applied to individual and small group Qualified Health 

Plans (or substantially equivalent plans), or QHPs, as defined by HHS, operating both inside 

and outside of the exchanges. Accordingly, plans subject to risk adjustment that are not QHPs, 

including the Company’s small group health plans, were not subject to the risk corridor 

program. The risk corridor provisions were included to limit issuer gains and losses by 

comparing allowable medical costs to a target amount, each defined/prescribed by HHS, and 

sharing the risk for allowable costs with the federal government. Allowable medical costs are 

adjusted for risk adjustment settlements, transitional reinsurance recoveries, and cost sharing 

reductions received from HHS. Variances from the target exceeding certain thresholds may 

result in HHS making additional payments to the Company or require it to refund HHS a portion 

of the premiums the Company received. 

The Company estimates and recognizes adjustments to earned premiums for the risk 
adjustment and risk corridor provisions by projecting its ultimate premium for the calendar year 
separately for individual and group plans by state. Estimated calendar year settlement amounts 
are recognized ratably during the year and are revised each period to reflect current 
experience, including changes in risk scores derived from medical diagnoses submitted by 
providers. The Company records receivables or payables at the individual or group level within 
each state and classifies the amounts as current or long-term in the statutory statements of 
admitted assets, liabilities and surplus based on the timing of expected settlement. 

The statutory statements of admitted assets, liabilities and surplus, and the statements of 

revenue and expenses include the following amounts associated with the permanent HCRL risk 

adjustment and temporary risk corridor programs as of December 31, 2018 and 2017: 

HCRL Risk Adjustment  
 

   
Assets   

 
2018 

 
2017 

 

Premium adjustments receivable due to HCRL Risk Adjustment 
(including high risk pool payments) $ 479,212 

 
$ 18,459,737 

Liabilities 
 

      

 
Risk adjustment user fees payable for HCRL Risk Adjustment 

 
212,053 

 
 313,059 

 

Premium adjustments payable due to HCRL Risk Adjustment 
(including high risk pool payments) 

 
3,423,961 

 
 8,359,869 

Operations (Revenue & Expenses) 
 

      

 

Reported as revenue in premium for accident and health contracts 
(written/collected) due to HCRL Risk Adjustment 

 
(2,703,376) 

 
 9,020,970 

 

Reported in expenses as HCRL risk adjustment user fees 
(incurred/paid) 

 
162,910 

 
 324,079 
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HCRL Risk Corridor      
Assets   2018 

 
2017 

 
Accrued retrospective premium due to HCRL Risk Corridors   $ - 

 
$ - 

Liabilities  
  

    

 

Reserve for rate credits or policy experience rating refunds due to 
HCRL Risk Corridors  

 
- 

 
 - 

Operations (Revenue & Expenses)   
  

    

 
Effect of HCRL Risk Corridors on net premium income  

 
158,361 

 
 179,955 

 

Effect of HCRL Risk Corridors on change in reserves for rate 
credits  

 
- 

 
 - 

The risk corridor receivable activity by program year is presented below.     

Risk 
Corridors 
Program 

Year 

Estimated 
Amount to be 
Filed or Final 
Amount Filed 

with CMS 

Non-Accrued 
Amounts for 

Impairment or 
Other Reasons 

Amounts 
received from 

CMS 

Assets 
Balance 

(Gross of Non-
admissions) 

Non-admitted 
Amount 

Net 
Admitted 

Asset 

2014 $ 18,114,801 $ 15,081,396 $ 3,033,405 $ - $ - $ - 
2015  17,262,163  17,262,163  -  -  -  - 
2016  11,060,900  11,060,900  -  -  -  - 

Total $ 46,437,864 $ 43,404,459 $ 3,033,405 $ - $ - $ - 

The transitional reinsurance program required the Company to make reinsurance contributions 

for calendar years 2014 through 2016 to a state or HHS established reinsurance entity based 

on a national contribution rate per covered member as determined by HHS. While all 

commercial medical plans, including self-funded plans, are required to fund the reinsurance 

entity, only fully-insured non-grandfathered plans compliant with the HCRL in the individual 

commercial market were eligible for recoveries if individual claims exceed a specified threshold. 

Accordingly, the Company accounted for transitional reinsurance contributions associated with 

all commercial medical health plans other than these non-grandfathered individual plans as an 

assessment in operating costs in its statutory statements of revenue and expenses. The 

Company accounted for contributions made by individual commercial plans compliant with the 

HCRL, which were subject to recoveries, as ceded premiums (a reduction of earned premiums) 

and similarly the Company accounted for any recoveries as ceded benefits (a reduction of 

benefits incurred and loss adjustment expenses) in its statutory statements of revenue and 

expenses.  
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The statutory statements of admitted assets, liabilities and surplus, and the statements of 

revenue and expenses include the following amounts associated with the transitional HCRL 

reinsurance program as of December 31, 2018 and 2017: 

Assets    2018 
 

2017 

 
Amounts recoverable for claims paid due to HCRL Reinsurance $ - 

 
$ 10,972,182 

 

Amounts recoverable for claims unpaid due to HCRL 
Reinsurance (Contra Liability) 

 
- 

  
- 

 

Amounts receivable relating to uninsured plans for 
contributions for HCRL Reinsurance 

 
- 

  
- 

Liabilities 
  

  
   

 

Liabilities for contributions payable due to HCRL Reinsurance – 
not  reported as ceded premium 

 
-  

  
- 

 

Ceded reinsurance premiums payable due to HCRL 
Reinsurance 

 
- 

  
- 

 

Liabilities for amounts held under uninsured plans contributions 
for HCRL Reinsurance 

 
- 

  
- 

Operations (Revenues & Expenses) 
 

  
   

 
Ceded reinsurance premiums due to HCRL Reinsurance 

 
- 

  
- 

 

Reinsurance recoveries (income statement) due to HCRL 
Reinsurance payments or expected payments 

 
14,415 

  
16,445,028 

 

HCRL Reinsurance contributions – not reported as ceded 
premiums 

 
- 

  
- 

Amounts recoverable for claims unpaid due to HCRL Reinsurance is a contra liability and is 

included in benefits and loss adjustment expenses payable on the statutory statements of 

admitted assets, liabilities and surplus.  

On November 2, 2017, Humana filed suit against the United States of America in the United 

States Court of Federal Claims, on behalf of its health plans seeking recovery from the federal 

government of $43,404,459 in payments for the Company under the risk corridor premium 

stabilization program established under the HCRL, for the years 2014, 2015 and 2016.  

Humana’s case has been stayed by the Court, pending resolution of similar cases filed by other 

insurers. 

In addition to the provisions discussed above, beginning in 2014, HHS paid the Company a 

portion of the health care costs for low-income individual members for which the Company 

assumes no risk in accordance with the HCRL. These cost subsidy payments ceased effective 

October 2017.  The Company accounted for these subsidies as a deposit in its statutory 

statements of admitted assets, liabilities and surplus and as an operating activity in its 

statements of cash flows. The Company did not recognize earned premiums or benefits 

incurred and loss adjustment expenses for these subsidies. Receipt and payment activity was 

accumulated at the state level and recorded in its statutory statements of admitted assets, 

liabilities and surplus in health care and other receivables or accounts payable and accrued 

expenses depending on the state balance at the end of the reporting period.  

A roll-forward of prior year HCRL risk-sharing provisions for the following asset (gross of any 
nonadmission) and liability balances, along with the reasons for adjustments to prior year 
balances are presented below: 
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Accrued During the Prior 
Year on Business Written 
Before December 31 of 

the Prior Year 

Received or Paid as of 
the Current Year on 

Business Written 
Before December 31 of 

the Prior Year 

Differences Adjustments 
Unsettled Balances as of the 

Reporting Date 

Prior Year 
Accrued 

Less 
Payments 
(Col 1-3) 

Prior Year 
Accrued 

Less 
Payments 
(Col 2-4) 

To Prior 
Year 

Balances 

To Prior 
Year 

Balances   

Cumulative 
Balance from 
Prior Years 
(Col 1-3+7) 

Cumulative 
Balance from 
Prior Years 
(Col 2-4+8) 

1 2 3 4 5 6 7 8   9 10 

Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 

a. Permanent ACA Risk 
Adjustment Program   

          

1. Premium 
adjustments 
receivable (including 
high risk pool 
payments) 18,459,737  15,953,707  2,506,030  (2,517,587)  A.    (11,557)  

2. Premium 
adjustments 
(payables) 
(including high risk 
pool payments)  (8,359,869)  (5,612,466)  (2,747,403)  2,747,403 B.  - 

3. Subtotal ACA 
Permanent Risk 
Adjustment 
Program 18,459,737 (8,359,869) 15,953,707 (5,612,466) 2,506,030 (2,747,403) (2,517,587) 2,747,403  (11,557) - 

b. Transitional ACA 
Reinsurance 
Program             

1. Amounts 
recoverable for 
claims paid 10,972,182  10,986,597  (14,415)  14,415  C. -  

2. Amounts 
recoverable for 
claims unpaid 

(contra liability) -  -  -  -    -  

3. Amounts 
receivable relating 
to uninsured plans -  -  -  -    -  

4. Liabilities for 
contributions 
payable due to 
ACA Reinsurance- 
not reported as 
ceded premium  -  -  -  -    - 

5. Ceded reinsurance 
premiums payable  -  -  -  -    - 

6. Liability for 
amounts held 
under uninsured 
plans  -  -  -  -    - 

7. Subtotal ACA 
Transitional 
Reinsurance 
Program 10,972,182 - 10,986,597 - (14,415) - 14,415 -  - - 

c. Temporary ACA 
Risk Corridors 
Program             

1. Accrued 
retrospective 
premium -  158,361  (158,361)  158,361  D. -  

2. Reserve for rate 
credits or policy 
experience rating 
refunds  -  -  -  -    - 

3. Subtotal ACA Risk 
Corridors Program - - 158,361 - (158,361) - 158,361 -  - - 

d. Total for ACA Risk 
Sharing Provisions 29,431,919 (8,359,869) 27,098,665 (5,612,466) 2,333,254 (2,747,403) (2,344,811) 2,747,403  (11,557) - 

 

Attachment 2.5.5.1-6 HIC 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
23 of 60

Exempt from Business Proposal 
and Total Page Limits

357(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2018 and 2017 

22 
           

Explanation for adjustments 

A. Adjustments recorded to the 2017 risk adjustment receivable to align with the CMS 
payment report. 

B. Adjustments recorded to the 2017 risk adjustment payable to align with the CMS 
payment report. 

C. Adjustments recorded to the 2017 reinsurance receivable to align with the CMS 
payment report. 

D. Adjustments recorded for additional risk corridor payments received in 2018 that had 
been previously written off. 

Net collections under the 3Rs associated with prior coverage years were $21,486,199 and 

$118,071,754 in 2018 and 2017, respectively. The Company collected all reinsurance 

recoverables relating to prior coverage years in 2018. 

A roll-forward of risk corridor assets, gross of any nonadmissions and liability balances by 

program year, along with the reasons for adjustments to prior year balances are presented 

below.   

  

Accrued as of December 31 
of the Prior Reporting Year 

Received or Paid as of 
the Current Period on 

Business Written for the 
Risk Corridors Program 

Year 

Differences Adjustments 
Unsettled Balances as of 

the Reporting Date 

  

Accrued 
Less 

Payments 
(Col 1 -3) 

Accrued 
Less 

Payments 
(Col 2 -4) Balances Balances  

Cumulative 
Balance 

(Col 1-3+7) 

Cumulative 
Balance 

(Col 4-4+8) 

  1 2 3 4 5 6 7 8  9 10 

Risk Corridors 
Program Year  Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable) 

2014  

Accrued 
retrospective 
premium  - 

 

158,361 

 

(158,361) 

 

158,361 

 

A. - 

 

Reserve for 
rate credits or 
policy 
experience 
rating refunds  

 

- 

 

- 

 

- 

 

-  

 

- 

2015 

Accrued 
retrospective 
premium  - 

 

- 

 

- 

 

- 

 

  - 

 

Reserve for 
rate credits or 
policy 
experience 
rating refunds  

 

- 

 

- 

 

- 

 

-  

 

- 

2016 

Accrued 
retrospective 
premium  -  -  -  -  

 

-  
Reserve for 
rate credits or 
policy 
experience 
rating refunds   - 

 

- 

 

- 

 

- 

  

- 

Total for Risk 
Corridors - - 158,361 - (158,361) - 158,361 - 

 
- - 

Explanation for adjustments 

A. Adjustments recorded for additional risk corridor payments received in 2018 that had 
been previously written off. 
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n. Pharmacy Rebates: The Company benefits from several contractual agreements with 

pharmaceutical companies that offer rebates on certain prescription drugs based upon the rate 

of utilization through its agreement with Humana Pharmacy Solutions, Inc. (HPS) discussed in 

Note 10.  The Company’s method used to estimate rebates receivable is based on historical 

trends and actual amounts invoiced to manufacturers.  These rebates are recorded as a 

reduction of benefits incurred and loss adjustment expenses in the accompanying statutory 

statements of revenue and expenses. 

In accordance with SSAP No. 84, the following table summarizes the gross pharmacy rebate 

receivables included in admitted health care and other receivables in the accompanying 

statements of admitted assets, liabilities and surplus and the pharmacy rebates collected by 

quarter for 2018, 2017, and 2016:  

Quarter 

Estimated  
Pharmacy  
Rebates as  

Reported on  
Financial 

Statements 
 

Pharmacy  
Rebates as  

Billed or  
Otherwise  
Confirmed 

 

Actual Rebates  
Received Within 

90 Days of 
Billing 

 

Actual Rebates  
Received 

Within 91 to 
180 Days of 

Billing 
 

Actual 
Rebates  
Received 

More than 181 
Days After 

Billing 
12/31/2018 $ 871,791,853 

 
$ 871,791,853 

 
$ - 

 
$ - 

 
$ - 

9/30/2018 

 
1,019,941,316 

  
1,019,941,316 

  
1,016,254,784 

  
- 

  
- 

6/30/2018 

 
1,351,608,731 

  
1,351,608,731 

  
1,346,148,031 

  
5,460,700 

  
- 

3/31/2018 

 
914,970,239 

  
914,970,239 

  
914,970,239 

  
- 

  
- 

12/31/2017 

 
792,665,292 

  
792,665,292 

  
748,733,774 

  
42,233,855 

  
1,697,663 

9/30/2017 

 
839,797,724 

  
839,797,724 

  
839,456,062 

  
- 

  
341,662 

6/30/2017 

 
803,680,635 

  
803,680,635 

  
802,965,453 

  
607,609 

  
107,573 

3/31/2017 

 
831,181,809 

  
831,181,809 

  
831,166,820 

  
- 

  
14,989 

12/31/2016 

 
624,000,033 

  
624,000,033 

  
623,934,067 

  
65,966 

  
1,572,626 

9/30/2016 

 
631,616,885 

  
631,616,885 

  
631,594,994 

  
- 

  
21,891 

6/30/2016 

 
553,580,145 

  
553,580,145 

  
552,819,669 

  
- 

  
760,476 

3/31/2016 

 
515,521,963 

  
515,521,963 

  
515,243,619 

  
- 

  
278,344 

Amounts not collected within 90 days of invoice or confirmation date are nonadmitted.  

Pharmacy rebates receivable of $3,686,532 and $449,235 were nonadmitted at December 31, 

2018 and 2017, respectively.  

o. Risk-Share Agreements: The Company negotiates contractual agreements with group 

Medicare customers, some of which contain gain sharing provisions in the event the benefit 

ratio is less than an agreed-upon level.  In these agreements, the Company and the customers 

generally share evenly in the gain. The Company recorded gain share payable of $8,292,453 

and $30,534,625 as of December 31, 2018 and 2017, respectively, which is included in 

aggregate health policy reserves in the accompanying statements of admitted assets, liabilities 

and surplus. 

p. Benefits Incurred and Loss Adjustment Expenses: Benefits incurred and loss adjustment 

expenses include claim payments, capitation payments, pharmacy costs net of rebates, 

allocations of certain centralized expenses and various other costs incurred to provide health, 

dental and vision insurance coverage to members, as well as estimates of future payments to 

hospitals and others for medical care and other supplemental benefits provided on or prior to 

the date of the statements of admitted assets, liabilities and surplus.  Capitation payments 

represent monthly contractual fees disbursed to participating primary care physicians, and other 

providers who are responsible for providing medical care to members.  Pharmacy costs 

represent payments for members’ prescription drug benefits, net of rebates from drug 
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manufacturers.  Based on the nature of the expense, loss adjustment expenses are allocated 

between benefits incurred and loss adjustment expense and selling, general and administrative 

expense.   

The estimates of future medical claim payments are estimated using actuarial methods and 

assumptions based upon claim payment patterns, medical cost inflation, historical development 

such as claim inventory levels and claim receipt patterns, and other relevant factors.  

Corresponding administrative costs to process outstanding claims are estimated and accrued.  

The Company continually reviews estimates of future payments relating to claims costs for 

services incurred in the current and prior periods and adjusts as necessary.   

Benefits expense is recognized in the period in which services are provided and includes an 

estimate of the cost of services which have been incurred but not yet reported, or IBNR. The 

Company’s reserving practice is to consistently recognize the actuarial best point estimate 

within a level of confidence required by actuarial standards. Actuarial standards of practice 

generally require a level of confidence such that the liabilities established for IBNR have a 

greater probability of being adequate versus being insufficient, or such that the liabilities 

established for IBNR are sufficient to cover obligations under an assumption of moderately 

adverse conditions. Adverse conditions are situations in which the actual claims are expected 

to be higher than the otherwise estimated value of such claims at the time of the estimate. 

Therefore, in many situations, the claim amounts ultimately settled will be less than the 

estimate that satisfies the actuarial standards of practice. 

The Company reassesses the profitability of its contracts for providing insurance coverage to its 
members when current operating results or forecasts indicate probable future losses. The 
Company establishes a premium deficiency reserve in the current year to the extent that the 
sum of expected future costs, claim adjustment expenses, and maintenance costs exceeds 
related future premiums under contracts. For purposes of determining premium deficiencies, 
contracts are grouped in a manner consistent with how the Company’s policies are marketed, 
serviced, and measured for the profitability of such contracts. Losses recognized as a premium 
deficiency result in a beneficial effect in subsequent periods as operating losses under these 
contracts are charged to the liability previously established.  

The Company recorded premium deficiency liabilities of $2,189,000 at December 31, 2018 but 
none were recorded at December 31, 2017. The liability at December 31, 2018 is included in 
aggregate health policy reserves in the accompanying statements of admitted assets, liabilities 
and surplus.   

Management believes the Company’s benefits and loss adjustment expenses payable are 

adequate to cover future claims payments required. However, such estimates are based on 

knowledge of current events and anticipated future events. Therefore, the actual liability could 

differ materially from the amounts provided. 

q. Reserves for Life Contracts and Deposit-Type Contracts: The Company waives the 

deduction of deferred fractional premiums upon death of the insured and holds net level or 

modified premium reserves on mortality and interest bases that are consistent with statutory 

guidance. The Company does not return any portion of the final premium for periods beyond 

the date of death. Surrender values are not promised in excess of the legally computed 

reserves.   

As of December 31, 2018 and 2017 the Company did not have any life insurance in force for 

which the gross premiums were less than the net premiums according to the standard valuation 
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set by the OCI, as described in SSAP No. 51, Life Contracts (SSAP No. 51). As discussed in 

Note 10, all non-health insurance business, including all associated reserves, was ceded to 

HICK as of January 1, 2013. 

r. Administrative Service Only Contracts (ASO): Administrative services fees cover the 

processing of claims, offering access to the Company’s provider networks and clinical programs 

and responding to customer service inquiries from members of self-funded groups. Under ASO 

contracts, self-funded employers retain the risk of financing substantially all of the cost of health 

benefits. However, many ASO customers purchase stop loss insurance coverage from Humana 

to cover catastrophic claims or to limit aggregate annual costs. The Company does not reflect 

payment of ASO claims in its statutory statements of revenue and expenses.  

s. Mortgage Loans: Mortgage loans are current and carried at unpaid principal balances, net of 

discounts/premiums and valuation allowances. The Company has estimated the book/adjusted 

carrying value of its mortgage loans, to be $8,550,000 at December 31, 2018 and 2017. This 

estimate was established using a discounted cash flow method based on rating, maturity and 

future income when compared to the expected yield for mortgages having similar 

characteristics. The rating for mortgages in good standing is based on property type, location, 

market conditions, occupancy, debt service coverage, loan to value, caliber of tenancy, 

borrower and payment record. Problem mortgages are priced to reflect their monetary value to 

the Company, considering such things as the degree of default, whether or not the payments 

are still being made, interest rate, maturity and operating performance of the underlying 

collateral. 

During 2018 and 2017, the maximum and minimum lending rates for mortgage loans were 

6.65% at both year ends.  At the issuance of a loan, the percentage of loan to value on any one 

loan does not exceed 100. 

t. Nonadmitted Assets: Nonadmitted assets, which typically consist of premiums receivable past 

due in excess of 90 days, deferred tax assets in excess of certain limits, electronic data 

processing software in excess of certain limits, furniture and equipment, prepaid commissions 

and expenses, deposits, pharmacy rebates and other receivables past due in excess of 90 

days from the invoice date, are excluded from the statements of admitted assets, liabilities and 

surplus by direct charges to unassigned surplus in accordance with SSAP No. 4, Assets and 
Nonadmitted Assets (SSAP No. 4). 

u. Going Concern Considerations:  Effective December 31, 2016, the Company adopted 

revisions to SSAP No. 1, Disclosure of Accounting Policies, Risks & Uncertainties, and Other 
Disclosures (SSAP No. 1). The revisions require management of the Company to evaluate 

whether there is substantial doubt about the Company’s ability to continue as a going concern 

and provide certain disclosures if substantial doubt exists.  Management of the Company has 

completed its evaluation of the Company and determined that there is no substantial doubt 

about its ability to continue as a going concern. 

v. Subsequent Events: The Company evaluated subsequent events through April 29, 2019, the 

date these financial statements were issued or available to be issued. 

On January 1, 2019, the Company will not be subject to the annual fee under Section 9010 of 

the Federal HCRL as described in Note 2(b).  The Consolidated Appropriations Act enacted on 

December 18, 2015, included a one-time one year suspension in 2017 of the health insurer fee. 

The Continuing Resolution bill, H.R. 195, enacted on January 22, 2018, included a one year 
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suspension in 2019 of the health insurer fee, but the fee is scheduled to resume in calendar 

year 2020.  Based on the moratorium no segregation was recorded within special surplus for 

the annual health insurance industry fee related to the 2018 data year.  In 2018, the Company 

was subject to an annual fee under section 9010 of the Federal HCRL. This annual fee was 

allocated to individual health insurers based on the ratio of the amount of the entity’s net 

premiums written during the preceding calendar year to the amount of health insurance for any 

U.S. health risk that was written during the preceding calendar year. The 2018 fee was included 

in 2017 special surplus and paid September 30, 2018.  The impact of the annual health 

insurance industry fee on the Company's operations as of December 31, 2018 and 2017 were 

as follows: 

   2018 
 

2017 
          

HCRL fee assessment payable $ - $ 474,068,972 

HCRL fee assessment paid 
 

465,787,513   - 

Premium written subject to HCRL 9010 assessment 
 

-   22,596,604,285 

Total Adjusted Capital Level before surplus adjustment   3,721,217,981   4,184,921,607 

Total Adjusted Capital Level after surplus adjustment   3,721,217,981   3,710,852,635 

Authorized Control Level after surplus adjustment   911,846,230   804,955,561 

 

On March 26, 2019 the Company requested to pay a dividend to its parent Humana of 

$575,000,000 of which all was extraordinary.  The Company received approval to pay the 

dividend from the OCI on April 24, 2019.  The Company has not yet paid the dividend. 

The Company is not aware of any other events or transactions occurring subsequent to the 

balance sheet date, but before the issuance of the financial statements which may have a 

material effect on its financial condition.  

3.    Correction of Prior Period Errors 

In April of 2017, the Company determined that two ongoing provider disputes related to plan year 
2017 would result in additional claims of $8,933,927.  This resulted in the 2017 benefits and loss 
adjustment expenses payable to be understated by $8,933,927. The income statement, within 
benefits incurred and loss adjustment expenses, was also understated by $8,933,927 and federal 
and state taxes were overstated by $2,952,161.  Consistent with SSAP No. 3, Accounting Changes 
and Corrections of Errors (SSAP No. 3), the net impact of the claims dispute for 2016 after the tax 
impact was recorded as an adjustment to unassigned surplus. The full amount of the 2016 disputed 
claims was settled during the second quarter of 2017. 
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4. Bonds 

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2018 and 

2017 were as follows: 

 
  2018 

 
  Book/ 

      
 

  Adjusted 
 

Gross 
 

Gross 
  

 
  Carrying 

 
Unrealized 

 
Unrealized 

 
Estimated 

   Value 
 

Gains 
 

Losses 
 

Fair Value 

 
  

           U. S. Governments $ 45,220,981 
 

$  2,270 
 

$ (1,350,214) 
 

$ 43,873,037 

States, territories and possessions 
 

376,467,263 
  

133,524 
  

(4,760,328) 
  

371,840,459 
Political subdivisions of states, 

territories and possessions 
 

18,807,835 
  

- 
  

(87,537) 
  

18,720,298 
Special revenue and special 

assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions 

 
1,339,785,888 

  
1,212,255 

  
(22,068,751) 

  
1,318,929,392 

Industrial and miscellaneous 
 

1,766,934,171 
  

463,605 
  

(39,646,646) 
  

1,727,751,130 

 
Total bonds $ 3,547,216,138 

 
$ 1,811,654 

 
$ (67,913,476) 

 
$ 3,481,114,316 

 

 
 

2017 

  
Book/ 

      
 

  Adjusted 
 

Gross 
 

Gross 
  

 
  Carrying 

 
Unrealized 

 
Unrealized 

 
Estimated 

   Value 
 

Gains 
 

Losses 
 

Fair Value 

 
  

           U. S. Governments $ 103,490,746 

 
$  24,423 

 
$ (730,859) 

 
$ 102,784,310 

States, territories and possessions 
 

497,081,891 

  
4,034,194 

  
(3,445,909) 

  
497,670,176 

Political subdivisions of states, 
territories and possessions 

 
40,264,322 

  
81,425 

  
(495,112) 

  
39,850,635 

Special revenue and special 
assessment obligations and all 
non-guaranteed obligations of 
agencies and authorities of 
governments and their political 
subdivisions 

 

1,121,442,045 

  
9,015,123 

  
(7,999,652) 

  
1,122,457,516 

Industrial and miscellaneous  1,410,280,230 

  
12,635,911 

  
(8,347,503) 

  
1,414,568,638 

 
Total bonds $ 3,172,559,234 

 
$ 25,791,076 

 
$ (21,019,035) 

 
$ 3,177,331,275 
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The book/adjusted carrying value and estimated fair value of bonds and short-term investments at 

December 31, 2018, by contractual maturity, are shown below.  Expected maturities may differ from 

contractual maturities because borrowers may have the right to call or prepay obligations with or 

without call or prepayment penalties and because most structured securities provide for periodic 

payments through their lives. 

 
  Book/Adjusted 

 
Estimated 

   Carrying Value 
 

Fair Value 

 
  

     Due in one year or less $ 372,655,184  $ 371,991,020 

Due after one year through five years  1,004,660,451  
 

986,250,475 

Due after five years through ten years  632,563,473  
 

612,968,314 

Due after ten years  278,877,908  
 

273,859,752 

Mortgage and asset-backed securities  1,476,317,332   1,453,902,987 

  
$ 3,765,074,348  $ 3,698,972,548 

 

The detail of realized gains (losses) of bonds for the years ended December 31, 2018 and 2017 

were as follows: 

     2018 
 

2017 

 
     

     Gross realized gains $ 12,051,356 
 

$ 11,963,687 

Gross realized losses   (2,486,332) 
 

  (2,888,522) 

 

Net realized gains  $ 9,565,024 
 

$ 9,075,165 

 

Gross unrealized losses and fair values aggregated by investment category and length of time that 

individual securities have been in a continuous unrealized loss position at December 31, 2018 and 

2017 were as follows: 

 
   2018 

 
   Less Than 12 Months 

 
12 Months or More 

 
Total 

 
   Fair Unrealized 

 
Fair Unrealized 

 
Fair Unrealized 

    Value Losses 
 

Value Losses 
 

Value Losses 

 
   

              U.S. Governments $ 3,467,242 $ (4,297) 
 

$ 39,833,832 $ (1,345,917) 
 

$ 43,301,074 $ (1,350,214) 

States, territories and 
possessions  104,923,870 

 
(1,126,095) 

  
245,329,916 

 
(3,634,233) 

  
350,253,786 

 
(4,760,328) 

Political subdivisions of   
states, territories and  
possessions 

 
10,508,908 

 
(51,453) 

  
8,211,390 

 
(36,084) 

  
18,720,298 

 
(87,537) 

Special revenue and 
special assessment 
obligations and all 
non- guaranteed 
obligations of 
agencies and 
authorities of 
governments and their 
political subdivisions 

 

553,821,700 

 

(8,066,377) 
  

536,624,678 
 

(14,002,374) 
  

1,090,446,378 
 

(22,068,751) 

Industrial and misc.   963,697,674   (16,963,682) 
 

  529,889,721   (22,682,964) 
 
  1,493,587,394   (39,646,646) 

 

Total invested 
assets $ 1,636,419,395 $ (26,211,904) 

 
$ ,359,889,536 $ (41,701,572) 

 
$ 2,996,308,931 $ (67,913,476) 
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   2017 

 
   Less Than 12 Months 

 
12 Months or More 

 
Total 

 
   Fair Unrealized 

 
Fair Unrealized 

 
Fair Unrealized 

    Value Losses 
 

Value Losses 
 

Value Losses 

 
   

              U.S. Governments $ 7,710,933 $ (52,360) 
 

$ 44,041,757 $ (678,499) 
 

$ 51,752,690 $ (730,859) 

States, territories and 
possessions  192,251,227 

 
(1,848,064) 

  
113,456,908 

 
(1,597,845) 

  
305,708,135 

 
(3,445,909) 

Political subdivisions of   
states, territories and  
possessions 

 
8,465,207 

 
(16,455) 

  
20,504,510 

 
(478,657) 

  
28,969,716 

 
(495,112) 

Special revenue and 
special assessment 
obligations and all 
non- guaranteed 
obligations of 
agencies and 
authorities of 
governments and their 
political subdivisions 

 

276,542,352 
 

(1,475,307) 
  

371,801,258 
 

(6,524,345) 
  

648,343,611 
 

(7,999,652) 
Industrial and misc.   390,702,463   (3,368,340) 

 
  180,857,985   (4,979,163) 

 
  571,560,448   (8,347,503) 

 

Total invested 
assets $ 875,672,182 $ (6,760,526) 

 
$ 730,662,418 $ (14,258,509) 

 
$ 1,606,334,600 $ (21,019,035) 

 

The unrealized loss from all securities was generated from 575 investment positions at December 

31, 2018.  All issuers of securities the Company owns that were trading at an unrealized loss at 

December 31, 2018 remain current on all contractual payments. After taking into account these and 

other factors previously described, the Company believes these unrealized losses primarily were 

caused by an increase in market interest rates in the current markets since the time the securities 

were purchased. At December 31, 2018, the Company did not intend to sell the securities with an 

unrealized loss position, and it is not likely that the Company will be required to sell these securities 

before recovery of their amortized cost basis. As a result, the Company believes that the securities 

with an unrealized loss were not other-than-temporarily impaired at December 31, 2018.  

Unrealized gains or losses on bonds deemed temporary are included as an adjustment to surplus in 

the statutory financial statements. 

5. Reinsurance 

The Company reinsures portions of its business through various reinsurance treaties. These 

treaties protect the Company from sustaining losses above predetermined levels and are included 

as a reduction of earned premiums in the accompanying statements of revenue and expenses. 

Although the reinsurer in each case is primarily liable on the insurance ceded, the Company 

remains liable to the insured whether or not the reinsurer meets its contractual obligations. 

Effective August 3, 2018, retroactive to January 1, 2018, the company entered into a 100% 

Indemnity Coinsurance Assumed agreement with Kanawha Insurance Company (KIC), a related 

party at the time.  Under the terms of the contract, the Company assumed the group life and 

disability policies of KIC.  Effective August 9, 2018, pursuant to the Stock Purchase Agreement 

signed on November 6, 2017 between Humana and Continental General Insurance Company, KIC 

was sold and no longer affiliated with the Company.  For the year ended December 31, 2018, there 

were $4,619,770 premiums assumed related to this agreement. Total reserves assumed were 

$492,591 for the year ended December 31, 2018. 

Effective June 29, 2018 and August 3, 2018, retroactive to January 1, 2018, the Company entered 

into 100% Indemnity Coinsurance and Assumption reinsurance agreements with ManhattanLife 

Assurance Company of America and Manhattan Life Insurance Company, respectively, both are 

unrelated entities.  Under the terms of the contracts, the Company ceded its individual life, annuity 

and supplemental health products such as cancer, critical illness, hospital indemnity and accident 
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policies.  Initial policy and claim reserves transferred were $18,893,620.  For the year ended 

December 31, 2018 there were $6,181,779 premiums ceded related to this agreement.  Total 

reserves ceded were $11,993,284 for the year ended December 31, 2018.   

The Company has other reinsurance contracts with various insurers and affiliates as noted within 
Note 10.  For the years ended December 31, 2018 and 2017 there were $93,605,469 and 
$84,969,490 premiums ceded, respectively, related to these contracts.  For the year ended 
December 31, 2017 there were $98,914 premiums assumed related to these contracts.  No 
additional premiums were assumed in 2018.   

In 2018 and 2017, the Company did not commute any ceded reinsurance, nor did it enter into or 

engage in any agreement that reinsures policies or contracts that were in-force or had existing 

reserves as of the effective date of such agreements.  No write-offs of reinsurance balances 

occurred in 2018 or 2017.  The Company remains obligated for amounts ceded in the event that 

reinsurers do not meet their obligations. 

The Company has not entered into any reinsurance agreements in which the reinsurer may 

unilaterally cancel any reinsurance for reasons other than nonpayment of premiums or other 

amounts due.  The Company does not have any reinsurance agreements in effect in which the 

amount of losses paid or accrued through December 31, 2018 or 2017 would result in a payment to 

the reinsurer of amounts which, in the aggregate and allowing for offset of mutual credits from other 

reinsurance agreements with the same reinsurer, exceed the total direct premiums collected under 

the reinsured policies. 

6. Income Taxes 

The components of the net admitted deferred tax assets and deferred tax liabilities by character as 

of December 31, 2018 and 2017 were as follows: 

    2018 

    
Ordinary 

 
Capital 

 
Total 

            Gross deferred tax assets  $ 88,121,826 
 

$ 1,743,476 
 

$ 89,865,302 

Statutory valuation allowance adjustment    - 
 

  (1,743,476) 
 

  (1,743,476) 

 
Adjusted gross deferred tax assets 

  
88,121,826 

  
- 

  
88,121,826 

Deferred tax assets nonadmitted    (10,324,167) 
 

  - 
 

  (10,324,167) 

 
Subtotal net admitted deferred tax assets 

  
77,797,659 

  
- 

  
77,797,659 

Gross deferred tax liabilities    (3,164,722) 
 

  - 
 

  (3,164,722) 

 
Net admitted deferred tax asset/(liability) 

 
$ 74,632,937 

 
$ - 

 
$ 74,632,937 
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    2017 

    
Ordinary 

 
Capital 

 
Total 

            Gross deferred tax assets 
 

$  138,964,193 
 

$ 855,129 
 

$ 139,819,322 

Statutory valuation allowance adjustment 
 

  - 
 

  (855,129) 
 

  (855,129) 

 
Adjusted gross deferred tax assets 

  
138,964,193 

  
- 

  
138,964,193 

Deferred tax assets nonadmitted 
 

  (17,111,568) 
 

  - 
 

  (17,111,568) 

 
Subtotal net admitted deferred tax assets 

  
121,852,625 

  
- 

  
121,852,625 

Gross deferred tax liabilities 
 

  (3,261,958) 
 

  - 
 

  (3,261,958) 

 
Net admitted deferred tax asset/(liability) 

 
$  118,590,667 

 
$ - 

 
$ 118,590,667 

 

None of the Company’s ordinary (or capital) adjusted gross or net admitted DTAs were generated 

using tax planning strategies.  There are no temporary differences for which a DTL has not been 

established. 

The amount of admitted adjusted gross deferred tax assets under SSAP No. 101, Income Taxes 

(SSAP No. 101) as of December 31, 2018 and 2017 were as follows: 

    
December 31, 2018 

    Ordinary 
 

Capital 
 

Total 

            Federal income taxes paid in prior years recoverable 
through loss carrybacks  $   72,580,190 

 
$ - 

 
$ 72,580,190 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation  

 
2,052,747 

  
- 

  
2,052,747 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date  

 
XXX 

  
XXX 

  
2,052,747 

Adjusted gross deferred tax assets allowed per 
limitation threshold  

 
XXX 

  
XXX 

  
538,775,017 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities    3,164,722 

 
  - 

 
  3,164,722 

 

Deferred tax assets admitted as the result of 
application of SSAP No. 101 total 

 
$   77,797,659 

 
$ - 

 
$ 77,797,659 

 

    
December 31, 2017 

    Ordinary 
 

Capital 
 

Total 

            Federal income taxes paid in prior years recoverable 
through loss carrybacks  $   109,188,343 

 
$ - 

 
$ 109,188,343 

Adjusted gross deferred tax assets expected to be 
realized after application of the threshold limitation  

 
9,402,324 

  
- 

  
9,402,324 

Adjusted gross deferred tax assets expected to be 
realized following the Balance Sheet date  

 
XXX 

  
XXX 

  
9,402,324 

Adjusted gross deferred tax assets allowed per 
limitation threshold  

 
XXX 

  
XXX 

  
602,770,605 

Adjusted gross deferred tax assets offset by gross 
deferred tax liabilities    3,261,958 

 
  - 

 
  3,261,958 

 

Deferred tax assets admitted as the result of 
application of SSAP No. 101 total 

 
$   121,852,625 

 
$ - 

 
$ 121,852,625 
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The ratio percentage used to determine recovery period and threshold limitation amount was as 

follows: 

    
2018 

 
2017 

         Ratio percentage used to determine recovery period   
      and threshold limitation amount   394% 

  
499% 

Amount of adjusted capital and surplus used to determine   
      recovery period and threshold limitation  

$ 3,591,833,447 
 

$ 4,018,470,701 

 

The Company’s tax planning strategies do not include the use of reinsurance. 

The significant components of federal income taxes incurred for the years ended December 31, 

2018 and 2017 consisted of the following: 

    2018 
 

2017 

         Current year income tax provision  $ 297,497,046  $ 442,334,855 

Revisions in prior years’ estimated taxes  
  (43,308,258)     (851,075) 

Federal income tax expense excluding the tax on realized 
capital gains and before change in net deferred income 
taxes 

  
254,188,788 

 

 
441,483,780 

Tax on realized capital gains   1,989,160  
 

3,236,535 

Change in net deferred income taxes  
  50,745,131    77,203,573 

Correction of prior period error   -   (2,712,473) 

 
Total statutory income taxes 

 
$ 306,923,079   $ 519,211,415  
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The tax effects of temporary differences that give rise to significant portions of the DTAs and DTLs 

in the Company’s statements of admitted assets, liabilities and surplus at December 31, 2018 and 

2017 were as follows: 

    2018 
 

2017 
 

Change 

            DTAs resulting from book/tax 
differences in   

       Ordinary 

          

 
Discounting of unpaid losses  $ 27,379,248 

 
$ 37,585,492 

 
$ (10,206,244) 

 
Advance premiums  

 
4,603,496 

  
4,983,584 

  
(380,088) 

 
Policyholder reserves  

 
169,581 

  
580,934 

  
(411,353) 

 
Investments  

 
- 

  
- 

  
- 

 
Deferred acquisition costs  

 
18,214,629 

  
41,012,147 

  
(22,797,518) 

 
Policyholder dividends accrual  

 
- 

  
- 

  
- 

 
Fixed assets  

 
- 

  
- 

  
- 

 
Compensation and benefit accruals  

 
18,882,304 

  
39,332,433 

  
(20,450,129) 

 
Pension accruals  

 
- 

  
- 

  
- 

 
Receivables - nonadmitted  

 
- 

  
- 

  
- 

 
Net operating loss carryforwards  

 
- 

  
- 

  
- 

 
Tax credit carryforward  

 
- 

  
- 

  
- 

 
Other 

  
108,996 

  
196,662 

  
(87,666) 

 
Bad debts  

 
1,778,087 

  
1,079,763 

  
698,324 

 
Accrued litigation  

 
43,470 

  
204,435 

  
(160,965) 

 
CMS Rx reserves  

 
15,255,850 

  
9,925,224 

  
5,330,626 

 CMS risk corridor – ACA   -   -   - 

 
Medicare risk adjustment data  

 
- 

  
- 

  
- 

 
Miscellaneous reserves    362,960 

 
  2,955,942 

 
  (2,592,982) 

 Accrued lease   824,602   651,676   172,926 

 Section 197 intangibles   335,359   369,755   (34,396) 

 Reinsurance fee   -   -   - 

 Provider contracts   163,244   86,146   77,098 

  
Gross ordinary DTAs  

 
88,121,826 

  
138,964,193 

  
(50,842,367) 

Statutory valuation allowance adjustment  
 

- 
  

- 
  

- 

Nonadmitted ordinary DTAs    (10,324,167) 
 

  (17,111,568) 
 

  6,787,401 

  
Admitted ordinary DTAs  

 
77,797,659 

 
 121,852,625 

  
(44,054,966) 

Capital 
          

 
Investments  

 
1,743,476 

  
855,129 

  
888,347 

 
Net capital loss carryforwards  

 
- 

  
- 

  
- 

 
Real estate  

 
- 

  
- 

  
- 

 
Other 

 
  - 

 
  - 

 
  - 

  
Gross capital DTAs  

 
1,743,476 

  
855,129 

  
888,347 

Statutory valuation allowance adjustment  
 

(1,743,476) 
  

(855,129) 
  

(888,347) 

Nonadmitted capital DTAs    - 
 

  - 
 

  - 

  
Admitted capital DTAs    - 

 
  - 

 
  - 

  
Admitted DTAs  $ 77,797,659 

 
$ 121,852,625 

 
$ (44,054,966) 

 

  

Attachment 2.5.5.1-6 HIC 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
35 of 60

Exempt from Business Proposal 
and Total Page Limits

369(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2018 and 2017 

34 
           

    2018 
 

2017 
 

Change 

            DTLs resulting from book/tax differences in   
       Ordinary 

          

 
Investments  $ - 

 
$ - 

 
$ - 

 
Fixed assets  

 
(56,361) 

  
(3,169,494) 

  
3,113,133 

 
Deferred and uncollected premium  

 
- 

  
- 

  
- 

 
Policyholder reserves  

 
- 

  
- 

  
- 

 

Other 
 

 
- 

  
- 

  
- 

 
Premium acquisition expense 

 
  (77,679) 

 
  (92,464) 

 
  14,785 

    CMS RX Reserve   -   -   - 

 Reserve Transition Adjustment   (3,030,682)   -   (3,030,682) 

  
Ordinary DTLs    (3,164,722) 

 
  (3,261,958) 

 
  97,236 

Capital 
          

 
Investments  

 
- 

  
- 

  
- 

 
Real estate  

 
- 

  
- 

  
- 

 

Other 

  
  - 

 
  - 

 
  - 

  
Capital DTLs    - 

 
  - 

 
  - 

  
DTLs    (3,164,722) 

 
  (3,261,958) 

 
  97,236 

  
Net deferred tax assets/(liabilities)  $ 74,632,937 

 
$ 118,590,667 

 
$ (43,957,730) 

The Company considers all available sources of income in determination of the need for a statutory 

valuation allowance. There is no statutory valuation allowance on the ordinary portion of the DTA 

as the tax allocation agreement between the Company and Humana grants the Company the 

enforceable right to be paid for future losses it may incur. There is no ordinary DTA generated by 

the Company which Humana does not expect the consolidated tax filing group to benefit from.  A 

statutory valuation allowance has been set up for deferred taxes on future capital loss items, due to 

uncertainty regarding the timing of their reversal.   

The tax reform law enacted on December 22, 2017 (the Tax Reform Law) reduced the statutory 
federal corporate income tax rate to 21 percent from 35 percent, beginning in 2018. The rate 
reduction required a remeasurement of the Company’s net deferred tax asset. The impact on 
December 31, 2017 surplus was as follows: 

    Surplus Impact 

Tax Reform Effect on Operations  $ (90,468,156) 

Tax Reform Effect on Deferred Taxes Non-Admitted    11,407,712 

Tax Reform Effect on Unrealized Gains and Losses   - 

Total Impact of Tax Reform  $ (79,060,444) 

 

Revisions in 2018 to the Company’s prior estimate for the effects of the Tax Reform Law were not 

material to the financial statements.  This completes the Company’s accounting related to Tax 

Reform. 

The change in nonadmitted deferred tax assets from December 31, 2017 to 2018 was a decrease 

of $6,787,401.  The change in nonadmitted deferred tax assets from December 31, 2016 to 2017 

was a decrease of $20,408,098. 

The provision for federal income taxes incurred is different from that which would be obtained by 

applying the statutory federal income tax rate to income before income taxes due principally to the 
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HCRL fee, dividends received deduction and change to nonadmitted assets & deferred tax true-ups 

in 2018.   

The Company had no net operating loss carryforwards at December 31, 2018 or 2017. 

The following table demonstrates the income tax expense for 2017 and 2018 that is available for 

recoupment in the event of future net losses: 

  Ordinary 
 

Capital 
 

Total 
2017 

 
396,314,124 

  
3,236,535 

  
399,550,659 

2018 
 

297,497,046 
  

1,989,160 
  

299,486,206 

  
$ 693,811,170 

 
$ 5,225,695 

 
$ 699,036,865 

There are no deposits admitted under IRC § 6603, Deposits Made to Suspend Running of Interest 
on Potential Underpayments. 

The Company is included in the consolidated federal income tax return of Humana and its wholly 

owned subsidiaries.  Under a written agreement, Humana allocates its federal income tax liability 

among the subsidiaries of the consolidated return group (including the Company) based on the 

ratio that each subsidiary's separate return tax liability for the year bears to the sum of the separate 

return liabilities of all subsidiaries.  Benefits for net operating losses are recognized currently.  The 

final settlement under this agreement is made after the annual filing of the consolidated income tax 

return. 

As part of the consolidated income tax return of Humana, the Company has accrued no tax 

contingencies during 2018 or 2017.   

As of December 31, 2018, there were no positions for which management believes it is reasonably 

possible that the total amounts of tax contingencies will significantly increase or decrease within 

12 months of the reporting date.  Humana files income tax returns in U.S. federal jurisdiction and 

several state jurisdictions. The U.S. Internal Revenue Service (IRS) has completed its examinations 

of Humana’s consolidated income tax returns for 2017 and prior years.  Humana’s 2018 tax return 

is under advance review by the IRS under the Compliance Assurance Process.  Humana is not 

aware of any material adjustments that may be proposed as a result of any ongoing or future 

examinations. 
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The names of the entities with whom the Company’s federal income tax return is consolidated for 

the current year include the following: 

HUMANA INC. AND SUBSIDIARIES INCLUDED IN 2018 CONSOLIDATED FEDERAL INCOME TAX 
RETURN 

   CALENDAR YEAR ENDED DECEMBER 31, 2018 
AFFILIATIONS SCHEDULE 

   CORPORATE NAME AND EMPLOYER IDENTIFICATION NUMBER 
THE ADDRESS OF EACH COMPANY IS:   P. O. BOX 740026, LOUISVILLE, KY 40201 

   

  
EMPLOYER 

CORP. 
 

IDENTIFICATION 
NO. CORPORATION NAME NUMBER 

1 HUMANA INC. 61-0647538 
2 154TH STREET MEDICAL PLAZA, INC. 65-0851053 
3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-OWNERS, 

INC. 
20-5309363 

4 54TH STREET MEDICAL PLAZA, INC. 65-0293220 
5 AMERICAN ELDERCARE, INC. 65-0380198 
6 ARCADIAN HEALTH PLAN, INC. 20-1001348 
7 CAC MEDICAL CENTER HOLDINGS, INC. 30-0117876 
8 CAC-FLORIDA MEDICAL CENTERS, LLC 26-0010657 
9 CARENETWORK, INC. 39-1514846 

10 CAREPLUS HEALTH PLANS, INC. 59-2598550 
11 CARITEN HEALTH PLAN INC. 62-1579044 
12 CHA HMO, INC. 61-1279717 
13 CHA SERVICE COMPANY, INC. 61-1279716 
14 COMPBENEFITS COMPANY 59-2531815 
15 COMPBENEFITS CORPORATION 04-3185995 
16 COMPBENEFITS DENTAL, INC. 36-3686002 
17 COMPBENEFITS DIRECT, INC. 58-2228851 
18 COMPBENEFITS INSURANCE COMPANY 74-2552026 
19 COMPLEX CLINICAL MANAGEMENT, INC. 45-3713941 
20 CONTINUCARE CORPORATION 59-2716023 
21 CONTINUCARE MEDICAL MANAGEMENT, INC. 65-0791417 
22 CONTINUCARE MSO, INC. 65-0780986 
23 DEFENSEWEB TECHNOLOGIES, INC. 33-0916248 
24 DENTAL CARE PLUS MANAGEMENT, CORP. 36-3512545 
25 DENTICARE, INC. 76-0039628 
26 EMPHESYS INSURANCE COMPANY 31-0935772 
27 EMPHESYS, INC. 61-1237697 
28 FAMILY PHYSICIANS OF WINTER PARK, INC. 59-3164234 
29 FPG ACQUISITION CORP. 81-3802918 
30 FPG ACQUISITION HOLDINGS CORP. 81-3819187 
31 FPG HOLDING COMPANY, LLC 32-0505460 
32 HARRIS, ROTHENBERG INTERNATIONAL, INC. 27-1649291 
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33 HEALTH VALUE MANAGEMENT, INC. 61-1223418 
34 HUMANA ACTIVE OUTLOOK, INC. 20-4835394 
35 HUMANA AT HOME (DALLAS), INC. 75-2739333 
36 HUMANA AT HOME (HOUSTON), INC. 76-0537878 
37 HUMANA AT HOME (MA), INC. 04-3580066 
38 HUMANA AT HOME (SAN ANTONIO), INC.  01-0766084 
39 HUMANA AT HOME (TLC), INC. 75-2600512 
40 HUMANA AT HOME 1, INC. 65-0274594 
41 HUMANA AT HOME, INC. 13-4036798 
42 HUMANA BEHAVIORAL HEALTH, INC. 75-2043865 
43 HUMANA BENEFIT PLAN OF ILLINOIS, INC. 37-1326199 
44 HUMANA DENTAL COMPANY 59-1843760 
45 HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC. 46-4912173 
46 HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC. 58-2209549 
47 HUMANA GOVERNMENT BUSINESS, INC. 61-1241225 
48 HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC. 72-1279235 
49 HUMANA HEALTH COMPANY OF NEW YORK, INC. 26-2800286 
50 HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC. 61-1041514 
51 HUMANA HEALTH PLAN OF CALIFORNIA, INC. 26-3473328 
52 HUMANA HEALTH PLAN OF OHIO, INC. 31-1154200 
53 HUMANA HEALTH PLAN OF TEXAS, INC. 61-0994632 
54 HUMANA HEALTH PLAN, INC. 61-1013183 
55 HUMANA HEALTHCARE RESEARCH, INC. (f/k/a COMPREHENSIVE 

HEALTH INSIGHTS, INC.) 
42-1575099 

56 HUMANA HOME ADVANTAGE (TX), P.A. 81-0789608 
57 HUMANA INNOVATION ENTERPRISES, INC. 61-1343791 
58 HUMANA INSURANCE COMPANY 39-1263473 
59 HUMANA INSURANCE COMPANY OF KENTUCKY 61-1311685 
60 HUMANA INSURANCE COMPANY OF NEW YORK 20-2888723 
61 HUMANA MARKETPOINT, INC. 61-1343508 
62 HUMANA MEDICAL PLAN OF MICHIGAN, INC. 27-3991410 
63 HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC. 27-4460531 
64 HUMANA MEDICAL PLAN OF UTAH, INC. 20-8411422 
65 HUMANA MEDICAL PLAN, INC. 61-1103898 
66 HUMANA PHARMACY SOLUTIONS, INC. 45-2254346 
67 HUMANA PHARMACY, INC. 61-1316926 
68 HUMANA REGIONAL HEALTH PLAN, INC. 20-2036444 
69 HUMANA VETERANS HEALTHCARE SERVICES, INC. 20-8418853 
70 HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE 

CORPORATION 
39-1525003 

71 HUMANADENTAL INSURANCE COMPANY 39-0714280 
72 HUMANADENTAL, INC. 61-1364005 
73 HUMCO, INC. 61-1239538 
74 HUM-e-FL, INC. 61-1383567 
75 KANAWHA INSURANCE COMPANY 57-0380426 
76 KMG AMERICA CORPORATION 20-1377270 
77 MANAGED CARE INDEMNITY, INC. 61-1232669 
78 MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS 27-4379634 
79 METCARE OF FLORIDA, INC. 65-0879131 
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80 METROPOLITAN HEALTH NETWORKS, INC. 65-0635748 
81 PARTNERS IN INTEGRATED CARE, INC. 47-2905609 
82 PARTNERS IN PRIMARY CARE (GA), P.C. 83-2624178 
83 PARTNERS IN PRIMARY CARE (KS), P.A. 82-2000699 
84 PARTNERS IN PRIMARY CARE (NC), P.C. 82-1926920 
85 PARTNERS IN PRIMARY CARE, P.A. 47-1161014 
86 PHP COMPANIES, INC. 62-1552091 
87 PREFERRED HEALTH PARTNERSHIP, INC. 62-1250945 
88 PRESERVATION ON MAIN, INC. 20-1724127 
89 PRIMARY CARE HOLDINGS, INC. 46-1225873 
90 ROHC, LLC 75-2844854 
91 SENIORBRIDGE (NC), INC. 56-2593719 
92 SENIORBRIDGE CARE MANAGEMENT, INC. 80-0581269 
93 SENIORBRIDGE FAMILY COMPANIES (AZ), INC. 46-0702349 
94 SENIORBRIDGE FAMILY COMPANIES (CA), INC. 45-3039782 
95 SENIORBRIDGE FAMILY COMPANIES (CT), INC. 27-0452360 
96 SENIORBRIDGE FAMILY COMPANIES (FL), INC. 65-1096853 
97 SENIORBRIDGE FAMILY COMPANIES (IL), INC. 02-0660212 
98 SENIORBRIDGE FAMILY COMPANIES (MD), INC. 81-0557727 
99 SENIORBRIDGE FAMILY COMPANIES (MO), INC. 46-0677759 

100 SENIORBRIDGE FAMILY COMPANIES (NJ), INC. 36-4484449 
101 SENIORBRIDGE FAMILY COMPANIES (NY), INC. 36-4484443 
102 SENIORBRIDGE FAMILY COMPANIES (OH), INC. 20-0260501 
103 SENIORBRIDGE FAMILY COMPANIES (PA), INC. 38-3643832 
104 SENIORBRIDGE FAMILY COMPANIES (VA), INC. 46-0691871 
105 TEXAS DENTAL PLANS, INC. 74-2352809 
106 THE DENTAL CONCERN, INC. 52-1157181 
107 TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A. 47-2770181 
108 TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A. 47-2111323 
109 TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C. 47-2750105 
110 TRANSCEND INSIGHTS, INC. 80-0072760 
111 TRANSCEND POPULATION HEALTH MANAGEMENT, LLC 46-5329373 
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7. Benefits and Loss Adjustment Expenses Payable 

Activity in benefits and loss adjustment expenses payable for the years ended December 31, 2018 

and 2017 are summarized as follows: 

  
2018 

 
2017 

       Balance at January 1, $ 2,033,585,308 
 

$ 1,706,703,563 

Benefits incurred and loss adjustment expenses related to 
     

 
Current year 

 
21,281,912,024 

  
19,777,062,324 

 
Prior year   (193,737,626) 

 
  (228,650,838) 

   
21,088,174,398 

  
19,548,411,486 

Benefits and loss adjustment expenses paid related to 
 

  
  

  

 
Current year 

 
19,411,499,315 

  
17,774,707,325 

 
Prior year   1,507,817,957 

  
1,446,822,416 

   
20,919,317,272 

  
19,221,529,741 

Balance at December 31, $ 2,202,442,434 
 

$ 2,033,585,308 

 
Benefits and loss adjustment expenses payable at December 31, 2017 and 2016 ultimately settled 
during 2018 and 2017 for $193,737,626 and $228,650,838 less, respectively, than the amounts 
originally estimated as a result of favorable developments of unpaid claims and claim adjustment 
expenses principally on Medicare operations.  These favorable developments were generally the 
result of ongoing analysis of recent loss development trends. Original estimates are increased or 
decreased as additional information becomes known regarding individual claims.  The Company did 
not record any adjustments to premiums related to prior period claims development. 

8. Dividend Restrictions 

Dividends or returns of capital to shareholders are noncumulative and are paid as determined by 

the Board of Directors.  In accordance with the OCI statutes, the maximum amount of dividends or 

returns of capital to shareholders which can be paid by the Company without prior approval by the 

OCI is the lesser of 10% of total surplus or net gain from operations from the prior year.  Based on 

these restrictions, the Company could have paid a maximum dividend to shareholders of 

approximately $418,400,000 in 2018 without prior regulatory approval. 

Dividends or returns of capital to shareholders paid by the Company are listed below.  These 

dividends or returns of capital to shareholders are included as dividends or returns of capital paid 

from unassigned surplus in the accompanying statements of changes in surplus depending on the 

Company’s position each year, in accordance with state regulations.  As shown in the table below, 

dividends paid in 2018 were deemed extraordinary as two dividends were paid in one year.  

Extraordinary amounts have been approved by the Department. 

   Dividend or Return of Capital 
Amount  

Date Paid    Ordinary  Extraordinary  
Dividend $ - $ 975,000,000  April 20, 2018 

Dividend  -  350,000,000  December 19, 2018 

 Total paid in 2018 $ - $ 1,325,000,000   
        

Dividend $ 422,400,000 $ 502,600,000  June 1, 2017 

 Total paid in 2017 $ 422,400,000 $ 502,600,000   
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9. Risk Based Capital Requirements 

The Company is required to report an assessment of its solvency based upon the NAIC’s Managed 

Care Organizations RBC analysis formulas.  This RBC requirement, referred to as ACL, is the 

minimum level of capital deemed necessary for a health insurer based on the assets held and 

business written.  The state of Wisconsin has passed legislation to adopt RBC.  The Company’s 

Total Adjusted Capital must be equal to or above its ACL RBC of $911,846,230 or the Company, 

under the discretion of the Commissioner of the OCI, could be placed under regulatory control.   

In addition, the Company must comply with the regulations of the state of Wisconsin which require 

a minimum capital and surplus level of $3,200,355,060 or the Company could be subject to 

regulatory action. The Company maintained capital and surplus of $3,720,672,880 and 

$4,184,513,340 as of December 31, 2018 and 2017, respectively. 

10. Related Party Transactions 

The Company has a written management agreement with Humana and other related parties 
whereby the Company is provided with medical and executive management, information systems, 
claims processing, billing and enrollment, and telemarketing and other services as required by the 
Company.  These fees are allocated to benefits incurred and loss adjustment expenses and selling, 
general and administrative expenses based on the nature of the services performed.  Management 
fee expenses related to services which are shared with other related parties are allocated to the 
Company using a method that approximates an amount as if the expense had been incurred solely 
by the Company.   

As a part of this agreement, Humana makes cash disbursements on behalf of the Company which 
include, but are not limited to, general and administrative expenses and payroll.  

A wholly owned insurance subsidiary of Humana insures certain professional liability risks for the 
Company. Included in selling, general and administrative expenses are charges for such coverage 
of $5,036,781 and $3,867,589 for the years ended December 31, 2018 and 2017, respectively. 

Employees of the Company participate in stock based compensation plans that are sponsored by 
Humana for which the Company has no legal obligation.  The costs associated with these plans are 
being allocated to the Company based on detailed cost examination and interview processes.  As 
of December 31, 2018 and 2017 total allocated expenses associated with these plans were 
$20,266,799 and $18,906,296, respectively, and are included in the management fee noted below. 

Transactions under management agreements and service contracts charged to operations for the 
years ended December 31, 2018 and 2017 were $(71,865,173) and $237,525,108, respectively.  
These transactions include the expense incurred under the inter-company tax sharing agreement, 
discussed in Note 6, which were $292,138,030 and $472,626,118 for the years ended December 
31, 2018 and 2017, respectively.  These amounts are net of fees received for services provided to 
wholly owned subsidiaries of Humana whereby the Company provides claims processing, billing 
and enrollment and other services as required by the subsidiaries.  These amounts are allocated to 
the affiliates using a method that approximates an amount as if the expense had been incurred 
solely by the affiliates.  The Company continues to be primarily liable for any outstanding payments 
made on behalf of the Company should Humana not be able to fulfill its obligations. 
 
The Company reported $64,578,016 and $275,574,930 due from Humana at December 31, 2018 
and 2017, respectively, all of which was settled between the Company and Humana subsequent to 
both year ends. 
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HPS, an affiliated entity, has various contracts with pharmacy manufacturers to provide the 
Company with purchase discounts and volume rebates on certain prescription drugs utilized by its 
members. The Company has an agreement with HPS to collect pharmacy rebates on its behalf and 
remit them to the Company on a monthly basis. Any pharmacy rebates not yet received by but due 
from the pharmacy manufacturers are included in healthcare and other receivables in the 
statements of admitted assets, liabilities and surplus.  See Note 2(n) for further consideration of 
related pharmacy rebates. 

The Company received no capital contributions in the years ended December 31, 2018 or 2017.  

Effective January 1, 2013, the Company signed a reinsurance agreement with HICK, an affiliated 
entity. Under terms of the contract, the Company ceded all non-health insurance business including 
all of its individual and group life, annuity, deposit-type contracts, specified disease, disability 
income, accident or accidental death and dismemberment, and hospital indemnity insurance 
business.  For the year ended December 31, 2018 and 2017 there were $26,637,618 and 
$28,977,431 premiums ceded, respectively, related to this agreement.   

11. Employee Benefit Plans 

The Company’s employees are eligible to participate in the Humana Retirement Savings Plan (the 

Plan), a defined contribution plan, sponsored by Humana.  The Plan maintains two accounts, the 

Savings Account and the Retirement Account.  Humana’s total contributions paid to the Plan were 

$194,704,927 and $216,450,717 for the years ended December 31, 2018 and 2017, respectively.  

Of these contributions, the Company contributed $93,255,484 and $82,798,712 during 2018 and 

2017, respectively, which are included in selling, general and administrative expenses in the 

accompanying statements of revenue and expenses.  As of December 31, 2018 and 2017, the fair 

market value of the Humana Retirement Savings Plan’s assets were $4,284,204,823 and 

$4,638,342,913, respectively. 

12. Lease Commitments 

The Company has entered into operating leases for medical and administrative office space and 

equipment with lease terms ranging from one to five years.  Operating lease rental payments 

charged to expenses for the years ended December 31, 2018 and 2017 was $19,852,732 and 

$20,149,695, respectively, which are included in selling, general and administrative expenses in the 

accompanying statements of revenue and expenses.   

In 2017 the Company terminated lease agreements early resulting in the recognition of a liability 

included within accounts payable and accrued expenses within the accompanying statements of 

admitted assets, liabilities and surplus.  The following table includes the leases terminated and the 

related liability remaining at December 31, 2018 and 2017: 

 2018  2017 

Memphis TN $ 8,032 $ 100,371 
Keystone Crossing Office Park 

 
-  63,022  

NYC Regus 
 

-  38,018  

 
Total liability $ 8,032  $ 201,411 
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Future minimum rental payments required under operating leases as of December 31, 2018, which 

have initial or remaining noncancelable lease terms in excess of one year, were as follows: 

Years Ended December 31, 
 2019 $ 15,320,117 

2020 
 

13,165,612 
2021 

 
11,258,216 

2022 
 

5,523,153 
2023 

 
1,375,948 

Thereafter 
 

- 

 
Total minimum lease payments $ 46,643,046 

13. Contingencies and Concentrations of Risk 

a. CMS Contracts:  The Company’s MA and Medicare Part D contracts (the Contracts) with CMS 

are renewed generally for a calendar year term unless CMS notifies the Company of its 

decision not to renew by May 1 of the calendar year in which the contract would end, or the 

Company notifies CMS of its decision not to renew by the first Monday in June of the calendar 

year in which the contract would end.  Earned premiums relating to the Contracts were 

$22,195,966,618 and $19,719,985,594 for the years ended December 31, 2018 and 2017, 

respectively.  The loss of the Contracts or significant changes in the Medicare program as a 

result of legislative or regulatory action, including reductions in premium payments, or increases 

in member benefits without corresponding increases in premium payments, may have a 

material adverse effect on the Company’s statutory statements of admitted assets, liabilities 

and surplus, and related statutory statements of revenue and expenses, changes in surplus, 

and cash flows.  All material contracts between the Company and CMS relating to its Medicare 

products have been renewed for 2019, and all product offerings filed with CMS for 2019 have 

been approved.   

CMS uses a risk-adjustment model which adjusts premiums paid to MA plans according to 

health status of covered members.  The risk-adjustment model, which CMS implemented 

pursuant to the BBA and BIPA, generally, pays more where a plan’s membership has higher 

expected costs.  Under this model, rates paid to MA plans are based on actuarially determined 

bids, which include a process whereby prospective payments are based on the Company’s 

estimated cost of providing standard Medicare-covered benefits to an enrollee with a “national 

average risk profile.”  That baseline payment amount is adjusted to reflect the health status of 

the Company’s enrolled membership.  Under the risk-adjustment methodology, all MA plans 

must collect and submit the necessary diagnosis code information from hospital inpatient, 

hospital outpatient, and physician providers to CMS within prescribed deadlines.  The CMS 

risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium payment 

to MA plans, which CMS adjusts for coding pattern differences between the health plans and 

the government fee-for-service program.  The Company generally relies on providers, including 

certain providers in its network who are employees of affiliates of the Company to code their 

claim submissions with appropriate diagnoses, which the Company sends to CMS as the basis 

for the Company’s payment received from CMS under the actuarial risk-adjustment model.  The 

Company also relies on these providers to appropriately document all medical data, including 

the diagnosis data submitted with claims. In addition, the Company conducts medical record 

reviews as part of its data and payment accuracy compliance efforts, to more accurately reflect 

diagnosis conditions under the risk adjustment model.  These compliance efforts include the 

internal contract level audits described in more detail below as well as ordinary course reviews 

of the Company’s internal business processes. 
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CMS is phasing-in the process of calculating risk scores using diagnoses data from the RAPS 

to diagnoses data from the EDS. The RAPS process requires MA plans to apply a filter logic 

based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For 

submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS 

will apply the risk adjustment filtering logic to determine the risk scores. For 2018, 15% of the 

risk score was calculated from claims data submitted through EDS.  In 2019 and 2020 CMS will 

increase that percentage to 25% and 50%, respectively.  The phase-in from RAPS to EDS 

could result in different risk scores from each dataset as a result of plan processing issues, 

CMS processing issues, or filtering logic differences between RAPS and EDS, and could have 

a material adverse effect on the Company’s results of statutory statements of revenue and 

expenses, changes in surplus, or cash flows.   

CMS and the Office of the Inspector General of Health and Human Services (HHS-OIG) are 

continuing to perform audits of various companies’ selected MA contracts related to this risk 

adjustment diagnosis data.  These audits are referred to herein as Risk-Adjustment Data 

Validation Audits, or RADV audits.  RADV audits review medical records in an attempt to 

validate provider medical record documentation and coding practices which influence the 

calculation of premium payments to MA plans.  

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C 

Medicare Advantage Risk Adjustment Data Validation (RADV) Contract-Level Audits”.  The 

payment error calculation methodology provided that, in calculating the economic impact of 

audit results for an MA contract, if any, the results of the RADV audit sample would be 

extrapolated to the entire MA contract after a comparison of the audit results to a similar audit 

of Medicare FFS, the Company refers to the process of accounting for errors in FFS claims as 

the FFS Adjuster.  This comparison of RADV audit results to the FFS error rate is necessary to 

determine the economic impact, if any, of RADV audit results because the government used 

the Medicare FFS program data set, including any attendant errors that are present in that data 

set, to estimate the costs of various health status conditions and to set the resulting 

adjustments to MA plans’ payment rates in order to establish actuarial equivalence in payment 

rates as required under the Medicare statute.  CMS already makes other adjustments to 

payment rates based on a comparison of coding pattern differences between MA plans and 

Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data 

versus the Medicare FFS program dataset). 

The final RADV extrapolation methodology, including the first application of extrapolated audit 

results to determine audit settlements, is expected to be applied to CMS RADV contract level 

audits conducted for contract year 2011 and subsequent years. CMS is currently conducting 

RADV contract level audits for certain of the Company’s Medicare Advantage plans for 

payment years 2012 and 2014. 
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Estimated audit settlements are recorded as a reduction of earned premiums in the statutory 

statements of revenue and expenses, based upon available information. The Company 

performs internal contract level audits based on the RADV audit methodology prescribed by 

CMS. To date, the Company has completed these audits for payment years 2011-2014. 

Included in these internal contract level audits is an audit of the Company’s Private Fee-For-

Service business which the Company used to represent a proxy of the FFS Adjuster which has 

not yet been finalized.  The Company based its accrual of estimated audit settlements for each 

contract year on the results of these internal contract level audits and update its estimates as 

each audit is completed.  Estimates derived from these results were not material to the 

Company’s statutory statements of admitted assets, liabilities and surplus, and related statutory 

statements of revenue and expenses, changes in surplus, and cash flows.  The Company 

reports the results of these internal contract level audits to CMS, including identified 

overpayments, if any.   

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which are 

referred to as the “Proposed Rule”) related to, among other things, the RADV audit 

methodology described above. If implemented, the Proposed Rule would use extrapolation in 

RADV audits applicable to payment year 2011 contract-level audits and all subsequent audits, 

without the application of a FFS Adjuster to audit findings. Humana is studying the Proposed 

Rule and CMS’ underlying analysis contained therein. Humana believes, however, that the 

Proposed Rule fails to address adequately the statutory requirement of actuarial equivalence, 

and expects to provide substantive comments to CMS on the Proposed Rule as part of the 

notice-and-comment rulemaking process. Humana is also evaluating the potential impact of the 

Proposed Rule, and any related regulatory, industry or company reactions, all or any of which 

could have a material adverse effect on the Company’s statutory statements of admitted 

assets, liabilities and surplus, and related statutory statements of revenue and expenses, 

changes in surplus, and cash flows. 

In addition, as part of the Company’s internal compliance efforts, it routinely performs ordinary 

course reviews of its internal business processes related to, among other things, its risk coding 

and data submissions in connection with the risk-adjustment model.  These reviews may also 

result in the identification of errors and the submission of corrections to CMS, that may, either 

individually or in the aggregate, be material.  As such, the results of these reviews may have a 

material adverse effect on the Company results of statutory statements of revenue and 

expenses, changes in surplus, or cash flows. 

Humana believes that, CMS' statements and policies regarding the requirement to report and 

return identified overpayments received by MA plans are inconsistent with CMS' 2012 RADV 

audit methodology, and the Medicare statute's requirements. These statements and policies, 

such as certain statements contained in the preamble to CMS’ final rule release regarding MA 

and Part D prescription drug benefit program regulations for Contract Year 2015 (referred to as 

the "Overpayment Rule"), and the Proposed Rule, appear to equate each MA risk adjustment 

data error with an “overpayment” without addressing the principles underlying the FFS Adjuster 

referenced above.    On September 7, 2018, the Federal District Court for the District of 

Columbia vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, 

including the requirement for actuarial equivalence, and that the Overpayment Rule was also 

arbitrary and capricious in departing from CMS's RADV methodology without adequate 

explanation (among other reasons). CMS has filed a motion for reconsideration related to 

certain aspects of the Federal District Court's opinion and has simultaneously filed a notice to 

appeal the decision to the Circuit Court of Appeals. 
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The Company will continue to work with CMS to ensure that MA plans are paid accurately and 

that payment model principles are in accordance with the requirements of the Social Security 

Act, which, if not implemented correctly could have a material adverse effect on the Company’s 

statutory statements of admitted assets, liabilities and surplus, and related statutory statements 

of revenue and expenses, changes in surplus, and cash flows.  

The achievement of Star ratings of 4-Star or higher qualifies MA plans for premium bonuses. 

The Company’s MA plans' operating results may be significantly affected by their star ratings. 

Despite the Company’s operational efforts to improve its star ratings, there can be no 

assurances that it will be successful in maintaining or improving its star ratings in future years. 

In addition, audits of the Company’s performance for past or future periods may result in 

downgrades to the Star ratings. Accordingly, the Company’s plans may not be eligible for full 

level quality bonuses, which could adversely affect the benefits such plans can offer, reduce 

membership and/or reduce profit margins. 

b. Legal Proceedings: During the ordinary course of business, the Company is subject to 

pending and threatened legal actions.  Management of the Company does not believe any of 

these actions will have a material adverse effect on the Company’s statutory statements of 

admitted assets, liabilities and surplus, or on the related statutory statements of revenue and 

expenses, changes in surplus, and cash flows.  The outcome of current or future litigation or 

governmental or internal investigations cannot be accurately predicted nor can the Company 

predict any resulting judgments, penalties, fines or other sanctions that may be imposed at the 

discretion of federal or state regulatory authorities or as a result of actions by third parties.  

Nevertheless, it is reasonably possible that any such outcome of litigation, judgments, 

penalties, fines or other sanctions could be substantial, and the outcome of these matters may 

have a material adverse effect on statutory statements of revenue and expenses, changes in 

surplus, and cash flows, and may also affect the Company’s reputation. 

As previously disclosed, the Civil Division of the United States Department of Justice had 
provided Humana's legal counsel with an information request concerning Humana’s Medicare 
Part C risk adjustment practices.  The request relates to Humana's oversight and submission of 
risk adjustment data generated by providers in its MA network, as well as to its business and 
compliance practices related to risk adjustment data generated by its providers and by 
Humana, including medical record reviews conducted as part of its data and payment accuracy 
compliance efforts, the use of health and well-being assessments, and fraud detection efforts. 
Humana believes that this request for information is in connection with a wider review of 
Medicare Risk Adjustment generally that includes a number of MA plans, providers and 
vendors.  Humana continues to cooperate with and voluntarily respond to the information 
requests from the Department of Justice and the U.S. Attorney’s Office.  These matters are 
expected to result in additional qui tam litigation. 

c. Economic Risks: General inflationary pressures may affect the costs of medical and other 

care, increasing the costs of claims expenses submitted to the Company.  

d. Securities & Credit Markets Risks:  Volatility or disruption in the securities and credit markets 

could impact the Company’s investment portfolio. The Company evaluates investment 

securities for impairment on a quarterly basis.  There is a continuing risk that declines in fair 

value may occur and material realized losses from sales or other-than-temporary impairments 

may be recorded in future periods. 

e. Penn Treaty:  Penn Treaty is a financially distressed unaffiliated long-term care insurance 
company. On March 1, 2017, the Pennsylvania Commonwealth Court approved the liquidation 
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of Penn Treaty. Under state guaranty assessment laws, including those related to state 
cooperative failures in the industry, the Company may be assessed (up to prescribed limits) for 
certain obligations to the policyholders and claimants of insolvent insurance companies that 
write the same line or lines of business as the Company. This court ruling triggered a guaranty 
fund assessment for the Company in the first quarter of 2017. Based on current information, the 
assessment is estimated at approximately $37,040,718 with a remaining unpaid balance as of 
December 31, 2018 of $14,092,491 included in accounts payable and accrued expenses in the 
accompanying statements of admitted assets, liabilities and surplus. The Company has also 
recognized an asset for premium tax credits associated with the assessment at December 31, 
2018 and 2017 of $14,213,948 and $16,748,143, respectively, which are expected to be 
realized over the next 20 years. While the ultimate payment timing and associated recovery is 
currently unknown, the Company anticipates that the majority of the assessments will be paid 
within the next 5 years.  

 The below table reconciles the asset for premium tax credits associated with the assessment at 
December 31, 2017 to those reported at December 31, 2018. 

a.) Assets recognized from paid and accrued 
premium tax offsets and policy surcharges 
prior year-end $ 16,748,143 

b.)  Decreases current year:     
Credits Used  1,573,294 
Misc. Adjustments  960,901 

c.)  Increases current year:    - 

d.) Assets recognized from paid and accrued 
premium tax offsets and policy surcharges 
current year-end $ 14,213,948 

Discount rate applied:   3.50% 

The Undiscounted and Discounted Amount of the Guaranty Fund assessments and Related 
Assets by Insolvency: 

Name of the 
Insolvency  

Guaranty Fund Assessment  Related Assets 

 Undiscounted  Discounted  Undiscounted  Discounted 

Penn Treaty $ 52,772,708 $ 37,040,718 $ 28,063,537 $ 14,213,948 

Number of Jurisdictions, Ranges of Years Used to Discount and Weighted Average Number 
of Years of the Discounting Time Period for Payables and Recoverables by Insolvency: 

Name of the 
Insolvency  

Payables Recoverables 

Number of 
Jurisdictions 

Range of 
Years 

Weighted 
Average 

Number of 
Years 

Number of 
Jurisdictions 

Range of 
Years 

Weighted 
Average 
Number 
of Years 

 Penn Treaty  50 states  
1 to 70 

years  11.96 years  39 states 
1 to 20 

years 8.1 years  

 

14. Stock-Based Compensation 

Humana has plans under which options to purchase Humana common stock and restricted stock 

units have been granted to executive officers, directors and key employees of the Company.  The 

terms and vesting schedules for stock-based awards vary by type of grant.  Generally, the awards 

Attachment 2.5.5.1-6 HIC 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
48 of 60

Exempt from Business Proposal 
and Total Page Limits

382(E)



Humana Insurance Company 
Notes to Financial Statements 
Statutory Basis of Accounting 
December 31, 2018 and 2017 

47 
           

vest upon time-based conditions.  In accordance with SSAP No. 104, Share Based Payments, 

stock option plans are recognized as compensatory.  As disclosed in Note 10, stock compensation 

is allocated through management fee agreements from Humana.      

At December 31, 2017, the Company’s officers, directors and employees held 139,260 options with 
an average exercise price of $165.54 per share.  The Company’s officers, directors and employees 
held 559,026 shares of restricted stock at December 31, 2017. 

15. Uninsured Plans 

Information for the year ended December 31, 2018 regarding the profitability of ASO plans and the 

uninsured portion of partially insured plans for which the Company provides administrative services 

were as follows: 

  ASO Uninsured 
Plans 

 

Uninsured Portion 
of Partially Insured 

Plans 
 

Total 
Net reimbursement for administrative expenses 

(including administrative fees) in excess of actual 
expenses $ 12,566,063 

 
$ (3,939,871) 

 
$ 8,626,192 

Total net other income or expenses (including 
interest paid to or received from plans)   (426,656) 

 
  - 

 
  (426,656) 

 
Net gain (loss) from operations $ 12,139,407 

 
$ (3,939,871) 

 
$ 8,199,536 

 
Total claim payment volume 

 
323,023,026 

  
463,410,759 

  
786,433,785 

As of December 31, 2018, the Company has recorded a receivable from CMS of $132,885,205 
related to the cost share and reinsurance components of administered Medicare products and a 
receivable from ASO customers of $18,500,968.  The Company has recorded receivables from the 
following payors whose account balance are greater than 10% of the Company’s accounts 
receivable from uninsured accident and health plans or $10,000: 

 2018 
Advocate Health Care APP $ 2,273,917 

Maricopa Community College 967,906 

DST Systems Inc. 919,670 

 

 2017 
Advocate Health Care APP  $ 2,547,433 

Greystar Management Service 1,341,517 
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Investment Risk Interrogatories 

Of the Humana Insurance Company  
Insurance Company Address (City, State, Zip Code) P.O. Box 740036   Louisville, Kentucky 40201-7436 
NAIC Group Code   0119  NAIC Company Code   73288  Employer’s ID Number 39-1263473  
 
The Investment risks Interrogatories are to be filed by April 1.  They are also to be included with the 
Audited Statutory Financial Statements. 

Answer the following interrogatories by stating the applicable U.S. dollar amounts and percentages of the 
reporting entity’s total admitted assets held in that category of investments. 

1. Reporting entity’s total admitted assets as reported on Page 3 of the statement of admitted assets, 
liabilities and surplus. $7,233,381,293. 

2. Ten largest exposures to a single issuer/borrower/investment. 

 

1 2 3 4 

 

Issuer 
Description of 

Exposure Amount 

Percentage of 
Total Admitted 

Assets 
2.01 MET TRANSPRTN AUTH NY REVENUE 

 
BONDS $  58,580,371  0.81% 

2.02 CD COMMERCIAL MORTGAGE TRUST 
 

BONDS   58,306,521  0.81% 

2.03 JPMORGAN CHASE & CO 
 

BONDS   53,406,348  0.74% 

2.04 APPLE INC 
 

BONDS   47,965,502  0.66% 

2.05 JP MORGAN CHASE 
 

BONDS   45,278,744  0.63% 

2.06 MARYLAND ST 
 

BONDS   40,559,910  0.56% 

2.07 NEW YORK ST DORM AUTH  
 

BONDS   39,915,350  0.55% 

2.08 GOLDMAN SACHS GROUP INC 
 

BONDS   39,247,216  0.54% 

2.09 NEW YORK ST DORM AUTH SALES 
 

BONDS   38,255,687  0.53% 

2.10 BANK OF AMERICA CORP 
 

BONDS   36,831,207  0.51% 

 
3. Amounts and percentages of the reporting entity’s total admitted assets held in bonds and preferred 

stocks by NAIC rating. 

  

 

Bonds 
 

1 2 
 

Preferred 
Stocks 

 
3 4 

3.01 NAIC-1 $ 3,392,278,627 46.90% 3.07 P/RP-1 $ - 0.00% 

3.02 NAIC-2  351,917,387 4.87% 3.08 P/RP-2  - 0.00% 

3.03 NAIC-3  131,242,517 1.81% 3.09 P/RP-3  - 0.00% 

3.04 NAIC-4  4,803,550 0.07% 3.10 P/RP-4  - 0.00% 

3.05 NAIC-5  - 0.00% 3.11 P/RP-5  - 0.00% 

3.06 NAIC-6  - 0.00% 3.12 P/RP-6  - 0.00% 
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4. Assets held in foreign investments: 

4.01 
Are assets held in foreign investments less than 2.5% of 
the reporting entity's total admitted assets? 

 
Yes    [  X  ] No    [     ] 

4.02 Total admitted assets held in foreign investments. $ 27,306,379 0.38% 

4.03 Foreign-currency-denominated investments.  - 0.00% 

4.04 
Insurance liabilities denominated in that same foreign 
currency 

 
- 0.00% 

    

 

  

 

If response, to 4.01 above is yes, responses are not 
required for interrogatories 5 -10. 

  
5. Aggregate foreign investment exposure categorized by NAIC sovereign rating: 

      

 1 2 

5.01 Countries rated NAIC - 1 $ - 0.00% 

5.02 Countries rated NAIC - 2  - 0.00% 

5.03 Countries rated NAIC - 3 or below  - 0.00% 
 

6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC 
sovereign rating: 

      

 1 2 

 
Countries rated NAIC - 1:  

  6.01 Country: 
 

$ - 0.00% 

6.02 Country: 
 

 - 0.00% 

      

 

  

 
Countries rated NAIC - 2  

  6.03 Country: 
 

$ - 0.00% 

6.04 Country: 
 

 - 0.00% 

      

 

  

 
Countries rated NAIC - 3 or below  

  6.05 Country: 
 

$ - 0.00% 

6.06 Country: 
 

 - 0.00% 
 

7. Aggregate unhedged foreign currency exposure:   
    

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating: 

 

  

 1 2 
$ - 0.00% 

      

 1 2 
8.01 Countries rated NAIC - 1 $ - 0.00% 

8.02 Countries rated NAIC - 2  - 0.00% 

8.03 Countries rated NAIC - 3 or below  - 0.00% 
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9. NAIC sovereign rating: 
 

      

 1 2 

 
Countries rated NAIC - 1:  

  9.01 Country: 
 

$ - 0.00% 

9.02 Country: 
 

 - 0.00% 

      
 

  

 
Countries rated NAIC - 2  

  9.03 Country: 
 

$ - 0.00% 

9.04 Country: 
 

 - 0.00% 

      
 

  

 
Countries rated NAIC - 3 or below  

  9.05 Country: 
 

$ - 0.00% 

9.06 Country: 
 

 - 0.00% 
 

10. List the 10 largest nonsovereign (i.e. nongovernmental) foreign issues: 

 
1 2 3 4 

 
Issuer NAIC Rating 

  10.01 - - $ - 0.00% 

10.02 - - 
 

- 0.00% 

10.03 - - 
 

- 0.00% 

10.04 - - 
 

- 0.00% 

10.05 - - 
 

- 0.00% 

10.06 - - 
 

- 0.00% 

10.07 - - 
 

- 0.00% 

10.08 - - 
 

- 0.00% 

10.09 - - 
 

- 0.00% 

10.10 - - 
 

- 0.00% 
 

11. Amounts and percentage of the reporting entity’s total admitted assets held in Canadian investments 
and unhedged Canadian currency exposure: 

11.01 
Are assets held in Canadian investments less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

        

 

If response to 11.01 above is yes, responses are not 
required for the remainder of interrogatory 11.  

 

        11.02 Total admitted assets held in Canadian Investments $ - 0.00% 

11.03 Canadian-currency-denominated investments - 0.00% 

11.04 Canadian-denominated insurance liabilities - 0.00% 

11.05 Unhedged Canadian currency exposure - 0.00% 
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12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 
investments with contractual sales restrictions. 

12.01 

Are assets held in investments with contractual sales 
restrictions less than 2.5 % of the reporting entity's 
total admitted assets? Yes    [  X  ] No    [       ] 

     

 

   

 

If response to 12.01 above is yes, responses are not 
required for the remainder of interrogatory 12. 

 

 

    

 

    

 
1  2 3 

12.02 
Aggregate statement value of investments with 
contractual  

 

  

 
sales restrictions $ - 0.00% 

    

 

    

 

Largest 3 investments with contractual sales 
restrictions 

 

  12.03 
 

 - 0.00% 

12.04 
 

 - 0.00% 

12.05 
 

 - 0.00% 
 

13. Amounts and percentage of admitted assets held in the largest 10 equity interests: 

13.01 
Are assets held in equity interests less than 2.5% of 
the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

   
 

     

 

If response to 13.01 above is yes, responses are not 
required for the remainder of interrogatory 13. 

 

   

 

   

 
1  2 3 

 
Name of Issuer  

  13.02 - $ - 0.00% 

13.03 -  - 0.00% 

13.04 -  - 0.00% 

13.05 -  - 0.00% 

13.06 -  - 0.00% 

13.07 -  - 0.00% 

13.08 -  - 0.00% 

13.09 -  - 0.00% 

13.10 -  - 0.00% 

13.11 -  - 0.00% 
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14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately 
placed equities: 

14.01 

Are assets held in nonaffiliated, privately placed 
equities less than 2.5% of the reporting entity's total 
admitted assets? Yes    [  X  ] No    [       ] 

    

 

    

 

If response to 14.01 above is yes, responses are not 
required for the remainder of interrogatory 14. 

 

 

    

 

    

 
1  2 3 

14.02 
Aggregate statement value of investments held in 
nonaffiliated, privately placed equities $ - 0.00% 

    

 

    

 

Largest 3 investments held in nonaffiliated, privately 
placed equities: 

 

  14.03 
 

 - 0.00% 

14.04 
 

 - 0.00% 

14.05 
 

 - 0.00% 
 

15. Amounts and percentage of the reporting entity’s total admitted assets held in general partnership 
interests: 

15.01 

 Are assets held in general partnership interests less 
than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

    

 

 

 

If response to 15.01 above is yes, responses are not 
required for the remainder of interrogatory 15. 

 

    

 

 

 
1  2 3 

15.02 
Aggregate statement value of investments held in 
general partnership interests $ - 0.00% 

    

 

 

 

Largest 3 investments held in general partnership 
interests: 

 

  15.03 
 

 - 0.00% 

15.04 
 

 - 0.00% 

15.05 
 

 - 0.00% 
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16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans: 

16.01 
Are mortgage loans reported on Schedule B less than 
2.5% of the reporting entity's total admitted assets? Yes    [  X  ] No    [       ] 

 

 

  

 

If response to 16.01 above is yes, responses are not 
required for the remainder of interrogatory 16 and 
interrogatory 17. 

 

 

 

  

 
1  2 3 

 
Type (Residential, Commercial, Agricultural)  

  16.02 - $ - 0.00% 

16.03 -  - 0.00% 

16.04 -  - 0.00% 

16.05 -  - 0.00% 

16.06 -  - 0.00% 

16.07 -  - 0.00% 

16.08 -  - 0.00% 

16.09 -  - 0.00% 

16.10 -  - 0.00% 

16.11 -  - 0.00% 

 

 

   Amounts and percentages of the reporting entity's 
total admitted assets held in the following categories 
of mortgage loans:  

  

 

 

  

 Loans 

  

 1 2 
16.12 Construction loans $ - 0.00% 

16.13 Mortgage loans over 90 days past due  - 0.00% 

16.14 Mortgage loans in the process of foreclosure  - 0.00% 

16.15 Mortgage loans foreclosed  - 0.00% 

16.16 Restructured mortgage loans  - 0.00% 
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17. Aggregate mortgage loans having the following loan-to-value ratios as determined from the most 
current appraisal as of the annual statement date: 

 
Loan-to-Value  Residential  Commercial  Agricultural 

  

 1 2  3 4  5 6 

17.01 above 95% $ - 0.00% $ - 0.00% $ - 0.00% 

17.02 91% to 95% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.03 81% to 90% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.04 71% to 80% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

17.05 below 70% 
 

- 0.00% 
 

- 0.00% 
 

- 0.00% 

 
18. Amounts and percentage of the reporting entity’s total admitted assets held in each of the five largest 

investments in real estate: 

18.01 

Are assets held in real estate reported in Schedule A 
less than 2.5% of the reporting entity's total admitted 
assets? Yes    [  X  ] No    [       ] 

         

 
Largest five investments in any one parcel or group of contiguous parcels of real estate. 

 
Description 

   
 

1 
 

2 3 
18.02 - $ - 0.00% 

18.03 - 
 

- 0.00% 

18.04 - 
 

- 0.00% 

18.05 - 
 

- 0.00% 

18.06 - 
 

- 0.00% 
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19. Report aggregate amounts and percentage of the reporting entity’s total admitted assets held in 
investments held in mezzanine real-estate loans. 

19.01 

Are assets held in real estate reported in mezzanine 
real-estate loans less than 2.5% of the reporting 
entity's total admitted assets? 

 

Yes    [   X   ] No    [       ] 

  

 

 

 

If response 19.01 above is yes, responses are not 
required for the remainder of interrogatory 19. 

 
 

  

 

  
19.02 

Aggregate statement value of investments held in 
mezzanine real-estate loans: 

 

 

   

 2 3 

   
$ - 0.00% 

   

 

  

 

Largest three investments in any one parcel or group 
of contiguous parcels of real estate. 

 

 

   

 

  

 
Description  

  
 

1  2 3 
19.03 - $ - 0.00% 

19.04 -  - 0.00% 

19.05 -  - 0.00% 
 

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types 
of agreements: 

    
At Year-end  

 
At End of Each Quarter 

             

        
1st Qtr 

 

2nd 
Qtr 

 
3rd Qtr 

    
1 2 

  
3 

 
4 

 
5 

20.01 Securities Lending agreements $ - 0.00% 
 

$ - $ - $ - 

20.02 Repurchase agreements 
 

- 0.00% 
  

- 
 

- 
 

- 

20.03 
Reverse repurchase 
agreements 

 
- 0.00% 

  
- 

 
- 

 
- 

20.04 Dollar repurchase agreements 
 

- 0.00% 
  

- 
 

- 
 

- 

20.05 
Dollar reverse repurchase 
agreements 

 
- 0.00% 

  
- 

 
- 

 
- 
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21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to 
other financial instruments, options, caps, and floors:  

    
Owned   Written 

        1st Qtr 2nd Qtr 

    
1 2   3 4 

21.01 Hedging $ - 0.00%  $ - 0.00% 

21.02 Income Generation 
 

- 0.00%   - 0.00% 

21.03 Other 
 

- 0.00%   - 0.00% 
 

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
collars, swaps, and forwards: 

   

 At Year-end   At End of Each Quarter 

   

 
  

  
 

 
 

 
 

   

 
  

  1st Qtr  2nd Qtr  3rd Qtr 

   

 1 2   3  4  5 
22.01 Hedging $ - 0.00%  $ - $ - $ - 

22.02 Income Generation  - 0.00%   -  -  - 

22.03 Replications  - 0.00%   -  -  - 

22.04 Other  - 0.00%   -  -  - 
 

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 
futures contracts: 

   

 At Year-end   At End of Each Quarter 

   

 
  

  
 

 
 

 
 

   

 
  

  1st Qtr  2nd Qtr  3rd Qtr 

   

 1 2   3  4  5 
23.01 Hedging $ - 0.00%  $ - $ - $ - 

23.02 Income Generation  - 0.00%   -  -  - 

23.03 Replications  - 0.00%   -  -  - 

23.04 Other  - 0.00%   -  -  - 
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Summary Investment Schedule 

 
Gross Investment Holdings  

 

Admitted Assets as Reported in 
the Annual Statement 

      
1 

 
2  

 
1  2 

      
Amount 

 
Percentage  

 
Amount 

 
Percentage 

1. Bonds 
    

 
    

 
1.1 U.S. treasury securities $ 11,251,562 

 
0.21%  $ 11,251,562 

 
0.21% 

 

1.2 U.S. government agency obligations (excluding mortgage-backed 
securities) 

 
  

 
   

 
  

 
  

  
1.21 Issued by U.S. government agencies 

 
- 

 
0.00%  

 
- 

 
0.00% 

  
1.22 Issued by U.S. government sponsored agencies 

 
- 

 
0.00%  

 
- 

 
0.00% 

 

1.3 Non-U.S. government (including Canada, excluding mortgaged-
backed securities) 

 
- 

 
0.00%  

 
- 

 
0.00% 

 

1.4 Securities issued by states, territories, and possessions and political 
subdivisions in the 

 
  

 
   

 
  

 
  

  
1.41 States, territories and possessions and general obligations 

 
376,467,263 

 
7.11%  

 
376,467,263 

 
7.11% 

  

1.42 Political subdivisions of states, territories and possessions and 
political subdivisions general obligations 

 
18,807,835 

 
0.36%  

 
18,807,835 

 
0.36% 

  
1.43 Revenue and assessment obligations 

 
584,909,551 

 
11.05%  

 
584,909,551 

 
11.05% 

  
1.44 Industrial development and similar obligations 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

1.5 Mortgage-backed securities (includes residential and commercial 
MBS) 

 
  

 
  

  
  

 
  

  
1.51 Pass-through securities 

   
  

  
  

 
  

   
1.511 Issued or guaranteed by GNMA 

 
33,969,419 

 
0.64% 

  
33,969,419 

 
0.64% 

   
1.512 Issued or guaranteed by FNMA and FHLMC 

 
754,876,337 

 
14.26% 

  
754,876,337 

 
14.26% 

   
1.513 All other 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
1.52 CMOs and REMICs 

   
  

  
  

 
  

   
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC or VA 

 
88,885,066 

 
1.68% 

  
88,885,066 

 
1.68% 

   

1.522 Issued by non-U.S. Government issuers and 
collateralized by mortgage-backed securities issued or 
guaranteed by agencies shown in Line 1.521 

 
- 

 
0.00% 

  
- 

 
0.00% 

   
1.523 All others 

 
598,586,510 

 
11.31% 

  
598,586,510 

 
11.31% 

2. Other debt and other fixed income securities (excluding short-term) 
 

  
 

  
  

  
 

  

 

2.1 Unaffiliated domestic securities (includes credit tenant loans and 
hybrid securities) 

 
1,079,462,595 

 
20.39% 

  
1,079,462,595 

 
20.39% 

 
2.2 Unaffiliated non-U.S. securities (including Canada) 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
2.3 Affiliated securities 

 
- 

 
0.00% 

  
- 

 
0.00% 

3. Equity interests 
 

  
 

  
  

  
 

  

 
3.1 Investments in mutual funds 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
3.2 Preferred stocks 

 
  

 
  

  
  

 
  

  
3.21 Affiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
3.22 Unaffiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
3.3 Publicly traded equity securities (excluding preferred stock) 

 
  

 
  

  
  

 
  

  
3.31 Affiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
3.32 Unaffiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
3.4 Other equity securities 

 
  

 
  

  
  

 
  

  
3.41 Affiliated 

 
804,849,178 

 
15.20% 

  
804,849,178 

 
15.20% 

  
3.42 Unaffiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

3.5 Other equity interests including tangible personal property under 
lease 

 
  

 
  

  
  

 
  

  
3.51 Affiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
3.52 Unaffiliated 

 
- 

 
0.00% 

  
- 

 
0.00% 

4. Mortgage loans 
 

  
 

  
  

  
 

  

 
4.1 Construction and land development 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
4.2 Agricultural 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
4.3 Single family residential properties 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
4.4 Multifamily residential properties 

 
- 

 
0.00% 

  
- 

 
0.00% 

 
4.5 Commercial loans 

 
8,550,000 

 
0.16% 

  
8,550,000 

 
0.16% 

 
4.6 Mezzanine real estate loans 

 
- 

 
0.00% 

  
- 

 
0.00% 

5. Real estate investments 
 

  
 

  
  

  
 

  

 
5.1 Property occupied by the company 

 
13,576,713 

 
0.26% 

  
13,576,713 

 
0.26% 

 

5.2 Property held for the production of income (including $ of property 
acquired in the satisfaction of debt) 

 
- 

 
0.00% 

  
- 

 
0.00% 

 

5.3 Property held for sale (including $ of property acquired in the 
satisfaction of debt) 

 
- 

 
0.00% 

  
- 

 
0.00% 

6. Contract loans 
 

- 
 

0.00% 
  

- 
 

0.00% 

7. Derivatives 
 

- 
 

0.00% 
  

- 
 

0.00% 

8. Receivables for securities 
 

- 
 

0.00% 
  

- 
 

0.00% 

9. Securities Lending 
 

- 
 

0.00% 
  

- 
 

0.00% 

10. Cash, cash equivalents and short-term investments 
 

919,317,771 
 

17.37% 
  

919,317,771 
 

17.37% 
11. Other invested assets 

 
- 

 
0.00% 

  
- 

 
0.00% 

  
12. Total invested assets $ 5,293,509,800 

 
100.00% 

 
$ 5,293,509,800 

 
100.00% 
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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 
FORMIO-K 

1ZJ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

For the fiscal year ended December 31, 2020 
or 

□ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 

Delaware 
(State or other jurisdiction of incorporation of organization) 

For the transition period from __ to __ 

Commission file number 1-5975 

HUMANA INC. 
(Exact name of registrant as specified in its charter) 

500 West Main Street, Louisville, Kentucky 40202 
(Address of principal executive offices, and zip code) 

Registrant's telephone number, including area code: (502) 580-1000 

Securities registered pursuant to Section I 2(b) of the Act: 
Title of each class 

Common stock, S0.16 2/3 par value 

Securities registered pursuant to Section I 2(g) of the Act: None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes 121 No □ 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes □ No IZI 

61-0647538 
(I.R.S. Employer Identification No.) 

Name of exchange on which registered 

New York Stock Exchange 

Indicate by check mark whether the registrant (I) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such 
shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes IZI No D 

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) 
during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes IZI No D 

[odicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth company. See the definitions 
of"large accelerated filer," "accelerated filer," "smaller reporting company," and "emerging growth company" in Rule l2b-2 of the Exchange Act. 

Large accelerated filer IZI Accelerated filer □ 

Non-accelerated filer □ Smaller reporting company □ 

Emerging growth company □ 

If an emerging growth company, indicate by check mark if the registrant bas elected not to use the extended transition period for complying with any new or revised financial accounting standards 
provided pursuant to Section l3(a) of the Exchange Act. D 

Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the effectiveness of its internal control over financial reporting under Section 
404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit report. IZI 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes D No 121 

The aggregate market value of voting stock held by non-affiliates of the Registrant as of June 30, 2020 was $50,711,683,757 calculated using the average price on June 30, 2020 of $384.15 per share. 

The number of shares outstanding of the Registrant's Common Stock as of January 31, 2021 was 128,861,929. 
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DOCUMENTS INCORPORATED BY REFERENCE 

Parts II and III incorporate herein by reference portions of the Registrant's Definitive Proxy Statement to be filed pursuant to Regulation 14A with respect to the Annual Meeting of Stockholders 
scheduled to be held on April 22, 2021. Such Definitive Proxy Statement will be filed with the Securities and Exchange Commission within 120 days after the end of the fiscal year to which this 
report relates. 
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Forward-Looking Statements 

Some of the statements under "Business." "Management S Discussion and Analysis of Financial Condition and Results of Operations," and elsewhere in this report may contain forward­
looking statements which reflect our current views with respect to future events and financial performance. These forward-looking statements are made within the meaning of Section 27 A of the 
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, or the Exchange Act. We intend such forward-looking statements to be covered by the safe harbor provisions for 
forward-looking statements contained in the Private Securities Litigation Reform Act of 1995, and we are including this statement/or purposes of complying with these safe harbor provisions. We 
have based these forward-looldng statements on our current expectations and projections about future events, trends and uncertainties. These forward-looking statements are not guarantees of future 
performance and are subject to risks, uncertainties and assumptions, including the information discussed under the section entitled "Risk Factors" in this report. In making these statements, we are 
not undertaking to address or update them in future filings or communications regarding our business or results. Our business is highly complicated, regulated and competitive with many different 
factors affecting results. 

PARTI 

ITEM I. BUSINESS 

General 

Headquartered in Louisville, Kentucky, Humana Inc. and its subsidiaries, referred to throughout this document as "we," 'lls," "our," the "Company" or "Humana," is a leading health and well­
being company committed to helping our millions of medical and specialty members achieve their best health. Our successful history in care delivery and health plan administration is helping us 
create a new kind of integrated care with the power to improve health and well-being and lower costs. Our efforts are leading to a better quality of life for people with Medicare, families, individuals, 
military service personnel, and communities at large. To accomplish that, we support physicians and other health care professionals as they work to deliver the right care in the right place for their 
patients, our members. Our range of clinical capabilities, resources and tools, such as in-home care, behavioral health, pharmacy services, data analytics and wellness solutions, combine to produce a 
simplified experience that makes health care easier to navigate and more effective. 

As of December 31, 2020, we had approximately 17 million members in our medical benefit plans, as well as approximately 5 million members in our specialty products. During 2020, 83% of 
our total premiums and services revenue were derived from contracts with the federal government, including 14% derived from our individual Medicare Advantage contracts in Florida with the 
Centers for Medicare and Medicaid Services, or CMS, under which we provide health insurance coverage to approximately 728,300 members as of December 31, 2020. 

Humana Inc. was organized as a Delaware corporation in 1964. Our principal executive offices arc located at 500 West Main Street, Louisville, Kentucky 40202, the telephone number at that 
address is (502) 580-1000, and our website address is www.humana.com. We have made available free of charge through the Investor Relations section of our web site our annual reports on Form 1 O­
K, quarterly reports on Form I 0-Q, current reports on Form 8-K, proxy statements, and, if applicable, amendments to those reports filed or furnished pursuant to Section 13(a) of the Exchange Act, as 
soon as reasonably practicable after we electronically file such material with, or furnish it to, the Securities and Exchange Commission. 

This Annual Report on Form 10-K, or 2020 Form 10-K, contains both historical and fmward-looking information. See Item IA. - Risk Factors in this 2020 Form 10-K for a description of a 
number of factors that may adversely affect our results or business. 

4 
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Business Segments 

We manage our business with three reportable segments: Retail, Group and Specialty, and Healthcare Services. Beginning January I, 2018, we exited the individual commercial fully-insured 
medical health insurance business, as well as certain other business in 2018, and therefore no longer report separately the Individual Commercial segment and the Other Businesses category in the 
current year. Previously, the Other Businesses category included businesses that were not individually reportable because they did not meet the quantitative thresholds required by generally accepted 
accounting principles, primarily our closed-block of commercial long-term care insurance policies which were sold in 2018. The reportable segments are based on a combination of the type of health 
plan customer and adjacent businesses centered on well-being solutions for our health plans and other customers, as described below. These segment groupings are consistent with information used 
by our Chief Executive Officer, the Chief Operating Decision Maker, to assess performance and allocate resources. See Note 18 to the consolidated financial statements included in Item 8. - Financial 
Statements and Supplementary Data for segment financial information. 

Our Products 

Our medical and specialty insurance products allow members to access health care services primarily through our networks of health care providers with whom we have contracted. These 
products may vary in the degree to which members have coverage. Health maintenance organizations, or HMOs, include comprehensive managed care benefits generally through a participating 
network of physicians, hospitals, and other providers. Preferred provider organizations, or PPOs, provide members the freedom to choose any health care provider. However PPOs generally require 
the member to pay a greater portion of the provider's fee in the event the member chooses not to use a provider participating in the PPO's network. Point of Service, or POS, plans combine the 
advantages of HMO plans with the flexibility of PPO plans. ln general, POS plans allow members to choose, at the time medical services are needed, to seek care from a provider within the plan's 
network or outside the network. In addition, we offer services to our health plan members as well as to third parties that promote health and wellness, including pharmacy solutions, provider, and 
clinical programs, as well as services and capabilities to advance population health. At the core of our strategy is our integrated care delivery model, which unites quality care, high member 
engagement, and sophisticated data analytics. Three core elements of the model are to improve the consumer experience by simplifying the interaction with us, engaging members in clinical 
programs, and offering assistance to providers in transitioning from a fee-for-service to a value-based arrangement. Our approach to primary, physician-directed care for our members aims to provide 
quality care that is consistent, integrated, cost-effective, and member-focused. The model is designed to improve health outcomes and affordability for individuals and for the health system as a 
whole, while offering our members a simple, seamless healthcare experience. The discussion that follows describes the products offered by each of our segments. 
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Our Retail Segment Products 

This segment is comprised of products sold on a retail basis to individuals including medical and supplemental benefit plans described in the discussion that follows. The fol1owing table presents 
our premiums and services revenue for the Retail segment by product for the year ended December 31, 2020: 

Premiums: 
Individual Medicare Advantage 
Group Medicare Advantage 
Medicare stand-alone PDP 

Total Retail Medicare 

State-based Medicaid 
Medicare Supplement 

Total premiums 
Services 

Total premiums and services revenue 

Medicare 

Retail Segment 
Premiums and 

Services Revenue 
(dollars tn millions) 

51,697 
7,774 
2,742 

62,213 
4,223 

688 
67,124 

19 

67,143 

Percent of 
Consolidated 

Premiums and 
Services Revenue 

68.0% 
10.2% 
3.6% 

81.8% 
5.6% 
0.9% 

88.3% 

- % 
88.3 % 

We have participated in the Medicare program for private health plans for over 30 years and have established a national presence, offering at least one type of Medicare plan in all 50 states. We 
have a geographically diverse membership base that we believe provides us with greater ability to expand our network of PPO and HMO providers. We employ strategies including health 
assessments and clinical guidance programs such as lifestyle and fitness programs for seniors to guide Medicare beneficiaries in making cost-effective decisions with respect to their health care. We 
believe these strategies result in cost savings that occur from making positive behavior changes. 

Medicare is a federal program that provides persons age 65 and over and some disabled persons under the age of 65 certain hospital and medical insurance benefits. CMS, an agency of the 
United States Department of Health and Human Services, administers the Medicare program. Hospitalization benefits are provided under Part A, without the payment of any premium, for up to 90 
days per incident of illness plus a lifetime reserve aggregating 60 days. Eligible beneficiaries are required to pay an annually adjusted premium to the federal government to be eligible for physician 
care and other services under Part B. Beneficiaries eligible for Part A and Part B coverage under traditional fee-for-service Medicare arc still required to pay out-of-pocket deductibles and 
coinsurance. Throughout this document this program is referred to as Medicare FFS. As an alternative to Medicare FFS, in geographic areas where a managed care organization has contracted with 
CMS pursuant to the Medicare Advantage program, Medicare beneficiaries may choose to receive benefits from a Medicare Advantage organization under Medicare Part C. Pursuant to Medicare Part 
C, Medicare Advantage organizations contract with CMS to offer Medicare Advantage plans to provide benefits at least comparable to those offered under Medicare FFS. Our Medicare Advantage, 
or MA, plans are discussed more fully below. Prescription drug benefits are provided under Part D. 

Individual Medicare Advantage Products 

We contract with CMS under the Medicare Advantage program to provide a comprehensive array of health insurance benefits, including wellness programs, chronic care management, and care 
coordination, to Medicare eligible persons under HMO, PPO, Private Fee-For-Service, or PFFS, and Special Needs Plans, including Dual Eligible Special Needs, or D-SNP, plans in exchange for 
contracrual payments received from CMS, usually a fixed payment per member per month. With each of these products, the beneficiary receives benefits in excess of Medicare FFS, typically 
including reduced cost sharing, enhanced prescription drug benefits, care coordination, data 

6 
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analysis techniques to help identify member needs, complex case management, tools to guide members in their health care decisions, care management programs, wellness and prevention programs 
and, in some instances, a reduced monthly Part B premium. Most Medicare Advantage plans offer the prescription drug benefit under Part D as part of the basic plan, subject to cost sharing and other 
limitations. Accordingly, all of the provisions of the Medicare Part D program described in connection with our stand-alone prescription drug plans in the following section also are applicable to most 
of our Medicare Advantage plans. Medicare Advantage plans may charge beneficiaries monthly premiums and other copayments for Medicare-covered services or for certain extra benefits. 
Generally, Medicare-eligible individuals enroll in one ofour plan choices between October 15 and December 7 for coverage that begins on the following January I. 

Our Medicare HMO and PPO plans, which cover Medicare-eligible individuals residing in certain counties, may eliminate or reduce coinsurance or the level of deductibles on many other 
medical services while seeking care from participating in-network providers or in emergency situations. Except in emergency situations or as specified by the plan, most HMO plans provide no out­
of-network benefits. PPO plans carry an out-of network benefit that is subject to higher member cost-sharing. In some cases, these beneficiaries are required to pay a monthly premium to the HMO or 
PPO plan in addition to the monthly Part B premium they are required to pay the Medicare program. 

Most of our Medicare PFFS plans are network-based products with in and out of network benefits due to a requirement that Medicare Advantage organizations establish adequate provider 
networks, except in geographic areas that CMS determines have fewer than two network-based Medicare Advantage plans. In these areas, we offer Medicare PFFS plans that have no preferred 
network. Individuals in these plans pay us a monthly premium to receive typical Medicare Advantage benefits along with the freedom to choose any health care provider that accepts individuals at 
rates equivalent to Medicare FFS payment rates. 

CMS uses monthly rates per person for each county to determine the fixed monthly payments per member to pay to health benefit plans. These rates are adjusted under CMS's risk-adjustment 
model which uses health status indicators, or risk scores, to improve the accuracy of payment. The risk-adjustment model, which CMS implemented pursuant to the Balanced Budget Act of 1997 
(BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA), generally pays more for members with predictably higher costs and uses principal hospital inpatient diagnoses as well as 
diagnosis data from ambulatory treatment settings (hospital outpatient department and physician visits) to establish the risk-adjustment payments. Under the risk-adjustment methodology, all health 
benefit organizations must collect from providers and submit the necessary diagnosis code information to CMS within prescribed deadlines. CMS is phasing-in the process of calculating risk scores 
using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data from the Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic 
based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk 
adjustment filtering logic to determine the risk scores. For 2020, 50% of the risk score was calculated from claims data submitted through EDS. CMS increased that percentage to 75% for 2021 and 
will complete the phased-in transition from RAPS to EDS by using only EDS data to calculate risk scores in 2022. For more information refer to Note 17 to the consolidated financial statements 
included in Item 8. - Financial Statements and Supplementary Data and Item I A. - Risk Factors. 

At December 31 , 2020, we provided health insurance coverage under CMS contracts to approximately 3,962,700 individual Medicare Advantage members, including approximately 728,300 
members in Florida. These Florida contracts accounted for premiums revenue of approximately $10.9 billion, which represented approximately 21.1% of OUT individual Medicare Advantage 
premiums revenue, or 14.4% of our consolidated premiums and services revenue for the year ended December 31, 2020. 

Our individual Medicare Advantage products covered under Medicare Advantage contracts with CMS are renewed generally for a calendar year term unless CMS notifies us of its decision not to 
renew by May 1 of the calendar year in which the contract would end, or we notify CMS of our decision not to renew by the first Monday in June of the calendar year in which the contract would 
end. All material contracts between Humana and CMS relating to OUT Medicare Advantage products have been renewed for 2021, and all of OUT product offerings filed with CMS for 2021 have been 
approved. 
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Individual Medicare Stand-Alone Prescription Drug Products 

We offer stand-alone prescription drug plans, or PDPs, under Medicare Part D, including a PDP offering co-branded with Wal-Mart Stores, Inc. , or the Hwnana-Walmart plan. Generally, 
Medicare~ligible individuals enroll in one of our plan choices between October 15 and December 7 for coverage that begins on the following January 1. Our stand-alone PDP offerings consist of 
plans offering basic coverage with benefits mandated by Congress, as well as plans providing enhanced coverage with varying degrees of out-of-pocket costs for premiums, deductibles, and co­
insurance. Our revenues from CMS and the beneficiary arc determined from our PDP bids submitted annually to CMS. These revenues also reflect the health status of the beneficiary and risk sharing 
provisions as more fully described in Note 2 to the consolidated financial statements included in ]tern 8. - Financial Statements and Supplementary Data, titled " Medicare Part D." Our stand-alone 
PDP contracts with CMS are renewed generally for a calendar year term unless CMS notifies us of its decision not to renew by May 1 of the calendar year in which the contract would end, or we 
notify CMS of our decision not to renew by the first Monday in June of the calendar year in which the contract would end. All material contracts between Humana and CMS relating to our Medicare 
stand-alone PDP products have been renewed for 2021, and all of our product offerings filed with CMS for 2021 have been approved. 

We have administered CMS's Limited lncome Newly Eligible Transition, or LI-NET, prescription drug plan program since 2010. This program allows individuals who receive Medicare's low­
income subsidy to also receive immediate prescription drug coverage at the point of sale if they are not already enrolled in a Medicare Part D plan. CMS temporarily enrolls newly identified 
individuals with both Medicare and Medicaid into the LI-NET prescription drug plan program, and subsequently transitions each member into a Medicare Part D plan that may or may not be a 
Humana Medicare plan. 

Group Medicare Advantage and Medicare stand-alone PDP 

We offer products that enable employers that provide post-retirement health care benefits to replace Medicare wrap or Medicare supplement products with Medicare Advantage or stand-alone 
PDPs from Humana. These products are primarily offered as PPO plans on the same Medicare platfonn as individual Medicare Advantage plans. These plans offer the same types of benefits and 
services available to members in our individual Medicare plans discussed previously, however, group Medicare Advantage plans typically have richer benefit offerings than individual Medicare 
Advantage plans. including prescription drug coverage in the gap, for instance, due to the desire of many customers to closely match their pre-retirement benefit structure. 

Medicare Supplement 

We also offer Medicare supplement products that helps pay the medical expenses that Medicare FFS does not cover, such as copayments, coinsurance and deductibles. 

Stllte•based Medicaid Contracts 

Through our state-based contracts, we serve members enrolled in Medicaid, a program funded by both the federal and state governments and administered by states to care for their most 
vulnerable populations. Within federal guidelines, states determine whom to cover, but general categories for traditional Medicaid programs include: children and some adults receiving assistance 
through Temporary Assistance to Needy Families, or TANF, and Aged, Blind, and Disabled, or ABD, adults. Through the Long-Term Support Services, or LTSS, program, states offer programs to 
deliver support services to people who receive home and community or institution-based services for long-term care. 

We have contracts in several states to serve Medicaid-eligible members. In Florida, we cover the traditional programs (TANF and ABD members), as well as provide LTSS services. In Kentucky, 
we serve the traditional programs. Originally, our Kentucky Medicaid contract was subject to a 100% coinsurance contract with CareSource Management Group Company, ceding all the risk to 

CareSou.rce; however, effective January 1, 2020, we terminated the reinsurance agreement with CareSou.rce and assumed full administration and financial risk. In 2021, our Medicaid business 
significantly expanded in several states, including in Wisconsin with the acquisition of iCare on 
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Janwuy I, 2021, in Oklahoma with a new contract award; and in South Carolina with the approval to participate in its traditional managed Medicaid program. 

We also serve members who qualify for both Medicaid and Medicare, referred to as "dual eligible," through our Medicaid, Medicare Advantage, and stand-alone prescription drug plans. As the 
dual eligible population represents a disproportionate share of costs, Humana is participating in varied integration models designed to improve health outcomes and reduce avoidable costs. These 
programs largely operate separately from traditional Medicaid and LTSS programs. We currently serve dual eligible members under CMS 's dual eligible demonstration program in Illinois, and have 
been approved to participate in South Carolina's dual demonstration program starting in Janwuy 2022. 

As part of our individual Medicare Advantage products, we also offer D-SNP plans. In connection with offering a D-SNP plan in a particular state, we are required to enter into a special 
coordinating contract with the applicable state Medicaid agency. To meet federal requirements that took effect in 2021, states have begun to implement new D-SNP requirements to strengthen 
Medicaid-Medicare integration requirements for D-SNPs. Some states are also moving to support the dual eligible population by linking D-SNP participation to enrollment in a plan that also 
participates in a state-based Medicaid program to coordinate and integrate both Medicare and Medicaid benefits. 

Our Group and Specialty Segment Products 

The Group and Specialty segment consists of employer group commercial fully-insured medical and specialty health insurance benefits marketed to individuals and employer groups, including 
dental, vision and life insurance benefits, as well as administrative services only, or ASO products as described in the discussion that follows. The following table presents our premiums and services 
revenue for the Group and Specialty segment by product for the year ended December 31, 2020: 

External Revenue: 
Premiums: 

Fully-insured commercial group 
Specialty 

Total premiums 
Services 

Total premiums and services revenue 

Intersegment services revenue 

n/a - not applicable 

Group Commercial Coverage 

Grou~and e~~ialty 

Premf:!.s and 
Services Revenue 

(dollars in millions) 

4,761 
1,699 

6,460 

780 
7,240 

29 

Pertentof 
Consolidated 

Premiums and 
Services Revenue 

6.3% 
2.2% 
8.5% 
1.0% 
9.5% 

n/a 

Our commercial products sold to employer groups include a broad spectrum of major medical benefits with multiple in-network coinsurance levels and annual deductible choices that employers 
of all sizes can offer to their employees on either a fully-insured, through HMO, PPO, or POS plans, or self-funded basis. Our plans integrate clinical programs, plan designs, communication tools, 
and spending accounts. 

Our ASO products are offered to small group and large group employers who self-insure their employee health plans. We receive fees to provide administrative services which generally include 
the processing of claims, offering access to our provider networks and clinical programs, and responding to customer service inquiries from members of self-funded employers. These products may 
include all of the same benefit and product design characteristics of our fully-insured HMO, PPO, or POS products described previously. Under ASO contracts, self-funded employers generally retain 
the risk of financing the costs of health benefits, with large group customers retaining a greater share 
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and small group customers a smaller share of the cost of health benefits. All small group ASO customers and many large group ASO customers purchase stop loss insurance coverage from us to 
cover catastrophic claims or to limit aggregate annual costs. 

Employers can customize their offerings with optional benefits such as dental. vision, and life products. We also offer optional benefits such as dental and vision to individuals. 

Military Services 

Under our TRICARE contracts with the United States Department of Defense, or DoD, we provide administrative services to arrange health care services for the dependents of active duty 
military personnel and for retired military personnel and their dependents. We have participated in the TRJCARE program since 1996 under contracts with the DoD. Under our contracts, we provide 
administrative services while the federal government retains all of the risk of the cost of health benefits. Accordingly, we account for revenues under the current contract net of estimated health care 
costs similar to an administrative services fee only agreement. On January 1, 2018, we began to deliver services under the T2017 East Region contract. The T2017 East Region contract comprises 32 
states and approximately six million TRICARE beneficiaries. The T2017 East Region contract is a 5-year contract set to expire on December 31, 2022 and is subject to renewals on January I of each 
year during its term at the government's option. 

Our Healthcare Services Segment Products 

The products offered by our Healthcare Services segment are key to our integrated care delivery model. This segment is comprised of stand-alone businesses that offer services including 
pharmacy solutions. provider services. clinical care services. and predictive modeling and informatics services to other Humana businesses. as well as external health plan members, external health 
plans. and other employers or individuals and are described in the discussion that follows. Our intersegment revenue is described in Note 18 to the consolidated financial statements included in 
Item 8. - Financial Statements and Supplementary Data. The following table presents our services revenue for the Healthcare Services segment by line of business for the year ended December 31, 
2020: 

Intersegment revenue: 
Pharmacy solutions 
Provider services 
Clinical care services 

Total inlersegment revenue 

External services revenue: 
Pharmacy solutions 
Provider services 
C1inica1 care services 

Total external services revenue 

n/a - not applicable 

Pharmacy solutions 

Healthcare Services 
Segment 

Services Revenue 

(dollars in millions) 

24,587 
2,266 

566 

27,419 

581 
328 
107 

1,016 

Percent of 
Consolidated 

Pttmiums and 
Services Revenue 

n/a 
n/a 
n/a 

0.8% 
0.4% 
0.1 % 
1.3% 

Humana Pharmacy Solutions®, or HPS, manages traditional prescription drug coverage for both individuals and employer groups in addition to providing a broad array of pharmacy solutions. 
HPS also operates prescription mail order services for brand, generic, and specialty drugs and diabetic supplies through Humana Pharmacy, Inc. 
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Provider services 

We operate full-service, multi-specialty medical centers in a number of states, including Florida, Kansas, Louisiana, Missouri, Nevada, North Caro1ina, South Carolina, and Texas, staffed by 
primary care providers and medical specialists with a primary focus on the senior population under our Care Delivery Organization, or COO. COO operates these clinics primarily under the Conviva, 
Partners in Primary Care or Family Physicians Group, or FPG, brands. Our care delivery subsidiaries operate our medical center business through both employed physicians and care providers, and 
through third party management service organizations with whom we contract to arrange for and manage certain clinical services. CDO currently operates 156 medical centers and employs or 
contracts with 662 primary care providers, serving approximately 255,400 members, generally under risk sharing arrangements with Humana and third party health plans. 

CDO also operates a Medical Services Organization, or MSO, through Conviva that coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas. This MSO provides 
resources in care coordination, financial risk management, clinical integration and patient engagement that help physicians improve the patient experience as well as care outcomes. Conviva's MSO 
collaborates with physicians, medical groups and integrated delivery systems to successfully transition to value-based care by engaging, partnering and offering practical services and solutions. 

In February 2020, Partners in Primary Care entered into a strategic partnership with Welsh, Carson, Anderson & Stowe to open a minimum of 50 additional payor-agnostic, senior-focused 
primary care centers over the next three years and in 2018 we acquired FPG serving Medicare Advantage and Managed Medicaid HMO patients through its senior focused clinics in Greater Orlando, 
Florida. Also, during 2018, we acquired the remaining equity interest in Miami, Florida based MCCI Holdings, LLC, or MCCI, a privately held management service organization and healthcare 
provider that primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas. See Note 3 to the consolidated financial statements included in Item 8. - Financial 
Statements and Supplementary Data. 

Clinical care services 

Via in-home care, telephonic health counseling/coaching, and remote monitoring, we are actively involved in the care management of our customers with the greatest needs. Clinical care services 
include the operations of Humana At Home, Inc., or Humana At Home®. As a chronic-care provider of in-home care for seniors, we provide innovative and holistic care coordination services for 
individuals living with multiple chronic conditions, individuals with disabilities, fragile and aging-in-place members and their care givers. We focus our deployment of these services in geographies 
with a high concentration of members Jiving with multiple chronic conditions. The clinical support and care provided by Humana At Home is designed to improve health outcomes and result in a 
higher number of days members can spend at their homes instead of in an acute care facility. At December 31, 2020, we have enrolled approximately 910,600 members, with complex chronic 
conditions participating in a Humana Chronic Care Program, reflecting enhanced predictive modeling capabilities and focus on proactive clinical outreach and member engagement, particularly for 
our Medicare Advantage membership. These members may not be unique to each program since members have the abi1ity to enroll in multiple programs. We believe these initiatives lead to better 
health outcomes for our members and lower health care costs. 

We have committed additional investments in our home care capabilities with our acquisition of a 40% minority interest in Kindred at Home, Inc., or Kindred at Home, and Curo Health Services, 
or Curo, which combined creates the nation's largest home health and hospice provider with significant overlap with our individual Medicare Advantage business. See Note 4 to the consolidated 
financial statements included in Item 8. - Financia] Statements and Supplementary Data. 

We are committed to the integrated physical and mental health of our members. Accordingly, we take a holistic approach to healthcare, offering care management and wellness programs. These 
programs use our capabilities that enable us to create a more complete view of an individual's health, designed to connect, coordinate and simplify health care while reducing costs. These capabilities 
include our health care analytics engine, which reviews billions 
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of clinical data points on millions of patients each day to provide members, providers, and payers real-time clinical insights to identify evidence-based gaps-in-care, drug safety alerts and other 
critical health concerns to improve outcomes. Additionally, our technology connects Humana and disparate electronic health record systems to enable the exchange of essential health infonnation in 
real-time to provide physicians and care teams with a single, comprehensive patient view. 

Our care management programs take full advantage of the population health, wellness and clinical applications offered by CareHub, our clinical management tool used by providers and care 
managers across the company to help our members achieve their best health, to offer various levels of support, matching the intensity of the support to the needs of members with ongoing health 
challenges through telephonic and onsite programs. These programs include Personal Nurse, chronic condition management, and case management as well as programs supporting maternity, cancer, 
neonatal intensive care unit, and transplant services. 

Wellness 

We offer wellness solutions including our Go365 wellness and loyalty rewards program, employee assistance program, and clinical programs. These programs, when offered collectively to 
employer customers as our Tota] Health product, turn any standard plan of the employer's choosing into an integrated health and well-being solution that encourages participation in these programs. 

Our Go365 program provides our members with access to a science-based, actuarially driven wellness and loyalty program that features a wide range of well-being tools and rewards that are 
customized to an individual 's needs and wants. A key element of the program includes a sophisticated health-behavior-change model supported by an incentive program. 

Our Individual Commercial Segment Products 

Our individual health plans were marketed under the HumanaOne brand. We offered products both on and off of the public exchange. 

We discontinued substantially all off-exchange individual commercial medicaJ plans effective January 1, 2017, and we exited our remaining individual commercial medical business effective 
January I, 2018. 

Other Businesses 

Other Businesses includes those businesses that do not align with the reportable segments previously described, primarily our closed-block long-term care insurance policies, which were sold in 
2018. For a detailed discussion of the sale refer to Note 3 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data. 
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Membership 

The following table summarizes our total medical membership at December 31, 2020, by market and product: 
Retail Segment Grvup and Spttial.ty Segme■t 

(lnt11011sancb) 

F,Hy-
lndl\lW11al Medicare , ..... G=p ,..,,., 
Medican """""' stand- ..... commudal Perceat 

Adv1.11tage Advu,_tage aknePDI' MedkanSuppJemn t contracts G=p ASO M.llitary u rvlces ToW efTolal 

Florida 728.3 7.5 169.7 18.1 594.4 135.2 40.1 1,693.3 10. l % 
Texas 319.7 247.9 266.9 27.4 114.0 33.4 1,009.3 6.0% 
Kentucky l07.3 69.2 167.0 7.4 168.6 94.6 136.5 750.6 4.5% 
Georgia 196.0 1.9 10 1.8 I I.I 113.6 77.9 502.3 3.0% 
California 95. 1 0.9 383.9 20.7 500.6 3.0% 
Illinois 139.1 26.1 153.1 8.0 9.4 26.9 39.3 401.9 2.4% 
Ohio 164.0 22.1 109.9 40.5 26.9 31.1 394.5 2.3% 
Missouri/Ka.nsas 105.9 4.7 166.3 14.2 35.5 28.6 355.2 2.1 % 
North Carolina 188.6 0 .4 133.6 6.6 329.2 2.0% 
Tennessee 152.4 3.7 97.8 8.3 36.5 21.2 319.9 1.9% 
Louisiana 183.4 13.5 53.7 3.8 43.9 20.1 318.4 1.9% 
Virginia 134.4 3.9 118.6 9.1 266.0 1.6% 
Indiana 120.0 6.7 102.0 11.6 17.5 6.9 264.7 1.6% 
Wisconsin 61.l 5.6 87.3 7.5 51.0 29.4 24 1.9 l.4% 
Michigan 89.9 20.2 102.9 6.1 1.4 220.5 l.3% 
Alabama 75.4 82.5 55.7 5.0 218.6 1.3% 
Arizona 99.5 0.4 78.2 9.0 19.1 7.9 214.1 l.3% 
New York 75.2 6.4 113.0 8. 1 202.7 l.l % 
Militaryservices 5,998.7 5,998.7 35.6% 
Others 927.4 89.6 1,405.3 113.1 61.3 32.5 2,629.2 15.6% 

Totals 3,962.7 613.2 3,866.7 335.6 772.4 777.4 504.9 5,998.7 16,831.6 100.0% 

Provider Arrangements 

We provide our members with access to health care services through our networks of health care providers whom we employ or with whom we have contracted, including hospitals and other 
independent facilities such as outpatient surgery centers, primary care providers, specialist physicians, dentists, and providers of ancillary health care services and facilities. These ancillary services 
and facilities include laboratories, ambulance services, medical equipment services, home health agencies, mental health providers, rehabilitation facilities, nursing homes, optical services, and 
pharmacies. Our membership base and the ability to influence where our members seek care generally enable us to obtain contractual discounts with providers. 

We use a variety of techniques to provide access to effective and efficient use of health care services for our members. These techniques include the coordination of care for our members, product 
and benefit designs, hospital inpatient management systems, the use of sophisticated analytics, and enrolling members into various care management programs. The focal point for health care services 
in many of our HMO networks is the primary care provider who, under contract with us, provides services to our members, and may control utilization of appropriate services by directing or 
approving hospitalization and referrals to specialists and other providers. Some physicians may have arrangements under which they can earn bonuses when certain target goals relating to the 
provision of quality patient care are met. We have available care management programs related to complex chronic conditions such as congestive heart failure and coronary artery disease. We also 
have programs for prenatal and premature infant care, asthma related illness, end stage renal disease, diabetes, cancer, and certain other conditions. 

We typically contract with hospitals on either (1) a per diem rate, which is an all-inclusive rate per day, (2) a case rate for diagnosis-related groups (DRG), which is an all-inclusive rate per 
admission, or (3) a discounted charge 
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for inpatient hospital services. Outpatient hospital services generally are contracted at a flat rate by type of service, ambulatory payment classifications, or APCs, or at a discounted charge. APCs are 
similar to flat rates except multiple services and procedures may be aggregated into one fixed payment. These contracts are often multi-year agreements, with rates that are adjusted for inflation 
annually based on the consumer price index, other nationally recognized inflation indexes, or specific negotiations with the provider. Outpatient surgery centers and other ancillary providers typically 
are contracted at flat rates per service provided or are reimbursed based upon a nationally recognized fee schedule such as the Medicare allowable fee schedule. 

Our contracts with physicians typically arc renewed automatically each year, unless either party gives written notice, generally ranging from 90 to 120 days, to the other party of its intent to 
terminate the arrangement. Most of the physicians in our PPO networks and some of our physicians in our HMO networks are reimbursed based upon a fixed fee schedule, which typically provides 
for reimbursement based upon a percentage of the standard Medicare allowable fee schedule. 

The terms of our contracts with hospitals and physicians may also vary between Medicare and commercial business. A significant portion of our Medicare network contracts, including those with 
both hospitals and physicians, are tied to Medicare reimbursement levels and methodologies. 

Capitation 

We offer providers a continuum of opportunities to increase the integration of care and offer assistance to providers in transitioning from a fee-for-service to a value-based arrangement. These 
include performance bonuses, shared savings and shared risk relationships. For some of our medicaJ membership, we share risk with providers under capitation contracts where physicians and 
hospitals accept varying levels of financial risk for a defined set of membership, primarily HMO membership. Under the typical capitation arrangement, we prepay these providers a monthly fixed­
fee per member, known as a capitation (per capita) payment, to cover all or a defined portion of the benefits provided to the capitated member. 

We believe these risk-based models represent a key element of our integrated care delivery model at the core of our strategy. Our health plan subsidiaries may enter into these risk-based contracts 
with third party providers or our owned provider subsidiaries. 

At December 31, 2020, approximately 1,465,700 members, or 8.7% of our medical membership, were covered under risk-based contracts, which provide all member benefits, including 
1,231,900 individual Medicare Advantage members, or 3 I.I% of our total individual Medicare Advantage membership. 

Physicians under capitation arrangements typically have stop loss coverage so that a physician's financial risk for any single member is limited to a maximum amount on an annual basis. We 
typically process all claims and measure the financial performance of our capitated providers and require guarantees in certain instances. However, we delegated claim processing functions under 
capitation arrangements covering approximately 230,400 HMO members, including 224,300 individual Medicare Advantage members, or 18.2% of the 1,231,900 individual Medicare Advantage 
members covered under risk-based contracts at December 31, 2020, with the provider assuming substantially all the risk of coordinating the members· health care benefits. Capitation expense under 
delegated arrangements for which we have a limited view of the underlying claims experience was approximately $2.4 billion, or 3.9% of total benefits expense, for the year ended December 31, 
2020. We remain financially responsible for health care services to our members in the event our providers fail to provide such services. 

Accreditation Assessment 

Our accreditation assessment program consists of several internal programs, including those that credential providers and those designed to meet the audit standards of federal and state agencies 
as well as external accreditation standards. We also offer quality and outcome measurement and improvement programs such as the Health Care Effectiveness Data and Information Set, or HEDIS, 
which is used by employers, government purchasers and the National Committee for Quality Assurance (NCQA) to evaluate health plans based on various criteria, including effectiveness of care and 
member satisfaction. 
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Providers participating in our networks must satisfy specific criteria, including licensing, patient access, office standards, after-hours coverage, and other factors. Most participating hospitals also 
meet accreditation criteria established by CMS and/or The Joint Commission. 

Recredentialing of participating providers occurs every three years, unless otherwise required by state or federal regulations. Recredentialing of participating providers includes verification of 
their medical licenses, review of their malpractice liability claims histories, review of their board certifications, if applicable, and review of applicable quality information. A committee composed of 
a peer group of providers reviews the applications of providers being considered for credentialing and recrcdentialing. 

We maintain accreditation for certain of our health plans and/or departments from NCQA, the Accreditation Association for Ambulatory Health Care (AAAHC), and/or URAC. Certain 
commercial businesses, such as those impacted by a third-party labor agreement or those where a request is made by the employer, may require or prefer accredited health plans. 

NCQA reviews our compliance based on standards for quality improvement, population health management, credentialing, utilization management, network management, and member 
experience. We have achieved and maintained NCQA accreditation in many of our commercial, Medicare and Medicaid HMO/POS and PPO markets and our wellness program, Go365. Hurnana's 
pharmacy organization is accredited by URAC. 

Sales and Marketing 

We use various methods to market our products, including television, radio, the Internet, telemarketing, and direct mailings. 

At December 31, 2020, we employed approximately 1,400 sales representatives, as well as approximately 1,600 telemarketing representatives who assisted in the marketing of Medicare 
products, including Medicare Advantage and PDP, in our Retail segment and specialty products in our Group and Specialty segment, including making appointments for sales representatives with 
prospective members. We have a marketing arrangement with Wal-Mart Stores, Inc., or Wal-Mart, for our individual Medicare Stand-Alone PDP offering. We also sell group Medicare Advantage 
products through large employers. In addition, we market our Medicare and individual specialty products through licensed independent brokers and agents. For our Medicare products, commissions 
paid to employed sales representatives and independent brokers and agents are based on a per unit commission structure, regulated in structure and amount by CMS. For our individual specialty 
products, we generally pay brokers a commission based on premiums, with commissions varying by market and premium volume. In addition to a commission based directly on premium volume for 
sales to particular customers, we also have programs that pay brokers and agents based on other metrics. These include commission bonuses based on sales that attain certain levels or involve 
particular products. We also pay additional commissions based on aggregate volumes of sales involving multiple customers. 

In our Group and Specialty segment, individuals may become members of our commercial HMOs and PPOs through their employers or other groups, which typically offer employees or 
members a selection of health insurance products, pay for all or part of the premiums, and make payroll deductions for any premiums payable by the employees. We attempt to become an employer's 
or group's exclusive source of health insurance benefits by offering a variety of HMO, PPO, and specialty products that provide cost-effective quality health care coverage consistent with the needs 
and expectations of their employees or members. We use licensed independent brokers, independent agents, digital insurance agencies, and employees to sell our group products. Many of our larger 
employer group customers are represented by insurance brokers and consultants who assist these groups in the design and purchase of health care products. We pay brokers and agents using the same 
commission structure described above for our specialty products. 
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Underwriting 

Since 2014, the Patient Protection and Affordability Care Act and The Health Care and Education Reconciliation Act of 2010, which we collectively refer to as the Health Care Reform Law, 
requires certain group health plans to guarantee issuance and renew coverage without pre-existing condition exclusions or health-status rating adjustments. Accordingly, certain group health plans are 
not subject to underwriting. Further, underwriting techniques are not employed in connection with our individual Medicare, military services, or Medicaid products because government regulations 
require us to accept all eligible applicants regardless of their health or medical history. 

Competition 

The health benefits industry is highly competitive. Our competitors vary by local market and include other managed care companies, national insurance companies, and other HMOs and PPOs. 
Many of our competitors have a larger membership base and/or greater financial resources than our health plans in the markets in which we compete. Our ability to sell our products and to retain 
customers may be influenced by such factors as those described in Item IA. - Risk Factors in this 2020 Form 10-K. 

Government Regulation 

Diverse legislative and regulatory initiatives at both the federal and state levels continue to affect aspects of the nation's health care system, including the Health Care Reform Law. 

Our management works proactively to ensure compliance with all governmental laws and regulations affecting our business. We are unable to predict how existing federal or state laws and 
regulations may be changed or interpreted, what additional laws or regulations affecting our businesses may be enacted or proposed, when and which of the proposed laws will be adopted or what 
effect any such new laws and regulations will have on our results of operations, financial position, or cash flows. 

For a description of certain material current activities in the federal and state legislative areas, see Item IA. -Risk Factors in this 2020 Form 10-K. 

Certain Other Services 

Captive Insurance Company 

We bear general business risks associated with operating our Company such as professional and general liability, employee workers• compensation, cybersecurity. and officer and director errors 
and omissions risks. Professional and general liability risks may include, for example, medical malpractice claims and disputes with members regarding benefit coverage. We retain certain of these 
risks through our wholly-owned, captive insurance subsidiary. We reduce exposure to these risks by insuring levels of coverage for losses in excess of our retained limits with a number of third-party 
insurance companies. We remain liable in the event these insurance companies are unable to pay their portion of the losses. 

Centralized Management Services 

We provide centra1ized management services to each of our health plans and to our business segments from our headquarters and service centers. These services include management information 
systems, product development and administration, finance, human resources, accounting, law, public relations, marketing, insurance, purchasing, risk management, internal audit, actuarial, 
underwriting, claims processing, billing/enrollment, and customer service. Through intercompany service agreements approved, if required, by state regulatory authorities, Humana Inc., our parent 
company, charges a management fee for reimbursement of certain centralized services provided to its subsidiaries. 
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Human Capital Management 

Our associates are essential to our success in delivering on our core strategy, and creating positive healthcare experiences for our members. We are committed to recruiting, developing, and 
retaining strong, diverse teams, actively promoting a culture of inclusion and diversity. As of December 31, 2020, we had approximately 48,700 associates and approximately 900 additional medical 
professionals working under management agreements primarily between us and affiliated physician-owned associations. 

Our Culture 

We believe that our members' experience is linked to our associates' experience and that engaged, productive associates are the key to building a healthy company, creating a caring environment 
that enables our associates to go above and beyond for our members, driving innovation, and allowing for fulfilling experiences that incentivizc them to stay with us over the long-term. Each year, we 
measure our success and opportunities to advance through our annual, third-party administered Associate Experience Survey. Results of the 2020 survey showed that 93% of associates are highly 
engaged. To continue to build on these results, we provide the survey results to our entire associate population and encourage leaders to use the information to create open, honest action plans with 
their teams to further deepen our collective engagement. 

Inclusion and Diversity 

Our associates' vast experiences and perceptions, their unique characteristics, backgrounds and beliefs, drive the groundbreaking, strategic thinking that gives our Company its competitive edge. 
We are committed to having balanced diversity at all levels of the Company and have developed a pathway for top, diverse talent within our recruiting initiatives. To achieve our recruiting and hiring 
goals we partner with local and national advocacy groups to provide information about open roles, assistance with resume preparation and application submission. 

We have also incorporated balanced interview panels into our interview process, through which we strategically engage a broad spectrum of interviewers that bring greater diversity and 
perspective. This proven best practice strengthens the candidate experience and hiring of diverse talent, ensuring we get the right talent for any given role, and minimizes the potential for personal 
blind spots when evaluating candidates. 

Pay and Benefits Philosophy, Compensation and Financial SecuriJy 

Our Company's pay and benefits structure is designed to motivate and reward our associates at a ll levels of the organization for their skill development, demonstration of our values and 
performance. While our programs vary by location and business, they may include: 

Financial Health Life 

Competitive Base Pay Medical, Dental and Vision Benefits Paid time off, paid holidays and jwy duty pay 

Associate Incentive Plan (Annual Bonus) Supplemental Health Benefits Paid Parental Leave 

Supplemental Pay (Including Overtime) Long-term Care Insurance Caregiver Time Off Program 

Recognition Pay and Service Awards Wellness and Rewards Program Employee Assistance Program 

401(k) Retirement Savings Plan with Company Match Program Health Plan Incentives Associate Discount Programs and Services 

Life insurance On-site Health and Fitness Centers Helping Hands Program 

Short- and Long-Tenn Disability Insurance On-site Health Screenings and Vaccinations Transit Services 
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Talent Development and Growth Opportunities 

We champion the individual goals and development of our associates, and provide a number of programs to ensure that our associates have the resources and support they need to deliver on their 
passion. We provide opportunities for our associates to earn professional certifications through continued education programs and to participate in instructor-led and online courses designed to 
strengthen soft and hard-skills and enhance leadership development. Our Career Cultivation team sponsors workshops and events to promote associate accountability within their personal and 
professional growth as part of overall career development. Our associates are also encouraged to participate in mentoring programs with people of various backgrounds and cultures. We view 
mentoring as an essential development tool for sharing skills and knowledge so we can all succeed. Our commitment to mentoring feeds the successful future of our Company. Additionally, we utilize 
development programs to enhance talent within our organizations through targeted internal initiatives, where we aim to upskill and reskill existing associates for opportunities in new career pathways. 

COVID-19 

Our response to the pandemic and performance throughout 2020 would not have been possible without the extraordinary, resilient efforts of our associates, who went above and beyond to 
continually meet the needs of our stakeholders while facing their own daily challenges as a result ofCOVID-19. To support them, we quickly transitioned nearly all of our workforce to a remote work 
environment, while ensuring that our frontline care providers, clinicians, and pharmacists who continued to care for our members and patients in our clinics and in the home, and ensure that they had 
access to their medications, had the equipment and space to safely do so. We also expanded our benefits to assist our associates who faced financial hardship and to address the difficulties that the 
pandemic presented to daily life. A few of those COVID-19 response initiatives are highlighted below. 

• transitioning approximately 94% of the workforce to work-at-home and equipping them with the necessary technology and resources for a successful remote work environment. 

• providing funding for emergency relief for cider and child carcgiving and financial hardship from family job loss, food insecurity and household essentials. 

• adjusting pay and leave policies to provide additional paid time off to manage personal challenges as a result of COVID-19 including school closings and child care. 

Additional information related to our human capital can be found by referencing our Definitive Proxy Statement of the Annual Meeting of Stockholders scheduled to be held on April 22, 2021 
appearing under the captions "Human Capital Management" and "Our COVID-19 Response." 
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Information About Our Executive Officers 

Set forth below are names and ages of all of our current executive officers as of February I, 2021 , their positions, and the date first elected as an officer: 

Finl 
Elected 

Name ~ Position Offiter 

Bruce D. Broussard 58 President and Chief Executive Officer, Director 12/11 (!) 

Vishal Agrawal, M.D. 46 Chief Strategy and Corporate Development Officer 12/18 (2) 

Heather M. Carroll Cox 50 Chief Digital Health and Analytics Officer 08/18 (3) 

Sam M. Deshpande 56 Chief Technology and Risk Officer 07/ 17 (4) 

Susan M. Diamond 47 Segment President, Home Business 07/ 19 (5) 

William K. Fleming, PbarrnD 53 Segment President, Clinical and Phannacy Solutions 03/17 (6) 

Christopher H. Hunter 52 Segment President, Group and Military Business 01/14 (7) 

Timothy S. Huval 54 Chief Administrative Officer 12/ 12 (8) 

Brian A. Kane 48 ChiefFinancial Officer 06/ 14 (9) 

William H. Shrank, M.D., MSHS 49 Chief Medical and Corporate Affairs Officer 04/ 19 (10) 

Joseph C. Ventura 44 Chief Legal Officer 02/ 19 (11) 

T. Alan Wheatley 53 Segment President, Retail 03/17 (12) 

Cynthia H. Zipperle 58 Senior Vice President, Chief Accounting Officer and Controller 12/14 (13) 

(1) Mr. Broussard currently serves as Director, President and Chief Executive Officer (Principal Executive Officer), having held these positions since January I, 2013. Mr. Broussard was elected 
President upon joining the Company in December 201 I and served in that capacity through December 2012. Prior to joining the Company, Mr. Broussard was Chief Executive Officer of 
McKesson Specialty/US Oncology, Inc. US Oncology was purchased by McKesson in December 2010. At US Oncology, Mr. Broussard served in a number of senior executive roles, 
including Chief Financial Officer, Chief Executive Officer, and Chairman of the Board. 

(2) Dr. Agrawal currently serves as Chief Strategy and Corporate Development Officer, having joined the company in December 2018. Prior to joining the company, Dr. Agrawal was Senior 
Advisor for The Carlyle Group L.P., having held that position from October 2017 to December 2018. Previously, Dr. Agrawal was President and Chief Growth Officer ofCiox Health, the 
largest health information exchange and release of information services organization in the U.S. from December of 2015 to October 2018. Prior to joining Ciox Health, Dr. Agrawal served as 
President of Harris Healthcare Solutions from January 2013 to December 2015. 

(3) Ms. Cox currently serves as Chief Digital Health and Analytics Officer, having joined the Company in August 2018. Prior to joining the Company, Ms. Cox served as Chief Technology and 
Digital Officer at USAA, where she led the teams responsible for designing and building personalized and digitally-enabled end-to-end experiences for USAA members. Prior to USAA, 
Heather was the CEO of Citi FinTech at Citigroup, Inc., helping the company adapt to a future dominated by mobile technology, and she headed Card Operations, reshaping customer and 
digital experience for Capital One. 
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( 4) Mr. Deshpande currently serves as Chief Technology and Risk Officer, having been elected to this position in August 2019, from his priorrole as Chief Risk Officer. Before joining Humana 
in July 2017, Mr. Deshpande spent 17 years at Capital One in key leadership positions, most recently as Business Chief Risk Officer for the U.S. and international card business. He 
previously served as the Business Chief Risk Officer and Head of Enterprise Services for the Financial Services Division. responsible for Business Risk. Data Science, Data Quality. Process 
Excellence and Project Management. He also led marketing and analysis for the Home Loans, Auto Finance, and Credit Card businesses, with responsibilities for business strategy, credit, 
product and marketing. 

(5) Ms. Diamond currently serves as Segment President, Home Business, having been elected to this position in July 2019. Ms. Diamond joined the Company in June 2004 and has spent the 
majority of her Humana career in various leadership roles in the Medicare business, with a particular passion and emphasis on growth and conswner segmentation strategies for the 
Company's individual Medicare Advantage and Stand Alone Part D offerings. Ms. Diamond also served for two and a half years as the Enterprise Vice President of Finance, where she was 
responsible for enterprise planning and forecasting, trend analytics and had responsibility for each of the Company's line of business CFOs and controllers. 

(6) Dr. Fleming currently serves as Segment President, Clinical and Pharmacy Solutions, where he is responsible for Humana's Clinical Solutions (strategy, quality, trend, and operations), 
Pharmacy Solutions (PBM, mail, specialty, retail), and Enterprise Clinical Operating Model, having held this position since December 2019. Prior to that, Dr. Fleming held positions of 
Segment President, Healthcare Services as well as President of the Company's pharmacy business. Dr. Fleming joined the Company in 1994. 

(7) Mr. Hunter currently serves as Segment President, Group and Military Business, having been elected to this position in August 2018 after having previously served as the Company's Chief 
Strategy Officer since January 2014. Prior to joining the Company, Mr. Hunter served as President of Provider Markets at The TriZetto Group, Inc. from July 2012 until December 2013, and 
as Senior Vice President, Emerging Markets at BlueCross BlueShield of Tennessee from 2009 through July 2012. While at BlueCross BlueShield of Tennessee, Mr. Hunter was 
simultaneously President and Chief Executive Officer of Onlife Health, a national health and wellness subsidiary ofBlueCross BlueShield of Tennessee. 

(8) Mr. Huval currently serves as Chief Administrative Officer, having been elected to this position in July 2019, from his previous role as Chief Human Resources Officer. Prior to joining the 
Company, Mr. Huval spent 10 years at Bank of America in multiple senior-level roles, including Human Resources executive and Chief Information Officer for Global Wealth & Investment 
Management, as well as Human Resources executive for both Global Treasury Services and Technology & Global Operations. 

(9) Mr. Kane currently serves as Chief Financial Officer, having been elected to this position in Jwie 2014. He also oversees the operations ofHwnana's primary care business. Prior to joining the 
Company, Mr. Kane spent nearly 17 years at Goldman, Sachs & Co. As a managing director, he was responsible for client relationships as well as for leading strategic and financing 
transactions for a number of companies in multiple industries. 

(IO)Dr. Shrank currently serves as Chief Medical and Corporate Affairs Officer, having been elected to this position in July 2019, from his previous role as Chief Medical Officer. Before joining 
Humana in April 2019, Dr. Shrank served as Chief Medical Officer, Insurance Services Division at the University of Pittsburgh Medical Center, from 2016-2019, where he oversaw 
approximately $9 billion in annual health care expenditures for approximately 3 .5 million members in Medicare, Medicaid, behavioral health, Managed Long Term Social Supports and 
commercial lines of business. He also developed and evaluated population health programs to further advance the medical center's mission as an integrated delivery and financing system. 
Prior to that, Dr. Shrank served as Senior Vice President, Chief Scientific Officer, and Chief Medical Officerof Provider Innovation at CVS Health from 2013 to 2016. Prior to joining CVS 
Health, Dr. Shrank served as Director, Research and Rapid-Cycle Evaluation Group, for the Center for Medicare and Medicaid Innovation, part of CMS from 201 I to 2013, where he led the 
evaluation of all 
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payment and health system delivery reform programs and developed the rapid-cycle strategy to promote continuous quality improvement. Dr. Shrank began his career as a practicing 
physician with Brigham and Women's Hospital in Boston and as an Assistant Professor at Harvard Medical School. His research at Harvard focused on improving the quality of prescribing 
and the use of chronic medications. He has published more than 200 papers on these topics. 

(ll)Mr. Ventura currently seives as Chief Legal Officer. He joined the Company in January 2009 and since then has held various positions of increasing responsibility in the Company's Law 
Department, including most recently, Senior Vice President, Associate General Counsel & Corporate Secretary from July 2017 until February 2019. 

(12)Mr. Wheatley currently serves as Segment President, Retail, having held this position since March 2017. During his long-tenured career with the Company, Mr. Wheatley has served in a 
number of key leadership roles, including Vice President of Medicare Service Operations and President of the East Region, one of the Company's key Medicare geographies. 

(13)Ms. Zipperle currently serves as Senior Vice President, Chief Accounting Officer and Controller, having held this position since December 2014. Ms. Zipperle previously served as the Vice 
President - Finance from January 2013 until her election to her current role, and as the Assistant Controller from January 1998 until January 2013. 

Executive officers are elected annually by our Board of Directors and serve untiJ their successors are e]ected or untiJ resignation or removal. There are no fami]y relationships among any of our 
executive officers. 
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ITEM IA. RISK FACTORS 

Risks Relating to Our Business 

If we do not design and price our products properly and competitively, if the premiums we charge are insufficient to cover the cost of health care services delivered to our members, if we are 
unable to implement clinical initiatives to provide a better health care experience for our members, lower costs and appropriately document the risk profile of our members, or if our estimates of 
benefits expense are inadequate, our profitability may be materially adversely affected. We estimate the costs of our benefllS expense payments, and design and price our products accordingly, 
using actuarial methods and assumptions based upon, among other relevant factors, claim payment patterns, medical cost inflation, and historical developments such as claim inventory levels 
and claim receipt patterns. These estimates involve extensive judgment, and have considerable inherent variability because they are extremely sensitive to changes in claim payment patterns and 
medical cost trends. Accordingly, our reserves may be insufficient 

We use a substantial portion of our revenues to pay the costs of health care services delivered to our members, including claims payments, capitation payments to providers (predetermined 
amounts paid to cover services). estimates of future payments to hospitals and others for medical care provided to our members, and various other costs. Generally. premiums in the health care 
business are fixed for one-year periods. Accordingly, costs we incur in excess of our benefit cost projections generally are not recovered in the contract year through higher premiums. We estimate the 
costs of our future benefit claims and other expenses using actuarial methods and assumptions based upon claim payment patterns, medical inflation, historical developments, including claim 
inventory levels and claim receipt patterns, and other relevant factors. We also record benefits payable for future payments. We continually review estimates of future payments relating to benefit 
claims costs for services incurred in the current and prior periods and make necessary adjustments to our reserves, including premium deficiency reserves where appropriate. However, these estimates 
involve extensive judgment, and have considerable inherent variability that is sensitive to claim payment patterns and medical cost trends. Many factors may and often do cause actual health care 
costs to exceed what was estimated and used to set our premiums. These factors may include: 

increased use of medical facilities and services; 

increased cost of such services; 

increased use or cost of prescription drugs, including specialty prescription drugs; 

the introduction of new or costly treatments, prescription drugs, or new technologies; 

our membership mix; 

variances in actual versus estimated levels of cost associated with new products, benefits or lines of business, product changes or benefit level changes; 

changes in the demographic characteristics of an account or market; 

changes or reductions of our utilization management functions such as preauthorization of services, concurrent review or requirements for physician referrals; 

changes in our purchase discounts or pharmacy volume rebates received from drug manufacturers and wholesalers, which are generally passed on to clients in the form of steeper price 
discounts; 

catastrophes. including acts of terrorism, public health emergencies, epidemics or pandemics (such as the spread of the novel coronavirus (COVID-19) or severe weather (e.g. hurricanes 
and earthquakes)); 

medical cost inflation; and 

government mandated benefits, member eligibility criteria, or other legislative, judicial, or regulatory changes. 

Key to our operational strategy is the implementation of clinical initiatives that we believe provide a better health care experience for our members, lower the cost of healthcare services delivered 
to our members, and appropriately document the risk profile of our members. Our profitability and competitiveness depend in large part 
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on our ability to appropriately manage health care costs through, among other things, the application of medical management programs such as our chronic care management program. 

While we proactively attempt to effectively manage our operating expenses, increases or decreases in staff-related expenses, any costs associated with exiting products, additional investment in 
new products (including our opportunities in the Medicare programs, state-based contracts, and expansion of clinical capabilities as part of our integrated care delivery model), investments in health 
and well-being product offerings, acquisitions, new taxes and assessments, and implementation of regulatory requirements may increase our operating expenses. 

Failure to adequately price our products or estimate sufficient benefits payable or effectively manage our operating expenses, may result in a material adverse effect on our results of operations, 
financial position, and cash flows. 

We arc in a highly competitive industry. Some of our competitors arc more established in the health care industry in tcnns of a larger market share and have greater financial resources than we do 
in some markets. In addition, other companies may enter our markets in the future, including emerging competitors in the Medicare program or competitors in the delivery of health care services. We 
believe that barriers to entry in our markets are not substantial, so the addition of new competitors can occur relatively easily, and customers enjoy significant flexibility in moving between 
competitors through the Medicare Annual Enrol1ment Period. In addition, contracts for the sale of group commercial products are generally bid upon or renewed annually. While health plans compete 
on the basis of many factors, including service and the quality and depth of provider networks, we expect that price will continue to be a significant basis of competition. In addition to the challenge 
of controlling health care costs, we face intense competitive pressure to contain premium prices. Factors such as business consolidations, strategic alliances, legislative reform, and marketing 
practices create pressure to contain premium price increases, despite being faced with increasing medical and administrative costs. 

The policies and decisions of the federal and state governments regarding the Medicare, military and Medicaid programs in which we participate have a substantial impact on our profitability. 
These governmental policies and decisions, which we cannot predict with certainty, directly shape the premiums or other revenues to us under the programs, the eligibility and enrollment of our 
members, the services we provide to our members, and our administrative, health care services, and other costs associated with these programs. Legislative or regulatory actions, such as changes to 
the programs in which we participate, those resulting in a reduction in premium payments to us, an increase in our cost of administrative and health care services, or additional fees, taxes or 
assessments, may have a material adverse effect on our results of operations, financial position, and cash flows. 

Premium increases, introduction of new product designs, and our relationships with our providers in various markets, among other issues, could also affect our membership levels. Other actions 
that could affect membership levels include our possible exit from or entrance into Medicare or commercial markets, or the tennination of a large contract. 

If we do not compete effectively in our markets, if we set rates too high or too low in highly competitive markets to keep or increase our market share, if membership does not increase as we 
expect, if membership declines, or if we lose membership with favorable medical cost experience while retaining or increasing membership with unfavorable medical cost experience, our results of 
operations, financial position, and cash flows may be materially adversely affected. 

If we fail to effectively implement our operational and strategic initiatives, including our Medicare initiatives and our state-based contracts strategy, our business may be materially adversely 
affected, which is of particular importance given the concentration of our revenues in these products. In addition, there can be no assurances that we will be successful in maintaining or 
improving our Star ratings in future years. 

Our future performance depends in large part upon our ability to execute our strategy, including opportunities created by the expansion of our Medicare programs, the successful implementation 
of our integrated care delivery model and our strategy with respect to state-based contracts, including those covering members dually eligible for the Medicare and Medicaid programs. 
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We have made substantial investments in the Medicare program to enhance our ability to participate in these programs. The growth of our Medicare products is an important part of our business 
strategy, and the attendant concentration of revenues intensifies the risks to us inherent in Medicare products. Any failure to achieve this growth may have a material adverse effect on our results of 
operations, financial position, or cash flows. 

The achievement of star ratings of 4-star or higher qualifies Medicare Advantage plans for premium bonuses. Our Medicare Advantage plans' operating results may be significantly affected by 
their star ratings. Despite our operational efforts to improve our star ratings, there can be no assurances that we will be successful in maintaining or improving our star ratings in future years. In 
addition, audits of our performance for past or future periods may result in downgrades to our star ratings. Accordingly, our plans may not be eligible for full level quality bonuses, which could 
adversely affect the benefits such plans can offer, reduce membership and/or reduce profit margins. 

If we fail to properly maintain the integrity of our data, to strategically maintain existing or implement new information systems, or to protect our proprietary rights to our systems, our 
business may be materially adversely affected. 

Our business depends significantly on effective information systems and the integrity and timeliness of the data we use to run our business. Our business strategy involves providing members and 
providers with easy to use products that leverage our information to meet their needs. Our ability to adequately price our products and services, provide effective and efficient service to our 
customers, and to timely and accurately report our financial results depends significantly on the integrity of the data in our information systems. These systems require an ongoing commitment of 
significant resources to maintain, protect, and enhance existing systems and develop new systems to keep pace with continuing changes in information processing technology, evolving industry and 
regulatory standards, and changing customer preferences. If the information we rely upon to run our businesses was found to be inaccurate or unreliable or if we fail to maintain effectively our 
information systems and data integrity, we could have operational disruptions, have problems in determining medical cost estimates and establishing appropriate pricing, have customer and physician 
and other health care provider disputes, have regulatory or other legal problems, have difficulty preventing and detecting fraud, have increases in operating expenses, lose existing customers, have 
difficulty in attracting new customers, or suffer other adverse consequences. 

We depend on independent third parties for significant portions of our systems-related support, equipment, facilities, and certain data, including data center operations, data network, voice 
communication services and pharmacy data processing. This dependence makes our operations vulnerable to such third parties' failure to perform adequately under the contract, due to internal or 
external factors. A change in service providers could result in a decline in service quality and effectiveness or less favorable contract terms which may adversely affect our operating results. 

We rely on our agreements with customers and service providers, confidentiality agreements with employees, and our trade secrets and copyrights to protect our proprietary rights. These legal 
protections and precautions may not prevent misappropriation of our proprietary infonnation. In addition, substantial litigation regarding intellectual property rights exists in the software industry, 
including litigation involving end users of software products. We expect software products to be increasingly subject to third-party infringement claims as the number of products and competitors in 
this area grows. The misappropriation of our proprietary information and/or third-party infringement claims against any software products we use could hinder our ability to market and sell products 
and services and may result in a material adverse effect on our results of operations, financial position and cash flows. 

There can be no assurance that our information technology, or IT, process will successfully maintain and improve existing systems, develop new systems to support our expanding operations, 
integrate new systems, protect our proprietary information, or improve service levels. Failure to adequately protect and maintain the integrity of our information systems and data may result in a 
material adverse effect on our results of operations, financial position, and cash flows. 

If we are unable to defend our information technology security systems against cybersecurity attacks or prevent other privacy or data security incidents that result in security breaches that 
disrupt our operations or in the unintended dissemination of sensitive personal information or proprietary or confidential information, we 
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could be exposed to significant regulatory fines or penalties, liability or reputational damage, or experience a material adverse effect on our results of operations, financial position, and cash 
flows. 

In the ordinary course of our business, we process, store and transmit large amounts of data, and rely on third party service providers to do the same, including sensitive personal information as 
well as proprietary or confidential information relating to our business or a third-party. We have been, and will likely continue to be, regular targets of attempted cybersecurity attacks and other 
security threats and may be subject to breaches of our information technology security systems. Although the impact of such attacks has not been material to our operations or results of operations, 
financial position, or cash flow through December 31, 2020, we can provide no assurance that we will be able to detect, prevent, or contain the effects of such cybersecurity attacks or other 
information security risks or threats in the future. A cybersecurity attack may penetrate our layered security controls and misappropriate or compromise sensitive personal information or proprietary 
or confidential information or that of third-parties, create system disruptions, cause shutdowns, or deploy viruses, worms, and other malicious software programs that attack our systems. A 
cybersecurity attack that bypasses our IT security systems, or the security of third party service providers, could materially affect us due to the theft, destruction, loss, misappropriation or release of 
confidential data or intellectual property, operational or business delays resulting from the disruption of our IT systems, or negative publicity resulting in reputation or brand damage with our 
members, customers, providers, and other stakeholders. 

The costs to detect, prevent, eliminate or address cybersecurity threats and vulnerabilities before or after an incident could be substantial. Our remediation efforts may not be successful and could 
result in interruptions, delays, or cessation of service, and loss of existing or potential members. In addition, breaches of our security measures or the security measures of third party service 
providers, and the unauthorized dissemination of sensitive personal information or proprietary or confidential information about us or our members or other third-parties, could expose our associates' 
or members' private information and result in the risk of financial or medical identity theft, or expose us or other third-parties to a risk of loss or misuse of this information, result in significant 
regulatory fines or penalties, litigation and potential liability for us, damage our brand and reputation, or otherwise harm our business. 

We are involved in various legal actions and governmental and internal investigations, any of which, if resolved unfavorably to us, could result in substantial monetary damages or changes 
in our business practices. Increased litigation and negative publicity could increase our cost of doing business. 

We are or may become a party to a variety of legal actions that affect our business, including breach of contract actions, employment compensation and other labor and employment practice suits, 
employee benefit claims, stockholder suits and other securities laws claims, intellectual and other property claims, and tort claims. 

In addition, because of the nature of the health care business, we are subject to a variety of legal actions relating to our business operations, including the design, management, and offering of 
products and services. These include and could include in the future: claims relating to the methodologies for calculating premiums; claims relating to the denial of health care benefit payments; 
claims relating to the denial or rescission of insurance coverage; challenges to the use of some software products used in administering claims; claims relating to our administration of our Medicare 
Part D offerings; medical malpractice actions brought against our employed providers or affiliated physician-owned professional groups, based on our medical necessity decisions or brought against 
us on the theory that we are liable for a third-party providers1 alleged malpractice; claims arising from any adverse medical consequences resulting from our recommendations about the 
appropriateness of providers' proposed medical treatment plans for patients; allegations of anti-competitive and unfair business activities; provider disputes over compensation or non-acceptance or 
termination of provider contracts; disputes related to ASO business, including actions alleging claim administration errors; qui tam litigation brought by individuals who seek to sue on behalf of the 
government, alleging that we, as a government contractor, submitted false claims to the government including, among other allegations, resulting from coding and review practices under the Medicare 
risk-adjustment model; claims related to the failure to disclose some business practices; claims relating to customer audits and contract performance; claims relating to dispensing of drugs associated 
with our in-house dispensing pharmacies; and professional liability claims arising out of the delivery of healthcare and related services to the public. 
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In some cases, substantial non-economic or punitive damages as well as treble damages under the federal False Claims Act, Racketeer Influenced and Corrupt Organizations Act and other 
statutes may be sought. 

While we currently have insurance coverage for some of these potential liabilities, other potential liabilities may not be covered by insurance, insurers may dispute coverage, or the amount of our 
insurance may not be enough to cover the damages awarded. In addition, some types of damages, like punitive damages, may not be covered by insurance. In some jurisdictions, coverage of punitive 
damages is prohibited. Insurance coverage for all or some forms ofliability may become unavailable or prohibitively expensive in the future. 

The health benefits industry continues to receive significant negative publicity reflecting the public perception of the industry. This publicity and perception have been accompanied by increased 
litigation, including some large jury awards, legislative activity, regulation, and governmental review of industry practices. These factors may materially adversely affect our ability to market our 
products or services, may require us to change our products or services or otheiwise change our business practices, may increase the regulatory burdens under which we operate, and may require us to 
pay large judgments or fines. Any combination of these factors could further increase our cost of doing business and adversely affect our results of operations, financial position, and cash flows. 

See "Legal Proceedings and Certain Regulatory Matters 11 in Note 17 to the consolidated financial statements included in ltem 8. - Financial Statements and Supplementary Data. We cannot 
predict the outcome of these matters with certainty. 

As a government contractor, we are exposed to risks that may materially adversely affect our business or our willingness or ability to participate in government health care programs. 

A significant portion of our revenues relates to federal and state government health care coverage programs, including the Medicare, military, and Medicaid programs. These programs accounted 
for approximately 88% of our total premiums and services revenue for the year ended December 31 , 2020. These programs involve various risks, as described further below. 

At December 31, 2020, under our contracts with CMS we provided health insurance coverage to approximately 728,300 individual Medicare Advantage members in Florida. These 
contracts accounted for approximately 14% of our total premiums and services revenue for the year ended December 31, 2020. The loss of these and other CMS contracts (which are 
generally renewed annually) or significant changes in the Medicare program as a result of legislative or regulatory action, including reductions in premium payments to us or increases in 
member benefits or changes to member eligibility criteria without corresponding increases in premium payments to us, may have a material adverse effect on our results of operations, 
financial position, and cash flows. 

At December 31, 2020, our military services business, which accounted for approximately I% of our total premiums and services revenue for the year ended December 31, 2020, primarily 
consisted of the TRICARE T2017 East Region contract. The T2017 East Region contract is a consolidation of the former T3 North and South Regions, comprising 32 states and 
approximately six million TRI CARE beneficiaries, under which delivery of health care services commenced on January I, 2018. The T20 I 7 East Region contract is a 5 -year contract set 
to expire on December 31, 2022 and is subject to renewals on January I of each year during its tenn at the government's option. The loss of the TRICARE T2017 East Region contract may 
have a material adverse effect on our results of operations, financial position, and cash flows. 

There is a possibility of temporary or permanent suspension from participating in government health care programs, including Medicare and Medicaid, ifwe are convicted of fraud or other 
criminal conduct in the performance of a health care program or if there is an adverse decision against us under the federal False Claims Act. As a government contractor, we may be 
subject to qui tam litigation brought by individuals who seek to sue on behalf of the government, alleging that the government contractor submitted false claims to the government. 
Litigation of this nature is filed under seal to allow the government an opportunity to investigate and to decide ifit wishes to intervene and assume control of the litigation. If 
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the government docs not intervene, the lawsuit is unsealed, and the individual may continue to prosecute the action on his or her own. 

CMS uses a risk-adjustment model which adjusts premiums paid to Medicare Advantage, or MA, plans according to health status of covered members. The risk-adjustment model, which 
CMS implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA), generally pays more where a plan's membership 
has higher expected costs. Under this model, rates paid to MA plans are based on actuarially determined bids, which include a process whereby our prospective payments are based on our 
estimated cost of providing standard Medicare-covered benefits to an enrollee with a 11national average risk profile.'' That baseline payment amount is adjusted to reflect the health status of 
our enrolled membership. Under the risk-adjustment methodology, all MA plans must collect from providers and submit the necessary diagnosis code information to CMS within 
prescribed deadlines. The CMS risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS adjusts for coding pattern 
differences between the health plans and the government fee-for-service program. We generally rely on providers, including certain providers in our network who are our employees, to 
code their claim submissions with appropriate diagnoses, which we send to CMS as the basis for our payment received from CMS under the actuarial risk-adjustment model. We also rely 
on these providers to document appropriately all medical data, including the diagnosis data submitted with claims. In addition, we conduct medical record reviews as part of our data and 
payment accuracy compliance efforts, to more accurately reflect diagnosis conditions under the risk adjustment model. These compliance efforts include the internal contract level audits 
described in more detail below, as well as ordinary course reviews of our internal business processes. 

CMS is phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data from the Encounter Data System, 
or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions through EDS, CMS 
requires MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering logic to determine the risk scores. For 2020, 50% of the risk score was calculated from 
claims data submitted through EDS. CMS increased that percentage to 75% for 2021 and will complete the phased-in transition from RAPS to EDS by using only EDS data to calculate 
risk scores in 2022. The phase-in from RAPS to EDS could result in different risk scores from each dataset as a result of plan processing issues, CMS processing issues, or filtering logic 
differences between RAPS and EDS, and could have a material adverse effect on our results of operations, financial position, or cash flows. 

CMS and the Office of the Inspector General of Health and Human Services, or HHS-OJG, are continuing to perform audits of various companies• selected MA contracts related to this 
risk adjustment diagnosis data. We refer to these audits as Risk-Adjustment Data Validation Audits, or RADY audits. RADY audits review medical records in an attempt to validate 
provider medical record documentation and coding practices which influence the calculation of premium payments to MA plans. 

In 2012, CMS released a "Notice of Final Payment Error Calculation Methodology for Part C Medicare Advantage Risk Adjustment Data Validation (RADY) Contract-Level Audits." The 
payment error calculation methodology provided that, in calculating the economic impact of audit results for an MA contract, if any, the results of the RADV audit sample would be 
extrapolated to the entire MA contract after a comparison of the audit results to a similar audit of the government's traditional fee-for-service Medicare program, or Medicare FFS. We 
refer to the process of accounting for errors in FFS claims as the "FFS Adjuster." This comparison of RADY audit results to the FFS error rate is necessary to determine the economic 
impact, if any, of RADV audit results because the government used the Medicare FFS program data set, including any attendant errors that are present in that data set, to estimate the costs 
of various health status conditions and to set the resulting adjustments to MA plans ' payment rates in order to establish actuarial equivalence in payment rates as required under the 
Medicare statute. CMS already makes other adjustments to payment rates based on a comparison of coding pattern 
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differences between MA plans and Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus the Medicare FFS program dataset). 

The final RADY extrapolation methodology, including the first application of extrapolated audit results to determine audit settlements, is expected to be applied to CMS RADV contract 
level audits conducted for contract year 2011 and subsequent years. CMS is currently conducting RADV contract level audits for certain of our Medicare Advantage plans. 

Estimated audit settlements are recorded as a reduction of premiums revenue in our consolidated statements of income, based upon available information. We perform internal contract 
level audits based on the RADY audit methodology prescribed by CMS. Included in these internal contract level audits is an audit of our Private Fee-For Service business which we used 
to represent a proxy of the FFS Adjuster which has not yet been finalized. We based our accrual of estimated audit settlements for each contract year on the results of these internal contract 
level audits and update our estimates as each audit is completed. Estimates derived from these results were not material to our results of operations, financial position, or cash flows. We 
report the results of these internal contract level audits to CMS, including identified overpayments, if any. 

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which we refer to as the "Proposed Rule") related to, among other things, the RADY audit methodology 
described above. If implemented, the Proposed Rule would use extrapolation in RADY audits applicable to payment year 2011 contract-level audits and all subsequent audits, without the 
application of a FFS Adjuster to audit findings. We believe that the Proposed Rule fails to address adequately the statutory requirement of actuarial equivalence, and have provided 
substantive comments to CMS on the Proposed Rule as part of the notice-and-comment rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any 
related regulatory, industry or company reactions, could have a material adverse effect on our results of operations, financial position, or cash flows. 

In addition, as part of our internal compliance efforts, we routinely perform ordinary course reviews of our internal business processes related to, among other things, our risk coding and 
data submissions in connection with the risk adjustment model. These reviews may also result in the identification of errors and the submission of corrections to CMS, that may, either 
individually or in the aggregate, be material. As such, the result of these reviews may have a material adverse effect on our results of operations, financial position, or cash flows. 

We believe that CMS's statements and policies regarding the requirement to report and return identified overpayments received by MA plans are inconsistent with CMS's 2012 RADY 
audit methodology, and the Medicare statute's requirements. These statements and policies, such as certain statements contained in the preamble to CMS's final rule release regarding 
Medicare Advantage and Part D prescription drug benefit program regulations for Contract Year 2015 (which we refer to as the "Overpayment Rule"), and the Proposed Rule, appear to 
equate each Medicare Advantage risk adjustment data error with an "overpayment" without addressing the principles underlying the FFS Adjuster referenced above. On September 7, 
2018, the Federal District Court for the District of Columbia vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, including the requirement for actuarial 
equivalence, and that the Overpayment Rule was also arbitrary and capricious in departing from CMS's RADY methodology without adequate explanation (among other reasons). CMS 
has appealed the decision to the Circuit Court of Appeals. 

We will continue to work with CMS to ensure that MA plans are paid accurately and that payment model principles are in accordance with the requirements of the Social Security Act, 
which, if not implemented correctly could have a material adverse effect on our results of operations, financial position, or cash flows. 
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Our CMS contracts which cover members' prescription drugs under Medicare Part D contain provisions for risk sharing and certain payments for prescription drug costs for which we are 
not at risk. These provisions, certain of which are described below, affect our ultimate payments from CMS. 

The premiums from CMS are subject to risk corridor provisions which compare costs targeted in our annual bids to actual prescription drug costs, limited to actual costs that would have 
been incurred under the standard coverage as defined by CMS. Variances exceeding certain thresholds may result in CMS making additional payments to us or require us to refund to CMS 
a portion of the premiums we received (known as a .. risk corridor''). We estimate and recognize an adjustment to premiums revenue related to the risk corridor payment settlement based 
upon pharmacy claims experience. The estimate of the settlement associated with these risk corridor provisions requires us to consider factors that may not be certain, including member 
eligibility differences with CMS. Our estimate of the settlement associated with the Medicare Part D risk corridor provisions was a net asset of$95 million at December 31 , 2020 and net 
payable of$170 million at December 31, 2019. 

Reinsurance and low-income cost subsidies represent payments from CMS in connection with the Medicare Part D program for which we assume no risk. Reinsurance subsidies represent 
payments for CMS's portion of claims costs which exceed the member's out-of-pocket threshold, or the catastrophic coverage level. Low-income cost subsidies represent payments from 
CMS for all or a portion of the deductible, the coinsurance and co-payment amounts above the out-of-pocket threshold for low-income beneficiaries. Monthly prospective payments from 
CMS for reinsurance and low-income cost subsidies are based on assumptions submitted with our annual bid. A reconciliation and settlement of CM S's prospective subsidies against acrual 
prescription drug costs we paid is made after the end of the applicable year. 

Settlement of the reinsurance and low-income cost subsidies as well as the risk corridor payment is based on a reconciliation made approximately 9 months after the close of each calendar 
year. This reconciliation process requires us to submit claims data necessary for CMS to administer the program. Our claims data may not pass CMS 's claims edit processes due to various 
reasons, including discrepancies in eligibility or classification of low-income members. To the extent our data does not pass CMS's claim edit processes, we may bear the risk for all or a 
portion of the claim which otherwise may have been subject to the risk corridor provision or payment which we would have otherwise received as a low-income subsidy or reinsurance 
claim. In addition, in the event the settlement represents an amount CMS owes us, there is a negative impact on our cash flows and financial condition as a result of financing CMS 's share 
of the risk. The opposite is true in the event the settlement represents an amount we owe CMS. 

We are also subject to various other governmental audits and investigations. Under state laws, our HMOs and health insurance companies are audited by state departments of insurance for 
financial and contractual compliance. Our HMOs are audited for compliance with health services by state departments of health. Audits and investigations, including audits of risk 
adjustment data, are also conducted by state attorneys general, CMS, HHS-OIG, the Office of Personnel Management, the Department of Justice, the Department of Labor, and the Defense 
Contract Audit Agency. All of these activities could result in the loss of licensure or the right to participate in various programs, including a limitation on our ability to market or sell 
products, the imposition of fines, penalties and other civil and criminal sanctions, or changes in our business practices. The outcome of any current or future governmental or internal 
investigations cannot be accurately predicted, nor can we predict any resulting penalties, fines or other sanctions that may be imposed at the discretion of federal or state regulatory 
authorities. Nevertheless, it is reasonably possible that any such outcome of litigation, penalties, fines or other sanctions could be substantial, and the outcome of these matters may have a 
material adverse effect on our results of operations, financial position, and cash flows. Certain of these matters could also affect our reputation. ln addition, disclosure of any adverse 
investigation or audit results or sanctions could negatively affect our industry or our reputation in various markets and make it more difficult for us to sell our products and services. 
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Our business activities are subject to substantial government regulation. New laws or regulations, or legislative, judicial, or regulatory changes in existing laws or regulations or their 
manner of application could increase our cost of doing business and may have a material adverse effect on our results of operations (including restricting revenue, enrollment and premium 
growth in certain products and market segments, restricting our ability to expand into new markets, increasing our medical and operating costs by, among other things, requiring a minimum 
benefit ratio on insured products, lowering our Medicare payment rates and increasing our expenses associated with assessments); our financial position (including our ability to maintain the 
value of our goodwill); and our cash flows. 

The Health Care Reform Law and Other Current or Future Legislative, Judicial or Regulatory Changes 

The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation Act of 2010 (which we collectively refer to as the Health Care Reform Law) enacted 
significant reforms to various aspects of the U.S. health insurance industry. Certain significant provisions of the Health Care Reform Law include, among others, mandated coverage requirements, 
mandated benefits and guarantee issuance associated with commercial medical insurance, rebates to policyholders based on minimwn benefit ratios, adjustments to Medicare Advantage premiwns, 
the establishment of federally facilitated or state-based exchanges coupled with programs designed to spread risk among insurers, and the introduction of plan designs based on set actuarial values. In 
addition, the Health Care Reform Law established insurance industry assessments, including an annual health insurance industry fee. The annual health insurance industry fee, which is not deductible 
for income tax purposes and significantly increases our effective tax rate, was suspended in 2019, resumed for calendar year 2020 and, under current law, has been permanently repealed beginning in 
calendar year 2021. 

It is reasonably possible that the Health Care Reform Law and related regulations, as well as other current or future legislative (including the Families First Coronavirus Response Act (the 
"Families First Act"), the Coronavirus Aid, Relief, and Economic Security Act (the "CARES Act") and other legislative or regulatory action taken in response to COVID-19), judicial or regulatory 
changes, including restrictions on our ability to manage our provider network or otherwise operate our business, or restrictions on profitability, including reviews by regulatory bodies that may 
compare our Medicare Advantage business profitability to our non-Medicare Advantage business profitability, or compare the profitability of various products within our Medicare Advantage 
business, and require that they remain within certain ranges of each other, increases in member benefits or changes to member eligibility criteria without corresponding increases in premium 
payments to us, or increases in regulation of our prescription drug benefit businesses, may have a material adverse effect on our results of operations (including restricting revenue, enrollment and 
premiwn growth in certain products and market segments, restricting our ability to expand into new markets, increasing our medical and operating costs, further lowering our Medicare payment rates 
and increasing our expenses associated with assessments); our financial position (including our ability to maintain the value of our goodwill); and our cash flows. 

Additionally, potential legislative changes or judicial determinations, including activities to repeal or replace the Health Care Reform Law or declare all or certain portions of the Health Care 
Reform Law unconstitutional, create uncertainty for our business. and we cannot predict when, or in what form, such legislative changes or judicial determinations may occur. 

Health Insurance Portability and Accountability Act (HIPAA) and the Health Information Technology for Economic and Clinical Health Act (HJTECH Ac() 

The use of individually identifiable health data by our business is regulated at federal and state levels. These laws and rules are changed frequently by legislation or administrative interpretation. 
Various state laws address the use and maintenance of individually identifiable health data. Most are derived from the privacy provisions in the federal Gramm-Leach-Bliley Act and the Health 
Insurance Portability and Accountability Act, or HIPAA. HIPAA includes administrative provisions directed at simplifying electronic data interchange through standardizing transactions, establishing 
uniform health care provider, payer, and employer identifiers, and seeking protections for the confidentiality and security of patient data. The rules do not provide for complete federal preemption of 
state laws, but rather preempt all inconsistent state laws unless the state law is more stringent. These regulations set 
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standards for the security of electronic health information, including requirements that insurers provide customers with notice regarding how their non-public personal information is used, including 
an opportunity to "opt out" of certain disclosures. 

The HITECH Act, one part of the American Recovery and Reinvestment Act of 2009, significantly broadened and strengthened the scope of the privacy and security regulations of HIPAA and 
imposes additional limits on the use and disclosure of protected health information, or PHI. Among other requirements, the HITECH Act and HIPAA requires us and other covered entities to report 
any unauthorized release or use of or access to PHI to any impacted individuals and to HHS in those instances where the unauthorized activity poses a significant risk of financial, reputational or 
other hann to the individuals, and to notify the media in any states where 500 or more people are impacted by any unauthorized release or use of or access to PHI, requires business associates to 
comply with certain provisions of the HIPAA privacy and security rule, and grants enforcement authority to state attorneys general in addition to the I-Il:IS Office of Civil Rights. 

In addition, there are numerous federal and state laws and regulations addressing patient and consumer privacy concerns, including unauthorized access or theft of personal information. State 
statutes and regulations vary from state to state and could impose additional penalties. Violations ofHIPAA or applicable federal or state laws or regulations could subject us to significant criminal or 
civil penalties, including significant monetary penalties. Compliance with HIPAA and other privacy regulations requires significant systems enhancements, training and administrative effort. HIPAA 
can also expose us to additional liability for violations by our business associates (e.g., entities that provide services to health plans and providers). 

Corporate Practice of Medicine and Other Laws 

As a corporate entity, Humana Inc. is not licensed to practice medicine. Many states in which we operate through our subsidiaries limit the practice of medicine to licensed individuals or 
professional organizations comprised of licensed individuals, and business corporations generally may not exercise control over the medical decisions of physicians. Statutes and regulations relating 
to the practice of medicine, fee-splitting between physicians and referral sources, and similar issues vary widely from state to state. Under management agreements between certain of our subsidiaries 
and affiliated physician-owned professional groups, these groups retain sole responsibility for all medical decisions, as well as for hiring and managing physicians and other licensed healthcare 
providers, developing operating policies and procedures, implementing professional standards and controls, and maintaining malpractice insurance. We believe that our health services operations 
comply with applicable state statutes regarding corporate practice of medicine, fee-splitting, and similar issues. However, any enforcement actions by governmental officials alleging non-compliance 
with these statutes, which could subject us to penalties or restructuring or reorganization of our business, may result in a material adverse effect on our results of operations, financial position, or cash 
flows. 

Anti-Kickback, Physician Self-Referral, and Other Fraud and Abuse Laws 

We are subject to various federal and state healthcare fraud and abuse laws including the federal False Claims Act (the "False Claims Act"), the federal anti-kickback statute (the "Anti-Kickback 
Statute"), the federal "Stark Law," and related state laws. Potential sanctions for violating these laws include recoupment or reduction of government reimbursement amowits, civil penalties, treble 
damages, and exclusion from participating in the Medicare and Medicaid programs or other government healthcare programs. The False Claims Act prohibits knowingly submitting, conspiring to 
submit, or causing to be submitted, false claims, records, or statements to the federal government, or intentionally failing to return overpayments, in connection with reimbursement by federal 
government programs. The Anti-Kickback Statute prohibits the offer, payment, solicitation, or receipt of any form of remuneration to induce, or in return for, the referral of business under Medicare 
or other governmental health program. The Stark Law prohibits physicians from referring Medicare or Medicaid beneficiaries for certain services to any entity with which the physician, or an 
immediate family member of the physician, has a financial relationship, unless the financial relationship fits within a permissible exception. 

Many states also have enacted laws similar in scope and purpose to the Anti-Kickback Statute and, in more limited instances, the Stark Law, that are not limited to services for which Medicare or 
Medicaid payment is made. 
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In addition, most states have statutes. regulations. or professional codes that restrict a physician from accepting various kinds of remuneration in exchange for making referrals. These laws vary from 
state to state and have seldom been interpreted by the courts or regulatory agencies. ln states that have enacted these statutes, we believe that regulatory authorities and state courts interpreting these 
statutes may regard federal law under the Anti-Kickback Statute and the Stark Law as persuasive. 

In November 2020, the Office of the Inspector General of the Department of Health and Humana Services issued a final rule to eliminate, under the Anti-Kickback Statute's regulatory discount 
safe harbor, protection for rebates paid by manufacturers to Part D plan sponsors or their PBMs in connection with the sale or purchase of Part D drugs. This regulatory change is currently scheduled 

to become effective on January 1, 2023. The final rule also introduced a new safe harbor to protect reductions in price from manufacturers on prescription drugs that are payable under Medicare Part 

D or by Medicaid managed care organizations when such price reduction is offered at the point of sale. The precise interpretation, impact, and legality of the final rule are not clear and are subject to 
pending litigation. 

We believe that our operations comply with the Anti-Kickback Statute, the Stark Law, and similar federal or state laws addressing fraud and abuse. These laws are subject to modification and 
changes in interpretation, and are enforced by authorities vested with broad discretion. We continually monitor developments in this area. lf these laws are interpreted in a manner contrary to our 
interpretation or are reinterpreted or amended, or if new legislation is enacted with respect to healthcare fraud and abuse, illegal remuneration, or similar issues, we may be required to restructure our 
affected operations to maintain compliance with applicable law. There can be no assurances that any such restructuring will be possible or, if possible, would not have a material adverse effect on our 
results of operations, financial position, or cash flows. 

State Regulation of Insurance-Related Products 

Laws in each of the states (and Puerto Rico) in which we operate our HMOs, PPOs and other health insurance-related services regulate our operations including: capital adequacy and other 
licensing requirements, policy language describing benefits, mandated benefits and processes, entry, withdrawal or re-entry into a state or market, rate increases, delivery systems, utilization review 
procedures, quality assurance, complaint systems, enrollment requirements, claim payments, marketing, and advertising. The HMO, PPO, and other health insurance-related products we offer are sold 
under licenses issued by the applicable insurance regulators. 

Our licensed insurance subsidiaries are also subject to regulation under state insurance holding company and Puerto Rico regulations. These regulations generally require, among other things, 
prior approval and/or notice of new products, rates, benefit changes, and certain material transactions, including dividend payments, purchases or sales of assets, intercompany agreements, and the 
filing of various financial and operational reports. 

Any failure by us to manage acquisitions, divestitures and other significant transactions successfully may have a material adverse effect on our results of operations, financial position, and 
cash flows. 

As part of our business slrategy, we frequently engage in discussions with third parties regarding possible investments, acquisitions, divestitures, strategic alliances, joint ventures, and 
outsourcing transactions and often enter into agreements relating to such transactions in order to further our business objectives. In order to pursue our acquisition strategy successfully, we must 
identify suitable candidates for and successfully complete transactions, some of which may be large and complex, and manage post-closing issues such as the integration of acquired companies or 
employees. Integration and other risks can be more pronounced for larger and more complicated transactions, transactions outside of our core business space, or if multiple transactions are pursued 
simultaneously. The failure to successfully integrate acquired entities and businesses or failure to produce results consistent with the financial model used in the analysis of our acquisitions, 
investments, joint ventures or strategic alliances may cause asset write-offs, restructuring costs or other expenses and may have a material adverse effect on our results of operations, financial 
position, and cash flows. If we fail to identify and complete successfully transactions that further our strategic objectives, we may be required to expend resources to develop products and technology 
internally. In addition, from time to ti.me, we evaluate alternatives for our businesses that do not meet our strategic, 
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growth or profitability objectives, and we may divest or wind dowo such businesses. There can be no assurance that we will be able to complete any such divestiture on terms favorable to us, and the 
divestiture of certain businesses could result, individually or in the aggregate, in the recognition of material losses and a material adverse effect on our results of operations. 

If we fail to develop and maintain satisfactory relationships with the providers of care to our members, our business may be adversely affected. 

We employ or contract with physicians, hospitals and other providers to deliver health care to our members. Our products encourage or require our customers to use these contracted providers. A 
key component of our integrated care delivery strategy is to increase the number of providers who share medical cost risk with us or have financial incentives to deliver quality medical services in a 
cost-effective manner. 

In any particular market, providers could refuse to contract with us, demand higher payments, or take other actions that could result in higher health care costs for us, less desirable products for 
customers and members or difficulty meeting regulatory or accreditation requirements. In some markets, some providers, particularly hospitals, physician specialty groups, physician/hospital 
organizations, or multi-specialty physician groups, may have significant market positions and negotiating power. In addition, physician or practice management companies, which aggregate physician 
practices for administrative efficiency and marketing leverage, may compete directly with us. If these providers refuse to contract with us, use their market position to negotiate unfavorable contracts 
with us or place us at a competitive disadvantage, or do not enter into contracts with us that encourage the delivery of quality medical services in a cost-effective manner, our ability to market 
products or to be profitable in those areas may be adversely affected. 

In some situations, we have contracts with individual or groups of primary care providers for an actuarially determined, fixed fee per month to provide a basket of required medical services to our 
members. This type of contract is referred to as a "capitation" contract The inability of providers to properly manage costs under these capitation arrangements can result in the financial instability of 
these providers and the termination of their relationship with us. In addition, payment or other disputes between a primary care provider and specialists with whom the primary care provider contracts 
can result in a disruption in the provision of services to our members or a reduction in the services available to our members. The financial instability or failure of a primary care provider to pay other 
providers for services rendered could lead those other providers to demand payment from us even though we have made our regular fixed payments to the primary provider. There can be no assurance 
that providers with whom we contract will properly manage the costs of services, maintain financial solvency or avoid disputes with other providers. Any of these events may have a material adverse 
effect on the provision of services to our members and our results of operations, financial position, and cash flows. 

The success of our care delivery businesses depends on our ability, and the ability of our affiliated physician-owned professional groups and management services organizations, to recruit, hire, 
acquire, contract with, and retain physicians and other medical professionals who are experienced in providing care services to older adults. The market to acquire or manage physician practices, and 
to employ or contract with individual physicians is, and is expected to rema~ highly competitive, and the performance of our care delivery businesses may be adversely impacted if we, and our 
affiliated physician-owned professional groups and management services organizations, are unable to attract, maintain satisfactory relationships with, and retain physicians and other medical 
professionals, or if these businesses are unable to retain patients following the departure of a physician. In addition, our care delivery businesses contract with competitors of our health benefits 
businesses, and these businesses could suffer if they are unable to maintain relationships with these companies, or fail to adequately price their contracts with these third-party payers. 

Our pharmacy business is highly competitive and subject us to regulations and supply chain risks in addition to those we face with our core health benefits businesses. 

Our in-house dispensing pharmacy business competes with locally owned drugstores, retail drugstore chains, supermarkets, discount retailers, membership clubs, internet companies and other 
mail-order and long-term care pharmacies. 

33 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
34 of 216

Exempt from Business Proposal 
and Total Page Limits

428(E)

Our pharmacy business also subjects us to extensive federal, state, and local regulation. The practice of pharmacy is generally regulated at the state level by state boards of pharmacy. Many of the 
states where we deliver pharmaceuticals, including controlled substances, have laws and regulations that require out-of-state mail-order pharmacies to register with that state's board of pharmacy. 
Federal agencies further regulate our pharmacy operations, requiring registration with the U.S. Drug Enforcement Administration and individual state controlled substance authorities in order to 
dispense controlled substances. In addition, the FDA inspects facilities in connection with procedures to effect recalls of prescription drugs. The Federal Trade Commission also has requirements for 
mail-order sellers of goods. The U.S. Postal Service, or USPS, has statutory authority to restrict the transmission of drugs and medicines through the mail to a degree that may have an adverse effect 
on our mail-order operations. The USPS historically has exercised this statutory authority only with respect to controlled substances. If the USPS restricts our ability to deliver drugs through the mail, 
alternative means of delivery are available to us. However, alternative means of delivery could be significantly more expensive. The U.S. Department of Transportation has regulatory authority to 
impose restrictions on drugs inserted in the stream of commerce. These regulations generally do not apply to the USPS and its operations. In addition, we are subject to CMS rules regarding the 
administration of our PDP plans and intercompany pricing between our PDP plans and our pharmacy business. 

We are also subject to risks inherent in the packaging and distribution of pharmaceuticals and other health care products, including manufacturing, distribution or other supply chain disruptions 
that could impact the availability or cost of supplying of such products, and the application of state laws related to the operation of internet and mail-order phannacies. The failure to adhere to these 
laws and regulations may expose us to civil and criminal penalties. 

Changes in the prescription drug industry pricing benchmarks may adversely affect our financial performance. 

Contracts in the prescription drug industry generally use certain published benchmarks to establish pricing for prescription drugs. These benchmarks include average wholesale price, which is 
referred to as "AWP," average selling price, which is referred to as "ASP," and wholesale acquisition cost. It is uncertain whether payors, pharmacy providers, pharmacy benefit managers, or PBMs, 
and others in the prescription drug industry will continue to utilize AWP as it has previously been calculated, or whether other pricing benchmarks will be adopted for establishing prices within the 
industry. Legislation may lead to changes in the pricing for Medicare and Medicaid programs. Regulators have conducted investigations into the use of A WP for federal program payment, and 
whether the use of A WP has inflated drug expenditures by the Medicare and Medicaid programs. Federal and state proposals have sought to change the basis for calculating payment of certain drugs 
by the Medicare and Medicaid programs. Adoption of ASP in lieu of AWP as the measure for determining payment by Medicare or Medicaid programs for the drugs sold in our in-house dispensing 
pharmacy business may reduce the revenues and gross margins of this business which may result in a material adverse effect on our results of operations, financial position, and cash flows. 

Our ability to obtain funds from certain of our licensed subsidiaries is restricted by state insurance regulations. 

Because we operate as a holding company, we are dependent upon dividends and administrative expense reimbursements from our subsidiaries to fund the obligations of Humana Inc., our parent 
company. Certain of our insurance subsidiaries operate in states that regulate the payment of dividends, loans, administrative expense reimbursements or other cash transfers to Humana Inc., and 
require minimum levels of equity as well as limit investments to approved securities. The amount of dividends that may be paid to Humana Inc. by these insurance subsidiaries, without prior approval 
by state regulatory authorities, or ordinary dividends, is limited based on the entity's level of statutory income and statutory capital and surplus. In most states, prior notification is provided before 
paying a dividend even if approval is not required. Actual dividends paid may vary due to consideration of excess statutory capital and surplus and expected future surplus requirements related to, for 
example, premium volume and product mix. Dividends from our non-insurance companies such as in our Healthcare Services segment are generally not restricted by Departments of Insurance. In the 
event that we are unable to provide sufficient capital 
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to fund the obligations of Humana Inc., our results of operations, financial position, and cash flows may be materially adversely affected. 

Downgrades in our debt ratings, should they occur, may adversely affect our business, results of operations, and financial condition. 

Claims paying ability, financial strength, and debt ratings by recognized rating organizations are an increasingly important factor in establishing the competitive position of insurance companies. 
Ratings infonnation is broadly disseminated and generally used throughout the industry. Historically, rating agencies take action to lower ratings due to, among other things, perceived concerns about 
liquidity or solvency, the competitive environment in the insurance industry, the inherent wtcertainty in determining reserves for future claims, the outcome of pending litigation and regulatory 
investigations, and possible changes in the methodology or criteria applied by the rating agencies. Each of the rating agencies reviews its ratings periodically and there can be no assurance that current 
ratings will be maintained in the future. Our ratings reflect each rating agency's opinion of our financial strength, operating performance, and ability to meet our debt obligations or obligations to 
policyholders, but are not evaluations directed toward the protection of investors in our common stock and should not be relied upon as such. 

We believe that certain of our customers place importance on our claims paying ability, financial strength, and debt ratings, and we may lose customers and compete less successfully if our 
ratings were to be downgraded. In addition, our credit ratings impact our ability to obtain future borrowings and investment capital on favorable terms. If our credit ratings were to be lowered, our 
cost of borrowing likely would increase, our sales and earnings could decrease, and our results of operations, financial position, and cash flows may be materially adversely affected. 

The securities and credit markets may experience volatility and disruption, which may adversely affect our business. 

Ongoing volatility or disruption in the securities and credit markets could impact our investment portfolio. We evaluate our investment securities for impairment on a quanerly basis. This review 
is subjective and requires a high degree of judgment. For the purpose of determining gross realized gains and losses, the cost of investment securities sold is based upon specific identification. For 
debt securities held, we recognize an impairment loss in income when the fair value of the debt security is less than the carrying value and we have the intent to sell the debt security or it is more 
likely than not that we will be required to sell the debt security before recovery of our amortized cost basis, or if a credit loss has occurred. When we do not intend to sell or are not required to sell a 
security in an unrealized loss position, potential credit related impairments are considered using a variety of factors, including the extent to which the fair value has been less than cost, adverse 
conditions specifically related to the industry, geographic area or financial condition of the issuer or underlying colJatcral of a security; payment structure of the security; changes in credit rating of 
the security by the rating agencies; the volatility of the fair value changes; and changes in fair value of the security after the balance sheet date. For debt securities, we take into account expectations 
of relevant market and economic data. We continuously review our investment portfolios and there is a continuing risk that declines in fair value may occur and additional material realized losses 
from sales or credit related impairments may be recorded in future periods. 

We believe our cash balances, investment securities, operating cash flows, and funds available under our credit agreement or from other public or private financing sources, taken together, 
provide adequate resources to fund ongoing operating and regulatory requirements, acquisitions, future expansion opportunities, and capital expenditures for at least the next twelve months, as well as 
to refinance or repay debt, and repurchase shares. However, continuing adverse securities and credit market conditions may significantly affect the availability of credit. While there is no assurance in 
the current economic environment, including the heightened uncertainty created by the COVID-19 pandemic, we have no reason to believe the lenders participating in our credit agreement will not be 
willing and able to provide financing in accordance with the terms of the agreement. 

Our access to additional credit will depend on a variety of factors such as market conditions, the general availability of credit, both to the overall market and our industry, our credit ratings and 
debt capacity, as welt as the 
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possibility that customers or lenders could develop a negative perception of our long or short-term financial prospects. Similarly, our access to funds could be limited if regulatory authorities or rating 
agencies were to take negative actions against us. lf a combination of these factors were to occur, we may not be able to successfully obtain additional financing on favorable tetms or at all. 

The spread of, and response to, COVID-19 underscores certain risks we face, including those discussed above, and the ongoing, heightened uncertainty created by the pandemic precludes 
any prediction as /Q the ultimate adverse impact to us of COVID-19. 

COVID-19, which has spread to every state in the United States and been declared a pandemic by the World Health Organization, wtderscores certain risks we face, including those discussed 
above. To the extent that the spread ofCOVID-19 is not contained, the premiums we charge may prove to be insufficient to cover the cost of health care services delivered to our members, which 
may increase significantly as a result of higher utilization rates of medical facilities and services and other increases in associated hospital and pharmaceutical costs. We may also experience increased 
costs or decreased revenues if, as a result of our members being unab]e or unwilling to see their providers due to actions taken to mitigate the spread of COVID-19, we are unable to implement 
clinical initiatives to manage health care costs and chronic conditions of our members, and appropriately document their risk profiles. In addition, we are offering, and have been mandated by 
legislative and regulatory action (including the Families First Act and CARES Act) to provide, certain expanded benefit coverage to our members, such as waiving out of pocket costs for COVID-19 
testing and treatment. We are also taking actions designed to help provide financial and administrative relief for the health care provider community. Such measures and any further steps taken by us, 
or governmental action, to continue to respond to and to address the ongoing impact of COVID-19 (including further expansion or modification of the services delivered to our members, the adoption 
or modification of regulatory requirements associated with those services and the costs and challenges associated with ensuring timely compliance with such requirements) to provide further relief for 
the health care provider community, or in connection with the relaxation of stay-at-home and physical distancing orders and other restrictions on movement and economic activity, including the 
potential for widespread testing and therapeutic treatments and the distribution and administration of COVID-19 vaccines, could adversely impact our profitability. 

The spread and impact ofCOVID-19, or actions taken to mitigate this spread, could have material and adverse effects on our ability to operate effectively, including as a result of the complete or 
partial closure of facilities or labor shortages. Disruptions in public and private infrastructure, including communications, availability of in-person sales and marketing channels, financial services and 
supply chains, could materially and adversely disrupt our normal business operations. We have transitioned a significant subset of our employee population to a remote work environment in an effort 
to mitigate the spread of COVID-19, as have a number of our third-party service providers, which may exacerbate certain risks to our business, including an increased demand for information 
technology resources, increased risk of phishing and other cybersecurity attacks, and increased risk of unauthorized dissemination of sensitive personal information or proprietary or confidential 
information about us or our members or other third-parties. The outbreak of COVID-19 has severely impacted global economic activity, including the businesses of some of our commercial 
customers, and caused significant volatility and negative pressure in the financial markets. Io addition to disrupting our operations, these developments may adversely affect the timing of commercial 
customer premium collections and corresponding claim payments, the value of our investment portfolio, or future liquidity needs. 

The ongoing, heightened uncertainty created by the pandemic precludes any prediction as to the ultimate adverse impact to us of COVID-19. We are continuing to monitor the spread of COVID-
19, changes to our benefit coverages, and the ongoing costs and business impacts of dealing with COVID-19, including the potential costs and impacts associated with lifting, or reimposing, 
restrictions on movement and economic activity, the timing and degree in resumption of demand for deferred healthcare services, the pace of administration of COVID-19 vaccines and the 
effectiveness of those vaccines, and related risks. The magnitude and duration of the pandemic and its ultimate impact on our business, results of operations, financial position, and cash flows is 
uncertain, but such impacts could be material to our business, results of operations, financial position and cash flows. 
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ITEM lB. UNRESOLVED STAFF COMMENTS 

None. 

ITEM 2. PROPERTIES 

Our principal executive office is located in the Humana Building, 500 West Main Street, Louisville, Kentucky 40202. In addition to the headquarters in Louisville, Kenrucky, we maintain other 
principal operating facilities used for customer service, enrollment, and/or claims processing and certain other corporate functions in Louisville, Kentucky; Green Bay, Wisconsin; Tampa, Florida; 
Cincinnati, Ohio; San Antonio, Texas; and San Juan, Puerto Rico. 

We owned or leased numerous medical centers and administrative offices at December 31, 2020. The medical centers we operate are primarily located in Florida and Texas, including full­
seIVice, multi-specialty medical centers staffed by primary care providers and medical specialists. Of these medical centers, approximately 195 of these facilities are leased or subleased to our 
contracted providers to operate. 

ITEM 3. LEGAL PROCEEDINGS 

We are party to a variety of legal actions in the ordinary course of business. certain of which may be styled as cJass•action lawsuits. Among other matters. this litigation may incJude 
employment matters, claims of medical malpractice, bad faith, nonacceptance or termination of providers, anticompetitive practices. improper rate setting, provider contract rate disputes, qui tam 
litigation brought by individuals seeking to sue on behalf of the government, failure to disclose network discounts and various other provider arrangements, general contractual matters, intellectual 
property matters, and challenges to subrogation practices. For a discussion of our material legal actions, including those not in the ordinary course of business, see "Legal Proceedings and Certain 
Regulatory Matters" in Note 17 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data. We cannot predict the outcome of these suits with 
certainty. 

ITEM 4. MINE SAFETY DISCLOSURES 

Not applicable. 
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PART II 

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES 

Market Information 

Our common stock trades on the New York Stock Exchange under the symbol HUM. 

Holders of our Capital Stock 

As ofJanuary 31 , 2021 , there were 1,943 holders of record ofour common stock and 297,870 beneficial holders ofour common stock. 

Dividends 

The following table provides details of dividend payments, excluding dividend equivalent rights, in 2019 and 2020, under our Board approved quarterly cash dividend policy: 

Record Pa6ai:nt Amount Total 
Date per Share Amount 

(in millions) 
20Ut payments 

12/31 /2018 1/25/2019 $0.500 $68 
3/29/2019 4/26/2019 $0.550 $74 
6/28/2019 7/26/2019 $0.550 $74 
9/30/2019 10/25/2019 $0.550 $73 

2020 payments 

12/31/2019 1/31 /2020 $0.550 $73 
3/31/2020 4/24/2020 $0.625 $83 
6/30/2020 7/31 /2020 $0.625 $83 
9/30/2020 10/30/2020 $0.625 $83 

On November I , 2020, the Board declared a cash dividend of $0.625 per share that was paid on January 29, 2021 to stockholders of record on December 31 , 2020, for an aggregate amount of 
$81 million. Declaration and payment of future quarterly dividends is at the discretion of our Board and may be adjusted as business needs or market conditions change. 

In February 2021, the Board declared a cash dividend of$0.70 per share payable on April 30, 2021 to stockholders of record on March 31 , 2021. 
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Stock Total Return Performance 

The following graph compares our total return to stockholders with the returns of the Standard & Poor's Composite 500 Index ("S&P 500") and the Dow Jones US Select Health Care Providers 
Index ("Peer Group") for the five years ended December 3 I, 2020. The graph assumes an investment of$ I 00 in each ofour common stock, the S&P 500, and the Peer Group on December 3 I, 2015, 
and that dividends were reinvested when paid. 
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Issuer Purchases of Equity Securities 

The following table provides information about purchases by us during the three months ended December 31 , 2020 of equity securities that are registered by us pursuant to Section 12 of the 
Exchange Act: 

Period 

October 2020 
November 2020 
December 2020 

Total 

Total Number 
of Shares 

Purchased (1) 

Average 
Pri(ePaid 
per Share 

3,829,420 388.44 

3,829,420 =$=======3=8=8=.44= 

Total Number of 
Shares Purchased 
as Part of Publicly 
Announced Plans 

or Programs (1)(2) 

3,829,420 
3,829,420 

Dollar Value of 
Shares that May 
Yet Be Purchased 
Under the Plans 

or Programs (l) (2) (3) 

2,000,000,000 
2,000,000,000 

250,000,000 

(1) On December 22, 2020, we entered into separate accelerated stock repurchase agreements, ("the December 2020 ASR Agreements"), with Citibank, N.A., or Citi, and JPMorgan Chase 
Bank, or JPM, to repurchase $1.75 billion ofour common stock as part of the $3 billion repurchase program authorized by the Board of Directors on July 30, 2019. On December 23, 2020, 
in accordance with the December 2020 ASR Agreements, we made a payment of$1.75 billion ($875 million to Citi and $875 million to JPM) and received an initial delivery of3.8 million 
shares of our common stock (1.9 million shares each from Citi and JPM). We recorded the payments to Citi and JPM as a reduction to stockholders' equity, consisting of an $1.5 billion 
increase in treasury stock, which reflects the value of the initial 3.8 million shares received upon initial settlement, and a $262.5 million decrease in capital in excess of par value, which 
reflects the value of stock held back by Citi and JPM pending final settlement of the December 2020 ASR Agreements. The final number of shares that we may receive, or be required to 
remit, under the December 2020 ASR Agreements, will be determined based on the daily volume-weighted average share price of our common stock over the term of the December 2020 
ASR Agreements, less a discount and subject to adjustments pursuant to the terms and conditions of the December 2020 ASR Agreements. We expect final settlement under the December 
2020 Agreements to occur during the second quarter of 2021 . The December 2020 Agreements contain provisions customary for agreements of this type, including provisions for 
adjustments to the transaction terms upon certain specified events, the circumstances generally under which final settlement of the agreement may be accelerated, extended, or terminated 
early by Citi, JPM or Humana as well as various acknowledgments and representations made by the parties to each other. At final settlement, under certain circumstances, we may be entitled 
to receive additional shares of our common stock from Citi and JPM or we may be required to make a payment. If we are obligated to make a payment, we may elect to satisfy such 
obligation in cash or shares of our common stock. 

(2) Excludes 0.2 million shares repurchased in connection with employee stock plans. 

(3) On February 18, 2021, the Board of Directors replaced the previous share repurchase authorization ofup to $3 bill ion (of which approximately $250 million remained unused) with a new 
authorization for repurchases of up to $3 billion of our common shares exclusive of shares repurchased in connection with employee stock plans, expiring as of February 18, 2024. 
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ITEM 6. SELECTED FINANCIAL DATA 

Not applicable. 
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

For discussion of 2018 items and year-over-year comparisons between 2019 and 2018 that are not included in this 2020 Form 10-K, refer to ''Item 7. - Management Discussion and Analysis of 
Financial Condition and Results of Operations" found in our Form 10-K for the year ended December 31, 20 I 9, that was filed with the Securities and Exchange Commission on February 20, 2020. 

Executive Overview 

General 

Humana Inc., headquartered in Louisville. Kentucky, is a leading health and well-being company committed to helping our millions of medical and specialty members achieve their best health. 
Our successful history in care delivery and health plan administration is helping us create a new kind of integrated care with the power to improve health and well-being and lower costs. Our efforts 
are leading to a better quality of life for people with Medicare, families, individuals, military service personnel, and communities at large. To accomplish that, we support physicians and other health 
care professionals as they work to deliver the right care in the right place for their patients, our members. Our range of clinical capabilities, resources and tools, such as in-home care, behavioral 
health, pharmacy services, data analytics and wellness solutions, combine to produce a simplified experience that makes health care easier to navigate and more effective. 

Our industry relies on two key statistics to measure performance. The benefit ratio, which is computed by taking total benefits expense as a percentage of premiwns revenue, represents a statistic 
used to measure underwriting profitability. The operating cost ratio, which is computed by taking total operating costs, excluding Merger termination fee and related costs, net, and depreciation and 
amortization, as a percentage of total revenue less investment income, represents a statistic used to measure administrative spending efficiency. 

COVTD-19 

During 2020 we took actions to protect, inform, and care for our members, providers, employees, and other stakeholders associated with the outbreak of the novel coronavirus, or COVID-19. 
Specifically, we highlight the following actions to support our members: 

• waiving all cost sharing for COVID-19 treatment and testing, including inpatient hospital admissions as well as in-network primary care, outpatient behavioral health, and telehealth visits, 
to reduce financial barriers to members seeking care and to re-engage with their physician, while continuing to encourage the use oftelehealth; 

• delivering meals to our senior members in need; 

• making it easier for members to be tested for COVID-19 by offering at-home testing, as well as offering in-home preventive screening and diabetes testing kits to encourage members to 
seek preventive care that may have been delayed during the pandemic. 

• proactively delivering safety kits, including face masks, to members and employee homes to facilitate access to care and support visits to providers safely; 

• extending grace periods for premium payments for our fully-insured commercial group members, to ensure continuity of coverage during times of financial stress; and 

• establishing a clinical outreach team to proactively engage with our most vulnerable members. 

In addition, we took steps to support our provider partners and boost system viability by: 

• increasing provider funding, simplifying and expanding claims processing and releasing advanced funding to providers, to get reimbursement payments to providers as quickly as possible 
and ease financial concerns so that members are able to continue to access the care and information they need; and 
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• expanding modifications to certain utilization management processes, to ease administrative stress and make sure providers are able to most efficiently care for their patients. 

We also supported our workforce keeping them safe and addressing other needs during this time, highlighting the following: 

• transitioning nearly 94% of the workforce to work-at-home and equipping them with the necessary technology and resources for a successful remote work environment. 

• providing funding for emergency relief for elder and child caregiving and financial hardship from family job loss, food insecurity and household essentials. 

• adjusting pay and leave policies to provide additional paid time off to manage personal challenges as a result of COVID-19 including school closings and child care. 

Finally, we continued to support the communities we serve by donating $200 million to the Humana Foundation to address social determinants of health in an effort to promote more health days 
and encourage greater health equity. 

The emergence and spread of COVID-19 has impacted our business. Beginning in the second half of March 2020, the implementation of stay-at-home and physical distancing orders and other 
restrictions on movement and economic activity resulted in the temporary deferral of non-essential care and significant reduction in hospital admissions and overall healthcare system utilization 
during April 2020. Non-COVID utilization then began to increase during May and June 2020, and continued to rebound throughout the third quarter and early in the fourth quarter of 2020, reaching 
approximately 95% of historic baseline levels as of the end of October 2020. Then, in the latter half of November and accelerating throughout the month of December, we experienced a significant 
increase in COVID-19 admissions in nearly all of the markets in which we operate across our Medicare Advantage, Medicaid, and group commercial insurance business lines, resulting in higher 
COVID-19 treatment and testing costs. During this period, we also experienced a corresponding decline in non-COVID utilization in all service categories to well below the near baseline levels of 
non-COVID utilization witnessed as late as the end of October 2020 (with non-COVID utilization in our Medicare Advantage business running approximately 15% below normal levels at the close of 
the fourth quarter of 2020). The impact of this decline in non-COVID utilization more than offset the higher COVID-19 treatment and testing costs during this period. Our 2020 results were also 
impacted by our ongoing pandemic relief efforts and strategic investments in our integrated care delivery model. 

We currently anticipate that the higher levels ofCOVID-19 admissions experienced late in 2020, and the corresponding decrease in non-COVID utilization, will continue for at least the first few 
months of 2021. Over the course of 2021, we then expect COVID utilization to decline as more of our members are vaccinated, and that non-COVID utilization will trend back to more normal levels. 
The significant disruption in utilization during 2020, and in particular the unanticipated decline in non-COVID utilization in November and December, also impacted our ability to implement clinical 
initiatives to manage health care costs and chronic conditions of our members, and appropriately document their risk profiles. We currently expect this may impact our 2021 revenues under the risk 
adjustment payment model for Medicare Advantage plans, but that these trends will also normalize in 2022 as non-COVID utilization trends back to more normal levels throughout 2021. However, 
the course and magnitude of these trends and their associated impact remains highly uncertain and subject to a significant number of variables and uncertainties including, among others, the severity 
and duration of the pandemic, continued actions taken to mitigate the spread of COVID-19 (including new COVID-19 variants) and in turn, relax those restrictions, the timing and degree in 
resumption of demand for deferred health care services, the pace of administration of COVID-19 vaccines and the effectiveness of those vaccines, and level and cost of treatment and testing, all of 
which are difficult to predict. As such, our response to this global health crisis and the subsequent recovery will continue to evolve over the coming months. 
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Business Segments 

We manage our business with three reportable segments: Retail, Group and Specialty, and Healthcare Services. Beginning January 1, 2018, we exited the individual commercial fully-insured 
medical health insurance business, as well as certain other business in 2018, and therefore no longer report separately the Individual Commercial segment and the Other Businesses category in the 
current year. Previously, the Other Businesses category included businesses that were not individually reportable because they did not meet the quantitative thresholds required by generally accepted 
accounting principles, primarily our closed-block of commercial long-term care insurance policies which were sold in 2018. The reportable segments are based on a combination of the type of health 
plan customer and adjacent businesses centered on well-being solutions for our health plans and other customers, as described below. These segment groupings are consistent with information used 
by our Chief Executive Officer, the Chief Operating Decision Maker, to assess performance and allocate resources. See Note 18 to the consolidated financial statements included in Item 8. - Financial 
Statements and Supplementary Data for segment financial information. 

The Retail segment consists of Medicare benefits, marketed to individuals or directly via group Medicare accounts. In addition, the Retail segment also includes our contract with CMS to 
administer the Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program and contracts with various states to provide Medicaid, dual eligible, and Long-Term Support 
Services benefits, which we refer to collectively as our state-based contracts. The Group and Specialty segment consists of employer group commercial fully-insured medical and specialty health 
insurance benefits marketed to individuals and employer groups, including dental, vision, and other supplemental health benefits, as well as administrative services only, or ASO products. In addition, 
our Group and Specialty segment includes our military services business, primarily our TRICARE T2017 East Region contract. The Healthcare Services segment includes services offered to our 
health plan members as well as to third parties, including phannacy solutions, provider services, and clinical care service, such as home health and other services and capabilities to promote wellness 
and advance population health, including our non-consolidating minority investment in Kindred at Home and the strategic partnership with WCAS to develop and operate senior-focused, payor­
agnostic, primary care centers. 

The results of each segment are measured by income before income taxes and equity in net earnings from equity method investments, or segment earnings. Transactions between reportable 
segments primarily consist of sales of services rendered by our Healthcare Services segment, primarily pharmacy, provider, and clinical care services, to our Retail and Group and Specialty segment 
customers. Intersegment sales and expenses are recorded at fair value and eliminated in consolidation. Members served by our segments often use the same provider networks, enabling us in some 
instances to obtain more favorable contract terms with providers. Our segments also share indirect costs and assets. As a result, the profitability of each segment is interdependent. We allocate most 
operating expenses to our segments. Assets and certain corporate income and expenses are not allocated to the segments, including the portion of investment income not supporting segment 
operations, interest expense on corporate debt, and certain other corporate expenses. These items are managed at a corporate level. These corporate amounts are reported separately from our 
reportable segments and are included with intersegment eliminations. 

Seasonality 

COVID-19 disrupted the pattern of our quarterly earnings and operating cash flows in 2020 largely due to the temporary deferral of non-essential care which resulted in significant reductions in 
hospital admissions and lower overall healthcare system utilization during higher levels of COVID-19 hospital admissions. Similar impacts and seasonal disruptions from either higher or lower 
utilization are expected to persist as we respond to and recover from the COVID-19 global health crisis. 

One of the product offerings of our Retail segment is Medicare stand-alone prescription drug plans, or PDPs, under the Medicare Part D program. Our quarterly Retail segment earnings and 
operating cash flows are impacted by the Medicare Part D benefit design and changes in the composition of our membership. The Medicare Part D benefit design results in coverage that varies as a 
member's cumulative out-of-pocket costs pass through successive stages of a member's plan period, which begins annually on January 1 for renewals. These plan designs generally result in us 
sharing a greater portion of the responsibility for total prescription drug costs in the early stages and less 
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in the latter stages. As a result, the PDP benefit ratio generally decreases as the year progresses. In addition, the number of low income senior members as well as year-over-year changes in the mix of 
membership in our stand-alone PDP products affects the quarterly benefit ratio pattern. 

In addition, the Retail segment also experiences seasonality in the operating cost ratio as a result of costs incurred in the second half of the year associated with the Medicare marketing season. 

Our Group and Specialty segment also experiences seasonality in the benefit ratio pattern. However, the effect is opposite of Medicare stand-alone PDP in the Retail segment, with the Group and 
Specialty segment's benefit ratio increasing as fully-insured members progress through their annual deductible and maximum out-of-pocket expenses. 

Recent Transactions 

In the first quarter of 2020, we purchased privately held Enclara Healthcare, or Enclara, one of the nation's largest hospice phannacy and benefit management providers for cash consideration of 
approximately $709 million, net of cash received. 

Also, in the first quarter of 2020, we entered into a strategic partnership with WCAS to accelerate the expansion of our primary care model. The WCAS partnership opened 20 payor-agnostic, 
senior-focused primary care centers during 2020, and is expected to open an additional 30 over the next 2 years. 

These transactions are more fully discussed in Note 3 to the consolidated financial statements. 

Highlights 

Our 2020 results reflect the continued implementation of our strategy to offer our members affordable health care combined with a positive consumer experience in growing markets. At the 
core of this strategy is our integrated care delivery model, which unites quality care, high member engagement, and sophisticated data analytics. Our approach to primary, physician-directed 
care for our members aims to provide quality care that is consistent, integrated, cost-effective, and member-focused, provided by both employed physicians and physicians with network 
contract arrangements. The model is designed to improve health outcomes and affordability for individuals and for the health system as a whole, while offering our members a simple, 
seamless healthcare experience. We believe this strategy is positioning us for long-term growth in both membership and earnings. We offer providers a continuum of opportunities to increase 
the integration of care and offer assistance to providers in transitioning from a fee-for-service to a value-based arrangement. These include performance bonuses, shared savings and shared 
risk relationships. At December 31, 2020, approximately 2,650,100 members, or 67%, of our individual Medicare Advantage members were in value-based relationships under our integrated 
care delivery model, as compared to 2,407,000 members, or 67%, at December 31, 2019. Medicare Advantage and dual demonstration program membership enrolled in a Humana chronic 
care management program was 910,600 at December 31, 2020, an increase of 4.8% from 868,800 at December 31 , 2019. These members may not be unique to each program since members 
have the ability to enroll in multiple programs. The increase is driven by our improved process for identifying and enrolling members in the appropriate program at the right time, coupled 
with growth in Special Needs Plans, or SNP, membership. 

On January 15, 2021, Centers for Medicare & Medicaid Services, or CMS, published its Announcement of Calendar Year 2022 Medicare Advantage Capitation Rates and Part C and Part D 
Payment Policies, or the Final Rate Notice. We expect the Final Rate Notice to result in a 3.7% rate increase for non end stage renal disease, or ESRD, Medicare Advantage business, 
excluding the impact of Employer Group Waiver Plan, or EGWP, funding changes. Our 3.7% rate increase compares to CMS's estimate for the sector of 4.08% on a comparable basis, with 
the variance primarily driven by county rebasing and our geographic footprint. CMS also establishes separate rates of payment for ESRD beneficiaries enrolled in Medicare Advantage plans. 
We expect the Final Rate Notice to result in a 5.0% rate increase in 2021 for ESRD beneficiaries. Our estimate of 5.0% is equivalent to CMS 's estimate. 
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The 2022 benchmark increase of 3. 7% includes roughly 0.8% for the projected cost of COVID-19 vaccines. 

Net income was $3.4 billion for 2020 compared to $2.7 billion in 2019 and earnings per diluted common share increased $5.21 from $20.IO earnings per diluted common share in 2019 to 
$25.31 earnings per diluted common share in 2020. These comparisons were significantly impacted by the change in the fair value of publicly-traded equity securities, the net receipt of 
commercial risk corridor receivables previously written off, and the put/call valuation adjustments associated with certain equity method investments. The change in the fair value of our 
publicly-traded equity securities relates primarily to our common stock holdings, including both the gain resulting from the initial conversion of our prior ownership interest in certain 
privately held companies, primarily in Oak Street Health, Inc., or OSH, into common stock upon such companies' initial public offering, or lPO, during the third quarter of 2020, and the 
subsequent changes in the market value of such securities from their [PO through the end of 2020. In 2020 we received $578 million, net of related fees and expenses pursuant to the U.S. 
Supreme Court ruling that the government is obligated to pay the losses under the risk corridor program. The receipt of the risk corridor payments was associated with losses incurred under 
the Health Care Reform business in 2014 to 2016. The receipt of these risk corridor payments accounted for less than half of our accumulated losses before income taxes from this business 
during that time period. The impact of these adjustments to our consolidated income before income taxes and equity in net earnings and diluted earnings per common share was as follows 
for 2020. 

Consolidated Income before Income taxes and equity in net earnings: 
Change in the fair value of publicly-traded equity securities 
Receipt of commercial risk corridor receivables previously written-off 
Put/call valuation adjustments 

Diluted earnings per common share: 
Change in the fair value of publicly-traded equity securities 
Receipt of commercial risk corridor receivables previously written-off 
Put/call valuation adjustments 

2020 

$ 

$ 

2020 

$ 

$ 

745 
578 

(103) 

1,220 

4.32 
3.35 

(0.60) 

7.07 

2019 

s 

506 
$ 506 

2019 

$ 

2.89 

s 2.89 

Excluding these adjustments, our results of operations reflect the impact of the ongoing COVID-19 pandemic. Comparisons were impacted by cost reductions due to lower non-COVID 
utilization patterns from stay-at-home and physical distancing orders and other restrictions on movement offset by cost increases due to COVID-19 treatment and testing costs and our 
ongoing pandemic relief efforts and strategic investments in our integrated care delivery model. These changes were also favorably impacted by a lower number of shares used to compute 
dilutive earnings per common share, primarily reflecting share repurchases completed during 2019, partially offset by a higher tax rate resulting from the return of the non-deductible health 
insurance industry fee in 2020. 
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Health Care Reform 

The Health Care Reform Law enacted significant reforms to various aspects of the U.S. health insurance industry. Certain significant provisions of the Health Care Refonn Law include, among 
others, mandated coverage requirements, mandated benefits and guarantee issuance associated with commercial medical insurance, rebates to policyholders based on minimwn benefit ratios, 
adjustments to Medicare Advantage premiums, the establishment of federally facilitated or state-based exchanges coupled with programs designed to spread risk among insurers, and the introduction 
of plan designs based on set actuarial values. In addition, the Health Cate Reform Law established insmance industry assessments, including an atmual health insutance industry fee. The atmual 
health insurance industry fee, which is not deductible for income tax purposes and significantly increases our effective tax rate, was suspended in 2019, resumed for calendar year 2020 and, under 
current law, has been permanently repealed beginning in calendat yea, 2021. 

It is reasonably possible that the Health Care Reform Law and related regulations, as well as other current or future legislative, judicial or regulatory changes such as the Families First 
Coronavirus Response Act (the "Families First Act"), the Coronavirus Aid, Relief, and Economic Security Act (the "CARES Act") and other legislative or regulatory action taken in response to 
COVID-19 including restrictions on our ability to manage our provider network or otherwise operate our business, or restrictions on profitability, including reviews by regulatory bodies that may 
compare our Medicare Advantage profitability to our non-Medicare Advantage business profitability, or compare the profitability of various products within our Medicare Advantage business, and 
require that they remain within certain ranges of each other, increases in member benefits or changes to member eligibility criteria without corresponding increases in premium payments to us, or 
increases in regulation of our prescription drug benefit businesses, in the aggregate may have a material adverse effect on our results of operations (including restricting revenue, enrollment and 
premium growth in certain products and market segments, restricting our ability to expand into new markets, increasing our medical and operating costs, further lowering our Medicare payment rates 
and increasing our expenses associated with assessments); our financial position (including our ability to maintain the value of our goodwill); and our cash flows. 

We intend for the discussion of our financial condition and results of operations that follows to assist in the understanding of our financial statements and related changes in certain key items in 
those financial statements from year to year, including the primary factors that accounted for those changes. Transactions between reportable segments primarily consist of sales of services rendered 
by our Healthcare Services segment, primarily pharmacy, provider, and clinical care services, to our Retail and Group and Specialty segment customers and are described in Note 18 to the 
consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data in this 2020 Form 10-K. 
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Comparison of Results of Ope,ations fo• 2020 and 2019 

Certain financial data on a consolidated basis and for our segments was as fo11ows for the years ended December 31, 2020 and 2019: 

Consolidated 
Change 

2020 2019 Dollars Percentage 

(doUars in millions, except per 
common share results) 

Revenues: 
Premiums: 

Retail $ 67,124 $ 56,254 $ l0,870 19.3 % 
Group and Specialty 6,460 6,694 (234) (3.5)% 
Corporate 602 602 l00.0 % 

Total premiums 74,186 62,948 11 ,238 17.9% 
Services: 

Retail 19 17 2 11.8 % 
Group and Specialty 780 790 (IO) (1.3)% 
Healthcare Services 1,016 632 384 60.8 % 

Total services 1,815 1,439 376 26.1 % 
Investment income 1,154 501 653 130.3 % 

Total revenues 77,155 64,888 12,267 18.9% 
Operating expenses: 

Benefits 61,628 53,857 7,771 14.4 % 
Operating costs l0,052 7,381 2,671 36.2 % 
Depreciation and amortization 489 458 31 6.8 % 

Total operating expenses 72,169 61 ,696 10,473 17.0% 
Income from operations 4,986 3,192 1,794 56.2 % 
Interest expense 283 242 41 16.9% 
Other expense (income), net l03 (506) 609 (120.4)% 
Income before income taxes and equity in net earnings 4,600 3,456 1,144 33.1 % 
Provision for income taxes 1,307 763 544 71.3 % 
Equity in net earnings 74 14 60 428.6 % 
Net income $ 3,367 $ 2,707 $ 660 24.4 % 

Diluted earnings per common share $ 25.31 $ 20.10 $ 5.21 25.9 % 
Benefit ratio (a) 83.1 % 85.6 % (2.5)% 
Operating cost ratio (b) 13.2 % 11.5 % 1.7% 
Effective tax rate 28.0 % 22.0% 6.0% 

(a) Represents total benefits expense as a percentage of premiums revenue. 

(b) Represents total operating costs. excluding depreciation and amortization, as a percentage of total revenues less investment income. 
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Premiums Revenue 

Consolidated premiums increased $11.2 billion, or 17.9%, from $62.9 billion for 2019 to $74.2 billion for 2020 primarily due to higher premium revenues from Medicare Advantage and state­
based contracts membership growth. higher per member Medicare Advantage premiums, and the receipt of commercial risk corridor receivables previously written off. partially offset by the impact 
of declining stand-alone PDP and fully-insured group commercial medical membership as more fully described in the detailed segment results discussion that follows. 

Services Revenue 

Consolidated services revenue increased $376 million, or 26.1%, from $1.4 billion for 2019 to $1.8 billion for 2020, primarily due to an increase in services revenue in the Healthcare Services 
segment associated with higher external phannacy revenues resulting from the Enclara acquisition in the first quarter of 2020. 

Investment Income 

Investment income was $1.2 billion for 2020, increasing $653 million, or 130.3%, from 2019, primarily due to the $745 million change in fair value of publicly-traded equity securities during 
2020. 

Benefits Expense 

Consolidated benefits expense was $61.6 billion for 2020, an increase of$7.8 billion, or 14.4%, from 2019. The consolidated benefit ratio for 2020 was 83.1%, a decrease of250 basis points 
from 2019 primarily reflecting significantly depressed non-COVID utilization in the first half of 2020 as well as the last two months of the fourth quarter, the reinstatement of the non-deductible 
health insurance industry fee in 2020 that was contemplated in the pricing and benefit design of our products, along with the receipt of the commercial risk corridor receivables previously written off. 
These decreases were partially offset by the meaningful COVID-19 treatment and testing costs along with our ongoing pandemic relief efforts and strategic investments in our integrated care delivery 
model, as well as lower prior-period medical claims reserve development. 

We experienced favorable medical claims reserve development related to prior fiscal years of $313 million in 2020 and $336 million in 2019. The favorable prior-period medical claims reserve 
development decreased the consolidated benefit ratio by approximately 40 basis points in 2020 and 50 basis points in 2019. 

Operating Costs 

Our segments incur both direct and shared indirect operating costs. We alJocate the indirect costs shared by the segments primarily as a function of revenues. As a result. the profitability of each 
segment is interdependent. 

Consolidated operating costs increased $2.7 billion, or 36.2%, from 2019 to $IO. I billion in 2020 reflecting an increase in operating costs in the Retail and the Group and Specialty segments as 
discussed in the detailed segment results discussion that follows. 

The consolidated operating cost ratio for 2020 was 13.2%, increasing 170 basis points from 11.5% in 2019 primarily due to the reinstatement of the non-deductible health insurance industry fee 
in 2020, COVID-19 related administrative costs, including those associated with purchasing personal protective equipment for our clinicians and the build-out of infrastructure necessary to support 
employees working remotely. Higher marketing spend associated with the Medicare Annual Election Period, or AEP. strategic investments in our integrated care delivery model and continued support 
for our constituents, including a $200 million contribution to the Humana Foundation to support the communities served by us. particularly those with social and health disparities, also contributed to 
the increase. These increases were partially offset by scale efficiencies associated with growth in our Medicare Advantage membership, significant operating cost efficiencies in 2020 driven by 
previously disclosed productivity initiatives, and the net impact of the receipt of the commercial risk corridor receivables previously written off. The nondeductible health insurance industry fee 
impacted the operating cost ratio by 160 basis points in 2020. 
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Depreciation and Amortization 

Depreciation and amortization in 2020 totaled $489 million compared to $458 million in 2019, an increase of 6.8%, primarily due to capital expenditures. 

Interest Expense 

Interest expense was $283 million for 2020 compared to $242 million for 2019, an increase of $41 million, or 16.9%. This increase primarily was due to the higher average borrowings 
outstanding. 

Income Taxes 

Our effective tax rate during 2020 was 28.0% compared to the effective tax rate of22.0% in 2019. This change primarily was due to the reinstatement of the non-deductible health insurance 
industry fee in 2020. See Note 12 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data for a complete reconciliation of the federal statutory rate 
to the effective tax rate. 

Retail Segment 

Membership: 
Medical membership: 

Individual Medicare Advantage 
Group Medicare Advantage 
Medicare stand-alone PDP 

Total Retail Medicare 

State-based Medicaid 
Medicare Supplement 

Total Retail medical members 

Premiums and Services Revenue: 
Premiums: 

Individual Medicare Advautage 
Group Medicare Advantage 
Medicare stand-alone PDP 

Total Retail Medicare 

State-based Medicaid 
Medicare Supplement 

Total premiums 

Services 
Total premiums and services revenue 

Segment earnings 
Benefit ratio 
Operating cost ratio 

2020 

3,962,700 
613,200 

3,866,700 

8,442,600 
772,400 
335,600 

9,550,600 

2020 

51,697 
7,774 
2,742 

62,213 
4,223 

688 

67,124 
19 

67,143 

3,017 
84.2 % 
11.0% 

50 

2019 

3,587,200 
525,300 

4,365,200 

8,477,700 
469,000 
298,400 

9,245,100 

2019 
(in millions) 

$ 43,128 $ 
6,475 
3,165 

52,768 
2,898 

588 

56,254 
17 

$ 56,271 $ 
$ 2,235 $ 

86.4 % 
9.4 % 

Change 

Members Percentage 

375,500 10.5% 
87,900 16.7% 

(498,500) (11.4)% 

(35,100) (0.4)% 
303,400 64.7% 

37,200 12.5% 

305,500 3.3% 

Change 
Dollan Percentage 

8,569 19.9% 
1,299 20.1 % 
(423) (13.4)% 

9,445 17.9% 
1,325 45.7% 

100 17.0% 

10,870 19.3% 
2 11.8% 

10,872 19.3% 

782 35.0% 
(2.2)% 

1.6% 
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Segment Earnings 

Retail segment earnings were $3.0 billion in 2020, an increase of $782 million, or 35.0%, compared to $2.2 billion in 2019 primarily resulting from the net favorable impact of a lower 
benefit ratio, partially offset by a higher operating cost ratio as more fully described below. 

Enrollment 

Individual Medicare Advantage membership increased 375,500 members, or 10.5%, from 3,587,200 members as of December 31 , 2019 to 3,962,700 members as of December 31 , 2020, 
primarily due to membership additions associated with the 2020 Annual Election Period, or AEP, continued enrollment due to special elections, age-ins, and and Dual Eligible Special Need 
Plans, or D-SNP, members as well as the 2020 Open Election Period, or OEP, for Medicare beneficiaries. The 2020 OEP sales period, which ran from January I to March 31, 2020, added 
approximately 30,000 members. individual Medicare Advantage membership includes 406,100 D-SNP members as of December 31, 2020, a net increase of 117,900, or 40.9%, from 288,200 
December 31, 2019. For the full year 2021 , we anticipate a net membership increase in our individual Medicare Advantage offerings of 425,000 members to 475,000 members. 

Group Medicare Advantage membership increased 87,900 members, or 16.7%, from 525,300 members as of December 31, 2019 to 613,200 members as of December 31 , 2020, primarily 
due to the addition of a large account in January 2020, along with net membership additions associated with the 2020 selling season. For the full year 2021, we anticipate a net membership 
decline in our Group Medicare Advantage offerings of approximately 50,000 members. 

Medicare stand-alone PDP membership decreased 498,500 members, or 11.4%, from 4,365,200 members as of December 31 , 2019 to 3,866,700 members as of December 31, 2020, 
primarily resulting from terminations driven by premium and benefit adjustments experienced by members that were previously enrolled in our 2019 Humana Walmart Rx plan and the 2019 
Humana Enhanced plan, which were consolidated into the Premier Rx plan in 2020. The PDP losses were partially offset by growth in the new low-price Humana Walmart Value Rx plan, 
driven by both new sales and plan to plan changes. For the full year 2021 , we anticipate a net membership decline in our Medicare stand-alone PDP offerings of approximately 300,000 
members. 

State-based Medicaid membership increased 303,400 members, or 64.7%, from 469,000 members as of December 31 , 2019 to 772,400 members as of December 31, 2020, primarily 
reflecting the impact of discontinuing the reinsurance agreement with Care Source and the assumption of full financial risk for the existing Kentucky Medicaid contract as of January 1, 2020, 
as we11 as additional enro11ment resulting from the current economic downturn due to the COVID-19 pandemic. 

Premiums revenue 

Retail segment premiums increased $ I 0.9 billion, or 19 .3%, from 2019 to 2020 primarily due to higher premiums as a result of Medicare Advantage and state-based contracts membership 
growth and higher per member Medicare Advantage premiums. These favorable items were partially offset by the decline in membership in our stand-alone PDP offerings. 

Benefits expense 

The Retail segment benefit ratio of 84.2% for 2020 decreased 220 basis points from 86.4% in 2019 primarily reflecting significantly depressed non-COVTD utilization in the first half of 
2020 as well as in the last two months of 2020 and the reinstatement of the non-deductible health insurance industry fee in 2020 which was contemplated in the pricing and benefit design of 
our products. These were partially offset by meaningful COVID-19 treatment costs and testing, our ongoing pandemic relief efforts and strategic investments in our integrated care delivery 
model, the impact from a shift in Medicare membership mix, and lower favorable prior-period medical claims reserve development. 

51 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
52 of 216

Exempt from Business Proposal 
and Total Page Limits

446(E)

The Retail segment's benefits expense for 2020 included the beneficial effect of $266 million in favorable prior-year medical claims reserve development versus $386 million in 2019. This 
favorable prior-year medical claims reserve development decreased the Retail segment benefit ratio by approximately 40 basis points in 2020 versus approximately 70 basis points in 2019. 

Operating costs 

The Retail segment operating cost ratio of 11.0% for 2020 increased 160 basis points :from 9.4% in 2019 primarily due to the reinstatement of the non-deductible health insurance industry 
fee in 2020, COVID-19 related administrative costs as previously discussed, continued support for our constituents and strategic investments in our integrated care delivery model, and 
increased spending associated with Medicare AEP. These were partial1y offset by sca]e efficiencies associated with growth in our Medicare Advantage membership and significant operating 
cost efficiencies driven by previously disclosed productivity initiatives. 

The non-deductible health insurance industry fee increased the operating cost ratio by approximately 160 basis points in 2020. 

Group and Specialty Segment 

Membership: 
Medical membership: 

Fully-insured commercial group 
ASO 
Military services 

Total group medical members 

Specialty membership (a) 

2020 2019 

777,400 908,600 
504,900 529,200 

5,998,700 5,984,300 

7,281,000 7,422,100 

5,310,300 5,425,900 

Change 
Members Percentage 

(131 ,200) (14.4)% 
(24,300) (4.6)% 

14,400 0.2% 

(141,100) (1.9)% 

(115,600) (2.1)% 

(a) Specialty products include dental, vision, and life insurance benefits. Members included in these products may not be unique to each product since members have the ability to enroll in 
multiple products. 

Premiums and Services Revenue: 
Premiums: 

Fully-insured commercial group 
Specialty 

Total premiums 

Services 

Total premiums and services revenue 

Segment (loss) earnings 

Benefit ratio 
Operating cost ratio 

2020 

$ 

$ 

$ 

52 

2019 

(lnmllllons) 

4,761 $ 
1,699 

6,460 

780 

7,240 $ 

(143) $ 

85.6 % 
25.0 % 

Change 
Dollars Percentage 

5,123 $ (362) (7.1)% 
1,571 128 8.1 % 
6,694 (234) (3.5)% 

790 (IO) (1.3)% 

7,484 $ (244) (3.3)% 

28 $ (171) (6I0.7)% 
86.0 % (0.4)% 
22.0 % 3.0% 
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Segment Earnings 

Group and Specialty segment loss was $143 million in 2020, a decrease of$171 million, or 610.7%, from $28 million of segment earnings in 2019 primarily due to the net negative impact of 
a higher operating cost ratio, partially offset by a slightly lower benefit ratio as more fully described below. 

Enrollment 

Fully-insured commercial group medical membership decreased 131,200 members, or 14.4% from 908,600 members as of December 31, 2019 primarily reflecting lower membership in 
small group accounts due in part to more small group accounts selecting level-funded ASO products, as well as the loss of certain large group accounts due to disciplined pricing in the 
competitive environment. Additionally, the declines in membership were impacted by the current economic downturn driven by the COVID-19 pandemic resulting in higher unemployment 
rates and loss of coverage for fully-insured commercial group members. The portion of group fully-insured commercial medical membership in small group accounts was approximately 
54% at December 31, 2020 and 59% at December 31, 2019. 

Group ASO commercial medical membership decreased 24,300 members, or 4.6%, from 529,200 members as of December 31 , 2019 to 504,900 members as of December 31 , 2020 primarily 
reflecting the loss of certain large group accounts due to continued discipline in pricing of services for self-funded accounts amid a highly competitive environment and the impact of the 
current economic downturn driven by the COVID-19 pandemic as previously discussed, partially offset by more small group accounts selecting level-funded ASO products. Small group 
membership comprised 45% of group ASO medical membership at December 31, 2020 versus 40% at December 31, 2019. 

Military services membership increased 14,400 members, or 0.2%, from 5,984,300 members as of December 31, 2019 to 5,998,700 members as of December 31, 2020. Membership includes 
military service members, retirees, and their families to whom we are providing healthcare services under the current TRICARE East Region contract. 

Specialty membership decreased 115,600 members, or 2.1%, from 5,425,900 as of December 31 , 2019 to 5,310,300 members as of December 31 , 2020 primarily due to the loss of certain 
group accounts offering stand-alone dental and vision products, as well as the impact of the current economic downturn driven by the COVID-19 pandemic as previously discussed. 

Premiums revenue 

Group and Specialty segment premiums decreased $234 million, or 3.5%, from $6.7 billion in 2019 to $6.5 billion in 2020, primarily due to the decline in our fully-insured group 
commercial membership, partially offset by higher stop-loss premiums related to our level-funded ASO accounts resulting from membership growth in this product and higher per member 
premiums across the fully-insured commercial business. 

Services revenue 

Group and Specialty segment services revenue decreased $10 million, or 1.3%, from 2019 to 2020 primarily due to lower ASO membership described previously. 

Benefits expense 

The Group and Specialty segment benefit ratio decreased 40 basis points from 86.0% in 2019 to 85.6% in 2020 primarily due to significantly depressed non-COVID utilization in the first 
half of2020 and again in the last two months of 2020, the reinstatement of the non-deductible health insurance industry fee in 2020 which was contemplated in the pricing and benefit design 
of our products, and higher favorable prior-period medical claims reserve development. These items were partially offset by meaningful COVID-19 treatment costs and testing and our 
ongoing pandemic relief efforts and strategic investments as previously described. 
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The Group and Specialty segment's benefits expense included the favorable effect of$47 million in prior-period medical claims reserve development in 2020 versus the unfavorable effect of 
$50 million in favorable prior-period medical claims reserve development in 2019. This favorable prior-period medical claims reserve development decreased the Group and Specialty 
segment benefit ratio by approximately 70 basis points in 2020 while the unfavorable prior-period medical claims reserve development increased the Group and Specialty segment benefit 
ratio by approximately 70 basis points in 2019. 

Operating costs 

The Group and Specialty segment operating cost ratio of 25.0% for 2020 increased 300 basis points from 22.0% for 2019, primarily due to COVID-19 related administrative costs as 
previously discussed, continued support for our constituents and strategic investments in the segment to position the business for long-term success, and the reinstatement of the non­
deductible health insurance industry fee in 2020. These increases were partially offset by significant operating cost efficiencies driven by previously disclosed productivity initiatives. 

The non-deductible health insurance industry fee increased the operating cost ratio by approximately 130 basis points in 2020. 

Healthcare Services Segment 

Revenues: 
Services: 

Clinical care services 
Pharmacy solutions 
Provider services 

Total services revenues 
lntersegment revenues: 

Pharmacy solutions 
Provider services 
Clinical care services 

Total intersegment revenues 
Total services and intersegment revenues 

Segment earnings 
Operating cost ratio 

Segment Earnings 

2020 2019 
(in millions) 

107 $ 140 
581 186 
328 306 

1,016 632 

24,587 22,189 
2,266 2,344 

566 616 
27,419 25,149 

28,435 25,781 
944 $ 789 

96.3% 96.4 % 

Change 
Dollan Percentage 

$ (33) (23.6)% 
395 212.4 % 

22 7.2 % 

384 60.8 % 

2,398 10.8 % 
(78) (3.3)% 
(50) (8.1)% 

2,270 9.0% 
$ 2,654 10.3 % 
$ 155 19.6% 

(0.1)% 

Healthcare Services segment earnings were $944 million in 2020, an increase of$155 million, or 19.6%, from 2019 reflecting the same factors that resulted in a lower operating cost ratio as 
more fully described below, as well as higher earnings from equity method investments in 2020. 

Script Volume 

Humana Pharmacy Solutions® script volumes for the Retail and Group and Specialty segment membership increased to approximately 478 million in 2020, up 4.8% versus scripts of 
approximately 456 million in 2019. The increase primarily was driven by higher Medicare Advantage and state-based contracts membership, partially offset by the decline in stand-alone 
PDP membership. 
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Services revenue 

Services revenue increased $384 million, or 60.8%, from 2019 to S 1.0 billion for 2020 primarily due to the additional pharmacy revenues associated with the acquisition of Enclara in 2020. 

Intersegment revenues 

Intersegment revenues increased $2.3 billion, or 9.0%, from 2019 to $27.4 billion for 2020 primarily due to strong Medicare Advantage membership growth and a slight shift by members to 
90-day mail supply, partially offset by the loss of intersegment revenues associated with the decline in stand-alone PDP membership. 

Operating costs 

The Healthcare Services segment operating cost ratio of 96.3% for 2020 decreased 10 basis points from 96.4% in 2019 due to operational improvements and reduced utilization resulting 
from COVID-19 in our provider services business, as well as significant operating cost efficiencies in 2020 driven by previously disclosed productivity initiatives. These decreases were 
partially offset by COVID-19 administrative related costs, including expenses associated with additional safety measures taken for our pharmacy, provider, and clinical teams who have 
continued to provide services to members during the COVID-19 pandemic. The increase further reflects higher costs incurred in the phannacy business to ensure timely delivery of 
prescriptions amid the COVID-19 pandemic and additional investments in the segment's provider business related to marketing and AEP initiatives. 

Liquidity 

Historically, our primary sources of cash have inc1uded receipts of premiums, services revenue, and invesbnent and other income, as well as proceeds from the sale or maturity of our investment 
securities, and borrowings. Our primary uses of cash historically have included disbursements for claims payments, operating costs, interest on borrowings, taxes, purchases of investment securities, 
acquisitions, capital expenditures, repayments on borrowings, dividends, and share repurchases. Because premiums generally are collected in advance of claim payments by a period ofup to several 
months, our business normally should produce positive cash flows during periods of increasing premiums and enrollment. Conversely, cash flows would be negatively impacted during periods of 
decreasing premiums and enrollment. From period to period, our cash flows may also be affected by the timing of working capital items including premiums receivable, benefits payable, and other 
receivables and payables. Our cash flows are impacted by the timing of payments to and receipts from CMS associated with Medicare Part D subsidies for which we do not assume risk. The use of 
cash flows may be limited by regulatory requirements of state departments of insurance ( or comparable state regulators) which require, among other items, that our regulated subsidiaries maintain 
minimum levels of capital and seek approval before paying dividends from the subsidiaries to the parent. Our use of cash flows derived from our non-insurance subsidiaries, such as in our Healthcare 
Services segment, is generally not restricted by state departments of insurance ( or comparable state regulators). 

For additional information on our liquidity risk, please refer to Item IA. - Risk Factors in this 2020 Form 10-K. 

Cash and cash equivalents increased to $4.7 billion at December 31, 2020 from $4.1 billion at December 31, 2019. The change in cash and cash equivalents for the years ended December 31 , 
2020, 2019 and 2018 is summarized as follows: 

2020 2019 2018 
(lo millions) 

Net cash provided by operating activities $ 5,639 $ 5,284 $ 2,173 
Net cash used in investing activities (3,065) (1 ,278) (3,087) 
Net cash used in financing activities (1,955) (2 ,295) (785) 

Increase (decrease) in cash and cash equivalents $ 619 $ 1,711 $ (1,699) 
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Cash Flow from Operating Activities 

The increase in operating cash flows in 2020 was primarily due to the impact of higher earnings and the timing of working capital items, in particular; the impact of Medicare Advantage 
membership growth on IBNR, described below, as claim payments related to new members lag the related premiwn collected. 

The most significant drivers of changes in our working capital are typically the timing of payments of benefits expense and receipts for premiums. We illustrate these changes with the following 
summaries of benefits payable and receivables. 

The detail of benefits payable was as follows at December 31 , 2020, 2019 and 2018: 

IBNR(l) 
Reported claims in process (2) 
Other benefits payable (3) 
Total benefits payable 

2020 

5,290 $ 

816 
2,037 

2019 
(inmimons) 

4,150 $ 
628 

1,226 

2018 

3,361 
617 
884 

6,004 $ 4,862 
8,143 =$=========== ========== 

Change 
2020 

$ 1,140 
188 
811 

2,139 

(I) IBNR represents an estimate of benefits payable for claims incurred but not reported (IBNR) at the balance sheet date and includes unprocessed claim inventories. The level of IBNR is 
primarily impacted by membership levels, medical claim trends and the receipt cycle time, which represents the length of time between when a claim is initially incurred and when the claim 
form is received and processed (i.e. a shorter time span results in a lower IBNR). 

(2) Reported claims in process represents the estimated valuation of processed claims that are in the post claim adjudication process, which consists of administrative functions such as audit and 
check batching and handling, as well as amounts owed to our phannacy benefit administrator which fluctuate due to bi-weekly payments and the month-end cutoff. 

(3) Other benefits payable include amounts owed to providers under capitated and risk sharing arrangements. 

The increase in benefits payable in 2020 was primarily due to an increase in IBNR, mainly as a result of Medicare Advantage membership growth. In addition, 2020 was impacted by an increase 
in the amounts owed to providers under capitated and risk sharing arrangements, primarily related to Medicare Advantage membership growth in risk sharing arrangements and higher provider 
surplus amounts driven by lower utilization due to COVID-19. 
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The detail of total net receivables was as follows at December 31, 2020, 2019 and 2018: 

Medicare 
Commercial and other 
Military services 
Allowance for doubtful accounts 

Total net receivables 

Reconciliation to cash flow statement: 
Change in receivables disposed from sale of 
business 

Chan$e in receivables per cash flow statement 
resulting in cash used by operations 

$ 

$ 

2020 2019 

928 s 
122 
160 
(72) 

1,138 s 

Chaoge 

2018 2020 
(in mlllioos) 

835 $ 836 $ 93 
162 135 (40) 
128 123 32 
(69) (79) 3 

1,056 $ 1,015 82 

$ 85 

Medicare receivables are impacted by changes in revenue associated with individual and group Medicare membership changes as well as the timing of accruals and related collections associated 
with the CMS risk-adjusbneot model. 

Military services receivables at December 31, 2020, 2019, and 2018 primarily consist of administrative services only fees owed from the federal govermnent for administrative services provided 
under our TRICARE contracts. 

Many provisions of the Health Care Reform Law became effective in 2014, including the non-deductible health insurance industry fee. The annual health insurance industry fee, which is not 
deductible for income tax purposes and significantly increases our effective tax rate, was suspended in 2019, resumed for calendar year 2020 and, under current law, has been permanently repealed 
beginning in calendar year 2021. We paid the federal govermnent annual health insurance industry fees of$1.18 billion in 2020. 

Cash Flow from Investing Activities 

In the first quarter of 2020, we acquired privately held Enclara for cash consideration of approximately $709 million, net of cash received as discussed in Note 3 to the consolidated financial 
statements included in Item 8 - Financial Statements and Supplementary Data. 

Our ongoing capital expenditures primarily relate to our information technology initiatives, support of services in our provider services operations including medical and administrative facility 
improvements necessary for activities such as the provision of care to members, claims processing, billing and collections, wellness solutions, care coordination, regulatory compliance and customer 
service. Total capital expenditures, excluding acquisitions, were $964 million in 2020, $736 million in 2019, and $612 million in 2018. The increase in capital expenditures year over year was 
primarily due to information technology expenditures supporting our integrated care delivery model. 

In 2018, we completed the sale of our wholly-owned subsidiary KMG America Corporation, or KMG, to Continental General Insurance Company, or CGIC. Upon closing, we funded the 
transaction with approximately $190 million of parent company cash contributed into KMG, subject to customary adjusbneots, in addition to the transfer of approximately $160 million of statutory 
capital with the sale. Total cash and cash equivaleots, including parent company funding, disposed at the time of sale, was $805 million. See Note 3 to the consolidated financial statemeots included 
in Item 8. - Financial Statements and Supplementary Data. 

During 20 I 8 we paid cash consideration of approximately $ I.I billion to acquire a 40% minority interest in Kindred at Home, $169 million to acquire the remaining interest in MCCI Holdings, 
LLC, or MCCI, and $185 million to acquire all of Family Physicians Group, or FPO, as discussed in Notes 3 and 4 to the consolidated financial statements included in Item 8. - Financial Statements 
and Supplementary Data. 

57 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
58 of 216

Exempt from Business Proposal 
and Total Page Limits

452(E)

We reinvested a portion of our operating cash flows in investment securities, primarily investment-grade fixed income debt securities, totaling $1.4 billion, $542 million, and $221 million, during 
2020, 2019 and 2018, respectively. 

Cash Flow from Financing Activities 

Our financing cash flows are significantly impacted by the timing of claims payments and the related receipts from CMS associated with Medicare Part D claim subsidies for which we do not 
assume risk. Monthly prospective payments from CMS for reinsurance and low-income cost subsidies are based on assumptions submitted with our annual bid. Settlement of the reinsurance and low­
income cost subsidies is based on a reconciliation made approximately 9 months after the close of each calendar year. Claim payments were higher than receipts from CMS associated with Medicare 
Part D claim subsidies for which we do not assume risk by $938 million, $560 million and $653 million in the 2020, 2019 and 2018 periods, respectively. Our net receivable from CMS for subsidies 
and braud name prescription drug discounts was $1.2 billion at December 31, 2020 compared to a net receivable of$229 million at December 31 , 2019. 

Under our administrative services only TRICARE contract, health care costs payments for which we do not assume risk exceeded reimbursements from the federal goverurnent by $1 million and 
$63 mi11ion in the 2020 and 2019 periods, respectively, and reimbursements from the federal government exceeded health care costs payments for which we do not assume risk by $38 million in the 
2018 period. 

Claim payments associated with cost sharing provisions of the Health Care Reform Law for which we do not assume risk were $25 million in the 2018 period. 

In December 2020, we repaid $400 million aggregate principal amount of our 2.5% senior notes due on their maturity date of December 15, 2020. 

In March 2020, we issued $600 million of 4.500% senior notes due April I, 2025 and $500 million of 4.875% senior notes due April I, 2030. Our net proceeds, reduced for the underwriters' 
discount and commission and offering expenses paid were $1 ,088 million. 

In March 2020, we drew$ I billion on our existing term loan commitment and repaid the $ I billion outstanding amount in November 2020. 

In August 2019, we issued $500 million of3. 125% seniornotes due August 15, 2029 and $500 million of 3.950% seniornotes due August 15, 2049. Our net proceeds, reduced for the underwriters' 
discount and commission and offering expenses paid were $987 million. We used the net proceeds from this offering, together with available cas~ to repay the $650 million outstanding amount due 
under our term note in August 2019, and the $400 million aggregate principal amount of our 2.625% senior notes due on its maturity date of October I, 2019. 

In November 2018, we entered into a $1.0 billion term note agreement with a bank at a variable rate of interest due within one year. We repaid $350 million of the outstanding amount in 2018. For a 
detailed discussion of our debt please refer to Note 13 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data. 

We repurchased common shares for $1.82 billion, $1.07 billion and $1.09 billion in 2020, 2019 and 2018 under share repurchase plans authorized by the Board of Directors and in connection 
with employee stock plans. 

We paid dividends to stockholders of$323 million in 2020, $291 million in 2019, and $265 million in 2018. 

We entered into a commercial paper program in October 2014. Net proceeds from issuance of commercial paper were $295 million in 2020 and the maximum principal amount outstanding at any 
one time during 2020 was $600 million. Net repayments from the issuance of commercial paper were $360 million in 2019 and the maximum principal amount outstanding at any one time during 
2019 was $801 million. Net proceeds from issuance of commercial paper were $485 million in 2018 and the maximum principal amount outstanding at any one time during 2018 was $923 million. 
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The remainder of the cash used in or provided by financing activities in 2020, 2019, and 2018 primarily resulted from proceeds from stock option exercises and the change in book overdraft. 

Future Sources and Uses of Liquidity 

Dividends 

For a detailed discussion of dividends to stockholders, please refer to Note 16 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data. 

Stock Repurchases 

For a detailed discussion of stock repurchases, please refer to Note 16 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data. 

Debt 

In December 2020, we repaid $400 million aggregate principal amount of our 2.5% senior notes due on their maturity date of December 15, 2020. 

In March 2020, we issued $600 million of 4.500% senior notes due April I, 2025 and $500 million of 4.875% senior notes due April I, 2030. Our net proceeds, reduced for the underwriters' 
discount and commission and offering expenses paid, were approximately $1,088 million as of December 31 , 2020. We used the net proceeds for general corporate purposes. 

In February 2020, we entered into a new $1 billion term loan commitment with a bank that matures 1 year after the first draw, subject to a 1 year extension. In March 2020, we made a draw on 
the entire term loan commitment of $1 billion. The facility fee, interest rate and financial covenants are consistent with those of our revolving credit agreement. The note was prepayable without 
penalty. We repaid the $ I billion outstanding balance in November 2020. 

For a detailed discussion of our debt, including our senior notes, credit agreement and commercial paper program, please refer to Note 13 to the consolidated financial statements included in 
Item 8. - Financial Statements and Supplementary Data. 

Acquisitions and Divestiture 

During 2020, we completed the acquisition of privately held Enclara, one of the nation's largest hospice pharmacy and benefit management providers for cash consideration of approximately 
$709 million, net of cash received. For a detailed discussion of our acquisitions and divestitures, please refer to Notes 3 and 4 to the consolidated financial statements included in Item 8. - Financial 
Statements and Supplementary Data. 

Liquidity Requirements 

We believe our cash balances, investment securities, operating cash flows, and funds available under our credit agreement and our commercial paper program or from other public or private 
financing sources, taken together, provide adequate resources to fund ongoing operating and regulat01y requirements, acquisitions, furure expansion opportunities, and capital expenditures for at least 
the next twelve months, as well as to refinance or repay debt, and repurchase shares. 

Adverse changes in our credit rating may increase the rate of interest we pay and may impact the amount of credit available to us in the future. Our investment-grade credit rating at December 31, 
2020 was BBB+ according to Standard & Poor's Rating Services, or S&P, and Baa3 according to Moody's Investors Services, Inc., or Moody's. A downgrade by S&P to BB+ or by Moody's to Bal 
triggers an interest rate increase of 25 basis points with respect to $250 million of our senior notes. Successive one notch downgrades increase the interest rate an additional 25 basis 
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points, or annual interest expense by $1 million, up to a maximum 100 basis points, or annual interest expense by $3 million. 

In addition, we operate as a holding company in a highly regulated industry. Humana Inc., our parent company, is dependent upon dividends and administrative expense reimbursements from our 
subsidiaries, most of which are subject to regulatory restrictions. We continue to maintain significant levels of aggregate excess statutory capital and surplus in our state-regulated operating 
subsidiaries. Cash, cash equivalents, and short-term investments at the parent company decreased to $772 million at December 31, 2020 from $1.4 billion at December 31, 2019. This decrease 
primarily reflects common stock repurchases, insurance subsidiaries' capital contributions, repayment of debt and capital expenditures partially offset by insurance subsidiaries dividends, non­
insurance subsidiaries' profits and net proceeds from debt issuance. Our use of operating cash derived from our non-insurance subsidiaries, such as our Healthcare Services segment, is generally not 
restricted by Departments of Insurance ( or comparable state regulatory agencies). Our regulated insurance subsidiaries paid dividends to our parent company of $1.3 billion in 2020, $1.8 billion in 
2019, and $2.3 billion in 2018. Subsidiary capital requirements from significant premium growth has impacted the arnouot of regulated subsidiary dividends over the last two years. Refer to our 
parent company financial statements and accompanying notes in Schedule I - Parent Company Financial Infonnation. The amount of ordinary dividends that may be paid to our parent company in 
2021 is approximately $1.4 billion, in the aggregate. Actual dividends paid may vary due to consideration of excess statutory capital and surplus and expected future surplus requirements related to, 
for example, premium volume and product mix. 

Regulatory Requirements 

For a detailed discussion of our regulatory requirements, including aggregate statutory capital and surplus as well as dividends paid from the subsidiaries to our parent, please refer to Note 16 to 
the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data. 

Off-Balance Sheet Arrangements 

As of December 31, 2020, we were not involved in any special purpose entity, or SPE, transactions. For a detailed discussion of off-balance sheet arrangements, please refer to Note 17 to the 
consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data. 

Guarantees and Indemnifications 

For a detailed discussion of our guarantees and indemnifications, please refer to Note 17 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary 
Data. 

Government Contracts 

For a detailed discussion of our government contracts, including our Medicare, Military, and Medicaid contracts, please refer to Note 17 to the consolidated financial statements included in 
Item 8. - Financial Statements and Supplementary Data. 

Critical Accounting Policies and Estimates 

The discussion and analysis of our financial condition and results of operations is based upon our consolidated financial statements and accompanying notes, which have been prepared in 
accordance with accounting principles generally accepted in the United States of America. The preparation of these financial statements and accompanying notes requires us to make estimates and 
assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. We continuously evaluate our estimates and those critical accounting policies primarily 
related to benefits expense and revenue recognition as well as accounting for impairments related to our investment securities, goodwill, and long-lived assets. These estimates are based on 
knowledge of current events and anticipated future events and, accordingly, actual results ultimately may differ from those estimates. We believe the following critical accouoting policies involve the 
most significant judgments and estimates used in the preparation of our consolidated financial statements. 
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Benefits Expense Recognition 

Benefits expense is recognized in the period in which services are provided and includes an estimate of the cost of services which have been incurred but not yet reported, or IBNR. IBNR 
represents a substantial portion of our benefits payable as follows: 

IBNR 
Reported claims in process 
Other benefits payable 

Total benefits payable 

$ 

$ 

December 31, 2020 p~rT::r 
5,290 

816 
2,037 

8,143 

December 31, 2019 p~fT:::re 
(dollars in mmions) 

65.0 % $ 4,150 69.1 % 
10.0% 628 10.5 % 
25.0 % 1,226 20.4% 

100.0% $ 6,004 100.0 % 

Our reserving practice is to consistently recognize the actuarial best point estimate within a level of confidence required by actuarial standards. For further discussion of our reserving 
methodology, including our use of completion and claims per member per month trend factors to estimate IBNR, refer to Note 2 to the consolidated financial statements included in Item 8. -
Financial Statements and Supplementary Data. 

The completion and claims per member per month trend factors are the most significant factors impacting the IBNR estimate. The portion of IBNR estimated using completion factors for claims 
incurred prior to the most recent two months is generally Jess variable than the portion of IBNR estimated using trend factors. The following table illustrates the sensitivity of these factors assuming 
moderately adverse experience and the estimated potential impact on our operating results caused by reasonably likely changes in these factors based on December 31 , 2020 data: 

Completion Factor (a): Claims Trend Factor (b): 

Factor Decrease in Factor Decrease in 
Cbange(c) Benefits Payable Change (c) Benefits Payable 

(dollars io millions) 

0.70% $(348) 3.00% $(332) 
0.60% $(298) 2.75% $(304) 
0.50% $(249) 2.50% $(276) 
0.40% $(199) 2.25% $(249) 
0.30% $(149) 2.00% $(221) 
0.20% $(99) 1.75% $(194) 
0.10% $(50) 1.50% $(166) 

(a) Reflects estimated potential changes in benefits payable at December 31, 2020 caused by changes in completion factors for incurred months prior to the most recent two months. 

(b) Reflects estimated potential changes in benefits payable at December 3 I, 2020 caused by changes in annualized claims trend used for the estimation of per member per month incurred claims 
for the most recent two months. 

( c) The factor change indicated represents the percentage point change. 

The following table provides a historical perspective regarding the accrual and payment of our benefits payable. Components of the total incurred claims for each year include amounts accrued 
for current year estimated benefits expense as well as adjustments to prior year estimated accruals. Refer to Note 11 to the consolidated financial statements included in Item 8. - Financial Statements 
and Supplementary Data for Retail and Group and Specialty segment tables including information about incurred and paid claims development as of December 31, 2020, net of reinsurance, as well as 
cumulative claim frequency and the total oflBNR included within the net incurred claims amounts. 
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2020 2019 2018 

(in millions) 

Balances at January I $ 6,004 $ 4,862 $ 4,668 
Less: Reinsurance recoverables (68) (95) (70) 
Balances at January I, net 5,936 4,767 4,598 
Incurred related to: 

Current year 61,941 54,193 46,385 
Prior years (313) (336) (503) 

Total incurred 61 ,628 53,857 45,882 
Paid related to: 

Current year (54,003) (48,421) (41,736) 
Prior years (5,418) (4,267) (3,977) 

Total paid (59,421) (52,688) (45,713) 
Reinsurance recoverable 68 95 
Balances at December 31 $ 8,143 $ 6,004 $ 4,862 

The following table summarizes the changes in estimate for incurred claims related to prior years attributable to our key assumptions. As previously described, our key assumptions consist of 
trend and completion factors estimated using an assumption of moderately adverse conditions. The amounts below represent the difference between our original estimates and the actual benefits 
expense ultimately incurred as determined from subsequent claim payments. 

Trend factors 
Completion factors 

Total 

$ 

$ 

(a) The factor change indicated represents the percentage point change. 

2020 

Amount 

(167) 
(146) 

(313) 

Favorable Development by Changes in Key Assumptions 
2019 2018 

Factor Factor Factor 
Cbaage(a) Amount Change (a) Amount Change (a) 

(dollars in millions) 

(1.9)% $ (233) (3.1)% $ (229) (3.3)% 
(0.3)% (103) (0.3)% (274) (0.8)% 

$ (336) $ (503) 

As previously discussed, our reserving practice is to consistently recognize the actuarial best estimate of our ultimate liability for claims. Actuarial standards require the use of assumptions based 
on moderately adverse experience, which generally results in favorable reserve development, or reserves that are considered redundant. We experienced favorable medical claims reserve development 
related to prior fiscal years of $313 million in 2020, $336 million in 2019, and $503 million in 2018. The table below details our favorable medical claims reserve development related to prior fiscal 
years by segment for 2020, 2019, and 2018. 

(Favorable) Unfavorable Medical Oaims Reserve 
Development Change 

2020 2019 2018 2020 2019 

(in millions) 

Retail Segment $ (266) $ (386) $ (398) $ 120 $ 12 
Group and Specialty Segment (47) 50 (46) (97) 96 
Individual Commercial Segment (57) 57 
Other Businesses (2) 2 
Total $ (313) $ (336) $ (503) $ 23 $ 167 
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The favorable medical claims reserve development for 2020, 2019, and 2018 primarily reflects the consistent application of trend and completion factors estimated using an assumption of 
moderately adverse conditions. Our favorable development for each of the years presented above is discussed further in Note 11 to the consolidated financial statements included in Item 8. -
Financial Statements and Supplementary Data. 

We continually adjust our historical trend and completion factor experience with our knowledge of recent events that may impact current trends and completion factors when establishing our 
reserves. Because our reserving practice is to consistently recognize the actuarial best point estimate using an assumption of moderately adverse conditions as required by actuarial standards, there is 
a reasonable possibility that variances between actual trend and completion factors and those assumed in our December 31, 2020 estimates would fall towards the middle of the ranges previously 
presented in our sensitivity table. 

Revenue Recognition 

We generally establish one-year commercial membership contracts with employer groups, subject to cancellation by the employer group on 30-day written notice. Our Medicare contracts with 
CMS renew annually. Our military services contracts with the federal government and certain contracts with various state Medicaid programs generally are multi-year contracts subject to annual 
renewal provisions. 

We receive monthly premiums from the federal government and various states according to government specified payment rates and various contractual terms. We bill and collect premiums from 
employer groups and members in our Medicare and other individual products monthly. Changes in premium revenues resulting from the periodic changes in risk-adjustment scores derived from 
medical diagnoses for our membership are estimated by projecting the ultimate annual premium and recognized ratably during the year with adjustments each period to reflect changes in the ultimate 
premium. 

Premiums revenue is estimated by multiplying the membership covered under the various contracts by the contractual rates. Premiums revenue is recognized as income in the period members are 
entitled to receive services, and is net of estimated uncollectible amounts, retroactive membership adjustments, and adjustments to recognize rebates under the minimum benefit ratios required under 
the Health Care Reform Law. We estimate policyholder rebates by projecting calendar year minimum benefit ratios for the small group and large group markets, as defined by the Health Care Reform 
Law using a methodology prescribed by HHS, separately by state and legal entity. Medicare Advantage products are also subject to minimum benefit ratio requirements under the Health Care Reform 
Law. Estimated calendar year rebates recognized ratably during the year are revised each period to reflect current experience. Retroactive membership adjustments result from enrollment changes not 
yet processed, or not yet reported by an employer group or the government. We routinely monitor the collectability of specific accounts, the aging of receivables, historical retroactivity trends, 
estimated rebates, as well as prevailing and anticipated economic conditions, and reflect any required adjustments in current operations. Premiums received prior to the service period are recorded as 
unearned revenues. 

Medicare Risk-Adjustment Provisions 

CMS utilizes a risk-adjustment model which apportions premiums paid to Medicare Advantage, or MA, plans aecording to health severity. The risk-adjustment model, which CMS implemented 
pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA), generally pays more for enrollees with predictably higher costs. Under the 
risk-adjustment methodology, all MA plans must collect from providers and submit the necessary diagnosis code infonnation to CMS within prescribed deadlines. The CMS risk-adjustment model 
uses this diagnosis data to calculate the risk-adjusted premium payment to MA plans. Rates paid to MA plans are established under an actuarial bid model, including a process that bases our payments 
on a comparison of our beneficiaries' risk scores, derived from medical diagnoses, to those enrolled in the government's Medicare FFS program. We generally rely on providers, including certain 
providers in our network who are our employees, to code their claim submissions with appropriate diagnoses, which we send to CMS as the basis for our payment received from CMS under the 
actuarial risk-adjustment model. We also rely on providers to appropriately document all medical data, including the diagnosis data submitted with claims. CMS is phasing-in the process of 
calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses 
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data from the Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For 
submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk adjustment ftltering logic to determine the risk scores. For 2020, 50% of the risk 
score was calculated from claims data submitted through EDS. CMS increased that percentage to 75% for 2021 and will complete the phased-in transition from RAPS to EDS by using only EDS data 
to calculate risk scores in 2022. The phase-in from RAPS to EDS could result in different risk scores from each dataset as a result of plan processing issues, CMS processing issues, or filtering logic 
differences between RAPS and EDS, and could have a material adverse effect on our results of operations, financial position, or cash flows. We estimate risk-adjustment revenues based on medical 
diagnoses for our membership. The risk-adjustment model, including CMS changes to the submission process, is more fully described in Item I. - Business under the section titled "Individual 
Medicare," and in Item IA. - Risk Factors. 

Investment Securities 

Investment securities totaled $13.8 billion, or 39% of total assets at December 31, 2020, and $11.4 billion, or 39% of total assets at December 31 , 2019. The investment portfolio was primarily 
comprised of debt securities, detailed below, at December 31 , 2020 and entirely at December 31 , 2019. The fair value of investment securities were as follows at December 31 , 2020 and 2019: 

U.S. Treasury and other U.S. government 
corporations and agencies: 

U.S. Treasury and agency obligations 
Mortgage-backed securities 

Tax-exempt municipal securities 
Mortgage-backed securities: 

Residential 
Commercial 

Asset-backed securities 
Corporate debt securities 

Total debt securities 

Common stock 
Total investment securities 

12131/2020 '~r;;:::r 

616 
3,254 
1,447 

17 
1,318 
1,372 
4,927 

12,951 

815 

13,766 

1213112019 p~~c;::r 
(dollars in millions) 

4.5 % $ 354 3.1 % 
23.6 % 3,710 32.6 % 
10.5 % 1,463 12.9% 

0.1 % -% 
9.6% 804 7.1 % 

10.0% 1,093 9.6% 
35.8 % 3,947 34.7 % 
94.1 % 11,371 99.9% 

5.9% 7 0.1 % 

100.0% $ 11 ,378 100.0% 

Approximately 96% of our debt securities were investment-grade quality, with a weighted average credit rating of AA- by S&P at December 31 , 2020. Most of the debt securities that were below 
investment-grade were rated BB, the higher end of the below investment-grade rating scale. Tax-exempt municipal securities were diversified among general obligation bonds of states and local 
municipalities in the United States as well as special revenue bonds issued by municipalities to finance specific public works projects such as utilities, water and sewer, transportation, or education. 
Our general obligation bonds are diversified across the United States with no individual state exceeding I% of our total debt securities. Our investment policy limits investments in a single issuer and 
requires diversification among various asset types. 
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Gross unrealized losses and fair values aggregated by investment category and length of time that individual securities have been in a continuous unrealized loss position were as follows at 
December 31, 2020: 

U.S. Treasury and other U.S. government 
corporations and agencies: 

U.S. Treasury and agency obligations 
Mortgage-backed securities 

Tax-exempt municipal securities 
Mortgage-backed securities: 

Residential 
Commercial 

Asset-backed securities 
Corporate debt securities 

Total debt securities 

Less than 12 months 

c .... 
Falr Unrealized 

Value Losses 

225 $ 
199 

16 

17 
193 
65 

342 
1,057 $ 

Fair 
Value 

(I) $ 
(I) 

(I) 

(I) 
(4) $ 

12 months or more Total 

Gross Gms 
Unrealized Fair Unrealized 

Losses Value Losses 
(in millions) 

$ $ 225 $ (I) 
199 (I) 

19 35 

17 
43 236 (I) 

498 (2) 563 (2) 
16 358 (I) 

576 $ (2) $ 1,633 $ (6) 

Prior to January I , 2020, we applied the other-than-temporary impairment model for securities in an unrealized loss position which did not result in any material impairments for 2019 or 2018. 
Beginning on January 1, 2020, we adopted the new current expected credit losses, or CECL, model which retained many similarities from the previous other-than-temporary impairment model except 
eliminating from consideration in the impairment analysis the length of time over which the fair value had been less than cost. Also, under the CECL model, expected losses on available for sale debt 
securities are recognized through an allowance for credit losses rather than as reductions in the amortized cost of the securities. For debt securities whose fair value is less than their amortized cost 
which we do not intend to sell or are not required to sell, we evaluate the expected cash flows to be received as compared to amortized cost and determine if an expected credit loss has occurred. In 
the event of an expected credit loss, only the amount of the impairment associated with the expected credit loss is recognized in income with the remainder, if any, of the loss recognized in other 
comprehensive income. To the extent we have the intent to sell the debt security or it is more likely than not we will be required to sell the debt security before recovery of our amortized cost basis, 
we recognize an impairment loss in income in an amount equal to the full difference between the amortized cost basis and the fair value. 

Potential expected credit loss impairment is considered using a variety of factors, including the extent to which the fair value has been less than cost; adverse conditions specifically related to the 
industry, geographic area or financial condition of the issuer or underlying collateral of a debt security; changes in the quality of the debt security's credit enhancement; payment structure of the debt 
security; changes in credit rating of the debt security by the rating agencies; faihrre of the issuer to make scheduled principal or interest payments on the debt security and changes in prepayment 
speeds. For debt securities, we take into account expectations of relevant market and economic data. For example, with respect to mortgage and asset-backed securities, such data includes underlying 
loan level data and structural features such as seniority and other forms of credit enhancements. We estimate the amount of the expected credit loss component of a debt security as the difference 
between the amortized cost and the present value of the expected cash flows of the security. The present value is determined using the best estimate of future cash flows discounted at the implicit 
interest rate at the date of purchase. The expected credit loss cannot exceed the full difference between the amortized cost basis and the fair value. 

The risks inherent in assessing the impairment of an investment include the risk that market factors may differ from our expectations, facts and circumstances factored into our assessment may 
change with the passage of time, or we may decide to subsequently sell the investment. The determination of whether a decline in the value of an 
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investment is related to a credit event requires us to exercise significant diligence and judgment. The discovery of new information and the passage of time can significantly change these judgments. 
The status of the general economic environment and significant changes in the national securities markets influence the determination of fair value and the assessment of investment impairment. 
There is a continuing risk that declines in fair value may occur and additional material realized losses from sales or expected credit loss impairments may be recorded in future periods. 

All issuers of debt securities we own that were trading at an unrealized loss at December 31 . 2020 remain current on all contractual payments. After taking into account these and other factors 
previously described, we believe these unrealized losses primarily were caused by an increase in market interest rates in the current markets since the time the debt securities were purchased. At 
December 31 , 2020, we did not intend to sell any debt securities with an unrealized loss position in accumulated other comprehensive income, and it is not likely that we will be required to sell these 
debt securities before recovery of their amortized cost basis. Additionally, we did not record any material credit allowances for debt securities that were in an unrealized loss position at December 31, 
2020. There were no material other-than-temporary impairments in 2019 or 2018. 

Goodwill and Long-lived Assets 

At December 31, 2020, goodwill and other long-lived assets represented 20% of total assets and 52% of total stockholders' equity, compared to 21% and 50%, respectively, at December 31, 
2019. 

We are required to test at least annually for impairment at a level of reporting referred to as the reporting unit, and more frequently if adverse events or changes in circumstances indicate that the 
asset may be impaired. A reporting unit either is our operating segments or one level below the operating segments, referred to as a component, which comprise our reportable segments. A 
component is considered a reporting unit if the component constitutes a business for which discrete financial information is available that is regularly reviewed by management. We are required to 
aggregate the components of an operating segment into one reporting unit if they have similar economic characteristics. Goodwill is assigned to the reporting unit that is expected to benefit from a 
specific acquisition. 

We use the one-step process to review goodwill for impairment to determine both the existence and amount of goodwill impairment, if any. Our strategy, long-range business plan, and annual 
planning process support our goodwill impairment tests. These tests are performed, at a minimum, annually in the fourth quarter, and are based on an evaluation of future discounted cash flows. We 
rely on this discounted cash flow analysis to determine fair value. However outcomes from the discounted cash flow analysis are compared to other market approach valuation methodologies for 
reasonableness. We use discount rates that correspond to a market-based weighted-average cost of capital and terminal growth rates that correspond to long-term growth prospects, consistent with the 
long-term inflation rate. Key assumptions in our cash flow projections, including changes in membership, premium yields, medical and operating cost trends, and certain government contract 
extensions, are consistent with those utilized in our long-range business plan and annual planning process. If these assumptions differ from actual, including the impact of the Health Care Reform 
Law or changes in government reimbursement rates, the estimates underlying our goodwill impairment tests could be adversely affected. The fair value of our reporting units with significant goodwill 
exceeded carrying amounts by a substantial margin. However, unfavorable changes in key assumptions or combinations of assumptions including a significant increase in the discount rate, decrease 
in the long-term growth rate or substantial reduction in our underlying cash flow assumptions, including revenue growth rates, medical and operating cost trends, and projected operating income 
could have a significant negative impact on the estimated fair value of our clinical and provider reporting units, which accounted for $524 million and $761 million, respectively. Impairment tests 
completed for 2020, 2019, and 2018 did not result in an impainment loss. 

Long-lived assets consist of property and equipment and other finite-lived intangible assets. These assets are depreciated or amortized over their estimated useful life, and are subject to 
impairment reviews. We periodically review long-lived assets whenever adverse events or changes in circumstances indicate the carrying value of the asset may not be recoverable. In assessing 
recoverability, we must make assumptions regarding estimated future cash flows and other factors to determine if an impairment loss may exist, and, if so, estimate fair value. We also must estimate 
and make assumptions regarding the useful life we assign to our Jong-lived assets. If these estimates 

66 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
67 of 216

Exempt from Business Proposal 
and Total Page Limits

461(E)

or their related assumptions change in the future, we may be required to record impairment losses or change the useful life, including accelerating depreciation or amortization for these assets. There 
were no material impairment losses in the Jast three years. 

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

Our earnings and financial position are exposed to financial market risk, including those resulting from changes in interest rates. 

The level of our pretax earnings is subject to market risk due to changes in interest rates and the resulting impact on investment income and interest expense. In the past we have, and in the future 
we may enter into interest rate swap agreements depending on market conditions and other factors. Amounts borrowed under the revolving credit portion of our $2.0 billion unsecured revolving credit 
agreement bear interest at either LIBOR plus a spread or the base rate plus a spread. If drawn upon, the revolving credit would revert to using the alternative base rate once LIBOR is 
discontinued.There were no borrowings outstanding under our credit agreement at December 31 , 2020 or December 31, 2019. 

Interest rate risk also represents a market risk factor affecting our consolidated financial position due to our significant investment portfolio, consisting primarily of fixed matwity securities of 
investment-grade quality with a weighted average S&P credit rating of AA- at December 31, 2020. Our net unrealized position increased $303 million from a net unrealized gain position of $211 
million at December 3 I. 20 I 9 to a net w,realized gain position of $514 million at December 3 I, 2020. At December 3 I, 2020, we had gross w,realized losses of $6 million on our investment portfolio 
primarily due to an increase in market interest rates since the time the securities were purchased. We did not record any material credit allowances for debt securities that were in an unrealized loss 
position during 2020. There were no material other-than-temporary impairments during 2019. While we believe that these impairments will be recovered and we currently do not have the intent to 
sell such securities, given the current market conditions and the significant judgments involved, there is a continuing risk that future declines in fair value may occur and material realized losses from 
sales or impairments may be recorded in future periods. 

Duration is the time-weighted average of the present value of the bond portfolio 's cash flow. Duration is indicative of the relationship between changes in fair value and changes in interest rates, 
providing a general indication of the sensitivity of the fair values of our fixed maturity securities to changes in interest rates. However. actual fair values may differ significantly from estimates based 
on duration. The average duration of our investment portfolio, including cash and cash equivalents, was approximately 3.0 years as of December 31, 2020 and 2.5 years as of December 31, 2019. 
Based on the duration including cash equivalents, a I% increase in interest rates would generally decrease the fair value of our securities by approximately $541 million. 

We have also evaluated the impact on our investment income and interest expense resulting from a hypothetical change in interest rates of I 00, 200, and 300 basis points over the next twelve­
month period, as reflected in the following table. The evaluation was based on our investment portfolio and our outstanding indebtedness at December 31, 2020 and 2019. Our investment portfolio 
consists of cash, cash equivalents, and investment securities. The modeling technique used to calculate the pro forma net change in pretax earnings considered the cash flows related to fixed income 
investments and debt, which are subject to interest rate changes during a prospective twelve-month period. This evaluation measures parallel shifts in interest rates and may not account for certain 
unpredictable events that may affect interest income, including unexpected changes of cash flows into and out of the portfolio, changes in the asset allocation, including shifts between taxable and 
tax-exempt securities, and spread changes specific to various investment categories. In the past ten years, changes in 10 year US treasury rates during the year have not exceeded 300 basis points, 
have changed between 200 and 300 basis points once, have changed between 100 and 200 basis points twice, and have changed by less than 100 basis points seven times. 

67 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
68 of 216

Exempt from Business Proposal 
and Total Page Limits

462(E)

Increase (decrease) ln Increase (decrease) in 

t.r:!::s:~~!nfec~: :r pretax earnings given an 
lntere!lt rate increase of 

X basis points X basis points 
(300) (200) (100) 100 200 300 

(in millions) 
As of December 31, 2020 

Investment income (a) $ (44) $ (33) $ (21) $ 91 $ 180 $ 270 
Interest expense (b) 2 2 2 (6) (12) (18) 

Pretax $ (42) $ (31) $ (19) $ 85 $ 168 $ 252 
As of December 31, 2019 

Investment income (a) $ (150) $ (133) $ (79) $ 78 $ 157 $ 235 
Interest expense (b) 10 9 4 (4) (9) (13) 

Pretax $ (140) $ (124) $ (75) $ 74 $ 148 $ 222 

(a) As of December 31, 2020 and 2019, some ofour investments had interest rates below 1% and 2%, respectively, so the assumed hypothetical change in pretax earnings does not reflect the full 
I% and 2%, respectively, point reduction. 

(b) The interest rate under our senior notes is fixed. There were no borrowings outstanding under the credit agreement at December 31, 2020 or December 31, 2019. There was $600 million and 
$300 million outstanding under our commercial paper program at December 31 , 2020 and 2019, respectively. As of December 31, 2020 and 2019, our interest rate under our commercial paper 
program was less th.an 1 % so the assumed hypothetical change in pretax earnings does not reflect the full 1 % point reduction. 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

Current assets: 
Cash and cash equivalents 
Investment securities 
Receivables, less allowance for doubtful accounts 

of $72 in 2020 and $69 in 2019 
Other current assets 

Total current assets 
Property and equipment, net 

Long-term investment securities 
Goodwill 
Equity method investments 
Other long-term assets 

Total assets 

ASSETS 

Humaoalnc. 
CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 
Current liabilities: 

Benefits payable 
Trade accounts payable and accrued expenses 
Book overdraft 
Unearned revenues 
Short-term debt 

Total current liabilities 

Long-term debt 
Other long-term liabilities 

Total liabilities 
Commitments and contingencies (Note 17) 
Stockholders ' equity: 

Preferred stock, $1 par; l0,000,000 shares authorized; none issued 
Common stock, $0.16 2/3 par; 300,000,000 shares authorized; 

198,648,742 shares issued at December 3 I , 2020 and 198,629,992 
shares issued at December 31 , 2019 

Capital in excess of par value 
Retained earnings 
Accumulated other comprehensive income (loss) 
Treasury stock, at cost, 69,787,614 shares at December 31, 2020 

and 66,524,771 shares at December 31, 2019 
Total stockholders' equity 
Total liabilities and stockholders' equity $ 

The accompanying notes are an integral part of the consolidated financial statements. 
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Dttember 31, 
2020 2019 

(io millions, except 
share amounts) 

4,673 $ 4,054 
12,554 l0,972 

1,138 1,056 
5,276 3,806 

23,641 19,888 
2,371 1,955 
1,212 406 
4,447 3,928 
1,170 1,063 
2,128 1,834 

34,969 $ 29,074 

8,143 $ 6,004 
4,013 3,754 

320 225 
318 247 
600 699 

13,394 10,929 
6,060 4,967 
1,787 1,141 

21 ,241 17,037 

33 33 
2,705 2,820 

20,517 17,483 
391 156 

(9,918) (8,455) 

13,728 12,037 
34,969 $ 29,074 
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Humana Inc. 
CONSOLIDATED STATEMENTS OF INCOME 

For the year ended December 31, 
2020 2019 2018 

(in millions, except per share results) 

Revenues: 
Premiwns $ 74,186 $ 62,948 $ 54,941 
Services 1,815 1,439 1,457 
lnvestment income 1,154 501 514 

Total revenues 77,155 64,888 56,912 
Operating expenses: 

Benefits 61,628 53,857 45,882 
Operating costs 10,052 7,381 7,525 
Depreciation and amortization 489 458 405 

Total operating expenses 72,169 61,696 53,812 
Income from operations 4,986 3,192 3,100 
Loss on sale of business 786 
Interest expense 283 242 218 
Other expense (income), net 103 (506) 33 
Income before income taxes and equity in net earnings 4,600 3,456 2,063 
Provision for income taxes 1,307 763 391 
Equity in net earnings 74 14 II 

Net income $ 3,367 $ 2,707 $ 1,683 

Basic earnings per common share $ 25.47 $ 20.20 $ 12.24 

Diluted earnings per common share $ 25.31 $ 20.10 $ 12.16 

The accompanying notes are an integral part of the consolidated financial statements. 
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Net income 
Other comprehensive income (loss): 

Change in gross unrealized investment gains/losses 
Effect of income taxes 

Total change in unrealized investment 
gains/losses, net of tax 

Reclassification adjustment for net realized 
gains included in investment income 
Effect of income taxes 

Total reclassification adjustment, net of tax 

Other comprehensive income (loss), net of tax 
Comprehensive income (loss) attributable to equity method 
investments 

Comprehensive income 

Humana Inc. 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

2020 

$ 3,367 

393 
(89) 

304 

(90) 
20 

(70) 

234 

1 

$ 3,602 

For the year ended December 31, 
2019 

(in millions) 

$ 2,707 

450 
(105) 

345 

(34) 
8 

(26) 

319 

(4) 

$ 3,022 

The accompanying notes are an integral part of the conso1idated financial statements. 
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2018 

$ 1,683 

(189) 
51 

(138) 

(53) 
17 

(36) 

(174) 

(4 

$ 1,505 
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Balances, January I, 2018 
Net income 
Other comprehensive income 
Common stock repurchases 
Dividends and dividend 
equivalents 
Stock-based compensation 
Restricted stock unit vesting 
Stock option exercises 
Balances, December 31, 2018 
Net income 
Other comprehensive loss 

Common stock repurchases 
Dividends and dividend 
equivalents 
Stock-based compensation 
Restricted stock unit vesting 
Stock option exercises 
Balances, December 31, 2019 
Net income 
Impact of adopting accounting standard 
Other comprehensive income 
Common stock repurchases 
Dividends and dividend 
equivalents 
Stock-based compensation 
Restricted stock unit vesting 
Stock option exercises 

Balances, December 31, 2020 

Humana Inc. 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY 

Common Stock Accumulated 
Capltalln Other 

Issued Excess of Retained Comprehensive 
Shares Amount Par Value Earnings Income (Loss) 

(dollars ln millions, share amounts in thousands) 
198,572 33 2,445 $ 13,670 $ 

1,683 
(4) 

50 

(277) 
137 

(145) 

23 48 

198,595 33 2,535 15,072 
2,707 

150 

(2%) 
163 

32 (48) 
20 

198,630 33 2,820 17,483 
3,367 

(2) 

(263) 

(33 1) 
181 

19 (59) 
26 

198,649 33 2,705 20,517 

The accompanying notes are an integral part of the consolidated financial statements. 
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Total 
Treasury Stockholders' 

Stock Equity 

19 (6,325) 9,842 
1,683 

(178) (182) 
(1,140) ( 1,090) 

(277) 

137 
145 

48 

(159) (7,320) 10,161 
2,707 

315 315 

(1 ,220) (1,070) 

(296) 
163 

48 
37 57 

156 (8,455) 12,037 
3,367 

(2) 
235 235 

(1,557) (1,820) 

(331) 
181 

59 
35 6 1 

391 (9,918) 13,728 
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Humana Inc. 
CONSOLIDATED STATEMENTS OF CASH FLOW 

Cash Dows from operating activities 
Net income 

Adjustments to reconcile net income to net cash provided by operating activities: 

Loss on sale of business 
Gains on investment securities, net 

Equity in net earnings 

Stock compensation 

Depreciation 

Amortization 

Provision for deferred income taxes 
Changes in operating assets and liabilities, net of effect of businesses acquired and dispositions: 

Receivables 

Other assets 

Benefits payable 

Other liabilities 
Unearned revenues 

Other 
Net cash provided by operating activities 

Cash Dows from investing activities 
Acquisitions, net of cash acquired 

Purchase of equity method investment in Kindred at Home 

Cash transferred in sale of business 
Purchases of property and equipment 

Purchases of investment securities 

Maturities of investment securities 
Proceeds from sales of investment securities 

Net cash used in investing activities 

Cash Dows from financing activities 
Withdrawals from contract deposits, net 

Proceeds from issuance of senior notes, net 

Repayment of senior notes 

Proceeds (repayments) from issuance of commercial paper, net 

Proceeds from term loan 
Repayment of term loan 

Common stock repurchases 

Dividends paid 
Change in book overdraft 

Proceeds from stock option exercises & other 

Net cash used in financing activities 

Increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of period 
Cash and cash equivalents at end of period 

2020 

73 

3,367 

(838) 
(74) 

181 
528 
88 

195 

(85) 
(581) 

2,139 

599 
71 
49 

5,639 

(709) 

(964) 
(9,125) 
4,986 
2,747 

(3,065) 

(939) 
1,088 
(400) 
295 

1,000 
(1,000) 
(1,820) 

(323) 
95 
49 

(1 ,955) 

619 
4,054 

4,673 

For the year ended December 31, 

2019 
(in millions) 

2,707 $ 

(62) 
(14) 

163 
505 

70 
162 

(32) 
118 

1,142 

471 
(36) 
90 

5,284 

(736) 
(6,361) 

1,733 
4,086 

(1,278) 

(623) 

987 
(400) 
(360) 

(650) 
(1,070) 

(291) 
54 

58 
(2,295) 

1,711 
2,343 

4,054 $ 

2018 

1,683 

786 
(90) 
(II) 
137 
444 

90 
194 

(164) 

(484) 

252 
(676) 

(95) 
107 

2,173 

(354) 
(1,095) 

(805) 
(612) 

(4,687) 

972 
3,494 

(3 ,087) 

(640) 

485 
1,000 
(350) 

(1,090) 
(265) 

30 
45 

(785) 

(1,699) 
4,042 

2,343 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
74 of 216

Exempt from Business Proposal 
and Total Page Limits

468(E)

Supplemental cash Dow disclosures: 

Interest payments 

Income tax payments, net 

Details of businesses acquired In purchase transactions: 
Fair value of assets acquired, net of cash acquired 

Less: Fair value of liabilities assumed 

Cash paid for acquired businesses, net of cash acquired 

Humana Inc. 
CONSOLIDATED STATEMENTS OF CASH FLOW-(Continued) 

2020 

258 

1,132 

819 
(110) 

709 

For the year ended December 31, 

2019 
(in millions) 

212 $ 
518 $ 

28 $ 

(28) 

The accompanying notes are an integral part of the consolidated financial statements. 
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2018 

195 

631 

392 
(38) 

354 
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Humana Inc. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

I. REPORTING ENTITY 

Nature o/Operati.ons 

Humana Inc., headquartered in Louisville, Kentucky, is a leading health and well-being company committed to helping our millions of medical and specialty members achieve their best health. 
Our successful history in care delivery and health plan administration is helping us create a new kind of integrated care with the power to improve health and well-being and lower costs. Our efforts 
are leading to a better quality of life for people with Medicare, families, individuals, military service personnel, and communities at large. To accomplish that, we support physicians and other health 
care professionals as they work to deliver the right care in the right place for their patients, our members. Our range of clinical capabilities, resources and tools, such as in-home care, behavioral 
health, phannacy services, data analytics and wellness solutions, combine to produce a simplified experience that makes health care easier to navigate and more effective. References throughout these 
notes to consolidated financial statements to ''we," "us;' "our,'' "Company," and "Humana," mean Humana Inc. and its subsidiaries. We derived approximately 83% of our total premiums and 
services revenue from contracts with the federal government in 2020, including 14% related to our federal government contracts with the Centers for Medicare and Medicaid Services, or CMS, to 
provide health insurance coverage for individual Medicare Advantage members in Florida. CMS is the federal government's agency responsible for administering the Medicare program. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 

Our financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United States of America. Our consolidated financial statements 
include the accounts of Humana Inc. and subsidiaries that the Company controls, including variable interest entities associated with medical practices for which we are the primary beneficiary. We do 
not own many of our medical practices but instead enter into exclusive management agreements with the affiliated Professional Associations, or P.A.s, that operate these medical practices. Based 
upon the provisions of these agreements, these affiliated P.A.s are variable interest entities and we are the primary beneficiary, and accordingly we consolidate the affiliated P.A.s. All significant 
intercompany balances and transactions have been eliminated. 

The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America requires us to make estimates and assumptions that affect the 
amounts reported in the consolidated financial statements and accompanying notes. The areas involving the most significant use of estimates are the estimation of benefits payable, the impact of risk 
adjustment provisions related to our Medicare contracts, the valuation and related impairment recognition of investment securities, and the valuation and related impairment recognition of long-lived 
assets, including goodwill. These estimates arc based on knowledge of current events and anticipated future events, and accordingly, actual results may ultimately differ materially from those 
estimates. 

COVJD-19 

The emergence and spread of COVID-19 has impacted our business. Beginning in the second half of March 2020, the implementation of stay-at-home and physical distancing orders and other 
restrictions on movement and economic activity resulted in the temporary deferral of non-essential care and significant reduction in hospital admissions and overall healthcare system utilization 
during April 2020. Non-COVID utilization then began to increase during May and June 2020, and continued to rebound throughout the third quarter and early in the fourth quarter of 2020, reaching 
approximately 95% of historic baseline levels as of the end of October 2020. Then, in the latter half of November and accelerating throughout the month of December, we experienced a significant 
increase in COVID-19 admissions in nearly all of the markets in which we operate across our Medicare Advantage, Medicaid, and group commercial insurance business lines, resulting in higher 
COVID-19 treatment and testing costs. During this period, we also experienced a corresponding decline in non-COVID utilization in all service categories to well below the near baseline levels of 
non-COVID utilization witnessed as late as the end of October 2020 (with non-COVID utilization in our Medicare Advantage business running approximately 15% 
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below normal levels at the close of the fourth quarter of 2020). The impact of this decline in non-COVID utilization more than offset the higher COVID-19 treatment and testing costs during this 
period. Our 2020 results were also impacted by our ongoing pandemic relief efforts and strategic investments in our integrated care delivery model. 

Workforce Optimization 

We initiated an involuntary workforce reduction program during 2019. This program impacted approximately 1,000 associates. As a result, we recorded charges of $47 million in 2019. Payments 
under this program were made upon termination during the severance pay period. The remaining 2019 workforce optimization obligation was $45 million as of December 31, 2019 and was fully 
settled as of December 31, 2020. 

Health Care Reform 

The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation Act of 2010 (which we collectively refer to as the Health Care Reform Law) enacted 
significant refonns to various aspects of the U.S. health insurance industry. Certain of these refonns became effective January I, 2014, including an annual insurance industry premium-based fee. The 
Continuing Resolution bill, H.R. 195, enacted on January 22, 2018, included a one year suspension in 2019 of the health insurance industry fee, but the fee resumed in calendar year 2020. The Further 
Consolidated Appropriations Act, 2020, enacted on December 20, 2019, permanently repealed the health insurance industry fee beginning in calendar year 2021. 

The annual premium-based fee on health insurers is not deductible for tax purposes. We estimate a liability for the health insurance industry fee and record it in full once qualifying insurance 
coverage is provided in the applicable calendar year in which the fee is payable with a corresponding deferred cost that is amortized ratably to expense over the same calendar year. We record the 
liability for the health insurance industry fee in trade accounts payable and accrued expenses and record the deferred cost in other current assets in our consolidated financial statements. We pay the 
health insurance industry fee in September or October of each year. We paid the federal government SI.I 8 billion and $ 1.04 billion for the annual health insurance industry fee attributed to calendar 
years 2020 and 2018, respectively. 

On November 2, 2017, we filed suit against the United States of America in the United States Court of Federal Claims, on behalf of our health plans seeking recovery from the federal 
government of approximately $61 I million in payments under the risk corridor premium stabilization program established under Health Care Reform, for years 2014, 2015 and 2016. On April 27, 
2020, the U.S. Supreme Court ruled that the government is obligated to pay the losses under this risk corridor program, and that Congress did not impliedly repeal the obligation under its 
appropriations riders. In September 2020, we received a $609 million payment from the U.S Government pursuant to the judgement issued by the Court of Federal Claims on July 7, 2020. The 
$609 million payment received from the U.S Government and approximately $31 million in related fees and expenses are reflected in Premiums revenue and Operating costs, respectively, in our 
consolidated statements of income for the year ended December 31 , 2020 and reported in the Corporate segment. 

Cash and Cash Equivalents 

Cash and cash equivalents include cash, time deposits, money market funds, commercial paper, other money market instruments, and certain U.S. Government securities with an original maturity 
of three months or less. Carrying value approximates fair value due to the short-term maturity of the investments. 

Investment Securities 

Investment securities, which consist of debt and equity securities, are stated at fair value. Our debt securities have been categorized as available for sale. Debt securities available for current 
operations are classified as current assets and debt securities available to fund our professional and other self-insurance liability requirements, as well as restricted statutory deposits and equity 
securities, are classified as long-term assets. For the purpose of determining realized gross gains and losses for debt securities sold, which are included as a component of investment income in 
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the consolidated statements of income, the cost of investment securities sold is based upon specific identification. Unrealized holding gains and losses for debt securities, net of applicable deferred 
taxes, are included as a component of stockholders' equity and comprehensive income until realized from a sale or an expected credit loss is recognized. For the purpose of determining gross gains 
and losses for equity securities, changes in fair value at the reporting date are included as a component of investment income in the consolidated statements of income. 

Prior to January 1, 2020, we applied the other-than-temporary impairment model for securities in an unrealized loss position which did not result in any material impairments for 2019 or 2018. 
Beginning on January 1, 2020, we adopted the new current expected credit losses, or CECL, model which retained many similarities from the previous other-than-temporary impairment model except 
eliminating from consideration in the impairment analysis the length of time over which the fair value had been less than cost. Also, under the CECL model, expected losses on available for sale debt 
securities are recognized through an allowance for credit losses rather than as reductions in the amortized cost of the securities. For debt securities whose fair value is less than their amortized cost 
which we do not intend to sell or are not required to sell, we evaluate the expected cash flows to be received as compared to amortized cost and determine if an expected credit loss has occurred. In 
the event of an expected credit loss, only the amount of the impairment associated with the expected credit loss is recognized in income with the remainder, if any, of the loss recognized in other 
comprehensive income. To the extent we have the intent to sell the debt security or it is more likely than not we will be required to sell the debt security before recovery of our amortized cost basis, 
we recognize an impairment loss in income in an amount equal to the full difference between the amortized cost basis and the fair value. 

Potential expected credit loss impairment is considered using a variety of factors, including the extent to which the fair value has been less than cost; adverse conditions specifically related to the 
industry, geographic area or financial condition of the issuer or underlying collateral of a debt security; changes in the quality of the debt security's credit enhancement; payment structure of the debt 
security; changes in credlt rating of the debt security by the rating agencies; failure of the issuer to make scheduled principal or interest payments on the debt security and changes in prepayment 
speeds. For debt securities, we take into account expectations of relevant market and economic data. For example, with respect to mortgage and asset-backed securities, such data includes underlying 
loan level data and structural features such as seniority and other forms of credit enhancements. We estimate the amount of the expected credit loss component of a debt security as the difference 
between the amortized cost and the present value of the expected cash flows of the security. The present value is determined using the best estimate of future cash flows discounted at the implicit 
interest rate at the date of purchase. The expected credit loss cannot exceed the full difference between the amortized cost basis and the fair value. 

Receivables and Revenue Recognition 

We generally establish one-year commercial membership contracts with employer groups, subject to cancellation by the employer group on 30-day written notice. Our Medicare contracts with 
CMS renew annually. Our military services contracts with the federal government and certain contracts with various state Medicaid programs generally are multi-year contracts subject to annual 
renewal provisions. 

Premiums Revenue 

We receive monthly premiums from the federal government and various states according to government specified payment rates and various contractual terms. We bill and collect premium from 
employer groups and members in our Medicare and other individual products monthly. Changes in premium revenues resulting from the periodic changes in risk-adjustment scores derived from 
medical diagnoses for our membership are estimated by projecting the ultimate annual premium and are recognized ratably during the year, with adjusbnents each period to reflect changes in the 
ultimate premium. Receivables or payables are classified as current or long-term in our consolidated balance sheet based on the timing of the expected settlement. 

Premiums revenue is estimated by multiplying the membership covered under the various contracts by the contractual rates. Premiums revenue is recognized as income in the period members are 
entitled to receive services, and is net of estimated uncollectible amounts, retroactive membership adjustments, and adjustments to recognize rebates under the minimum benefit ratios required under 
the Health Care Reform Law. We estimate policyholder 
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rebates by projecting calendar year minimum benefit ratios for the small group and large group markets, as defined by the Health Care Reform Law using a methodology prescribed by Health and 
Human Services, or HHS, separately by state and legal entity. Medicare Advantage and Medicaid products are also subject to minimum benefit ratio requirements. Estimated calendar year rebates 
recognized ratably dwing the year are revised each period to reflect current experience. Retroactive membership adjustments result from enrollment changes not yet processed, or not yet reported by 
an employer group or the government. We routinely monitor the collectability of specific accounts, the aging of receivables, historical retroactivity trends, estimated rebates, as well as prevailing and 
anticipated economic conditions, and reflect any required adjustments in current operations. Premiums received prior to the service period arc recorded as unearned revenues. 

Medicare Part D 

We cover prescription drug benefits in accordance with Medicare Part D under multiple contracts with CMS. The payments we receive monthly from CMS and members, which are determined 
from our annual bid, represent amounts for providing prescription drug insurance coverage. We recognize premiums revenue for providing this insurance coverage ratably over the term of our annual 
contract. Our CMS payment is subject to risk sharing through the Medicare Part D risk corridor provisions. In addition, receipts for reinsurance and low-income cost subsidies as well as receipts for 
certain discounts on brand name prescription drugs in the coverage gap represent payments for prescription drug costs for which we are not at risk. 

The risk corridor provisions compare costs targeted in our bids to actual prescription drug costs, limited to actual costs that would have been incurred under the standard coverage as defined by 
CMS. Variances exceeding certain thresholds may result in CMS making additional payments to us or require us to refund to CMS a portion of the premiums we received. As risk corridor provisions 
are considered in our overall annual bid process, we estimate and recognize an adjustment to premiums revenue related to these provisions based upon pharmacy claims experience. We record a 
receivable or payable at the contract level and classify the amount as current or long-term in our consolidated balance sheets based on the timing of expected settlement. 

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the Medicare Part D program for which we assume no risk. Reinsurance subsidies represent funding 
from CMS for its portion of prescription drug costs which exceed the member's out-of-pocket threshold, or the catastrophic coverage level. Low-income cost subsidies represent funding from CMS 
for all or a portion of the deductible, the coinsurance and co-payment amounts above the out-of-pocket threshold for low-income beneficiaries. Monthly prospective payments from CMS for 
reinsurance and low-income cost subsidies are based on assumptions submitted with our annual bid. A reconciliation and related settlement ofCMS's prospective subsidies against actual prescription 
drug costs we paid is made after the end of the year. The Health Care Reform Law mandates consumer discounts of 50% on brand name prescription drugs for Part D plan participants in the coverage 
gap. These discounts are funded by CMS and pharmaceutical manufacturers while we administer the application of these funds. We account for these subsidies and discom1ts as a deposit in our 
consolidated balance sheets and as a financing activity under receipts (withdrawals) from contract deposits in our consolidated statements of cash flows. For 2020, subsidy and discount payments of 
$13.3 billion exceeded reimbursements of $12.4 billion by $0.9 billion. For 2019, subsidy and discount payments of $11.8 billion exceeded reimbursements of $11.2 billion by $0.6 billion. For 2018, 
subsidy and discount payments of$10.3 billion exceeded reimbursements of$9.6 billion by $0.7 billion. We do not recognize premiums revenue or benefit expenses for these subsidies or discounts. 
Receipt and payment activity is accumulated at the contract level and recorded in our consolidated balance sheets in other current assets or trade accounts payable and accrued expenses depending on 
the contract balance at the end of the reporting period. 

Settlement of the reinsurance and low-income cost subsidies as well as the risk corridor payment is based on a reconciliation made approximately 9 months after the close of each calendar year. 
Settlement with CMS for brand name prescription drug discounts is based on a reconciliation made approximately 14 to 18 months after the close of each calendar year. We continue to revise our 
estimates with respect to the risk corridor provisions based on subsequent period pharmacy claims data. See Note 7 for detail regarding amom1ts recorded to our consolidated balance sheets related to 
the risk corridor settlement and subsidies from CMS with respect to the Medicare Part D program. 
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Patient services include injury and illness care and related services as well as other healthcare services related to customer needs or as required by law. Patient services revenues are recognized in 
the period services are provided to the customer and are net of contractual allowances. 

Administrative services fees 

Administrative services fees cover the processing of claims, offering access to our provider networks and clinical programs, and responding to customer service inquiries from members of self­
funded groups. Revenues from providing administration services, also known as administrative services only, or ASO, are recognized in the period services arc performed and are net of estimated 
unco11ectib1e amounts. ASO fees are estimated by multiplying the membership covered under the various contracts by the contractual rates. Under ASO contracts, self-funded employers retain the 
risk of financing substantially all of the cost of health benefits. However, many ASO customers purchase stop loss insurance coverage from us to cover catastrophic claims or to limit aggregate annual 
costs. Accordingly, we have recorded premiums revenue and benefits expense related to these stop loss insurance contracts. We routinely monitor the collectability of specific accounts, the aging of 
receivables, as well as prevailing and anticipated economic conditions, and reflect any required adjustments in current operations. ASO fees received prior to the service period arc recorded as 
unearned revenues. 

Under our TRICARE contracts with the Department of Defense (DoD) we provide administrative services, including offering access to our provider networks and clinical programs, claim 
processing, customer service, enrollment, and other services, while the federal government retains all of the risk of the cost of health benefits. We account for revenues under our contracts net of 
estimated health care costs similar to an administrative services fee only agreement. Our contracts include fixed administrative services fees and incentive fees and penalties. Administrative services 
fees are recognized as services are performed. 

Our TRICARE members are served by both in-network and out-of-network providers in accordance with our contracts. We pay health care costs related to these services to the providers and are 
subsequently reimbursed by the DoD for such payments. We account for the payments of the federal government's claims and the related reimbursements under deposit accounting in our consolidated 
balance sheets and as a financing activity under receipts (withdrawals) from contract deposits in our consolidated statements of cash flows. For 2020, health care cost reimbursements and payments 
were each approximately $6.3 billion with payments exceeding reimbursements by $1 million. For 2019, health care cost payments of approximately $6.5 billion exceeded reimbursements of 
approximately $6.4 billion by $63 million. For 2018, health care cost reimbursements and payments were each approximately $5.6 billion with reimbursements exceeding payments by $38 millioo 
for the year. 

Receivables 

Receivables, including premium receivables, patient services revenue receivables, and ASO fee receivables, are shown net of allowances for estimated uncollectible accounts, retroactive 
membership adjustments. and contractual allowances. 

At December 31 , 2020 and 2019, accounts receivable related to services were $161 million and $141 million, respectively. For the year ended December 31, 2020, we had no material bad-debt 
expense and there were oo material contract assets, contract liabilities or deferred contract costs recorded on the consolidated balance sheet at December 31, 2020 and 2019. 

For the year ended December 31, 2020, revenue recognized from performance obligations related to prior periods (for example, due to changes in transaction price). was not material. Further, 
revenue expected to be recognized in any future year related to remaining performance obligations was not material. 
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Other Current Assets 

Other current assets includes amounts associated with Medicare Part D as discussed above and in Note 7, rebates due from pharmaceutical manufacturers and other amoW1ts due within one year. 
We accrue pharmaceutical rebates as they are earned based on contractual terms and usage of the product. The balance of pharmaceutical rebates receivable was $1.4 billion and $1.3 billion at 
December 31, 2020 aod 2019, respectively. 

Policy .Acquisition Costs 

Policy acquisition costs are those costs that relate directly to the successful acquisition of new and renewal insurance policies. Such costs include commissions, costs of policy issuance and 
W1detwriting, and other costs we incur to acquire new business or renew existing business. We expense policy acquisition costs related to our employer-group prepaid health services policies as 
incurred. These short-duration employer-group prepaid health services policies typically have a I-year term and may be canceled upon 30 days notice by the employer group. 

Long-Lived Assets 

Property and equipment is recorded at cost. Gains and losses on sales or disposals of property and equipment are included in operating costs. Certain costs related to the development or purchase 
of internal-use software are capitalized. Depreciation is computed using the straight-line method over estimated useful lives ranging from 3 to 10 years for equipment, 3 to 5 years for computer 
software, and 10 to 20 years for buildings. Improvements to leased facilities are depreciated over the shorter of the remaining lease term or the anticipated life of the improvement. 

We periodically review long-lived assets, including property and equipment and definite-lived intangible assets, for impairment whenever adverse events or changes in circumstances indicate the 
carrying value of the asset may not be recoverable. Losses are recognized for a long-lived asset to be held and used in our operations when the undiscounted future cash flows expected to result from 
the use of the asset are less than its carrying value. We recognize an impairment loss based on the excess of the carrying value over the fair value of the asset. A long-lived asset held for sale is 
reported at the lower of the carrying amoW1t or fair value less costs to sell. Depreciation expense is not recognized on assets held for sale. Losses are recognized for a long-lived asset to be abandoned 
when the asset ceases to be used. In addition, we periodically review the estimated lives of all long-lived assets for reasonableness. 

Equity Method Investments 

We use the equity method of accounting for equity investments in companies where we are able to exercise significant influence, but not control, over operating and financial policies of the 
investee. Judgment regarding the 1evel of influence over each equity method investment includes considering key factors such as our ownership interest, representation on the board of directors, 
organizational structure, participation in policy-making decisions and material intra-entity transactions. 

Generally, under the equity method, original investments in these entities are recorded at cost and subsequently adjusted by our share of equity in income or losses after the date of acquisition as 
well as capital contributions to and distributions from these companies. Our proportionate share of the net income or loss of these companies is included in consolidated net income. Investment 
amounts in excess of our share of an investee's net assets are amortized over the life of the related asset creating the excess. Excess goodwill is not amortized. 

We evaluate equity method investments for impairment whenever events or changes in circumstances indicate that the carrying amoW1t of the investment might not be recoverable. Factors 
considered by us when reviewing an equity method investment for impairment include the length of time (duration) and the extent (severity) to which the fair value of the equity method investment 
has been less than carrying value, the investee's financial condition and near-term prospects and the intent and ability to hold the investment for a period of time sufficient to allow for anticipated 
recovery. An impairment that is other-than-temporary is recognized in the period identified. 

80 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
81 of 216

Exempt from Business Proposal 
and Total Page Limits

475(E)

Humanaloc. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS----{Cootioued) 

See Note 4 for further information. 

Goodwill and Definite-Lived Intangible Assets 

Goodwill represents the unamortized excess of cost over the fair value of the net tangible and other intangible assets acquired. We are required to test at least annually for impairment at a level of 
reporting referred to as the reporting unit, and more frequently if adverse events or changes in circumstances indicate that the asset may be impaired. A reporting unit either is our operating segments 
or one level below the operating segments, referred to as a component, which comprise our reportable segments. A component is considered a reporting unit if the component constitutes a business 
for which discrete fmancial information is available that is regularly reviewed by management. We aggregate the components of an operating segment into one reporting unit if they have similar 
economic characteristics. Goodwill is assigned to the reporting units that arc expected to benefit from the specific synergies of the business combination. 

We use the one-step process to review goodwill for impairment to determine both the existence and amount of goodwill impairment, if any. Impairment tests are performed, at a minimum, in the 
fourth quarter of each year supported by our long-range business plan and annual planning process. We rely on an evaluation of future discounted cash flows to determine fair value of our reporting 
units. The fair value of our reporting units with significant goodwil1 exceeded carrying amounts by a substantial margin. However, unfavorable changes in key assumptions or combinations of 
assumptions including a significant increase in the discount rate, decrease in the long-term growth rate or substantial reduction in our underlying cash flow assumptions, including revenue growth 
rates, medical and operating cost trends, and projected operating income couJd have a significant negative impact on the estimated fair value of our clinical and provider reporting units, which 
accounted for $524 million and $761 million of goodwill, respectively. Impairment tests completed for 2020, 2019, and 2018 did not result in an impairment loss. 

Definite-lived intangible assets primarily relate to acquired customer contracts/relationships and are included with other long-term assets in the consolidated balance sheets. Definite-lived 
intangible assets arc amortized over the useful life generally using the straight-line method. We review definite-lived intangible assets for impairment under our long-lived asset policy. 

Benefits Payable and Benefrts Expense Recognition 

Benefits expense includes claim payments, capitation payments, pharmacy costs net of rebates, allocations of certain centralized expenses and various other costs incurred to provide health 
insurance coverage to members, as welt as estimates of future payments to hospitals and others for medical care and other supplemental benefits provided on or prior to the balance sheet date. 
Capitation payments represent monthly contractual fees disbursed to primary care and other providers who arc responsible for providing medical care to members. Pharmacy costs represent payments 
for members' prescription drug benefits, net of rebates from drug manufacturers. Receivables for such pharmacy rebates are included in other current assets in our consolidated balance sheets. Other 
supplemental benefits include dental, vision, aod other supplemental health products. 

We estimate the costs of our benefits expense payments using actuarial methods and assumptions based upon claim payment patterns, medical cost inflation, historical developments such as 
claim inventory levels and claim receipt patterns, and other relevant factors, and record benefit reserves for future payments. We continually review estimates of future payments relating to claims 
costs for services incurred in the current and prior periods and make necessary adjustments to our reserves. 
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Benefits expense is recognized in the period in which services are provided and includes an estimate of the cost of services which have been incurred but not yet reported, or IBNR. Our reserving 
practice is to consistently recognize the actuarial best point estimate within a level of confidence required by actuarial standards. Actuarial standards of practice generally require a level of confidence 
such that the liabilities established for IBNR have a greater probability of being adequate versus being insufficient, or such that the liabilities established for IBNR are sufficient to cover obligations 
under an assumption of moderately adverse conditions. Adverse conditions are situations in which the actual claims are expected to be higher than the otherwise estimated value of such claims at the 
time of the estimate. Therefore, in many situations, the claim amounts ultimately settled will be less than the estimate that satisfies the actuarial standards of practice. 

We develop our estimate for IBNR using actuarial methodologies and assumptions, primarily based upon historical claim experience. Depending on the period for which incurred claims are 
estimated, we apply a different method in determining our estimate. For periods prior to the most recent two months, a completion factor method uses historical paid claims patterns to estimate the 
percentage of claims incurred during a given period that have historically been adjudicated as of the reporting period. Changes in claim inventory levels and known changes in claim payment 
processes are taken into account in these estimates. For the most recent two months, the incurred claims are estimated primarily from a trend analysis based upon per member per month claims trends 
developed from our historical experience in the preceding months, adjusted for known changes in estimates of hospital admissions, recent hospital and drug utilization data, provider contracting 
changes, changes in benefit levels, changes in member cost sharing, changes in medical management processes, product mix, and workday seasonality. 

The completion factor method is used for the months of incurred claims prior to the most recent two months because the historical percentage of claims processed for those months is at a level 
sufficient to produce a consistently reliable result. Conversely, for the most recent two months of incurred claims, the volume of claims processed historically is not at a level sufficient to produce a 
reliable result, which therefore requires us to examine historical trend patterns as the primary method of evaluation. Changes in claim processes, including recoveries of overpayments. receipt cycle 
times, claim inventory levels, outsourcing, system conversions, and processing disruptions due to weather or other events affect views regarding the reasonable choice of completion factors. Claim 
payments to providers for services rendered are often net of overpayment recoveries for claims paid previously, as contractually allowed. Claim overpayment recoveries can result from many 
different factors, including retroactive enrollment activity, audits of provider billings. and/or payment errors. Changes in patterns of claim overpayment recoveries can be unpredictable and result in 
completion factor volatility. as they often impact older dates of service. The receipt cycle time measures the average length of time between when a medical claim was initially incurred and when the 
claim form was received. Increases in electronic claim submissions from providers decrease the receipt cycle time. If claims are submitted or processed on a faster (slower) pace than prior periods, 
the actual claim may be more (less) complete than originally estimated using our completion factors, which may result in reserves that are higher (lower) than required. 

Medical cost trends potentially are more volatile than other segments of the economy. The drivers of medical cost trends include increases in the utilization of hospital facilities, physician 
services, new higher priced technologies and medical procedures, and new prescription drugs and therapies, as well as the inflationary effect on the cost per unit of each of these expense components. 
Other external factors such as government-mandated benefits or other regulatory changes, the tort liability system. increases in medical services capacity, direct to consumer advertising for 
prescription drugs and medical services, an aging population, lifestyle changes including diet and smoking, catastrophes, public health emergencies, epidemics and pandemics (such as the spread of 
COVID-19) also may impact medical cost trends. Internal factors such as system conversions, claims processing cycle times, changes in medical management practices and changes in provider 
contracts also may impact our ability to accurately predict estimates of historical completion factors or medical cost trends. All of these factors are considered in estimating IBNR and in estimating 
the per member per month claims trend for purposes of determining the reserve for the most recent two months. Additionally, we continually prepare and review follow-up studies to assess the 
reasonableness of the estimates generated by our process and methods over time. The results of these studies are also considered in determining the reserve for the most recent two months. Each of 
these factors requires significant judgment by management. 
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We reassess the profitability of our contracts for providing insurance coverage to our members wheo current operating results or forecasts indicate probable future losses. We establish a premium 
deficiency reserve in current operations to the extent that the sum of expected future costs, claim adjustment expenses, and maintenance costs exceeds related future premiums under contracts without 
consideration of investment income. For purposes of determining premiwn deficiencies, contracts are grouped in a manner consistent with our method of acquiring, servicing, and measuring the 
profitability of such contracts. Losses recognized as a premium deficiency result in a beneficial effect in subsequent periods as operating losses under these contracts are charged to the liability 
previously established. Because the majority of our member contracts renew annually, we would not record a material premium deficiency reserve, except when unanticipated adverse events or 
changes in circumstances indicate otherwise. 

We believe our benefits payable are adequate to cover future claims payments required. However, such estimates are based on knowledge of current events and anticipated future events. 
Therefore, the actual liability could differ materially from the amounts provided. 

Future policy benefits payable 

Future policy benefits payable include liabilities for long-duration insurance policies primarily related to certain blocks of insurance assumed in acquisitions, primarily ]jfe and annuities in run­
off status, and are included in our consolidated balance sheet with other long-term liabilities. Prior period future policy benefits payable previously included as a separate line item has been 
reclassified to conform to the 2020 presentation. Most of these policies are subject to reinsurance as detailed in Note 19. 

Book Overdraft 

Under our cash management system, checks issued but not yet presented to banks that would result in negative bank balances when presented are classified as a current liability in the 
consolidated balance sheets. Changes in book overdrafts from period to period are reported in the consolidated statement of cash flows as a financing activity. 

Income Taxes 

We recognize an asset or liability for the deferred tax consequences of temporary differences between the tax bases of assets or liabilities and their reported amounts in the consolidated financial 
statements. These temporary differences will result in taxable or deductible amounts in future years when the reported amounts of the assets or liabilities are recovered or settled. We also recognize 
the future tax benefits such as net operating and capital loss carryforwards as deferred tax assets. A valuation allowance is provided against these deferred tax assets if it is more likely than not that 
some portion or all of the deferred tax assets will not be realized. Future years· tax expense may be increased or decreased by adjustments to the valuation allowance or to the estimated accrual for 
income taxes. Deferred tax assets and deferred tax liabilities are further adjusted for changes in the enacted tax rates. 

We record tax benefits when it is more likely than not that the tax return position taken with respect to a particular transaction will be sustained. A liability, if recorded, is not considered resolved 
until the statute of limitations for the relevant taxing authority to examine and challenge the tax position has expired, or the tax position is ultimately settled through examination, negotiation, or 
litigation. We classify interest and penalties associated with uncertain tax positions in our provision for income taxes. 

Stock-Based Compensation 

We generally recognize stock-based compensation expense, as determined on the date of grant at fair value, on a straight-line basis over the period during which an employee is required to 
provide service in exchange for the award (the vesting period). In addition, for awards with both time and performance-based conditions, we generally recognize compensation expense on a straight 
line basis over the vesting period when it is probable that the performance condition will be achieved. We estimate expected forfeitures and recognize compensation expense only 
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for those awards which are expected to vest. We estimate the grant-date fair value of stock options using the Black-Scholes option-pricing model. 

Additional detail regarding our stock-based compensation plans is included in Note 14. 

Earnings Per Common Share 

We compute basic earnings per common share on the basis of the weighted-average nwnber of unrestricted common shares outstanding. Diluted earnings per common share is computed on the 
basis of the weighted-average number of unrestricted common shares outstanding plus the dilutive effect of outstanding employee stock options and restricted shares, or units, using the treasury stock 
method. 

Additional detail regarding earnings per common share is included in Note 15. 

Fair Value 

Assets and liabilities measured at fair value are categorized into a fair value hierarchy based on whether the inputs to valuation techniques are observable or unobservable. Observable inputs 
reflect market data obtained from independent sources, while unobservable inputs reflect our own assumptions about the assumptions market participants would use. The fair value hierarchy includes 
three levels of inputs that may be used to measure fair value as described below. 

Level I - Quoted prices in active markets for identicaJ assets or liabilities. Level 1 assets and liabilities include securities that are traded in an active exchange market. 

Level 2 - Observable inputs other than Level 1 prices such as quoted prices in active markets for similar assets or liabilities, quoted prices for identical or similar assets or liabilities in 
markets that are not active, or other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities. Level 2 assets and 
liabilities include debt securities with quoted prices that are traded less frequently than exchange-traded instruments as well as debt securities whose value is determined using a pricing 
model with inputs that are observable in the market or can be derived principally from or corroborated by observable market data. 

Level 3 - Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets or liabilities. Level 3 includes assets and liabilities whose 
value is determined using pricing models, discounted cash flow methodologies, or similar techniques reflecting our own assumptions about the assumptions market participants would use as 
well as those requiring significant management judgment. 

Fair value of actively traded debt and equity securities arc based on quoted market prices. Fair value of other debt securities are based on quoted market prices of identical or similar securities or 
based on observable inputs like interest rates generally using a market valuation approach, or, less frequently, an income valuation approach and are generally classified as Level 2. We obtain at least 
one price for each security from a third party pricing service. These prices are generally derived from recently reported trades for identical or similar securities, including adjustments through the 
reporting date based upon observable market information. When quoted prices arc not available, the third party pricing service may use quoted market prices of comparable securities or discounted 
cash flow analysis, incorporating inputs that are currently observable in the markets for similar securities. Inputs that are often used in the valuation methodologies include benchmark yields, reported 
trades, credit spreads, broker quotes, default rates, and prepayment speeds. We are responsible for the determination of fair value and as such we perform analysis on the prices received from the third 
party pricing service to determine whether the prices are reasonable estimates of fair vaJue. Our analysis includes a review of monthly price fluctuations as well as a quarterly comparison of the prices 
received from the pricing service to prices rcponed by our third party invcsnnent adviser. In addition, on a quarterly basis we examine the underlying inputs and assumptions for a sample of 
individual securities across asset classes, credit rating levels, and various durations. 
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Fair value of privately held debt securities are estimated using a variety of valuation methodologies, including both market and income approaches, where an observable quoted market does not 
exist and are generally classified as Level 3. For privately-held debt securities. such methodologies include reviewing the value ascribed to the most recent financing, comparing the security with 
securities of publicly-traded companies in similar lines of business, and reviewing the underlying financial performance including estimating discounted cash flows. 

Recently Issued Accounting Pronouncements 

Recently Adopted Accounting Pronouncements 

In June 2016, the FASB issued guidance introducing a new model for recognizing credit losses on financial instruments based on an estimate of current expected credit losses. The guidance was 
effective for us beginning January I , 2020. The new current expected credit losses (CECL) model generally calls for the immediate recognition of all expected credit losses and applies to loans, 
accounts and trade receivables as well as other financial assets measured at amortized cost, loan commitments and off-balance sheet credit exposures, debt securities and other financial assets 
measured at fair value through other comprehensive income, and beneficial interests in securitized financial assets. The new guidance replaces the current incurred loss model for measuring expected 
credit losses, requires expected losses on available for sale debt securities to be recognized through an a11owance for credit losses rather than as reductions in the amortized cost of the securities, and 
provides for additional disclosure requirements. Our investment portfolio consists primarily of available for sale debt securities. We adopted the new standard effective January 1, 2020. Due to the 
high concentration of our financial assets measured at amortized cost being with the federal government resulting in zero nonpayment risk as well as our available for sale debt securities primarily 
being in an unrealized gain position, the adoption of the new standard did not have a material impact on our results of operations, financial condition, or cash flows. 

Accounting Pronouncements Effective in Future Periods 

In September 2018, the FASB issued new guidance related to accounting for long-duration contracts of insurers which revises key elements of the measurement models and disclosure 
requirements for long-duration contracts issued by insurers and reinsurers. The new guidance is effective for us beginning with annual and interim periods in 2023, with earlier adoption permitted, 
and requires retrospective application to previously issued annual and interim financial statements. We are currently evaluating the impact on our results of operations, financial position and cash 
flows. 

There are no other recently issued accounting standards that apply to us or that are expected to have a material impact on our results of operations, financial condition, or cash flows. 

3. ACQillSITIONS AND DIVESTITURES 

Acquisitions 

In the first quarter of 2020, we acquired privately held Enclara Healthcare, or Enclara, one of the nation's largest hospice pharmacy and benefit management providers for cash consideration of 
approximately $709 million, net of cash received. This resulted in a purchase price allocation to goodwill of $517 million, other intangible assets of $240 million, and net tangible liabilities assumed 
of $13 million. The goodwill was assigned to the Healthcare Services segment. The other intangible assets, which primarily consist of customer contracts, have an estimated weighted average useful 
life of 11 years. Enclara's goodwill is not amortizable as deductible expense for tax pwposes. 

Also in the first quarter of 2020, our Partners in Primary Care wholly-owned subsidiary entered into a strategic partnership with Welsh, Carson, Anderson & Stowe, or WCAS, to accelerate the 
expansion of our primary care model. The WCAS partnership opened 20 payor-agnostic, senior-focused primary care centers during 2020, and is expected to open an additional 30 over the next 2 
years. Partners in Primary Care committed to the acquisition of a non-controlling interest in the approximately $600 million entity. In addition, the agreement includes a series of put 
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and call options through which WCAS may require us to purchase their interest in the entity and, through which we may acquire WCAS's interest over the next 5 to 10 years. 

In the first quarter of 2018, we acquired the remaining equity interest in MCCl Holdings, LLC, or MCCl, a privately held management service organization and healthcare provider headquartered 
in Miami, Florida, that primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas. The purchase price consisted primarily of $169 million cash, as well as our 
existing inveshnent in MCCI and a note receivable and a revolving note with an aggregate balance of $383 million. This resulted in a purchase price allocation to goodwill of $483 million, other 
intangible assets of$80 million, and net tangible assets of$24 million. The goodwill was assigned to the Retail and Healthcare Services segments. The other intangible assets, which primarily consist 
of customer contracts, have an estimated weighted average useful life of 8 years. Goodwill is arnortizable as deductible expense for tax purposes. 

In the second quarter of 2018, we acquired Family Physicians Group, or FPG, for cash consideration of approximately $185 million, net of cash received. FPG serves Medicare Advantage and 
Managed Medicaid HMO patients in Greater Orlando, Florida with a footprint that includes clinics located in Lake, Orange, Osceola and Seminole counties. This resulted in a purchase price 
allocation to goodwill of$133 million, other intangible assets of$38 million and net tangible assets of$14 million. The goodwill was assigned to the Retail and Healthcare Services segments. The 
other intangible assets, which primarily consist of customer contracts, have an estimated weighted average useful Jife of 5 years. The purchase price a11ocations for Enclara, MCCI and FPG are final. 

During 2020 and 2019, we acquired other health and wellness related businesses which, individually or in the aggregate, have not had a material impact on our results of operations, financial 
condition, or cash flows. The results of operations and financial condition of these businesses have been included in our consolidated statements of income and consolidated balance sheets from the 
respective acquisition dates. Acquisition-related costs recognized in each of 2020, 2019 and 2018 were not material to our results of operations. For asset acquisitions the goodwill acquired is 
partially amortizab]e as deductible expenses for tax purposes. The pro forma financial information assuming the acquisitions had occurred as of the beginning of the calendar year prior to the year of 
acquisition. as well as the revenues and earnings generated during the year of acquisition, were not material for disclosure purposes. 

Sale of Closed Block of Commercial Long-Term Care Insurance Business 

On August 9, 2018, we completed the sale ofKMG to Continental General Insurance Company, or CGIC, a Texas-based insurance company wholly owned by HC2 Holdings, Inc., a diversified 
holding company. KM G's subsidiary, Kanawha Insurance Company, or KJC, included our closed block of non-strategic commercial long-term care policies. Upon closing, we funded the transaction 
with approximately $190 million of parent company cash contributed into KMG, subject to customary adjustments, in addition to the transfer of approximately $160 million of statutory capital with 
the sale. In connection with the sale ofKMG, we recognized a pretax loss, including transaction costs, of $786 million and a corresponding $452 million tax benefit. 

Prior to the sale of KMG, we entered into reinsurance contracts to transfer the risk associated with certain voluntmy benefit and financial protection products previously issued primarily by KIC 
to a third party. We transferred approximately $245 million of cash to the third party and recorded a commensurate reinsurance recoverable as a result of these transactions. The reinsurance 
recoverable was included as part of the net assets disposed. There was no material impact to operating results from these reinsurance transactions. 

KMG revenues and net income for the 2018 period prior to the date of sale were $182 million and $47 million, respectively. 
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4. EQUITY METHOD INVESTMENT 

In the third quarter of 2018, we, along with TPG Capital, or TPG, and Welsh, Carson, Anderson & Stowe, or WCAS (together, the "Sponsors"), completed the acquisitions of Kindred Healthcare, 
Inc., or Kindred, and privately-held Curo Health Services, or Curo, respectively, merging Curo with the hospice business of the Kindred at Home Division, or Kindred at Home. As part of these 
transactions, we acquired a 40% minority interest in Kindred at Home, a leading home health and hospice company, for total cash consideration of approximately $1.1 billion. 

We account for our 40% investment in Kindred at Home using the equity method of accounting. This investment is reflected in Equity method investments in our consolidated balance sheets, 
with our share of income or loss reported as Equity in net earnings in our consolidated statements of income. 

We entered into a shareholders agreement with the Sponsors that provides for certain rights and obligations of each party. The shareholders agreement with the Sponsors includes a put option 
under which they have the right to require us to purchase their interest in the joint venture beginning on July 2, 2021 and ending on July 1, 2022. Likewise, we have a call option under which we have 
the right to require the Sponsors to sell their interest in the joint venture to Humana beginning on July 2, 2022 and ending on July I, 2023. The put and call options, which arc exercisable at a fixed 
EBITDA multiple and provide a minimum return on the Sponsor's investment if exercised, are measured at fair value each period using a Monte Carlo simulation. The simulation relies on 
assumptions around Kindred at Home's equity value, risk free interest rates, volatility, and the details specific to the put and call options. The fair values of the put option and call option were $45 
million and $503 million, respectively, at December 31 , 2020 and were $28 million and $557 million, respectively, at December 31 , 2019. 

The put option is included within other long-term liabilities and the call option is included within other long-term assets. The change in fair value of the put and call options for the years ended 
December 31, 2020 and 2019 of$71 million and $(506) million, respectively, are reported as Other expense (income), net in our consolidated statements of income. 

The summarized balance sheets and statements of income at December 31, 2020 and 2019 of Kindred at Home were as follows: 

Balance sheets 

Current assets 
Non-current assets 
Current liabilities 
Non-current liabilities 
Shareholders' equity 

Statements of income 

December 31, 2020 
(in millions) 

844 $ 

4,858 

556 
2,445 
2,700 

De<:ember 31, 2019 

563 
4,967 

405 
2,637 
2,488 

For the year ended December 31, 2020 For the year ended December 31, 2019 

Revenues 
Expenses 
Net income 

87 

(in millions) 

2,972 $ 
2,552 

207 

3,100 
2,835 
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5. INVESTMENT SECURITIES 

Investment securities classified as current and long-term were as fo11ows at December 31, 2020 and 2019, respectively: 
Gross Gross 

Amortized Unrealized Unr<allud Fair 
Cost Gains Losses Value 

(In millions) 
l!mmlw:.ll,J!WI 
U.S. Treasury and other U.S. government 
corporations and agencies: 

U.S. Treasury and agency obligations $ 616 $ $ (I) $ 616 
Mortgage-backed securities 3,115 140 (!) 3,254 

Tax-exempt municipal securities 1,393 54 1,447 
Mortgage-backed securities: 

Residential 17 17 
Commercial 1,260 59 (!) 1,318 

Asset-backed securities 1,364 10 (2) 1,372 
Corporate debt securities 4,672 256 (I) 4,927 

Total debt securities $ 12,437 $ 520 $ (6) 12,951 
Common stock 815 

Total investment securities $ 13,766 

~.Jfil! 
U.S. Treasury aod other U.S. government 
corporations and agencies: 

U.S. Treasury aod agency obligations $ 353 $ $ $ 354 
Mortgage-backed securities 3,628 85 (3) 3,710 

Tax-exempt municipal securities 1,433 30 1,463 
Commercial mortgage-backed securities 786 18 804 
Asset-backed securities 1,093 3 (3) 1,093 
Corporate debt securities 3,867 82 (2) 3,947 

Total debt securities $ 11 ,160 $ 219 $ (8) 11,371 
Common stock 7 

Total investment securities $ 11,378 
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Gross unrealized losses and fair values aggregated by investment category and length of time that individual debt securities have been in a continuous unrealized loss position were as follows at 
December 31, 2020 and 2019, respectively: 

Less than 12 months 12 months or more Total 

Gross Gross Gross 
Fair Unrealized Fair Unrealized Fair Unrealized 

Value Losses Value Losses Value Losses 

(in millions) 
December 31, 2020 

U.S. Treasury and other U.S. government 
corporations and agencies: 

U.S. Treasury and agency obligations $ 225 $ (1) $ $ $ 225 $ (1) 
Mortgage-backed securities 199 (1) 199 (1) 

Tax-exempt muni.cipal securities 16 19 35 
Mortgage-backed securities: 

Residential 17 17 
Commercial 193 (I) 43 236 (1) 

Asset-backed securities 65 498 (2) 563 (2) 
Corporate debt securities 342 (1) 16 358 (1) 

Total debt securities $ 1,057 $ (4) $ 576 $ (2) $ 1,633 $ (6) 

!!mm!w:.11,1!!2 
U.S. Treasury and other U.S. government 
corporations and agencies: 

U.S. Treasury and agency obligations $ 48 $ $ 23 $ $ 71 $ 
Mortgage-backed securities 315 (1) 204 (2) 519 (3) 

Tax-exempt municipal securities 58 75 133 
Commercial mortgage-backed securities 118 36 154 
Asset-backed securities 20 607 (3) 627 (3) 
Corporate debt securities 589 (2) 155 744 (2) 

Total debt securities $ 1,148 $ (3) $ 1,100 $ (5) $ 2,248 $ (8) 

Approximately 96% of our debt securities were investment-grade quality, with a weighted average credit rating of AA- by S&P at December 31 , 2020. Most of the debt securities that were below 
investment-grade were rated BB, the higher end of the below investment-grade rating scale. Tax-exempt municipal securities were diversified among general obligation bonds of states and local 
municipalities in the United States as well as special revenue bonds issued by municipalities to finance specific public works projects such as utilities, water and sewer, transportation, or education. 
Our general obligation bonds are diversified across the United States with no individual state exceeding 1 % of our total debt securities. Our investment policy limits investments in a single issuer and 
requires diversification among various asset types. 

Our unrealized loss from all debt securities was generated from approximately 150 positions out of a total of approximately 1,520 positions at December 31 , 2020. All issuers of debt securities 
we own that were trading at an unrealized loss at December 31, 2020 remain current on all contractual payments. After taking into account these and other factors previously described, we believe 
these unrealized losses primarily were caused by an increase in market interest rates in the current markets since the time the debt securities were purchased. At December 31 , 2020, we did not intend 
to sell any debt securities with an unrealized loss position in accumulated other comprehensive income, and it is not likely that we will be required to sell these debt securities before recovery of their 
amortized 
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cost basis. Additionally, we did oot record any material credit allowances for debt securities that were io an unrealized loss position at December 31, 2020. 

The detail of realized gains (losses) related to investment securities and included within investment income was as fo11ows for the years ended December 31, 2020, 2019, and 2018: 

2020 2019 2018 
On mlUlons) 

Gross gains on investment securities $ 947 $ 129 $ 106 
Gross losses on investment securities (109) (67) (16) 

Net realized gains on investment securities $ 838 $ 62 $ 90 

Gross gains and gross losses on investment securities include both the gain resulting from the initial conversion of our prior ownership interest in certain privately held companies into common 
stock upon such companies' initial public offering, or IPO, and subsequent changes in the market value of such securities from the IPO through December 31, 2020, which combined to total 
$837 millioo and $91 million, respectively. 

All purchases of aod proceeds from investment securities for the years ended December 31, 2020 and 2019 relate to debt securities. 

There were no material other-than-temporary impairments in 2019 or 2018. 

The contractual maturities of debt securities available for sale at December 31 , 2020, regardless of their balance sheet classification, are shown below. Expected maturities may differ from 
contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties. 

Due within one year 
Due after one year through five years 
Due after five years through ten years 
Due after ten years 
Mortgage and asset-backed securities 

Total debt securities 

90 

Amortized 
Cost 

(In millions) 

Fair 
Value 

802 $ 805 
2,145 2,236 
2,247 2,396 
1,487 1,553 
5,756 5,961 

12,437 =$====1=2=,9=5=1 
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6. FAIR VALUE 

Financial Assets 

The following table swnmarizes our fair value measurements at December 31 , 2020 and 2019, respectively, for financial assets measured at fair value on a recurring basis: 
Fair Value Measurements Using 

Quoted Prices Other 
in Active Observable Unobservable 
Markets Inputs Inputs 

Fair Value (Level 1) (Level 2) (Level 3) 

(In mUlions) 
December 31, 2020 

Cash equivalents $ 4 ,548 $ 4,548 $ $ 
Debt securities: 

U .S. Treasury and other U.S. government corporations and agencies: 
U.S. Treasury and agency obligations 616 616 
Mortgage-backed securities 3,254 3,254 

Tax-exempt municipal securities 1,447 1,447 
Mortgage-backed securities: 

Residential 17 17 
Commercial 1,318 1,318 

Asset-backed securities 1,372 1,372 
Corporate debt securities 4,927 4,927 

Total debt securities 12,951 12,951 
Common stock 815 815 

Total invested assets $ 18,314 $ 5,363 $ 12,951 $ 

12mmlw:.ll,Jlll2 
Cash equivalents $ 3,660 $ 3,660 $ $ 
Debt securities: 

U.S. Treasury and other U.S. government corporations and agencies: 
U.S. Treasury and agency obligations 354 354 
Mortgage-backed securities 3,710 3,710 

Tax-exempt municipal securities 1,463 1,463 
Mortgage-backed securities: 

Commercial 804 804 
Asset-backed securities 1,093 1,093 
Corporate debt securities 3,947 3,947 

Total debt securities 11 ,371 11,371 

Common stock 7 7 

Total invested assets $ 15,038 $ 3,667 $ 11 ,371 $ 
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Financial Liabilities 

Our debt is recorded at carrying value in our consolidated balance sheets. The carrying value of our senior notes debt outstanding, net of unamortized debt issuance costs, was $6,060 million at 
December 31, 2020 and $5,366 million at December 31 , 2019. The fair value of our senior note debt was $7,352 million at December 31, 2020 and $5,916 million at December 31 , 2019. The fair 
value of our senior note debt is determined based on Level 2 inputs, including quoted market prices for the same or similar debt, or if no quoted market prices are available, on the current prices 
estimated to be available to us for debt with similar terms and remaining maturities. 

Due to the short-term nature, carrying value approximates fair value for commercial paper borrowings. The commercial paper borrowings were $600 million and $300 million at December 31, 
2020 aod December 31, 2019, respectively. 

Put and Call Options Measured at Fair Value 

The put and call options associated with our investment in Kindred at Home, which are exercisable at a fixed EBITDA multiple and provide a minimum return on the Sponsor's investment if 
exercised, are measured at fair value each period using a Monte Carlo simulation. The put and call options fair values, derived from the Monte Carlo simulation, were S4S million and $503 million, 
respectively, at December 31, 2020 and $28 million and $557 million, respectively, at December 31 , 2019. 

The significant unobservable inputs utilized in these Level 3 fair value measurements (and selected values) include the enterprise value of Kindred at Home, annualized volatility and secured 
credit rate. Enterprise value was derived from a discounted cash flow model, which utilized significant unobservable inputs for long-term net operating profit after tax margin, or NOPAT, to measure 
underlying cash flows, weighted average cost of capital and long term growth rate. The table below presents the assumptions used for each reporting period. 

Annualized volatility 
Secured credit rate 
NOPAT 
Weighted average cost of capital 
Long term growth rate 

December 31, 2020 

29.9% 
0.4% 

12.0% 
9.5% 
3.0% 

December 31, 2019 

19.8% 
2.2% 

12.0% 
10.0% 
3.0% 

The calculation ofNOPAT utilized net income plus after tax interest expense. We regularly evaluate each of the asswnptions used in establishing these assets and liabilities. Significant changes in 
assumptions for weighted average cost of capital, long term growth rates, NOPAT, volatility, credit spreads, risk free rate, and underlying cash flow estimates, could result in significantly lower or 
higher fair value measurements. A change in one of these assumptions is not necessarily accompanied by a change in another assumption. 

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis 

As disclosed io Note 3, we acquired Enclara, MCCI, FPG, and other health aod wellness related businesses during 2020, 2019, and 2018. The values of net tangible assets acquired aod the 
resulting goodwill and other intangible assets were recorded at fair value using Level 3 inputs. The majority of the tangible assets acquired and liabilities assumed were recorded at their carrying 
values as of the respective dates of acquisition, as their canying values approximated their fair values due to their short-term nature. The fair values of goodwill and other intangible assets acquired in 
these acquisitions were internally estimated primarily based on the income approach. The income approach estimates fair value based on the present value of the cash flows that the assets are 
expected to generate in the future. We developed internal estimates for the expected future cash flows and discowit rates used in the present value calculations. Other than assets acquired and 
liabilities assumed in these acquisitions, there were no material assets or liabilities measured at fair value on a nonrecurring basis during 2020, 2019, or 2018. 
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7. MEDICARE PART D 

As discussed in Note 2, we cover prescription drug benefits in accordance with Medicare Part D under multiple contracts with CMS. The accompanying consolidated balance sheets include the 
following amounts associated with Medicare Part Das of December 31, 2020 and 2019. CMS subsidies/discounts in the table below include the reinsurance and low-income cost subsidies funded by 
CMS for which we assume no risk as well as brand name prescription drug discounts for Part D plan participants in the coverage gap funded by CMS and pharmaceutical manufacturers. 

Other current assets 
Trade accounts payable and accrued expenses 

Net current asset (liability) 

Other long-tenn assets 
Other long-term liabilities 

Net long-term liability 

Total net asset (liability) 

8. PROPERTY AND EQUIPMENT, NET 

Property and equipment was comprised of the following at December 31, 2020 and 2019. 

Land 
Buildings and leasehold improvements 
Equipment 
Computer software 

Accumulated depreciation 
Property and equipment, net 

2020 

Rhk 
Corridor 

Settlement 

216 $ 
(39) 

177 
8 

(90) 
(82) 

95 $ 

2019 

CMS Rhk CMS 
Subsidies/ Corridor Subsidies/ 
Discounts Settlement Discounts 

(in mUUons) 

1,420 $ 5 $ 585 
(253) (120) (356) 

1,167 (115) 229 
6 

(61) 
(55) 

1,167 $ (170) $ 229 

2020 2019 
(In millions) 

19 $ 20 
952 874 

1,009 922 
3,514 2,799 

5,494 4,615 
(3,123) (2,660) 

2,371 $ 1,955 

Depreciation expense was $528 million in 2020, $505 million in 2019, and $444 million in 2018, including amortization expense for capitalized internally developed and purchased software of 
$351 million in 2020, $343 million in 2019, and $298 million in 2018. 
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9. GOODWILL AND OTHER INTANGIBLE ASSETS 

Changes in the carrying amount of goodwill for our reportable segments for the years ended December 31, 2020 and 2019 were as follows: 

Retail Group and Specialty Healthcare Services Total 
(In millions) 

Balance at January I, 2019 $ 1,535 $ 261 $ 2,101 $ 3,897 
Acquisitions 31 31 

Balance at December 31 , 2019 1,535 261 2,132 3,928 
Acquisitions 519 519 

Balance at December 31 , 2020 $ 1,535 $ 261 $ 2,651 $ 4,447 

The following table presents details ofour other intangible assets included in other long-term assets in the accompanying consolidated balance sheets at December 31, 2020 and 2019. 

Weighted 2020 201, 
Average Accumulated Accumulated 

Life Cost Amortization Net Cost Amortization Net 
(in millions) 

Other intangible assets: 
Customer contracts/relationships 9.5 years $ 849 s 572 $ 277 $ 646 $ 496 $ 150 
Trade names and technology 7.0 years 122 89 33 84 84 
Provider contracts 11.8 years 69 50 19 70 44 26 
Noncompetes and other 7.3 years 29 29 29 28 

Total other intangible assets 9.3 years $ 1,069 s 740 $ 329 $ 829 $ 652 $ 177 

Amortization expense for other intangible assets was approximately $88 million in 2020, $70 million in 2019, and $90 million in 2018. Amortization expense for 2018 included $12 million 
associated with the write-off of a trade name value reflecting the re-branding of certain provider assets. 

The following table presents our estimate of amortization expense for each of the five next succeeding fiscal years: 

JO.LEASES 

For the years ending December 31 , 
2021 
2022 
2023 
2024 
2025 

(in millions) 

56 
53 
40 
33 
33 

We detennine if a contract contains a lease by evaluating the nature and substance of the agreement. We lease facilities, computer hardware, and other furniture and equipment. Leases with an 
initial term of 12 months or less are not recorded on the balance sheet; we recognize lease expense for these leases on a straight-line basis over the lease term. For new lease agreements, we combine 
lease and nonlease components for all of our asset classes. 
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When portions of the lease payments are not fixed or depend on an index or rate, we consider those payments to be variable in nature. Our variable lease payments include, but are not limited to, 
common area maintenance, taxes and insurance which are not dependent upon an index or rate. Variable lease payments are recorded in the period in which the obligation for the payment is incurred. 
Most leases include options to renew, with renewal terms that can extend the lease term. The exercise of lease renewal options is at our sole discretion. Certain leases also include options to purchase 
the leased property. The depreciable life of assets and leasehold improvements are limited by the expected lease term, unless there is a transfer of title or purchase option reasonably certain of 
exercise. Our lease agreements do not contain any material residual value guarantees or material restrictive covenants. 

Right-of-use assets included within other long-term assets in our consolidated balance sheets were $437 million and $410 million at December 31 , 2020 and 2019, respectively. Operating lease 
liabilities included within trade accounts payable and accrued expenses were $129 million and $116 million at December 31, 2020 and December 31 , 2019, respectively. Additionally, operating lease 
liabilities included within other long-term liabilities were $355 million and $332 million at December 31, 2020 and December 31, 2019, respectively. The classification of our operating lease 
liabilities is based on the remaining lease term. 

For the years ended December 31, 2020 and December 31 , 2019, total fixed operating lease costs, excluding short-term lease costs, were $141 million and $154 million, respectively, and are 
included within operating costs in our consolidated statements of income. Short-term lease costs were not material for the years ended December 3 I, 2020 and December 31, 2019. In addition, for the 
years ended December 31, 2020 and December 31 , 2019, total variable operating lease costs were $92 million and $82 million, respectively, and are included within operating costs in our 
consolidated statements of income. 

We sublease facilities or partial facilities to third party tenants for space not used in our operations. For the years ended December 31, 2020 and December 31 , 2019, sublease rental income was 
$36 million and $45 million, respectively, and is included within operating costs in our consolidated statements of income. 

The weighted average remaining lease term is 5.2 years and 4.9 years with a weighted average discount rate of 3. 7% and 4.1 % at December 31, 2020 and December 31, 2019, respectively. For 
the year-ended December 31, 2020 and December 31 , 2019, cash paid for amounts included in the measurement of lease liabilities included within our operating cash flows was $146 million and 
$151 million, respectively. 

Maturity of Lease Liabilities 

2021 
2022 
2023 
2024 
2025 
Aftcr2025 

Total lease payments 
Less: Interest 

Present value of lease liabilities 

December 31, 2020 
(lnmUUons) 

146 
129 
82 
59 
41 
87 

544 
60 

484 

As most of our leases do not provide an implicit rate, we use our incremental borrowing rate, as adjusted for collateralized borrowings. based on the information available at date of adoption or 
commencement date in determining the present value of lease payments. 
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For the year ended 2018, under prior lease disclosure requirements 

We lease facilities, computer hardware, and other furniture and equipment under long-term operating leases that are noncancelJable and expire on various dates through 2046. We sublease 
facilities or partial facilities to third party tenants for space not used in our operations. Rent with scheduled escalation terms are accounted for on a straight-line basis over the ]ease term. Rent expense 
and sublease rental income, which are recorded net as an operating cost, for all operating leases were as follows for the year ended December 31 , 2018: 

11. BENEFITS PAYABLE 

Rent expense 
Sublease rental income 

Net rent expense 

2018 

(In mUllons) 

On a consolidated basis, activity io benefits payable was as follows for the years ended December 31, 2020, 2019 and 2018: 

2020 2019 

(iomiJlions) 

Balances at January I $ 6,004 $ 4,862 
Less: Reinsurance recoverables (68) (95) 
Balances at January 1, net 5,936 4,767 
Incurred related to: 

Current year 61 ,941 54,193 
Prior years (313) (336) 

Total incurred 61 ,628 53,857 
Paid related to: 

Current year (54,003) (48,421) 
Prior years (5,418) (4,267) 

Total paid (59,421) (52,688) 
Reinsurance recoverable 68 
Balances at December 31 $ 8,143 $ 6,004 

167 

(32) 

135 

$ 

$ 

2018 

4,668 

(70) 
4,598 

46,385 
(503) 

45,882 

(41,736) 
(3,977) 

(45,713) 

95 

4,862 

Amounts incurred related to prior years vary from previously estimated liabilities as the claims ultimately are settled. Negative amounts reported for incurred related to prior years result from 
claims being ultimately settled for amounts less than originally estimated (favorable development). 
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As previously discussed, our reserving practice is to consistently recognize the actuarial best estimate of our ultimate liability for claims. Actuarial standards require the use of assumptions based 
on moderately adverse experience, which generally results in favorable reserve development, or reserves that are considered redundant. We experienced favorable medical claims reserve development 
related to prior fiscal years of $313 million in 2020, $336 million in 2019, and $503 million in 2018. The table below details our favorable medical claims reserve development related to prior fiscal 
years by segment for 2020, 2019, and 2018. 

(Favorable) Unfavorable Medical Claims Resen>e 
Development 

2020 2019 2018 

Retail Segment s (266) $ (386) $ (398) 
Group and Specially Segment (47) 50 (46) 
Individual Commercial Segment (57) 
Other Businesses (2) 
Total $ (313) $ (336) $ (503) 

The medical claims reserve development for 2020, 2019, and 2018 primarily reflects the consistent application of trend and completion factors estimated using an assumption of moderately 
adverse conditions. Favorable prior period development is primarily attributed to our Medicare Advantage medical business. 

Incurred and Paid Claims Development 

The following discussion provides infonnation about incurred and paid claims development for our segments as of December 31 , 2020, net of reinsurance, as well as cumulative claim frequency 
and the total of IBNR included within the net incurred claims amounts. The information about incurred and paid claims development for the years ended December 31 , 2019 and 2018 is presented as 
supplementary information. 

Claims frequency is measured as medical fee-for-service claims for each service encounter with a unique provider identification number. Our claims frequency measure includes claims covered by 
deductibles as well as claims under capitated arrangements. Claim counts may vary based on product mix and the percentage of delegated capitation arrangements. 
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Retail Segment 

Activity in benefits payable for our Retail segment was as follows for the years ended December 31, 2020, 2019 and 2018: 
2020 2019 2018 

(in millions) 

Balances at January 1 $ 5,363 $ 4,338 $ 3,963 
Less: Reinsurance recoverables (68) (95) (70) 
Balances at January 1, oet 5,295 4,243 3,893 
Incurred related to: 

Current year 56,821 48,983 41,323 
Prior years (266) (386) (398) 

Total incurred 56,555 48,597 40,925 
Paid related to: 

Current year (49,586) (43,831) (37,189) 
Prior years (4,836) (3 ,714) (3,386) 

Total paid (54,422) (47,545) (40,575) 
Reinsurance recoverable 68 95 
Balances at December 31 $ 7,428 $ 5,363 s 4,338 

At December 31, 2020, benefits payable for our Retail segment included IBNR of approximately $4. 7 billion, primarily associated with claims incurred in 2020. The cumulative number of reported 
claims as of December 31, 2020 was approximately 133.0 million for claims incurred in 2020, 128.8 million for claims incurred in 2019, and 109.9 million for claims incurred in 2018. 
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The following tables provide information about incurred and paid claims development for the Retail segment as of December 31 , 2020, net of reinsurance. 

Claims Incurred Year 

2018 

2019 

2020 

Total 

Claims Incurred Year 

2018 $ 

2019 

2020 

Total 
All outstanding benefit liabilities before 2018, net of reinsurance 

Benefits payable, net of reinsurance 

Group and Specialty Segment 

2018 
Unaudited 

2018 
Unaudited 

Incurred Claims, Net of Reinsurance 

For the Years Ended December 31, 

41 ,323 $ 

2019 
Unaudited 

(in millions) 

40,984 $ 

48,983 

Cumulative Paid Claims, Net of Reinsurance 
For the Years Ended December 31, 

37,189 S 

2019 
Unaudited 

(inmiJlions) 

40,841 $ 

43,831 

2020 

2020 

40,946 
48,820 
56,821 

146,587 

40,946 
48,627 
49,586 

139,159 
NIA 

7,428 

Activity in benefits payable for our Group and Specialty segment, excluding military services, was as follows for the years ended December 31 , 2020, 2019 and 2018: 

Balances at January I 
Incurred related to: 

Current year 
Prior years 

Total incurred 
Paid related to: 

Current year 
Prior years 

Total paid 

Balances at December 31 

2020 

641 $ 

5,576 
(47) 

5,529 

(4,873) 
(582) 

(5,455) 
715 $ 

2019 2018 
(in millions) 

517 $ 568 

5,708 5,466 
50 (46) 

5,758 5,420 

(5,081) (4,957) 
(553) (514) 

(5,634) (5,471) 
641 $ 517 

At December 31, 2020, benefits payable for our Group and Specialty segment included IBNR of approximately $594 million, primarily associated with claims incurred in 2020. The cumulative 
number of reported claims as of December 31 , 2020 was approximately 8.6 million for claims incurred in 2020, 10.0 million for claims incurred in 2019, and 10.9 million for claims incurred in 2018. 
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The following tables provide information about incurred and paid claims development for the Group and Specialty segment as of December 31 , 2020, net of reinsurance. 

Claims Incurred Year 

2018 

2019 

2020 

Total 

Claims Incurred Year 

2018 

2019 

2020 

Total 

All outstanding benefit liabilities before 2018, net of reinsurance 

Benefits payable, net of reinsurance 

Reconciliation to Consolidated 

2018 
Unaudited 

2018 
Unaudited 

Incurred Claims, Net of Reinsurance 

For the Yean Ended December 31, 

5,466 $ 

2019 
Unaudited 

(in millions) 

5,501 $ 

5,708 

Cumulative Paid Claims, Net of Reinsurance 
For the Years Ended December 31, 

4,957 $ 

2019 
Unaudited 

(inmiJlions) 

5,487 $ 

5,081 

2020 

2020 

The reconciliation of the net incurred and paid claims development tables to benefits payable in the consolidated statement of financial position is as follows: 

Net outstanding liabilities 

Retail 
Group and Specialty 

Benefits payable, net of reinsurance 
Reinsurance recoverable on unpaid claims 

Retail 

Total benefits payable, gross 

100 

5,505 
5,657 
5,576 

16,738 

5,505 
5,645 
4,873 

16,023 
NIA 
715 

Dttember 31, 
2020 

7,428 
715 

8,143 

8,143 
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12. INCOME TAXES 

The provision for income tru<es consisted of the following for the years ended December 31, 2020, 2019 and 2018: 

2020 2019 2018 
(in millions) 

Current provision: 
Federal s 1,019 $ 560 $ 139 
States aod Puerto Rico 93 41 58 

Total current provision 1,112 601 197 
Deferred expense 195 162 194 

Provision for income taxes $ 1,307 $ 763 $ 391 

The provision for income tru<es was different from the amount computed using the federal statutory rate for the years ended December 31 , 2020, 2019 aod 2018 due to the following: 

2020 2019 2018 
(in millions) 

Income tax provision at federal statutory rate $ 982 $ 729 $ 436 
States, oet of federal benefit, and Puerto Rico 63 49 42 
Tax exempt investment income (5) (6) (II) 
Health insurance industry fee 268 243 
Nondeductible executive compensation 19 25 17 
Tax reform (39) 
KMGsale (272) 
Other, net (20) (34) (25) 

Provision for income taxes $ 1,307 $ 763 $ 391 

The tax reform law enacted on December 22, 2017, or Tax Reform Law, reduced the statutory federal corporate income tax rate to 21 percent from 35 percent, beginning in 2018, and required a 
mandatory deemed repatriation of undistributed foreign earnings. The rate reduction required a remeasurement of our net deferred tax asset. Revisions to our prior estimate for the income tax effects 
of the Tax Reform Law decreased our 2018 tax provision by approximately $39 million. 

Due to a higher tru< basis in KMG than book basis the incremental tru< benefit on the sale of KMG of $272 million resulted from a tax loss higher than the loss recorded in the statement of income 
for the year ended December 31, 2018. In addition, the amount reflects our ability to carry back the capital loss to taJ< years 2015, 2016 and 2017 at the historical tax rate of 35 percent instead of the 
current tax rate of 21 percent. 

Deferred income tax balances reflect the impact of temporary differences between the tax bases of assets or liabilities and their reported amounts in our consolidated financial statements, and are 
stated at enacted tru< rates expected to be in effect when the reported amounts are actually recovered or settled. 
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Principal components of our net deferred tax balances at December 31 , 2020 and 2019 were as follows: 

Compensation and other accrued expense 
Benefits payable 
Net operating loss carryforward 
Deferred acquisition costs 
Unearned revenues 
Other 
Capital loss carryforward 

Total deferred income tax assets 

Valuation allowance 

Total deferred income tax assets, net of valuation allowance 

Depreciable property and intangible assets 

Investment securities 
Prepaid expenses 
Future policy benefits payable 

Total deferred income tax liabilities 

Total net deferred income tax liabilities 

2020 

Assets (Liabilities) 

(in millions) 

171 $ 
87 
32 
26 
12 
II 

339 

(37) 

302 

(449) 
(418) 

(91) 
(3) 

(961) 

(659) $ 

All deferred tax liabilities and assets are classified as noncurrent in our consolidated balance sheets as other long-term liabilities at December 31, 2020 and 2019. 

2019 

Ill 
89 
42 
22 

8 
8 

281 

(45) 

236 

(329) 
(181) 

(64) 
(3) 

(577) 

(341) 

At December 31, 2020, we had approximately $86 million of net operating losses to cany forward. These loss carryforwards, if not used to offset future taxable income, will expire from 2024 
through 2031. Due to limitations and uncertainty regarding our ability to use some of the loss carryforwards and certain other deferred tax assets, a valuation allowance of $3 7 million was established. 
For the remainder of the net operating loss carryforwards and other cwnulative temporary differences, based on our historical record of producing taxable income and profitability, we have concluded 
that future operating income will be sufficient to recover these deferred tax assets. 

We file income tax returns in the United States and Puerto Rico. The U.S. Internal Revenue Service, or IRS, has completed its examinations of our consolidated income tax returns for 2017 and 
prior years. Our 2018 and 2019 tax returns arc in the post-filing review period under the Compliance Assurance Process, or CAP. Our 2020 tax return is under advance review by the IRS under CAP. 
With a few exceptions, which are immaterial in the aggregate, we no longer are subject to state, local and foreign tax examinations for years before 2017. We are not aware of any material 
adjustments that may be proposed as a result of any ongoing or future examinations. We do not have material uncertain tax positions reflected in our consolidated balance sheets. 
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13.DEBT 

The canying value of debt outstanding was as follows at December 31, 2020 and 2019: 

Short-tenn debt: 
Commercial paper 
Senior notes: 

$400 million, 2.50% due December 15, 2020 
Total short-term debt 

Long-term debt: 
Senior notes: 

$600 million, 3.15% due December I, 2022 
$400 million, 2.90% due December 15, 2022 
$600 million, 3.85% due October I, 2024 
$600 million, 4.50% due April I , 2025 
$600 million, 3.95% due March 15, 2027 
$500 million, 3.125% due August 15, 2029 
$500 million, 4.875% due April I, 2030 
$250 million, 8.15% due June 15, 2038 
$400 million, 4.625% due December I , 2042 
$750 million, 4.95% due October I, 2044 
$400 million, 4.80% due March 15, 2047 
$500 million, 3.95% due August 15, 2049 

Total long-tenn debt 

Maturities of the short-term and long-term debt for the years ending December 31, are as follows: 

Senior Notes 

For the years ending December 31, 

2021 
2022 
2023 
2024 
2025 
Thereafter 

$ 

$ 

$ 

$ 

(in millions) 

2020 

600 
1,000 

600 
600 

3,900 

In December 2020, we repaid $400 million aggregate principal amount of our 2.5% senior notes due on their maturity date of December 15, 2020. 

(in millions) 

600 $ 

600 $ 

598 $ 
398 
598 
595 

596 
495 
494 
262 
396 
739 
396 
493 

6,060 $ 

2019 

300 

399 

699 

598 
397 
597 

595 
495 

262 
396 
739 
396 
492 

4,967 

In March 2020, we issued $600 million of 4.500% senior notes due April I, 2025 and $500 million of 4.875% senior notes due April 1, 2030. Our net proceeds, reduced for the underwriters' 
discount and commission and offering expenses paid, were approximately $1,088 million as of December 31 , 2020. We used the net proceeds for general corporate purposes. 
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Our senior notes, which are unsecured, may be redeemed at our option at any time at 100% of the principal amount plus accrued interest and a specified make-whole amount. The 8.15% senior 
notes are subject to an interest rate adjustment if the debt ratings assigned to the notes are downgraded ( or subsequently upgraded). In addition, our senior notes contain a change of control provision 
that may require us to purchase the notes under certain circumstances. 

Credit Agreement 

Our 5-year, $2.0 billion unsecured revolving credit agreement expires May 2022. Under the credit agreement, at our option, we can borrow on either a competitive advance basis or a revolving 
credit basis. The revolving credit portion bears interest at either LIBOR plus a spread or the base rate plus a spread. If drawn upon, the revolving credit would revert to using the alternative base rate 
once LIBOR is discontinued. The LIBOR spread, currently 110.0 basis points, varies depending on our credit ratings ranging from 91.0 to 150.0 basis points. We also pay an annual facility fee 
regardless of utilization. This facility fee, currently 15.0 basis points, may fluctuate between 9.0 and 25.0 basis points, depending upon our credit ratings. The competitive advance portion of any 
borrowings will bear interest at market rates prevailing at the time of borrowing on either a fixed rate or a floating rate based on LIBOR, at our option. 

The terms oftbe credit agreement include standard provisions related to conditions of borrowing which could limit our ability to borrow additional funds. In addition, the credit agreement contains 
customacy restrictive covenants and a financial covenant regarding maximwn debt to capitalization of 50% as well as customary events of default. We are in compliance with this financial covenant, 
with an actual debt to capitalization of 33% as measured in accordance with the credit agreement as of December 31 , 2020. Upon our agreement with one or more financial institutions, we may 
expand the aggregate commitments under the credit agreement to a maximum of $2.5 billion, through a $500 million incremental loan facility. 

At December 31, 2020, we had no borrowings and no letters of credit outstanding under the credit agreement. Accordingly, as of December 31 , 2020, we had $2 billion of remaining 
borrowing capacity (which excludes the uncommitted $500 mi11ion incremental loan facility under the credit agreement), none of which would be restricted by our financial covenant compliance 
requirement. We have other customary, arms-length relationships, including fmancial advisory and banking, with some parties to the credit agreement. 

Commercial Paper 

Under our commercial paper program we may issue short-term, unsecured commercial paper notes privately placed on a discount basis through certain broker dealers at any time not to exceed $2 
billion. Amounts available under the program may be borrowed, repaid and re-borrowed from time to time. The net proceeds of issuances have been and are expected to be used for general corporate 
purposes. The maximum principal amount outstanding at any one time during the year ended December 31 , 2020 was $600 million, with $600 million outstanding at December 31 , 2020 compared to 
$300 million outstanding at December 31 , 2019. The outstanding commercial paper at December 31 , 2020 had a weighted average annual interest rate of0.34%. 

Term Note 

In February 2020, we entered into a new $1 billion term loan commitment with a bank that matures I year after the first draw, subject to a I year extension. In March 2020, we made a draw on 
the entire term loan commitment of $1 billion. The facility fee, interest rate and financial covenants are consistent with those of our revolving credit agreement. The note was prepayable without 
penalty. We repaid the$ I billion outstanding balance in November 2020. 
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We have defined contribution retirement savings plans covering eligible employees which include matching contributions based on the amount of our employees• contributions to the plans. The 
cost of these plans amounted to approximately $236 million in 2020, $221 million in 2019, and $197 million in 2018. The Company's cash match is invested pursuant to the participant's contribution 
direction. Based on the closing price of our common stock of $410.27 on December 31, 2020, approximately 10% of the retirement and savings plan's assets were invested in our common stock, or 
approximately 1.5 million shares, representing approximately 1.2% of the shares outstanding as of December 3 I , 2020. At December 3 I , 2020, approximately 1.3 million shares ofour common stock 
were reserved for issuance under our defined contribution retirement savings plans. 

Stock-Based Compensation 

We have plans under which options to purchase our common stock and restricted stock units have been granted to executive officers, directors and key employees. Awards generally require both 
a change in control and termination of employment within 2 years of the date of the change in control to accelerate the vesting, including those granted to retirement-eligible participants. 

The terms and vesting schedules for stock-based awards vary by type of grant. Generally, the awards vest upon time-based conditions. We have also granted awards to certain employees that vest 
upon a combination of time and perfonnance-based conditions. The stock awards of retirement-eligible participants are generally earned ratably over the service period for each tranche. Accordingly, 
upon retirement the earned portion of the current tranche will continue to vest on the originally scheduled vest date and any remaining unearned portion of the award will be forfeited. Our equity 
award program includes a retirement provision that generally treats employees with a combination of age and years of services with the Company totaling 65 or greater, with a minimum required age 
of 55 and a minimum requirement of 5 years of service, as retirement-eligible. Upon exercise. stock-based compensation awards are settled with authorized but unissued company stock or treasury 
stock. 

The compensation expense that has been charged against income for these plans was as follows for the years ended December 31, 2020, 2019, and 2018: 

2020 2019 2018 

(in millions) 

Stock-based compensation expense by type: 
Restricted stock $ 171 $ 152 s 124 
Stock options 10 11 13 

Total stock-based compensation expense 181 163 137 
Tax benefit recognized (29) (35) (21) 

Stock-based compensation expense, net of tax $ 152 $ 128 $ 116 

The tax benefit recognized in our consolidated financial statements is based on the amount of compensation expense recorded for book purposes, subject to limitations on the deductibility of 
annual compensation in excess of $500,000 per employee as mandated by the Health Care Reform Law. The actual tax benefit realized in our tax return is based on the intrinsic value, or the excess of 
the market value over the exercise or purchase price, of stock options exercised and restricted stock vested during the period, subject to limitations on the deductibility of annual compensation in 
excess of $500,000 per employee as mandated by the Health Care Reform Law. The actual tax benefit realized for the deductions taken on our tax returns from option exercises and restricted stock 
vesting totaled $32 million in 2020, $25 million in 2019, and $49 million in 2018. There was no capitalized stock-based compensation expense during these years. 
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At December 31, 2020, there were 11.7 millioo shares reserved for stock award plans uoder the Humana loc. 2011 Stock loceotive Piao, or 2011 Piao, aod 15.9 millioo shares reserved for stock 
award plans under the Humana Inc. 2019 Stock Incentive Plan, or 2019 Plan. These reserved shares included giving effect to, under the 2011 Piao, 3.9 million shares of common stock available for 
future grants assuming all stock options were granted or 1.7 million shares available for future grants assuming all restricted stock were granted. These reserved shares included giving effect to. under 
the 2019 Plan, 14.4 million shares of common stock available for future grants assuming all stock options were granted or 4.3 million shares available for future grants assuming all restricted stock 
were granted. Shares may be issued from authorized but uoissued company stock or treasury stock. 

Restricted Stock 

Restricted stock is granted with a fair value equal to the market price of our common stock on the date of grant and generally vests in equal annual tranches over a three year period from the date 
of grant. Certain of our restricted stock grants also include performance-based conditions generally associated with return on invested capital and strategic membership growth. Restricted stock units 
have forfeitable dividend equivalent rights equal to the dividend paid on common stock. The weighted-average grant date fair value of our restricted stock was $354.66 in 2020, $302.09 in 2019, aod 
$276.62 io 2018. Activity forour restricted stock was as follows for the year ended December 31 , 2020: 

Nonvestcd restricted stock at December 31, 2019 
Granted 
Vested 
Forfeited 

Nonvestcd restricted stock at December 31, 2020 

Approximately 33% of the nonvested restricted stock at December 31, 2020 included performance-based conditions. 

Shares 
(shares In thousands) 

976 $ 
471 

(486) 
(50) 

911 $ 

Weighted­
Average 

Grant-Date 
Fair Value 

245.21 
354.66 
274.80 
303.74 

282.81 
======= 

The fair value of shares vested was $191 million during 2020, $141 million during 2019, and $298 million during 2018. Total compensation expense not yet recognized related to nonvested 
restricted stock was $175 million at December 31, 2020. We expect to recognize this compensation expense over a weighted-average period of approximately I. 7 years. There are no other contractual 
terms covering restricted stock once vested. 

Stock Options 

Stock options are granted with an exercise price equal to the fair market value of the underlying common stock on the date of grant. Our stock plans, as approved by the Board of Directors and 
stockholders. define fair market va]ue as the average of the highest and lowest stock prices reported on the composite tape by the New York Stock Exchange on a given date. Exercise provisions vary. 
but most options vest in whole or in part 1 to 3 years after grant and expire 7 years after grant. 
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The weighted-average fair value of each option granted during 2020, 2019, and 2018 is provided below. The fair value was estimated oo the date of grant using the Black-Scholes pricing model 
with the weighted-average assumptions indicated below: 

2020 2019 2018 

Weighted-average fair value at grant date $ 69.73 $ 68.53 $ 63.67 
Expected option life (years) 4.0 years 4.1 years 4.1 years 
Expected volatility 24.9 % 25.5 % 26.1 % 
Risk-free interest rate at grant date 1.2% 2.4% 2.5% 
Dividend yield 0.7% 0.7% 0.7% 

We calculate the expected term for our employee stock options based on historical employee exercise behavior and base the risk-free interest rate on a traded zero-coupon U.S. Treasury bond 
with a term substantially equal to the option's expected term. 

The volatility used to value employee stock options is based on historical volatility. We calculate historical volatility using a simple-average calculation methodology based on daily price 
intervals as measured over the expected term of the option. 

Activity for our option plans was as follows for the year ended December 31, 2020: 

Options outstanding at December 31, 2019 
Granted 
Exercised 
Forfeited 

Options outstanding at December 31, 2020 

Options exercisable at December 31 , 2020 

ShaRS Under 
Option 

Weighted-Average 
Exercise Price 

(shares la thousands) 

493 $ 

111 
(276) 

(5) 

323 

100 S 

250.46 
350.79 
221.15 
307.96 

309.04 ! 
277.51 

As of December 31, 2020, outstanding stock options, substantially all of which are expected to vest, had an aggregate intrinsic value of $32 million, and a weighted-average remaining contractual 
term of 4.9 years. As of December 31 , 2020, exercisable stock options had an aggregate intrinsic value of $13 million, and a weighted-average remaining contractual term of 3.8 years. The total 
intrinsic value of stock options exercised during 2020 was $51 million, compared with $43 million during 2019 and $43 million during 2018. Cash received from stock option exercises totaled $61 
million in 2020, $58 million in 2019, and $50 million in 2018. 

Total compensation expense not yet recognized related to nonvested options was $9 million at December 31 , 2020. We expect to recognize this compensation expense over a weighted-average 
period of approximately I . 7 years. 
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IS. EARNINGS PER COMMON SHARE COMPUTATION 

Detail supporting the computation of basic and diluted earnings per common share was as follows for the years ended December 31, 2020, 2019 and 2018: 

Net income available for common stockholders 
Weighted-average outstanding shares of common stock used to 
compute basic earnings per common share 
Dilutive effect of: 

Employee stock options 
Restricted stock 

Shares used to compute diluted earnings per common share 

Basic earnings per common share 

Diluted eam.ings per common share 

Number of antidilutive stock options and restricted stock awards 
excluded from computation 

16. STOCKHOLDERS' EQUITY 

Dividends 

$ 

$ 

$ 

2020 

3,367 

132,199 

92 
721 

133,012 

25.47 

25.31 

238 

2019 
(dollars in millions, es.cept per 

common share results, number or 
shares/options ia thousaods) 

$ 2,707 

134,055 

107 
565 

134,727 

$ 20.20 

$ 20.10 

478 

2018 

$ 

$ 

$ 

The following table provides details of dividend payments, excluding dividend equivalent rights, in 2018, 2019, and 2020 under our Board approved quarterly cash dividend policy: 

Pa6::i:t Amount Total 
per Share Amouat 

(in millions) 

2018 $1.90 $262 
2019 $2.15 $289 
2020 $2.43 $322 

1,683 

137,486 

194 
723 

138,403 

12.24 

12.16 

223 

In November 2020, the Board declared a cash dividend of $0.625 per share that was paid oo January 29, 2021 to stockholders of record on December 31, 2020, for an aggregate amount of $81 
million. Declaration and payment of future quarterly dividends is at the discretion of our Board and may be adjusted as business needs or market conditions change. 

In February 2021 , the Board declared a cash dividend of $0. 70 per share payable on April 30, 2021 to stockholders of record on March 3 I, 2021. 

Stock Repurchases 

Our Board of Directors may authorize the purchase of our common shares. Under our share repurchase authorization, shares may have been purchased from time to time at prevailing prices in 
the open market, by block purchases, through plans designed to comply with Rule !Ob5-1 under the Securities Exchange Act of 1934, as amended, or in privately-negotiated transactions (including 
pursuant to accelerated share repurchase agreements with investment banks), subject to certain regulatory restrictions on volume, pricing, and timing. 

On December 14, 2017, our Board of Directors authorized the repurchase of up to $3.0 billion of our common shares expiring on December 31 , 2020, exclusive of shares repurchased in 
connection with employee stock plans. 
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On December 21 , 2017, we entered into an accelerated stock repurchase agreement, the December 2017 ASR, with Bank of America, N.A., or BofA, to repurchase $1.0 billion of our common 
stock as part of the $3.0 billion share repurchase program authorized on December 14, 2017. On December 22, 2017, we made a payment of $1.0 billion to BofA from available cash on hand and 
received an initial delivery of 3.28 million shares of our common stock from BofA based on the then current market price of Hwnana common stock. The payment to Boft\ was recorded as a 
reduction to stockholders' equity, consisting of an $800 million increase in treasury stock, which reflected the value of the initial 3.28 million shares received upon initial settlement, and a 
$200 million decrease in capital in excess of par value, which reflected the value of stock held back by BofA pending final settlement of the December 2017 ASR. Upon settlement of the ASR on 
March 26, 2018, we received an additional 0.46 million shares as determined by the average daily volume weighted-average share price of our common stock during the term of the ASR Agreement, 
less a discount, of $267.55, bringing the total shares received under this program to 3. 74 million. In addition, upon settlement we reclassified the $200 million value of stock initially held back by 
BofA from capital in excess of par value to treasury stock. 

On November 28, 2018, we entered into an accelerated stock repurchase agreement, the November 2018 ASR, with Goldman Sachs to repurchase $750 million of our common stock as part of 
the $3.0 billion share repurchase program authorized by the Board of Directors on December 14, 2017. On November 29, 2018, we made a payment of$750 million to Goldman Sachs from available 
cash on band and received an initial delivery of 1.94 million shares of our common stock from Goldman Sachs. The payment to Goldman Sachs was recorded as a reduction to stockholders' equity, 
consisting of a $600 million increase in treasury stock, which reflected the value of the initial 1.94 million shares received upon initial settlement, and a $1 SO million decrease in capital in excess of 
par value, which reflected the value of stock held back by Goldman Sachs pending final settlement of the November 2018 ASR. Upon final settlement of the November 2018 ASR on February 28, 
2019, we received an additional 0.6 million shares as determined by the average daily volume weighted-averages share price of our common stock during the term of the agreement, less a discount, of 
$295.15, bringing the total shares received under this program to 2.54 million. In addition, upon settlement we reclassified the $150 million value of stock initially held back by Goldman Sachs from 
capital in excess of par value to treasury stock. 

On July 30, 2019, the Board of Directors replaced a previous share repurchase authorization ofup to $3 billion (of which approximately $1.03 billion remained unused) with a new authorization for 
repurchases of up to $3 billion of our common shares exclusive of shares repurchased in connection with employee stock plans, expiring on June 30, 2022. 

On July 31, 2019, we entered into an accelerated stock repurchase agreement, the July 2019 ASR, with Citibank, N.A., or Citi, to repurchase $1 billion ofour common stock as part of the $3 billion 
repurchase program authorized by the Board of Directors on July 30, 2019. On August 2, 2019, we made a payment of$! billion to Citi and received an initial delivery of2.7 million shares ofour 
common stock. We recorded the payment to Citi as a reduction to stockholders' equity, consisting of an $800 million increase in treasury stock, which reflected the value of the initial 2.7 million 
shares received upon initial settlement, and a $200 million decrease in capital in excess of par value, which reflected the value of stock held back by Citi pending final settlement of the July 2019 
ASR. Upon final settlement of the July 2019 ASR on December 26, 2019, we received an additional 0.7 million shares as determined by the average daily volume weighted-averages share price of 
our common stock during the term of the agreement, less a discount, of $296.19, bringing the total shares received under the July 2019 ASR to 3.4 million. In addition, upon settlement we reclassified 
the $200 million value of stock initially held back by Citi from capital in excess of par value to treasury stock. 

On December 22, 2020, we entered into separate accelerated stock repurchase agreements, ("the December 2020 ASR Agreements"), with Citibank, N.A., or Citi, and JPMorgan Chase Bank, or 
JPM, to repurchase $1.75 billion ofour common stock as part of the $3 billion repurchase program authorized by the Board of Directors on July 30, 2019. On December 23, 2020, in accordance with 
the December 2020 ASR Agreements, we made a payment of$1 .75 billion ($875 million to Citi and $875 million to JPM) and received an initial delivery of3.8 million shares of our common stock 
(1.9 million shares each from Citi and JPM). We recorded the payments to Citi and JPM as a reduction to stockholders' equity, consisting of an $1.5 billion increase in treasury stock, which reflects 
the value of the initial 3.8 million shares received upon initial settlement, and a $262.5 million decrease in 
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capital in excess of par value, which reflects the value of stock held back by Citi and JPM pending final settlement of the December 2020 ASR Agreements. The final number of shares that we may 
receive, or be required to remit, under the December 2020 ASR Agreements, will be determined based on the daily volume-weighted average share price of our common stock over the term of the 
December 2020 ASR Agreements, less a discount and subject to adjustments pursuant to the terms and conditions of the December 2020 ASR Agreements. We expect final settlement under the 
December 2020 Agreements to occur during the second quarter of 2021 . The December 2020 Agreements contain provisions customary for agreements of this type. including provisions for 
adjustments to the transaction terms upon certain specified events, the circumstances generally under which final settlement of the agreement may be accelerated, extended, or terminated early by 
Citi, JPM or Humana as well as various acknowledgments and representations made by the parties to each other. At final settlement, under certain circumstances, we may be entitled to receive 
additional shares of our common stock from Citi and JPM or we may be required to make a payment. lfwe are obligated to make a payment, we may elect to satisfy such obligation in cash or shares 
of our common stock. 

On February 18, 2021, the Board of Directors replaced the previous share repurchase authorization of up to $3 billion (of which approximately S250 million remained unused) with a new 
authorization for repurchases of up to $3 billion of our common shares exclusive of shares repurchased in connection with employee stock plans, expiring as of February 18, 2024. 

Excluding shares acquired in connection with employee stock plans, share repurchases were as follows during the years ended December 31, 2020, 2019 and 2018. 

2020 2019 2018 

Authorization Date Purchase Not to Exceed Shares Cost Shares Cost Shares Cost 
(in millions) 

December 2017 3,000 $ $ 3.07 $ 1,024 
July 2019 3,000 3.80 1,750 3.40 1,000 

Total repurchases 3.80 $ 1,750 3.40 $ 1,000 3.07 $ 1,024 

In connection with employee stock plans, we acquired 0.2 million common shares for $70 million in 2020, 0.2 million common shares for $70 million in 2019, and 0.4 million common shares for 
$116 million in 2018. 

Regulatory Requirements 

Certain of our subsidiaries operate in states that regulate the payment of dividends, loans, or other cash transfers to Hwnana Inc .• our parent company, and require minimwn levels of equity as 
well as limit investments to approved securities. The amount of dividends that may be paid to Humana Inc. by these subsidiaries, without prior approval by state regulatory authorities, or ordinary 
dividends, is limited based on the entity's level of statutory income and statutory capital and surplus. If the dividend, together with other dividends paid within the preceding twelve months, exceeds a 
specified statutory limit or is paid from sources other than earned surplus, it is generally considered an extraordinary dividend requiring prior regulatory approval. In most states, prior notification is 
provided before paying a dividend even if approval is not required. 

Although minimum required levels of equity are largely based on premium volume, product mix, and the quality of assets held, minimwn requirements vary significantly at the state level. Our 
state regulated insurance subsidiaries had aggregate statutory capital and surplus of approximately $9.4 billion and $8.0 billion as of December 31, 2020 and 2019, respectively, which exceeded 
aggregate minimum regulatory requirements of $7.0 billion and $5.9 billion, respectively. The amount of ordinary dividends that may be paid to our parent company in 2021 is approximately $1.4 
billion in the aggregate. The amount, timing and mix of ordinary and extraordinary dividend payments will vary due to state regulatory requirements, the level of excess statutory capital and surplus 
and expected future surplus requirements related to, for example, premium volume and product mix. Actual 
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dividends that were paid to our parent company were approximately $1.3 billion in 2020, $1.8 billion in 2019, and $2.3 billion in 2018. 

17. COMMITMENTS, GUARANTEES AND CONTINGENCIES 

Purchase Obligations 

We have agreements to purchase services, primarily information technology related services, or to make improvements to real estate, in each case that are enforceable and legally binding on us 
and that specify all significant tenns, including: fixed or minimum levels of service to be purchased; fixed, minimum or variable price provisions; and the appropriate timing of the transaction. We 
have purchase obligation commitments of$291 million in 2021, $250 million in 2022, $138 million in 2023, $77 million in 2024, and $51 million in 2025. Purchase obligations exclude agreements 
that are cancellable without penalty. 

Off-Balance Sheet Arrangements 

As part of our ongoing business, we do not participate or knowingly seek to participate in transactions that generate relationships with unconsolidated entities or financial partnerships, such as 
entities often referred to as structured finance or special purpose entities, or SPEs, which would have been established for the purpose of faci1itating off-balance sheet arrangements or other 
contractually narrow or limited purposes. As of December 31, 2020, we were not involved in any SPE transactions. 

Guarantees and lndemnificadons 

Through indemnity agreements approved by the state regulatory authorities, certain of our regulated subsidiaries generally are guaranteed by Humana Inc., our parent company, in the event of 
insolvency for (I) member coverage for which premium payment has been made prior to insolvency; (2) benefits for members then hospitalized until discharged; and (3) payment to providers for 
services rendered prior to insolvency. Our parent also has guaranteed the obligations of certain of our non-regulated subsidiaries and funding to maintain required statutory capital levels of certain 
regulated subsidiaries. 

In the ordinary course of business, we enter into contractual arrangements under which we may agree to indemnify a third party to such arrangement from any losses incurred relating to the 
services they perform on behalf of us, or for losses arising from certain events as defined within the particular contract, which may include, for example, litigation or claims relating to past 
perfonnance. Such indemnification obligations may not be subject to maximum loss clauses. Historically, payments made related to these indemnifications have been immaterial. 

Government Contracts 

Our Medicare products, which accounted for approximately 82% of our total premiums and services revenue for the year ended December 31, 2020, primarily consisted of products covered 
under the Medicare Advantage and Medicare Part D Prescription Drug Plan contracts with the federal govermnent. These contracts are renewed generally for a calendar year term unless CMS notifies 
us of its decision not to renew by May I of the calendar year in which the contract would end, or we notify CMS of our decision not to renew by the first Monday in June of the calendar year in which 
the contract would end. All material contracts between Humana and CMS relating to our Medicare products have been renewed for 2021, and all of our product offerings filed with CMS for 2021 
have been approved. 

CMS uses a risk-adjustment model which adjusts premiums paid to Medicare Advantage, or MA, plans according to health status of covered members. The risk-adjustment model, which CMS 
implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA), generally pays more where a plan's membership has higher 
expected costs. Under this model, rates paid to MA plans are based on actuarially determined bids, which include a process whereby our prospective payments are based on our estimated cost of 
providing standard Medicare-covered benefits to an enrollee with a "national average risk profile." That baseline payment amount is adjusted to reflect the health status of our enrolled membership. 
Under the 
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risk-adjustment methodology, all MA plans must collect from providers and submit the necessary diagnosis code information to CMS within prescribed deadlines. The CMS risk-adjustment model 
uses the diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS adjusts for coding pattern differences between the health plans and the government fee-for-service 
program. We generally rely on providers. including certain providers in our network who are our employees. to code their claim submissions with appropriate diagnoses, which we send to CMS as the 
basis for our payment received from CMS under the actuarial risk-adjustment model. We also rely on these providers to document appropriately all medical data. including the diagnosis data 
submitted with claims. In addition, we conduct medical record reviews as part of our data and payment accuracy compliance efforts, to more accurately reflect diagnosis conditions under the risk 
adjustment model. These compliance efforts include the internal contract level audits described in more detail below, as well as ordinary course reviews of our internal business processes. 

CMS is phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System. or RAPS, to diagnoses data from the Encounter Data System. or 
EDS. The RAPS process requires MA plans to apply a filter logic based oo CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions through EDS, CMS requires MA 
plans to submit all the eocouoter data and CMS will apply the risk adjustment filtering logic to determine the risk scores. For 2020, 50% of the risk score was calcnlated from claims data submitted 
through EDS. CMS increased that percentage to 75% for 2021 and will complete the phased-in transition from RAPS to EDS by using only EDS data to calculate risk scores in 2022. The phase-in 
from RAPS to EDS could result in different risk scores from each dataset as a result of plan processing issues, CMS processing issues, or filtering logic differences between RAPS and EDS, and 
could have a material adverse effect on our results of operations, financial position, or cash flows. 

CMS and the Office of the Inspector General of Health and Human Services, or HHS-OIG, are continuing to perform audits of various companies' selected MA contracts related to this risk 
adjustment diagnosis data. We refer to these audits as Risk-Adjustment Data Validation Audits, or RADV audits. RADV audits review medical records in an attempt to validate provider medical 
record documentation and coding practices which influence the calculation of premium payments to MA plans. 

In 2012, CMS released a "Notice of Final Payment Error Calculation Methodology for Part C Medicare Advantage Risk Adjustment Data Validation (RADY) Contract-Level Audits." The 
payment error calculation methodology provided that, in calculating the economic impact of audit results for an MA contract, if any, the results of the RADY audit sample would be extrapolated to 
the entire MA contract after a comparison of the audit results to a similar audit of the government's traditional fee-for-service Medicare program, or Medicare FFS. We refer to the process of 
accounting for errors in FFS claims as the "FFS Adjuster." This comparison ofRADV audit results to the FFS error rate is necessary to determine the economic impact, if any, ofRADV audit results 
because the government used the Medicare FFS program data set. including any attendant errors that are present in that data set, to estimate the costs of various health status conditions and to set the 
resulting adjustments to MA plans' payment rates in order to establish actuarial equivalence in payment rates as required under the Medicare statute. CMS already makes other adjustments to 
payment rates based on a comparison of coding pattern differences between MA plans and Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus the 
Medicare FFS program dataset). 

The final RADY extrapolation methodology, including the first application of extrapolated audit results to determine audit settlements, is expected to be applied to CMS RADY contract level 
audits conducted for contract year 2011 and subsequent years. CMS is cmrently conducting RADY contract level audits for certain of our Medicare Advantage plans. 

Estimated audit settlements are recorded as a reduction of premiums revenue in our consolidated statements of income, based upon available information. We perform internal contract level 
audits based on the RADY audit methodology prescribed by CMS. Included in these internal contract level audits is an audit of our Private Fee-For Service business which we used to represent a 
proxy of the FFS Adjuster which has not yet been finalized. We based our accrual of estimated audit settlements for each contract year on the results of these internal contract level audits and update 
our estimates as each audit is completed. Estimates derived from these results were not material to our 
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results of operations, financial position, or cash flows. We report the results of these internal contract level audits to CMS, including identified overpayments, if any. 

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which we refer to as the "Proposed Rule") related to, among other things, the RADV audit methodology 
described above. If implemented, the Proposed Rule would use extrapolation in RADY audits applicable to payment year 2011 contract-level audits and all subsequent audits, without the application 
of a FFS Adjuster to audit findings. We believe that the Proposed Rule fails to address adequately the statutory requirement of actuarial equivalence, and have provided substantive comments to CMS 
on the Proposed Rule as part of the notice-and-comment rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any related regulatory, industry or company 
reactions, could have a material adverse effect on our results of operations, financial position, or cash flows. 

In addition, as part of our internal compliance efforts, we routinely perform ordinruy course reviews of our internal business processes related to, among other things, our risk coding and data 
submissions in connection with the risk adjustment model. These reviews may also result in the identification of errors and the submission of corrections to CMS, that may, either individually or in 
the aggregate, be material. As such, the result of these reviews may have a material adverse effect on our results of operations, financial position, or cash flows. 

We believe that CMS's statements and policies regarding the requirement to report and return identified overpayments received by MA plans are inconsistent with CMS's 2012 RADY audit 
methodology, and the Medicare statute's requirements. These statements and policies, such as certain statements contained in the preamble to CMS's final rule release regarding Medicare Advantage 
and Part D prescription drug benefit program regulations for Contract Year 2015 (which we refer to as the "Overpayment Rule"), and the Proposed Rule, appear to equate each Medicare Advantage 
risk adjustment data error with an "overpayment" without addressing the principles underlying the FFS Adjuster referenced above. On September 7, 2018, the Federal District Court for the District of 
Columbia vacated CMS's Overpayment Ruic, concluding that it violated the Medicare statute, including the requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary 
and capricious in departing from CMS's RADV methodology without adequate explanation (among other reasons). CMS has appealed the decision to the Circuit Court of Appeals. 

We will continue to work with CMS to ensure that MA plans are paid accurately and that payment model principles are in accordance with the requirements of the Social Security Act, which, if 
not implemented correctly could have a material adverse effect on our results of operations, financial position, or cash flows. 

At December 31, 2020, our military services business, which accounted for approximately 1 % of our total premiums and services revenue for the year ended December 31, 2020, primarily consisted 
of the TRJCARE T2017 East Region contract. The T2017 East Region contract comprises 32 states and approximately six million TRJCARE beneficiaries, under which delivery of health care 
services commenced on January 1, 2018. The T2017 East Region contract is a 5-year contract set to expire on December 31 , 2022 and is subject to renewals on January 1 of each year during its term 
at the government's option. 

Our state-based Medicaid business accounted for approximately 6% of our total premiums and services revenue for the year ended December 31 , 2020. In addition to our state-based Temporary 
Assistance for Needy Families, or TANF, Medicaid contracts in Florida and Kentucky, we have contracts in Florida for Long Term Support Services (LTSS), and in Illinois for stand-alone dual 
eligible demonstration programs serving individuals dually eligible for both the federal Medicare program and the applicable state-based Medicaid program. 

The loss of any of the contracts above or significant changes in these programs as a result of legislative or regulatory action, including reductions in premiwn payments to us, regulatory 
restrictions on profitability, including reviews by regulatory bodies that may compare our Medicare Advantage profitability to our non-Medicare Advantage business profitability, or compare the 
profitability of various products within our Medicare Advantage business, and require that they remain within certain ranges of each other, or increases in member benefits or member eligibility 
criteria without corresponding increases in premium payments to us, may have a material adverse effect on our results of operations, financial position, and cash flows. 
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Legal Proceedings and Certain Regulatory Matters 

As previously disclosed, the Civil Division of the United States Department of Justice provided us with an information request in December 2014, concerning our Medicare Part C risk 
adjustment practices. The request relates to our oversight and submission of risk adjustment data generated by providers in our Medicare Advantage network, as well as to our business and 
compliance practices related to risk adjustment data generated by our providers and by us, including medical record reviews conducted as part of our data and payment accuracy compliance efforts, 
the use of health and well-being assessments, and our fraud detection efforts. We believe that this request for information is in connection with a wider review of Medicare Risk Adjustment generally 
that includes a number of Medicare Advantage plans, providers and vendors. We continue to cooperate with the Department of Justice. These matters are expected to result in additional qui tam 
litigation. 

As previously disclosed, on January 19, 2016, an individual filed a qui tam suit captioned United States of America ex rel. Steven Scott v. Humana, Inc., in United States District Court, Central 
District of California, Western Division. The complaint alleges certain civil violations by us in connection with the actuarial equivalence of the plao benefits under Humana's Basic PDP plao, a 
prescription drug plan offered by us under Medicare Part D. The action seeks damages and penalties on behalf of the United States under the False Claims Act. The court ordered the qui tam action 
unsealed on September 13, 2017, so that the relator could proceed, following notice from the U.S. Government that it was not intervening at that time. On January 29, 2018, the suit was transferred to 
the United States District Court, Western District of Kentucky, Louisville Division. We take seriously our obligations to comply with applicable CMS requirements and actuarial standards of practice, 
aod continue to vigorously defend against these allegations since the transfer to the Western District of Kentucky. We have substantially completed discovery with the relator who has pursued the 
matter on behalf of the United States following its unsealing, and expect the Court to consider our motion for summary judgment. 

Other Lawsuits and Regulatory Matters 

Our current and past business practices are subject to review or other investigations by various state insurance and health care regulatory authorities and other state and federal regulatory 
authorities. These authorities regularly scrutinize the business practices of health insurance, health care delivery and benefits companies. These reviews focus on numerous facets of our business, 
including claims payment practices, statutory capital requirements, provider contracting, risk adjustment, competitive practices, commission payments, privacy issues, utilization management 
practices, pharmacy benefits, access to care, and sales practices, among others. Some of these reviews have historically resulted in fines imposed on us and some have required changes to some of our 
practices. We continue to be subject to these reviews, which could result in additional fines or other sanctions being imposed on us or additional changes in some of our practices. 

We a]so are involved in various other lawsuits that arise, for the most part, in the ordinary course of our business operations, certain of wbjcb may be styled as class-action Jawsuits. Among other 
matters, this litigation may include employment matters, claims of medical malpractice, bad faith, nonacceptance or termination of providers, anticompetitive practices, improper rate setting, provider 
contract rate and payment disputes, including disputes over reimbursement rates required by statute, disputes arising from competitive procurement process, general contractual matters, intellectual 
property matters, and challenges to subrogation practices. Under state guaranty assessment laws, including those related to state cooperative failures in the industry, we may be assessed (up to 
prescribed limits) for certain obligations to the policyholders and claimants of insolvent insurance companies that write the same line or lines of business as we do. 

As a government contractor, we may also be subject to qui tam litigation brought by individuals who seek to sue on behalf of the government, alleging that the government contractor submitted 
false claims to the government including, among other allegations, those resulting from coding and review practices under the Medicare risk adjustment model. Qui tam litigation is filed under seal to 
allow the government an opportunity to investigate and to decide if it wishes to intervene and assume control of the litigation. If the government does not intervene, the individual may continue to 
prosecute the action on his or her own, on behalf of the government. We also are subject to other allegations ofnonperfonnance of contractual obligations to providers, members, and others, including 
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failure to properly pay claims, improper policy termioations, challenges to our implementation of the Medicare Part D prescription drug program and other litigation. 

A limited number of the claims asserted against us are subject to insurance coverage. Personal injury claims. claims for extra contractual damages. care delivery malpractice, and claims arising 
from medical benefit denials are covered by insurance from our wholly owned captive insurance subsidiary and excess carriers, except to the extent that claimants seek punitive damages. which may 
not be covered by insurance in certain states in which insurance coverage for punitive damages is not permitted. In addition, insurance coverage for all or certain fonns of liability has become 
increasingly costly and may become unavailable or prohibitively expensive in the future. 

We record accruals for the contingencies discussed in the sections above to the extent that we conclude it is probable that a liability has been incurred and the amount of the loss can be reasonably 
estimated. No estimate of the possible loss or range of loss in excess of amounts accrued, if any. can be made at this time regarding the matters specifically described above because of the inherently 
unpredictable nature of legal proceedings, which aJso may be exacerbated by various factors, including: (i) the damages sought in the proceedings are unsubstantiated or indeterminate; (ii) discovery 
is not complete; (iii) the proceeding is in its early stages; (iv) the matters present legal uncertainties; (v) there are significant facts in dispute; (vi) there are a large number of parties (including where it 
is uncertain how liability, if any, will be shared among multiple defendants); or (vii) there is a wide range of potential outcomes. 

The outcome of any current or future litigation or governmental or internal investigations. including the matters described above, cannot be accurately predicted. nor can we predict any resulting 
judgments, penalties, fines or other sanctions that may be imposed at the discretion of federal or state regulatory authorities or as a result of actions by third parties. Nevertheless, it is reasonably 
possible that any such outcome of litigation, judgments, penalties, fines or other sanctions could be substantial, and the outcome of these matters may have a material adverse effect on our results of 
operations, financial position, and cash flows, and may also affect our reputation. 

18. SEGMENT INFORMATION 

We manage our business with three reportable segments: Retail, Group and Specialty, and Healthcare Services. Beginning January 1, 2018, we exited the individual commercial fully-insured 
medical health insurance business, as well as certain other business in 2018, and therefore no longer report separately the Individual Commercial segment and the Other Businesses category in the 
current year. Previously, the Other Businesses category included businesses that were not individually reportable because they did not meet the quantitative thresholds required by generally accepted 
accounting principles, primarily our closed-block of commercial long-term care insurance policies which were sold in 2018. The reportable segments are based on a combination of the type of health 
plan customer and adjacent businesses centered on well-being solutions for our health plans and other customers, as described below. These segment groupings are consistent with information used 
by our Chief Executive Officer, the Chjef Operating Decision Maker, to assess performance and allocate resources. 

The Retail segment consists of Medicare benefits, marketed to individuals or directly via group Medicare accounts. In addition, the Retail segment also includes our contract with CMS to 
administer the Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program and contracts with various states to provide Medicaid, dual eligible, and Long-Term Support 
Services benefits, which we refer to collectively as our state-based contracts. The Group and Specialty segment consists of employer group commercial fully-insured medical and specialty health 
insurance benefits marketed to individuals and employer groups, including dental, vision, and other supplemental health benefits, as well as administrative services only, or ASO products. In addition, 
our Group and Specialty segment includes our military services business, primarily our TRICARE 1'2017 East Region contract. The Healthcare Services segment includes services offered to our 
health plan members as well as to third parties, including pharmacy solutions, provider services, and clinical care service, such as home health and other services and capabilities to promote wellness 
and advance population health, including our non-consolidating minority investment in Kindred at Home and the strategic partnership with WCAS to develop and operate senior-focused. payor­
agnostic, primary care centers. 
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Our Healthcare Services intersegment revenues primarily relate to managing prescription drug coverage for members of our other segments through Humana Pharmacy Solutions®, or HPS, and 
includes the operations of Humana Phannacy, Inc., our mail order pharmacy business. These revenues consist of the prescription price (ingredient cost plus dispensing fee), including the portion to be 
settled with the member (co-share) or with the government (subsidies), plus any associated administrative fees. Services revenues related to the distribution of prescriptions by third party retail 
pharmacies in our networks are recognized when the claim is processed and product revenues from dispensing prescriptions from our mail order pharmacies are recorded when the prescription or 
product is shipped. Our pharmacy operations, which are responsible for designing pharmacy benefits, including defining member co-share responsibilities, determining formulary listings, contracting 
with retail pharmacies, confirming member eligibility, reviewing drug utilization, and processing claims, act as a principal in the arrangement on behalf of members in our other segments. As 
principal, our Healthcare Services segment reports revenues on a gross basis, including co-share amounts from members collected by third party retail pharmacies at the point of service. 

In addition, our Healthcare Services intersegment revenues include revenues earned by certain owned providers derived from risk-based and non-risk-based managed care agreements with our 
health plans. Under risk based agreements, the provider receives a monthly capitated fee that varies depending on the demographics and health status of the member, for each member assigned to 
these owned providers by our health plans. The owned provider assumes the economic risk of-funding the assigned members' healthcare services. Under non risk-based agreements, our health plans 
retain the economic risk of funding the assigned members' healthcare services. Our Healthcare Services segment reports provider services revenues associated with risk-based agreements on a gross 
basis, whereby capitation fee revenue is recognized in the period in which the assigned members are entitled to receive healthcare services. Provider services revenues associated with non-risk-based 
agreements are presented net of associated healthcare costs. 

We present our consolidated results of operations from the perspective of the health plans. As a result, the cost of providing benefits to our members, whether provided via a third party provider 
or internally through a stand-alone subsidiary, is classified as benefits expense and excludes the portion of the cost for which the health plans do not bear responsibility, including member co-share 
amounts and government subsidies of$16.S billion in 2020, $14.9 billion in 2019, and $13.4 billion in 2018. In addition, depreciation and amortization expense associated with certain businesses in 
our Healthcare Services segment delivering benefits to our members, primarily associated with our provider services and pharmacy operations, are included with benefits expense. The amount of this 
expense was $127 million in 2020, $117 million in 2019, and $129 million in 2018. 

Other than those described previously, the accounting policies of each segment are the same and are described in Note 2. Transactions between reportable segments primarily consist of sales of 
services rendered by our Healthcare Services segment, primarily pharmacy, provider, and clinical care services, to our Retail and Group and Specialty segment customers. Intersegment sales and 
expenses are recorded at fair value and eliminated in consolidation. Members served by our segments often use the same provider networks, enabling us in some instances to obtain more favorable 
contract terms with providers. Our segments also share indirect costs and assets. As a result, the profitability of each segment is interdependent. We allocate most operating expenses to our segments. 
Assets and certain corporate income and expenses are not allocated to the segments, including the portion of investment income not supporting segment operations, interest expense on corporate debt, 
and certain other corporate expenses. These items are managed at a corporate level. These corporate amounts are reported separately from our reportable segments and are included with intersegment 
eliminations in the tables presenting segment results below. 

Premium and services revenues derived from our contracts with the federal government, as a percentage of our total premium and services revenues, were approximately 83% for 2020, 82% for 
2019 and 81% for 2018. 
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Ellm.inatlons/ 
Retail Group and Spedalty Healthcare Services Corporate Consolidated 

(in millions) 
2020 

External revenues 
Premiums: 

Individual Medicare Advantage $ 51,697 $ $ $ $ 51,697 
Group Medicare Advantage 7,774 7,774 
Medicare stand-alone PDP 2,742 2,742 

Total Medicare 62,213 62,213 
Fully-insured 688 4,761 602 6,051 
Specialty 1,699 1,699 
Medicaid and other 4,223 4,223 

Total premiums 67,124 6,460 602 74,186 
Services revenue: 

Provider 435 435 
ASO and other 19 780 799 
Pharmacy 581 581 

Total services revenue 19 780 1,016 1,815 
Total extern.al revenues 67,143 7,240 1,016 602 76,001 
Intersegment revenues 

Services 29 19,491 (19,520) 
Products 7,928 (7,928) 

Total intersegment revenues 29 27,419 (27,448) 
Investment income 155 16 13 970 1,154 

Total revenues 67,298 7,285 28,448 (25,876) 77,155 
Operating expenses: 

Benefits 56,537 5,529 (438) 61,628 
Operating costs 7,402 1,818 27,395 (26,563) 10,052 
Depreciation and amortization 342 81 183 (117) 489 

Total operating expenses 64,281 7,428 27,578 (27,118) 72,169 
Income (loss) from operations 3,017 (143) 870 1,242 4,986 
Interest expense 283 283 
Other expense, net 103 103 
Income (loss) before income taxes and equity in net earnings 3,017 (143) 870 856 4,600 
Equity in net earnings 74 74 

Segment earnings (loss) $ 3,017 $ (143) $ 944 $ 856 $ 4,674 
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Ellm.inatlons/ 
Retail Group and Spedalty Healthcare Services Corporate Consolidated 

(in millions) 
2019 

External revenues 
Premiums: 

Individual Medicare Advantage $ 43,128 $ $ $ $ 43,128 
Group Medicare Advantage 6,475 6,475 
Medicare stand-alone PDP 3,165 3,165 

Total Medicare 52,768 52,768 
Fully-insured 588 5,123 5,711 
Specialty 1,571 1,571 
Medicaid and other 2,898 2,898 

Total premiums 56,254 6,694 62,948 
Services revenue: 

Provider 446 446 
ASO and other 17 790 807 
Pharmacy 186 186 

Total services revenue 17 790 632 1,439 
Total extern.al revenues 56,271 7,484 632 64,387 
Intersegment revenues 

Services 18 18,255 (18,273) 
Products 6,894 (6,894) 

Total intersegment revenues 18 25,149 (25,167) 
Investment income 195 23 2 281 501 

Total revenues 56,466 7,525 25,783 (24,886) 64,888 
Operating expenses: 

Benefits 48,602 5,758 (503) 53,857 
Operating costs 5,306 1,651 24,852 (24,428) 7,381 
Depreciation and amortization 323 88 156 (109) 458 

Total operating expenses 54,231 7,497 25,008 (25,040) 61 ,696 
Income from operations 2,235 28 775 154 3,192 
Interest expense 242 242 
Other income, net (506) (506) 

Income before income taxes and equity in net earnings 2,235 28 775 418 3,456 
Equity in net earnings 14 14 

Segment earnings $ 2,235 $ 28 $ 789 $ 418 $ 3,470 
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Eliminations/ 
Retail Group and Specialty Healthcare Services Individual Commercial Other Businesses Corporate Consolidated 

(in millions) 
2018 

External revenues 
Premiums: 

Individual Medicare Advantage $ 35,656 $ $ $ $ $ $ 35,656 
Group Medicare Advantage 6,103 6,103 
Medicare stand-alone PDP 3,584 3,584 

Total Medicare 45,343 45,343 
Fully-insured 510 5,444 5,962 
Specialty 1,359 1,359 
Medicaid and other 2,255 22 2,277 

Total premiums 48,108 6,803 22 54,941 
Services revenue: 

Provider 404 404 
ASO and other 11 835 4 850 
Pharmacy 203 203 

Total services revenue 11 835 607 4 1,457 
Total extern.al revenues 48,119 7,638 607 26 56,398 
Intersegment revenues 

Services 18 16,840 (16,858) 
Products 6,330 (6,330) 

Total intersegment revenues 18 23,170 (23,188) 
Investment income 136 23 34 110 211 514 

Total revenues 48,255 7,679 23,811 136 (22,977) 56,912 
Operating expenses: 

Benefits 40,925 5,420 (70) 77 (470) 45,882 
Operating costs 5,327 1,810 22,905 4 6 (22,527) 7,525 
Depreciation and amortization 270 88 163 (116) 405 

Total operating expenses 46,522 7,318 23,068 (66) 83 (23,113) 53,812 
Income from operations 1,733 361 743 74 53 136 3,100 
Loss on sale of business 786 786 
Interest expense 218 218 
Other expense, net 33 33 
Income (loss) before income taxes and equity in 
net earnings 1,733 361 743 74 53 (901) 2,063 
Equity in net earnings 11 11 

Segment earnings (loss) $ 1,733 $ 361 $ 754 $ 74 $ 53 $ (901) $ 2,074 
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Humanaloc. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS----{Cootioued) 

19. REINSURANCE 

Certain blocks of insurance assumed in acquisitions. primarily life and annuities in run-off status are subject to reinsurance where some or all of the underwriting risk related to these policies has 
been ceded to a third party. In addition, a large portion of our reinsurance takes the form of l 00% coinsurance agreements where, in addition to all of the underwriting risk, all administrative 
responsibilities, including premium collections and claim payment, have also been ceded to a third party. We acquired these policies and related reinsurance agreements with the purchase of stock of 
companies in which the policies were originally written. We acquired these companies for business reasons unrelated to these particular policies, including the companies• other products and licenses 
necessary to fulftll strategic plans. 

A reinsurance agreement between two entities transfers the underwriting risk of policyholder liabilities to a reinsurer while the primary insurer retains the contractual relationship with the 
ultimate insured. As such, these reinsurance agreements do not completely relieve us of our potential liability to the ultimate insured. However, given the transfer of underwriting risk, our potential 
liability is limited to the credit exposure which exists should the reinsurer be unable to meet its obligations assumed under these reinsurance agreements. 

Reinsurance recoverables represent the portion of future policy benefits payable and benefits payable that are covered by reinsurance. Reinsurance recoverables, included in other current and 
long-term assets. were $194 million at December 31, 2020 and $267 million at December 31 , 2019. The amount of these reinsurance recoverables resulting from 100% coinsurance agreements was 
approximately $193 million at December 31 , 2020 and approximately $267 million at December 31, 2019. Premiums ceded were $29 million in 2020, $1 billion in 2019 and S976 million in 2018. 
Benefits ceded were $7 million in 2020, $881 million in 2019, and $980 million in 2018. Historical ceded premium and benefits reflect the activity associated with ceding all risk under a Medicaid 
contract to a third party reinsurer. The reinsurance agreement ceding all risk under the Medicaid contract was terminated effective January l, 2020. 

We evaluate the financial condition of our reinsurers on a regular basis. Protective Life Insurance Company with $171 million in reinsurance recoverables is well-known and well-established 
with a AM Best rating of A+ at December 31 , 2020. The remaining reinsurance recoverables of $22 million are divided between 10 other reinsurers, with $3 million subject to funds withheld 
accounts or other financial guarantees supporting the repayment of these amounts. 
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Report of Independent Registered Public Accounting Firm 

To the Board of Directors and Stockholders of Humana Inc. 

Opinions on the Financial Statements and Internal Control over Financial Reporting 

We have audited the accompanying consolidated balance sheets of Hwnana Inc. and its subsidiaries (the "Company") as of December 31 , 2020 and 2019, and the related consolidated statements of 
income, comprehensive income, stockholders' equity and cash flow for each of the three years in the period ended December 31 , 2020, including the related notes and financial statement schedules 
listed in the index appearing under Item 15(a)(2) (collectively referred to as the "consolidated financial statements"). We also have audited the Company's internal control over financial reporting as 
of December 3 I, 2020, based on criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of December 31 , 2020 and 2019, and the results 
of its operations and its cash flows for each of the three years in the period ended December 31 , 2020 in conformity with accounting principles generally accepted in the United States of America. 
Also in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2020, based on criteria establishe.d in Internal Control -
Integrated Framework (2013) issued by the COSO. 

Basis for Opinions 

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of 
internal control over financial reporting, included in Management's Report on Internal Control over Financial Reporting appearing under Item 9A. Our responsibility is to express opinions on the 
Company's consolidated financial statements and on the Company's internal control over financial reporting based on our audits. We are a public accounting firm registere.d with the Public Company 
Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules 
and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated 
financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal control over financial reporting was maintained in all material respects. 

Our audits of the consolidated fmancial statements included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to error or fraud, 
and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial statements. 
Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial 
statements. Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and 
testing and evaluating the design and operating effectiveness of internal control base.cl on the assessed risk. Our audits also included performing such other procedures as we considered necessary in 
the circumstances. We believe that our audits provide a reasonable basis for our opinions. 

Definition and Limitations of Internal Control over Financial Reporting 

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements 
for external purposes in accordance with generally accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures that (i) pertain to the 
maintenance of records that, in reasonable detail, 
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accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions arc recorded as necessary to permit preparation of 
financial statements in accordance with genera1ly accepted accounting principles, and that receipts and expenditures oftbe company are being made only in accordance with authorizations of 
management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that 
could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods arc subject 
to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 

Critical Audit Matters 

The critical audit matters communicated below are matters arising from the current period audit of the consolidated financial statements that were communicated or required to be communicated to 
the audit committee and that (i) relate to accounts or disclosures that are material to the consolidated financial statements and (ii) involved our especially challenging, subjective, or complex 
judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated financial statements, taken as a whole, and we arc not, by communicating the critical 
audit matters below, providing separate opinions on the critical audit matters or on the accounts or disclosures to which they relate. 

Valuation of Incurred but not yet Reported Benefits Payable 

As described in Notes 2 and 11 to the consolidated financial statements, the Company's incurred but not yet reported benefits payable (IBNR) was $5.3 billion as of December 31, 2020. Management 
develops its estimate for IBNR using actuarial methodologies and assumptions, primarily based upon historical claim experience. Actuarial standards of practice generally require a level of 
confidence such that the liabilities established for IBNR have a greater probability of being adequate versus being insufficient, or such that the liabilities established for IBNR are sufficient to cover 
obligations under an assumption of moderately adverse conditions. As described by management, for the periods prior to the most recent two months, a completion factor method uses historical paid 
claims patterns to estimate the percentage of claims incurred during a given period that have historically been adjudicated as of the reporting period. Changes in claim inventory levels and known 
changes in claim payment processes are taken into account in these estimates. For the most recent two months, IBNR is estimated primarily from a trend analysis based upon per member per month 
claims trends developed from historical experience in the preceding months, adjusted for known changes in estimates of hospital admissions, recent hospital and drug utilization data, provider 
contracting changes, changes in benefit levels, changes in member cost sharing, changes in medical management processes, product mix and workday seasonality. 

The principal considerations for our determination that performing procedures relating to the valuation of IBNR is a critical audit matter are the significant judgment by management when developing 
the estimate of IBNR, which in turn led to a high degree of auditor judgment, subjectivity and effort in performing procedures to evaluate the actuarial methodologies and significant assumptions 
related to completion factors, per member per month claims trends, and the potential for moderately adverse conditions. Also, the audit effort involved the use of professionals with specialized skill 
and knowledge to assist in evaluating the audit evidence obtained. 

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial statements. These procedures 
included testing the effectiveness of controls relating to the valuation of IBNR, including controls over the actuarial methodologies and development of significant assumptions related to completion 
factors, per member per month claims trends, and the potential for moderately adverse conditions. These procedures also included, among others, the involvement of professionals with specialized 
skill and knowledge to assist in developing an independent estimate oflBNR. This independent estimate includes a range of reasonable outcomes, including outcomes under moderately adverse 
conditions, which are compared to management's estimate ofIBNR. Developing the independent estimate involved developing independent completion factors and per member per month claims 
trends assumptions using management's data, 
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testing the completeness and accuracy of data provided by management, and evaluating the reasonableness of management's assumptions. 

Goodwill Impairment Assessment - Provider and Clinical Reporting Units 

As described in Notes 2 and 9 to the consolidated financial statements, the Company's consolidated goodwill balance was $4.4 billion as of December 31, 2020, and the goodwill associated with the 
Provider and Clinical Reporting Units was $761 million and $524 million, respectively. Management conducts an impairment test in the fourth quarter of each year and more frequently if adverse 
events or changes in circumstances indicate that the asset may be impaired. Management relies on a discounted cash flow analysis to determine fair value and uses discoW1t rates that correspond to a 
market-based weighted-average cost of capital, and terminal growth rates that correspond to long-term growth prospects, consistent with the long-term inflation rate. Key assumptions in 
management's cash flow projections, including revenue growth rates, medical and operating cost trends, and projected operating income, arc supported with management's long-range business plan 
and annual planning process. 

The principal considerations for our determination that performing procedures relating to the goodwill impairment assessment of the Provider and Clinical Reporting Units is a critical audit matter are 
the significant judgment by management when developing the fair value estimate of the reporting units, which in turn led to a high degree ofauditor judgment, subjectivity, and audit effort in 
performing procedures to evaluate management's cash flow projections, including significant assumptions related to the revenue and terminal growth rates, projected operating income, and the 
discoW1t rate. Also, the audit effort involved the use of professionals with specialized skill and knowledge to assist in evaluating the audit evidence obtained. 

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial statements. These procedures 
included testing the effectiveness of controls relating to management's goodwill impairment assessment, including controls over the significant assumptions used in the valuation of the Provider and 
Clinical Reporting Units. These procedures also included, among others, testing management's process for developing the fair value estimate of the reporting Wlits; evaluating the appropriateness of 
the discounted cash flow analysis; testing the completeness and accuracy ofW1derlying data used in the analysis; and evaluating the reasonableness of the significant assumptions used by 
management related to the revenue and terminal growth rates and projected operating income, by considering the past performance of the reporting units and considering whether these assumptions 
were consistent with evidence obtained in other areas of the audit. Professionals with specialized skill and knowledge were used to assist in the evaluation of the appropriateness of the Company's 
discounted cash flow analysis and the reasonableness of the significant assumptions related to the terminal growth rates and the discount rate impacting the reporting units' future cash flows. 

is/ PricewaterhouseCoopers LLP 
Louisville, Kentucky 
February 18, 2021 

We have served as the Company's auditor since 1968. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE 

Not applicable. 

ITEM 9A. CONTROLS AND PROCEDURES 

Management's Responsibility for Financial Statements and Other Information 

We are responsible for the preparation and integrity of the consolidated financial statements appearing in our Annual Report. The consolidated financial statements were prepared in conformity 
with accounting principles generally accepted in the United States and include amounts based on our estimates and judgments. All other financial information in this report has been presented on a 
basis consistent with the information included in the financial statements. 

Our control environment is the foundation for our system of internal control over financial reporting and is embodied in our Code of Ethics and Business Conduct, which we currently refer to as 
the Humana Inc. Ethics Every Day. It sets the tone of our organization and includes factors such as integrity and ethical values. Our internal control over financial reporting is supported by formal 
policies and procedures which are reviewed, modified and improved as changes occur in business conditions and operations. 

The Audit Committee of the Board of Directors, which is composed solely of independent outside directors, meets periodically with members of management, the internal auditors and our 
independent registered public accounting firm to review and discuss internal controls over financial reporting and accounting and financial reporting matters. Our independent registered public 
accounting firm and internal auditors report to the Audit Committee and accordingly have full and free access to the Audit Committee at any time. 

Evaluation or Disclosure Controls and Procedures 

We have established disclosure controls and procedures to ensure that material information relating to the Company, including its consolidated subsidiaries, is made known to members of senior 
management and the Board of Directors. 

Based on our evaluation as of December 31, 2020, we as the principal executive officer, the principal financial officer and the principal accounting officer of the Company have concluded that 
the Company's disclosure controls and procedures (as defined in the Securities Exchange Act of 1934) are effective to ensure that the information required to be disclosed by the Company in the 
reports that it files or submits under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported as specified in Securities and Exchange Commission rules and forms. 

Management's Report on Internal Control Over Financial Reporting 

We are responsible for establishing and maintaining effective internal control over financial reporting as defined in Rule 13a-l5(f) under the Securities Exchange Act of 1934. The Company's 
internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance 
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as 
neccssaiy to permit preparation of financial statements in accordance with generally accepted accowiting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company's assets that could have a material effect on the financial statements. 
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are 
subject to the risk that controls may become inadequate or that the degree of compliance with the policies or procedures may deteriorate. 

We assessed the effectiveness of the Company's internal control over financial reporting as of December 31, 2020. In making this assessment, we used the criteria set forth by the Committee of 
Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control - Integrated Framework (2013). Based on our assessment, we determined that, as of December 31, 2020, the 
Company's internal control over financial reporting was effective based on those criteria. 

The effectiveness of our internal control over financial reporting as of December 31 , 2020 has been audited by PricewaterhouseCoopers LLP, our independent registered public accounting firm, 
who also audited the Company's consolidated financial statements included in our Annual Report on Form I 0-K, as stated in their report which appears on pages 121-123. 

Changes in Internal Control over Financial Reporting 

There have been no changes in the Company's internal control over financial reporting during the quarter ended December 31, 2020 that have materially affected, or are reasonably likely to 
materially affect, the Company's internal control over financial reporting. 

ITEM 9B. OTHER INFORMATION 

None. 
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PARTID 

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 

Directors 

The information required by this Item is herein incorporated by reference from our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on Aptil 22, 2021 
appearing under the caption "Proposal One: Election of Directors" in such Definitive Proxy Statement. 

Executive Officers of the Registrant 

A list of our executive officers and biographical information appears in Part I, Item I of this Form 10-K. 

Code of Conduct for Chief Executive Officer and Senior Financial Officers 

We have adopted a Code of Conduct for the Chief Executive Officer and Senior Financial Officers, violations of which should be reported to the Audit Committee. The code may be viewed 
through the Investor Relations section of our web site at www.humana.com. Any amendment to or waiver of the application of the Code of Conduct for the Chief Executive Officer and Senior 
Financial Officers will be promptly disclosed through the Investor Relations section of our web site at www.burnana.com. 

Code of Business Conduct and Ethics 

Since 1995, we have operated under an omnibus Code of Ethics and Business Conduct, currently known as the Humana Inc. Ethics Every Day (the «Code"). All employees and directors are 
required to annually affirm in writing their acceptance of the Code. The Code was adopted by our Board of Directors in June 2014, replacing a previous iteration, known as the Humana Inc. 
Principles of Business Ethics, as the document to comply with the New York Stock Exchange Corporate Governance Standard 303A.10. The Code is available on the Investor Relations section of our 
web site at www.humana.com, and any waiver of the application of the Code with respect to directors or executive officers must be made by the Board of Directors and will be promptly disclosed on 
our web site at www.humana.com. 

Corporate Governance Items 

We have made available free of charge on or through the Investor Relations section of our web site at www.hurnana.com our annual reports on Form 10-K, quarterly reports on Form 10-Q, proxy 
statements, and all of our other reports, and, if applicable, amendments to those reports filed or furnished pursuant to Section 13(a) of the Exchange Act, as soon as reasonably practicable after we 
electronically file such material with, or furnish it to, the SEC. Also available on the Investor Relations section of our Internet web site at www.humana.com is infonnation about our corporate 
governance, including: 

a determination of independence for each member of our Board of Directors; 

the name, membership, role, and charter of each of the various committees of our Board of Directors; 

the name( s) of the directors designated as a financial expert under rules and regulations promulgated by the SEC; 

the responsibility of the Company's Lead Independent Director, ifapp1icable, to convene, set the agenda for, and lead executive sessions of the non-management directors, pursuant to our 
Corporate Governance Guidelines; 

the pre-approval process of non-audit services provided by our independent accountants; 

our By-laws and Certificate of Incorporation; 

our Majority Vote policy, pursuant to our By-laws; 

our Related Persons Transaction Policy; 

the process by which interested parties can communicate with directors; 
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the process by which stockholders can make director nominations (pursuant to our By-laws); 

our Corporate Governance Guidelines; 

our Policy Regarding Transactions in Company Securities, Inside Information and Confidentiality; 

Stock Ownership Guidelines for directors and for executive officers; 

the Humana Inc. Ethics Every Day and any waivers thereto; and 

the Code of Conduct for the Chief Executive Officer and Senior Financial Officers and any waivers thereto. 

Additional information about these items can be found in, and is incorporated by reference to, our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on 
April 22, 202 I. 

Material Changes to the Procedures by which Security Holders May Recommend Nominees to the Registrant's Board of Directors 

None. 

Audit Committee Financial Expert 

The infonnation required by this Item is herein incorporated by reference from our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on April 22, 2021 
appearing under the caption "Corporate Governance - Audit Committee" of such Definitive Proxy Statement. 

Audit Committee Composition and Independence 

The information required by this Item is herein incorporated by reference from our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on April 22, 2021 
appearing under the caption "Corporate Governance - Committee Membership and Attendance" of such Definitive Proxy Statement. 

ITEM 11. EXECUTIVE COMPENSATION 

Additional information required by this Item is incorporated herein by reference from our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on April 22, 
2021. 

ITEM 12. SECURITY OWNERSIDP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS 

Equity compensation plan information 

We maintain plans under which options to purchase our common stock and awards of restricted stock may be made to officers, directors, and key employees. Stock options are granted with an 
exercise price equal to the fair market value of the underlying common stock on the date of grant. Our stock plans, as approved by the Board of Directors and stockholders, define fair market value as 
the average of the highest and lowest stock prices reported on the composite tape by the New York Stock Exchange on a given date. Exercise provisions vary, but most options vest in whole or in part 
I to 3 years after grant and expire up to 7 years after grant. 
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Information concerning stock option awards and the number of securities remaining available for future issuance under our equity compensation plans in effect as of December 31 ~ 2020 follows: 

Plan category 

Equity compensation plans approved by 
security holders (I) 
Equity compensation plans not approved 
by security holders 

Total 

(a) 
Number of securities 

to be Issued upon 
e:a:ercise of outstanding 

options, warrants 
and rights 

323,009 $ 

323,009 $ 

(b) 

'!'~~='~~f~~~\e 
outstanding 

options, warrants 
and rights 

309.044 

(c) 
Numbtr of securities 

remaining available for 
future issuance under 
equity compensation 

plans 
(es:cludmg sec::urities 

reflected in column(a)) 

18,281 ,908 

309.044 ~$ _______ 18~,2_8_1~,9_08_ 

(I) The above table does not include awards of shares of restricted stock or restricted stock units. For information concerning these awards, see Note 14. 

(2)(3)(4) 

(2) The Humana Inc. 2011 Stock Incentive Plan was approved by stockholders at the Annual Meeting held on April 21, 2011. On July 5, 2011 , 18.5 million shares were registered with the 
Securities and Exchange Commission on Form S-8. 

(3) The Humana Inc. Amended and Restated Stock Incentive Plan was approved by stockholders at the Annual Meeting held on April 18, 2019. On May 1, 2019, 16 million shares were 
registered with the Securities and Exchange Commission on Form S-8. 

(4) Of the number listed above, 5,996,605 (1 ,704,458 from the 2011 Plan and 4,292,148 from the Amended and Restated Plan) can be issued as restricted stock at December 31 , 2020 (giving 
effect to the provision that one restricted share is equivalent to 2.29 stock options in the 2011 Plan and 3.35 stock options in the Amended and Restated Plan). 

The information under the captions "Stock Ownership [nfonnation - Security Ownership of Certain Beneficial Owners of Company Common Stock" and "Stock Ownership Information -
Security Ownership of Directors and Executive Officers" in our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be hcld on April 22, 2021, is herein incorporated by 
reference. 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE 

The information required by this Item is herein incorporated by reference from our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on April 22, 2021 
appearing wider the captions "Certain Transactions with Management and Others" and "Corporate Governance - Director Independence" of such Definitive Proxy Statement. 

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 

The information required by this Item is herein incorporated by reference from our Definitive Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on April 22, 2021 
appearing under the caption "Audit Committee Report" of such Definitive Proxy Statement. 
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PART IV 

ITEM IS. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 

(a) 

(I) 

(2) 

The financial statements, financial statement schedules and exhibits set forth below arc filed as pan ofthis report. 

Financial Statements - The response to this portion of Item 15 is submitted as Item 8 of Part II of this report. 

The following Consolidated Financial Statement Schedules are included herein: 

Schedule I 

Schedule II 

Parent Company Condensed Financial Information at December 31 , 2020 and 2019 
and for the years ended December 31 , 2020, 2019 and 2018 

Valuation and Qualifying Accounts for the years ended December 31, 2020, 2019 
and2018 

All other schedules have been omitted because they are not applicable. 

(3) Exhibits: 

3(a) Restated Certificate of Incorporation of Humana Inc. filed with the Secretary of State of Delaware on November 9, 1989, as restated to incorporate the amendment of January 9, 
1992, and the correction of March 23, 1992 (incorporated herein by reference to Exhibit 4(i) to Humana Inc. 's Post-Effective Amendment No. I to the Registration Statement on 
Form S-8 (Reg. No. 33-49305) filed February 2, 1994). 

(Ii). Humana Inc. Amended and Restated By-Laws of Humana Inc., effective as of December 14, 2017 (incorporated herein by reference to Exhibit 3(b) to Humana lnc.'s Current 
Report on Form 8-K filed on December 14,2017). 

ifo). Indenture, dated as of August 5, 2003, by and between Humana Inc. and The Bank of New York, as trustee (incorporated herein by reference to Exhibit 4.1 to Humana lnc.'s 
Quarterly Report on Form 10-Q for the quarter ended September 30, 2003, File No. 001-05975). 

_(12). Fourth Supplemental Indenture, dated as of June 5, 2008, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as trustee (incorporated herein by 
reference to Exhibit 4.3 to Humana Inc.'s Current Report on Form 8-K filed on June 5, 2008) . 

.(~). Indenture, dated as of March 30, 2006, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as trustee (incorporated herein by reference to Exhibit 4.2 
to Humana Inc. 's Registration Statement on Form S-3 filed on March 31, 2006, Req. No. 333-132878). 

(d) There are no instruments defining the rights of holders with respect to long-term debt in excess of IO percent of the total assets of Humana Inc. on a consolidated basis. Other 
long-term indebtedness of Humana Inc. is described herein in Note 13 to Consolidated Financial Statements. Humana Inc. agrees to furnish copies of all such instruments 
defining the rights of the holders of such indebtedness not otherwise filed as an Exhibit to this Annual Report on Form I 0-K to the Commission upon request . 

.(,). Fifth Supplemental Indenture, dated as of December 10, 2012, by and between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated 
herein by reference to Exhibit 4.1 to Humana lnc.'s Current Report on Form 8-K filed on December 10, 2012) . 

.(!) Sixth Supplemental Indenture, dated as of December 10, 2012, by and between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated 
herein by reference to Exhibit 4.3 to Humana lnc.'s Current Report on Form 8-K filed on December 10, 2012) . 

.(g). Eighth Supplemental Indenture, dated as of September 19, 2014, by and between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated 
herein by reference to Exhibit 4.4 to Humana lnc.'s Current Report on Form 8-K filed on September 19, 2014). 
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Ninth Supplemental Indenture, dated as of September 19, 2014, by and between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated 
herein by reference to Exhibit 4.6 to Humana lnc.'s Current Report on Form 8-K filed on September 19, 2014). 

Tenth Supplemental Indenture, dated March 16, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated herein by 
reference to Exhibit 4.2 to Humana Inc.'s Current Report on Form 8-K filed on March 16, 2017). 

Eleventh Supplemental Indenture, dated March 16, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated herein by 
reference to Exhibit 4.4 to Humana Inc.'s Current Report on Form 8-K filed on March 16, 2017). 

Thirteenth Supplemental Indenture, dated December 21 , 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated herein by 
reference to Exbibit4.4 to Humana Inc.'s Current Report on Form 8-K filed on December 21 , 2017). 

Fourteenth Supplemental Indenture, dated August 15, 2019, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated herein by 
reference to Exhibit4.2 to Humana lnc.'s Current Report on Form 8-K filed on August 15, 2019). 

Fifteenth Supplemental Indenture, dated August 15, 2019, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated herein by 
reference to Exhibit4.4 to Humana lnc.'s Current Report on Form 8-K filed on August 15, 2019). 

Sixteenth Supplemental Indenture, dated March 26, 2020, between the Company and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated herein by 
reference to Exhibit 4.2 to Humana Inc. 's Current Report on Form 8-K, filed March 27, 2020). 

Seventeenth Supplemental Indenture, dated March 26, 2020, between the Company and The Bank of New York Mellon Trust Company, N.A., as trustee (incorporated herein by 
reference to Exhibit 4.3 to Humana Inc. 's Current Report on Form 8-K, filed March 27, 2020). 

Description of Securities (incorporated herein by reference to Exhibit 4(o) to Humana lnc.'s Annual Report on Form 10-K for the fiscal year ended December 31, 2019). 

Form of Company's Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (without retirement provisions) 
(incorporated herem by reference to Exhibit IO(b) to Humana lnc.'s Annual Report on Form 10-K for the fiscal year ended December 31 , 2015). 

Humana Inc. Executive Incentive Compensation Plan, as amended and restated January 1, 2020. 

Trust under Humana Inc. Deferred Compensation Plans (incorporated herein by reference to Exhibit IO(p) to Humana lnc.'s Annual Report on Form 10-K for the fiscal year 
ended December 31, 1999, File No. 001-05975). 

The Hmnana Inc. Deferred Compensation Plan for Non-Employee Directors (as amended on October 18, 2012) (incorporated herein by reference to Exhibit IO(m) to Humana 
lnc.'s Annual Report on Form 10-K for the fiscal year ended December 31, 2012). 

Humana Inc. Executive Severance Policy, effective as of March I, 2019 (incorporated herein by reference to Exhibit I 0(1) to Humana lnc.'s Annual Report on Form 10-K filed 
on February 21, 2019). 

Humana Inc. Deferred Compensation Plan (incorporated herein by reference to Exhibit 4.1 to the Company's Registration Statement on Form S-8 (Reg. No. 333-171616), filed 
on January 7, 20 ll ). 

Humana Retirement Equalization Plan, as amended and restated as of January 1, 20ll (incorporated herein by reference to Exhibit IO(p) to Humana lnc.'s Annual Report on 
Form 10-K filed on February 18, 20ll). 
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Letter agreement with Humana Inc. officers concerning health insurance availability (incorporated herein by reference to Exhibit IO(mm) to Humana Inc.'s Annual Report on 
Form 10-K for the fiscal year ended December 31 , 1994, File No. 001-05975). 

Executive Long-Term Disability Program (incorporated herein by reference to Exhibit IO(a) to Humana lnc.'s Quarterly Report on Form IO-Q for the quarter ended September 
30, 2004). 

Indemnity Agreement (incorporated herein by reference to Appendix B to Humana lnc.'s Proxy Statement with respect to the Annual Meeting of Stockholders held on January 8, 
1987). 

Summary of the Company's Financial Planning Program for our executive officers (incorporated herein by reference to Exhibit IO(v) to Humana's lnc.'s Annual Report on Form 
IO-K filed on February 22, 2013. 

Five-Year $2 Billion Amended and Restated Credit Agreement, dated as of May 22, 2017, among Humana Inc., and JPMorgan Chase Bank, N.A. as Agent and as CAF Loan 
Agent, Bank of America, N.A. as Syndication Agent, Citibank, N.A., PNC Bank, National Association, U.S. Bank National Association, and Wells Fargo Bank, National 
Association, as Documentation Agents, and J.P. Morgan Chase Bank, N.A., Merrill Lynch, Pierce, Fenner & Smith Incorporated, Citigroup Global Markets, Inc., PNC Capital 
Markets LLC, U.S. Bank National Association, and Wells Fargo Securities, LLC, as Joint-Lead Arrangers and Joint Bookrunners (incorporated herein by reference to Exhibit I 0 
to Humaua lnc.'s Current Report on Form 8-K filed on May 22, 2017). 

Form of CMS Coordinated Care Plan Agreement (incorporated herein by reference to Exhibit 10.1 to Humana lnc.'s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2005, File No. 001-05975). 

Form of CMS Private Fee for Service Agreement (incorporated herein by reference to Exhibit 10.2 to Humana lnc.'s Quarterly Report on Form 10-Q for the quarter ended 
September 30, 2005, File No. 001-05975). 

Addendum to Agreement Providing for the Operation of a Medicare Voluntary Prescription Drug Plan (incorporated herein by reference to Exhibit I 0.3 to Humana lnc.'s 
Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975). 

Addendum to Agreement Providing for the Operation of an Employer/Union-only Group Medicare Advantage Prescription Drug Plan (incorporated herein by reference to 
Exhibit I0.4 to Humana lnc.'s Quarterly Report on Form 10-Q for lhe quarter ended September 30, 2005, File No. 001-05975). 

Addendum to Agreement Providing for the Operation of an Employer/Union-only Group Medicare Advantage-Only Plan (incorporated herein by reference to Exhibit 10.5 to 
Humana lnc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975). 

Addendum to Agreement Providing for the Operation of a Medicare Advantage Regional Coordinated Care Plan (incorporated herein by reference to Exhibit I0.6 to Humana 
lnc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975). 

Explanatory Note regarding Medicare Prescription Drug Plan Contracts between Humana and CMS (incorporated herein by reference to Exhibit I O(nn) to Humana Inc. 's Annual 
Report on Form 10-K for the fiscal year ended December 31, 2005, File No. 001-05975). 

Humana Inc. 2011 Stock Incentive Plan (incorporated herein by reference to Appendix A to Humana Inc. 's Proxy Statement with respect to the Annual Meeting of Stockholders 
held on April 21, 20 II). 

Amended and Restated Employment Agreement, dated as of February 27, 2014, by and between Humana Inc. and Bruce D. Broussard (incorporated herein by reference to 
Exhibit JO. I to Humana lnc.'s current report on Form 8-K filed on February 28, 2014). 

Amendment to the Amended and Restated Employment Agreement between Humana Inc. and Bruce D. Broussard, dated July 2, 2015 (incorporated herein by reference to 
Exhibit JO. I to Humana lnc.'s current report on Form 8-K filed on July 9, 2015). 
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Amendment No. 2, dated as of August 16, 2018, to the Amended and Restated Employment Agreement between Humana Inc. and Bruce D. Broussard, dated as of February 27, 
2014 (incorporated herein by reference to Exhibit IO.I to Humana lnc.s Current Report on Form 8-K, filed on August 20, 2018). 

Humana Inc. Change in Control Policy, effective March I , 2019 (incorporated herein by reference to Exhibit IO(aa) to Humana lnc.'s Annual Report on Form 10-K filed on 
February 21 , 2019). 

Form of Commercial Paper Dealer Agreement between Humana Inc. , as Issuer, and the Dealer party thereto (incorporated herein by reference to Exhibit 10.1 to Humana Inc. 's 
current report on Form 8-K filed on October 7, 2014). 

Form of Company's Stock Option Agreement under the 2011 Stock Incentive Plan (Incentive Stock Options) (incorporated herein by reference to Exhibit IO(ij) to Humana lnc.'s 
Annual Report on Form 10-K for the fiscal year ended December 31 , 2015). 

Form of Company's Stock Option Agreement under the 2011 Stock Incentive Plan (Non-Qualified Stock Options with Non-Compete/Non-Solicit) (incorporated herein by 
reference to Exhibit IO(kk) to Humana lnc.'s Annual Report on Form 10-K for the fiscal year ended December 31 , 2015). 

Form of Company's Restricted Stock Unit Agreement with Performance Vesting and Agreement not to Compete or Solicit under the 20 I I Stock Incentive Plan (incorporated 
herein by reference to Exhibit IO(nn) to Humana lnc.'s Annual Report on Form 10-K filed on February 16, 2018). 

Form of Company's Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (with retirement provisions) (incorporated 
herein by reference to Exhibit IO(ft) to Humana lnc.'s Annual Report on Form 10-K filed on February 21 , 2019). 

Form of Company's Restricted Stock Unit Agreement with Performance Vesting and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (incorporated 
herein by reference to Exhibit IO(gg) to Humana Inc.'s Annual Report on Form I 0-K filed on February 21 , 2019). 

Form of Company's Incentive Stock Option Agreement and Agreement not to Compete or Solicit under the 201 I Stock Incentive Plan (incorporated herein by reference to 
Exhibit IO(hh) to Humana lnc.'s Annual Report on Form 10-K filed on February 21 , 2019). 

Form of Company's Stock Option Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (Non-Qualified Stock Options) (incorporated herein 
by reference to Exhibit I 0(ii) to Humana Inc.'s Annual Report on Form 10-K filed on February 21, 2019). 

Humana Inc. Compensation Recoupment Policy, effective February 21 , 2019 (incorporated herein by reference to Exhibit lO(jj) to Humana lnc.'s Annual Report on Form 10-K 
filed on February 21, 2019). 

Amended and Restated Humana Inc. Stock Incentive Plan (incorporated herein by reference to Appendix A to Humana lnc.'s Proxy Statement with respect to the Annual 
Meeting of Stockholders held on April 18, 2019). 

Form of Company's Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock Incentive Plan (with 
retirement provisions) (incorporated herein by reference to Exhibit 10.2 to Humana lnc.'s Quarterly Report on Form 10-Q for the quarter ended March 31 , 2019). 

Form of Company's Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock Incentive Plan (without 
retirement provisions) (incorporated herein by reference to Exhibit 10.3 to Humana lnc. 's Quarterly Report on Form 10-Q for the quarter ended March 31, 2019). 
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Form of Company's Restricted Stock Unit Agreement with Perfonnance Vesting and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock 
Incentive Plan (incorporated herein by reference to Exhibit I 0.4 to Humana loc.'s Quarterly Report oo Form 10-Q for the quarter ended March 31, 2019). 

Form of Company's Incentive Stock Option Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock Incentive Plan 
(incorporated herein by reference to Exhibit 10.5 to Humana loc.'s Quarterly Report oo Form 10-Q for the quarter ended March 31, 2019). 

Form of Company's Stock Option Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock Incentive Piao (Non-Qualified 
Stock Options) (incorporated herein by reference to Exhibit 10.6 to Humana loc.'s Quarterly Report on Form 10-Q for the quarter ended March 31 , 2019). 

Form of Company's Stock Option Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock Incentive Plan (Non-Qualified 
Stock Options). 

Form of Company's Incentive Stock Option Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock Incentive Plan. 

Form of Company's Restricted Stock Unit Agreement with Performance Vesting and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock 
[ncentive Plan. 

Form of Company's Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Joe. Stock Incentive Plan (without 
retirement provisions). 

Form of Company's Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock Incentive Plan (with 
retirement provisions). 

Code of Conduct for Chief Executive Officer & Senior Financial Officers (incorporated herein by reference to Exhibit 14 to Humana lnc.'s Annual Report on Form 10-K for the 
fiscal year ended December 31 , 2003). 

List of subsidiaries. 

Consent of PricewaterhouseCoopers LLP. 

CEO certification pursuant to Rule 13a-14(a)/15d-14(a). 

CFO certification pursuant to Rule 13a-l 4( a)/l Sd-14( a). 

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes - Oxley Act of 2002. 

The following materials from Humana lnc.'s Annual Report on Form 10-K formatted in iXBRL (Joline Extensible Business Reporting Language): (i) the Consolidated Balance Sheets at 
December 31, 2020 and 2019; (ii) the Consolidated Statements of Income for the years ended December 31, 2020, 2019 and 2018; (iii) the Consolidated Statements of Comprehensive 
Income for the years ended December 31 , 2020, 2019 and 2018; (iv) the Consolidated Statements of Stockholders' Equity as of December 31, 2020, 2019, and 2018; (v) the Consolidated 
Statements of Cash Flows for the years ended December 3 I , 2020, 20 I 9 and 20 I 8; and ( vi) Notes to Consolidated Financial Statements. The instance document does not appear in the 
Interactive Data File because its XBRL tags are embedded within the Inline XBRL document. 

I 04 Cover Page Interactive Data File formatted in Joline XBRL and contained in Exhibit 101. 
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*Exhibits lO(a) through and including IO(k), and Exhibits lO(t) through and including lO(x), as well as Exhibits IO(z) through and including Exhibit lO(rr) are compensatory plans or management 
contracts. 

**Pursuant to Rule 24b-2 of the Exchange Act, confidential portions of this exhibit have been omitted and filed separately with the Securities and Exchange Commission pursuant to a request for 
confidential treatment. 

tSubmitted electronically with this report. 
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Humana Inc. 

SCHEDULE I-PARENT COMPANY FINANCIAL INFORMATION 
CONDENSED BALANCE SHEETS 

Current assets: 
Cash and cash equivalents 
Investment securities 
Receivable from operating subsidiaries 
Other current assets 

Total current assets 
Property and equipment, net 
Investments in subsidiaries 
Equity method investment in Kindred at Home 
Long-tenn investment securities 
Other long-term assets 

Total assets 

ASSETS 

LIABILITIES AND STOCKHOLDERS' EQUITY 
Current liabilities: 

Payable to operating subsidiaries 
Current portion of notes payable to operating subsidiaries 
Book overdraft 
Short-term debt 
Other current liabilities 

Total current liabilities 
Long-term debt 
Other long-term liabilities 

Total liabilities 
Commitments and contingencies 
Stockholders' equity: 

Preferred stock, $1 par; 10,000,000 shares authorized; none issued 
Common stock, $0.16 2/3 par; 300,000,000 shares authorized; 

198,648,742 shares issued at December 31, 2020 and 198,629,992 
shares issued at December 31 , 2019 

Capital in excess of par value 
Retained earnings 
Accumulated other comprehensive income (loss) 
Treasury stock, at cost, 69,787,614 shares at December 31 , 2020 

and 66,524,771 shares at December 31, 2019 
Total stockholders' equity 
Total liabilities and stockholders' equity $ 

See accompanying notes to the parent company financial statements. 

135 

2020 

December 31, 

(in millions, except share 
amounts) 

2019 

436 $ 1,006 
336 355 

1,187 1,248 
763 778 

2,722 3,387 
1,774 1,403 

17,005 14,763 
1,147 1,063 

836 32 
686 746 

24,170 =$=======2=1=,3=94= 

1,342 
36 

120 
600 

1,438 
3,536 
6,060 

846 
10,442 

33 
2,705 

20,517 
391 

(9,918) 
13,728 
24,170 

$ 

$ 

1,975 
36 
40 

699 
1,128 
3,878 
4,967 

512 
9,357 

33 
2,820 

17,483 
156 

(8,455) 
12,037 
21,394 
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Revenues: 
Management fees charged to operating subsidiaries 
Investment and other income. net 

Expenses: 
Operating costs 
Depreciation 
Interest 

Other expense (income), net 
Loss on sale of business 

Humana Inc. 

SCHEDULE I-PARENT COMPANY FINANCIAL INFORMATION 
CONDENSED STATEMENTS OF INCOME 

2020 

2,216 

763 

2,979 

2,204 

397 
283 

2,884 
60 

Income (loss) before income taxes and equity in net earnings of subsidiaries 

Provision (benefit) for income taxes 
35 
18 

Income (loss) before equity in net earnings of subsidiaries 

Equity in net earnings of subsidiaries 
Equity in net earnings of Kindred at Home 
Net income 

See accompanying notes to the parent company financial statements. 
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17 
3,269 

81 

3,367 

For the year ended December 31, 
2019 2018 

(in millions) 

$ 1,789 $ 1,666 
28 30 

1,817 1,696 

1,577 1,468 

387 342 
242 218 

2,206 2,028 
(506) 33 

782 

117 (1 ,147) 
27 (542) 

90 (605) 
2,603 2,277 

14 11 

$ 2,707 $ 1,683 
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Humana Inc. 

SCHEDULE I-PARENT COMPANY FINANCIAL INFORMATION 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME 

Net income 
Other comprehensive income (loss): 

Change in gross unrealized investment gains/losses 
Effect of income taxes 

Total change in unrealized investment 
gains/losses, net of tax 

Reclassification adjustment for net realized 
gains included in investment income 
Effect of income taxes 

Total reclassification adjustment, net of tax 

Other comprehensive income (loss), net of tax 

Comprehensive income (loss) attributable to our equity method 
investment in Kindred at Home 
Comprehensive income 

2020 

3,367 

393 
(89) 

304 

(90) 
20 

(70) 

234 

3,602 

See accompanying notes to the parent company financial statements. 
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For the year ended December 31, 
2019 2018 

(In millions) 

$ 2,707 $ 1,683 

450 (189) 
(105) 51 

345 (138) 

(34) (53) 
8 17 

(26) (36) 

319 (174) 

(4) (4) 

$ 3,022 $ 1,505 
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Net cash provided by operating activities 
Cash flows from investing activities: 

Acquisitions, net of cash acquired 

Humana Inc. 

SCHEDULE I-PARENT COMPANY FINANCIAL INFORMATION 
CONDENSED STATEMENTS OF CASH FLOWS 

2020 

2,531 

(709) 
Acquisitions, equity method investment in Kindred at Home 
Capital contributions to operating subsidiaries 
Purchases of investment securities 
Proceeds from sale of investment securities 
Maturities of investment securities 
Purchases of property and equipment, net 

Net cash used in investing activities 
Cash flows from financing activities: 

Proceeds from issuance of senior notes, net 
Repayment of senior notes 
Proceeds (repayments) from issuance of commercial paper, net 
Proceeds from tenn loan 
Repayment of term loan 
Change in book overdraft 
Common stock repurchases 
Dividends paid 
Proceeds from stock option exercises and other 

Net cash used in financing activities 
(Decrease) increase in cash and cash equivalents 
Cash and cash equivalents at beginning of year 
Cash and cash equivalents at end of year 

(538) 
(460) 

13 
411 

(785) 

(2,068) 

1,088 
(400) 
295 

1,000 
(1 ,000) 

80 
(1 ,820) 

(323) 
47 

(1 ,033) 

(570) 
1,006 

436 

See accompanying notes to the parent company financial statements. 
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For the year ended December 31, 
2019 2018 

(in millions) 

$ 3,529 $ 2,719 

(354) 
(1,095) 

(423) (697) 
(204) (145) 

IS 35 
134 59 

(585) (465) 

(1,063) (2,662) 

987 
(400) 
(360) 485 

1,000 
(650) (350) 

2 (3) 
(1,070) (1 ,090) 

(291) (265) 
57 48 

(1,725) (175) 

741 (118) 
265 383 

$ 1,006 $ 265 
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I. BASIS OF PRESENTATION 

Humana Inc. 

SCHEDULE I-PARENT COMPANY FINANCIAL INFORMATION 
NOTES TO CONDENSED FINANCIAL STATEMENTS 

Parent company financial information has been derived from our consolidated financial statements and excludes the accounts of all operating subsidiaries. This information should be read in 
conjunction with our consolidated financial statements. 

2. TRANSACTIONS WITH SUBSIDIARIES 

Management Fee 

Through intercompany service agreements approved, if required, by state regulatory authorities, Humana Inc. , our parent company, charges a management fee for reimbursement of certain 
centralized services provided to its subsidiaries including information systems, disbursement, investment and cash administration, marketing, legal, finance, and medical and executive management 
oversight. 

Dividends 

Cash dividends received from subsidiaries and included as a component ofnet cash provided by operating activities were $1.3 billion in 2020, $1.8 billion in 2019, and $2.3 billion in 2018. 

Guarantee 

Through indemnity agreements approved by state regulatory authorities, certain of our regulated subsidiaries generally are guaranteed by our parent company in the event of insolvency for: (I) 
member coverage for which premium payment has been made prior to insolvency; (2) benefits for members then hospitalized until discharged; and (3) payment to providers for services rendered 
prior to insolvency. Our parent bas also guaranteed the obligations of our military services subsidiaries and funding to maintain required statutory capital levels of certain other regulated subsidiaries. 

3. REGULATORY REQUIREMENTS 

Certain of our subsidiaries operate in states that regulate the payment of dividends, loans, or other cash transfers to Humana Inc., our parent company, and require minimum levels of equity as 
well as limit investments to approved securities. The amount of dividends that may be paid to Humana Inc. by these subsidiaries, without prior approval by state regulatory authorities, or ordinary 
dividends, is limited based on the entity's level of statutory income and statutory capital and surplus. If the dividend, together with other dividends paid within the preceding twelve months, exceeds a 
specified statutory 1imit or is paid from sources other than earned surplus, it is generally considered an extra.ordinary dividend requiring prior regulatory approval. In most states, prior notification is 
provided before paying a dividend even if approval is not required. 

Although minimum required levels of equity are largely based on premium volume, product mix, and the quality of assets held, minimum requirements vary significantly at the state level. Our 
state regulated insurance subsidiaries had aggregate statutory capital and surplus of approximately $9.4 billion and $8.0 billion as of December 31, 2020 and 2019, respectively, which exceeded 
aggregate minimum regulatory requirements of $7.0 billion and $5.9 billion, respectively. The amount of ordinary dividends that may be paid to our parent company in 2021 is approximately $1.4 
billion in the aggregate. The amom1t, timing and mix of ordinary and extraordinary dividend payments will vary due to state regulatory requirements, the level of excess statutory capital and surplus 
and expected future surplus requirements related to, for example, premium volume and product mix. Actual dividends that were paid to our parent company were approximately $1.3 billion in 2020, 
$1.8 billion in 2019, and $2.3 billion in 2018. 
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Humana Inc. 

SCHEDULE I-PARENT COMPANY FINANCIAL INFORMATION 
NOTES TO CONDENSED FINANCIAL STATEMENTS----{Continued) 

Our use of operating cash flows derived from our non-insurance subsidiaries, such as in our Healthcare Services segment, is generally not restricted by state departments of insurance ( or 
comparable state regulators). 

4. ACQUISITIONS AND DIVESTITURES 

Refer to Notes 3 and 4 of the notes to consolidated financial statements in this Annual Report on Form 10-K for a description of certain acquisitions and divestitures. During 2020, 2019 and 
2018, we funded certain non-regulated subsidiary acquisitions with contributions from Humana Inc., our parent company, inc1uded in capital contributions in the condensed statement of cash flows. 

5. INCOME TAXES 

Refer to Note 12 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of income taxes. 

6.DEBT 

Refer to Note 13 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of debt. 

7. STOCKHOLDERS' EQUITY 

Refer to Note 16 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of stockholders' equity, including stock repurchases and 
stockholder dividends. 
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Allowance for loss on receivables: 
2020 
2019 
2018 

Deferred tax asset valuation allowance: 
2020 
2019 
2018 

$ 

Humana Inc. 
SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS 

For the Years Ended December 31, 2020, 2019, and 2018 

69 $ 

79 
96 

(45) 
(54) 
(49) 

(in millions) 

Acquired/(Disposed) 
Balances 

Charged 
(Credited) to 

Costs and 
Expenses 

Additions 

36 S 
(I) 
36 

8 
9 

(5) 

Charged to 
Other 

Accounts(]) 

(I) $ 

(29) 

Deductions ., 
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(l) Represents changes in retroactive membership adjustments to premiums revenue and contractual allowances adjustments to services revenue as more fully described in Note 2 to the 
consolidated financial statements included in this annual report on Form 10-K. 
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ITEM 16. FORM 10-K SUMMARY 

None. 
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SIGNATURES 

l'uniuant to the requirements of Sections 13 or 15( d) of the Securities Exchange Act of1934, the Company has duly caused this report to be signed on its behalf by the undersigned, thereto duly 
authorized. 

HUMANA INC. 

By: 

Date: 

Isl BRIAN A. KANE 
Brian A, Kane 

Chief Financial Officer 
(Principal Financial Oflker) 

February 18, 2021 

l'uniuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Company and in the capacities and on the date 
indicated. 

Signature 

is/ BRIAN A. KANE 
Brian A.Kane 

is/ CYNTHIA H. ZIPPERLE 
Cynthia H. Zipperle 

is/ BRUCE D. BROUSSARD 
Bruce D. Bro1U1sard 

is/ KURT J. IIILZINGER 
Kurt J. Hilzmger 

is/ FRANK BISIGNANO 
Frank Bisignano 

is/ FRANK A. D' AMELIO 
Frank A. D' Amelio 

is/ RAQUEL C. BONO, M.D. 
Raquel C. Bono, M.D. 

is/ WAYNE A. I. FREDERICK, M.D. 
Wayne A. L Frederick, M.D. 

is/ JOHN W. GARRATT 
John W. Garratt 

is/ DAVID A. JONES, JR 
David A. Jones, Jr. 

is/ KAREN W. KATZ 
Kan:nW.Katz 

is/ WILLIAM J. MCDONALD 
WUHam J, McDonald 

is/ JAMES J. O'BRIEN 
James J. O'Brien 

is/ MARJSSA T. PETERSON 
Muissa T. Petenon 

Chief Financial Officer 
(Principal Financial Officer) 

Title 

Senior Vice President and Chief Acccunting Officer (Principal Accounting 
Officer) 

President and ChiefExecntive Officer, 
Director (Principal Execntive Officer) 

Chairman of the Board 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

Director 
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Date 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 

February 18, 2021 
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I. OBJECTIVES. 

HUMANA INC. 
EXECUTIVE INCENTIVE COMPENSATION PLAN 

As Amended and Restated January 1, 2020 

The objectives of the Humana Inc. Executive Incentive Compensation Plan, as amended and 
restated (the "Plan") are to (i) link the compensation of selected executives to certain key performance 
targets; and (ii) reward them, when appropriate, for their efforts in achieving the performance targets of 
Humana Inc. (the "Company"), consistent with appropriate balance of risk and reward and appropriate 
governance and risk management practices aligned to the Company's short-term and long-term strategic 
plan. 

II. ELIGIBILITY AND AWARDS. 

A. Executives eligible to participate in this Plan ("Participants") will be limited to Section 16 officers of 
Humana Inc., as determined pursuant to Section 16 of the Securities Exchange Act of 1934, as 
amended (the "Exchange Act"). Participation in the Plan will be approved by the Organization & 
Compensation Committee of the Board of Directors of the Company (the "Committee"). Each 
Participant shall be notified of his/her selection as a Participant. 

B. Incentive compensation will be computed by measuring the Company's achievement of 
predetermined goals ("Performance Targets") established by the Committee in accordance with 
Internal Revenue Service regulations promulgated under Section 162(m) of the Internal Revenue 
Code as amended (the "Code"), to the extent applicable. Performance Targets may be expressed 
in terms of (i) earnings per share, (ii) share price, (iii) consolidated net income, (iv) pre-tax profits, 
(v) earnings or net earnings, (vi) return on equity or assets, (vii) sales, (viii) cash flow from 
operating activities, (ix) return on invested capital , (x) membership , (xi) other performance 
objectives as determined by the Committee, to the extent permitted under Section 162(m) of the 
Code (if applicable), or (xii) any combination of the foregoing. Performance Targets may be in 
respect of the performance of the Company, any of its Subsidiaries, any of its divisions or any 
combination thereof. Performance Targets may be absolute or relative (to prior performance of 
the Company or to the performance of one or more other entities or external indices) and may be 
expressed in terms of a progression within a specified range . 

C. Incentive compensation for a fiscal year or other relevant period determined by the Committee 
("Performance Period") shall be based on the Participant's base salary paid or accrued during 
such fiscal year exclusive of any bonus, equity compensation, or fringe benefits paid or accrued 
during such fiscal year ("Salary''). The Committee shall determine, subject to the limits in the Plan, 
the potential percentage of Salary which any Participant shall be eligible to receive as incentive 
compensation , which need not be the same for each Participant. The precise percentage earned 
shall be based upon a schedule of achievement of Performance Targets. Notwithstanding 
anything herein to the contrary, the maximum incentive compensation paid for any fiscal year to 
the CEO may not exceed Six Million Dollars ($6 ,000,000), or Three Million Dollars ($3,000,000) 
for any other Participant. 

D. The Company's achievement of any relevant Performance Targets will be determined in 
accordance with generally accepted accounting principles . Any incentive compensation 
generated pursuant to incentive plans of the Company, including this Plan, shall be accrued and 
deducted as an expense in the appropriate fiscal year in determining the achievement of any 
Performance Targets. 

E. Each Participant may receive an award ("Award") if the Performance Target(s) established by the 
Committee are attained in the applicable Performance Period. The applicable Performance 
Period and Performance Target(s) shall be determined by the Committee consistent with the 
terms of the Plan and, to the extent applicable, Section 162(m) of the Code. Notwithstanding the 
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fact that the Performance Target(s) have been attained, the Committee may pay an Award of less 
than the amount determined by the formula or standard established by the Committee or may pay 
no Award at all. 

F. The specific Performance Target(s) must be established by the Committee in advance of the 
deadlines applicable under Section 162(m) of the Code, to the extent applicable, and while the 
performance relating to the Performance Target(s) remains substantially uncertain within the 
meaning of Section 162(m) of the Code. The Performance Target(s) with respect to any 
Performance Period may be established on a cumulative basis or in the alternative, and may be 
established on a stand-alone basis with respect to the Company or on a relative basis with 
respect to any peer companies or index selected by the Committee. At the time the Performance 
Target(s) are selected, the Committee shall provide, in terms of an objective formula or standard 
for each Participant, the method of computing the specific amount of Award payable to the 
Participant if the Performance Target(s) are attained. The objective formula or standard shall 
preclude the use of discretion to increase the amount of any Award earned pursuant to the terms 
of the Award. 

G. If services as a Participant commence after the adoption of the Plan and the Performance 
Target(s) are established for a Performance Period, the Committee may grant an Award that is 
proportionately adjusted based on the period of actual service, and the amount of any Award paid 
to such Participant shall not exceed that proportionate amount of the applicable maximum 
individual Award allowable under the Plan. 

H. Notwithstanding anything to the contrary set forth herein, the Performance Target(s) shal l be 
adjusted to reflect the following events, subject to such event resulting in a change to the 
applicable Performance Target in excess of the aggregate threshold amount established by the 
Committee at the time of the granting of the applicable Award; : (A) the acquisition or disposition 
of a business, a merger, or a similar transaction, and the related integration costs including 
external costs such as legal, accounting and consulting fees and internal costs such as 
severance and benefits, contract cancellation costs, lease abandonment costs, overhead costs of 
integration including allocated wages and benefits and administrative costs in connection 
therewith ; (B) the impact of securities issuances or repurchases in connection with an acquisition 
or disposition of a business, a merger, or a similar transaction, and related expenses including 
both direct and incremental costs incurred in connection therewith; (C) changes in accounting 
principles, tax laws, or other laws, provisions or regulations; (D) any litigation or regulatory 
investigations not in the ordinary course of business: (E) restructuring activity, including, but not 
limited to, reductions in force not in the ordinary course of business; (F) impact of exit or disposal 
activities, such as the close of blocks of business, market or product exits, asset sales or 
abandonments, contracts placed in run-off, related premium deficiency reserves or capital 
charges; and (G) any extraordinary, natural disaster, unusual and/or infrequent event, including, 
but not limited to those defined by SEC Regulation S-K Item 10(e), as appropriate for reporting as 
non-GAAP financial measures. For the avoidance of doubt, the Committee shall in all events 
retain the discretion to reduce (but not increase) any Award , regardless of the result of any 
adjustments described above. 

I. To preserve the intended incentives and benefits of an Award based on a Performance Target, 
the Committee may determine at the time Performance Targets are established that certain 
adjustments shall apply to the objective formula or standard with respect to the applicable 
Performance Target to take into account, in whole or in part, in any manner specified by the 
Committee, any one or more of the following with respect to the Performance Period: (i) the gain, 
loss, income or expense resulting from changes in accounting principles that become effective 
during the Performance Period; (ii) the gain, loss, income or expense reported publicly by the 
Company with respect to the Performance Period that are extraordinary or unusual in nature or 
infrequent in occurrence: (iii) the gains or losses resulting from, and the direct expenses incurred 
in connection with the disposition of a business, or the sale of investments or non-core assets; 
(iv) the gain or loss from all or certain claims and/or litigation and all or certain insurance 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
146 of 216

Exempt from Business Proposal 
and Total Page Limits

540(E)

recoveries relating to claims or litigation; (v) the impact of impairment of tangible or intangible 
assets; including goodwill; (vi) the impact of restructuring or business recharacterization activities, 
including but not limited to reductions in force, that are reported publicly by the Company; or (vii) 
the impact of investments or acquisitions made during the year or, to the extent provided by the 
Committee, any prior year. Each of the adjustments described in this Section may relate to the 
Company as a whole or any part of the Company's business operations. The adjustments are to 
be determined in accordance with generally accepted accounting principles and standards, 
unless another objective method of measurement is designated by the Committee. In addition to 
the foregoing, the Committee shall adjust any Performance Targets or other features of an Award 
that relate to or are wholly or partially based on the number of, or the value of, any stock of the 
Company, to reflect any stock dividend or split, recapitalization , combination or exchange of 
shares or other similar changes in such stock. 

J. The Committee has the sole discretion to determine the standard or formula pursuant to which 
each Participant's Award shall be calculated and whether all or any portion of the amount so 
calculated will be paid, subject in all cases to the terms, conditions and limits of the Plan. To this 
same extent, the Committee may at any time establish (and , once established, rescind , waive or 
amend) additional conditions and terms of payment of Awards (including but not limited to the 
achievement of other financial , strategic or individual goals, which may be objective or subjective) 
as it may deem desirable in carrying out the purposes of the Plan and may take into account such 
other factors as it deems appropriate in administering any aspect of the Plan. The Committee 
may not, however, increase the maximum amount permitted to be paid to any individual under the 
Plan or pay Awards under this Plan if applicable Performance Target(s) have not been satisfied. 

K. Incentive compensation shall be paid to Participants on or before March 15,h of the year following 
the fiscal year with respect to which it was earned or such earlier date as may be required in 
order that such amount be deductible under the Code for the fiscal year with respect to which it 
was earned. 

Ill. ADMINISTRATION OF THIS PLAN. 

The Committee has sole authority (except as specified otherwise herein) to determine all 
questions of interpretation and application of the Plan, or of the terms and conditions pursuant to which 
Awards are granted under the Plan and in general, to make all determinations advisable for the 
administration of the Plan to achieve its purpose. The Committee determinations under the Plan 
(including without limitation, determinations of the persons to receive Awards, the form , amount and 
timing of such Awards, the terms and provisions of such Awards and any agreements evidencing such 
Awards) need not be uniform and may be made by the Committee selectively among persons who 
receive or are eligible to receive Awards under the Plan, whether or not such persons are similarly 
situated. Such determinations shall be final and not subject to further appeal. 

IV. TERMINATION OF EMPLOYMENT. 

Subject to the discretion of the Committee, a Participant must be actively employed or on short­
term disability (as determined pursuant to the applicable Company policy) on the last day of the 
applicable Performance Period to be eligible for a payout, unless the Participant's employment was 
terminated due to: (i) the Participant's death or [Disability (as defined in the Amended and Restated 
Humana Inc. Stock Incentive Plan)] ; (ii) the Participant's Retirement; or (iii) the Participant's termination of 
employment due to a (A) Workforce Reduction, (B) Position Elimination, (C) Divestiture or (D) position 
reassignment to a Strategic Joint Venture (as each term is defined in the Amended and Restated 
Humana Inc. Stock Incentive Plan). To the extent that a Participant is not actively employed on the last 
day of the applicable Performance Period due to death, Disabil ity, Retirement, Workforce Reduction , 
Position Elimination, Divestiture or position reassignment to a Strategic Joint Venture, the Participant will 
be eligible to receive a pro-rated Award based on the period that the Participant was actively employed 
during the Performance Period, with the amount of the pro-rated Award to be based on actual 
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performance and paid at the same time as Awards are paid to employees who remain actively employed 
through the end of the applicable Performance Period. 

V. AMENDMENT OF PLAN. 

Subject to any restrictions imposed under Section 162(m) of the Code, to the extent applicable, 
the Committee may at any time and from time to time alter, amend, suspend or terminate the Plan in 
whole or in part, provided that no such amendment that would require the consent of the Board and/or 
stockholders of the Company pursuant to Section 162(m) of the Code, to the extent applicable, or the 
Exchange Act, any New York Stock Exchange (or other relevant stock exchange) rule or regulation , or 
any other applicable law, rule or regulation, shall be effective without such consent. 

VI. GENERAL PROVISIONS. 

A. No person has any claim or right to be included in this Plan or to be granted incentive 
compensation under this Plan until such individual has been declared a Participant and received 
official notice thereof in accordance with the procedures as set forth in this Plan. In addition, all of 
the requirements and applicable ru les and regulations of this Plan must have been met including, 
but not limited to the availability of funds for incentive compensation awards and the 
determination by the Committee of the extent to which Performance Targets have been met. 

B. The designation of an individual as a Participant under this Plan does not in any way alter the 
nature of the Participant's employment relationship. Participation in this Plan shall not constitute a 
contract of employment between the Company or any subsidiary and any person and shall not be 
deemed to be consideration for, or a condition of, continued employment of any person. 

C. No benefit provided under the Plan shall be subject to alienation or assignment by a Participant 
(or by any person entitled to such benefit pursuant to the terms of this Plan), nor shall it be 
subject to attachment or other legal process except (i) to the extent specifically mandated and 
directed by applicable state or federal statute; and (ii) as requested by the Participant and 
approved by the Committee to members of the Participant's fami ly, or a trust established by the 
Participant for the benefit of family members. 

D. The Company or a subsidiary may withhold any applicable federal, state or local taxes at such 
time and upon such terms and conditions as required by law or determined by the Company or 
subsidiary. 

E. Each member of the Committee (and each person to whom the Committee or any member 
thereof has delegated any of its authority or power under this Plan) shall be fully justified in 
relying or acting in good faith upon any report made by the independent public accountants of the 
Company and its subsidiaries and upon any other information furnished the Committee in 
connection with the Plan. In no event shall any person who is or shall have been a member of the 
Committee be liable for any determination made or other action taken or any omission to act in 
reliance upon any such report or information , or for any action taken or failure to act if in good 
faith . 

F. In the event the Company becomes a party to a merger, consolidation, sale of substantially all of 
its assets or any other corporate reorganization in which the Company will not be the surviving 
corporation or in which the holders of the common stock of the Company will receive securities of 
another corporation (in any such case, the "New Company"), then the New Company shall 
assume the rights and obligations of the Company under this Plan. All matters relating to the Plan 
or to G. Awards granted hereunder shall be governed by the laws of the State of Delaware, 
without regard to the principles of conflict of laws. 

G. The expenses of administering the Plan shall be borne by the Company and its subsidiaries. 
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H. The titles and headings of the sections in the Plan are for convenience of reference only, and in 
the event of any conflict, the text of the Plan, rather than such titles or headings, shall control. 

VII. STOCKHOLDER APPROVAL. 

This Plan has been previously approved by the Company's stockholders at the April 24, 2008 
annual meeting of stockholders. 

VIII. INTERNAL REVENUE CODE SECTION 162(m). 

Transactions under this Plan are intended to comply with all applicable conditions of Section 
162(m) of the Internal Revenue Code, as amended, or its successor. To the extent any provision of the 
Plan or action by the Committee fai ls to so comply (to the extent applicable), it shall be deemed null and 
void, to the extent permitted by law and deemed advisable by the Committee. 

VIII. INTERNAL REVENUE CODE SECTION 409A. 

All Awards granted under the Plan are intended to be exempt from Section 409A of the Code. 
Notwithstanding this or any other provision of the Plan to the contrary, the Committee may amend the 
Plan or any Award granted hereunder in any manner, or take any other action that it determines, in its 
sole discretion, is necessary, appropriate or advisable (including replacing any Award) to cause the Plan 
or any Award granted hereunder to not be subject to Section 409A of the Code. Any such action, once 
taken, shall be deemed to be effective from the earliest date necessary to avoid a violation of Section 
409A of the Code and shall be final, binding and conclusive on all Participants and other individuals 
having or claiming any right or interest under the Plan. 

Adopted: August 21, 2019 
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HUMANA INC. 
STOCK OPTION AGREEMENT 

AND AGREEMENT NOT TO COMPETE OR SOLIClT 
UNDER THE AME OED AND RESTATED STOCK I CENTIVE PLAN 

TRLS AGREEMENT {"Agreement") made as of <award_date> (the "Date of Grant") by and 

between HUMANA INC., a corporation duly organized and existing under the laws of the State of 

Delaware (hereinafter referred to as the "Company") , and <first_name> <middle_name> <last_name>, an 

employee of the Company (hereinafter referred to as "Optfonee"). 

WITNESS ETH 

WHEREAS, the Amended and Restated Humana Inc. Stock Incentive Plan (the "Plan") , was 

approved by the Company's Board of Directors and stockholders; and 

WHEREAS, the Company desires to grant to Optionee an option to purchase shares of common 

stock of the Company in accordance with the Plan; 

NOW, THEREFORE, in consideration of the premises and mutual covenants hereinafter set forth, 

and other good and valuable consideration, the Company and Optionee agree as follows: 

I. OPTJON GRANT 

A. Grant of Option. The Company hereby grants to Optionee, as a matter of separate 

inducement and agreement and not in lieu of salary or other compensation for services, a Non-Qualified 

Stock Option to purchase <shares_awarded> shares of the $.16-2/3 par value common stock of the 

Company ("Common Stock") at the purchase price of <award_price> per share (the "Option") exercisable 

on the terms and conditions set forth herein. 

B. Term. The term of the Option shall commence upon the Date of Grant, and shall expire 

on <expire_Date>. 

C. Vesting of Option . Except as otherwise set forth herein, the Option shall be exercisable 

by Optionee or his/her personal representat ive on and after the first anniversary of the Date of Grant in 

cumulative annual installments of one-third of the number of Shares covered hereby. 

D. Effect of Termination of Employment on Option. If the employment of Optionee by the 

Company is terminated for Cause, all the rights of Optionee under this Agreement, whether or not 

exercisable, shall terminate immediately. If the employment of Optionee is terminated for any reason other 

than for Cause, the Option shall vest and remain exercisable in accordance with Sections 12 and 13 of the 

Plan. 

NQ - NCNS - RE 
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E. Exercise of Option. 

1. The Option shall be exercisable only by written notice to the Secretary of the Company at 

the Company's principal executive offices, or through the online procedure to such broker-dealer as 

designated by the Company, Optionee or his/her legal representative as herein provided . Such notice shall 

state the number of Shares with respect to which the Option is being exercised and shall be signed, or 

authorized electronically, by Optionee or his/her legal representative, as applicable. 

2. The purchase price shall be paid as follows: (a) In full in cash upon the exercise of the 

Option; (b) By tendering to the Company Shares owned by Optionee prior to the date of exercise and having 

an aggregate Fair Market Value equal to the cash exercise price appl icable to the Option ; (c) A combination 

of l(E)(2)(a) and l(E)(2)(b) above; or (d) Through the cashless exercise provisions of the designated broker­

dealer as described in the procedures communicated to Optionee by the Company. 

3. Federal, state and local income and employment taxes and other amounts as may be 

required by law to be collected by the Company ("Withholding Taxes") in connection with the exercise 

of the Option shall be paid pursuant to the Plan by Optionee prior to the delivery of any Common Stock 

under this Agreement. The Company shall , at Optionee's election, withhold delivery of a number of Shares 

with a Fair Market Value as of the exercise date equal to the Withholding Taxes in satisfaction of Optionee's 

obligations hereunder. 

ll. AGREEMENT NOT TO COMPETE AND AGREEMENT OT TO SOLICIT. 

Optionee agrees and understands that the Company's business is a profit-generating business 

operating in a highly competitive business environment and that the Company has a legitimate business 

interest in, among other things, its confidential information and trade secrets (including as protected in other 

agreements and policies between the Company and Optionee) that it is providing Optionee, and in the 

significant time, money, training, team building and other efforts it expends to develop Optionee's skills to 

assist in performing Optionee's duties for the Company, including with respect to establishing, developing 

and maintaining the goodwill and business relationships with Protected Relationships (defined below) and 

employees, each of which Optionee agrees are valuable assets of the Company to which it has devoted 

substantial resources. Optionee acknowledges that the grant Optionee is receiving under the Plan is a 

meaningful way that the Company entrusts Optionee with its goodwill and aligns Optionee with the 

Company objective of increasing the value of the Company's business. Accordingly, Optionee 

acknowledges the importance of protecting the value of the Company's business through, among other 

things, covenants to restrict Optionee from engaging in activities that would adversely affect the value of 

the Company and its goodwi ll. 

2 
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A. Agreement ot to Compete. 

1. Optionee agrees that during the Restricted Period (defined below) and within the Restricted 

Geographic Area (defined below), Optionee will not, directly or indirectly, perform or engage in 

Competitive Product or SeNices (defined below) with a Competitor (defined below). Optionee may not 

accept employment with a Competitor (defined below) unless the Competitor's business is diversified and 

the Company receives Written Assurances from the Competitor and Optionee that are satisfactory to the 

Company that Optionee, during the Restricted Period, will not work on or provide Competitive Products or 

Services or otherwise use or disclose the Company's confidential information or trade secrets. 

2. For Section ll(A) , such "Written Assurances" must contain a written statement detailing 

the identity of the Competitor and the nature of the seNices that Optionee will provide to the Competitor 

with sufficient detail to allow the Company to independently assess whether Optionee is or will be in 

violation of the Agreement. The Company must also receive such "Written Assurances" at least ten 

business days before Optionee commences employment for the Competitor. Such "Written Assurances" 

shall be delivered to the Company's Chief Human Resource Officer or his/her authorized delegate. 

3. Nothing in this Agreement is intended to prevent Optionee from investing Optionee's funds 

in securities of a person engaged in a business that is directly competitive with the Company if the securities 

of such a person are listed for trading on a registered securities exchange or actively traded in an over-the­

counter market and Optionee's holdings represent less than one percent (1 %) of the total number of 

outstanding shares or principal amount of the securities of such a person. 

B. Agreement Not to Solicit Protected Relationships. During the Restricted Period (defined 

below) and in connection with a Competitive Product or Service (defined below), Optionee shall not, 

individually or jointly with others, directly or indirectly, or by assisting others, (1) Solicit (defined below) 

any Protected Relationships (defined below); or (2) Solicit any Protected Relationships to terminate a 

relationship with the Company, its subsidiaries, and/or its affiliates, reduce the volume of their business 

dealings with the Company, its subsidiaries, and/or its affiliates, or to otherwise cease to accept services or 

products from the Company, its subsidiaries, and/or its affiliates. 

C. Agreement Not to Solicit Employees. During the Restricted Period, Optionee shall not, 

individually or jointly with others, directly or indirectly, or by assisting others, (1) Solicit any employees 

or former employees of the Company, its subsidiaries, and/or its affiliates with whom Optionee worked , 

had business contact, or about which Optionee gained non-public or confidential information ("Employees 

or Former Employees"); (2) contact or communicate with Employees or Former Employees for the purpose 

of Soliciting them to terminate their employment or find employment or work with another person or entity; 

(3) provide, share, or pass along to any person or entity the name, contact and/or background information 

about any Employees or Former Employees or provide references or any other information about them: (4) 

3 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
153 of 216

Exempt from Business Proposal 
and Total Page Limits

547(E)

provide, share, or pass along to Employees or Former Employees any information regarding potential jobs 

or entities or persons to work for, including but not limited to job openings, job postings, or the names or 

contact information of individuals or companies hiring people or accepting job applications; and/or (5) offer 

employment or work to any Employees or Former Employees. For purposes of this covenant, "Former 

Employees" shall refer to employees who are not employed by the Company, its subsidiaries, and/or its 

affiliates at the time of the attempted recruiting or hiring, but were employed by, or working for the 

Company, its subsidiaries, and/or its affiliates in the three months prior to the time of the attempted 

recruiting or hiring and/or interference. 

D. Effect of Termination of Emplovment other than a Change in Control Termination 

on Agreements Not to Compete and Not to Solicit. 

1. In the event Optionee voluntarily resigns or is discharged by the Company with Cause at 

any time prior to the vesting of the Options, the prohibitions on Optionee set forth in Sections I l(A), 1 l(B) 

and I l(C) shall remain in full force and effect. 

2. In the event Optionee is discharged by the Company other than with Cause, including in 

connection with a Workforce Reduction or Posit ion Elimination, or certain divestiture related terminations, 

prior to the vesting of the Options, the prohibitions set forth in Section I l(A) shall remain in full force and 

effect during the period of time following Optionee's termination equal to the lesser of (x) the Restricted 

Period or (y) the period of time during which Optionee is deemed to be entitled to severance measured by 

the sum of (i) the number of weeks Optionee is entitled to severance under the Company's applicable 

severance policy, plus (ii) a number of weeks equal to (A) the value of the Options that would remain 

outstanding subject to the achievement of the performance goals (or the value of the acceleration, if any, of 

the vesting of any Options as a resu lt of Optionee's termination under this Agreement or the Plan that would 

otherwise have been forfeited) , with such value measured by multiplying the number of Shares underlying 

the Options, assuming target performance has been achieved (or by the number of Shares underlying the 

Options that become vested as a result of the acceleration of vesting, if any), by the per Share Fair Market 

Value on the Last Day, divided by (B) Optionee's then-current weekly base salary, plus (iii) any additional 

period that the Company determines to provide severance to Optionee, in its discretion. 

3. In the event Optionee is discharged by the Company other than with Cause prior to vesting 

herein of the Options, the prohibitions set forth in Sections l l(B) and ll(C) above shall remain in full force 

and effect. 

4. After the vesting of the Options, the prohibitions on Optionee set forth herein shall remain 

in full force and effect, except as otherwise provided in Section I l(E). 

4 
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E. 

to Sol.icit. 

Effect of a Change in Control Termination on Agreements Not to Compete and Not 

1. Notwithstanding anything set forth in Section ll{D), in the event of a Change in Control 

Termination, the prohibitions on Optionee set forth in Section ll(A) shall remain in full force and effect 

only if the acquirer or successor to the Company following the Change in Control shall , solely at its option , 

pay, within thirty {30) days following the Last Day (with the Company or its successor), to Optionee the 

Non-Compete Payment. Notwithstanding any previous agreement between Optionee and the Company 

relating to the prohibitions on Optionee set forth in Section I l(A), the "Non-Compete Payment'" shall be an 

amount at least equal to Optionee's then current annual base salary. Such amount shall be in addition to 

any other amounts paid or payable to Optionee with respect to other severance plans or policies maintained 

by the Company. For the avoidance of doubt, the provisions of this Section ll(E) shall supersede any 

agreement between Optionee and the Company relating to the prohibitions on Optionee set forth in Section 

1 l(A), with the exception of any simi lar agreement contained in (i) any employment agreement between 

Optionee and the Company, (ii) any agreement between Optionee and the Company not related to the 

employment of Optionee by the Company, (iii) any severance plan or policy of the Company and (iv) any 

change in control severance plan or policy of the Company. 

2. In the event of a Change in Control Termination, the prohibitions on Optionee set forth in 

Sections ll{B) and ll{C) shall remain in full force and effect. 

F. Violatfon of Restrictive Covenants. This subsection sets forth the circumstances under 

which Optionee shall forfeit all or a portion of any vested or unvested Options held by Optionee without 

payment and/or be required to repay or otherwise reimburse the Company for the gain or value realized in 

respect of all or a portion of any exercised Options. 

1. If Optionee violates any provisions of Section II of th is Agreement (a "Forfeiture Event"), 

Optionee shall immediately forfeit as of the date that the violation first occurs all unexercised Options 

described above in Section l(A) (whether vested or unvested) without payment. This provision does not 

alter the circumstances for forfeiture of unexercised Options as described in Section l(D) of this Agreement. 

2. If Optionee has exercised any of the Options prior to the Forfeiture Event, then for any 

Option that has been exercised during the 12 month period prior to the Forfeiture Event or at any time after 

the Forfeiture event, Optionee shall be required to repay or otherwise reimburse the Company, immediately 

upon demand, an amount in Cash or Humana Inc. common stock equal to the amount described below. 

To the extent that (i) any Shares related to exercised Options have been sold or transferred, the 

amount shall be the aggregate gross proceeds realized by Optionee from such sale or transfer of the net 

Shares acquired after payment of the exercise price and any applicable taxes (the "Net Shares") (or, in the 

case of any disposition or transfer of the Net Shares for less than the Fair Market Value of such Net Shares, 

5 
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Optionee will repay or reimburse to the Company an amount equal to the Fair Market Value of such Net 

Shares) or (ii) if the Net Shares have not been sold at the time Company demand is made, the amount shall 

be the aggregate Fair Market Value of the Net Shares on the date the Options were exercised. 

3. The relief provided in this Section ll(F) of the Agreement does not constitute the 

Company's exclusive remedy for the Optionee's violation of any of the provisions of Section 11 of the 

Agreement. As any forfeiture and repayment provisions are not adequate remedies at law, including 

because they do not repair the irreparable harm the Company will suffer from Optionee's breaches of this 

Agreement, the Company may seek any additional legal or equitable remedy, including injunctive relief, 

for such violations. The provisions in this section are essential economic conditions to the Company's 

grant of Options. By receiving the Options, Optionee agrees upon Optionee's violation of Section 11 of this 

Agreement that the Company may, subject to appl icable state law, deduct from any amounts the Company 

owes Optionee following the Last Day any amounts Optionee owes the Company under Section ll(F). 

4. The provisions under this Section ll(F) of the Agreement and any amounts repayable by 

Optionee hereunder are intended to be in addition to any rights to repayment the Company may have under 

Section 304 of the Sarbanes-Oxley Act of 2002 and other applicable law. 

5. In addition, if Optionee realizes any amounts in excess of what he or she shou ld have 

received under the terms of any Options for any reason due to mistake in calculations or other administrative 

error, then Optionee shall be required to repay or reimburse any such excess amounts to the Company 

within thirty (30) days following the Company's written demand for repayment. 

G. Governing Law. Notwithstanding any other provision herein to the contrary, the 

provisions of this Section 11 of the Agreement shall be governed by, and construed in accordance with , the 

laws of the Commonwealth of Kentucky without regard to Kentucky's conflicts or choice of laws rules or 

principles that might otherwise refer construction or interpretation of this Section II to the substantive law 

of another jurisdiction. 

H. Injunctive Relief; tnvalidity of A ny Provision. Optionee acknowledges that (1) his or 

her services to the Company, its subsidiaries, and/or its affiliates are of a special, unique and extraordinary 

character, (2) his or her position with the Company, its subsidiaries, and/or its affiliates will place him or 

her in a position of confidence and trust with respect to the operations of the Company, its subsidiaries, 

and/or its affi liates, (3) he or she will benefit from continued employment with the Company, its 

subsidiaries, and/or its affiliates, (4) the nature and periods of restrictions imposed by the covenants 

contained in this Section II are fair, reasonable and necessary to protect the Company, its subsidiaries, 

and/or its affil iates, (5) the Company, its subsidiaries, and/or its affiliates would sustain immediate and 

irreparable loss and damage from Optionee's wrongful use or disclosure of the Company, its subsidiaries, 

and/or its affiliates' confidential information or trade secrets and from Optionee's unfair competition or 
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wrongful Solicitation of Protected Relationships, including with respect to the impairment of the 

Company's, its subsidiaries', and/or its affiliates' goodwi ll in its Protected Relationships, and (6) for the 

same reason, the Company's remedy at law (including under any forfeiture under Section ll(F) above) for 

any such breach will be inadequate. Accordingly, Optionee agrees and consents that the Company, in 

addition to the recovery of damages and all other remedies available to it, at law or in equity, shall be 

entitled to seek temporary, preliminary, and permanent injunctions to prevent and/or halt a breach or 

threatened breach by Optionee of any covenant contained in Section 11 hereof. If any part or provision of 

this Section II is determined by a court of competent jurisdiction to be invalid in whole or in part, it shall 

be deemed to have been amended (and the court is authorized to amend), whether as to time, area covered 

or otherwise, as and to the extent required for its validity under applicable law, and as so amended, shall be 

enforceable. The parties further agree to execute all documents necessary to evidence such amendment. 

J. Notice of Agreement. Optionee agrees that, during the Restricted Period, Optionee will 

tell any prospective new employer, partner, in a business venture, investors and/or any entity seeking to 

engage Optionee's services, prior to accepting employment, engagement as a consultant or contractor, or 

engag ing in a business venture that this Agreement ex ists, and further, Optionee agrees to provide a true 

and correct copy of this Agreement to any such individual or entity prior to accepting any such employment 

or entering into any such employment or business venture. 

J. Tolling. In the event Optionee violates one of the time-limited restrictions in Section 11 of 

this Agreement, the Company reserves the right to request as a form or equ itable relief, and Optionee will 

not object, that a court of competent jurisdiction extend the time period for such violated restriction by one 

day for each day Optionee violated the restr iction, up to the maximum extension equal to the length of the 

original period of the time-limited restrictions in Section 11 of this Agreement. 

Jll. MlSCELLANEOUS PROVISIONS 

A. Binding Effect & Adjustment. This Agreement shall be binding and conclusive upon 

each successor and assign of the Company. Optionee's obligations hereunder shall not be assignable to any 

other person or entity. It is the intent of the parties to th is Agreement that the benefits of any appreciation 

of the underlying Common Stock during the term of the Award shall be preserved in any event, including 

but not limited to a recapitalization, merger, consolidation, reorganization , stock dividend, stock split, 

reverse stock spl it, spin-off or similar transaction, or other change in corporate structure affecting the 

Shares, as more fully described in Sections 4.6 and 11 of the Plan. All obligations imposed upon Optionee 

and all rights granted to Optionee and to the Company shall be binding upon Optionee's heirs and legal 

representatives. 

B. Amendment. This Agreement may only be amended by a writing executed by each of the 

parties hereto. 
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c. Governing Law. Except as to matters of federal law and the provisions of Section 11 

hereof, this Agreement shall be governed by, and construed in accordance with, the laws of the State of 

Delaware without regard to its conflict of laws rules. This Agreement shall also be governed by, and 

construed in accordance with , the terms of the Plan. 

D. Jurisdiction; Service of Process. Any action or proceeding seeking to enforce any 

provision of, or based on any right arising out of, this Agreement may be brought against any of the parties 

in the courts of the Commonwealth of Kentucky, County of Jefferson, or, if it has or can acquire jurisdiction, 

in the United States District Court for the Western District of Kentucky, and each of the parties consents to 

the jurisdiction of such courts (and of the appropriate appellate courts) in any such action or proceeding and 

waives any objection to venue laid therein. Process in any action or proceeding referred to in the preceding 

sentence may be served on any party anywhere in the world. 

E. No Emplovment Agreement. Nothing herein confers on Optionee any rights with respect 

to the continuance of employment or other service with the Company, nor will it interfere with any right 

the Company would otherwise have to terminate or modify the terms of Optionee's employment or other 

service at any time. 

F'. Severability. If any provision of this Agreement is or becomes or is deemed invalid, illegal 

or unenforceable in any relevant jurisdiction, or would disqualify this Award under any law deemed 

applicable by the Committee, such provision shall be construed or deemed amended to conform to applicable 

laws or if it cannot be construed or deemed amended without, in the determination of the Committee, 

materially altering the intent of the Plan, it shall be stricken and the remainder of the Agreement shall remain 

in full force and effect. Any provision in this Agreement determined by competent authority to be in conflict 

with 422 of the Internal Revenue Code of 1986, as amended, or its successor, in regard to qualifying this 

Option as an incentive stock option shall be ineffective ab initio to the extent of such conflict. 

G. Assignment. The Option granted under this Agreement to Optionee may not be assigned, 

transferred, pledged, al ienated or hypothecated in any manner during Optionee's l ifetime, but shall be solely 

and exclusively the right of Optionee to exercise during his/her lifetime. Should Optionee attempt to assign, 

transfer, pledge, alienate or hypothecate the Option or any rights hereunder in any manner whatsoever, such 

action shall constitute a breach of the covenants hereunder and the Company may terminate the Option as to 

any then unexercised shares. 

H. Defined Terms. 

1. Any term used herein and not otherwise defined herein shall have the same meaning as in 

the Plan. Any conflict between th is Agreement and the Plan will be resolved in favor of the Plan. Any 

disputes or questions of right or obligation which shall result from or relate to any interpretation of this 

8 
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Agreement shall be determined by the Committee. Any such determination shall be binding and conclusive 

upon Optionee and any person or persons claiming through Optionee as to any rights hereunder. 

2. For the purposes of this Agreement, the following terms shall have the following meaning: 

(i) "Change in Control Termination" means, in the event the Option is assumed, converted, 

continued or substituted in connection with a Change in Control in accordance with Section 11.1 of the 

Plan, if the employment of Optionee is terminated within two (2) years following the Change in Control (a) 

by the Company or its acquirer or successor for any reason other than Cause or (b) by Optionee with Good 

Reason. 

(ii) "Competitive Product or Service" means any product, process, system or service (in 

existence or under development) of any person or organization other than the Company that is the same as, 

similar to, or competes with, a product, process, system or service (in existence or under development) upon 

which Optionee worked or for which Optionee had direct or indirect responsibilities, or had confidential 

information about at the Company during the twenty-four (24) months prior to the Optionee's Last Day (as 

defined below) . 

(iii) "Competitor" means Optionee or any other person or organization, other than the 

Company or any of its subsidiaries, engaged in, or about to become engaged in, research or development, 

production, marketing, leasing, selling, or servicing of a Competitive Product or Service. 

(iv) "Last Day" means Optionee 's last day of employment with the Company, its subsidiaries, 

and/or its affiliates (or immediate successor) regardless of the reason for Optionee's separation. 

(v) "Protected Relationship" means, but is not necessarily limited to, vendors, healthcare 

providers, hospitals, hospital systems, lobbyists, long-term care facilities, state Medicaid agencies, 

pharmaceutical manufacturers, policyholders, agents, brokers, dealers, distributers, customers, and/or 

sources of supply or customers with whom, within twenty-four (24) months prior to the Last Day, Optionee, 

directly or indirectly (e.g., through employees whom Optionee supervised) had material business contact 

and/or about whom Optionee obtained confidential information and trade secrets. 

(vi) "Restricted Geographic Area" means the territory (i. e.: (i) state(s), (ii) county(ies) , or (iii) 

c ity(ies)) in which, during the twenty-four (24) months prior to the Last Day, Optionee provided material 

services on behalf of the Company (or in which Optionee supervised directly, indirectly, in whole or in part, 

the servicing activities). 

(vii) "Restricted Period" means the period of Optionee's employment with the Company, its 

subsidiaries', and/or its affiliates' and a period of twelve (12) months after the Last Day. Optionee 

recognizes that the durational term is reasonably and narrowly tailored to the Company's, its subsidiaries' , 

and/or its affiliates' legitimate business interest and need for protection with each position. 

9 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
159 of 216

Exempt from Business Proposal 
and Total Page Limits

553(E)

(viii) "Solicit" means to hire, entice, encourage, persuade, recruit, or solicit, or attempt to hire, 

entice, encourage, persuade, recruit, or solicit, either directly by Optionee or indirectly through another 

individual. 

I. Execution. If Optionee shall fail to execute this Agreement, either manually with a paper 

document, or through the on line grant agreement procedure with the Company's designated broker-dealer, 

and, if manually executed, return the executed original to the Secretary of the Company, the Award shall 

be null and void. The choice of form will be at the Company's discretion. 

10 
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I WIT ESS WHEREOF, Company has caused this Agreement to be executed on its behalf by 

its duly authorized officer, and Optionee has executed this Agreement, each as of the day first above written. 

ATTEST: 

BY: ____________ _ 
JOSEPH C. VE TURA 

Chief Legal Officer 

11 

"Company" 

HUMANAJNC. 

BY: __________ _ 
BRUCE D. BROUSSARD 

President & Chief Executive Officer 

"Optionee" 

<first_name> <middle_name> <last_name> 
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HUMA A lNC. 
INCENTIV E STOCK OPTION AGREEMENT 

AND AGREEMENT NOT TO COMPETE OR SOLICIT 
UNDER THE AME DED AND RESTATED STOCK INCE TIVE PLAN 

THIS AGREEME T ("Agreement") made as of <award_date> (the "Date of Grant") by aud between 

ff ·· IANA rNC., a corporation duly organ ized and existing under the laws of the State of Delaware (hereinafter referred 

to as the "Company"), and <first_ name> <middle_ name> <last_ name>, an employee of the Company (hereinafter referred 

to as "Optiooee."). 

WITNESSETH 

WHEREAS, the Amended and Restated Humana Inc. Stock Incentive Plan (the "Piao"), was approved by the 

Company's Board of Directors and stockholders; and 

WHEREAS, the Company desires to grant to Optionee an option to purchase shares of conunon stock of the 

Company in accordance with the Plan; 

NOW, THEREFORE, in consideration of the premises and mutua l covenants hereinafter set forth , and other good 

and valuable consideration, the Company and Optioncc agree as follows: 

L OPTfON GRA1 T 

A. Grant of Option. The Company hereby grants to Optionee, as a matter of separate inducement and 

agreement and not in lieu of salary or other compensation for services, an Incentive Stock Option to purchase 

<sbares_awarded> shares of the $. 16-2/3 par value common stock of the Company ("Common Stock") at the purchase 

price of $<award_price> per share (the "Option") exercisable on the terms and conditions set forth herein. 

B. Term. The term of the Option shall commence upon the Date of Grant, and shall expire on <expire_Date> 

(the "Expiration Date"). 

C. Vesting of Option . Except as otherwise set forth herein, the Option shall be exercisable by Optionee or 

his/her personal representative on and after the first anniversary of the Date of Grant in cumulative annual insiallments of 

one-third of the number of Shares covered hereby. 

D. Effect of Termination of Emplovment on Option. If the employment of Optionee by the Company is 

terminated for Cause, all the rights of Optionee under this Agreement, whether or not exercisable, shall terminate 

immediately. If the employment of Optionee is terminated for any reason other than for Cause, the Option shall vest and 

remain exercisable in accordance with Sections 12 and 13 of the Plan, but in no event beyond the Expiration Date. 

E. 

1. 

Exercise of Option. 

The Option shall be exercisable only by written notice to the Secretary of the Company at the Company's 

principal executive offices, or through the online procedure to such broker-dealer as designated by the Company, Optionec 

or his/her legal representative as herein provided. Such notice shall state the number of Shares with respect to which the 

Option is being exercised and shall be signed, or authorized electronically, by Optionee or his/her legal representative, as 

applicable. 
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2. The purchase price shall be paid as follows: (i) In fu ll in cash upon the exercise of the Option; (ii) By 

tendering to the Company Shares owned by Optionee p1ior to the date of exercise and having an aggregate Fair Markel 

Value equal to the cash exercise price applicable to the Option; or (iii) A combination of I(E)(2)(i) and I(E)(2)(ii) above. 

3. Federal, state and local income and employment taxes and other amounts as may be required by law to be 

collected by the Company ("Withholding Taxes") in connection with the exercise of the Option shall be paid pursuant to 

the Plan by Optionee prior to the delivery of any Common Stock under this Agreement. The Company shall , at Optionee's 

election, wi thhold delivery of a number of Shares with a Fair Market Value as of the exercise date equal to the Withholding 

Taxes in satisfaction ofOptionee's obligations hereunder. 

ll. AGREEMENT NOT TO COMPETE AND AGREEMENT NOT TO SOLICIT. 

Optionee agrees and understands that the Company's business is a profit-generating business operating in a highly 

competitive business environment and that the Company has a legitimate business interest in, among other things, its 

confidential information and trade secrets (including as protected in other agreements and policies between the Company 

and Optionee) that it is providing Optionee, and in the significant time, money, training, team building and other efforts it 

expends to develop Optionee's skills to assist in performing Optionee' s duties for the Company, including with respect to 

establ ishing, developing and maintaining the goodwill and business relationships with Protected Relationships (defined 

below) and employees each of which Optionee agrees are valuable assets of the Company to which it has devoted substantial 

resources. Optionee acknowledges that the grant Optionee is receiving under the Plan is a meaningful way that the Company 

entmsts Optionee with its goodwill and aligns Optionee with the Company objective of increasing the value of the 

Company's business. Accordingly, Optionee acknowledges the importance of protecting the value of the Company's 

business through, among other things, covenants to restrict Optionee from engaging in activities that would adversely affect 

the value of the Company and its goodwil I. 

A. 

l. 

Agreement Not to Compete. 

Optionee agrees that during the Restricted Period (defined below) and within the Restricted Geographic 

Area (defined below), Optionee will not, directly or indirectly, perfonn or engage in Competitive Product or Services 

(defined below) with a Competitor (defin ed below). Optionee may not accept employment with a Competitor (defined 

below) unless the Competitor's business is diversified and the Company receives Written Assurances from the Competitor 

and Optionee that are satisfactory to the Company that Optionee, during the Restricted Period, wil l not work on or provide 

Competitive Products or Services or otherwise use or disclose the Company's confidential i11formation or trade secrets. 

2. For Section ll(A), such "Written Assurances" must contain a written statement detail ing the identity of the 

Competitor and the nature of the services that Optionee will provide to the Competitor with sufficient detail to allow the 

Company to independently assess whether Optionee is or will be in violation of the Agreement. Tbe Company must also 

receive such "Written Assurances" at least ten business days before Optionee commences employment for the Competitor. 

Such "Written Assurances" shal l be delivered to the Company's Chief Human Resource Officer or his/her authorized 

delegate. 

3. Nothing in this Agreement is intended to prevent Optionee from investing Optionee's funds in securities of 

a person engaged in a business that is directly competitive with the Company if the securities of such a person are listed for 

trading on a registered securi ties exchange or actively traded in an over-the-counter market and Optionee's holdings 
-2-
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represent less than one percent ( l %) of the total number of outstandi11g shares or principal amount of the securities of such 

a person. 

B. Agreement Not to Solicit Protected Relationships. During the Restricted Period (defined below) and in 

connection with a Competitive Product or Service (defined below), Optionee shall not, individually or jointly with others, 

directly or indirectly, or by assisting others, ( I) Solicit (defined below) ai1y Protected Relatiooships (defined below); or (2) 

Solicit any Protected Relationships to tenninate a relationship with the Company, its subsidiaries, and/or its affi liates, reduce 

the volume of their business dealings with the Company its subsidiaries, and/or its affiliates, or to otherwise cease to accept 

services or products from the Company, its subsidiaries, aod/or its affiliates. 

C. Agreement ot to Solicit Emplovees. During the Restricted Period, Optionee shall not, individually or 

jointly with others, directly or indirectly, or by assisting others, (I) Solicit any employees or former employees of the 

Company, its subsidiaries, and/or its affiliates with whom Optionce worked, had business contact, or about which Optionee 

gained non-public or confidential info1mation ("Employees or Former Employees"); (2) contact or communicate with 

Employees or Former Employees for the purpose of Soliciting them to tenninate their employment or find employment or 

work with another person or entity; (3) provide, share, or pass along to any person or entity the name, contact and/or 

background infonnation about any Employees or Fornier Employees or provide references or any other informatioo about 

them; (4) provide, share, or pass along to Employees or Fonner Employees any info,mation regarding potential jobs or 

entities or persons to work for, including but not limited to job openings, job postings, or the names or contact information 

of individuals or companies hiring people or accepting job applications; and/or (5) offer employment or work to any 

Employees or Former Employees. For purposes of this covenant, "Former Employees" shall refer to employees who are 

not employed by the Company, its subsidiaries, and/or its affiliates at the time of the attempted recrniting or hiring, but were 

employed by, or working for the Company, its subsidiaries, and/or its affiliates in tl1e three months prior to the time of the 

attempted recruiting or hiring and/or interference. 

D. Effect of Termination of Employment other than a Change in Control Termination on Agreements 

Not to Compete and Not to Solicit. 

I. ln the event Optionee voluntarily resigns or is discharged by the Company with Cause at any time prior to 

the vesting ofrhe Options, the prohibitions on Optionee set forth in Sections II(A), II(B) and Il(C) shall remain in full force 

and effect. 

2. ln the event Optionee is discharged by the Company other than with Cause, including in connection with a 

Workforce Reduction or Position Elimination, or certain divestitme related tenninations, prior to the vesting of the Options, 

the prohibitions set forth in Section II(A) shall remain in full force and effect during the period of time following Optionee's 

termination equal to the lesser of (x) the Restricted Period or (y) the period of time during which Optionee is deemed to be 

entitled to severance measured by the sum of(i) the number of weeks Optionee is entitled to severance under the Company's 

applicable severance policy, plus (ii) a number of weeks equal to (A) the value of the Options that would remain outstanding 

subject to the achievement of the performance goals (or tl1e value of the acceleration, if any, of the vesting of any Options 

as a result ofOptionee' s termination under this Agreement or the Plan that would otherwise have been forfeited) , with such 

value measured by multiplying the number of Shares underlying the Options, assuming target performance has been 

acl1ieved ( or by tile number of Shares underlying the Options that become vested as a result of the acceleration of vesting, 
- 3-
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if any), by the per Share Fair Market Value on the Last Day, divided by (B) Optionce' s then-current weekly base salary, 

plus (iii) any additional period that the Company determines to provide severance to Optionee, in its discretion. 

3. In the event Optionee is discharged by the Company other than with Cause prior to vesting herein of the 

Options, the prohibitions set fortb in Sections U(B) and II(C) above shall remain in full force and effect. 

4. After the vesting of the Options, the prohibitions on Optionee set fortb herein shall remain in full force and 

effect, except as otherwise provided in Section IJ(E). 

E. Effect of a Change in Control Termination on Agreements ot to Compete and Not to Solicit. 

I. Notwithstanding anything set forth in Section IJ(D), in the event of a Change in Control Termination, the 

prohibitions on Optionee set forth in Section U(A) shall remain in full force and effect only if the acquirer or successor to 

the Company following the Change in Control shall, solely at its option, pay, within thirty (30) days foLlowing the Last Day 

(with the Company or its successor), to Optionce the on-Compete Payment. otwithstanding any previous agreement 

between Optionee and the Company relating to the prohibitions on Optionee set forth in Section ll(A), the " on-Compete 

Payment'' shall be an amount at least equal to Optionee's then current annual base salary. Such amount shall be in addition 

to any other amounts paid or payable to Optionee with respect to other severance plans or policies maintained by the 

Company. For the avoidance of doubt, the provisions of this Section I l(E) shal I supersede any agreement between Optionee 

and the Company relating to the prohibitions on Optionee set forth in Section II(A), with the exception of any similar 

agreement contained in (i) any employment agreement between Optionee and. the Company, (ii) any agreement between 

Optionee and the Company not related to the employment ofOptionee by the Company, (iii) any severance plan or pol icy 

of the Company and (iv) any change in control severance plan or policy of the Company. 

2. In the event of a Change in Control Termination, the prohibitions 011 Optionee set forth in Sections II(B) 

and ll(C) shall remain in full force and effect. 

F. Violation of Restrictive Covenants. This subsection sets forth the circumstances under which Optionee 

shall forfeit all or a portion of any vested or unvested Options held by Optionee without payment and/or be required to repay 

or otherwise reimburse the Company for the gain or value realized in respect of all or a portion of any exercised Options. 

I. If Optionee violates any provisions of Section 11 of th is Agreement (a " Forfeiture Event"), Optionee shall 

immediately forfeit as of the date that the violation first occurs all unexercised Options described above in Section I(A) 

(whether vested or unvested) without payment. This provision does not alter the circumstances for forfeiture ofunexercised 

Options as described in Section l(D) of this Agreement. 

2. ffOptionee has exercised any of the Options prior to the Forfeiture Event, then for any Option that has been 

exercised during the 12 month period prior to the Forfeiture Event or at any time after the Forfeiture event, Optionee shall 

be required to repay or otherwise reimburse tbe Company, immediately upon demand, an amount in Cash or Humana Inc. 

common stock equal to the amount described below. 

To the extent that (i) any Shares related to exercised Options have been sold or transfetTed, the amount shall be the 

aggregate gross proceeds realized by Optionee from such sale or transfer of the net Shares acquired after payment of the 

exercise p1ice and any applicable taxes (the "Net Shares") (or, in the case of any disposition or transfer of the et Shares 

for less than the Fair Market Va lue of such et Shares, Optionee will repay or reimburse to the Company an amount equal 
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to the Fair Market Value of such ct Shares) or (ii) if the et Shares have not been sold at tbe time Company demand is 

made, the amount shall be the aggregate Fair Market Value of the et Shares on the date the Options were exercised. 

3. The relief provided in this Section Il(F) of the Agreement does not constitute the Company's exclusive 

remedy for the Optionee' s violation of any of the provisions of Section Il oftbe Agreement. As any forfeiture and repayment 

provisions are not adequate remedies at law, incl uding because they do not repair the i.rreparable harm the Company will 

su ffer from Optionee's breaches of this Agreement, the Company may seek any additional legal or equitable remedy, 

including injunctive relief, for such violations. The provisions in this section are essential economic conditions to the 

Company's grant of Options. By receiving the Options, Optionee agrees upon Optionee 's vio lation of Section II of this 

Agreement that the Company may, subject to applicable state law, deduct from any amounts the Company owes Optionee 

fo llowing the Last Day any amounts Optionee owes the Company under Section ll (F). 

4. The provisions under this Section ll(F) of the Agreement and any amounts repayable by Optionee hereunder 

are intended to be in addit ion to any rights to repayment the Company may have under Section 304 of the Sarbanes-Oxley 

Act of2002 and other applicable law. 

5. In addition, if Optionee realizes any amounts in excess of what he or she should have received under the 

terms of any Options for any reason due to mi stake in ca lculations or other administrative e1Tor, then Optionee shall be 

required to repay or reimburse any such excess amounts to the Company within thirty (3 0) days fo llowing the Company's 

written demand for repayment. 

G. Governing Law. otwithstanding any other provision herein to the contrary, the provisions of this Section 

Tl of the Agreement shal l be governed by, and construed in accordance with, the laws of the Commonweal th of Kentucky 

without regard to its c-onflicts or choice of laws rules or principles that might otherwise refer constmction or interpretation 

of this Section 11 to the substantive law of another jurisdiction. 

H. Injunctive Relief; Invalidity of Any Provision. Optionee acknowledges that (1) his or her services to the 

Company, its subsidiaries, and/or its affiliates are of a special, unique and extraordinary character, (2) his or her position 

with the Company, its subsidiaries, and/or its affi liates wi ll place him or her in a position of confidence and trust with respect 

to the operations of the Company, its subsi.diaries, and/or its affili ates, (3) he or she will benefi t fro m continued employment 

with the Company, its subsidiaries, and/or its affi liates, (4) the nature and periods of restrictions imposed by the covenants 

contained it1 this Section JI are fair, reasonable and necessary to protect the Company, its subsidiaries, and/or its affiliates, 

(5) the Company, its subsidiaries, and/or its affiliates would sustain immediate and irreparable loss and damage from 

Optionee's wrongful use or disclosure of the Company its subsidiaries, and/or its affiliates' confidential information or 

trade secrets and from Optionee's unfair competition or wrongful Solicitation of Protected Relationships, including with 

respect to the impairment of the Company's, its subsidiaries' , and/or its affiliates ' goodwi ll in its Protected Relationships, 

and (6) for the same reason, the Company's remedy at law (including under any forfeiture under Section ll (F) above) for 

auy such breach will be iuadequate. Accordingly, Optiouee agrees and consents that the Company, in add ition to the 

recovery of damages and all other remedies available to it, at law or in equity, shall be entitled to seek temporary, 

preliminary, and permanent inj unctions to prevent and/or halt a breach or threatened breach by Optionee of any covenant 

contained in Section TI hereof. If any part or provision of this Section TI is detennined by a court of competent jurisdiction 

to be invalid i11 whole or in part, it shall be deemed to have been amended (and the court. is authorized to amend), whether 
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as to time, area covered or otherwise, as and to the extent required for its validity under applicable law, and as so amended, 

shall be enforceable. The parties further agree to execute all documents necessary to evidence such amendment. 

I. Notice of Agreement. Optionee agrees that, during the Restricted Period, Optionee will tell any 

prospective new employer, pa11ner, in a business venture, investors and/or any entity seeking to engage Optionee's services, 

prior to accepting employment, engagement as a consultant or contractor, or engaging in a business venture that this 

Agreement exists, and farther, Optionee agrees to provide a true and correct copy of this Agreement to any such individual 

or entity prior to accepting any such employment or entering into any such employment or business venture. 

J. TolUng. In the event Optiooee violates one of the time-limited restrictions in Section LI of this Agreement, 

the Company reserves the right to request as a form or equitable relief, and Optionee will not object, that a court of competent 

jurisdiction extend the time period for such violated restriction by one day for each day Optionee violated the restriction, 

up to the maximum extension equal to the length of the original period of the time-limited restrictions in Section II of this 

Agreement. 

m. MISCELLANEOUS PROVlSIONS 

A. Binding Effect & Adjustment. This Agreement shall be binding and conclusive upon each successor and 

assign of the Company. Optionee's obligations hereunder shall not be assignable to any otber person or entity. It is the 

intent of the parties to this Agreement that the benefits of any appreciation of the underlying Common Stock during the 

term of the Award shall be preserved in any event, including but not limited to a recapitalization, merger, consolidation, 

reorganization, stock dividend, stock split, reverse stock split, spin-off or simi lar trausaction, or other change in corporate 

structure alTecting the Shares as more fully described in Sections 4.6 and 11 of the Plan. All obligations imposed upon 

Optionee aud all rights granted to Optionee and to the Company shall be binding upon Optionee's heirs and legal 

representatives. 

B. 

C. 

Amendment. This Agreement may only be amended by a writing executed by each of the parties hereto. 

Governing Law. Except as to matters of federal law and the provisions of Section 11 hereof, this Agreement 

shall be governed by, and construed in accordance with, tl1e laws of the State of Delaware without regard to its conflict of 

laws rules. This Agreement shall also be governed by, and construed in accordance with, the tenns of the Plan. 

D. Jurisdiction; Service of Process. Any action or proceeding seeking to enforce any provision of, or based 

on any right arising out of, this Agreement may be brought against any of the parties in the cou11s of the Commonwealth of 

Kentucky, County of Jefferson, or, if it bas or can acquire jurisdiction, in the United States District Court for the Western 

District of Kentucky, and each of the pai1ies consents to the jurisdiction of such courts (and of the appropriate appellate 

courts) in any such action or proceeding and waives any objection to venue laid therein. Process in any action or proceeding 

referred to in the preceding sentence may be served on any party anywhere in the world. 

E. No Employment Agreement. Nothing herein confers on Optionee any rigbts with respect to the 

continuance of employment or other service with the Company, nor will it interfere with any right the Company would 

otherwise have to terminate or modify the terms ofOprionce's employment or other service at any time. 

F. Severability. If any provision of this Agreement is or becomes or is deemed invalid, illega l or unenforceable 

in any relevant jurisdiction, or would disqualify this Award under any law deemed applicable by the Committee, such 

provision shall be construed or deemed amended to conform to applicable laws or if it cannot be construed or deemed 
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amended without, in the determination of the Committee, materially altering the intent of the Plan, it shall be stricken and 

the remainder of the Agreement shal l remain in full force and effect. Any provis ion in this Agreement determined by 

competent authority to be in conflict with 422 of the Internal Revenue Code of 1986, as amended, or its successor, in regard 

to qualifying this Option as an incentive stock option shall be ineffective ab initio to the extent of such confl ict. 

G. Assignment. The Option granted under this Agreement to Optionee may not be assigned, transferred, 

pledged, alienated or hypothecated in any manner during Optionee's lifetime, but shall be solely and exclusively the right of 

Optionee to exercise during his/her lifetime. Should Optionee attempt to assign, transfer, pledge, alienate or hypothecate the 

Option or any rights hereunder in any maru1er wbatsoever, sucb act.ion shall constitute a breach of the covenants bereunder 

and the Company may tenninate the Option as to any then unexercised shares. 

H. Defined Terms. 

I. Any term used herein and not otherwise defined herein shall have the same meaning as in the Plan. Any 

confli ct between this Agreement and the Plan will be resolved in favor of the Plan. Any disputes or questions of right or 

obligation which shall result from or relat.e to any interpretation of this Agreement shall be determined by the Committee. 

Any such determination shall be binding and conclusive upon Optionee and any person or persons claiming through 

Optionee as to any rights hereunder. 

2. For the purposes of this Agreement, the following terms shall have the fo llowing meaning: 

(i) "Change in Control Termination" means in the event the Option is assumed, converted, continued or 

substituted in connection with a Change in Control in accordance with Section l 1.1 of the Plan, if the employment of 

Optionee is terminated wi thin two (2) years followi ng the Change in Control (a) by the Company or its acquirer or successor 

for any reason other than Cause or (b) by Optionee with Good Reason. 

(ii) "Competitive Product or Service" means any product, process, system or serv.ice (in existence or under 

development) of any person or organization other than the Company that is the same as, similar to, or competes with, a 

product, process, system or service (in existence or under development) upon which Optionee worked or for which Optionee 

had direct or indirect responsibilities, or had confidential information about at the Company during the twenty-four (24) 

months prior to the Optionee's Last Day (as defined below). 

(i ii) "Competitor" means Optionee or any other person or organization, other than the Company or any of its 

subsidiaries, engaged in, or about to become engaged in, research or development, production, marketing, leasing, selling, 

or servicing of a Competitive Product or Service. 

(iv) "Last Day" means Optionee' s last day of employment with the Company, its subsidiaries, and/or its 

affiliates ( or immediate successor) regardless of the reason for Optionee's separation . 

(v) "Protected Relationship" rneans, but is Dot necessarily limited to, ve1Jdors, healthcare providers, hospitals, 

hospital systems, lobbyists, long-term care facilities, state Medicaid agencies, pharmaceutical manufacturers, policyholders, 

agents, brokers, dealers, distributers, customers, and/or sources of supply or customers with whom, within twenty-four (24) 

months prior to the Last Day, Optionee, directly or indirectly (e.g. , through employees whom Optionee supervised) had 

material business contact and/or about whom Optionee obtained confidential information and trade secrets. 
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(vi) "Restricted Geographic Area" means the territory (i.e. : (i) state(s), (i i) county(ies), or (iii) city(ies)) in 

which, during the twenty-four (24) months prior to the Last Day, Optionee provided materia l services on behalf of the 

Company (or in which Optionee supervised directly, indirectly, in whole or in part, the servicing activities). 

(vi i) "Restricted Period" means the period of Optionee's employment with the Company, its subsidiaries ', 

and/or its affil iates' and a period of twelve ( 12) months after the Last Day. Optionee recognizes that the durational term is 

reasonably and nan-owly tai lored to the Company's, its subsidiaries ' , and/or its affiliates ' legitimate business interest and 

need for protection with each position. 

(viii) "Sol.icit" means to hfre , entice, encourage, persuade, recruit, or so licit, or attempt to hire, en tice, encourage, 

persuade, recrnit, or sol icit, either directly by Optionee or indirectly through another individua l. 

I. Execution. [f Optionee shall fai l to execute this Agreement, e ither manually with a paper document, or 

through the online grant agreement procedure with tbe Company's designated broker-deal.er, and, if manually executed, 

return the executed 01iginal to the Secretary of the Company, the Award shall be null and void. The choice of form will be 

at the Company's discretion. 

-8-



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
170 of 216

Exempt from Business Proposal 
and Total Page Limits

564(E)

IN WlTNESS WHEREOF, Company has caused this Agreement to be executed on its behalf by its duly authori zed officer, 

and Optionee has executed this Agreement, each as of the day ftrst above written. 

ATTEST: 

BY: ______________ _ 
JOSEPH C. VE TURA 

Chief Legal Officer 

"Company" 

RUMA AJNC. 

BY: ___________ _ 
BRUCE D. BROUSSARD 

President & Chief Executive Officer 

"Optionee" 

<first_name> <middle_name> <last_name> 
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Humana Inc. ("Humana") has granted you the number of shares of restricted stock of Hwnana set forth 
below in this Restricted Stock Grant Agreement ("Restricted Stock Grant" or "Grant") ullder the Amended 
and Restated Stock Incentive Plan. The award is subject to the provisions of the Plan and the Terms 
and Conditions below. 

YOU SHOULD CAREFULLY READ ALL THE TERMS AND CONDITIO S OF THIS RESTRICTED 
STOCK GRANT AND BE SURE YOU U DERSTAND WHAT THEY SAY AND WHAT YOUR 
RESPONSTBILITTES AND OBUGA no S ARE BEFORE YOU CLICK O THE "ACCEPT" 
BUTTON TO ACKNOWLEDGE AND AGREE TO THIS GRANT. 

If you are not willing to agree to all of the Grant terms and conditions, do not click the ACCEPT button for 
the Restricted Stock Grant Acknowledgement and Agreement. If you do not accept the Grant, you will not 
receive the benefits of the Grant. 

If you do click the ACCEPT button, you are accepting and agreeing to all of the terms and conditions of 
this Restricted Stock Grant, wh.ich include, among other things, certain restrictive covenants that may 
include non-competition and/or non-sol icitation provisions. 

Please be aware that the Policy Regarding Transactions in Company Securities, Inside Informatiou and 
Confidentialjty places restrictions on your transactions in Humana securities and requires certaiu Humana 
employees to obtain advance pennission from the Equ ity Co111pliance Team before executing transactions 
in Humana securities. 

lfyou have any questions about your award, please contact EquityCompliance@humana.com. 
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RUMA AINC. 
RESTRICTED STOCK UNIT AGREEMENT WITH PERFORMANCE VESTING 

AND AGREEMENT NOT TO COM PETE OR SOLICIT 
UNDER THE AMENDED AND RESTATED STOCK INCE TJVE PLAN 

THJS RESTRICTED STOCK UNJT AGREEMENT ("Agreement") made as of 

<award_date> (the "Date of Grant") by and between HUMANA I C., a corporation duly organized and 

existing under the laws of the State of Delaware (hereinafier referred to as the "Company"), and 

<first_narne> <middle_name> <last_name>, an employee of the Company (hereinafter referred to as 

"Grantee"). 

WITNESSETR: 

WHEREAS, the Amended and Restated Humana Inc. Stock Incentive Plan (the "Plan") was 

approved by the Company's Board of Directors and stockholders; and 

WHEREAS, the Company desires to award to Grantee Restricted Stock Units in accordance with 

the Plan. 

NOW, THER!l:FORE, in consideration of the award of Re tricted Stock Unit to Grantee, the 

promises and mutual covenants hereinafter set forth, and other good and valuable consideration, the 

Company and Grantee agree as follows: 

I. 

A. Grant Subject to the terms and conditions hereinafter set forth, and in accordance with 

the provisions of the Plan, the Company hereby grants to Grantee, and Grantee hereby accepts from the 

Company <shares_awarded> Performance-Based Restricted Stock Units (the "Restricted Stock Units") 

(which represents the target amount of shares available as set out on Appendix A). Each Restricted Stock 

Unit represents the right of Grantee to receive (i) one (I) Share on the date of distribution provided for in 

Section I(E). Tn addition, Grantee shall also have the right to receive all of the cash or in-kind dividends 

that are paid with respect to the Shares represented by the Restricted Stock Units to which this award 

relates ("DERs"). Dividend equivalents with respect to any such Share shall be paid on the same date 

that such Share is issued to Grantee pursuant to Section I(E). hereof. The DERs shall be subject to the 

same tenns and conditions applicable to the Restricted Stock Units, including, without limitation, the 

restrictions and non-transferability, vesting, forfeiture and distribution provisions contained in Sections 

l(B) through l(E), inclusive, of this Agreement. ln the event that the Restricted Stock Units are forfeited 

pursuant to Section [(D) hereof, the related DER shall also be forfeited. 

- 2 -
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B. Restrictions aud Non-Transferability. The Restricted Stock Units and DERs may not 

be sold, transferred, pledged, assigned or otherwise alienated or hypothecated. lo addition, such 

Restricted Stock Units and DERs shall be subject to fo rfeiture in accordance with the provisions of 

Section I(D). 

C. Vesti ng of Shares. Subject to the terms set forth below, if as of the third anniversary of 

the Date of Grant (the "Vesting Date"), Grantee and the Company have achieved the performance goals 

to be set forth in Appendix A, the Restricted Stock Units and related DERs shall vest to the extent such 

perfonnance goals have been achieved. Effective on the Vesting Date, any portion of the Restricted 

Stock Units and the related DERs for which the perfo1mance goals set forth in Appendix A have not been 

satisfied shall be immediately forfeited . However, notwithstanding the foregoing, upon certain 

terminations of employment (as set forth below), all or a portion of the wwested Restricted Stock Units 

and DERs will vest in accordance with Sections 12 and 13 of the Plan. 

D. Forfeiture. Except as set forth in Sections I 2 and ] 3 of the Plan, upon the 

termination of Grantee's employment with the Company prior to the time tbe Restricted Stock Units and 

DERs have vested, the Restricted Stock Units and DERs shall be forfeited immediately by Grantee. 

E. Distributions. The Company shall issue to Grantee (or, if applicable, Grantee's estate or 

personal represen tative) Shares (or sucb other securities or other prope1ty in to which the Shares have been 

converted, with any partial Shares or other securities to be settled in cash) with respect to Grantee's 

Restricted Stock Units and dividend equivalents accrued pursuant to the DERs with respect to such 

Restricted Stock Units, within 30 days of the date that the Restricted Stock Units vest in accordance with 

Section T(C) hereof; provided, however, that, to the extent that the Restricted Stock nits are considered 

deferred compensation subject to Section 409A of the Code and the Restricted Stock Units vest in 

connection with Grantee ' s Change in Control Tennination (defined below), then unless the Change in 

Contro l is a Section 409A Change in Control, the distribution of Shares (or such other securities or other 

property into which the Shares have been converted) shall not be accelerated to the vesting date but such 

distribution shall instead occur based on the Vesting Dates set forth in Section l(C) hereof. A "Section 

409A Change in Control" sha ll mean a Change in Control that also constitutes a "change in ownership or 

effective control" of the Company or a ''change in ownership of a substantial portion of the assets of' the 

Company, in each case within the meaning of Section 409A of the Code. otwithstanding anything to 

the contrary contained herein, no Shares may be transferred to any person other than Grantee unless such 

other person demonstrates to the reasonable satisfaction of the Company such person ' s right to the 

transfer. 
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F. Taxes. Federal, state and local income and employment taxes and other amounts as may 

be required by law to be collected by the Company ("Withholding Taxes'') in connection with tbe 

distribution of Shares, cash or other property or, to the extent applicable, vesting of the Restricted Stock 

Units or DERs hereunder, shall be paid by Grantee at such time. Notwithstanding the foregoing, the 

Company shal l withhold delivery of a number of Shares witb a Fair Market Value as of the distribution 

date equal to the Withholding Taxes required to be withheld in connection with such distribution. 

IT. AGREEMENT NOT TO COMPETE A D AGREEME T OT TO SOLlCIT. 

Grantee agrees and understands that the Company's business is a profit-generating business 

operating in a highly competitive business environment and that the Company has a legitimate business 

interest in, among other things, its confidential information and trade secrets (including as protected in 

other agreements and policies between the Company and Grantee) that it is providing Grantee, and in the 

significant time, money, training, team building and other efforts it expends to develop Grantee's skills to 

assist in performing Grantee's duties for the Company, including with respect to establishing, developing 

and maintaining the goodwilJ and business relationships with Protected Relationships (defined below) and 

employees, each of which Grantee agrees are val uable assets of the Company to which it has devoted 

substantial resources. Grantee acknowledges that the grant Grantee is receiving under the Plan is a 

meaningful way that the Company entrusts Gra11tee with its goodwill and aligns Grantee with the 

Company objective of increasing the value of the Company's business. Accordingly, Grantee 

acknowledges the importance of protecting the value of the Company's business through, among other 

things, covenants to restrict Grantee from engaging in activities that would adversely affect the value of 

the Company and its goodwill. 

A. Agreement ot to Compete. 

l. Grantee agrees that during the Restricted Period (defined below) and within the 

Restricted Geograph ic Area (defined below), Grantee will not, directly or indirectly, perform or engage in 

Competitive Product or Services (defined below) with a Competitor (defined below). Grantee may not 

accept employment with a Competitor (defined below) unless the Competitor' s business is diversified and 

the Company receives Written Assurances from the Competitor and Grantee that are satisfactory to the 

Company that Grantee, during the Restricted Period, will not work on or provide Competitive Products or 

Services or otherwise use or disclose the Company's confidential information or trade secrets. 

2. For Section ll(A), such "Written Assurances" must contain a written statement detailing 

the identity of the Competitor and the nature of the services that Grantee will provide to the Competitor 

with sufficient detail to allow the Company to independently assess whether Grantee is or will be in 

violatioo of the Agreement. The Company must also receive such "Written Assurances" at least ten 

business days before Grantee commences employment for the Competitor. Such ''Wri tten Assurances" 
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shall be delivered to the Company's Chief Human Resource Officer or his/her authorized delegate. 

3. Nothing in this Agreement is intended to prevent Grantee from investing Grantee's funds 

in securities of a person engaged in a business that is directly competitive with the Company if the 

securities of such a person are listed for trading on a registered securities exchange or actively traded in 

an over-the-counter market and Grantee's holdings represent less than one percent (I %) of tbe total 

number of outstanding shares or principal amount of the securities of such a person. 

B. Agreement Not to Solicit Protected Relationships. During the Restricted Period 

(defined below) and in co011ection with a Competitive Product or Service (defined below), Grantee shall 

not, individually or jointly with others, direct ly or indirectly, or by assisti ng others, (1) Solicit (defined 

below) any Protected Relationships (defined below); or (2) Solicit any Protected Relationships to 

terminate a relationship with the Company, its subsidiaries, and/or its affiliates, reduce the volume of 

their business dealings with the Company, its subsidiaries, and/or its affiliates, or to otherwise cease to 

accept services or products from the Company, its subsidiaries, and/or its affiliates. 

C. Agreement Not to Solicit Employees. During the Restricted Period, Grantee shall not, 

individually or jointly with others, directly or indirectly, or by assisting others, (I) Solicit any employee 

or fonner employees of the Company, its subsidiaries, and/or its affiliates with whom Grantee worked, 

had business contact, or about which Grantee gained non-public or confidential information ("Employees 

or Former mployees"); (2) contact or communicate with mployees or ormer Employees for the 

purpose of Soliciting them to terminate their employment or find employment or work with another 

person or entity; (3) provide, share, or pass along to any person or entity the name, contact and/or 

background infonnation about any Employees or Former Employees or provide references or any other 

information about them; (4) provide, share, or pass along to Employees or Fornier Employees any 

information regarding potential jobs or entities or persons to work for , including but not limited to job 

openings, job postings, or the names or contact information of individuals or companies hiring people or 

accepting job applications; and/or (5) offer employment or work to any Employees or Fonner Employees. 

For purposes of this covenant, ''Former Employees'' shall refer to employees who are not employed by 

the Company, its subsidiaries, and/or its affiliates at the time of the attempted recruiting or hiring, but 

were employed by, or working for the Company, its subsidiaries, and/or its affiliates in the three months 

prior to the time of the attempted recruiting or hiring and/or interference. 

D. Effect of Termination of Employment other than a Change in Control Termination 

on Agreements ot to Compete and Not to Solicit. 

I. In the event Grantee voluntarily resigns o.r is discharged by the Company with Cause at 

any time prior to the vesting of the Restricted Stock Uni t, the prohibitions on Grantee set forth in Sections 

Il(A), H(B) and IJ(C) shall remain in full force and effect. 
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2. In the event Grantee is discharged by the Company other than with Cause, including in 

connection with a Workforce Reduction or Position Elimination, or certain divestiture related 

terminations, prior to the vesting of the Restricted Stock Unit, the prohibitions set forth in Section H(A) 

shall remain in full force and effect during the period of time following Grantee's termination equal to the 

lesser of (x) the Restricted Period or (y) the period of time during which Grantee is deemed to be entitled 

to severance measured by the sum of (i) the number of weeks Grantee is entitled to severance under the 

Company's applicable severance policy, plus (ii) a number of weeks equal to (A) the value of the 

Restricted Stock Units that would remain outstanding subject to the achievement of the perfonnance 

goals (or the value of the acceleration, if any, of the vesting of any Rest1·icted Srock Unit as a result of 

Grantee's termination under this Agreement or the Plan that would otherwise have been forfeited) , with 

such value measured by multiplying the number of Shares underlying the Restricted Stock Units, 

assuming target perfom1ance has been achieved (or by the number of Shares underlying the Restricted 

Stock Unit that become vested as a result of the acceleration of vesting, if any), by the per Share Fair 

Market Value on the Last Day, divided by (B) Grantee 's then-current weekly base salary, plus (iii) any 

additional period that the Company determines to provide severance to Grantee, in its discretion. 

3. In the event Grantee is discharged by the Company other than with Cause prior to vesting 

herein of the Restricted Stock Units , the prohibitions set forth in Sections ll(B) and ll(C) above shall 

remain in fu ll force and effect. 

4. After the vest ing oft.he Restricted Stock Unit, the prohibitions on Grantee set forth herein 

shall remain in full force and effect, except as otherwise provided in Section H(E). 

E. Effect of a Change in Control Termination on Agreements ot to Compete and Not 

to Solicit. 

I. Notwithstanding anything set forth in Section ll(D), in the event of a Change in Control 

Termination, the prohibitions on Grantee set forth in Section U{A) shall remain in full force and effect 

only if the acquirer or successor to the Company following the Change in Control shall , solely at its 

option, pay, within thirty (30) days following the Last Day (with the Company or its successor), to 

Grantee the Non-Compete Payment. Notwithstanding any previous agreement between Grantee and the 

Company relating to the prohibitions on Grantee set forth in Section II(A). the " on-Compete Payment" 

shalJ be an amount at least equal to Grantee's theD current annual base salary. Such amount shall be in 

addition to any other amounts paid or payab le to Grantee with respect to other severance plans or policies 

maintained by the Company. For the avoidance of doubt, the provisions of this Section U(E) shall 

supersede any agreement between Grantee and the Company relating to the prohibitions on Grantee set 

forth in Section ll(A), with the exception of any similar agreement contained in (i) any employment 

agreement between Grantee and the Company, (ii) any agreement between Grantee and the Company not 
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related to the employment of Grantee by the Company, (ii i) any severance plan or policy of the Company 

and (iv) any change in control everance plan or policy of the Company. 

2. [n the event of a Change in Control Termination, the prohibitions on Grantee set forth in 

Sections U(B) and TI(C) shall remain in full force and effect. 

.F. Violation of Restrictive Covenants. This subsection sets foiih the circumstances under 

which Grantee shall forfe it all or a portion of any vested or unvested Restricted Stock Units without 

payment and/or be requi red to repay or otherwise reimburse the Company any gain or value realized in 

respect of all or a portion of the Restricted Stock Units. 

I . ff Grantee violates any provisions of Section 11 of this Agreement (a "Forfeiture Event"), 

Grantee shall immediately forfe.it as of the date that the violation first occurs all unvested Restricted Stock 

Units. This provision docs not alter the circumstances for forfe iture of unvestcd Restricted Stock Units as 

described in Section l(D) of this Agreement. 

2. For any Restricted Stock Un its that vested during the 12 month period prior to tlle 

forfeiture Event or at any time after the Forfeiture event, Grantee shall be required to repay or otherwise 

reimburse the Company, immediately upon demand, an amount in Cash or Humana Inc. common stock 

equal to (i) equal to the aggregate Fair Market Value of the shares of Stock underlying such Restricted 

Stock Units on the date the Restricted Stock Units became vested and (ii) any dividend or DER amounts 

paid in respect of Shares. 

3. The re lief provided in this Section ll(F) of the Agreement does not constitute the 

Company 's exclusive remedy fo r the Grantee's violation of any of the provisions of Section II of the 

Agreement. As any forfeitlire and repayment provisions are not adequate remedies at law, including 

because they do not repair the irreparable harm the Company will suffer fro m Grantee ' s breaches of this 

Agreement, the Company may seek any additional legal or equitable remedy, including injunctive relief, 

fo r such violations. The provisions in thi s section are essential economic condi tions to the Company's 

grant of Restricted Stock Units. By receiving the Restricted Stock Units, Grantee agrees upon Grantee 's 

violation of Section 11 of this Agreement that the Company may, subject to applicable state law, deduct 

from any amounts the Company owes Grantee followi ng the Last Day any amounts Grantee owes the 

Company under Section II(F). 

4. The provisions under this Section Il(F) of the Agreement and any amounts repayable by 

Grantee hereunder are intended to be in additi on to any rights to repayment the Company may have under 

Section 304 of the Sarbanes-Oxley Act of2002 and other applicable law. 

5. In addition, if Grantee realizes any amounts in excess of what Grantee should have 

received under the terms of any Restricted Stock Units for any reason due to mistake in calculations or 

other administrative error, then Grantee shall be required to repay or reimburse any such excess amount 
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to the Company within thirty (30) days following the Company's written demand for repayment. 

G. Governing Law. Notwithstanding any other provision herein to the contrary, tbe 

provisions of this Section rr of the Agreement shal l be governed by, and construed in accordance with, the 

laws of the Commonwealth of Kentucky without regard to its conflicts or choice of laws rules or 

principles that might otherwise refer construction or interpretation of thjs Section 11 to the substantive law 

of another jurisdiction. 

8. Injunctive Relief; Inva lidity of Any Provision. Grantee acknowledges that (l) his or 

her services to the Company, its subsidiaries, and/or its affiliates are of a special, t111ique and 

extraordinary character, (2) his or her position with the Company, iL subsidiaries, and/or its affiliates will 

place him or her in a position of confidence and trust with respect to the operations of the Company, its 

subsidiaries, and/or its affiliates, (3) be or she will benefit from continued employment with the 

Company, its subsidiaries, and/or its affiliates, (4) the nature and periods of restrictions imposed by the 

covenants contained in th is Section Il are fair, reasonable and necessary to protect the Company, its 

subsidiaries, and/or its affiliates, (5) the Company, its subsidiaries, and/or its affiliates would sustain 

immediate and i1Teparable loss and damage from Grantee' s wrongful use or disclosure of the Company, 

its subsidiaries, and/or its affiliates' confidential information or trade secrets and from Grantee's unfair 

competition or wrongful SolicitatioD of Protected Relationships, including with respect to the impairment 

of the Company's, its subsidiaries ', and/or its affiliates' goodwil l in its Protected Relationships, and (6) 

for the same reason, the Company 's remedy at law (including under any forfeiture under Section Tl(F) 

above) for any such breach will be inadequate. Accordingly, Grantee agrees and consents that the 

Company, in addition to the recovery of damages and all other remedies available to it, at- law or in 

equity, shall be entit led to seek temporary, preliminary, and permanent injunctions to prevent and/or halt 

a breach or threatened breach by Grantee of any covenant contained in Section 11 hereof. If any part or 

provision of this Section Tl is determined by a cowt of competent jurisdiction to be invalid in whole or in 

part, it shall be deemed to have been amended (and the court is authorized to amend), whether as to time, 

area covered or otherwise, as and to the extent required for its validity under applicable law, and as so 

amended, shall be enforceable. The parties further agree to execute all documents necessary to evidence 

such ame.ndment. 

I. Notice of Agreement. Grantee agrees that, during the Restricted Period, Grantee will tell 

any prospective new employer, pa11ner, in a bu iness venture, investors and/or any entity seeking to 

engage Grantee's services, prior to accepting employment, engagement as a consultant or contractor, or 

engaging in a business venture that this Agreement exists, and further, Grantee agrees to provide a true 

and correct copy of this Agreement to any such individual or entity prior to accepting any such 

employment or entering into any such employment or business venture. 
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J. Tolling. In the event Grantee violates one of the time-limited restrictions in Section 11 of 

this Agreement, tbe Company re erves the right to request as a form or equitable relief. and Grantee will 

not object, that a court of competent jurisdiction extend the time period for such violated restriction by 

one day for each day Grantee violated the restriction, up to the maximum extension equal to the length of 

the original period oftbe time-linlited restrictions in Section LI of this Agreement. 

Ill. MlSCELLANEOUS PROVISIONS 

A. Binding Effect & Adjustment. This Agreement shall be binding and conclusive upon 

each successor and assign of the Company. Grantee 's obligations hereunder shall not be assignable to 

any other person or entity. It is the intent of the parties to this Agreement that the benefits of any 

appreciation of the underlying Shares during the term of the Award shall be preserved in any event, 

including but not limited to a recapitalization, merger, consolidation , reorganization, stock dividend, stock 

split, reverse stock split, spin-off or similar transaction, or other change in corporate structure affec ting 

the Shares, as more fu lly described in Sections 4.6 and 11 of the Plan. All obligations imposed upon 

Grantee and all rights granted to Grantee and to the Company shall be binding upon Grantee's heirs and 

legal representatives. 

B. Amendment. This Agreement may only be amended by a writing executed by each of 

the parties hereto. 

C. Governing Law. Except as to matters of federal law and the provisions of Section II 

hereof, this Agreement shall be governed by, and construed i.n accordance with, the laws of the State of 

Delaware without regard to its conflict of laws rules. This Agreement shall also be governed by, and 

construed in accordance wi th, the tem1s of the Plan. 

D. No Employment Agreement. othing herein confers on Grantee any rights with respect 

to the continuance of employment or other service with the Company, nor will it interfere with any right 

the Company would otherwise have to terminate or modify the terms of Grantee's employment or other 

service at any time. 

E. Severability. If any provision of this Agreement is or becomes or is deemed invalid, 

illegal or unenforceable in any relevant jurisdiction, or would disqual ify this Award under any law 

deemed appl icable by the Committee, such provision shall be construed or deemed amended to conform 

to applicable laws or if it cannot be construed or deemed amended without, in the determination of the 

Committee, materially altering the intent of the Plan, it shall be stricken and the remainder of the 

Agreement shall remain in ful l force and effect. 

F. Defined Terms. 

I. Any tem1 used herein and not otherwise defined herein sha ll have the same meaning as in 

the Plan. Any conflict between this Agreement and the Plan will be resolved in favor of the Plan. Any 
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disputes or questions of right or obligation which shall result from or relate to any interpretation of this 

Agreement shall be determined by the Committee. ADy such determination ball be binding and 

conclusive upon Grantee and any person or persons claiming through Grantee as to any rights hereunder. 

2. For the purposes of this Agreement, the following terms shall have the following 

meaning: 

(i) "Change in Control Termination" means, in the event unvested Restricted Stock Units 

and DERs are assumed, converted, continued or substitmed iD connection with a Change in Control in 

accordaDce with Section l J .I of the Plan, if the employment of Grantee is terminated witbiD two years 

following the Change in Control (a) by the Company or its acquirer or successor for any reason other than 

Cause or (b) by Grantee with Good Reason. 

(ii) "Competitive Product or Service" means any product, process, system or service (in 

existence or under development) of any person or organization other than the Company that is the same 

as, similar to, or competes with, a product, process, system or service (in existence or under development) 

upon which Grnntee worked, had direct or indirect responsibilities, or had confidential infonnation about 

at the Company during the twenty-four (24) months prior to the Grantee's Last Day (defined below). 

(i ii) "Competitor" means Grantee or any other person or organization, other than the 

Company or any of its subsidiaries, engaged in, or about to become engaged in, research or development, 

production, marketing, leasing, sell ing or servicing of a Competitive Product or Service. 

(iv) "Last Day" means Grantee 's last day of employment wi th the Company, its subsidiaries, 

and/or its affiliates (or immediate successor) regardless of the reason for Grantee's separation. 

(v) "Protected Relationship" means, but is not necessarily limited to, vendors, healthcare 

providers, hospitals, hospital systems, lobbyists, state Medicaid agencies, long-term care fac ilities, 

pharmaceutical manufacturers, policyholders, agents, brokers, dealers, distributers, customers, and/or 

other soLLrces of supply or customers with whom within twenty-four months prior to the Last Day, 

Grantee, directly or indirectly (e.g., through employees whom Grantee supervised) had material business 

contact and/or about wbom Grantee obtained confidential information and trade secrets. 

(vi) "Restricted Geographic Area" means the territory (i.e. : (i) state(s), (ii) counry(ies), or 

(i ii) city(ies)) in which, during the twenty-four (24) months prior to the Last Day, Grantee provided 

material services on behalf of the Company (or in which Grantee supervised directly, indirectly, in whole or 

in part, the servicing activities). 

(vii) "Restricted Period" means the period of Grantee ' s employment wi th the Company, its 

subsidiaries, and/or its affiliates and a period of twelve (12) months after the Last Day. Grantee 

recognizes that the durational tenn is reasonably and narrowly tailored to the Company 's, its 

subsidiaries', and/or its affiliates ' legitimate business interest and need for protection with each position. 
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(viii) "Solicit" means to hire, entice, encourage, persuade, recruit, or solicit, or attempt to hire, 

entice, encourage, persuade, recruit, or olicit, either directly by Grantee or indiJ·ectly through another 

individual. 

G. Execution. If Grantee shall fail to execute this Agreement, either manually with a paper 

document, or through the on.line grant agreement procedure with the Company 's designated broker ealer, 

and, if manually executed, return the executed original to the Secretary of the Company, the Award shall 

be nu!J and void. The choice of form wi ll be at the Company's discretion. 

1:1. Section 409A. All Restricted Stock Un.its granted pursuant to this Agreement are 

intended either to be exempt from Section 409A of the Code, or, if subject to Section 409A of the Code, to 

be administered, operated and construed in compliance with Section 409A of the Code and any guidance 

issued thereunder. This Agreement and the Plan shall be administered in a manner consistent with this 

intent and any provision that would cause the Agreement or Plan to fai l to satisfy the first sentence of this 

section shall have no force and effect. Notwithstanding anyth ing contained herein to the contrary, 

Restricted Stock Units (alld related DERs) that (a) constitute "nonqualified deferred compensation" as 

defined under Section 409A of the Code and (b) vest as a consequence of Grantee 's tem1ination of 

employment, shall not be delivered until the date that Grantee incurs a "separation from service" withill the 

meaning of Section 409A of the Code (or, if Grantee is a "specified employee" within the meanillg of 

Section 409A of the Code and any guidance issued thereunder, the date that is six months and one day 

following the date of such "separation from service" (or on the date of Grantee's death, if earlier)). ln 

addition, each amount to be paid or benefit to be provided to Grantee pursuaDt to this Agreement that 

constitutes deferred compensation subject to Section 409A of the Code, shall be construed as a separate 

identified payment for purposes of Section 409A of the Code. 
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GRANTEE CERTIFIES THAT GRANTEE HAS READ A D UNDERSTANDS THJS AGREEMENT 

A D THE RESTRICTIONS CO TAJNED THEREI , A D HAS HAD A OPPORTUNITY TO 

CONSULT WITH LEGAL COUNSEL PRIOR TO SIG ING. GRANTEE ACK OWLEDGES THAT 

THIS AGREEMENT MAY BE ACCEPTED ELECTRONICALLY BY GRANTEE, AND THAT AN 

ELECTRO lC COPY, HARD COPY, OR ACKNOWLEDGEMENT JS ASE FORCEABLE AS AN 

ORIG1NAL. GRANTEE ACK OWLEDGES THAT GRA TEE HAD ABILITY TO PRINT A COPY 

OF THIS AGREEME T AND TIME TO REVIEW IT PRIOR TO SIGN1NG. 

l WITNESS WHEREOF, Company has caused this Agreement to be ex.ecuted on its behalf by its duly 

authorized officer, and Grantee has executed this Agreement, each as of the day first above written. 

ATTEST: 

BY: _____________ _ 
JOSEPH C. VE TURA 

Chief Legal Officer 

- 12 -

"Company" 

HUMANA INC. 

BY: ___________ _ 
BRUCE D. BROUSSARD 

President & Chief Executive Officer 

"Grantee" 

<first_name> <middle_name> <last_name> 
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Humana [nc. ("Humana") has granted you the number of shares of restricted stock of Humana set forth 
below in this Restricted Stock Grant Agreement ("Restricted Stock Grant" or "Grant") under the Amended 
and Restated Stock Incentive Plan. The award is sub ject to the provisions of the Plan and the Terms 
and Conditions below. 

YOU SHOULD CAREFULLY READ ALL THE TERMS AND CONDITIO S OF THIS RESTRICTED 
STOCK GRANT AND BE SURE YOU UNDERSTAND WHAT THEY SAY AND WHAT YOUR 
RESPONSIBLLITJES AND OBLlGA TLONS ARE BEFORE YOU CLICK ON THE "ACCEPT" BUTTON 
TO ACKNOWLEDGE AND AGREE TO THIS GRANT. 

If you are not willing to agree to all of the Grant terms and conditions, do not click the ACCEPT button for 
tbe Restricted Stock Grant Acknowledgement and Agreement. lfyou do not accept the Grant, you will not 
receive the benefits of the Grant. 

[fyou do click the ACCEPT button, you are accepting and agreeing to all of the tenns and conditions of this 
Restricted Stock Grant, which include, among other things, certain restrictive covenants that may include 
non-competition and/or non-solicitation provisions. 

Please be aware that the Policy Regarding Transactions in Company Securities, Inside Information and 
Confidentiality places restrictions on your transactions in Hmnana securities and requires certain Humana 
employees to obtain advance permission from the Equity Compliance Team before executing transactions 
in Humana securities. 

If you have any questions about your award, please contact EquityCompliance@humana.com. 

-1-
185902 16.2 
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HUMANA INC. 
RESTRICTED STOCK UNIT AGREEMENT 

AND AGREEMENT NOT TO COMPETE OR SOLICIT 
UNDER THE AMENDED AND RESTATED STOCK INCENTIVE PLAN 

THIS RESTRICTED STOCK UNIT AGREEMENT ("Agreement") made as of <award_date> 

(the "Date of Grant") by and between HUMANA INC., a corporation duly organized and existing under 

the laws of the State of Delaware (hereinafter refe1Ted to as the "Company"), and <first_name> 

<middle_name> <last_name>, an employee of the Company (hereinafter referred to as "Grantee"). 

WITNESSETH : 

WHEREAS, the Amended and Restated Humana rnc. Stock Incentive Plan (the "Plan") was 

approved by the Company's Board of Di.rectors and stockholders; and 

WHEREAS, the Company desires to award to Grantee Restricted Stock Units in accordance with 

the Plan. 

NOW, THEREFORE, in consideration of the award of Restricted Stock Units to Grantee, the 

promises and mutual covenants hereinafter set forth, and other good and valuable consideration, the 

Company and Grantee agree as follows: 

I. RESTR ICTED STOCK UNIT GRANT 

A. Grant. Subject to the terms and conditions hereinafter set forth, and in accordance with 

the provisions of the Plan, the Company hereby grants to Grantee, and Grantee hereby accepts from tbe 

Company <shares_awarded> Restricted Stock Units. Each Restricted Stock Uni t represents the right of 

Grantee to receive (i) one (I) Share on the date of distribution provided for in Section I.E. In addition, 

Grantee shall also have the right to receive all of the cash or in-kind dividends that are paid with respect to 

the Shares represented by the Restricted Stock Units lo which this award relates ("DERs"). Dividend 

equivalents with respect to any such Share shall be paid on the same date that such Share is issued to Grantee 

pursuant to Section I.E. hereof. The DERs shall be subject to the same terms and conditions applicable to 

the Restticted Stock Units, including, without limitation , the restr.ictions and non-transferability, vesting, 

forfeiture and disttibution provisions contained in Sections I.B through I.E. , inclusive, of this Agreement. 

ln the event that the Restricted Stock Units are forfeited pursuant to Section I.D. hereof, the re lated DER 

hall also be forfeited. 

B. Restrictions and Non-Transferability. The Restricted Stock Units and DERs may not be 

sold, transferred, pledged, assigned or otherwise alienated or hypothecated. ln addition, such Restricted 

Stock Units and DERs shall be subject to forfeiture in accordance with the provisions of Section l.D. 

C. Vesting of Restricted Stock Units. The Restricted Stock Units shall vest in three equal 

installments, with the first installment vesting on the Anniversaiy Date of the Grant, and the next two 

- 2 -



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
187 of 216

Exempt from Business Proposal 
and Total Page Limits

581(E)

installments vesting on each year of the next two anniversaries of the Date of Grant (each such date, a 

"Vest ing Date") subject to Grantee's continued employment with the Company through each such Vesting 

Date, except as set forth in Sections 12 and 13 of the Plan, or as set forth below: 

1. Section 13(c)(ii) of the Plan and any references to " Retirement" in any other section of the 

Plan will Dot apply to the Restr icted Stock Units. 

2. otwithstanding Section l 3(e)(ii)(B) of the Plan, in the event that Grantee's employment 

with the Company terminates due to a Divestiture of the business to which Grantee provides services, if the 

Company does not maintain a strategic interest in the d.ivested business, as determined by the Conunittee 

in its sole discretion, all outstanding Restricted Stock Units (and related DERs) shall continue to vest on 

the regu lar Vesting Date(s) in the same manner as if Grantee continued to be employed by the Company 

through the applicable Vesting Date(s). 

3. Notwithstanding Section J3(g)(i.i) of the Plan, in the event that Grantee's employment witb 

the Company terminates due to a Workforce Reduction or a Position E limination, all outstanding Restricted 

Stock Units (and related DERs) shall continue to vest on the regular Vesting Date(s) in tbe same manner as 

if Grantee continued to be employed by the Company through the applicable Vesting Date(s). 

D. Forfeiture. Except as set forth in Sections 12 and I 3 of the Plan (as modi tied by 

Section C above), upon the termination of Grantee's employment with the Company prior to the time the 

Restricted Stock U11its and DERs have vested, the Restricted Stock U11its and DERs shall be forfeited 

immediately by Grantee. 

E. Distributions. The Company shall issue to Grantee (or, if applicable, Grantee's estate or 

personal representative) Shares (or such other securities or other property into which the Shares have been 

converted, with any partial Shares or other securities to be settled in cash) with respect to Grantee's 

Restricted Stock Units and dividend equivalents accrued pursuant to the DERs with respect to such 

Restricted Stock Units, within 30 days of the date that the Restric ted Stock Units vest in accordance with 

Section I.C hereof; provided, however, that, to the extent that the Restricted Stock Units are considered 

deferred compensation subject to Section 409A of the Code and the Restricted Stock Units vest in 

connection with Grantee's Change in Control Termination (defined below), then unless the Change in 

Control is a Section 409A Change in Control the distributio11 of Shares (or such other securities or other 

property into which the Shares have been converted) shall not be accelerated to the vesting date but such 

distribution shall instead occur based on the Vesting Dates set forth in Section LC. hereof. A "Section 

409A Change in Control" shall mean a Change in Control that also constitutes a "change in ownership or 

effective control" of the Company or a "change in ownership of a substantial portion of the assets of' the 

Company, in each case within the meaning of Section 409A of the Code. Not\vithstanding anything to the 
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contrary contained herein, no Shares may be transferred to any person other than Grantee unless such other 

person demonstrates to the reasonable satisfaction of the Company such person's right to tbe transfer. 

F. Taxes. Federal, state and local income and employment taxes and other amounts as may 

be required by law to be collected by the Company ("Withholding Taxes") in connection with the 

distribution of Shares, cash or other property or, to the extent applicable, vesting of the Restricted Stock 

Units or DERs hereunder, shall be paid by Grantee at such time. Notwithstanding the foregoing, the 

Company shall withhold delivery of a number of Shares with a Fair Market Value as of the distribution 

date equal to the Withholding Taxes required to be withheld in connection with such distribution. 

11. AGREEMENT NOT TO COMPETE AND AGREEMENT NOT TO SOLICIT . 

Grantee agrees and understands that the Company's business is a profit-generating business 

operating in a highly competitive business envirorunent and that the Company has a legitimate business 

interest in, among other things, its confidential information and trade secrets (including as protected in other 

agreements and policies between the Company and Grantee) that it is providing Grantee, and in the 

significant time money, training, team building and other efforts it expends to develop Grantee's skills to 

assist in performing Grantee 's duties for the Company, including with respect to establishi11g, developing 

and maintaining the goodwill and business relationships with Protected Relationships (defined below) and 

employees, each of which Grantee agrees are valuable assets of the Company to which it has devoted 

substantial resources. Grantee acknowledges that the grant Grantee is receiving under the Plan is a 

meaningful way that the Compa1Jy entrusts Grantee with its goodwill and aligns Grantee with the Company 

objective of increasing the value of the Company's business. Accordingly, Grantee acknowledges the 

importance of protecting the value of the Company's business through, among other things, covenants to 

restrict Grantee from engaging in activities that would adversely affect the value of the Company and its 

goodwill. 

A Agreement Not to Compete. 

1. Grantee agrees that during the Restricted Period (defined below) and within the Resu·icted 

Geographic Area (defined below), Grantee will not, directly or indirectly, perfo1m or engage in Competitive 

Product or Services (defined below) with a Competitor (defined below). Grantee may not accept 

employment with a Competitor (defined below) unless the Competitor' s business is diversified and the 

Company receives Written Assurances from the Competitor and Grantee that are satisfactory to the 

Company that Grantee, during the Restricted Period, will not work on or provide Competitive Products or 

Services or otherwise use or disclose the Company's confidential information or trade secrets. 

2. For Section il(A), such "Written Assurances" must contain a written statement detailing 

the identity of the Competitor and the nature of the services that Grantee will provide to the Competitor 

with sufficient detail to allow the Company to independently assess whether Grantee is or will be in 
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violation of the Agreement. The Company must also receive such "Written Assurances" at least ten 

business days before Grantee commences employment for the Competitor. Such "Writteu Assurances" 

shall be delivered to the Company's Chief Human Resource Officer or his/her authorized delegate. 

3. Nothing in this Agreement is intended to prevent Grantee from investing Grantee 's funds 

in securities of a person engaged in a business that is direct ly competitive with the Company if the securities 

of such a person are listed for trading on a registered securities exchange or actively traded in an over-the­

counter market and Grantee's holdings represent less than one percent (1 %) of the total number of 

outstanding shares or principal amount of the securities of such a person. 

B. Agreement Not to Solicit Protected Relationships. During the Restricted Period (defined 

below) and in connection wi th a Competit ive Product or Service (defined below), Grantee shall not, 

indi vidually or jointly with others, directly or indirectly, or by assisting others, (I) Solicit (defined below) 

any Protected Relationships (defiued below); or (2) Solicit any Protected Relationships to terminate a 

relationship with the Company, its subsidiaries, and/or its affi liates, reduce the volume of their business 

dealings with the Company, its subsidiaries, and/or its affiliates, or to otherwise cease to accept services or 

products from the Company, its subsidiaries, and/or its affi liates. 

C. Agreement Not to Solicit Employees. During the Restricted Period, Grantee shall not, 

individually or jointly with others, directly or indirectly, or by assisting others, ( I) Solicit any employees 

or fo rmer employees of the Company, its subsidiaries, and/or its affiliates with whom Grantee worked, had 

business contact, or about which Grantee gained non-public or confidential infom1ation ("Employees or 

·Fo1mer Employees"); (2) contact or communicate with Employees or Former Employees for the purpose 

of Soliciting them to terminate their employment or find employment or work with another person or entity; 

(3 ) provide, share, or pass along to any person or entity the name, contact and/or background information 

about any Employees or Fonner Employees or provide references or any other in formation about them; (4) 

provide, share, or pass along to Employees or Former Employees any information regarding potential jobs 

or enti ties or persons to work for, including but not limited to job openings, job postings, or the names or 

contact infonnation of individuals or companies hiring people or accepting job app lications; and/or (5) offer 

employment or work to any Employees or Former Employees. For purposes of this covenant, "Former 

Employees" shall refer to employees who are not employed by the Company, its subsidiaries, and/or its 

affil iates at the time of the attempted recruiting or hiring, but were employed by, or working for the 

Company, its subsidiaries, and/or its affiliates in the three months prior to the time of the attempted 

recruiting or hiring and/or interference. 
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D. Effect of Termination of Employment other than a Change in Control Termination 

on Agreements Not to Compete and Not to Solicit 

I. In the event Grantee voluntarily resigns or is discharged by the Company with Cause at 

any time prior to the vesting of the Restricted Stock Unit the prohibitions on Grantee set fo rth in Sections 

U(A), JJ (B) and ll(C) shall remain in full force and effect. 

2. In the event Grantee i discharged by the Company other than with Cause, including in 

connection with a Workforce Reduction or Position Elimination, or certain divestiture related terminations, 

prior to the vesting of the Restricted Stock Unit, the prohibitions set fo rth in Section 1l(A) shall remain in 

ful l force and effect duriug the period of time followi_og Grautee ' s tennination equal to tbe lesser of(x) the 

Restricted Petiod or (y) the period of time during which Grantee is deemed to be entitled to severance 

measured by the sum of (i) the number of weeks Grantee is entitled to severance under the Company's 

applicable severance policy, plus (ij) a number of weeks equal to (A) the value of the Restricted Stock Units 

that would remain outstanding subj ect to the achievement of the performance goals (or the val ue of the 

acceleration, if any, of the vesting of any Restricted Stock Unit as a result of Grantee's termination lll1der 

this Agreement or the Plan that would otherwise have been forfei ted), with such value measured by 

multiplying the number of Shares underlying the Restricted Stock Units, assuming target performance has 

been achieved (or by the number of Shares underlying the Restricted Stock Unit that become vested as a 

result of the acceleration of vesting, if any) , by the per Share Fair Market Value on the Last Day, divided 

by (B) Grantee's then-current weekly base salary, plus (iii) any additional period that the Company 

determines to provide severance to Grantee, in its discretion . 

3. In the event Grantee is discharged by the Company other than with Cause prior to vest ing 

herein of the Restricted Stock Units, the prohibitions set fo1th in Sections Il(B) and Il(C) above shall remain 

in full force and effect. 

4. After the vesting of the Restricted Stock Unit, the prohibitions on Grantee set forth herein 

shall remain in full force and effect, except as otherwise provided in Section U(E). 

E. Effect of a Change in Control Termination on Agreements Not to Compete and Not 

to Solicit. 

I. otwithstanding anything set forth in Section ll(D), in the event of a Change in Control 

Te1mination, the prohib itions on Grantee set fo1th in Section II(A) shall remain in full force and effect only 

if the acquirer or successor to the Company following the Change in Control shall , solely at its option, pay, 

within thirty (30) days following the Last Day (with the Company or its successor), to Grantee the Non­

Compete Payment. otwithstanding any previous agreement between Grantee and the Company relating 

to the prohibitions on Grantee set forth in Section IT.A, the "Non-Compete Payment" shall be an amount al 

least equal to Grantee ' s then current annual base salary. Such amount shall be in addition to any other 
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amounts paid or payable to Grantee with respect to other severance plans or policies maintained by the 

Company. For the avoidance of doubt the provisions of this Section U(E) shall supersede any agreement 

between Grantee and the Company relating to the prohibitions on Grantee set forth in Section II(A), with 

the exception of any similar agreement contained in (i) any employment agreement between Grantee and 

the Company, (ii) aDy agreement between Grantee aDd the Company not related to the employment of 

Grantee by the Company, (iii) any severance plan or policy of the Company and (iv) any change in control 

severance plan or policy of the Company. 

2. In the event of a Change in Contrnl Termination, the prohibitions on Grantee set forth in 

Sections 11.(B) and 11.C shall remain in full force and effect. 

F. Violation of Restrictive Covenants. This subsection sets forth the circumstances under 

which Grantee shall forfeit all or a portion of any vested or unvested Restricted Stock Units without 

payment and/or be required to repay or otherwise reimburse the Company for the gain or value realized in 

respect of all or a portion of the Restricted Stock Units. 

1. If Grantee violates any provisions of Section ll of this Agreement (a "Forfeiture Event"), 

Grantee shall inunediately forfei t as of the date that the violation first occurs all unvested Restt·icted Stock 

Units without payment. . This provision does not alter the circumstances for forfeiture of unvested 

Restricted Stock Units as described in Section I(D) of this Agreement. 

2. For any Restricted Stock Units that vested during the 12 month period prior to the 

Forfeitu re vent or at any time after the Forfeiture event, Grantee shall be required to repay or otherwise 

reimburse the Company, immediately upon demand, an amount in Cash or Humana Lnc. common stock 

equal to (i) equal to the aggregate Fair Market Value of the shares of Stock underlying such Restricted 

Stock Units on the date the Restricted Stock Un.its became ve ted and (ii) any dividend or DER amounts 

paid in respect of Shares. 

3. The re lief provided 10 this Section II(F) of the Agreement does not constitute the 

Company's exclusive remedy for tbc Grantee's violation of any of the provisions of Section If of the 

Agreement. As any forfeiture and repayment provisions are not adequate remedies at law including 

because they do not repair the irreparable harm the Company wi ll suffer from Grantee 's breaches of thi 

Agreement, the Company may seek any additional legal or equitable remedy, including injunctive relief, 

for such violations. The provisions in this section are essential economic conditions to the Company's 

grant of Restricted Stock Units. By receiving the Restricted Stock Units, Grantee agrees upon Grantee 's 

violation of Section II of this Agreement that the Company may, subject to applicable state law, deduct 

from any amounts the Company owes the Grantee following the Last Day any amounts Grantee owes the 

Company under Section Il(F). 
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4. The provisions under this Section IJ(F) of the Agreement and any amounts repayable by 

Grantee hereunder are intended to be in addition to any rights to repayment the Company may bave under 

Section 304 of the Sarbanes-Oxley Act of2002 and other applicable law. 

5. In addition, if Grantee realizes any amounts in excess of what Grantee shou ld have received 

under the terms of any Restricted Stock Units for any reason due to mistake in calculations or other 

administrative error, then Grantee shall be required to repay or reimburse any such excess amounts to the 

Company within thirty (30) days following the Company's wri tten demand for repayment. 

G. Governing Law. Notwithstanding any other provision herein to the contrary, the 

provisions of this Section II of the Agreement shall be governed by, and construed in accordance with, tbe 

laws of the Commonwea lth of Kentucky without regard to Kenmcky's conflicts or choice of laws m ies or 

principles that might otherwise refer construction or interpretation of this Section 11 to the substantive law 

of another jurisdiction. 

H. Injunctive Relief; Invalidity of Any Provision. Grantee acknowledges that (I) his or her 

services to the Company, its subsidiaries, and/or its affi liates are of a special, unique and extraordinary 

character, (2) his or her position with the Company its subsidiaries, and/or its affiliates will place him or 

her in a position of confidence and trust with respect to the operations of the Company. its subsidiaries, 

and/or its affil iates, (3) he or she will benefit from continued employment with the Company, its 

subsidiaries, and/or its affiliates, (4) the nature and periods of restrictions imposed by the covenants 

contained in this Section II are fair, reasonable and necessary to protect the Company, its subsidiaries, 

and/or its affiliates, (5) the Company, its subsidiaries, and/or its affi liates would sustain immediate and 

irreparable loss and damage from Grantee 's wrongful use or disclosure of the Company, its subsidiaries, 

and/or its affiliates' confidential infonnation or trade secrets and from Grantee's unfair competition or 

wrongful Soli citation of Protected Relationships, including with respect to the impairment of the 

Company's, its subsidiaries', and/or its affi liates' goodwill in its Protected Relationships, and (6) for the 

same reason, the Company's remedy at law (including under any forfeiture under Section U(F) above) for 

any such breach wi ll be inadequate. Accordingly, Grantee agrees and consents that the Company in 

addition to the recovery of damages and all other remedies available to it, at law or in equity, shall be 

entitled to seek temporary, prelimimry, and pennanent injunctions to prevent and/or halt a breach or 

threatened breach by Grantee of any covenant contained in Section II hereof. If any part or provision of 

this Section fl is determined by a court of competent jurisdiction to be inval id in whole or in part, it sha ll 

be deemed to have been amended (and the court is authorized to amend), whether as to time, area covered 

or otherwise, as and to the extent required for its validity under applicable law, and as so amended, shall be 

enforceable. The parties further agree to execute all documents necessary to evidence such amendment. 
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r. Notice of Agreement. Grantee agrees that, during the Restricted Period, Grantee wi ll tell 

any prospective new employer, partner, in a business venture, investors aud/or any entity eeking to engage 

Grantee 's services, prior to accepting employment, engagement as a consultant or contractor, or engaging 

in a business venture that this Agreement exists, and further, Grantee agrees to provide a true and correct 

copy of this Agreement to any such individual or entity prior to accepting any such employment or entering 

into any such employment or business venture. 

J. Tolling. In the event Grantee violates one of the time-limited restrictions in Section II of 

this Agreement, the Company reserves the right to request as a form or equitable relief, and Grantee will 

not object, that a court of competent jurisdiction extend the time period for such violated restriction by one 

day for each day Grantee violated the restriction, up to the maximum extension equal to the length of the 

original period of the time-limited restrictions in Section lI of this Agreement. 

m MISCEUANEOUS PROVISIONS 

A. Binding Effec t&Adiustmcnt This Agreement shall be binding and conclusive upon 

each successor and assign of the Company. Grantee ' s obligations hereunder shall not be assignable to any 

other person or entity. It is the intent of the parties to this Agreement that the benefits of any appreciation 

of the underlying Shares during the term of the Award shall be preserved in any event, including but not 

limited to a recapitalization, merger, consolidation, reorganization, stock div idend, stock split, reverse stock 

split, spin-off or similar transaction, or other change in corporate structure affecting the Shares, as more 

fully described in Sections 4.6 and 11 of the Plan. All obligations imposed upon Grantee and all rights 

granted to Grantee and to the Company shall be binding upon Grantee's heirs and legal representatives. 

B. Amendment This Agreement may only be amended by a writing executed by each of the 

parties hereto. 

C. Gove ming Llw. Except as to matters of federal law and the provisions of Section If 

hereof; this Agreement shall be governed by, and construed in accordance with, the laws of the State of 

Delaware without regard to its conflict of laws rules. This Agreement shall also be governed by, and 

construed in accordance with, the terms of the P lan. 

D. No Em ployment Agnement Nothing herein confers on Grantee any rights with respect 

to the continuance of employment or other service with the Company, nor will it interfere with any right 

the Company would otherwise have to tenninate or modify the terms of Grantee's employment or other 

service at any time. 

E. Seve rability. If any provision of this Agreement is or becomes or is deemed invalid, illegal 

or unenforceable iJ1 any relevant jurisdiction, or would disqualify this Award under any law deemed 

appl icable by the Committee, such provis ion shall be construed or deemed amended to confonn to 

applicable laws or if it cannot be construed or deemed amended without, in the determination of the 
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Committee, materially altering the intent of the Plan, it shall be stricken and the remainder of the Agreement 

shall remain in ful I force and effect. 

F. Defined Terms. 

1. Any term used herein and not otherwise defined herein shall have the same meaning as in 

the Plan. Any conflict between this Agreement and the Plan will be resolved in favor of the Plan. Any 

disputes or questions of right or obl igation which shall result from or relate to any interpretat ion of this 

Agreement shall be determined by the Commit.tee. Any such determination shall be binding and conclusive 

upon Grantee and any person or persons claiming through Grantee as to any rights hereunder. 

2. For the purposes of this Agreement, the following terms shall have the following meaning: 

(i) "Change in Control Termination" means, in the event unvested Restricted Stock Units 

and DERs are assumed, converted, continued or substituted in connection with a Change in Control in 

accordance with Section I J. I of the Plan, if the employment of Grantee is terminated within two years 

following the Change in Control (a) by the Company or its acquirer or successor for any reason other than 

Cause or (b) by Grantee with Good Reason . 

(ii) "Competitive Product or Service" means any product, process, system or service (in 

existence or under development) of any person or organization other than the Company that is the same as, 

similar to, or competes with, a product, process, system or service (in existence or under development) upon 

which Grantee worked, had direct or indirect responsibilities, or had confidential information about at the 

ompany dur.ing the twenty-four (24) months prior to the Grantee's Last Day (defined below). 

(iii) "Competitor" means Grantee or any other person or organization, other than the Company 

or any of its subsidiaries, engaged in, or about to become engaged in, research or development, production, 

marketing, leasi.ng, selling, or servicing of a Competitive Product or Service. 

(iv) "Last Day" means Grantee's last day of employment with the Company, its subsidiaries, 

and/or its affiliates (or immediate successor) regardless of the reason for Grantee's separation. 

(v) "Protected Relationship" means, but is not necessari ly limited to, vendors, healthcare 

providers, hospitals, hospital systems, lobbyists, long-term care facilities , phannaceutical manufacturers, 

policyholders, agents, brokers, dealers, distributers, state Medicaid agencies, customers, and/or other 

sources of supply or customers with whom within twenty-four months prior to the Last Day, Grantee, 

directly or indirectly (e.g., through employees whom Grantee supervised) had material business contact 

and/or about whom Grantee obtained confidential information and trade secrets. 

(vi) "Restricted Geographic Area" means the territory (i.e.: (i) state(s), (ii) county(ies), or (iii) 

city(ies)) in which, during the twenty-four (24) months prior to the Last Day, Grdlltee provided material 

services on behal f of the Company (or in which Grantee supervised directly, indirectly, in whole or in part, 

the servicing activities). 
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(vii) "Restricted Period" means the period of Grantee's employment with the Company, its 

subsid.iaries, and/or its affiliates and a period of twelve (12) months after tbe Last Day. Grantee recognizes 

that the durational term is reasonably and narrowly tai lored to the Company's, its subsidiaries', and/or its 

affiliates ' legitimate business interest and need for protection with each position. 

(viii) "Solicit" means to hire, entice, encourage, persuade, recruit, or sol.icit, or attempt to hire, 

entice, encourage, persuade, recruit, or solic it, either directly by Grantee or indirectly through another 

individual. 

G. Execution . 1f Grantee shall fail to execute th is Agreement, ei ther manually with a paper 

document, or through the online grant agreement procedure wi.tb tbe Company 's designated broker-dealer, 

and, if manually executed, return the executed original to the Secretary of the Company, the Award sha ll be 

null and void. The choice of form wil l be at the Company's discretion. 

H. Section 409A. AJI Restricted Stock Units granted pursuant to this Agreement are in tended 

either to be exempt from Section 409A of the Code, or, if subject to Section 409A of the Code, to be 

administered, operated and construed in compliance with Section 409A of the Code and any guidance issued 

thereunder. This Agreement and the Plan shall be administered in a manner consistent with this intent and 

any provision that would cause the Agreement or Plan to fail to satisfy the first sentence of this section shall 

have no force and effect. Notwithstanding anything contained herein to the contrary, Restricted Stock Units 

(and related DERs) that (a) constitute "nonqualified deferred compensation" as defmed under Section 409A 

of the Code and (b) vest as a consequence of Grantee's termination of employment, shall not be delivered 

until the date that Grantee incurs a "separation from service" within the meaning of Section 409A of the 

Code (or, if Grantee is a "specified employee'' within the meaning of Section 409A of the Code and any 

guidance issued thereunder, the date that is six months and one day following the date of such "separation 

from service" (or on the date of Grantee's deaih, if earl ier)). In addition, each amount to be paid or benefit 

to be provided to Grantee. pursuant to this Agreement tl!at constitutes deferred compensation subject to 

Section 409A of the Code, shall be construed as a separate identified payment for purposes of Section 409A 

of the Code. 



Attachment 2.5.5.1-7 Humana Inc. 2020 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
196 of 216

Exempt from Business Proposal 
and Total Page Limits

590(E)

GRANTEE CERTIFIES THAT GRANTEE HAS READ A D UNDERSTANDS THJS AGREEMENT 

A D THE RESTRICTLONS CO TAJNED THEREI , A D HAS HAD A OPPORTUNITY TO 

CONSULT WITH LEGAL COUNSEL PRIOR TO SIG ING. GRANTEE ACK OWLEDGES THAT 

THIS AGREEMENT MAY BE ACCEPTED ELECTRONICALLY BY GRANTEE, AND THAT AN 

ELECTRO IC COPY, HARD COPY, OR ACKNOWLEDGEMENT JS AS E FORCEABLE AS AN 

ORIGINAL. GRA TEE ACK OWLEDGES THAT GRANTEE HA D ABILITY TO PRINT A COPY OF 

THIS AGREEME T AND TlME TO REVIEW IT PRIOR TO SIG ING. 

IN W ITNESS WHEREOF, Company has caused this Agreement to be executed on its behalf by its duly 

authorized officer, and Grantee has executed this Agreement, each as of the day first above written . 

"Company" 

ATTEST : 

BY: ____________ _ 

JOSEPH C. VENTURA 
Chief Legal Officer 

HUMANA INC. 

BY: __________ _ 

BRUCE D. BROUSSARD 
President & Chief Executive Officer 

"Grantee" 

<first_ name> <middle_ name> <last_ name> 
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Humana Inc. ("Humana") has granted you the number of shares of restricted stock of Humana set forth below in this Restricted 
Stock Grant Agreement ("Restricted Stock Grant" or "Grant") under the Amended and Restated Stock Incentive Plan . The 
award is subject to the provisions of the Plan and the Terms and Conditions below. 

YOU SHOULD CAREFULLY READ ALL THE TERMS AND CONDlTIO S OF THIS RESTRICTED STOCK GRANT 
AND BE SURE YOU UNDERSTA D WHAT THEY SAY A D WHAT YO R RESPO SfBlLITlES AND 
OBLIGA TIO S AR E BEFORE YOU CLICK O THE "ACCEPT" BUTTO TO ACKNOWLEDGE AND AGREE TO 
THIS GRANT. 

If you are not willing to agree to al l of the Grant tem1s and conditions, do not click the ACCEPT button for the Restricted Stock 
Grant Acknowledgement and Agreement. If you do not accept the Grant, you will not receive the benefits of the Grant. 

If you do click the ACCEPT button, you are accepting and agreeing to all of the terms and conditions of this Restricted Stock 
Grant, which include, among other things, certain restrictive covenants that may include non-competition and/or non-solicitation 
provisions. 

Please be aware that the Policy Regarding Transactions in Company Securities, Inside [nformation and Confidentiality places 
restrictions on your transactions in Humana securities and requires certain Humana employees to obtain advance permission 
from the Equity Compliance Team before executing transactions in Humana securities. 

If you have any questions about your award, please contact EquityCompliance@humana.com. 
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HUMANALNC. 
RESTRICTED STOCK UN IT AGREE ENT 

AND AGREEIVfENT OT TO COMPETE OR SOLlCJT 
UNDER THE AMENDED AND RESTATED STOCK INCENTIVE PLAN 

THIS RESTRICTED STOCK UNIT AGREE ENT ("Agreement'') made as of <award_date> (the "Date of 

Grant") by and between HUMANA I C., a corporation duly organized and existing under the laws of the State of Delaware 

(hereinafter referred to as the "Company"), and <first_name> <middle_name> <last_name>, an employee of the Company 

(hereiuafter referred to as "Grantee"). 

WIT ESSETH: 

WHEREAS, the Amended and Restated Humana 11Jc. Stock Incentive Plan (the "Plan") was approved by the 

Company's Board of Directors and stockholders; and 

WHEREAS, the Company desires to award to Grantee Restricted Stock Units in accordance with the Plan. 

OW, THEREFORE, in consideration of the award of Restricted Stock Units to Grantee, the promises and mutual 

covenants hereinafter set forth , and other good aud valuable consideration, the Company and Grantee agree as follows: 

I. RESTRICTED STOCK UNIT GRANT 

A. Grant. Subject to the terms and conditions hereinafter set forth, and in accordance with the provisions of the 

Plan, the Company hereby grants to Grantee, and Grantee hereby accepts from the Company <shares_awarded> Restricted 

Stock Units. Each Restricted Stock Uni t represents the right of Grantee to receive one (I) Share on the date of distri bution 

provided for in Section l(E). Ln addition, Grantee shall also have the right to receive all of the cash or in-kind div idends tha t 

are paid with respect to the Shares repre ented by the Restricted Stock Units to wh.icb this award relates ("D ERs"). Dividend 

equivalents with respect to any such Share shall be paid on the same date that such Share is issued to Grantee pursuant to 

Section I(E) hereof. The DERs sball be subject to the same terms and conditions applicable to the Restricted Stock Units, 

i.ncludtng, without limitation, the restrictions and non-transferabili ty, vesting, forfeiture and distribution provisions contained in 

Sections T(B) through [(E), inclusive, of this Agreement. 1n the event that the Restricted Stock Uni ts are forfei ted pursuant to 

Section I(D) hereof, the related DER shall also be forfe ited. 

B . Restrictions and Non-Transferability. The Restricted Stock Un.i ts and DERs may not be sold, transferred, 

pledged, assigned or otherwise alienated or hypothecated. In addition, such Restricted Stock Units and DERs shall be subject 

to forfeiture in accordance with the provis ions of Section [(D). 

C. Vesting of Shares. The Restricted Stock Units shall vest in three equal installments, with the first installment 

vesting on December 15 of the year in which the Date of Grant occurs, and the next two installments vesting on December 15 

of each of the next two years (each such date, a "Vesting Date" and the period between each Vesting Date or between the Date 

of Grant and a Vesting Date, as applicable, a "Vesting Period") subject to Grantee's continued employment with the Company 

th rough each such Vesting Date; However, notv, ithstanding the forego ing, upon certain terminations of employment (as set 

forth below), all or a portion of the unvested Restricted Stock Units and DERs will vest in accordance with Sections 12 and 13 

of the Plan. 

D. Forfeiture. Except as set forth in Sections 12 and I 3 of the Plan, upon the Last Day, but prior to the time 

the Restricted Stock Units and DERs have vested, the Restricted Stock Units and DERs shall be forfeited immediately by 

Grantee. 
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E. Distributions. The Company shall issue to Grantee (or, if applicable, Grantee's estate or personal 

representative) Shares (or such other securities or other property into which the Shares have been converted, with any partial 

Shares or other securities to be settled in cash) with respect to Grantee's Restricted Stock Units and dividend equivalents 

accrued pursuant to the DERs with respect to such Restricted Stock Units, within 30 days of the date that the Restricted Stock 

Units vest in accordance with Section T(C) hereof; provided, however, tbat , to the extent that the Restricted Stock Units are 

considered deferred compensation subject to Section 409A of tbe Code and the Restricted Stock Units vest in connection with 

Grantee's Change in Control Tennination (defined below), then unless the Change in Control is a Section 409A Change in 

Control, the distribution of Shares (or such other securities or other property into which the Shares have been converted) sha ll 

not be acce lerated to the vesting date but such distribution shall instead occur based on the Vesting Dates set forth in Section 

l(C) hereof. A "Section 409A Change in Control" shall mean a Change in Control that also constitutes a "change in ownership 

or effective control" of the Company or a "change in ownership of a substantial portion of the assets or' the Company, in each 

case within the meaning of Section 409A of the Code. Notwithstanding anything to the contrary contained herein, no Shares 

may be transferred to any person other than Grantee w1less such other person demonstrates to the reasonable satisfaction of the 

Company such person 's right to the transfer. 

F. Taxes. Federal, state and local income and employment taxes and other amounts as may be required by law to 

be collected by the Company ("Withholding Taxes") in connection with the distribution of Shares, cash or other property or, 

to the extent applicable, vest iJJg of the Restricted Stock Un.its or D Rs hereunder, shall be paid by Grantee at such time. 

Notwithstanding the foregoing, the Company shall withhold delivery of a number of Shares with a Fair Market Value as of the 

distribution date equal to the Withholding Taxes required to be withheld in connection with such distribution. 

II. AGREEMENT OT TO COMPETE AND AGREEMENT NOT TO SOLICIT. 

Grantee agrees and understands that the Company's business is a profit-generating business operating in a highly 

competitive business environment and that the Company has a legitimate business interest in, among other things, its 

confidentia l information and trade secrets (incl uding as protected in other agreements and policies between the Company and 

Grantee) that it is providing Grantee, and in the significant time, money, training, team building and other efforts it expends to 

develop Grantee's skills to assist in performing Grantee's duties for the Company, including with respect to establishing, 

developing and maintaining the goodwi ll and busiuess relationships with Protected Relationships (defined below) and 

employees, each of which Grantee agrees are valuable assets of the Company to which it has devoted substantial resources. 

Grantee acknowledges that the grant Grautee is receiving under the Plan is a meaningful way that the Company entrusts 

Grantee with its goodwill aud aligns Grantee with the Company objective of increasing the value of the Company's business. 

Accordingly, Grantee acknowledges the importance of protecting the value of the Company's business through, among other 

things, covenants t.o restrict Grantee from engaging in activities that would adversely affect t.be value of the Company and its 

goodwil l. 

A. Agreement Not to Compete. 

I. Grantee agrees that during the Restricted Period (defined below) and wi thin the Restricted Geographic Area 

(defined bel.ow), Grantee will not, direct ly or indiJectly, perfom1 or engage in Competi tive Product or Services (defined below) 

with a Competitor (defined below). Grantee may not accept employment with a Competitor (defined below) unless the 

Competitor 's business is diversified and the Company receives Written Assurances from the Competitor and Grantee that are 

satisfactory to the Company that Grantee, during the Restricted Period, wilJ uot work on or provide Competitive Products or 
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Services or otherwise use or disclose the Company's confidential information or trade secrets. 

2. For Section ll(A), such " Written Assurances" must contain a written statement detailing the identity of the 

Competitor and the nature of the services that Grantee wi ll provide to the Competitor with sufficient detaiJ to allow the 

Company to independently assess whether Grantee is or will be in violation of the Agreement. The Company must also 

receive such "Written Assurances" at least ten business days before Grantee commences employment for the Competitor. 

Such "Written Assurances" shall be delivered to the Company's Chief Human Resource Officer or his/her authorized delegate. 

3. Nothing in this Agreement is intended to prevent Grantee from investing Grantee's funds in securities of a 

person engaged in a business that is direct ly competitive with the Company if the securities of such a person are listed fo r 

trading on a registered securities exchange or actively traded in an over-the-counter market and Grantee 's holdings represent 

less than one percent (I%) of the total number of outstanding shares or principal amount of the securi ties of such a person. 

B. Agreement Not to Solicit Protected Relationsh ips. During the Restricted Period (defined below) and in 

connection with a Competi tive Product or Service (defined below), Grantee shall not, individually or jointly with others, 

directly or indirectly, or by assisting others, (1) Solicit (defined below) any Protected Relationships (defined below); or (2) 

Solicit any Protected Relationships to tem1inate a relationship with the Company, its subsidiaries, and/or its affi liates, reduce 

the volume of their business deal ings with the Company, its subsidiaries, and/or its affiliates, or to otherwise cease to accept 

services or products from the Company, its subsidiaries, and/or its affiliates. 

C. Agreement Not to Solicit Employees. During tbe Restricted Period, Grantee shall not, indivi.dually or jointly 

with others, directly or indirectly, or by assisting others, (1) Solicit any employees or former employees of the Company, its 

subsidiaries, and/or its affiliates with whom Grantee worked, had business contact or about which Grantee gained non-public 

or confidential infom1ation ("Employees or Fom1er Employees"); (2) contact or communicate with Employees or Former 

Employees for the purpose of Soliciting them to terminate their employment or find employment or work wi th another person 

or entity; (3) provide, share, or pass along to any person or entity the name, contact and/or background informatiou about any 

Employees or Fonner Employees or provide references or any other information about them; (4) provide, share, or pass along 

to Employees or Former Employees any information regarding potential jobs or entities or persons to work for, including but 

not limited to job openings, job postings, or the names or contact information of individuals or companies hiring people or 

accepting job applications; and/or (5) offer employment or work to any Employees or Former Employees. For purposes of this 

covenant, " Fo1mer Employees" shall refer to employees who are not employed by the Company, its subsidiaries, and/or its 

affi liates at the time of the attempted recruiting or hiring, but were employed by, or working fo r the Company, its subsidiaries, 

and/or its affi liates in the three months prior to the ti.me of the attempted recruiting or hiring and/or interference. 

D. Effect of Termination of Emplovment other than a Change in Control Termination on Agreements Not 

to Compete and Not to Solicit. 

I. ln the event Grantee volunta1i ly resigns or is discharged by the Company with Cause at any ti me prior to the 

vesting of the Restricted Stock Unit, the prohibitions on Grantee set forth in Sections IJ(A), ll(B) and Il(C) shall remain in full 

force and effect. 

2. ln tbe event Grautee is di scharged by the Company other than with Cause, including in con11ection with a 

Workforce Reduction or Position Elimination, or certain divestiture related terminations, prior to the vesting of the Restric ted 

Stock Unit, the prohibitions set forth in Section II(A) sball remain in fu ll force and effect during the period of time followi ng 

Gmntee' s tenninat ion equal to the lesser of (x) the Restricted Period or (y) the period of time during which Grantee is deemed 
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to be entitled to severance measured by the sum of (i) the number of weeks Grantee is entitled to severance under the 

Company 's applicable severance policy, plus (ii) a number of weeks eq ual to (A) the value of the Restricted Stock Units that 

would remain outstanding subject to the achievement of the performance goals (or the value of the acceleration, if any, of the 

vesting of any Restricted Stock Uni t as a result of Grantee's termination under this Agreement or the Plan that would otherwis' 

have been forfeited), with such value measured by multiplying the number of Shares underlying the Restricted Stock Units, 

assuming target performance has been achieved (or by the number of Shares underlying the Restricted Stock Unit that become 

vested as a result of the acceleration of vesting, if any), by the per Share Fair Market Value on the Last Day, divided by (B) 

Grantee's then-current weekly base salary, plus (iii) any additional period that the Company determines to provide severance to 

Grantee, in its discretion. 

3. ln the event Grantee is discharged by the Company other than with Cause prior to vesting herein of the 

Restricted Stock Units, the prohibitions set forth in Sections ll(B) and ll(C) above shal l remain in full force and effect. 

4. After the vesting of the Restricted Stock Unit, the prohibitions on Grantee set forth herein shaU remain in full 

force and effect, except as otherwise provided in Section U(E). 

E. Effect of a Change in Control Terminati.on on Agreements Not to Compete and ot to Solicit. 

I . otwithstanding anything set forth in Section Il(D), in the event of a Change in Control Termination, the 

prohibitions on Grantee set forth in Section ll(A) shall remain in full force and effect only if tl1e acquirer or uccessor to the 

Company following the Change iu Control shal l, solely at its option, pay, witbiu thirty (30) days fo llowing the Last Day (with 

the Company or its successor), to Grantee the on-Compete Payment. Notwithstanding any previous agreement between 

Grantee and the Company relating to the prohibitions on Grantee set forth in Section JI.A, the " on-Compete Payment" shall 

be an amount at least equal to Grantee 's then cunent annual base salary. Such amount shall be in addition to any other 

amounts paid or payable to Grantee with respect to other severance plans or policies maintained by the Company. For the 

avoidance of doubt, the provisions of this Section ll(E) shal l supersede any agreement between Grantee aud the Compauy 

relating to the prohibitions on Grantee set forth in Section ll(A), with the exception of any simi lar agreement contained in (i) 

any employment agreement between Grantee and the Company, (ii) any agreement between Grantee and the Company not 

related to the employment of Grantee by the Company, (iii) any severance plan or policy of the Company and (iv) any change 

in control severance plan or policy of the Company. 

2. ln the event of a Change in Control Tennination, the prohibitions on Grantee set forth in Sections TI(B) and 

11.C shall remai □ in full force and effect. 

F. Violation of Restricth•e Covenants. This subsection sets forth the circumstances under whjch Grantee shall 

forfeit all or a portion of any vested or unvested Restricted Stock Units without payment and/or be required to repay or 

otherwise reimburse the Company for tl1e gain or value realized in respect of all or a portion of the Restricted Stock Units. 

I. If Grantee violates any provisions of Section 11 of this Agreement (a "Forfeiture vent"), Grantee shall 

immediately forfeit as of the date that the violation first occurs all unvested Restricted Stock Units without payment.. This 

provision does not alter the circumstances for forfeiture of unvested Restricted Stock Units as described in Section l(D) of this 

Agreement. 

2. For any Restricted Stock Units that vested during the 12 month period prior to the Forfeiture Event or at any 

time after tlie Forfeiture event, Grantee shall be required to repay or otherwise reimburse the Company, i1mnediately upon 

demand, an amount i □ Cash or Humana Inc. common stock equal to (i) equal to the aggregate Fair Market Value of the shares 
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of Stock underlying such Restricted Stock Units on the date the Restricted Stock Units became vested and (ii) any dividend or 

DER amounts paid in respect of Shares. 

3. The relief provided in this Section Il(F) of the Agreement does not constitute the Company 's exclusive remedy 

for the Grantee's violation of any of the provisions of Section ll of the Agreement. As any forfeiture and repayment provisions 

are not adequate remedies at law, including because they do not repair the irreparable hann the Company will suffer from 

Grantee ' s breaches of this Agreement, the Company may seek any additional legal or equitable remedy, including injunctive 

relief, for such violations. The provisions in this section are essential economic conditions to the Company 's grant of 

Re tricted Stock Units. By receiving the Restricted Stock Units, Grantee agrees upon Grantee 's violation of ection n of this 

Agreement that the Company may, subject to applicable state law, deduct from any amounts the Company owes the Grantee 

following the Last Day any amomlls Grantee owes the Company under Section ll(F) . 

4. The provisions under this Section TI(F) of the Agreement and any amounts repayable by Grantee hereunder are 

i.ntended to be in addition to any rights to repayment the Company may have under Section 304 of the Sarbanes-Oxley Act of 

2002 and other applicable law. 

5. In addition, if Grantee realizes any amounts in excess of what Grantee should have received under the tenns of 

any Restricted Stock Units for any reason due to mistake in calculations or other administrative error, then Grantee shall be 

required to repay or reimburse any such excess amounts to the Company within thirty (30) days following the Company' s 

written demand for repayment. 

G. Governing Law. Notwithstanding any other provision herein to the contrary, the provisions of this Section TI 

of the Agreement shall be governed by, and construed in accordance with, the laws of the Commonwealth of Kentucky without 

regard to its conflicts or choice of laws rules or principles that might othe1wise refer construction or interpretation of this 

Section 11 to the substantive law of another jurisdiction. 

H. Injunctive Relief; Invalidity of Anv Provision. Grantee acknowledges that (I) his or her services to tbe 

Company, its subsidiaries, and/or its affiliates are of a special., unique and extraordinary character, (2) his or her position with 

the Company, its subsidiaries, and/or its affiliates will place him or her in a position of confidence and trust with respect to the 

operations of the Company, its subsidiaries, and/or its affiliates (3) he or she will benefit from continued employment with the 

Company, its subsidiaries, and/or its affiliates, (4) tbe nature and periods of restrictions imposed by the covenants contained in 

this Section TI are fair, reasonable and necessary to protect the Company, its subsidiaries, and/or its affiliates, (5) the Company, 

its subsidiaries, and/or its affiliates would sustain immediate and irreparable loss and damage from Grantee's wrongful use or 

disclosure of the Company, its subsidiaries, and/or its affiliates' confidential information or trade secrets and from Grantee's 

unfair competition or wrongful Solicitation of Protected Relationships, including with respect to the impainnent of the 

Company' s, its subsidiaries ', and/or its affiliates ' goodwill in its Protected Relationships, and (6) for the same reason, the 

Company' s remedy at law (including under any forfeiture under Section ll(F) above) for any such breach will be inadequate. 

Accordingly, Grantee agrees and consents that the Company, in addition to the recovery of damages and all other remedies 

available to it, at law or in equity, shall be entitled to seek tempora1y, preliminary, and permanent injunctions to prevent and/or 

bait a breach or threatened breach by Grantee of any covenant contained in Section 11 hereof. If any part or provision of this 

Section Il is detennined by a court of competent jurisdiction to be invalid in whole or in part, it shall be deemed to have been 

amended (and the court is authorized to amend), whether as to time, area covered or otherwise, as and to the extent required for 

its validity under applicable law, and as so amended, shall be enforceable. The parties further agree to execute all documents 
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necessary to evidence such amendment. 

I. 'otice of Agreement. Grantee agrees that, during the Restricted Period, Grantee will tell any prospective new 

employer, partner, in a business venture, investors and/or any ent ity seeking to engage Grantee's services, prior to accepting 

employment, engagement as a consultant or contractor, or engaging in a business venture that this Agreement xists, and 

further, Grantee agrees to provide a true and correct copy of this Agreement to any such individual or entity prior to accepting 

any such employment or entering into any such employment or business venn1re. 

J. Toi.ling. In the event Grantee violates one of the time-hmited restrictions in Section 11 of this Agreement, the 

Company reserves the right to request as a fonn or equitable relief, and Grantee wi ll not object, that a court of competent 

jurisdiction extend the time period for such violated restriction by one day for each day Grantee violated the restriction, up to 

the maximum extension equal to the length of the original period of the time-limited restrictio11s in Sectio11 11 of this 

Agreement. 

III. MlSCELLANEO S PROVlSIO S 

A. Binding Effect & Adjustment. This Agreement shall be binding and conclusive upon each successor and 

assign of the Company. Grantee ' s obl igations hereunder shall not be assignable to any other person or entity. It is the intent of 

the parties to this Agreement that the benefits of any appreciation of the underlying Shares during the term of the Award shall 

be preserved in any event, including but not limited to a recapitalization, merger, consolidation, reorganization, stock dividend, 

stock split, reverse stock split, spin-off or similar transaction, or other change in corporate structure affect ing the Shares, as 

more fully described in Sections 4.6 and 11 of the Plan. All obligations imposed upon Grantee and all rights granted to 

Grantee and to the Company shall be binding upon Grantee's heirs and legal representatives. 

B. Amendment. T his Agreement may on ly be amended by a writing executed by each of the parties hereto. 

C. Governing Law. Except as to matters of federa l law and the provisions of Section 11 hereof, this Agreement 

shall be governed by, and construed in accordance with the laws of the State of Delaware without regard to its conflict of laws 

rules. This Agreement shall also be governed by, and construed in accordance with, the tenns of the Plan. 

D. o Employment Agreement. Nothing herein confers on Grantee any rights with respect to the continuance 

of employment or other service with the Company, nor will it interfere with any right the Company would otherwise have to 

tem1ioate or modify the tern,s of Grantee's employment or other service at any time. 

E. Scverability. If any provision of this Agreement is or becomes or is deemed in valid, illegal or unenforceable 

in any relevant jurisdiction, or would disqualify this Award under any law deemed applicable by the Committee, such 

provision shall be construed or deemed amended to conform to appl icable laws or if it cannot be construed or deemed amended 

without, in the determination of the Committee, materially altering the intent of the Plan, it shall be stricken and the remainder 

of the Agreement shall remain in full force and effect. 

F. Defined Terms. 

1. Any term used herein and not otherwise defined herein shall have the same meaning as in the Plan. Any 

conflict between this Agreement and the Plan will be resolved in favor of the Plan. Any disputes or questions of right or 

obl igation which sha ll result from or relate to any interpretation of this Agreement shall be determined by the Commi ttee. Any 

such determination shall be binding and conclusive upon Grantee and any person or persons claiming through Grantee as to any 

rights hereunder. 
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2. For the purposes of this Agreement, the following tenus shall have the followi ng meaning: 

(i) "Change in Control Termination" means, in the event unvested Restricted Stock Units and DERs are 

assumed, converted, continued or substituted in connection with a Change in Control in accordance with Section l J. L of the 

Plan, if the employment of Grantee is terminated within two years following the Change in Control (a) by the Company or its 

acquirer or successor for any reason other tban Cause or (b) by Grantee with Good Reason. 

(ii) "Competitive Product or Service" means any product, process, system or service (in existence or under 

development) of any person or organization other than the Company that is the same as, similar to, or competes with, a 

product, process system or service (in existence or under development) upon which Grantee worked, had di rect or indirect 

responsibilities, or had confidential information about at the Company during the twenty-four (24) months prior to the 

Grantee's Last Day (defined below). 

(iii) "Competitor" means Grantee or any other .Person or organization, other than the Company or any of its 

subsidiaries, engaged in, or about to become engaged in, research or development, product ion, marketing, leasing, selling, or 

servicing of a Competitive Product or Service. 

(iv) "Last Day" means Grantee's last day of employment with the Company, its subsidiaries, and/or its affi li ates 

(or immediate successor) regardless of the reason for Grantee 's separation. 

(v) "Protected Relationship" means, but is not necessarily limited to, vendors, healthcare providers, hospitals, 

hospital systems, lobbyists, state Medicaid agencies, long-term care faci lities, pharmaceutical man ufacturers, policyholders, 

agents, brokers, dealers, distributers, customers, and/or other sources of supply or customers with whom within twenty-four 

months prior to the Last Day, Grantee, directly or indirectly (e.g., through employees whom Grantee supervised) bad material 

business contact and/or about whom Grantee obtained confidential info,mation and trade secrets. 

(vi) "Restricted Geographic Area" means the territory (i.e.: (i) state(s), (ii) county(ies), or (ii i) city(ies)) in which, 

during the l\venty-four (24) months prior to the Last Day, Grantee provided material services on behalf of the Company (or in 

which Grantee supervised directly, indirectly in whole or in part, the servicing activities). 

(vii) "Restricted Period" means the period of Grantee 's employment with the Company, its subsidiaries, and/or its 

affil iates and a period of twelve (I 2) months after the Last Day. Grantee recognizes that the durational term is reasonably and 

narrowly tailored to the Company's, its subsidiaries ', and/or its affil iates' legitimate business interest and need for protection 

with each position. 

(vi ii) "Solicit" means to hire, entice, encourage, persuade, recruit, or solic it, or attempt to hire, entice, encourage, 

persuade, recruit, or solicit, either directly by Grantee or indirectly through another individual. 

G. Execution. If Grantee shall fa il to execute this Agreement, either manually with a paper document, or through 

the online grant agreement procedure with the Company's designated broker- dealer, and, if manually executed, return the 

executed original to the Secretary of the Company, the Award shall be null and void. The choice of form will be at the 

Company's discretion. 

H. Section 409A. All Restricted Stock Units granted pursuant to this Agreement are intended either to be exempt 

from Section 409A of the Code, or, if subject to Section 409A of the Code, to be administered, operated and construed in 

compliance with Section 409A of the Code and any guidance issued thereunder. This Agreement and the Plan shall be 

administered in a manner consistent wi th this intent and any provision that would cause the Agreement or Plan to fai l to satisfy 

the first sentence of this section shall have no force and effect. Notwithstanding anything contained herein to tl1e contrary, 
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Restricted Stock Units (and related DERs) that (a) constitute "nonqualified deferred compensation" as defined under 

Section 409A of the Code and (b) vest as a consequence of Grantee's termination of employment, shall not be delivered until 

the date that Grantee incurs a "separation from service" within the meaning of Section 409A of the Code (or, if Grantee is a 

"specified employee" within the meaning of Section 409A of the Code and any guidance issued thereunder, the date that is six 

months and one day following the date of such "separation from service" (or on the date of Grantee's death, if earlier)). [n 

addition, each amount to be paid or benefit to be provided to Grantee. pursuant to this Agreement that constitutes deferred 

compensation subject to Section 409A of the Code, shall be construed as a separate identified payment for purposes of 

Section 409A of the Code. 
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GRANTEE CERTIFIES THAT GRANTEE HAS READ AND U DERSTANDS THLS AGREEME T AND THE 

RESTRJCTIONS CONT AT ED THEREIN, A D HAS HAD A OPPORTU [TY TO CO SVLT WJTH LEGAL 

COUNSEL PRJOR TO SIG TNG. ORA TEE ACKNOWLEDGES THAT THIS AGREEMENT MAY BE ACCEPTED 

ELECTRO ICALLY BY GRANTEE, AND THAT AN ELECTRONIC COPY, HARD COPY, OR ACKNOWLEDGEME T 

IS AS ENFORCEABLE AS AN ORfGJ AL. GRANTEE ACKNOWLEDGES THAT GRANTEE HAD AB ILITY TO PRfNT 

A COPY OF THIS AGREEME T AND TIME TO REVIEW IT PRIOR TO SIGNING. 

IN WJTNESS WHEREOF, Company has caused this Agreement to be executed on its behalf by its duly authorized officer, 

and Grantee has executed this Agreement, each as of the day first above written. 

"Company" 

ATTEST: 

BY: ____________ _ 
JOSEPH C. VE T RA 
Chief Legal Officer 

H MANA INC. 

BY: __________ _ 
BR CE D. BROUSSARD 

President & Chief Executive Officer 

"Grantee" 

<first name> <middle name> <last name> - - -
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EXHIBIT21 

ARKANSAS 
I. Humana Regional Health Plan, loc. 

CALIFORNIA 
I. Humana EAP and Work-Life Services of California, Inc. 

2. Humana Health Plan of California, Inc. 

DELAWARE 
I. Atlaotis Physician Group, LLC 

2. CDO l,LLC 

3. CDO2,LLC 

4. CompBeoefits Corporation 

5. CompBeoefits Direct, Inc. 
6. Conviva Care Solutions, LLC 

7. Conviva Care Solutions II, LLC 

8. Conviva Group Holdings, LLC 

9. Conviva Health Managemeot, LLC 
10.. Conviva Health MSO of Texas, Inc. 

11. Conviva Medical Cooter Mansgemeot, LLC 

12. Eagle NY Rx, LLC 

13. Eagle Rx Holdco, loc. 

14. Eagle Rx, Inc. 

15. Edge Health MSO, Inc. 

16. Emphesys, Inc. 

17. Enc Iara Pharmacia, loc. 

18. FPG Acquisition Corp. 

19. FPG Acquisition Holdings Corp. 

20. FPG Holding Company, LLC 

21. Go365, LLC 

22. Health Value Management, Inc. 

23. HUM Provider Holdings, LLC 

24. Humans at Home, Inc. 

25. Humans Digital Health aod Analytics Platform Services, Inc. 

26. Humans Direct Contracting Entity, Inc. 

27. Humana Government Business, Inc. 
28. Humans Inc. 

29. Humana Innovation Enterprises, Inc. 
30. Humans Pharmacy, Inc. 

31. Humans WellWorks LLC 

32. HumansDental, Inc. 

33, North Region Providers, LLC 

34. PBM Holding Company 

35. PBM Plus Mail Service Pharmacy, LLC 

36. Primary Care Holdings II, LLC 

37. Primary Care Managemeot, Inc. 

38. Transceod Population Health Management II, LLC 

HUMANAINC. 
SUBSIDIARY LIST 
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FLORIDA 

I. 154th Street Medical Plaza, Inc. 

2. 54th Street Medical Plaza, Inc. 

3. CAC Medical Center Holdings, Inc. 

4. CAC-Florida Medical Centers, LLC 

5. Care Partners Home Care, LLC 

6. CarePlus Health Plaas, Inc. 

7. CompBenefits Company 

8. Complex Clinical Maoagement, Inc. 

9. Continucare Corporation 
10. Conviva Specialty, LLC 

II. Family Phyaicians of Wiater Park, Inc. 

12. FPG Senior Services, LLC 

13. IillM-e-FL, Inc. 

14. HumaoaAtHome I, Inc. 

15. Humaoa Dental Compaoy 

16. Humaoa Health Insurance Compaoy of Florida, Inc. 

17. Humaoa Medical Piao, Inc. 

18. METCARE of Florida, Inc. 

19. Metropolitao Health Networks, Inc. 

20. Naples Health Care Specialists, LLC 

21. Nursiog Solutions, LLC 

22. RMA Islaod Doctors Orlaodo MSO, LLC 

23. RMA Medical Center of Orlaodo, LLC 

24. RMA Medical Center ofSonth Orlaodo, LLC 

25. SeniorBridge Family Companies (FL), Inc. 

26. SeniorBridge-Florida, LLC 

GEORGIA 
1. Humaoa Employers Health Piao of Georgia, Inc. 

ILLINOIS 

I. CompBenefits Dental, Inc. 

2. Dental Care Plus Maoageroent, Corp. 

3. Humaoa Benefit Piao ofillioois, Inc. 

4. Humaoa Healthcare Research, Inc. 

INDIANA 
I. SeniorBridge Family Companies (IN), Inc. 

KENTUCKY 
1. 516-526 West Maio Street Condommium Council of Co-Owners, Inc. 

2. CHA HMO, Inc. 

3. Humaoa Active Outlook, Inc. 

4. Humaoa Health Piao, Inc. 

5 Humaoa lnsuraoce Compaoy ofKeotucky 

6. Humaoa MarketPOINT, Inc. 

7. Humaoa Pharmacy Solutions, Inc. 
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8. Humana Real Estate Company 

9. Hum.co, Inc. 
10. The Dental Concern, Inc. 

LOUISIANA 
I. Humana Health Benefit Plan of Louisiana, Inc. 

MICIDGAN 
I. Humana Medical Plan of Michigan, Inc. 

NEWYORK 
I. Alexander Infusion, LLC 

2. Harris, Rothenberg International Inc. 

3. Humana Health Company of New York, Inc. 

4. Humana Insurance Company of New York 

5. SeniorBridge Family Companies (NY), Inc. 

Q!I!Q 
I. Humana Health Plan of Ohio, Inc. 

2. Hummingbird Coaching Systems LLC 

PENNSYLVANIA 
I. Humana Medical Plan of Pennsylvania, Inc. 

PUERTO RICO 
I. Humana Health Plans of Puerto Rico, Inc. 

2. Humana Insurance of Puerto Rico, Inc. 

3. Humana Management Services of Puerto Rico, Inc. 

4. Humana MarketPOINT of Puerto Rico, Inc. 

South Carolina 

1. Humana Benefit Plan of South Carolina, Inc. 

TENNESSEE 
I. Cariteo Health Plan Inc. 

2. PHP Companies, Inc. 

3. Preferred Health Partoership, Inc. 

TEXAS 
1. CompBencfits Insurance Company 

2. DentiCare, Inc. 

3. Emphesys Insurance Company 

4. Humana At Home (Dallas), Inc. 

5. Humana At Home (Houston), Inc. 

6. Humana At Home (San Aotonio ), Inc. 

7. Humana At Home (TLC), Inc. 

8. Humana Benefit Plan of Texas, Inc. 

9. Humana Health Plan of Texas, Inc. 

10. Medical Care Coosortium Incorporated of Texas 

II. ROHC, L.L.C. 

12. Texas Dental Plans, Inc. 
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UTAH 

I. Humana Medical Plan of Utah, Inc. 

VERMONT 
I. Managed Care Indemnity, Inc. 

WASHINGTON 
I. Arcadian Health Plan, Inc. 

WISCONSIN 
I. CareNetwork, Inc. 

2. GuidantRx, Inc. 

3. Humana Insurance Company 

4. Humana Wisconsin Health Organization Insurance Corporation 

5. HumanaDental lnsnrance Company 

6. Independent Care Health Plan 
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We hereby consent to the inC01pOration by reference in the Registration Statement on Form S-8 (No. 33-49305, No. 333-04435, No. 333-57095, No. 333-86801, No. 333-41408, No. 333-86280, 
No. 333-105622, No. 333-134887, No. 333-162747, No. 333-171616, and No. 333-175350) and S-3 (No. 333-223554) of Humana Inc. ofour report dated February 18, 2021 relating to the financial 
statements and financial statement schedules and the effectiveness ofintemal control over fmancial reporting, which appears in this Form 10-K. 

/s/ PricewatorhouseCoopors LLP 

Louisville, Kentucky 

February 18, 2021 
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Exhiblt31.1 

CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT OF 2002 

I, Bruce D. Broussard, principal executive officer of Humana Inc., certify that: 

I. I have reviewed this annual report on Form 10-K of Humana Inc.; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to ma1ce the statements made, in light of the 
circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and 
cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-l 5( e) and l Sd-15( e )) 
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(1) and 15d-15(1)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to 
the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and 
procedures, as of the end of the period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit 
committee of the registrant's board of directors ( or persons performing the equivalent functions): 

Date: 

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant's 
ability to record, process, summarize and report financial infonnation; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial reporting. 

February 18, 2021 

Signature: /s/ BRUCE D. BROUSSARD 

Bruce D. Broussard 
Principal Executive Officer 
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Exhibit 31.2 

CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT OF 2002 

I, Brian A. Kane, principal financial officer of Humana loc., certify that: 

I. I have reviewed this annual report oo Form 10-K of Humana loc.; 

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the 
circumstances under which such statements were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and 
cash flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-l 5( e) and 15d-15( e )) 
and internal cootrol over financial reporting (as defined in Exchange Act Rules 13a-15(1) and 15d-15(1)) for the registrant and have: 

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating to 
the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and 
procedures, as of the end of the period covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasooably likely to materially affect, the registrant's internal control over financial reporting; and 

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's auditors and the audit 
committee of the registrant's board of directors ( or persons performing the equivalent functions): 

Date: 

a) All significant deficiencies aod material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the registrant's 
ability to record, process, summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over finaocial reporting. 

February 18, 2021 

Signature: Isl BRIAN A. KANE 

Brian A. Kaoe 
Principal Finaocial Officer 
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Exhibit32 

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED 
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Annual Report of Humana Inc. (the "Company'') on Form 10-K for the period ended December 31, 2020 as filed with the Securities and Exchange Commission on the 
date hereof (the "Report''), each of the undersigned hereby certifies, pursuant to 18 U.S.C. Sec. 1350, as adopted pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, in his capacity as an officer 
of Humana Inc., that: 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company. 

Isl BRUCE D. BROUSSARD 

Bruce D. Broussard 
President and Chief Executive Officer, 
Director (Principal Executive Officer) 

February 18, 2021 

Isl BRlAN A. KANE 
Brian A. Kane 
Chief Financial Officer 
(Principal Financial Officer) 

February 18, 2021 

A signed original of this written statement required by Section 906 has been provided to Humana Inc. and will be retained by Humana Inc. and furnished to the Securities and Exchange Commission 
or its staff upon request. 
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Forward-Looking Statements

Some of the statements under “Business,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and elsewhere in
this report may contain forward-looking statements which reflect our current views with respect to future events and financial performance. These forward-looking
statements are made within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, or the Exchange Act.
We intend such forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995, and we are including this statement for purposes of complying with these safe harbor provisions. We have based these forward-
looking statements on our current expectations and projections about future events, trends and uncertainties. These forward-looking statements are not guarantees
of future performance and are subject to risks, uncertainties and assumptions, including the information discussed under the section entitled “Risk Factors” in this
report. In making these statements, we are not undertaking to address or update them in future filings or communications regarding our business or results. Our
business is highly complicated, regulated and competitive with many different factors affecting results.

PART I

ITEM 1. BUSINESS

General

Headquartered in Louisville, Kentucky, Humana Inc. and its subsidiaries, referred to throughout this document as “we,” “us,” “our,” the “Company” or
“Humana,” is a leading health and well-being company committed to helping our millions of medical and specialty members achieve their best health. Our
successful history in care delivery and health plan administration is helping us create a new kind of integrated care with the power to improve health and well‐
being and lower costs. Our efforts are leading to a better quality of life for people with Medicare, families, individuals, military service personnel, and communities
at large. To accomplish that, we support physicians and other health care professionals as they work to deliver the right care in the right place for their patients, our
members. Our range of clinical capabilities, resources and tools, such as in‐home care, behavioral health, pharmacy services, data analytics and wellness solutions,
combine to produce a simplified experience that makes health care easier to navigate and more effective.

As of December 31, 2019, we had approximately 17 million members in our medical benefit plans, as well as approximately 5 million members in our
specialty products. During 2019, 82% of our total premiums and services revenue were derived from contracts with the federal government, including 15% derived
from our individual Medicare Advantage contracts in Florida with the Centers for Medicare and Medicaid Services, or CMS, under which we provide health
insurance coverage to approximately 701,400 members as of December 31, 2019.

Humana Inc. was organized as a Delaware corporation in 1964. Our principal executive offices are located at 500 West Main Street, Louisville, Kentucky
40202, the telephone number at that address is (502) 580-1000, and our website address is www.humana.com. We have made available free of charge through the
Investor Relations section of our web site our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements, and, if
applicable, amendments to those reports filed or furnished pursuant to Section 13(a) of the Exchange Act, as soon as reasonably practicable after we electronically
file such material with, or furnish it to, the Securities and Exchange Commission.

This Annual Report on Form 10-K, or 2019 Form 10-K, contains both historical and forward-looking information. See Item 1A. – Risk Factors in this 2019
Form 10-K for a description of a number of factors that may adversely affect our results or business.

Business Segments

We manage our business with three reportable segments: Retail, Group and Specialty, and Healthcare Services. Beginning January 1,
2018, we exited the individual commercial fully-insured medical health insurance business, as

3
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well as certain other business in 2018, and therefore no longer report separately the Individual Commercial segment and the Other Businesses category in the
current year. Previously, the Other Businesses category included businesses that were not individually reportable because they did not meet the quantitative
thresholds required by generally accepted accounting principles, primarily our closed-block of commercial long-term care insurance policies which were sold in
2018. The reportable segments are based on a combination of the type of health plan customer and adjacent businesses centered on well-being solutions for our
health plans and other customers, as described below. These segment groupings are consistent with information used by our Chief Executive Officer, the chief
operating decision maker, to assess performance and allocate resources. See Note 18 to the consolidated financial statements included in Item 8. - Financial
Statements and Supplementary Data for segment financial information.    

Our Products

Our medical and specialty insurance products allow members to access health care services primarily through our networks of health care providers with
whom we have contracted. These products may vary in the degree to which members have coverage. Health maintenance organizations, or HMOs, include
comprehensive managed care benefits generally through a participating network of physicians, hospitals, and other providers. Preferred provider organizations, or
PPOs, provide members the freedom to choose any health care provider. However PPOs generally require the member to pay a greater portion of the provider’s fee
in the event the member chooses not to use a provider participating in the PPO’s network. Point of Service, or POS, plans combine the advantages of HMO plans
with the flexibility of PPO plans. In general, POS plans allow members to choose, at the time medical services are needed, to seek care from a provider within the
plan’s network or outside the network. In addition, we offer services to our health plan members as well as to third parties that promote health and wellness,
including pharmacy solutions, provider, and clinical programs, as well as services and capabilities to advance population health. At the core of our strategy is our
integrated care delivery model, which unites quality care, high member engagement, and sophisticated data analytics. Three core elements of the model are to
improve the consumer experience by simplifying the interaction with us, engaging members in clinical programs, and offering assistance to providers in
transitioning from a fee-for-service to a value-based arrangement. Our approach to primary, physician-directed care for our members aims to provide quality care
that is consistent, integrated, cost-effective, and member-focused. The model is designed to improve health outcomes and affordability for individuals and for the
health system as a whole, while offering our members a simple, seamless healthcare experience. The discussion that follows describes the products offered by each
of our segments.

Our Retail Segment Products

This segment is comprised of products sold on a retail basis to individuals including medical and supplemental benefit plans described in the discussion that
follows. The following table presents our premiums and services revenue for the Retail segment by product for the year ended December 31, 2019:

  

Retail Segment
Premiums and

Services Revenue  

Percent of
Consolidated

Premiums  and
Services Revenue

  (dollars in millions)

Premiums:     
Individual Medicare Advantage  $ 43,128  67.0%
Group Medicare Advantage  6,475  10.1%
Medicare stand-alone PDP  3,165  4.9%

Total Retail Medicare  52,768  82.0%
State-based Medicaid  2,898  4.5%
Medicare Supplement  588  0.9%

Total premiums  56,254  87.4%
Services  17  —%

Total premiums and services revenue  $ 56,271  87.4%
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Medicare

We have participated in the Medicare program for private health plans for over 30 years and have established a national presence, offering at least one type of
Medicare plan in all 50 states. We have a geographically diverse membership base that we believe provides us with greater ability to expand our network of PPO
and HMO providers. We employ strategies including health assessments and clinical guidance programs such as lifestyle and fitness programs for seniors to guide
Medicare beneficiaries in making cost-effective decisions with respect to their health care. We believe these strategies result in cost savings that occur from making
positive behavior changes.

Medicare is a federal program that provides persons age 65 and over and some disabled persons under the age of 65 certain hospital and medical insurance
benefits. CMS, an agency of the United States Department of Health and Human Services, administers the Medicare program. Hospitalization benefits are
provided under Part A, without the payment of any premium, for up to 90 days per incident of illness plus a lifetime reserve aggregating 60 days. Eligible
beneficiaries are required to pay an annually adjusted premium to the federal government to be eligible for physician care and other services under Part B.
Beneficiaries eligible for Part A and Part B coverage under traditional fee-for-service Medicare are still required to pay out-of-pocket deductibles and coinsurance.
Throughout this document this program is referred to as Medicare FFS. As an alternative to Medicare FFS, in geographic areas where a managed care organization
has contracted with CMS pursuant to the Medicare Advantage program, Medicare beneficiaries may choose to receive benefits from a Medicare Advantage
organization under Medicare Part C. Pursuant to Medicare Part C, Medicare Advantage organizations contract with CMS to offer Medicare Advantage plans to
provide benefits at least comparable to those offered under Medicare FFS. Our Medicare Advantage, or MA, plans are discussed more fully below. Prescription
drug benefits are provided under Part D.

Individual Medicare Advantage Products

We contract with CMS under the Medicare Advantage program to provide a comprehensive array of health insurance benefits, including wellness programs,
chronic care management, and care coordination, to Medicare eligible persons under HMO, PPO, and Private Fee-For-Service, or PFFS, plans in exchange for
contractual payments received from CMS, usually a fixed payment per member per month. With each of these products, the beneficiary receives benefits in excess
of Medicare FFS, typically including reduced cost sharing, enhanced prescription drug benefits, care coordination, data analysis techniques to help identify
member needs, complex case management, tools to guide members in their health care decisions, care management programs, wellness and prevention programs
and, in some instances, a reduced monthly Part B premium. Most Medicare Advantage plans offer the prescription drug benefit under Part D as part of the basic
plan, subject to cost sharing and other limitations. Accordingly, all of the provisions of the Medicare Part D program described in connection with our stand-alone
prescription drug plans in the following section also are applicable to most of our Medicare Advantage plans. Medicare Advantage plans may charge beneficiaries
monthly premiums and other copayments for Medicare-covered services or for certain extra benefits. Generally, Medicare-eligible individuals enroll in one of our
plan choices between October 15 and December 7 for coverage that begins on the following January 1.

Our Medicare HMO and PPO plans, which cover Medicare-eligible individuals residing in certain counties, may eliminate or reduce coinsurance or the level
of deductibles on many other medical services while seeking care from participating in-network providers or in emergency situations. Except in emergency
situations or as specified by the plan, most HMO plans provide no out-of-network benefits. PPO plans carry an out-of network benefit that is subject to higher
member cost-sharing. In some cases, these beneficiaries are required to pay a monthly premium to the HMO or PPO plan in addition to the monthly Part B
premium they are required to pay the Medicare program.

Most of our Medicare PFFS plans are network-based products with in and out of network benefits due to a requirement that Medicare Advantage
organizations establish adequate provider networks, except in geographic areas that CMS determines have fewer than two network-based Medicare Advantage
plans. In these areas, we offer Medicare PFFS plans that have no preferred network. Individuals in these plans pay us a monthly premium to receive typical
Medicare Advantage benefits along with the freedom to choose any health care provider that accepts individuals at rates equivalent to Medicare FFS payment rates.
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CMS uses monthly rates per person for each county to determine the fixed monthly payments per member to pay to health benefit plans. These rates are
adjusted under CMS’s risk-adjustment model which uses health status indicators, or risk scores, to improve the accuracy of payment. The risk-adjustment model,
which CMS implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA), generally pays
more for members with predictably higher costs and uses principal hospital inpatient diagnoses as well as diagnosis data from ambulatory treatment settings
(hospital outpatient department and physician visits) to establish the risk-adjustment payments. Under the risk-adjustment methodology, all health benefit
organizations must collect from providers and submit the necessary diagnosis code information to CMS within prescribed deadlines. CMS is phasing-in the
process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data from the Encounter Data System,
or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For
submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering logic to determine the risk
scores. For 2019, 25% of the risk score was calculated from claims data submitted through EDS. CMS will increase that percentage to 50% in 2020 and has
proposed to increase that percentage to 75% in 2021. For more information refer to Note 17 to the consolidated financial statements included in Item 8. – Financial
Statements and Supplementary Data and Item 1A. - Risk Factors.

At December 31, 2019, we provided health insurance coverage under CMS contracts to approximately 3,587,200 individual Medicare Advantage members,
including approximately 701,400 members in Florida. These Florida contracts accounted for premiums revenue of approximately $9.5 billion, which represented
approximately 22.0% of our individual Medicare Advantage premiums revenue, or 15.0% of our consolidated premiums and services revenue for the year ended
December 31, 2019.

Our HMO, PPO, and PFFS products covered under Medicare Advantage contracts with CMS are renewed generally for a calendar year term unless CMS
notifies us of its decision not to renew by May 1 of the calendar year in which the contract would end, or we notify CMS of our decision not to renew by the first
Monday in June of the calendar year in which the contract would end. All material contracts between Humana and CMS relating to our Medicare Advantage
products have been renewed for 2020, and all of our product offerings filed with CMS for 2020 have been approved.

Individual Medicare Stand-Alone Prescription Drug Products

We offer stand-alone prescription drug plans, or PDPs, under Medicare Part D, including a PDP offering co-branded with Wal-Mart Stores, Inc., or the
Humana-Walmart plan. Generally, Medicare-eligible individuals enroll in one of our plan choices between October 15 and December 7 for coverage that begins on
the following January 1. Our stand-alone PDP offerings consist of plans offering basic coverage with benefits mandated by Congress, as well as plans providing
enhanced coverage with varying degrees of out-of-pocket costs for premiums, deductibles, and co-insurance. Our revenues from CMS and the beneficiary are
determined from our PDP bids submitted annually to CMS. These revenues also reflect the health status of the beneficiary and risk sharing provisions as more
fully described in Note 2 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data, titled “Medicare Part D.”
Our stand-alone PDP contracts with CMS are renewed generally for a calendar year term unless CMS notifies us of its decision not to renew by May 1 of the
calendar year in which the contract would end, or we notify CMS of our decision not to renew by the first Monday in June of the calendar year in which the
contract would end. All material contracts between Humana and CMS relating to our Medicare stand-alone PDP products have been renewed for 2020, and all of
our product offerings filed with CMS for 2020 have been approved.

We have administered CMS’s Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program since 2010. This program allows
individuals who receive Medicare’s low-income subsidy to also receive immediate prescription drug coverage at the point of sale if they are not already enrolled in
a Medicare Part D plan. CMS temporarily enrolls newly identified individuals with both Medicare and Medicaid into the LI-NET prescription drug plan program,
and subsequently transitions each member into a Medicare Part D plan that may or may not be a Humana Medicare plan.
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Group Medicare Advantage and Medicare stand-alone PDP

We offer products that enable employers that provide post-retirement health care benefits to replace Medicare wrap or Medicare supplement products with
Medicare Advantage or stand-alone PDPs from Humana. These products offer the same types of benefits and services available to members in our individual
Medicare plans discussed previously and can be tailored to closely match an employer’s post-retirement benefit structure.

State-based Medicaid Contracts

Our state-based contracts allow us to serve members enrolled in state-based Medicaid programs including Temporary Assistance to Needy Families, or TANF,
Aged, Blind, and Disabled, or ABD, Long-Term Support Services, or LTSS, and the CMS Financial Alignment dual eligible demonstration programs. TANF and
ABD programs are traditional Medicaid programs that are state and federally funded and provide cash assistance and supportive services to assist qualifying aged,
blind, or disabled individuals, as well as families with children under age 18, helping them achieve economic self-sufficiency. LTSS is a state and federally funded
program that offers states a broad and flexible set of program design options and refers to the delivery of long-term support services for our members who receive
home and community or institution-based services for long-term care. Our contracts are generally for three to five year terms.

We have contracts to serve Medicaid eligible members in Florida and Kentucky under traditional programs, as well as contracts in Florida under the LTSS
program. Prior to January 1, 2020, our Kentucky Medicaid contract was subject to a 100% coinsurance contract with CareSource Management Group Company,
ceding all the risk to CareSource. Effective January 1, 2020, we terminated the reinsurance agreement with CareSource and assumed full administration of our
Kentucky Medicaid contract.

Medicare beneficiaries who also qualify for Medicaid due to low income or special needs are known as dual eligible beneficiaries, or dual eligibles. The dual
eligible population represents a disproportionate share of Medicaid and Medicare costs. States require special coordinating contracts for plans to offer Medicare
Advantage dual eligible special needs plans, or D-SNPs. These largely operate separate from traditional Medicaid and LTSS programs. Some states are moving to
support the dual eligible population by linking D-SNP participation to enrollment in a plan that also participates in a state-based Medicaid program to coordinate
and integrate both Medicare and Medicaid benefits. Beginning in 2021, based on new federal requirements, states are expected to strengthen Medicaid-Medicare
integration requirements for D-SNPs.

We currently serve dual eligible members under the CMS stand-alone dual eligible demonstration program in Illinois, and continue to serve other dual eligible
members enrolled in our Medicare Advantage and stand-alone prescription drug plans.
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Our Group and Specialty Segment Products

The Group and Specialty segment consists of employer group commercial fully-insured medical and specialty health insurance benefits marketed to
individuals and employer groups, including dental, vision and life insurance benefits, as well as administrative services only, or ASO products as described in the
discussion that follows. The following table presents our premiums and services revenue for the Group and Specialty segment by product for the year ended
December 31, 2019:

  

  Group and Specialty
Segment

Premiums and
Services Revenue  

Percent of
Consolidated

Premiums  and
Services Revenue

  (dollars in millions)

External Revenue:     
Premiums:     

Fully-insured commercial group  $ 5,123  8.0%
Specialty  1,571  2.4%

Total premiums  6,694  10.4%
Services  790  1.2%

Total premiums and services revenue  $ 7,484  11.6%
Intersegment services revenue  $ 18  n/a

n/a – not applicable

Group Commercial Coverage

Our commercial products sold to employer groups include a broad spectrum of major medical benefits with multiple in-network coinsurance levels and annual
deductible choices that employers of all sizes can offer to their employees on either a fully-insured, through HMO, PPO, or POS plans, or self-funded basis. Our
plans integrate clinical programs, plan designs, communication tools, and spending accounts.

Our administrative services only, or ASO, products are offered to small group and large group employers who self-insure their employee health plans. We
receive fees to provide administrative services which generally include the processing of claims, offering access to our provider networks and clinical programs,
and responding to customer service inquiries from members of self-funded employers. These products may include all of the same benefit and product design
characteristics of our fully-insured HMO, PPO, or POS products described previously. Under ASO contracts, self-funded employers generally retain the risk of
financing the costs of health benefits, with large group customers retaining a greater share and small group customers a smaller share of the cost of health benefits. 
All small group ASO customers and many large group ASO customers purchase stop loss insurance coverage from us to cover catastrophic claims or to limit
aggregate annual costs.

Employers can customize their offerings with optional benefits such as dental, vision, and life products. We also offer optional benefits such as dental and
vision to individuals.

Military Services

Under our TRICARE contracts with the United States Department of Defense, or DoD, we provide administrative services to arrange health care services for
the dependents of active duty military personnel and for retired military personnel and their dependents. We have participated in the TRICARE program since 1996
under contracts with the DoD. Under our contracts, we provide administrative services while the federal government retains all of the risk of the cost of health
benefits. Accordingly, we account for revenues under the current contract net of estimated health care costs similar to an administrative services fee only
agreement. On January 1, 2018, we began to deliver services under the T2017 East Region contract. The T2017 East Region contract is a consolidation of the
former T3 North and South Regions, comprising thirty-two states and approximately 6 million TRICARE beneficiaries. The T2017 East Region

8

Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
8 of 153

Exempt from Business Proposal 
and Total Page Limits

618(E)



contract is a 5-year contract set to expire on December 31, 2022 and is subject to renewals on January 1 of each year during its term at the government's option.

Our Healthcare Services Segment Products

The products offered by our Healthcare Services segment are key to our integrated care delivery model. This segment is comprised of stand-alone businesses
that offer services including pharmacy solutions, provider services, clinical care services, and predictive modeling and informatics services to other Humana
businesses, as well as external health plan members, external health plans, and other employers or individuals and are described in the discussion that follows. Our
intersegment revenue is described in Note 18 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data. The
following table presents our services revenue for the Healthcare Services segment by line of business for the year ended December 31, 2019:

  

Healthcare  Services
Segment

Services Revenue  

Percent of
Consolidated

Premiums  and
Services Revenue

  (dollars in millions)

Intersegment revenue:     
Pharmacy solutions  $ 22,189  n/a
Provider services  2,344  n/a
Clinical care services  616  n/a

Total intersegment revenue  $ 25,149   
External services revenue:     

Pharmacy solutions  $ 186  0.3%
Provider services  306  0.5%
Clinical care services  140  0.2%

Total external services revenue  $ 632  1.0%

n/a – not applicable

Pharmacy solutions

Humana Pharmacy Solutions®, or HPS, manages traditional prescription drug coverage for both individuals and employer groups in addition to providing a
broad array of pharmacy solutions. HPS also operates prescription mail order services for brand, generic, and specialty drugs and diabetic supplies through
Humana Pharmacy, Inc.

Provider services

We operate full-service, multi-specialty medical centers in a number of states, including Florida, Kansas, Missouri, North Carolina, South Carolina, and
Texas, staffed by primary care providers and medical specialists with a primary focus on the senior population. We operate these clinics primarily under the
Conviva, Partners in Primary Care or Family Physicians Group brands. Our care delivery subsidiaries operate our medical center business through both employed
physicians and care providers, and through third party management service organizations with whom we contract to arrange for and manage certain clinical
services.
 

We also operate a Medical Services Organization, or MSO, through Conviva that coordinates medical care for Medicare Advantage beneficiaries in Florida
and Texas. This MSO provides resources in care coordination, financial risk management, clinical integration and patient engagement that help physicians
improve the patient experience as well as care outcomes. Conviva’s MSO collaborates with physicians, medical groups and integrated delivery systems to
successfully transition to value-based care by engaging, partnering and offering practical services and solutions.
 

In February 2020, Partners in Primary Care entered into a strategic partnership with Welsh, Carson, Anderson & Stowe to open a minimum of 50 additional
payor-agnostic, senior-focused primary care centers over the next three
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years and in 2018 we acquired Family Physicians Group, or FPG, serving Medicare Advantage and Managed Medicaid HMO patients through its senior focused
clinics in Greater Orlando, Florida.  Also, during 2018, we acquired the remaining equity interest in Miami, Florida based MCCI Holdings, LLC, or MCCI, a
privately held management service organization and healthcare that primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas.
See Note 3 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data.
 

Clinical care services

Via in-home care, telephonic health counseling/coaching, and remote monitoring, we are actively involved in the care management of our customers with the
greatest needs. Clinical care services include the operations of Humana At Home, Inc., or Humana At Home ®. As a chronic-care provider of in-home care for
seniors, we provide innovative and holistic care coordination services for individuals living with multiple chronic conditions, individuals with disabilities, fragile
and aging-in-place members and their care givers. We focus our deployment of these services in geographies with a high concentration of members living with
multiple chronic conditions. The clinical support and care provided by Humana At Home is designed to improve health outcomes and result in a higher number of
days members can spend at their homes instead of in an acute care facility. At December 31, 2019, we have enrolled approximately 868,800 members, with
complex chronic conditions participating in a Humana Chronic Care Program, reflecting enhanced predictive modeling capabilities and focus on proactive clinical
outreach and member engagement, particularly for our Medicare Advantage membership. These members may not be unique to each program since members have
the ability to enroll in multiple programs. We believe these initiatives lead to better health outcomes for our members and lower health care costs.

We have committed additional investments in our home care capabilities with our acquisition of a 40% minority interest in Kindred at Home, Inc., or Kindred
at Home, and Curo Health Services, or Curo, which combined creates the nation's largest home health and hospice provider with 65% overlap with our individual
Medicare Advantage business. See Note 4 to the consolidated financial statements included in Item 8. - Financial Statements and Supplementary Data.

We are committed to the integrated physical and mental health of our members. Accordingly, we take a holistic approach to healthcare, offering care
management and wellness programs. These programs use our capabilities that enable us to create a more complete view of an individual’s health, designed to
connect, coordinate and simplify health care while reducing costs. These capabilities include our health care analytics engine, which reviews billions of clinical
data points on millions of patients each day to provide members, providers, and payers real-time clinical insights to identify evidence-based gaps-in-care, drug
safety alerts and other critical health concerns to improve outcomes. Additionally, our technology connects Humana and disparate electronic health record systems
to enable the exchange of essential health information in real-time to provide physicians and care teams with a single, comprehensive patient view.

Our care management programs take full advantage of the population health, wellness and clinical applications offered by CareHub, our clinical management
tool used by providers and care managers across the company to help our members achieve their best health, to offer various levels of support, matching the
intensity of the support to the needs of members with ongoing health challenges through telephonic and onsite programs. These programs include Personal Nurse,
chronic condition management, and case management as well as programs supporting maternity, cancer, neonatal intensive care unit, and transplant services.

Wellness

We offer wellness solutions including our Go365 wellness and loyalty rewards program, employee assistance program, and clinical programs. These
programs, when offered collectively to employer customers as our Total Health product, turn any standard plan of the employer's choosing into an integrated health
and well-being solution that encourages participation in these programs.

Our Go365 program provides our members with access to a science-based, actuarially driven wellness and loyalty program that features a wide range of well-
being tools and rewards that are customized to an individual’s needs and
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wants. A key element of the program includes a sophisticated health-behavior-change model supported by an incentive program.

Our Individual Commercial Segment Products

Our individual health plans were marketed under the HumanaOne brand. We offered products both on and off of the public exchange.

We discontinued substantially all off-exchange individual commercial medical plans effective January 1, 2017, and we exited our remaining individual
commercial medical business effective January 1, 2018.

Other Businesses

Other Businesses includes those businesses that do not align with the reportable segments previously described, primarily our closed-block long-term care
insurance policies, which were sold in 2018. For a detailed discussion of the sale refer to Note 3 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data.

Membership

The following table summarizes our total medical membership at December 31, 2019, by market and product:

Retail Segment  Group and Specialty Segment

(in thousands)

Individual
Medicare

Advantage

Group
Medicare

Advantage

Medicare
stand-

alone PDP
Medicare

Supplement

State-
based

contracts  

Fully-
insured

commercial
Group ASO Military services Total

Percent
of Total

Florida 701.4 10.2 188.6 16.5 460.9  145.4 36.9 — 1,559.9 9.4%
Texas 285.9 244.5 292.3 19.5 —  140.8 31.0 — 1,014.0 6.1%
Kentucky 98.0 65.6 201.4 6.1 —  106.6 135.3 — 613.0 3.7%
California 83.9 0.7 436.7 20.7 —  — — — 542.0 3.3%
Georgia 144.4 2.0 113.3 11.4 —  135.6 71.3 — 478.0 2.9%
Illinois 126.2 25.0 172.0 7.7 8.1  36.8 76.7 — 452.5 2.7%
Ohio 150.3 23.3 153.2 42.8 —  33.0 31.4 — 434.0 2.6%
Missouri/Kansas 98.1 4.8 189.0 12.1 —  38.9 26.0 — 368.9 2.2%
North Carolina 179.2 0.4 148.6 6.5 —  — — — 334.7 2.0%
Tennessee 153.9 4.9 104.8 7.0 —  38.3 14.0 — 322.9 1.9%
Louisiana 167.3 13.8 55.5 3.1 —  52.7 19.4 — 311.8 1.9%
Wisconsin 63.5 5.7 104.6 7.0 —  65.9 32.9 — 279.6 1.7%
Indiana 113.9 7.1 121.9 10.2 —  19.3 11.8 — 284.2 1.7%
Virginia 132.2 3.8 139.5 9.2 —  — — — 284.7 1.7%
Michigan 70.9 18.9 118.7 4.7 —  1.8 — — 215.0 1.3%
Arizona 92.8 0.4 88.0 7.4 —  21.5 8.1 — 218.2 1.3%
Pennsylvania 56.6 2.2 139.4 5.6 —  — — — 203.8 1.1%
South Carolina 99.4 0.5 59.0 5.9 —  — — — 164.8 1.0%
Military services — — — — —  — — 5,984.3 5,984.3 35.9%
Others 769.3 91.5 1,538.7 95.0 —  72.0 34.4 — 2,600.9 15.6%

Totals 3,587.2 525.3 4,365.2 298.4 469.0  908.6 529.2 5,984.3 16,667.2 100.0%

Provider Arrangements

We provide our members with access to health care services through our networks of health care providers whom we employ or with whom we have
contracted, including hospitals and other independent facilities such as outpatient surgery centers, primary care providers, specialist physicians, dentists, and
providers of ancillary health care services
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and facilities. These ancillary services and facilities include laboratories, ambulance services, medical equipment services, home health agencies, mental health
providers, rehabilitation facilities, nursing homes, optical services, and pharmacies. Our membership base and the ability to influence where our members seek care
generally enable us to obtain contractual discounts with providers.

We use a variety of techniques to provide access to effective and efficient use of health care services for our members. These techniques include the
coordination of care for our members, product and benefit designs, hospital inpatient management systems, the use of sophisticated analytics, and enrolling
members into various care management programs. The focal point for health care services in many of our HMO networks is the primary care provider who, under
contract with us, provides services to our members, and may control utilization of appropriate services by directing or approving hospitalization and referrals to
specialists and other providers. Some physicians may have arrangements under which they can earn bonuses when certain target goals relating to the provision of
quality patient care are met. We have available care management programs related to complex chronic conditions such as congestive heart failure and coronary
artery disease. We also have programs for prenatal and premature infant care, asthma related illness, end stage renal disease, diabetes, cancer, and certain other
conditions.

We typically contract with hospitals on either (1) a per diem rate, which is an all-inclusive rate per day, (2) a case rate for diagnosis-related groups (DRG),
which is an all-inclusive rate per admission, or (3) a discounted charge for inpatient hospital services. Outpatient hospital services generally are contracted at a flat
rate by type of service, ambulatory payment classifications, or APCs, or at a discounted charge. APCs are similar to flat rates except multiple services and
procedures may be aggregated into one fixed payment. These contracts are often multi-year agreements, with rates that are adjusted for inflation annually based on
the consumer price index, other nationally recognized inflation indexes, or specific negotiations with the provider. Outpatient surgery centers and other ancillary
providers typically are contracted at flat rates per service provided or are reimbursed based upon a nationally recognized fee schedule such as the Medicare
allowable fee schedule.

Our contracts with physicians typically are renewed automatically each year, unless either party gives written notice, generally ranging from 90 to 120 days, to
the other party of its intent to terminate the arrangement. Most of the physicians in our PPO networks and some of our physicians in our HMO networks are
reimbursed based upon a fixed fee schedule, which typically provides for reimbursement based upon a percentage of the standard Medicare allowable fee schedule.

The terms of our contracts with hospitals and physicians may also vary between Medicare and commercial business. A significant portion of our Medicare
network contracts, including those with both hospitals and physicians, are tied to Medicare reimbursement levels and methodologies.

Capitation

We offer providers a continuum of opportunities to increase the integration of care and offer assistance to providers in transitioning from a fee-for-service to a
value-based arrangement. These include performance bonuses, shared savings and shared risk relationships. For some of our medical membership, we share risk
with providers under capitation contracts where physicians and hospitals accept varying levels of financial risk for a defined set of membership, primarily HMO
membership. Under the typical capitation arrangement, we prepay these providers a monthly fixed-fee per member, known as a capitation (per capita) payment, to
cover all or a defined portion of the benefits provided to the capitated member.

We believe these risk-based models represent a key element of our integrated care delivery model at the core of our strategy. Our health plan subsidiaries may
enter into these risk-based contracts with third party providers or our owned provider subsidiaries.

At December 31, 2019, approximately 1,289,100 members, or 7.7% of our medical membership, were covered under risk-based contracts, which provide all
member benefits, including 1,116,000 individual Medicare Advantage members, or 31.1% of our total individual Medicare Advantage membership.
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Physicians under capitation arrangements typically have stop loss coverage so that a physician’s financial risk for any single member is limited to a maximum
amount on an annual basis. We typically process all claims and monitor the financial performance and solvency of our capitated providers. However, we delegated
claim processing functions under capitation arrangements covering approximately 203,800 HMO members, including 196,300 individual Medicare Advantage
members, or 17.6% of the 1,116,000 individual Medicare Advantage members covered under risk-based contracts at December 31, 2019, with the provider
assuming substantially all the risk of coordinating the members’ health care benefits. Capitation expense under delegated arrangements for which we have a limited
view of the underlying claims experience was approximately $1.9 billion, or 3.6% of total benefits expense, for the year ended December 31, 2019. We remain
financially responsible for health care services to our members in the event our providers fail to provide such services.

Accreditation Assessment

Our accreditation assessment program consists of several internal programs, including those that credential providers and those designed to meet the audit
standards of federal and state agencies as well as external accreditation standards. We also offer quality and outcome measurement and improvement programs
such as the Health Care Effectiveness Data and Information Set, or HEDIS, which is used by employers, government purchasers and the National Committee for
Quality Assurance (NCQA) to evaluate health plans based on various criteria, including effectiveness of care and member satisfaction.

Providers participating in our networks must satisfy specific criteria, including licensing, patient access, office standards, after-hours coverage, and other
factors. Most participating hospitals also meet accreditation criteria established by CMS and/or The Joint Commission.

Recredentialing of participating providers occurs every three years, unless otherwise required by state or federal regulations. Recredentialing of participating
providers includes verification of their medical licenses, review of their malpractice liability claims histories, review of their board certifications, if applicable, and
review of applicable quality information. A committee composed of a peer group of providers reviews the applications of providers being considered for
credentialing and recredentialing.

We maintain accreditation for certain of our health plans and/or departments from NCQA, the Accreditation Association for Ambulatory Health Care
(AAAHC), and/or URAC. Certain commercial businesses, such as those impacted by a third-party labor agreement or those where a request is made by the
employer, may require or prefer accredited health plans.

NCQA reviews our compliance based on standards for quality improvement, population health management, credentialing, utilization management, network
management, and member experience. We have achieved and maintained NCQA accreditation in many of our commercial, Medicare and Medicaid HMO/POS and
PPO markets and our wellness program, Go365. Humana’s pharmacy organization is accredited by URAC.

Sales and Marketing

We use various methods to market our products, including television, radio, the Internet, telemarketing, and direct mailings.

At December 31, 2019, we employed approximately 1,400 sales representatives, as well as approximately 1,400 telemarketing representatives who assisted in
the marketing of Medicare, including Medicare Advantage and PDP, in our Retail segment and specialty products in our Group and Specialty segment, including
making appointments for sales representatives with prospective members. We have a marketing arrangement with Wal-Mart Stores, Inc., or Wal-Mart, for our
individual Medicare stand-alone PDP offering. We also sell group Medicare Advantage products through large employers. In addition, we market our Medicare
and individual specialty products through licensed independent brokers and agents. For our Medicare products, commissions paid to employed sales
representatives and independent brokers and agents are based on a per unit commission structure, regulated in structure and amount by CMS. For our individual
specialty products, we generally pay brokers a commission based on premiums, with commissions varying by market and premium volume. In addition to a
commission based directly on premium volume for sales to particular
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customers, we also have programs that pay brokers and agents based on other metrics. These include commission bonuses based on sales that attain certain levels
or involve particular products. We also pay additional commissions based on aggregate volumes of sales involving multiple customers.

In our Group and Specialty segment, individuals may become members of our commercial HMOs and PPOs through their employers or other groups, which
typically offer employees or members a selection of health insurance products, pay for all or part of the premiums, and make payroll deductions for any premiums
payable by the employees. We attempt to become an employer’s or group’s exclusive source of health insurance benefits by offering a variety of HMO, PPO, and
specialty products that provide cost-effective quality health care coverage consistent with the needs and expectations of their employees or members. We use
licensed independent brokers, independent agents, digital insurance agencies, and employees to sell our group products. Many of our larger employer group
customers are represented by insurance brokers and consultants who assist these groups in the design and purchase of health care products. We pay brokers and
agents using the same commission structure described above for our specialty products.

Underwriting

Since 2014, the Patient Protection and Affordability Care Act and The Health Care and Education Reconciliation Act of 2010, which we collectively refer to
as the Health Care Reform Law, requires certain group health plans to guarantee issuance and renew coverage without pre-existing condition exclusions or health-
status rating adjustments. Accordingly, certain group health plans are not subject to underwriting. Further, underwriting techniques are not employed in connection
with our Medicare, military services, or Medicaid products because government regulations require us to accept all eligible applicants regardless of their health or
medical history.

Competition

The health benefits industry is highly competitive. Our competitors vary by local market and include other managed care companies, national insurance
companies, and other HMOs and PPOs. Many of our competitors have a larger membership base and/or greater financial resources than our health plans in the
markets in which we compete. Our ability to sell our products and to retain customers may be influenced by such factors as those described in Item 1A. – Risk
Factors in this 2019 Form 10-K.

Government Regulation

Diverse legislative and regulatory initiatives at both the federal and state levels continue to affect aspects of the nation’s health care system, including the
Health Care Reform Law.

Our management works proactively to ensure compliance with all governmental laws and regulations affecting our business. We are unable to predict how
existing federal or state laws and regulations may be changed or interpreted, what additional laws or regulations affecting our businesses may be enacted or
proposed, when and which of the proposed laws will be adopted or what effect any such new laws and regulations will have on our results of operations, financial
position, or cash flows.

For a description of certain material current activities in the federal and state legislative areas, see Item 1A. – Risk Factors in this 2019 Form 10-K.

Certain Other Services

Captive Insurance Company

We bear general business risks associated with operating our Company such as professional and general liability, employee workers’ compensation,
cybersecurity, and officer and director errors and omissions risks. Professional and general liability risks may include, for example, medical malpractice claims and
disputes with members regarding benefit coverage. We retain certain of these risks through our wholly-owned, captive insurance subsidiary. We reduce exposure
to these risks by insuring levels of coverage for losses in excess of our retained limits with a number of third-party insurance companies. We remain liable in the
event these insurance companies are unable to pay their portion of the losses.
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Centralized Management Services

We provide centralized management services to each of our health plans and to our business segments from our headquarters and service centers. These
services include management information systems, product development and administration, finance, human resources, accounting, law, public relations,
marketing, insurance, purchasing, risk management, internal audit, actuarial, underwriting, claims processing, billing/enrollment, and customer service. Through
intercompany service agreements approved, if required, by state regulatory authorities, Humana Inc., our parent company, charges a management fee for
reimbursement of certain centralized services provided to its subsidiaries.

Employees

As of December 31, 2019, we had approximately 46,000 employees and approximately 1,200 additional medical professionals working under management
agreements primarily between us and affiliated physician-owned associations. We believe we have good relations with our employees and have not experienced
any work stoppages.
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Information About Our Executive Officers

Set forth below are names and ages of all of our current executive officers as of February 1, 2020, their positions, and the date first elected as an officer:

Name  Age  Position  

First
Elected
Officer   

Bruce D. Broussard  57  President and Chief Executive Officer, Director  12/11  (1)
         
Vishal Agrawal, M.D.  45  Chief Strategy and Corporate Development Officer  12/18  (2)
         
Heather M. Carroll Cox  49  Chief Digital Health and Analytics Officer  08/18  (3)
         
Sam M. Deshpande  55  Chief Technology and Risk Officer  07/17  (4)
         
Susan M. Diamond  46  Segment President, Home Business  07/19  (5)
         
William K. Fleming, PharmD  52  Segment President, Clinical and Pharmacy Solutions  03/17  (6)
         
Christopher H. Hunter  51  Segment President, Group and Military Business  01/14  (7)
         
Timothy S. Huval  53  Chief Administrative Officer  12/12  (8)
         
Brian A. Kane  47  Chief Financial Officer  06/14  (9)
         
William H. Shrank, M.D., MSHS  48  Chief Medical and Corporate Affairs Officer  04/19  (10)
         
Joseph C. Ventura  43  Chief Legal Officer  02/19  (11)
         
T. Alan Wheatley  52  Segment President, Retail  03/17  (12)
         
Cynthia H. Zipperle  57  Senior Vice President, Chief Accounting Officer and Controller  12/14  (13)

(1) Mr. Broussard currently serves as Director, President and Chief Executive Officer (Principal Executive Officer), having held these positions since January
1, 2013. Mr. Broussard was elected President upon joining the Company in December 2011 and served in that capacity through December 2012. Prior to
joining the Company, Mr. Broussard was Chief Executive Officer of McKesson Specialty/US Oncology, Inc. US Oncology was purchased by McKesson in
December 2010. At US Oncology, Mr. Broussard served in a number of senior executive roles, including Chief Financial Officer, Chief Executive Officer,
and Chairman of the Board.

(2) Dr. Agrawal currently serves as Chief Strategy and Corporate Development Officer, having joined the company in December 2018.  Prior to joining the
company, Dr. Agrawal was Senior Advisor for The Carlyle Group L.P., having held that position from October 2017 to December 2018.  Previously, Dr.
Agrawal was President and Chief Growth Officer of Ciox Health, the largest health information exchange and release of information services organization
in the U.S. from December of 2015 to October 2018.  Prior to joining Ciox Health, Dr. Agrawal served as President of Harris Healthcare Solutions from
January 2013 to December 2015.

(3) Ms. Cox currently serves as Chief Digital Health and Analytics Officer, having joined the Company in August 2018. Prior to joining the Company, Ms.
Cox served as Chief Technology and Digital Officer at USAA, where she led the teams responsible for designing and building personalized and digitally-
enabled end-to-end experiences for USAA members. Prior to USAA, Heather was the CEO of Citi FinTech at Citigroup, Inc., helping the company adapt to
a future dominated by mobile technology, and she headed Card Operations, reshaping customer and digital experience for Capital One.
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(4) Mr. Deshpande currently serves as Chief Technology and Risk Officer, having been elected to this position in August 2019, from his prior role as Chief
Risk Officer. Before joining Humana in July 2017, Mr. Deshpande spent 17 years at Capital One in key leadership positions, most recently as Business
Chief Risk Officer for the U.S. and international card business. He previously served as the Business Chief Risk Officer and Head of Enterprise Services
for the Financial Services Division, responsible for Business Risk, Data Science, Data Quality, Process Excellence and Project Management. He also led
marketing and analysis for the Home Loans, Auto Finance, and Credit Card businesses, with responsibilities for business strategy, credit, product and
marketing.

(5) Susan M. Diamond currently serves as Segment President, Home Business, having been elected to this position in July 2019. Ms. Diamond joined the
Company in June 2004 and has spent the majority of her Humana career in various leadership roles in the Medicare business, with a particular passion and
emphasis on growth and consumer segmentation strategies for the Company’s Individual Medicare Advantage and Stand Alone Part D offerings. Ms.
Diamond also served for two and a half years as the Enterprise Vice President of Finance, where she was responsible for enterprise planning and
forecasting, trend analytics and had responsibility for each of the Company’s line of business CFOs and controllers.

(6) Dr. Fleming currently serves as Segment President, Clinical and Pharmacy Solutions, where he is responsible for Humana’s Clinical Solutions (strategy,
quality, trend, and operations), Pharmacy Solutions (PBM, mail, specialty, retail), and Enterprise Clinical Operating Model, having held this position since
December 2019. Prior to that, Dr. Fleming held positions of Segment President, Healthcare Services as well as President of the Company’s pharmacy
business. Dr. Fleming joined the Company in 1994.

(7) Mr. Hunter currently serves as Segment President, Group and Military Business, having been elected to this position in August 2018 after having
previously served as the Company’s Chief Strategy Officer since January 2014.  Prior to joining the Company, Mr. Hunter served as President of Provider
Markets at The TriZetto Group, Inc. from July 2012 until December 2013, and as Senior Vice President, Emerging Markets at BlueCross BlueShield of
Tennessee from 2009 through July 2012. While at BlueCross BlueShield of Tennessee, Mr. Hunter was simultaneously President and Chief Executive
Officer of Onlife Health, a national health and wellness subsidiary of BlueCross BlueShield of Tennessee.

(8) Mr. Huval currently serves as Chief Administrative Officer, having been elected to this position in July 2019, from his previous role as Chief Human
Resources Officer. Prior to joining the Company, Mr. Huval spent 10 years at Bank of America in multiple senior-level roles, including Human Resources
executive and Chief Information Officer for Global Wealth & Investment Management, as well as Human Resources executive for both Global Treasury
Services and Technology & Global Operations.

(9) Mr. Kane currently serves as Chief Financial Officer, having been elected to this position in June 2014. Prior to joining the Company, Mr. Kane spent
nearly 17 years at Goldman, Sachs & Co. As a managing director, he was responsible for client relationships as well as for leading strategic and financing
transactions for a number of companies in multiple industries.

(10) Dr. Shrank currently serves as Chief Medical and Corporate Affairs Officer, having been elected to this position in July 2019, from his previous role as
Chief Medical Officer. Before joining Humana in April 2019, Dr. Shrank served as Chief Medical Officer, Insurance Services Division at the University of
Pittsburgh Medical Center, from 2016-2019, where he oversaw approximately $9 billion in annual health care expenditures for approximately 3.5 million
members in Medicare, Medicaid, behavioral health, Managed Long Term Social Supports and commercial lines of business. He also developed and
evaluated population health programs to further advance the medical center’s mission as an integrated delivery and financing system. Prior to that, Dr.
Shrank served as Senior Vice President, Chief Scientific Officer, and Chief Medical Officer of Provider Innovation at CVS Health from 2013 to 2016.
Prior to joining CVS Health, Dr. Shrank served as Director, Research and Rapid-Cycle Evaluation Group, for the Center for Medicare and Medicaid
Innovation, part of CMS from 2011 to 2013, where he led the evaluation of all payment and health system delivery reform programs and developed the
rapid-cycle strategy to promote continuous quality improvement. Dr. Shrank began his career as a practicing physician with Brigham and Women’s
Hospital in Boston and as an Assistant Professor at Harvard
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Medical School. His research at Harvard focused on improving the quality of prescribing and the use of chronic medications. He has published more than
200 papers on these topics.

(11) Mr. Ventura currently serves as Chief Legal Officer. He joined the Company in January 2009 and since then has held various positions of increasing
responsibility in the Company's Law Department, including most recently, Senior Vice President, Associate General Counsel & Corporate Secretary from
July 2017 until February 2019.

(12) Mr. Wheatley currently serves as Segment President, Retail, having held this position since March 2017. During his 25-year career with the Company, Mr.
Wheatley has served in a number of key leadership roles, including Vice President of Medicare Service Operations and President of the East Region, one
of the Company’s key Medicare geographies.

(13) Mrs. Zipperle currently serves as Senior Vice President, Chief Accounting Officer and Controller, having held this position since December 2014. Mrs.
Zipperle previously served as the Vice President - Finance from January 2013 until her election to her current role, and as the Assistant Controller from
January 1998 until January 2013.

Executive officers are elected annually by our Board of Directors and serve until their successors are elected or until resignation or removal. There are no
family relationships among any of our executive officers.
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ITEM 1A. RISK FACTORS

Risks Relating to Our Business

If we do not design and price our products properly and competitively, if the premiums we charge are insufficient to cover the cost of health care services
delivered to our members, if we are unable to implement clinical initiatives to provide a better health care experience for our members, lower costs and
appropriately document the risk profile of our members, or if our estimates of benefits expense are inadequate, our profitability may be materially adversely
affected. We estimate the costs of our benefits expense payments, and design and price our products accordingly, using actuarial methods and assumptions
based upon, among other relevant factors, claim payment patterns, medical cost inflation, and historical developments such as claim inventory levels and
claim receipt patterns. We continually review these estimates, however these estimates involve extensive judgment, and have considerable inherent variability
because they are extremely sensitive to changes in claim payment patterns and medical cost trends. Any reserve, including a premium deficiency reserve, may
be insufficient.

We use a substantial portion of our revenues to pay the costs of health care services delivered to our members. These costs include claims payments, capitation
payments to providers (predetermined amounts paid to cover services), and various other costs incurred to provide health insurance coverage to our members.
These costs also include estimates of future payments to hospitals and others for medical care provided to our members. Generally, premiums in the health care
business are fixed for one-year periods. Accordingly, costs we incur in excess of our benefit cost projections generally are not recovered in the contract year
through higher premiums. We estimate the costs of our future benefit claims and other expenses using actuarial methods and assumptions based upon claim
payment patterns, medical inflation, historical developments, including claim inventory levels and claim receipt patterns, and other relevant factors. We also
record benefits payable for future payments. We continually review estimates of future payments relating to benefit claims costs for services incurred in the current
and prior periods and make necessary adjustments to our reserves, including premium deficiency reserves where appropriate. However, these estimates involve
extensive judgment, and have considerable inherent variability that is sensitive to claim payment patterns and medical cost trends. Many factors may and often do
cause actual health care costs to exceed what was estimated and used to set our premiums. These factors may include:

• increased use of medical facilities and
services;

• increased cost of such
services;

• increased use or cost of prescription drugs, including specialty prescription
drugs;

• the introduction of new or costly treatments, including new
technologies;

• our membership mix;
• variances in actual versus estimated levels of cost associated with new products, benefits or lines of business, product changes or benefit level

changes;
• changes in the demographic characteristics of an account or

market;
• changes or reductions of our utilization management functions such as preauthorization of services, concurrent review or requirements for physician

referrals;
• changes in our pharmacy volume rebates received from drug

manufacturers;
• catastrophes, including acts of terrorism, public health epidemics, or severe weather (e.g. hurricanes and

earthquakes);
• medical cost inflation; and
• government mandated benefits, member eligibility criteria, or other legislative, judicial, or regulatory changes, including any that result from the Health

Care Reform Law.

Key to our operational strategy is the implementation of clinical initiatives that we believe provide a better health care experience for our members, lower the
cost of healthcare services delivered to our members, and appropriately document the risk profile of our members. Our profitability and competitiveness depend in
large part on our ability to
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appropriately manage health care costs through, among other things, the application of medical management programs such as our chronic care management
program.

While we proactively attempt to effectively manage our operating expenses, increases or decreases in staff-related expenses, any costs associated with exiting
products, additional investment in new products (including our opportunities in the Medicare programs, state-based contracts, and expansion of clinical capabilities
as part of our integrated care delivery model), investments in health and well-being product offerings, acquisitions, new taxes and assessments (including the non-
deductible health insurance industry fee), and implementation of regulatory requirements may increase our operating expenses.

Failure to adequately price our products or estimate sufficient benefits payable or effectively manage our operating expenses, may result in a material adverse
effect on our results of operations, financial position, and cash flows.

We are in a highly competitive industry. Some of our competitors are more established in the health care industry in terms of a larger market share and have
greater financial resources than we do in some markets. In addition, other companies may enter our markets in the future, including emerging competitors in the
Medicare program or competitors in the delivery of health care services. We believe that barriers to entry in our markets are not substantial, so the addition of new
competitors can occur relatively easily, and customers enjoy significant flexibility in moving between competitors. Contracts for the sale of commercial products
are generally bid upon or renewed annually. While health plans compete on the basis of many factors, including service and the quality and depth of provider
networks, we expect that price will continue to be a significant basis of competition. In addition to the challenge of controlling health care costs, we face intense
competitive pressure to contain premium prices. Factors such as business consolidations, strategic alliances, legislative reform, and marketing practices create
pressure to contain premium price increases, despite being faced with increasing medical costs.

The policies and decisions of the federal and state governments regarding the Medicare, military and Medicaid programs in which we participate have a
substantial impact on our profitability. These governmental policies and decisions, which we cannot predict with certainty, directly shape the premiums or other
revenues to us under the programs, the eligibility and enrollment of our members, the services we provide to our members, and our administrative, health care
services, and other costs associated with these programs. Legislative or regulatory actions, such as changes to the programs in which we participate, those resulting
in a reduction in premium payments to us, an increase in our cost of administrative and health care services, or additional fees, taxes or assessments, may have a
material adverse effect on our results of operations, financial position, and cash flows.

Premium increases, introduction of new product designs, and our relationships with our providers in various markets, among other issues, could also affect
our membership levels. Other actions that could affect membership levels include our possible exit from or entrance into Medicare or commercial markets, or the
termination of a large contract.

If we do not compete effectively in our markets, if we set rates too high or too low in highly competitive markets to keep or increase our market share, if
membership does not increase as we expect, if membership declines, or if we lose membership with favorable medical cost experience while retaining or increasing
membership with unfavorable medical cost experience, our results of operations, financial position, and cash flows may be materially adversely affected.

If we fail to effectively implement our operational and strategic initiatives, including our Medicare initiatives and our state-based contracts strategy, our
business may be materially adversely affected, which is of particular importance given the concentration of our revenues in these products. In addition, there
can be no assurances that we will be successful in maintaining or improving our Star ratings in future years.

Our future performance depends in large part upon our ability to execute our strategy, including opportunities created by the expansion of our Medicare
programs, the successful implementation of our integrated care delivery model and our strategy with respect to state-based contracts, including those covering
members dually eligible for the Medicare and Medicaid programs.
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We have made substantial investments in the Medicare program to enhance our ability to participate in these programs. We have increased the size of our
Medicare geographic reach through expanded Medicare product offerings. We offer both stand-alone Medicare prescription drug coverage and Medicare
Advantage health plans with prescription drug coverage in addition to our other product offerings. We offer a Medicare prescription drug plan in 50 states as well
as Puerto Rico and the District of Columbia. The growth of our Medicare products is an important part of our business strategy. Any failure to achieve this growth
may have a material adverse effect on our results of operations, financial position, or cash flows. In addition, the expansion of our Medicare products in relation to
our other businesses may intensify the risks to us inherent in Medicare products. There is significant concentration of our revenues in Medicare products, with
approximately 82% of our total premiums and services revenue for the year ended December 31, 2019 generated from our Medicare products, including 15%
derived from our individual Medicare Advantage contracts with CMS in Florida. These expansion efforts may result in less diversification of our revenue stream
and increased risks associated with operating in a highly regulated industry, as discussed further below.

The achievement of Star ratings of 4-Star or higher qualifies Medicare Advantage plans for premium bonuses. Our Medicare Advantage plans' operating
results may be significantly affected by their star ratings. Despite our operational efforts to improve our star ratings, there can be no assurances that we will be
successful in maintaining or improving our star ratings in future years. In addition, audits of our performance for past or future periods may result in downgrades to
our Star ratings. Accordingly, our plans may not be eligible for full level quality bonuses, which could adversely affect the benefits such plans can offer, reduce
membership and/or reduce profit margins.

If we fail to properly maintain the integrity of our data, to strategically implement new information systems, or to protect our proprietary rights to our
systems, our business may be materially adversely affected.

Our business depends significantly on effective information systems and the integrity and timeliness of the data we use to run our business. Our business
strategy involves providing members and providers with easy to use products that leverage our information to meet their needs. Our ability to adequately price our
products and services, provide effective and efficient service to our customers, and to timely and accurately report our financial results depends significantly on the
integrity of the data in our information systems. As a result of our past and on-going acquisition activities, we have acquired additional information systems. We
have reduced the number of systems we operate, have upgraded and expanded our information systems capabilities, and are gradually migrating existing business
to fewer systems. Our information systems require an ongoing commitment of significant resources to maintain, protect, and enhance existing systems and develop
new systems to keep pace with continuing changes in information processing technology, evolving industry and regulatory standards, and changing customer
preferences. If the information we rely upon to run our businesses was found to be inaccurate or unreliable or if we fail to maintain effectively our information
systems and data integrity, we could have operational disruptions, have problems in determining medical cost estimates and establishing appropriate pricing, have
customer and physician and other health care provider disputes, have regulatory or other legal problems, have increases in operating expenses, lose existing
customers, have difficulty in attracting new customers, or suffer other adverse consequences.

We depend on independent third parties for significant portions of our systems-related support, equipment, facilities, and certain data, including data center
operations, data network, voice communication services and pharmacy data processing. This dependence makes our operations vulnerable to such third parties'
failure to perform adequately under the contract, due to internal or external factors. A change in service providers could result in a decline in service quality and
effectiveness or less favorable contract terms which may adversely affect our operating results.

We rely on our agreements with customers, confidentiality agreements with employees, and our trade secrets and copyrights to protect our proprietary rights.
These legal protections and precautions may not prevent misappropriation of our proprietary information. In addition, substantial litigation regarding intellectual
property rights exists in the software industry, including litigation involving end users of software products. We expect software products to be increasingly subject
to third-party infringement claims as the number of products and competitors in this area grows.

There can be no assurance that our information technology, or IT, process will successfully improve existing systems, develop new systems to support our
expanding operations, integrate new systems, protect our proprietary information, defend against cybersecurity attacks, or improve service levels. In addition,
there can be no assurance that additional systems issues will not arise in the future. Failure to adequately protect and maintain the integrity of our
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information systems and data, or to defend against cybersecurity attacks, may result in a material adverse effect on our results of operations, financial position, and
cash flows.

If we are unable to defend our information technology security systems against cybersecurity attacks or prevent other privacy or data security incidents
that result in security breaches that disrupt our operations or in the unintended dissemination of sensitive personal information or proprietary or confidential
information, we could be exposed to significant regulatory fines or penalties, liability or reputational damage, or experience a material adverse effect on our
results of operations, financial position, and cash flows.

In the ordinary course of our business, we process, store and transmit large amounts of data, including sensitive personal information as well as proprietary or
confidential information relating to our business or a third-party. We have been, and will likely continue to be, regular targets of attempted cybersecurity attacks
and other security threats and may be subject to breaches of our information technology security systems. Although the impact of such attacks has not been
material to our operations or results of operations, financial position, or cash flow through December 31, 2019, we can provide no assurance that we will be able to
detect, prevent, or contain the effects of such cybersecurity attacks or other information security risks or threats in the future. A cybersecurity attack may penetrate
our layered security controls and misappropriate or compromise sensitive personal information or proprietary or confidential information or that of third-parties,
create system disruptions, cause shutdowns, or deploy viruses, worms, and other malicious software programs that attack our systems. A cybersecurity attack that
bypasses our IT security systems successfully could materially affect us due to the theft, destruction, loss, misappropriation or release of confidential data or
intellectual property, operational or business delays resulting from the disruption of our IT systems, or negative publicity resulting in reputation or brand damage
with our members, customers, providers, and other stakeholders. In certain circumstances we may rely on third party vendors to process, store and transmit large
amounts of data for our businesses whose operations are subject to similar risks.

The costs to eliminate or address cybersecurity threats and vulnerabilities before or after an incident could be substantial. Our remediation efforts may not be
successful and could result in interruptions, delays, or cessation of service, and loss of existing or potential members. In addition, breaches of our security measures
and the unauthorized dissemination of sensitive personal information or proprietary or confidential information about us or our members or other third-parties,
could expose our associates' or members’ private information and result in the risk of financial or medical identity theft, or expose us or other third-parties to a risk
of loss or misuse of this information, result in significant regulatory fines or penalties, litigation and potential liability for us, damage our brand and reputation, or
otherwise harm our business.

We are involved in various legal actions and governmental and internal investigations, any of which, if resolved unfavorably to us, could result in
substantial monetary damages or changes in our business practices. Increased litigation and negative publicity could increase our cost of doing business.

We are or may become a party to a variety of legal actions that affect our business, including breach of contract actions, employment compensation and other
labor and employment practice suits, employee benefit claims, stockholder suits and other securities laws claims, intellectual and other property claims, and tort
claims.

In addition, because of the nature of the health care business, we are subject to a variety of legal actions relating to our business operations, including the
design, management, and offering of products and services. These include and could include in the future:

• claims relating to the methodologies for calculating premiums;

• claims relating to the denial of health care benefit
payments;

• claims relating to the denial or rescission of insurance coverage;

• challenges to the use of some software products used in administering
claims;

• claims relating to our administration of our Medicare Part D
offerings;
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• medical malpractice actions based on our medical necessity decisions or brought against us on the theory that we are liable for providers' alleged
malpractice;

• claims arising from any adverse medical consequences resulting from our recommendations about the appropriateness of providers’ proposed medical
treatment plans for patients;

• allegations of anti-competitive and unfair business activities;

• provider disputes over compensation or non-acceptance or termination of provider contracts;

• disputes related to ASO business, including actions alleging claim administration
errors;

• qui tam litigation brought by individuals who seek to sue on behalf of the government, alleging that we, as a government contractor, submitted false
claims to the government including, among other allegations, resulting from coding and review practices under the Medicare risk-adjustment model;

• claims related to the failure to disclose some business
practices;

• claims relating to customer audits and contract
performance;

• claims relating to dispensing of drugs associated with our in-house dispensing pharmacies;
and

• professional liability claims arising out of the delivery of healthcare and related services to the
public.

In some cases, substantial non-economic or punitive damages as well as treble damages under the federal False Claims Act, Racketeer Influenced and Corrupt
Organizations Act and other statutes may be sought.

While we currently have insurance coverage for some of these potential liabilities, other potential liabilities may not be covered by insurance, insurers may
dispute coverage, or the amount of our insurance may not be enough to cover the damages awarded. In addition, some types of damages, like punitive damages,
may not be covered by insurance. In some jurisdictions, coverage of punitive damages is prohibited. Insurance coverage for all or some forms of liability may
become unavailable or prohibitively expensive in the future.

The health benefits industry continues to receive significant negative publicity reflecting the public perception of the industry. This publicity and perception
have been accompanied by increased litigation, including some large jury awards, legislative activity, regulation, and governmental review of industry practices.
These factors may materially adversely affect our ability to market our products or services, may require us to change our products or services or otherwise change
our business practices, may increase the regulatory burdens under which we operate, and may require us to pay large judgments or fines. Any combination of these
factors could further increase our cost of doing business and adversely affect our results of operations, financial position, and cash flows.

See "Legal Proceedings and Certain Regulatory Matters" in Note 17 to the consolidated financial statements included in Item 8. - Financial Statements and
Supplementary Data. We cannot predict the outcome of these matters with certainty.

As a government contractor, we are exposed to risks that may materially adversely affect our business or our willingness or ability to participate in
government health care programs.

A significant portion of our revenues relates to federal and state government health care coverage programs, including the Medicare, military, and Medicaid
programs. These programs accounted for approximately 87% of our total premiums and services revenue for the year ended December 31, 2019. These programs
involve various risks, as described further below.

• At December 31, 2019, under our contracts with CMS we provided health insurance coverage to approximately 701,400 individual Medicare
Advantage members in Florida. These contracts accounted for approximately 15% of our total premiums and services revenue for the year ended
December 31, 2019. The loss of these and other CMS contracts or significant changes in the Medicare program as a result of legislative or regulatory
action, including reductions in premium payments to us or increases in member benefits or
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changes to member eligibility criteria without corresponding increases in premium payments to us, may have a material adverse effect on our results of
operations, financial position, and cash flows.

• At December 31, 2019, our military services business, which accounted for approximately 1% of our total premiums and services revenue for the year
ended December 31, 2019, primarily consisted of the TRICARE T2017 East Region contract. The T2017 East Region contract is a consolidation of the
former T3 North and South Regions, comprising thirty-two states and approximately 6 million TRICARE beneficiaries, under which delivery of health
care services commenced on January 1, 2018. The T2017 East Region contract is a 5 -year contract set to expire on December 31, 2022 and is subject
to renewals on January 1 of each year during its term at the government's option. The loss of the TRICARE T2017 East Region contract may have a
material adverse effect on our results of operations, financial position, and cash flows.

• There is a possibility of temporary or permanent suspension from participating in government health care programs, including Medicare and Medicaid,
if we are convicted of fraud or other criminal conduct in the performance of a health care program or if there is an adverse decision against us under the
federal False Claims Act. As a government contractor, we may be subject to qui tam litigation brought by individuals who seek to sue on behalf of the
government, alleging that the government contractor submitted false claims to the government. Litigation of this nature is filed under seal to allow the
government an opportunity to investigate and to decide if it wishes to intervene and assume control of the litigation. If the government does not
intervene, the lawsuit is unsealed, and the individual may continue to prosecute the action on his or her own.

• CMS uses a risk-adjustment model which adjusts premiums paid to Medicare Advantage, or MA, plans according to health status of covered members.
The risk-adjustment model, which CMS implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and
Protection Act of 2000 (BIPA), generally pays more where a plan's membership has higher expected costs. Under this model, rates paid to MA plans
are based on actuarially determined bids, which include a process whereby our prospective payments are based on our estimated cost of providing
standard Medicare-covered benefits to an enrollee with a "national average risk profile." That baseline payment amount is adjusted to reflect the health
status of our enrolled membership. Under the risk-adjustment methodology, all MA plans must collect and submit the necessary diagnosis code
information from hospital inpatient, hospital outpatient, and physician providers to CMS within prescribed deadlines. The CMS risk-adjustment model
uses the diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS adjusts for coding pattern differences between the
health plans and the government fee-for-service program. We generally rely on providers, including certain providers in our network who are our
employees, to code their claim submissions with appropriate diagnoses, which we send to CMS as the basis for our payment received from CMS under
the actuarial risk-adjustment model. We also rely on these providers to document appropriately all medical data, including the diagnosis data submitted
with claims. In addition, we conduct medical record reviews as part of our data and payment accuracy compliance efforts, to more accurately reflect
diagnosis conditions under the risk adjustment model. These compliance efforts include the internal contract level audits described in more detail
below, as well as ordinary course reviews of our internal business processes.

CMS is phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data
from the Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit
diagnoses that satisfy those guidelines. For submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the
risk adjustment filtering logic to determine the risk scores. For 2019, 25% of the risk score was calculated from claims data submitted through EDS.
CMS will increase that percentage to 50% in 2020 and has proposed to increase that percentage to 75% in 2021. The phase-in from RAPS to EDS could
result in different risk scores from each dataset as a result of plan processing issues, CMS processing issues, or filtering logic differences between
RAPS and EDS, and could have a material adverse effect on our results of operations, financial position, or cash flows.

CMS and the Office of the Inspector General of Health and Human Services, or HHS-OIG, are continuing to perform audits of various companies’
selected MA contracts related to this risk adjustment diagnosis data.
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We refer to these audits as Risk-Adjustment Data Validation Audits, or RADV audits. RADV audits review medical records in an attempt to validate
provider medical record documentation and coding practices which influence the calculation of premium payments to MA plans.

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C Medicare Advantage Risk Adjustment Data Validation
(RADV) Contract-Level Audits.” The payment error calculation methodology provided that, in calculating the economic impact of audit results for an
MA contract, if any, the results of the RADV audit sample would be extrapolated to the entire MA contract after a comparison of the audit results to a
similar audit of the government’s traditional fee-for-service Medicare program, or Medicare FFS. We refer to the process of accounting for errors in
FFS claims as the "FFS Adjuster." This comparison of RADV audit results to the FFS error rate is necessary to determine the economic impact, if any,
of RADV audit results because the government used the Medicare FFS program data set, including any attendant errors that are present in that data set,
to estimate the costs of various health status conditions and to set the resulting adjustments to MA plans’ payment rates in order to establish actuarial
equivalence in payment rates as required under the Medicare statute. CMS already makes other adjustments to payment rates based on a comparison of
coding pattern differences between MA plans and Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus the
Medicare FFS program dataset).

The final RADV extrapolation methodology, including the first application of extrapolated audit results to determine audit settlements, is expected to be
applied to CMS RADV contract level audits conducted for contract year 2011 and subsequent years. CMS is currently conducting RADV contract level
audits for certain of our Medicare Advantage plans.

Estimated audit settlements are recorded as a reduction of premiums revenue in our consolidated statements of income, based upon available
information. We perform internal contract level audits based on the RADV audit methodology prescribed by CMS. Included in these internal contract
level audits is an audit of our Private Fee-For Service business which we used to represent a proxy of the FFS Adjuster which has not yet been
finalized. We based our accrual of estimated audit settlements for each contract year on the results of these internal contract level audits and update our
estimates as each audit is completed. Estimates derived from these results were not material to our results of operations, financial position, or cash
flows. We report the results of these internal contract level audits to CMS, including identified overpayments, if any.

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which we refer to as the “Proposed Rule”) related to, among other
things, the RADV audit methodology described above. If implemented, the Proposed Rule would use extrapolation in RADV audits applicable to
payment year 2011 contract-level audits and all subsequent audits, without the application of a FFS Adjuster to audit findings. We believe that the
Proposed Rule fails to address adequately the statutory requirement of actuarial equivalence, and have provided substantive comments to CMS on the
Proposed Rule as part of the notice-and-comment rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any related
regulatory, industry or company reactions, could have a material adverse effect on our results of operations, financial position, or cash flows.

In addition, as part of our internal compliance efforts, we routinely perform ordinary course reviews of our internal business processes related to,
among other things, our risk coding and data submissions in connection with the risk- adjustment model. These reviews may also result in the
identification of errors and the submission of corrections to CMS, that may, either individually or in the aggregate, be material. As such, the result of
these reviews may have a material adverse effect on our results of operations, financial position, or cash flows.

We believe that CMS' statements and policies regarding the requirement to report and return identified overpayments received by MA plans are
inconsistent with CMS' 2012 RADV audit methodology, and the Medicare statute's requirements. These statements and policies, such as certain
statements contained in the preamble to CMS’ final rule release regarding Medicare Advantage and Part D prescription drug benefit program
regulations for Contract Year 2015 (which we refer to as the "Overpayment Rule"), and the Proposed
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Rule, appear to equate each Medicare Advantage risk adjustment data error with an “overpayment” without addressing the principles underlying the
FFS Adjuster referenced above. On September 7, 2018, the Federal District Court for the District of Columbia vacated CMS's Overpayment Rule,
concluding that it violated the Medicare statute, including the requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary
and capricious in departing from CMS's RADV methodology without adequate explanation (among other reasons). CMS has appealed the decision to
the Circuit Court of Appeals.

We will continue to work with CMS to ensure that MA plans are paid accurately and that payment model principles are in accordance with the
requirements of the Social Security Act, which, if not implemented correctly could have a material adverse effect on our results of operations, financial
position, or cash flows.

• Our CMS contracts which cover members’ prescription drugs under Medicare Part D contain provisions for risk sharing and certain payments for
prescription drug costs for which we are not at risk. These provisions, certain of which are described below, affect our ultimate payments from CMS.

The premiums from CMS are subject to risk corridor provisions which compare costs targeted in our annual bids to actual prescription drug costs,
limited to actual costs that would have been incurred under the standard coverage as defined by CMS. Variances exceeding certain thresholds may
result in CMS making additional payments to us or require us to refund to CMS a portion of the premiums we received (known as a “risk corridor”).
We estimate and recognize an adjustment to premiums revenue related to the risk corridor payment settlement based upon pharmacy claims experience.
The estimate of the settlement associated with these risk corridor provisions requires us to consider factors that may not be certain, including member
eligibility differences with CMS. Our estimate of the settlement associated with the Medicare Part D risk corridor provisions was a net payable of $170
million at December 31, 2019 and 2018.

Reinsurance and low-income cost subsidies represent payments from CMS in connection with the Medicare Part D program for which we assume no
risk. Reinsurance subsidies represent payments for CMS’s portion of claims costs which exceed the member’s out-of-pocket threshold, or the
catastrophic coverage level. Low-income cost subsidies represent payments from CMS for all or a portion of the deductible, the coinsurance and co-
payment amounts above the out-of-pocket threshold for low-income beneficiaries. Monthly prospective payments from CMS for reinsurance and low-
income cost subsidies are based on assumptions submitted with our annual bid. A reconciliation and settlement of CMS’s prospective subsidies against
actual prescription drug costs we paid is made after the end of the applicable year.

Settlement of the reinsurance and low-income cost subsidies as well as the risk corridor payment is based on a reconciliation made approximately 9
months after the close of each calendar year. This reconciliation process requires us to submit claims data necessary for CMS to administer the
program. Our claims data may not pass CMS’s claims edit processes due to various reasons, including discrepancies in eligibility or classification of
low-income members. To the extent our data does not pass CMS’s claim edit processes, we may bear the risk for all or a portion of the claim which
otherwise may have been subject to the risk corridor provision or payment which we would have otherwise received as a low-income subsidy or
reinsurance claim. In addition, in the event the settlement represents an amount CMS owes us, there is a negative impact on our cash flows and
financial condition as a result of financing CMS’s share of the risk. The opposite is true in the event the settlement represents an amount we owe CMS.

• We are also subject to various other governmental audits and investigations. Under state laws, our HMOs and health insurance companies are audited
by state departments of insurance for financial and contractual compliance. Our HMOs are audited for compliance with health services by state
departments of health. Audits and investigations, including audits of risk adjustment data, are also conducted by state attorneys general, CMS, HHS-
OIG, the Office of Personnel Management, the Department of Justice, the Department of Labor, and the Defense Contract Audit Agency. All of these
activities could result in the loss of licensure or the right to participate in various programs, including a limitation on our ability to market or sell
products, the imposition of fines, penalties and other civil and criminal sanctions, or changes in our business practices. The outcome of any current or
future governmental or internal investigations cannot be accurately predicted, nor can we predict any resulting penalties, fines or other sanctions that
may be imposed at the discretion of federal or state regulatory authorities. Nevertheless, it is reasonably possible that any such outcome of
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litigation, penalties, fines or other sanctions could be substantial, and the outcome of these matters may have a material adverse effect on our results of
operations, financial position, and cash flows. Certain of these matters could also affect our reputation. In addition, disclosure of any adverse
investigation or audit results or sanctions could negatively affect our industry or our reputation in various markets and make it more difficult for us to
sell our products and services.

Our business activities are subject to substantial government regulation. New laws or regulations, or legislative, judicial, or regulatory changes in existing
laws or regulations or their manner of application could increase our cost of doing business and may have a material adverse effect on our results of
operations (including restricting revenue, enrollment and premium growth in certain products and market segments, restricting our ability to expand into new
markets, increasing our medical and operating costs by, among other things, requiring a minimum benefit ratio on insured products, lowering our Medicare
payment rates and increasing our expenses associated with assessments); our financial position (including our ability to maintain the value of our goodwill);
and our cash flows.

The Health Care Reform Law and Other Current or Future Legislative, Judicial or Regulatory Changes

The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation Act of 2010 (which we collectively refer to as the Health
Care Reform Law) enacted significant reforms to various aspects of the U.S. health insurance industry. Certain significant provisions of the Health Care Reform
Law include, among others, mandated coverage requirements, mandated benefits and guarantee issuance associated with commercial medical insurance, rebates to
policyholders based on minimum benefit ratios, adjustments to Medicare Advantage premiums, the establishment of federally facilitated or state-based exchanges
coupled with programs designed to spread risk among insurers, and the introduction of plan designs based on set actuarial values. In addition, the Health Care
Reform Law established insurance industry assessments, including an annual health insurance industry fee. The annual health insurance industry fee was
suspended in 2019, but will resume for calendar year 2020, not be deductible for income tax purposes, and significantly increase our effective tax rate. In 2018, the
fee levied on the health insurance industry was $14.3 billion. Under current law, the health industry fee will be permanently repealed beginning in calendar year
2021.

It is reasonably possible that the Health Care Reform Law and related regulations, as well as other current or future legislative, judicial or regulatory changes,
including restrictions on our ability to manage our provider network or otherwise operate our business, or restrictions on profitability, including reviews by
regulatory bodies that may compare our Medicare Advantage business profitability to our non-Medicare Advantage business profitability, or compare the
profitability of various products within our Medicare Advantage business, and require that they remain within certain ranges of each other, increases in member
benefits or changes to member eligibility criteria without corresponding increases in premium payments to us, or increases in regulation of our prescription drug
benefit businesses, may have a material adverse effect on our results of operations (including restricting revenue, enrollment and premium growth in certain
products and market segments, restricting our ability to expand into new markets, increasing our medical and operating costs, further lowering our Medicare
payment rates and increasing our expenses associated with assessments); our financial position (including our ability to maintain the value of our goodwill); and
our cash flows.

Additionally, potential legislative changes or judicial determinations, including activities to repeal or replace the Health Care Reform Law or declare all or
certain portions of the Health Care Reform Law unconstitutional, creates uncertainty for our business, and we cannot predict when, or in what form, such
legislative changes or judicial determinations may occur.

Health Insurance Portability and Accountability Act (HIPAA) and the Health Information Technology for Economic and Clinical Health Act (HITECH Act)

The use of individually identifiable health data by our business is regulated at federal and state levels. These laws and rules are changed frequently by
legislation or administrative interpretation. Various state laws address the use and maintenance of individually identifiable health data. Most are derived from the
privacy provisions in the federal Gramm-Leach-Bliley Act and the Health Insurance Portability and Accountability Act, or HIPAA. HIPAA includes
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administrative provisions directed at simplifying electronic data interchange through standardizing transactions, establishing uniform health care provider, payer,
and employer identifiers, and seeking protections for confidentiality and security of patient data. The rules do not provide for complete federal preemption of state
laws, but rather preempt all inconsistent state laws unless the state law is more stringent.

These regulations set standards for the security of electronic health information, including requirements that insurers provide customers with notice regarding
how their non-public personal information is used, including an opportunity to "opt out" of certain disclosures. Violations of these rules could subject us to
significant criminal and civil penalties, including significant monetary penalties. Compliance with HIPAA regulations requires significant systems enhancements,
training and administrative effort. HIPAA can also expose us to additional liability for violations by our business associates (e.g., entities that provide services to
health plans and providers).

The HITECH Act, one part of the American Recovery and Reinvestment Act of 2009, significantly broadened the scope of the privacy and security regulations
of HIPAA. Among other requirements, the HITECH Act and HIPAA mandate individual notification in the event of a breach of unsecured, individually
identifiable health information, provides enhanced penalties for HIPAA violations, requires business associates to comply with certain provisions of the HIPAA
privacy and security rule, and grants enforcement authority to state attorneys general in addition to the HHS Office of Civil Rights.

In addition, there are numerous federal and state laws and regulations addressing patient and consumer privacy concerns, including unauthorized access or
theft of personal information. State statutes and regulations vary from state to state and could impose additional penalties. Violations of HIPAA or applicable
federal or state laws or regulations could subject us to significant criminal or civil penalties, including significant monetary penalties. Compliance with HIPAA and
other privacy regulations requires significant systems enhancements, training and administrative effort.

American Recovery and Reinvestment Act of 2009 (ARRA)

On February 17, 2009, the American Recovery and Reinvestment Act of 2009, or ARRA, was enacted into law. In addition to including a temporary subsidy
for health care continuation coverage issued pursuant to the Consolidated Omnibus Budget Reconciliation Act, or COBRA, ARRA also expands and strengthens
the privacy and security provisions of HIPAA and imposes additional limits on the use and disclosure of protected health information, or PHI. Among other things,
ARRA requires us and other covered entities to report any unauthorized release or use of or access to PHI to any impacted individuals and to HHS in those
instances where the unauthorized activity poses a significant risk of financial, reputational or other harm to the individuals, and to notify the media in any states
where 500 or more people are impacted by any unauthorized release or use of or access to PHI. ARRA also requires business associates to comply with certain
HIPAA provisions. ARRA also establishes higher civil and criminal penalties for covered entities and business associates who fail to comply with HIPAA’s
provisions and requires HHS to issue regulations implementing its privacy and security enhancements. 

Corporate Practice of Medicine and Other Laws

As a corporate entity, Humana Inc. is not licensed to practice medicine. Many states in which we operate through our subsidiaries limit the practice of
medicine to licensed individuals or professional organizations comprised of licensed individuals, and business corporations generally may not exercise control over
the medical decisions of physicians. Statutes and regulations relating to the practice of medicine, fee-splitting between physicians and referral sources, and similar
issues vary widely from state to state. Under management agreements between certain of our subsidiaries and affiliated physician-owned professional groups,
these groups retain sole responsibility for all medical decisions, as well as for hiring and managing physicians and other licensed healthcare providers, developing
operating policies and procedures, implementing professional standards and controls, and maintaining malpractice insurance. We believe that our health services
operations comply with applicable state statutes regarding corporate practice of medicine, fee-splitting, and similar issues. However, any enforcement actions by
governmental officials alleging non-compliance with these statutes, which could subject us to penalties or restructuring or reorganization of our business, may
result in a material adverse effect on our results of operations, financial position, or cash flows.
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Anti-Kickback, Physician Self-Referral, and Other Fraud and Abuse Laws

A federal law commonly referred to as the “Anti-Kickback Statute” prohibits the offer, payment, solicitation, or receipt of any form of remuneration to induce,
or in return for, the referral of Medicare or other governmental health program patients or patient care opportunities, or in return for the purchase, lease, or order of
items or services that are covered by Medicare or other federal governmental health programs. Because the prohibitions contained in the Anti-Kickback Statute
apply to the furnishing of items or services for which payment is made in “whole or in part,” the Anti-Kickback Statute could be implicated if any portion of an
item or service we provide is covered by any of the state or federal health benefit programs described above. Violation of these provisions constitutes a felony
criminal offense and applicable sanctions could include exclusion from the Medicare and Medicaid programs.

Section 1877 of the Social Security Act, commonly known as the “Stark Law,” prohibits physicians, subject to certain exceptions described below, from
referring Medicare or Medicaid patients to an entity providing “designated health services” in which the physician, or an immediate family member, has an
ownership or investment interest or with which the physician, or an immediate family member, has entered into a compensation arrangement. These prohibitions,
contained in the Omnibus Budget Reconciliation Act of 1993, commonly known as “Stark II,” amended prior federal physician self-referral legislation known as
“Stark I” by expanding the list of designated health services to a total of 11 categories of health services. The professional groups with which we are affiliated
provide one or more of these designated health services. Persons or entities found to be in violation of the Stark Law are subject to denial of payment for services
furnished pursuant to an improper referral, civil monetary penalties, and exclusion from the Medicare and Medicaid programs.

Many states also have enacted laws similar in scope and purpose to the Anti-Kickback Statute and, in more limited instances, the Stark Law, that are not
limited to services for which Medicare or Medicaid payment is made. In addition, most states have statutes, regulations, or professional codes that restrict a
physician from accepting various kinds of remuneration in exchange for making referrals. These laws vary from state to state and have seldom been interpreted by
the courts or regulatory agencies. In states that have enacted these statutes, we believe that regulatory authorities and state courts interpreting these statutes may
regard federal law under the Anti-Kickback Statute and the Stark Law as persuasive.

We believe that our operations comply with the Anti-Kickback Statute, the Stark Law, and similar federal or state laws addressing fraud and abuse. These
laws are subject to modification and changes in interpretation, and are enforced by authorities vested with broad discretion. We continually monitor developments
in this area. If these laws are interpreted in a manner contrary to our interpretation or are reinterpreted or amended, or if new legislation is enacted with respect to
healthcare fraud and abuse, illegal remuneration, or similar issues, we may be required to restructure our affected operations to maintain compliance with
applicable law. There can be no assurances that any such restructuring will be possible or, if possible, would not have a material adverse effect on our results of
operations, financial position, or cash flows.

Environmental

We are subject to various federal, state, and local laws and regulations relating to the protection of human health and the environment. If an environmental
regulatory agency finds any of our facilities to be in violation of environmental laws, penalties and fines may be imposed for each day of violation and the affected
facility could be forced to cease operations. We could also incur other significant costs, such as cleanup costs or claims by third parties, as a result of violations of,
or liabilities under, environmental laws. Although we believe that our environmental practices, including waste handling and disposal practices, are in material
compliance with applicable laws, future claims or violations, or changes in environmental laws, could have a material adverse effect on our results of operations,
financial position or cash flows.
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State Regulation of Insurance-Related Products

Laws in each of the states (and Puerto Rico) in which we operate our HMOs, PPOs and other health insurance-related services regulate our operations
including: capital adequacy and other licensing requirements, policy language describing benefits, mandated benefits and processes, entry, withdrawal or re-entry
into a state or market, rate increases, delivery systems, utilization review procedures, quality assurance, complaint systems, enrollment requirements, claim
payments, marketing, and advertising. The HMO, PPO, and other health insurance-related products we offer are sold under licenses issued by the applicable
insurance regulators.

Our licensed insurance subsidiaries are also subject to regulation under state insurance holding company and Puerto Rico regulations. These regulations
generally require, among other things, prior approval and/or notice of new products, rates, benefit changes, and certain material transactions, including dividend
payments, purchases or sales of assets, intercompany agreements, and the filing of various financial and operational reports.

Any failure by us to manage acquisitions, divestitures and other significant transactions successfully may have a material adverse effect on our results of
operations, financial position, and cash flows.

As part of our business strategy, we frequently engage in discussions with third parties regarding possible investments, acquisitions, divestitures, strategic
alliances, joint ventures, and outsourcing transactions and often enter into agreements relating to such transactions in order to further our business objectives. In
order to pursue our acquisition strategy successfully, we must identify suitable candidates for and successfully complete transactions, some of which may be large
and complex, and manage post-closing issues such as the integration of acquired companies or employees. Integration and other risks can be more pronounced for
larger and more complicated transactions, transactions outside of our core business space, or if multiple transactions are pursued simultaneously. The failure to
successfully integrate acquired entities and businesses or failure to produce results consistent with the financial model used in the analysis of our acquisitions,
investments, joint ventures or strategic alliances may cause asset write-offs, restructuring costs or other expenses and may have a material adverse effect on our
results of operations, financial position, and cash flows. If we fail to identify and complete successfully transactions that further our strategic objectives, we may
be required to expend resources to develop products and technology internally. In addition, from time to time, we evaluate alternatives for our businesses that do
not meet our strategic, growth or profitability objectives, and we may divest or wind down such businesses. There can be no assurance that we will be able to
complete any such divestiture on terms favorable to us. The divestiture of certain businesses could result, individually or in the aggregate, in the recognition of
material losses and a material adverse effect on our results of operations. In addition, divestitures may result in continued financial exposure to the divested
businesses following the completion of the transaction. For example, in connection with a disposition, we may enter into transition or administrative service
agreements, coinsurance arrangements, vendor relationships or other strategic relationships with the divested business, or we may agree to provide certain
indemnities to the purchaser in any such transaction, each of which may result in additional expense and could have a material adverse effect on our result of
operations.

If we fail to develop and maintain satisfactory relationships with the providers of care to our members, our business may be adversely affected.

We employ or contract with physicians, hospitals and other providers to deliver health care to our members. Our products encourage or require our customers
to use these contracted providers. A key component of our integrated care delivery strategy is to increase the number of providers who share medical cost risk with
us or have financial incentives to deliver quality medical services in a cost-effective manner.

In any particular market, providers could refuse to contract with us, demand higher payments, or take other actions that could result in higher health care costs
for us, less desirable products for customers and members or difficulty meeting regulatory or accreditation requirements. In some markets, some providers,
particularly hospitals, physician specialty groups, physician/hospital organizations, or multi-specialty physician groups, may have significant market positions and
negotiating power. In addition, physician or practice management companies, which aggregate physician practices for administrative efficiency and marketing
leverage, may compete directly with us. If these providers refuse to contract with us, use their market position to negotiate unfavorable contracts with us or place us
at a competitive
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disadvantage, or do not enter into contracts with us that encourage the delivery of quality medical services in a cost-effective manner, our ability to market products
or to be profitable in those areas may be adversely affected.

In some situations, we have contracts with individual or groups of primary care providers for an actuarially determined, fixed fee per month to provide a
basket of required medical services to our members. This type of contract is referred to as a “capitation” contract. The inability of providers to properly manage
costs under these capitation arrangements can result in the financial instability of these providers and the termination of their relationship with us. In addition,
payment or other disputes between a primary care provider and specialists with whom the primary care provider contracts can result in a disruption in the provision
of services to our members or a reduction in the services available to our members. The financial instability or failure of a primary care provider to pay other
providers for services rendered could lead those other providers to demand payment from us even though we have made our regular fixed payments to the primary
provider. There can be no assurance that providers with whom we contract will properly manage the costs of services, maintain financial solvency or avoid
disputes with other providers. Any of these events may have a material adverse effect on the provision of services to our members and our results of operations,
financial position, and cash flows.

Our pharmacy business is highly competitive and subjects us to regulations in addition to those we face with our core health benefits businesses.

Our in-house dispensing pharmacy business competes with locally owned drugstores, retail drugstore chains, supermarkets, discount retailers, membership
clubs, internet companies and other mail-order and long-term care pharmacies. Our pharmacy business also subjects us to extensive federal, state, and local
regulation. The practice of pharmacy is generally regulated at the state level by state boards of pharmacy. Many of the states where we deliver pharmaceuticals,
including controlled substances, have laws and regulations that require out-of-state mail-order pharmacies to register with that state’s board of pharmacy. Federal
agencies further regulate our pharmacy operations, requiring registration with the U.S. Drug Enforcement Administration and individual state controlled substance
authorities in order to dispense controlled substances. In addition, the FDA inspects facilities in connection with procedures to effect recalls of prescription drugs.
The Federal Trade Commission also has requirements for mail-order sellers of goods. The U.S. Postal Service, or USPS, has statutory authority to restrict the
transmission of drugs and medicines through the mail to a degree that may have an adverse effect on our mail-order operations. The USPS historically has
exercised this statutory authority only with respect to controlled substances. If the USPS restricts our ability to deliver drugs through the mail, alternative means of
delivery are available to us. However, alternative means of delivery could be significantly more expensive. The U.S. Department of Transportation has regulatory
authority to impose restrictions on drugs inserted in the stream of commerce. These regulations generally do not apply to the USPS and its operations. In addition,
we are subject to CMS rules regarding the administration of our PDP plans and intercompany pricing between our PDP plans and our pharmacy business.

We are also subject to risks inherent in the packaging and distribution of pharmaceuticals and other health care products, including manufacturing or other
supply issues that could impact the availability of such products, and the application of state laws related to the operation of internet and mail-order pharmacies.
The failure to adhere to these laws and regulations may expose us to civil and criminal penalties.

Changes in the prescription drug industry pricing benchmarks may adversely affect our financial performance.

Contracts in the prescription drug industry generally use certain published benchmarks to establish pricing for prescription drugs. These benchmarks include
average wholesale price, which is referred to as “AWP,” average selling price, which is referred to as “ASP,” and wholesale acquisition cost. It is uncertain whether
payors, pharmacy providers, pharmacy benefit managers, or PBMs, and others in the prescription drug industry will continue to utilize AWP as it has previously
been calculated, or whether other pricing benchmarks will be adopted for establishing prices within the industry. Legislation may lead to changes in the pricing for
Medicare and Medicaid programs. Regulators have conducted investigations into the use of AWP for federal program payment, and whether the use of AWP has
inflated drug expenditures by the Medicare and Medicaid programs. Federal and state proposals have sought to change the basis for calculating payment of certain
drugs by the Medicare and Medicaid programs. Adoption of ASP in lieu of AWP as the measure for determining payment by Medicare or Medicaid programs for
the drugs sold in our in-house dispensing
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pharmacy business may reduce the revenues and gross margins of this business which may result in a material adverse effect on our results of operations, financial
position, and cash flows.

If we do not continue to earn and retain purchase discounts and volume rebates from pharmaceutical manufacturers at current levels, our gross margins
may decline.

We have contractual relationships with pharmaceutical manufacturers or wholesalers that provide us with purchase discounts and volume rebates on certain
prescription drugs dispensed through our in-house dispensing and specialty pharmacies. These discounts and volume rebates are generally passed on to clients in
the form of steeper price discounts. Changes in existing federal or state laws or regulations or in their interpretation by courts and agencies or the adoption of new
laws or regulations relating to patent term extensions, and purchase discount and volume rebate arrangements with pharmaceutical manufacturers, may reduce the
discounts or volume rebates we receive and materially adversely impact our results of operations, financial position, and cash flows.

Our ability to obtain funds from certain of our licensed subsidiaries is restricted by state insurance regulations.

Because we operate as a holding company, we are dependent upon dividends and administrative expense reimbursements from our subsidiaries to fund the
obligations of Humana Inc., our parent company. Certain of our insurance subsidiaries operate in states that regulate the payment of dividends, loans,
administrative expense reimbursements or other cash transfers to Humana Inc., and require minimum levels of equity as well as limit investments to approved
securities. The amount of dividends that may be paid to Humana Inc. by these insurance subsidiaries, without prior approval by state regulatory authorities, or
ordinary dividends, is limited based on the entity's level of statutory income and statutory capital and surplus. In most states, prior notification is provided before
paying a dividend even if approval is not required. Actual dividends paid may vary due to consideration of excess statutory capital and surplus and expected future
surplus requirements related to, for example, premium volume and product mix. Dividends from our non-insurance companies such as in our Healthcare Services
segment are generally not restricted by Departments of Insurance. In the event that we are unable to provide sufficient capital to fund the obligations of Humana
Inc., our results of operations, financial position, and cash flows may be materially adversely affected.

Downgrades in our debt ratings, should they occur, may adversely affect our business, results of operations, and financial condition.

Claims paying ability, financial strength, and debt ratings by recognized rating organizations are an increasingly important factor in establishing the
competitive position of insurance companies. Ratings information is broadly disseminated and generally used throughout the industry. We believe our claims
paying ability and financial strength ratings are an important factor in marketing our products to certain of our customers. In addition, our debt ratings impact both
the cost and availability of future borrowings. Each of the rating agencies reviews its ratings periodically and there can be no assurance that current ratings will be
maintained in the future. Our ratings reflect each rating agency’s opinion of our financial strength, operating performance, and ability to meet our debt obligations
or obligations to policyholders, but are not evaluations directed toward the protection of investors in our common stock and should not be relied upon as such.

Historically, rating agencies take action to lower ratings due to, among other things, perceived concerns about liquidity or solvency, the competitive
environment in the insurance industry, the inherent uncertainty in determining reserves for future claims, the outcome of pending litigation and regulatory
investigations, and possible changes in the methodology or criteria applied by the rating agencies. In addition, rating agencies have come under regulatory and
public scrutiny over the ratings assigned to various fixed-income products. As a result, rating agencies may (i) become more conservative in their methodology and
criteria, (ii) increase the frequency or scope of their credit reviews, (iii) request additional information from the companies that they rate, or (iv) adjust upward the
capital and other requirements employed in the rating agency models for maintenance of certain ratings levels.

We believe that some of our customers place importance on our credit ratings, and we may lose customers and compete less successfully if our ratings were to
be downgraded. In addition, our credit ratings affect our ability to obtain investment capital on favorable terms. If our credit ratings were to be lowered, our cost of
borrowing likely would
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increase, our sales and earnings could decrease, and our results of operations, financial position, and cash flows may be materially adversely affected.

The securities and credit markets may experience volatility and disruption, which may adversely affect our business.

Volatility or disruption in the securities and credit markets could impact our investment portfolio. We evaluate our investment securities for impairment on a
quarterly basis. This review is subjective and requires a high degree of judgment. For the purpose of determining gross realized gains and losses, the cost of
investment securities sold is based upon specific identification. For debt securities held, we recognize an impairment loss in income when the fair value of the debt
security is less than the carrying value and we have the intent to sell the debt security or it is more likely than not that we will be required to sell the debt security
before recovery of our amortized cost basis, or if a credit loss has occurred. When we do not intend to sell a security in an unrealized loss position, potential other-
than-temporary impairments are considered using variety of factors, including the length of time and extent to which the fair value has been less than cost; adverse
conditions specifically related to the industry, geographic area or financial condition of the issuer or underlying collateral of a security; payment structure of the
security; changes in credit rating of the security by the rating agencies; the volatility of the fair value changes; and changes in fair value of the security after the
balance sheet date. For debt securities, we take into account expectations of relevant market and economic data. We continuously review our investment portfolios
and there is a continuing risk that declines in fair value may occur and additional material realized losses from sales or other-than-temporary impairments may be
recorded in future periods.

We believe our cash balances, investment securities, operating cash flows, and funds available under our credit agreement or from other public or private
financing sources, taken together, provide adequate resources to fund ongoing operating and regulatory requirements, acquisitions, future expansion opportunities,
and capital expenditures for at least the next twelve months, as well as to refinance or repay debt, and repurchase shares. However, continuing adverse securities
and credit market conditions may significantly affect the availability of credit. While there is no assurance in the current economic environment, we have no reason
to believe the lenders participating in our credit agreement will not be willing and able to provide financing in accordance with the terms of the agreement.

Our access to additional credit will depend on a variety of factors such as market conditions, the general availability of credit, both to the overall market and
our industry, our credit ratings and debt capacity, as well as the possibility that customers or lenders could develop a negative perception of our long or short-term
financial prospects. Similarly, our access to funds could be limited if regulatory authorities or rating agencies were to take negative actions against us. If a
combination of these factors were to occur, we may not be able to successfully obtain additional financing on favorable terms or at all.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our principal executive office is located in the Humana Building, 500 West Main Street, Louisville, Kentucky 40202. In addition to the headquarters in
Louisville, Kentucky, we maintain other principal operating facilities used for customer service, enrollment, and/or claims processing and certain other corporate
functions in Louisville, Kentucky; Green Bay, Wisconsin; Tampa, Florida; Cincinnati, Ohio; San Antonio, Texas; and San Juan, Puerto Rico.

We owned or leased numerous medical centers and administrative offices at December 31, 2019. The medical centers we operate are primarily located in
Florida and Texas, including full-service, multi-specialty medical centers staffed by primary care providers and medical specialists. Of these medical centers,
approximately 185 of these facilities are leased or subleased to our contracted providers to operate.
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ITEM 3. LEGAL PROCEEDINGS

We are party to a variety of legal actions in the ordinary course of business, certain of which may be styled as class-action lawsuits. Among other matters,
this litigation may include employment matters, claims of medical malpractice, bad faith, nonacceptance or termination of providers, anticompetitive practices,
improper rate setting, provider contract rate disputes, qui tam litigation brought by individuals seeking to sue on behalf of the government, failure to disclose
network discounts and various other provider arrangements, general contractual matters, intellectual property matters, and challenges to subrogation practices. For
a discussion of our material legal actions, including those not in the ordinary course of business, see “Legal Proceedings and Certain Regulatory Matters” in Note
17 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data. We cannot predict the outcome of these suits with
certainty.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

Market Information

Our common stock trades on the New York Stock Exchange under the symbol HUM.

Holders of our Capital Stock

As of January 31, 2020, there were 2,100 holders of record of our common stock and 229,470 beneficial holders of our common stock.

Dividends

The following table provides details of dividend payments, excluding dividend equivalent rights, in 2018 and 2019, under our Board approved quarterly cash
dividend policy:

Record
Date  

Payment
Date  

Amount
per Share  

Total
Amount

      (in millions)

2018 payments       
12/29/2017  1/26/2018  $0.40  $55
3/30/2018  4/27/2018  $0.50  $69
6/29/2018  7/27/2018  $0.50  $69
9/28/2018  10/26/2018  $0.50  $69

2019 payments       
12/31/2018  1/25/2019  $0.50  $68
3/29/2019  4/26/2019  $0.55  $74
6/28/2019  7/26/2019  $0.55  $74
9/30/2019  10/25/2019  $0.55  $73

On October 24, 2019, the Board declared a cash dividend of $0.55 per share that was paid on January 31, 2020 to stockholders of record on December 31,
2019, for an aggregate amount of $73 million. Declaration and payment of future quarterly dividends is at the discretion of our Board and may be adjusted as
business needs or market conditions change.

In February 2020, the Board declared a cash dividend of $0.625 per share payable on April 24, 2020 to stockholders of record on March 31, 2020.
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Stock Total Return Performance

The following graph compares our total return to stockholders with the returns of the Standard & Poor’s Composite 500 Index (“S&P 500”) and the Dow
Jones US Select Health Care Providers Index (“Peer Group”) for the five years ended December 31, 2019. The graph assumes an investment of $100 in each of our
common stock, the S&P 500, and the Peer Group on December 31, 2014, and that dividends were reinvested when paid.

 12/31/2014  12/31/2015  12/31/2016  12/31/2017  12/31/2018  12/31/2019

HUM $ 100  $ 125  $ 144  $ 177  $ 205  $ 265
S&P 500 $ 100  $ 101  $ 113  $ 138  $ 132  $ 174
Peer Group $ 100  $ 106  $ 107  $ 135  $ 149  $ 183

The stock price performance included in this graph is not necessarily indicative of future stock price performance.
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Issuer Purchases of Equity Securities

The following table provides information about purchases by us during the three months ended December 31, 2019 of equity securities that are registered by
us pursuant to Section 12 of the Exchange Act:

Period

Total Number
of Shares

Purchased (1)  

Average
Price Paid
per Share  

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans
or Programs (1)(2)  

Dollar Value of
Shares that May

Yet Be Purchased
Under the Plans

or Programs (1) (2)

October 2019 —  $ —  —  $ 2,000,000,000
November 2019 —  —  —  2,000,000,000
December 2019 —  —  —  2,000,000,000

Total —  $ —  —   

(1) On July 31, 2019, we entered into an accelerated stock repurchase agreement, the July 2019 ASR, with Citibank, N.A., or Citi, to repurchase $1 billion of
our common stock. On August 2, 2019, we made a payment of $1 billion to Citi and received an initial delivery of 2.7 million shares of our common stock.
We recorded the payment to Citi as a reduction to stockholders’ equity, consisting of an $800 million increase in treasury stock, which reflected the value
of the initial 2.7 million shares received upon initial settlement, and a $200 million decrease in capital in excess of par value, which reflected the value of
stock held back by Citi pending final settlement of the July 2019 ASR. Upon final settlement of the July 2019 ASR on December 26, 2019, we received an
additional 0.7 million shares as determined by the average daily volume weighted-averages share price of our common stock during the term of the
agreement, less a discount, of $296.19, bringing the total shares received under the July 2019 ASR to 3.4 million. In addition, upon settlement we
reclassified the $200 million value of stock initially held back by Citi from capital in excess of par value to treasury stock.

(2) Excludes 0.2 million shares repurchased in connection with employee stock
plans.
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ITEM 6. SELECTED FINANCIAL DATA

 2019  2018  2017 (a)  2016 (b)  2015
 (dollars in millions, except per common share results)

Summary of Operating Results          
Total revenues $ 64,888  $ 56,912  $ 53,767  $ 54,379  $ 54,289
Income from operations 3,192  3,100  4,262  1,741  2,347
Loss (gain) on Sale of Business —  786  —  —  (270)
Interest expense 242  218  242  189  186
Other (income) expense, net (506)  33  —  —  —
Income before income taxes and equity in net
earnings 3,456  2,063  4,020  1,552  2,431
Provision for income taxes 763  391  1,572  938  1,155
Equity in net earnings of Kindred at Home 14  11  —  —  —
Net income $ 2,707  $ 1,683  $ 2,448  $ 614  $ 1,276
Basic earnings per common share $ 20.20  $ 12.24  $ 16.94  $ 4.11  $ 8.54
Diluted earnings per common share $ 20.10  $ 12.16  $ 16.81  $ 4.07  $ 8.44
Dividends declared per common share $ 2.20  $ 2.00  $ 1.60  $ 1.16  $ 1.15
Financial Position          
Cash and investments $ 15,432  $ 12,780  $ 16,344  $ 13,675  $ 11,681
Total assets 29,074  25,413  27,178  25,396  24,678
Benefits payable 6,004  4,862  4,668  4,563  4,976
Debt 5,666  6,069  4,920  4,092  4,093
Stockholders’ equity 12,037  10,161  9,842  10,685  10,346
Cash flows from operations $ 5,284  $ 2,173  $ 4,051  $ 1,936  $ 868
Key Financial Indicators          
Benefit ratio 85.6%  83.5%  83.0%  84.9%  84.5%
Operating cost ratio 11.5%  13.3%  12.3%  13.3%  13.6%
Membership          
Total medical membership 16,667,200  16,576,700  14,003,100  14,230,200  14,222,800
Total specialty membership 5,425,900  6,072,300  6,986,000  6,961,200  7,221,800

(a) Included in operating expenses is $936 million (or $4.31 per diluted common stock) associated with the merger termination fee and related costs, net. Under the terms of the Agreement
and Plan of Merger with Aetna Inc., and certain wholly owned subsidiaries of Aetna Inc., which we collectively refer to as Aetna, we received a breakup fee of $1 billion from Aetna
included in this amount.

(b) Includes a reduction in premiums revenue of $583 million ($367 million after tax, or $2.43 per diluted common share) associated with the write-off of commercial risk corridor
receivables. Also includes benefits expense of $505 million ($318 million after tax, or $2.11 per diluted common share) for reserve strengthening associated with our non-strategic
closed block of long-term care insurance policies, which were sold in 2018.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

For discussion of 2017 items and year-over-year comparisons between 2018 and 2017 that are not included in this 2019 Form 10-K, refer to "Item 7. –
Management Discussion and Analysis of Financial Condition and Results of Operations" found in our Form 10-K for the year ended December 31, 2018, that was
filed with the Securities and Exchange Commission on February 21, 2019.

Executive Overview

General

Humana Inc., headquartered in Louisville, Kentucky, is a leading health and well-being company committed to helping our millions of medical and specialty
members achieve their best health. Our successful history in care delivery and health plan administration is helping us create a new kind of integrated care with the
power to improve health and well‐being and lower costs. Our efforts are leading to a better quality of life for people with Medicare, families, individuals, military
service personnel, and communities at large. To accomplish that, we support physicians and other health care professionals as they work to deliver the right care in
the right place for their patients, our members. Our range of clinical capabilities, resources and tools, such as in‐home care, behavioral health, pharmacy services,
data analytics and wellness solutions, combine to produce a simplified experience that makes health care easier to navigate and more effective.

Our industry relies on two key statistics to measure performance. The benefit ratio, which is computed by taking total benefits expense as a percentage of
premiums revenue, represents a statistic used to measure underwriting profitability. The operating cost ratio, which is computed by taking total operating costs,
excluding Merger termination fee and related costs, net, and depreciation and amortization, as a percentage of total revenue less investment income, represents a
statistic used to measure administrative spending efficiency.

Business Segments

We manage our business with three reportable segments: Retail, Group and Specialty, and Healthcare Services. Beginning January 1,
2018, we exited the individual commercial fully-insured medical health insurance business, as well as certain other business in 2018,
and therefore no longer report separately the Individual Commercial segment and the Other Businesses category in the current year.
Previously, the Other Businesses category included businesses that were not individually reportable because they did not meet the
quantitative thresholds required by generally accepted accounting principles, primarily our closed-block of commercial long-term
care insurance policies which were sold in 2018. The reportable segments are based on a combination of the type of health plan
customer and adjacent businesses centered on well-being solutions for our health plans and other customers, as described below.
These segment groupings are consistent with information used by our Chief Executive Officer, the chief operating decision maker,
to assess performance and allocate resources. See Note 18 to the consolidated financial statements included in Item 8. - Financial Statements and
Supplementary Data for segment financial information.

The Retail segment consists of Medicare benefits, marketed to individuals or directly via group Medicare accounts. In addition, the Retail segment also
includes our contract with CMS to administer the Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program and contracts with
various states to provide Medicaid, dual eligible, and Long-Term Support Services benefits, which we refer to collectively as our state-based contracts. The Group
and Specialty segment consists of employer group commercial fully-insured medical and specialty health insurance benefits marketed to individuals and employer
groups, including dental, vision, and other supplemental health benefits, as well as administrative services only, or ASO products. In addition, our Group and
Specialty segment includes our military services business, primarily our TRICARE T2017 East Region contract. The Healthcare Services segment includes our
services offered to our health plan members as well as to third parties, including pharmacy solutions, provider services, and clinical care service, such as home
health and other services and capabilities to promote wellness and advance population health, including our minority investment in Kindred at Home.

The results of each segment are measured by income before income taxes and equity in net earnings from Kindred at Home, or segment earnings.
Transactions between reportable segments primarily consist of sales of services rendered
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by our Healthcare Services segment, primarily pharmacy, provider, and clinical care services, to our Retail and Group and Specialty segment customers.
Intersegment sales and expenses are recorded at fair value and eliminated in consolidation. Members served by our segments often use the same provider networks,
enabling us in some instances to obtain more favorable contract terms with providers. Our segments also share indirect costs and assets. As a result, the
profitability of each segment is interdependent. We allocate most operating expenses to our segments. Assets and certain corporate income and expenses are not
allocated to the segments, including the portion of investment income not supporting segment operations, interest expense on corporate debt, and certain other
corporate expenses. These items are managed at a corporate level. These corporate amounts are reported separately from our reportable segments and are included
with intersegment eliminations.

Seasonality

One of the product offerings of our Retail segment is Medicare stand-alone prescription drug plans, or PDPs, under the Medicare Part D program. Our
quarterly Retail segment earnings and operating cash flows are impacted by the Medicare Part D benefit design and changes in the composition of our membership.
The Medicare Part D benefit design results in coverage that varies as a member’s cumulative out-of-pocket costs pass through successive stages of a member’s
plan period, which begins annually on January 1 for renewals. These plan designs generally result in us sharing a greater portion of the responsibility for total
prescription drug costs in the early stages and less in the latter stages. As a result, the PDP benefit ratio generally decreases as the year progresses. In addition, the
number of low income senior members as well as year-over-year changes in the mix of membership in our stand-alone PDP products affects the quarterly benefit
ratio pattern.

In addition, the Retail segment also experiences seasonality in the operating cost ratio as a result of costs incurred in the second half of the year associated with
the Medicare marketing season.

Our Group and Specialty segment also experiences seasonality in the benefit ratio pattern. However, the effect is opposite of Medicare stand-alone PDP in the
Retail segment, with the Group and Specialty segment’s benefit ratio increasing as fully-insured members progress through their annual deductible and maximum
out-of-pocket expenses.

Aetna Merger

On February 16, 2017, under the terms of the Agreement and Plan of Merger, or Merger Agreement, with Aetna Inc., and certain wholly owned subsidiaries of
Aetna Inc., which we collectively refer to as Aetna, we received a breakup fee of $1 billion from Aetna, which is included in our consolidated statement of income
in the line captioned "Merger termination fee and related costs, net."

Acquisitions and Divestitures

In the first quarter of 2020, we acquired privately held Enclara Healthcare, or Enclara, one of the nation’s largest hospice pharmacy and benefit management
providers for cash consideration of approximately $707 million, net of cash received. The purchase accounting is incomplete due to the timing of the availability of
information.

Also in the first quarter of 2020, our Partners in Primary Care wholly-owned subsidiary entered into a strategic partnership with Welsh, Carson, Anderson &
Stowe, or WCAS, to accelerate the expansion of our primary care model. The WCAS partnership is expected to open approximately 50 payor-agnostic, senior-
focused primary care centers over 3 years beginning in 2020. Partners in Primary Care committed to the acquisition of a non-controlling interest in the
approximately $600 million entity. In addition, the agreement includes a series of put and call options through which WCAS may require us to purchase their
interest in the entity and, through which we may acquire WCAS’s interest over the next 5 - 10 years.

In the third quarter of 2018, we completed the sale of our wholly-owned subsidiary KMG America Corporation, or KMG, to Continental General Insurance
Company, or CGIC, a Texas-based insurance company wholly owned by HC2 Holdings, Inc., a diversified holding company. KMG's subsidiary, Kanawha
Insurance Company, or KIC, included our closed block of non-strategic commercial long-term care policies. Upon closing, we funded the transaction with
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approximately $190 million of parent company cash contributed into KMG, subject to customary adjustments, in addition to the transfer of approximately $160
million of statutory capital with the sale.

Also in the third quarter of 2018, we, along with TPG Capital, or TPG, and WCAS (together, the "Sponsors"), completed the acquisitions of Kindred and
Curo, respectively, merging Curo with the hospice business of Kindred at Home. As part of these transactions, we acquired a 40% minority interest in Kindred at
Home, a leading home health and hospice company, for total cash consideration of approximately $1.1 billion.

In the second quarter of 2018, we acquired Family Physicians Group, or FPG, for cash consideration of approximately $185 million, net of cash received. FPG
is one of the largest at-risk providers serving Medicare Advantage and Managed Medicaid HMO patients in Greater Orlando, Florida with a footprint that includes
clinics located in Lake, Orange, Osceola and Seminole counties. The acquisition of FPG advances our strategy of helping physicians and clinicians evolve from
treating health episodically to managing health holistically.

In the first quarter of 2018, we acquired the remaining equity interest in MCCI Holdings, LLC, or MCCI, a privately held management service organization
headquartered in Miami, Florida, which primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas. The purchase price
consisted primarily of $169 million cash, as well as our existing investment in MCCI and a note receivable and a revolving note with an aggregate balance of $383
million.

These transactions are more fully discussed in Note 3 and Note 4 to the consolidated financial statements.

Highlights

• Our 2019 results reflect the continued implementation of our strategy to offer our members affordable health care combined with a positive consumer
experience in growing markets. At the core of this strategy is our integrated care delivery model, which unites quality care, high member engagement, and
sophisticated data analytics. Our approach to primary, physician-directed care for our members aims to provide quality care that is consistent, integrated,
cost-effective, and member-focused, provided by both employed physicians and physicians with network contract arrangements. The model is designed to
improve health outcomes and affordability for individuals and for the health system as a whole, while offering our members a simple, seamless healthcare
experience. We believe this strategy is positioning us for long-term growth in both membership and earnings. We offer providers a continuum of
opportunities to increase the integration of care and offer assistance to providers in transitioning from a fee-for-service to a value-based arrangement.
These include performance bonuses, shared savings and shared risk relationships. At December 31, 2019, approximately 2,407,000 members, or 67%, of
our individual Medicare Advantage members were in value-based relationships under our integrated care delivery model, as compared to 2,039,100
members, or 67%, at December 31, 2018. Medicare Advantage and dual demonstration program membership enrolled in a Humana chronic care
management program was 868,800 at December 31, 2019, an increase of 21.3% from 716,000 at December 31, 2018. These members may not be unique
to each program since members have the ability to enroll in multiple programs. The increase is driven by our improved process for identifying and
enrolling members in the appropriate program at the right time, coupled with growth in Special Needs Plans, or SNP, membership.

• On February 5, 2020, after the stock market closed, the Centers for Medicare and Medicaid Services (“CMS”) issued Part II of the 2021 Advance Notice
of Methodological Changes for Medicare Advantage Capitation Rates and Part C and Part D Payment Policies (the “Advance Notice”). CMS has invited
public comment on the Advance Notice before publishing final rates on April 6, 2020 (the “Final Notice”).

In the Advance Notice, CMS estimates Medicare Advantage plans across the sector will, on average, experience a 0.93 percent increase in benchmark
funding based on proposals included therein. As indicated by CMS, its estimate excludes the impact of fee-for-service county rebasing/repricing because
the related impact is dependent upon finalization of certain data, which will be available with the publication of the Final Notice.  Based on our
preliminary analysis using the same factors CMS included in its estimate, the components of
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which are detailed on CMS’ website, we anticipate that the proposals in the Advance Notice would result in a change to our benchmark funding relatively
in line with CMS’ estimate.

Also on February 5, 2020, CMS issued a proposed rule (which we refer to as the “2021 Proposed Rule”) related to the administration of the MA and Part
D programs, including, among other things, the Agency’s implementation of recent legislation removing the limitation on MA eligibility for end-stage-
renal-disease, or ESRD, Medicare-eligible beneficiaries beginning in 2021, allowing for Medicare Advantage plans to offer additional supplemental
benefits including telehealth, and addressing opioid recovery and treatment. The 2021 Proposed Rule also recognizes the potential opportunity to create
new options for beneficiaries, including ESRD beneficiaries, and their access to care through greater flexibility around current network adequacy
requirements.  CMS has invited public comments to the 2021 Proposed Rule on or before April 6, 2020.

The Advance Notice and the 2021 Proposed Rule are subject to the required notice and comment period, and we cannot predict when or to what extent
CMS will adopt the proposals in the Advance Notice or the 2021 Proposed Rule.  We will be drawing upon our program expertise to provide CMS formal
commentary on the impact of both the Advance Notice and the 2021 Proposed Rule and the related impact upon Medicare beneficiaries’ quality of care
and service to our members through the MA and Part D programs.

 
• Net income was $2.7 billion for 2019 compared to $1.7 billion in 2018 and earnings per diluted common share increased $7.94 from $12.16 earnings per

diluted common share in 2018 to $20.10 earnings per diluted common share in 2019. This comparison was primarily impacted by higher segment earnings
in our Retail and Healthcare Services segments, partially offset by lower Group and Specialty segment earnings. These changes were further favorably
impacted by the put/call valuation adjustments associated with our investment in Kindred at Home and by a lower number of shares used to compute
dilutive earnings per share, primarily reflecting share repurchases. In addition, year-over-year comparison to 2019 was impacted by the loss on the sale of
KMG of $786 million recognized in 2018.

• Contributing to our Retail segment revenue growth was our individual and group Medicare Advantage membership, which increased 550,700 members,
or 15.5%, from 3,561,800 members at December 31, 2018 to 4,112,500 members at December 31, 2019. 

• Our operating cash flow of $5.3 billion for 2019 improved from $2.2 billion for 2018, reflecting the significant impact of increasing premiums and
enrollment, as premiums generally are collected in advance of claim payments by a period of up to several months. The year-over-year comparison was
further impacted by the timing of other working capital changes, higher earnings in 2019 versus 2018, and the negative impact on 2018 cash flows
resulting from the funding of reinsurance transactions in connection with the sale of KMG.

• In July 2019, the Board of Directors approved a $3.0 billion share repurchase authorization with an expiration date of June 30, 2022. We subsequently
entered into an agreement with a third-party financial institution on July 31, 2019, to effect a $1.0 billion ASR program under the authorization. Under the
terms of this program, which was completed in the fourth quarter of 2019, we repurchased approximately 3,376,200 shares at an average price, after a
discount, of $296.19. Aside from the completion of the ASR program, we have not completed any open market stock repurchases. As of February 19,
2020, we had a remaining repurchase authorization of $2.0 billion.

• In August 2019, we issued $500 million of 3.125% senior notes due August 15, 2029, and $500 million of 3.950% senior notes due August 15, 2049. Our
net proceeds, reduced for the underwriters discount and commission and offering expenses, were $987 million. We used the net proceeds from this
offering, together with available cash, to repay the $650 million outstanding amount due under our term note in August 2019, and the $400 million
aggregate principal amount of our 2.625% senior notes due on its maturity date of October 1, 2019.

• In 2019 we initiated an involuntary workforce optimization program that will allow us to promote operational excellence, accelerate our strategy, fund
critical initiatives and advance our growth objectives. As a result we recorded estimated charges of $47 million, or $0.26 per diluted common share, on
the corporate level, included
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with operating costs in the condensed consolidated statements of income. We expect this liability to be primarily paid within 12 months.

Health Care Reform

The Health Care Reform Law enacted significant reforms to various aspects of the U.S. health insurance industry. Certain significant provisions of the Health
Care Reform Law include, among others, mandated coverage requirements, mandated benefits and guarantee issuance associated with commercial medical
insurance, rebates to policyholders based on minimum benefit ratios, adjustments to Medicare Advantage premiums, the establishment of federally facilitated or
state-based exchanges coupled with programs designed to spread risk among insurers, and the introduction of plan designs based on set actuarial values. In
addition, the Health Care Reform Law established insurance industry assessments, including an annual health insurance industry fee. The annual health insurance
industry fee was suspended in 2019, but will resume for calendar year 2020, not be deductible for income tax purposes, and significantly increase our effective tax
rate. In 2018, the fee levied on the health insurance industry was $14.3 billion. Under current law, the health industry fee will be permanently repealed beginning in
calendar year 2021.

It is reasonably possible that the Health Care Reform Law and related regulations, as well as other current or future legislative, judicial or regulatory changes,
including restrictions on our ability to manage our provider network or otherwise operate our business, or restrictions on profitability, including reviews by
regulatory bodies that may compare our Medicare Advantage profitability to our non-Medicare Advantage business profitability, or compare the profitability of
various products within our Medicare Advantage business, and require that they remain within certain ranges of each other, increases in member benefits or
changes to member eligibility criteria without corresponding increases in premium payments to us, or increases in regulation of our prescription drug benefit
businesses, in the aggregate may have a material adverse effect on our results of operations (including restricting revenue, enrollment and premium growth in
certain products and market segments, restricting our ability to expand into new markets, increasing our medical and operating costs, further lowering our
Medicare payment rates and increasing our expenses associated with assessments); our financial position (including our ability to maintain the value of our
goodwill); and our cash flows.

We intend for the discussion of our financial condition and results of operations that follows to assist in the understanding of our financial statements and
related changes in certain key items in those financial statements from year to year, including the primary factors that accounted for those changes. Transactions
between reportable segments primarily consist of sales of services rendered by our Healthcare Services segment, primarily pharmacy, provider, and clinical care
services, to our Retail and Group and Specialty segment customers and are described in Note 18 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data in this 2019 Form 10-K.
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Comparison of Results of Operations for 2019 and 2018

Certain financial data on a consolidated basis and for our segments was as follows for the years ended December 31, 2019 and 2018:

Consolidated

    Change

  2019  2018  Dollars  Percentage

  
(dollars in millions, except per

common share results)   

Revenues:         
Premiums:         

Retail  $ 56,254  $ 48,108  $ 8,146  16.9 %
Group and Specialty  6,694  6,803  (109)  (1.6)%
Individual Commercial  —  8  (8)  (100.0)%
Other Businesses  —  22  (22)  (100.0)%

Total premiums  62,948  54,941  8,007  14.6 %
Services:         

Retail  17  11  6  54.5 %
Group and Specialty  790  835  (45)  (5.4)%
Healthcare Services  632  607  25  4.1 %
Other Businesses  —  4  (4)  (100.0)%

Total services  1,439  1,457  (18)  (1.2)%
Investment income  501  514  (13)  (2.5)%

Total revenues  64,888  56,912  7,976  14.0 %
Operating expenses:         

Benefits  53,857  45,882  7,975  17.4 %
Operating costs  7,381  7,525  (144)  (1.9)%
Depreciation and amortization  458  405  53  13.1 %

Total operating expenses  61,696  53,812  7,884  14.7 %
Income from operations  3,192  3,100  92  3.0 %
Loss on sale of business  —  786  (786)  (100.0)%
Interest expense  242  218  24  11.0 %
Other (income) expense, net  (506)  33  (539)  (1633.3)%
Income before income taxes and equity in net earnings  3,456  2,063  1,393  67.5 %
Provision for income taxes  763  391  372  95.1 %
Equity in net earnings of Kindred at Home  14  11  3  27.3 %
Net income  $ 2,707  $ 1,683  $ 1,024  60.8 %
Diluted earnings per common share  $ 20.10  $ 12.16  $ 7.94  65.3 %
Benefit ratio (a)  85.6%  83.5%    2.1 %
Operating cost ratio (b)  11.5%  13.3%    (1.8)%
Effective tax rate  22.0%  18.9%    3.1 %

(a) Represents total benefits expense as a percentage of premiums
revenue.

(b) Represents total operating costs, excluding depreciation and amortization, as a percentage of total revenues less investment
income.
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Summary

Net income for 2019 was $2.7 billion, or $20.10 per diluted common share, compared to $1.7 billion, or $12.16 per diluted common share, in 2018. This
increase primarily was impacted by our Medicare Advantage business and Healthcare Services segment, as well as by previously implemented productivity
initiatives that led to significant operating cost efficiencies in 2019. These impacts were partially offset by strategic investments in our integrated care delivery
model, the impact of higher compensation accruals for the Annual Incentive Plan, or AIP, offered to employees across all levels of the company, lower Group and
Specialty segment earnings, increased spending associated with the 2020 Medicare Annual Election Period, or AEP, and the impact of workforce optimization.
These changes were further favorably impacted by the put/call valuation adjustments associated with our investment in Kindred at Home and by a lower number of
shares used to compute dilutive earnings per share, primarily reflecting share repurchases. In addition, 2019 was impacted by the loss on the sale of KMG
recognized in 2018.

Premiums Revenue

Consolidated premiums increased $8.0 billion, or 14.6%, from $54.9 billion for 2018 to $62.9 billion for 2019 primarily due to higher premiums in the Retail
segment, driven by higher premium revenues from our Medicare Advantage business resulting from membership growth and higher per member premiums
associated with individual Medicare Advantage. These increases were partially offset by the impact of declining stand-alone PDP membership, as well as lower
premiums in the Group and Specialty segment as discussed in the detailed segment results discussion that follows.

Services Revenue

Consolidated services revenue decreased $18 million, or 1.2%, from $1.5 billion for 2018 to $1.4 billion for 2019, primarily due to a decrease in services
revenue in the Group and Specialty segment, partially offset by an increase in the Healthcare Services segment as detailed in the segment results discussion that
follows.

Investment Income

Investment income was $501 million for 2019, decreasing $13 million, or 2.5%, from 2018, primarily due to lower realized capital gains, partially offset by
higher average invested balances and interest rates.

Benefits Expense

Consolidated benefits expense was $53.9 billion for 2019, an increase of $8.0 billion, or 17.4%, from 2018 reflecting an increase in the Retail and Group and
Specialty segments benefits expense as discussed in the detailed segment results discussion that follows. As more fully described herein under the section entitled
"Benefits Expense Recognition", actuarial standards require the use of assumptions based on moderately adverse experience, which generally results in favorable
reserve development, or reserves that are considered redundant. We experienced favorable medical claims reserve development related to prior fiscal years of $336
million in 2019 and $503 million in 2018.

The consolidated benefit ratio for 2019 was 85.6%, an increase of 210 basis points from 2018 primarily due to the suspension of the health insurance industry
fee in 2019, which was contemplated in the pricing and benefit design of our products, lower favorable prior-period medical claims reserve development, an
increase in the Group and Specialty benefit ratio as discussed in the detailed segment results discussion that follows, and the shift in Medicare membership mix due
to the loss of stand-alone PDP members and significant growth in Medicare Advantage members. These increases were partially offset by engaging our Medicare
Advantage members in clinical programs, as well as ensuring they are appropriately documented under the CMS risk-adjustment model, and lower than expected
medical costs as compared to the assumptions used in the pricing of our individual Medicare Advantage business for 2019. Favorable prior-period medical claims
reserve development decreased the consolidated benefit ratio by approximately 50 basis points in 2019 and 90 basis points in 2018.
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Operating Costs

Our segments incur both direct and shared indirect operating costs. We allocate the indirect costs shared by the segments primarily as a function of revenues.
As a result, the profitability of each segment is interdependent.

Consolidated operating costs decreased $144 million, or 1.9%, from 2018 to $7.4 billion in 2019 reflecting a decrease in operating costs in the Retail and the
Group and Specialty segments as discussed in the detailed segment results discussion that follows.

The consolidated operating cost ratio for 2019 was 11.5%, decreasing 180 basis points from 13.3% in 2018 primarily due to the suspension of the health
insurance industry fee in 2019, scale efficiencies associated with growth in our Medicare Advantage membership, and significant operating cost efficiencies in
2019 driven by previously implemented productivity initiatives. These improvements were partially offset by strategic investments in our integrated care delivery
model, the impact of higher compensation expense accruals in 2019 for the AIP offered to employees across all levels, increased spending associated with the
Medicare AEP, and charges associated with workforce optimization. The higher compensation accruals resulted from our continued strong performance, including
customer satisfaction as measured by the net promoter score, along with higher than anticipated individual Medicare Advantage membership growth. The
nondeductible health insurance industry fee impacted the operating cost ratio by approximately 180 basis points in 2018.

Depreciation and Amortization

Depreciation and amortization in 2019 totaled $458 million compared to $405 million in 2018, an increase of 13.1%, primarily due to capital expenditures.

Interest Expense

Interest expense was $242 million for 2019 compared to $218 million for 2018, an increase of $24 million, or 11.0% The increase was primarily due to the
higher average borrowings outstanding including the impact of the borrowings under the November 2018 term loan agreement and senior notes issued in August
2019.

Income Taxes

Our effective tax rate during 2019 was 22.0% compared to the effective tax rate of 18.9% in 2018. This change primarily reflects the impact of the suspension
of the non-deductible health insurance industry fee in 2019 as well as the deferred tax benefit recognized in 2018 from the loss on sale of KMG. The effective
income tax rate in 2018 reflected a $430 million deferred tax benefit, resulting from the loss on the sale of KMG attributable to its original tax basis and
subsequent capital contributions to fund accumulated losses. See Note 12 to the consolidated financial statements included in Item 8. – Financial Statements and
Supplementary Data for a complete reconciliation of the federal statutory rate to the effective tax rate.

Retail Segment

    Change

  2019  2018  Members  Percentage

Membership:         
Medical membership:         

Individual Medicare Advantage  3,587,200  3,064,000  523,200  17.1 %
Group Medicare Advantage  525,300  497,800  27,500  5.5 %
Medicare stand-alone PDP  4,365,200  5,004,300  (639,100)  (12.8)%

Total Retail Medicare  8,477,700  8,566,100  (88,400)  (1.0)%
State-based Medicaid  469,000  341,100  127,900  37.5 %
Medicare Supplement  298,400  254,300  44,100  17.3 %

Total Retail medical members  9,245,100  9,161,500  83,600  0.9 %
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    Change

  2019  2018  Dollars  Percentage

  (in millions)

Premiums and Services Revenue:         
Premiums:         

Individual Medicare Advantage  $ 43,128  $ 35,656  $ 7,472  21.0 %
Group Medicare Advantage  6,475  6,103  372  6.1 %
Medicare stand-alone PDP  3,165  3,584  (419)  (11.7)%

Total Retail Medicare  52,768  45,343  7,425  16.4 %
State-based Medicaid  2,898  2,255  643  28.5 %
Medicare Supplement  588  510  78  15.3 %

Total premiums  56,254  48,108  8,146  16.9 %
Services  17  11  6  54.5 %

Total premiums and services revenue  $ 56,271  $ 48,119  $ 8,152  16.9 %
Segment earnings  $ 2,235  $ 1,733  $ 502  29.0 %
Benefit ratio  86.4%  85.1%    1.3 %
Operating cost ratio  9.4%  11.1%    (1.7)%

Segment Earnings

• Retail segment earnings were $2.2 billion in 2019, an increase of $502 million, or 29.0%, compared to $1.7 billion in 2018 primarily reflecting a lower
operating cost ratio, partially offset by the higher benefit ratio as more fully described below. As expected, the higher-than-anticipated individual
Medicare Advantage membership growth during the previous AEP had a muted impact on the segment's earnings in 2019. While new Medicare
Advantage members increase revenue, on average, they have a break even impact on segment earnings in the first year as they were not previously
engaged in clinical programs or appropriately documented under the CMS risk adjustment model, and accordingly, carry a higher benefit ratio.

Enrollment

• Individual Medicare Advantage membership increased 523,200 members, or 17.1%, from 3,064,000 members as of December 31, 2018 to 3,587,200
members as of December 31, 2019, primarily due to membership additions associated with the 2019 AEP and Open Election Period, or OEP, for Medicare
beneficiaries. The OEP sales period, which ran from January 1 to March 31, added approximately 43,700 members. Since the conclusion of the OEP,
enrollment continued to increase due to strong sales to age-ins and those eligible for Dual Eligible Special Need Plans, or D-SNP. Individual Medicare
Advantage membership includes 288,200 D-SNP members as of December 31, 2019, a net increase of 69,600, or 31.8%, from 218,600 December 31,
2018. For the full year 2020, we anticipate a net membership increase in our Individual Medicare Advantage offerings of 270,000 members to 330,000
members.

• Group Medicare Advantage membership increased 27,500 members, or 5.5%, from 497,800 members as of December 31, 2018 to 525,300 members as of
December 31, 2019, primarily due to net membership additions associated with the 2019 AEP for Medicare beneficiaries. For the full year 2020, we
anticipate a net membership increase in our Group Medicare Advantage offerings of approximately 90,000 members.

• Medicare stand-alone PDP membership decreased 639,100 members, or 12.8%, from 5,004,300 members as of December 31, 2018 to 4,365,200 members
as of December 31, 2019, primarily reflecting net declines during the 2019 AEP for Medicare beneficiaries. The anticipated decline primarily was due to
the competitive nature of the industry and the pricing discipline we have employed, which resulted in us no longer being the low cost plan in any market
for 2019. For the full year 2020, we anticipate a net membership decline in our Medicare stand-alone PDP offerings of approximately 550,000 members.
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• State-based Medicaid membership increased 127,900 members, or 37.5%, from 341,100 members as of December 31, 2018 to 469,000 members as of
December 31, 2019, primarily driven by the statewide award of a comprehensive contract under the Managed Medical Assistance, or MMA, program in
Florida. Our January 31, 2020 state-based contracts membership was 608,000, representing growth of 139,000, or 30%, from December 31, 2019. This
growth primarily reflects the impact of terminating the reinsurance agreement with CareSource effective January 1, 2020, which ceded all risk for our
Kentucky Medicaid contract.

Premiums revenue

• Retail segment premiums increased $8.1 billion, or 16.9%, from 2018 to 2019 period primarily due to Medicare Advantage membership growth and
higher per member premiums, as well as increased state-based contracts membership. These favorable items were partially offset by the decline in
membership in our stand-alone PDP offerings.

Benefits expense

• The Retail segment benefit ratio of 86.4% for 2019 increased 130 basis points from 85.1% in 2018 primarily due to the suspension of the health insurance
industry fee in 2019 which was contemplated in the pricing and benefit design of our products, lower favorable prior-period medical claims reserve
development, as well as the shift in Medicare membership mix due to the loss of stand-alone PDP members and the significant growth in Medicare
Advantage members. These increases were partially offset by engaging our Medicare Advantage members in clinical programs as well as ensuring they
are appropriately documented under the CMS risk adjustment model, lower than expected medical costs as compared to the assumptions used in the
pricing of our individual Medicare Advantage business for 2019, and the impact of a less severe flu season experienced in the first quarter of 2019
compared to that in the first quarter of 2018.

• The Retail segment’s benefits expense for 2019 included the beneficial effect of $386 million in favorable prior-year medical claims reserve development
versus $398 million in 2018. This favorable prior-year medical claims reserve development decreased the Retail segment benefit ratio by approximately 70
basis points in 2019 versus approximately 80 basis points in 2018.

Operating costs

• The Retail segment operating cost ratio of 9.4% for 2019 decreased 170 basis points from 11.1% in 2018 primarily due to the suspension of the health
insurance industry fee in 2019, as well as scale efficiencies associated with growth in our Medicare Advantage membership, and significant operating cost
efficiencies in 2019 driven by previously implemented productivity initiatives. These improvements were partially offset by the strategic investments in
our integrated care delivery model, the impact of higher compensation expense accruals in 2019 for the AIP as a result of our continued strong
performance, and increased spending associated with the Medicare AEP.

• The non-deductible health insurance industry fee increased the operating cost ratio by approximately 190 basis points in 2018.
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Group and Specialty Segment

    Change

  2019  2018  Members  Percentage

Membership:         
Medical membership:         

Fully-insured commercial group  908,600  1,004,700  (96,100)  (9.6)%
ASO  529,200  481,900  47,300  9.8 %
Military services  5,984,300  5,928,600  55,700  0.9 %

Total group medical members  7,422,100  7,415,200  6,900  0.1 %
Specialty membership (a)  5,425,900  6,072,300  (646,400)  (10.6)%

(a) Specialty products include dental, vision, and other supplemental health products. Members included in these products may not be unique to each product
since members have the ability to enroll in multiple products.

    Change

  2019  2018  Dollars  Percentage

  (in millions)   

Premiums and Services Revenue:         
Premiums:         

Fully-insured commercial group  $ 5,123  $ 5,444  $ (321)  (5.9)%
Specialty  1,571  1,359  212  15.6 %

Total premiums  6,694  6,803  (109)  (1.6)%
Services  790  835  (45)  (5.4)%

Total premiums and services revenue  $ 7,484  $ 7,638  $ (154)  (2.0)%
Segment earnings  $ 28  $ 361  $ (333)  (92.2)%
Benefit ratio  86.0%  79.7%    6.3 %
Operating cost ratio  22.0%  23.6%    (1.6)%

Segment Earnings

• Group and Specialty segment earnings were $28 million in 2019, a decrease of $333 million, or 92.2%, from $361 million in 2018 primarily due to a
higher benefit ratio, along with lower military services business earnings. Earnings comparisons related to the military services business were unfavorably
impacted by the receipt of certain contractual incentives and adjustments in 2018 related to the previous TRICARE contract which did not recur in 2019.
These decreases were partially offset by the improvement in the operating cost ratio as more fully described below.

Enrollment

• Fully-insured commercial group medical membership decreased 96,100 members, or 9.6% from 1,004,700 members as of December 31, 2018 primarily
reflecting lower membership in small group accounts due in part to more small group accounts selecting level-funded ASO products in 2019, as well as
the loss of certain large group accounts due to the competitive pricing environment. The portion of group fully-insured commercial medical membership
in small group accounts was approximately 59% at December 31, 2019 and 61% at December 31, 2018.

• Group ASO commercial medical membership increased 47,300 members, or 9.8%, from 481,900 members as of December 31, 2018 to 529,200 members
as of December 31, 2019 reflecting more small group accounts selecting level-funded ASO products in 2019, partially offset by the loss of certain large
group accounts as a

49

Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
49 of 153

Exempt from Business Proposal 
and Total Page Limits

659(E)



result of continued discipline in pricing of services for self-funded accounts amid a highly competitive environment.

• Military services membership increased 55,700 members, or 0.9%, from 5,928,600 members as of December 31, 2018 to 5,984,300 members as of
December 31, 2019. Membership includes military service members, retirees, and their families to whom we provide healthcare services under the current
T2017 TRICARE East Region contract. The current contract, which covers thirty-two states, became effective on January 1, 2018.

• Specialty membership decreased 646,400 members, or 10.6%, from 6,072,300 as of December 31, 2018 to 5,425,900 members as of December 31, 2019
primarily due to the loss of certain group accounts, including one jumbo account, offering stand-alone dental and vision products.

Premiums revenue

• Group and Specialty segment premiums decreased $109 million, or 1.6%, from $6.8 billion in 2018 to $6.7 billion in 2019, primarily due to a decline in
our fully-insured group commercial and specialty membership as well as the exit of our voluntary benefit and financial protection products in connection
with the sale of KMG in 2018. These decreases were partially offset by higher stop-loss revenues related to our level-funded ASO accounts resulting from
membership growth in this product and higher per member premiums across the fully-insured business.

Services revenue

• Group and Specialty segment services revenue decreased $45 million, or 5.4%, from 2018 to 2019 primarily due to the impact of certain contractual
incentives and adjustments related to the previous TRICARE contract received in 2018, which did not recur in 2019.

Benefits expense

• The Group and Specialty segment benefit ratio increased 630 basis points from 79.7% in 2018 to 86.0% in 2019 primarily due to the impact of the
continued migration of fully-insured group members to level-funded ASO products in 2019 resulting in a membership mix transformation, the suspension
of the health insurance industry fee in 2019 which was contemplated in the pricing and benefit design of our products, and unfavorable prior-year medical
claims reserve development driven by provider settlements. The benefit ratio was further negatively impacted by adjustments to dental network contracted
rates resulting from dental network recontracting and expansion to position the business for the future.

• The Group and Specialty segment’s benefits expense included the unfavorable effect of $50 million in prior-year medical claims reserve development in
2019 versus the beneficial effect of $46 million in favorable prior-year medical claims reserve development in 2018. This unfavorable prior-year medical
claims reserve development increased the Group and Specialty segment benefit ratio by approximately 70 basis points in 2019 while the favorable prior-
year medical claims reserve development decreased the Group and Specialty segment benefit ratio by approximately 70 basis points in 2018.

Operating costs

• The Group and Specialty segment operating cost ratio of 22.0% for 2019 decreased 160 basis points from 23.6% for 2018, primarily due to the suspension
of the health insurance industry fee in 2019, significant operating cost efficiencies in 2019 driven by previously implemented productivity initiatives, as
well as the exit of our voluntary benefit and financial protection products in connection with the sale of KMG in 2018, which carried a higher operating
cost ratio. These improvements were offset by the higher compensation expense accruals in 2019 for the AIP as a result of our continued strong
consolidated performance.

• The non-deductible health insurance industry fee increased the operating cost ratio by approximately 160 basis points in 2018.
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Healthcare Services Segment

    Change

  2019  2018  Dollars  Percentage

  (in millions)   

Revenues:         
Services:         

Clinical care services  $ 140  $ 176  $ (36)  (20.5)%
Pharmacy solutions  186  203  (17)  (8.4)%
Provider services  306  228  78  34.2 %

Total services revenues  632  607  25  4.1 %
Intersegment revenues:         

Pharmacy solutions  22,189  20,514  1,675  8.2 %
Provider services  2,344  1,994  350  17.6 %
Clinical care services  616  662  (46)  (6.9)%

Total intersegment revenues  25,149  23,170  1,979  8.5 %
Total services and intersegment revenues  $ 25,781  23,777  $ 2,004  8.4 %

Segment earnings  $ 789  $ 754  $ 35  4.6 %
Operating cost ratio  96.4%  96.3%    0.1 %

Segment Earnings

• Healthcare Services segment earnings were $789 million in 2019, an increase of $35 million, or 4.6%, from 2018. This increase primarily was due to
higher earnings from our pharmacy operations and clinical operations, and higher earnings from Kindred at Home operations. These factors were partially
offset by additional investments in new clinical assets associated with our provider services business.

Script Volume

• Humana Pharmacy Solutions® script volumes for the Retail and Group and Specialty segment membership increased to approximately 456 million in
2019, up 3.6% versus scripts of approximately 440 million in 2018. The increase primarily reflects growth associated with higher Medicare Advantage
and state-based contracts membership, partially offset by the decline in stand-alone PDP membership.

Services revenue

• Services revenue increased $25 million, or 4.1%, from 2018 to $632 million for 2019 primarily due to revenue growth from our provider services
business.

Intersegment revenues

• Intersegment revenues increased $1.98 billion, or 8.5%, from 2018 to $25 billion for 2019 primarily due to strong Medicare Advantage membership
growth, partially offset by the loss of intersegment revenues associated with the decline in stand-alone PDP membership. Intersegment revenues in 2019
were further impacted by higher revenues associated with our provider services business reflecting the previously disclosed acquisitions of MCCI and
FPG.

Operating costs

• The Healthcare Services segment operating cost ratio of 96.4% for 2019 was relatively unchanged from 96.3% for
2018.
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Liquidity

Historically, our primary sources of cash have included receipts of premiums, services revenue, and investment and other income, as well as proceeds from
the sale or maturity of our investment securities, and borrowings. Our primary uses of cash historically have included disbursements for claims payments,
operating costs, interest on borrowings, taxes, purchases of investment securities, acquisitions, capital expenditures, repayments on borrowings, dividends, and
share repurchases. Because premiums generally are collected in advance of claim payments by a period of up to several months, our business normally should
produce positive cash flows during periods of increasing premiums and enrollment. Conversely, cash flows would be negatively impacted during periods of
decreasing premiums and enrollment. From period to period, our cash flows may also be affected by the timing of working capital items including premiums
receivable, benefits payable, and other receivables and payables. Our cash flows are impacted by the timing of payments to and receipts from CMS associated with
Medicare Part D subsidies for which we do not assume risk. The use of cash flows may be limited by regulatory requirements of state departments of insurance (or
comparable state regulators) which require, among other items, that our regulated subsidiaries maintain minimum levels of capital and seek approval before
paying dividends from the subsidiaries to the parent. Our use of cash flows derived from our non-insurance subsidiaries, such as in our Healthcare Services
segment, is generally not restricted by state departments of insurance (or comparable state regulators).

For additional information on our liquidity risk, please refer to Item 1A. – Risk Factors in this 2019 Form 10-K.

Cash and cash equivalents increased to $4.1 billion at December 31, 2019 from $2.3 billion at December 31, 2018. The change in cash and cash equivalents for
the years ended December 31, 2019, 2018 and 2017 is summarized as follows:

 2019  2018  2017
 (in millions)

Net cash provided by operating activities $ 5,284 $ 2,173 $ 4,051
Net cash used in investing activities (1,278) (3,087) (2,941)
Net cash used in financing activities (2,295) (785) (945)

Increase (decrease) in cash and cash equivalents $ 1,711 $ (1,699) $ 165

Cash Flow from Operating Activities

The change in operating cash flows over the three year period primarily results from the corresponding change in the timing of working capital items,
earnings, and enrollment activity as discussed below. The increase in operating cash flows in 2019 reflect the significant impacts of increasing premiums and
enrollment, as premiums generally are collected in advance of claim payments by a period of up to several months, higher earnings, the timing of other working
capital items, and the impact of an approximately $245 million payment related to reinsuring certain voluntary benefit and financial protection products to a third
party in connection with the sale of KMG in 2018.

The decrease in operating cash flows in 2018 primarily was due to the receipt of the merger termination fee in 2017, net of related expenses and taxes paid,
funding the reinsurance of certain voluntary benefit and financial protection products to a third party in connection with the sale of KMG in 2018 and the timing of
working capital items.

The most significant drivers of changes in our working capital are typically the timing of payments of benefits expense and receipts for premiums. We
illustrate these changes with the following summaries of benefits payable and receivables.

52

Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
52 of 153

Exempt from Business Proposal 
and Total Page Limits

662(E)



The detail of benefits payable was as follows at December 31, 2019, 2018 and 2017:

       Change

 2019  2018  2017  2019  2018
 (in millions)

IBNR (1) $ 4,150  $ 3,361  $ 3,154  $ 789  $ 207
Reported claims in process (2) 628  617  614  11  3
Other benefits payable (3) 1,226  884  900  342  (16)
Total benefits payable $ 6,004  $ 4,862  $ 4,668  1,142  194
Payables from disposition 58
Change in benefits payable per cash 
flow statement resulting in cash 
from operations $ 1,142 $ 252

(1) IBNR represents an estimate of benefits payable for claims incurred but not reported (IBNR) at the balance sheet date and includes unprocessed claim
inventories. The level of IBNR is primarily impacted by membership levels, medical claim trends and the receipt cycle time, which represents the length of
time between when a claim is initially incurred and when the claim form is received and processed (i.e. a shorter time span results in a lower IBNR). IBNR
includes unprocessed claims inventories.

(2) Reported claims in process represents the estimated valuation of processed claims that are in the post claim adjudication process, which consists of
administrative functions such as audit and check batching and handling, as well as amounts owed to our pharmacy benefit administrator which fluctuate
due to bi-weekly payments and the month-end cutoff.

(3) Other benefits payable include amounts owed to providers under capitated and risk sharing
arrangements.

The increase in benefits payable in 2019 and 2018 was primarily due to an increase in IBNR, mainly as a result of Medicare Advantage membership growth. In
addition, 2019 was impacted by an increase in the amounts owed to providers under capitated and risk sharing arrangements.

The detail of total net receivables was as follows at December 31, 2019, 2018 and 2017:

       Change

 2019  2018  2017  2019  2018
 (in millions)

Medicare $ 835  $ 836  $ 511  $ (1)  $ 325
Commercial and other 162  135  273  27  (138)
Military services 128  123  166  5  (43)
Allowance for doubtful accounts (69)  (79)  (96)  10  17

Total net receivables $ 1,056  $ 1,015  $ 854  41  161
Reconciliation to cash flow statement:          

Change in receivables from acquisition       (12)  —
Change in receivables disposed from sale of 
business       3  3

Change in receivables per cash flow statement 
resulting in cash used by operations       $ 32  $ 164

Medicare receivables are impacted by changes in revenue associated with individual and group Medicare membership changes as well as the timing of
accruals and related collections associated with the CMS risk-adjustment model.
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The decrease in commercial and other receivables in 2018 as compared to 2017, was due primarily to a decrease in our receivable associated with the
commercial risk adjustment provision of the Health Care Reform Law. This decrease corresponds with our exit from the Individual Commercial business.

Military services receivables at December 31, 2019, 2018, and 2017 primarily consist of administrative services only fees owed from the federal government
for administrative services provided under our TRICARE contracts. The 2017 balance also includes transition-in receivables under our T2017 East Region
contract collected in 2018.

Many provisions of the Health Care Reform Law became effective in 2014, including the non-deductible health insurance industry fee. The annual health
insurance industry fee was suspended for the calendar year 2017, but resumed in calendar year 2018.The annual health insurance industry fee was again suspended
in 2019, but will resume for calendar year 2020, not be deductible for income tax purposes, and significantly increase our effective tax rate. Under current law, the
health industry fee will be permanently repealed beginning in calendar year 2021. We paid the federal government annual health insurance industry fees of $1.04
billion in 2018.

In addition to the timing of payments of benefits expense, receipts for premiums and services revenues, and amounts due under the health insurance industry
fee provisions of the Health Care Reform Law, other items impacting operating cash flows include income tax payments and the timing of payroll cycles.

Cash Flow from Investing Activities
Our ongoing capital expenditures primarily relate to our information technology initiatives, support of services in our provider services operations including

medical and administrative facility improvements necessary for activities such as the provision of care to members, claims processing, billing and collections,
wellness solutions, care coordination, regulatory compliance and customer service. Total capital expenditures, excluding acquisitions, were $736 million in 2019,
$612 million in 2018, and $524 million in 2017.

In 2018, we completed the sale of our wholly-owned subsidiary KMG to CGIC. Upon closing, we funded the transaction with approximately $190 million of
parent company cash contributed into KMG, subject to customary adjustments, in addition to the transfer of approximately $160 million of statutory capital with
the sale. Total cash and cash equivalents, including parent company funding, disposed at the time of sale, was $805 million. See Note 3 to the consolidated
financial statements included in Item 8. – Financial Statements and Supplementary Data

During 2018 we paid cash consideration of approximately $1.1 billion to acquire a 40% minority interest in Kindred at Home, $169 million to acquire the
remaining interest in MCCI, and $185 million to acquire all of FPG, as discussed in Notes 3 and 4 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data.

We reinvested a portion of our operating cash flows in investment securities, primarily investment-grade fixed income securities, totaling $542 million, $221
million, and $2.4 billion, during 2019, 2018 and 2017 respectively.

Cash Flow from Financing Activities

Our financing cash flows are significantly impacted by the timing of claims payments and the related receipts from CMS associated with Medicare Part D
claim subsidies for which we do not assume risk. Monthly prospective payments from CMS for reinsurance and low-income cost subsidies are based on
assumptions submitted with our annual bid. Settlement of the reinsurance and low-income cost subsidies is based on a reconciliation made approximately 9 months
after the close of each calendar year. Claims payments were $560 million higher than receipts from CMS associated with Medicare Part D claim subsidies for
which we do not assume risk during 2019 and $653 million higher during 2018. Receipts from CMS associated with Medicare Part D claims subsidies for which
we do not assume risk were $1.9 billion higher than claims payments during 2017. Our net payable for CMS subsidies and brand name prescription drug discounts
was $229 million at December 31, 2019 compared to a net payable of $331 million at December 31, 2018.

Under our administrative services only TRICARE contract, health care cost payments for which we do not assume risk exceeded reimbursements from the
federal government by $63 million in 2019 and reimbursements from the federal
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government exceeded health care cost payments for which we do not assume risk by $38 million in 2018 and $11 million in 2017.

Claims payments associated with cost sharing provisions of the Health Care Reform Law for which we do not assume risk were $25 million in 2018. Claims
payments associated with cost sharing provisions of the Health Care Reform Law for which we do not assume risk were higher than reimbursements from HHS by
$44 million in 2017.

We repurchased common shares for $1.07 billion, $1.09 billion and $3.37 billion in 2019, 2018 and 2017 under share repurchase plans authorized by the
Board of Directors and in connection with employee stock plans.

As discussed further below, we paid dividends to stockholders of $291 million in 2019, $265 million in 2018, and $220 million in 2017.

We entered into a commercial paper program in October 2014. Net repayments of commercial paper were $360 million in 2019 and the maximum principal
amount outstanding at any one time during 2019 was $801 million. Net proceeds from the issuance of commercial paper were $485 million in 2018 and the
maximum principal amount outstanding at any one time during 2018 was $923 million. Net repayments of commercial paper were $153 million in 2017 and the
maximum principal amount outstanding at any one time during 2017 was $500 million.

In November 2018, we entered into a $1.0 billion term note agreement with a bank at a variable rate of interest due within one year. For a detailed discussion
of our debt please refer to Note 13 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

In August 2019, we issued $500 million of 3.125% senior notes due August 15, 2029 and $500 million of 3.950% senior notes due August 15, 2049. Our net
proceeds, reduced for the underwriters' discount and commission and offering expenses paid were $987 million. We used the net proceeds from this offering,
together with available cash, to repay the $650 million outstanding amount due under our term note in August 2019, and the $400 million aggregate principal
amount of our 2.625% senior notes due on maturity at October 1, 2019. In December 2017, we issued $400 million of 2.50% senior notes due December 15, 2020
and $400 million of 2.90% senior notes due December 15, 2022. Our net proceeds, reduced for the underwriters' discount and commission and offering expenses
paid as of December 31, 2017, were $794 million. We used the net proceeds, together with available cash, to fund the redemption of our $300 million aggregate
principal amount of 6.30% senior notes maturing in August 2018 and our $500 million aggregate principal amount of 7.20% senior notes maturing in June 2018 at
100% of the principal amount plus applicable premium for early redemption and accrued and unpaid interest to the redemption date, for cash totaling approximately
$829 million.

The remainder of the cash used in or provided by financing activities in 2019, 2018, and 2017 primarily resulted from proceeds from stock option exercises
and the change in book overdraft.

Future Sources and Uses of Liquidity

Dividends

For a detailed discussion of dividends to stockholders, please refer to Note 16 to the consolidated financial statements included in Item 8. – Financial
Statements and Supplementary Data.

Stock Repurchases

For a detailed discussion of stock repurchases, please refer to Note 16 to the consolidated financial statements included in Item 8. – Financial Statements and
Supplementary Data.

Debt

In February 2020, we entered into a new $1 billion term loan commitment with a bank that allows for up to three draws with the initial draw at a minimum of
$300 million that matures 1 year after the first draw, subject to a 1 year extension.  Following any initial draw, any unused commitments in excess of $300 million
expire on June 30, 2020,
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with the remaining commitments of up to $300 million available until September 30, 2020. If the initial draw has not been made by June 30, 2020, then all
commitments expire on June 30, 2020. The facility fee, interest rate and financial covenants are consistent with those of our revolving credit agreement. There is
no prepayment penalty.

For a detailed discussion of our debt, including our senior notes, credit agreement and commercial paper program, please refer to Note 13 to the consolidated
financial statements included in Item 8. – Financial Statements and Supplementary Data.

Acquisitions and Divestiture

For a detailed discussion of our acquisitions and divestitures, please refer to Notes 3 and 4 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data

Liquidity Requirements

We believe our cash balances, investment securities, operating cash flows, and funds available under our credit agreement and our commercial paper program
or from other public or private financing sources, taken together, provide adequate resources to fund ongoing operating and regulatory requirements, acquisitions,
future expansion opportunities, and capital expenditures for at least the next twelve months, as well as to refinance or repay debt, and repurchase shares.

Adverse changes in our credit rating may increase the rate of interest we pay and may impact the amount of credit available to us in the future. Our
investment-grade credit rating at December 31, 2019 was BBB+ according to Standard & Poor’s Rating Services, or S&P, and Baa3 according to Moody’s
Investors Services, Inc., or Moody’s. A downgrade by S&P to BB+ or by Moody’s to Ba1 triggers an interest rate increase of 25 basis points with respect to $250
million of our senior notes. Successive one notch downgrades increase the interest rate an additional 25 basis points, or annual interest expense by $1 million, up to
a maximum 100 basis points, or annual interest expense by $3 million.

In addition, we operate as a holding company in a highly regulated industry. Humana Inc., our parent company, is dependent upon dividends and
administrative expense reimbursements from our subsidiaries, most of which are subject to regulatory restrictions. We continue to maintain significant levels of
aggregate excess statutory capital and surplus in our state-regulated operating subsidiaries. Cash, cash equivalents, and short-term investments at the parent
company increased to $1.4 billion at December 31, 2019 from $578 million at December 31, 2018. This increase primarily reflects insurance subsidiaries
dividends, non-insurance subsidiaries' profits and net proceeds from debt issuance, partially offset by common stock repurchases, insurance subsidiaries' capital
contributions, repayment of debt and capital expenditures. Our use of operating cash derived from our non-insurance subsidiaries, such as our Healthcare Services
segment, is generally not restricted by Departments of Insurance (or comparable state regulatory agencies). Our regulated insurance subsidiaries paid dividends to
the parent of $1.8 billion in 2019, $2.3 billion in 2018, and $1.4 billion in 2017. Refer to our parent company financial statements and accompanying notes in
Schedule I - Parent Company Financial Information. The amount of ordinary dividends that may be paid to our parent company in 2020 is approximately $1
billion, in the aggregate. Actual dividends paid may vary due to consideration of excess statutory capital and surplus and expected future surplus requirements
related to, for example, premium volume and product mix.

Regulatory Requirements

For a detailed discussion of our regulatory requirements, including aggregate statutory capital and surplus as well as dividends paid from the subsidiaries to
the parent, please refer to Note 16 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.
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Contractual Obligations

We are contractually obligated to make payments for years subsequent to December 31, 2019 as follows:

  Payments Due by Period

  Total  
Less than

1 Year  1-3 Years  3-5 Years  
More than

5 Years

  (in millions)

Debt  $ 5,700  $ 700  $ 1,000  $ 600  $ 3,400
Interest (1)  3,348  226  418  349  2,355
Operating leases (2)  501  133  215  83  70
Purchase obligations (3)  2,503  922  1,136  346  99
Future policy benefits payable and other long-term liabilities (4)  478  26  226  65  161

Total  $ 12,530  $ 2,007  $ 2,995  $ 1,443  $ 6,085

(1) Interest includes the estimated contractual interest payments under our debt
agreements.

(2) We lease facilities, computer hardware, and other furniture and equipment under long-term operating leases that are noncancelable and expire on various
dates through 2046    . We sublease facilities or partial facilities to third party tenants for space not used in our operations which partially mitigates our
operating lease commitments. See also Note 10 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary
Data.

(3) Purchase obligations include agreements to purchase services, primarily information technology related services, or to make improvements to real estate, in
each case that are enforceable and legally binding on us and that specify all significant terms, including: fixed or minimum levels of service to be
purchased; fixed, minimum or variable price provisions; and the appropriate timing of the transaction. Purchase obligations exclude agreements that are
cancelable without penalty.

(4) Includes future policy benefits payable ceded to third parties through 100% coinsurance agreements as more fully described in Note 19 to the consolidated
financial statements included in Item 8. – Financial Statements and Supplementary Data. We expect the assuming reinsurance carriers to fund these
obligations and reflected these amounts as reinsurance recoverables included in other long-term assets on our consolidated balance sheet. Amounts payable
in less than one year are included in trade accounts payable and accrued expenses in the consolidated balance sheet.

Off-Balance Sheet Arrangements

As of December 31, 2019, we were not involved in any special purpose entity, or SPE, transactions. For a detailed discussion of off-balance sheet
arrangements, please refer to Note 17 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

Guarantees and Indemnifications

For a detailed discussion of our guarantees and indemnifications, please refer to Note 17 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data.

Government Contracts

For a detailed discussion of our government contracts, including our Medicare, Military, and Medicaid contracts, please refer to Note 17 to the consolidated
financial statements included in Item 8. – Financial Statements and Supplementary Data.
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Critical Accounting Policies and Estimates

The discussion and analysis of our financial condition and results of operations is based upon our consolidated financial statements and accompanying notes,
which have been prepared in accordance with accounting principles generally accepted in the United States of America. The preparation of these financial
statements and accompanying notes requires us to make estimates and assumptions that affect the amounts reported in the consolidated financial statements and
accompanying notes. We continuously evaluate our estimates and those critical accounting policies primarily related to benefits expense and revenue recognition
as well as accounting for impairments related to our investment securities, goodwill, and long-lived assets. These estimates are based on knowledge of current
events and anticipated future events and, accordingly, actual results ultimately may differ from those estimates. We believe the following critical accounting
policies involve the most significant judgments and estimates used in the preparation of our consolidated financial statements.

Benefits Expense Recognition

Benefits expense is recognized in the period in which services are provided and includes an estimate of the cost of services which have been incurred but not
yet reported, or IBNR. IBNR represents a substantial portion of our benefits payable as follows:

 December 31, 2019  
Percentage

of Total  December 31, 2018  
Percentage

of Total
 (dollars in millions)

IBNR $ 4,150  69.1%  $ 3,361  69.1%
Reported claims in process 628  10.5%  617  12.7%
Other benefits payable 1,226  20.4%  884  18.2%

Total benefits payable $ 6,004  100.0%  $ 4,862  100.0%

Our reserving practice is to consistently recognize the actuarial best point estimate within a level of confidence required by actuarial standards. For further
discussion of our reserving methodology, including our use of completion and claims per member per month trend factors to estimate IBNR, refer to Note 2 to the
consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

The completion and claims per member per month trend factors are the most significant factors impacting the IBNR estimate. The portion of IBNR estimated
using completion factors for claims incurred prior to the most recent two months is generally less variable than the portion of IBNR estimated using trend factors.
The following table illustrates the sensitivity of these factors assuming moderately adverse experience and the estimated potential impact on our operating results
caused by reasonably likely changes in these factors based on December 31, 2019 data:

Completion Factor (a):  Claims Trend Factor (b):
Factor

Change (c)  
Decrease in

Benefits Payable  
Factor

Change (c)  
Decrease in

Benefits Payable
(dollars in millions)

0.70%  $(308)  (3.00)%  $(270)
0.60%  $(264)  (2.75)%  $(248)
0.50%  $(220)  (2.50)%  $(225)
0.40%  $(176)  (2.25)%  $(203)
0.30%  $(132)  (2.00)%  $(180)
0.20%  $(88)  (1.75)%  $(158)
0.10%  $(44)  (1.50)%  $(135)

(a) Reflects estimated potential changes in benefits payable at December 31, 2019 caused by changes in completion factors for incurred months prior to the
most recent two months.
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(b) Reflects estimated potential changes in benefits payable at December 31, 2019 caused by changes in annualized claims trend used for the estimation of per
member per month incurred claims for the most recent two months.

(c) The factor change indicated represents the percentage point
change.

The following table provides a historical perspective regarding the accrual and payment of our benefits payable, excluding military services. Components of
the total incurred claims for each year include amounts accrued for current year estimated benefits expense as well as adjustments to prior year estimated accruals.
Refer to Note 11 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data for Retail and Group and Specialty
segment tables including information about incurred and paid claims development as of December 31, 2019, net of reinsurance, as well as cumulative claim
frequency and the total of IBNR included within the net incurred claims amounts.

  2019  2018  2017

  (in millions)

Balances at January 1  $ 4,862  $ 4,668  $ 4,563
Less: Reinsurance recoverables  (95)  (70)  (76)
Balances at January 1, net  4,767  4,598  4,487
Incurred related to:       

Current year  54,193  46,385  44,001
Prior years  (336)  (503)  (483)

Total incurred  53,857  45,882  43,518
Paid related to:       

Current year  (48,421)  (41,736)  (39,496)
Prior years  (4,267)  (3,977)  (3,911)

Total paid  (52,688)  (45,713)  (43,407)
Reinsurance recoverable  68  95  70
Balances at December 31  $ 6,004  $ 4,862  $ 4,668
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The following table summarizes the changes in estimate for incurred claims related to prior years attributable to our key assumptions. As previously
described, our key assumptions consist of trend and completion factors estimated using an assumption of moderately adverse conditions. The amounts below
represent the difference between our original estimates and the actual benefits expense ultimately incurred as determined from subsequent claim payments.

 Favorable Development by Changes in Key Assumptions

 2019  2018  2017

 Amount  
Factor

Change (a)  Amount  
Factor

Change (a)  Amount  
Factor

Change (a)
 (dollars in millions)

Trend factors $ (233)  (3.1)%  $ (229)  (3.3)%  $ (279)  (2.7)%
Completion factors (103)  (0.3)%  (274)  (0.8)%  (204)  (0.7)%

Total $ (336)    $ (503)    $ (483)   

(a) The factor change indicated represents the percentage point
change.

As previously discussed, our reserving practice is to consistently recognize the actuarial best estimate of our ultimate liability for claims. Actuarial standards
require the use of assumptions based on moderately adverse experience, which generally results in favorable reserve development, or reserves that are considered
redundant. We experienced favorable medical claims reserve development related to prior fiscal years of $336 million in 2019, $503 million in 2018, and $483
million in 2017. The table below details our favorable medical claims reserve development related to prior fiscal years by segment for 2019, 2018, and 2017.

 
(Favorable) Unfavorable Medical Claims Reserve

Development  Change

 2019  2018  2017  2019  2018
 (in millions)

Retail Segment $ (386)  $ (398)  $ (386)  $ 12  $ (12)
Group and Specialty Segment 50  (46)  (40)  96  (6)
Individual Commercial Segment —  (57)  (56)  57  (1)
Other Businesses —  (2)  (1)  2  (1)
Total $ (336)  $ (503)  $ (483)  $ 167  $ (20)

The favorable medical claims reserve development for 2019, 2018, and 2017 primarily reflects the consistent application of trend and completion factors
estimated using an assumption of moderately adverse conditions. Our favorable development for each of the years presented above is discussed further in Note 11
to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

We continually adjust our historical trend and completion factor experience with our knowledge of recent events that may impact current trends and
completion factors when establishing our reserves. Because our reserving practice is to consistently recognize the actuarial best point estimate using an assumption
of moderately adverse conditions as required by actuarial standards, there is a reasonable possibility that variances between actual trend and completion factors
and those assumed in our December 31, 2019 estimates would fall towards the middle of the ranges previously presented in our sensitivity table.

There was no benefit expense excluded from the previous table for the years ended December 31, 2019 and 2018. Benefits expense reduced by $22 million
associated with future policy benefits for the year ended December 31, 2017 was excluded from the previous table.
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Revenue Recognition

We generally establish one-year commercial membership contracts with employer groups, subject to cancellation by the employer group on 30-day written
notice. Our Medicare contracts with CMS renew annually. Our military services contracts with the federal government and certain contracts with various state
Medicaid programs generally are multi-year contracts subject to annual renewal provisions.

We receive monthly premiums from the federal government and various states according to government specified payment rates and various contractual
terms. We bill and collect premium from employer groups and members in our Medicare and other individual products monthly. Changes in premium revenues
resulting from the periodic changes in risk-adjustment scores derived from medical diagnoses for our membership are estimated by projecting the ultimate annual
premium and recognized ratably during the year with adjustments each period to reflect changes in the ultimate premium.

Premiums revenue is estimated by multiplying the membership covered under the various contracts by the contractual rates. Premiums revenue is recognized
as income in the period members are entitled to receive services, and is net of estimated uncollectible amounts, retroactive membership adjustments, and
adjustments to recognize rebates under the minimum benefit ratios required under the Health Care Reform Law. We estimate policyholder rebates by projecting
calendar year minimum benefit ratios for the small group and large group markets, as defined by the Health Care Reform Law using a methodology prescribed by
HHS, separately by state and legal entity. Medicare Advantage products are also subject to minimum benefit ratio requirements under the Health Care Reform
Law. Estimated calendar year rebates recognized ratably during the year are revised each period to reflect current experience. Retroactive membership adjustments
result from enrollment changes not yet processed, or not yet reported by an employer group or the government. We routinely monitor the collectability of specific
accounts, the aging of receivables, historical retroactivity trends, estimated rebates, as well as prevailing and anticipated economic conditions, and reflect any
required adjustments in current operations. Premiums received prior to the service period are recorded as unearned revenues.

Medicare Risk-Adjustment Provisions

CMS utilizes a risk-adjustment model which apportions premiums paid to Medicare Advantage, or MA, plans according to health severity. The risk-
adjustment model, which CMS implemented pursuant to the Balanced Budget Act of 1997(BBA) and the Benefits Improvement and Protection Act of 2000
(BIPA), generally pays more for enrollees with predictably higher costs. Under the risk-adjustment methodology, all MA plans must collect and submit the
necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician providers to CMS within prescribed deadlines. The CMS risk-
adjustment model uses this diagnosis data to calculate the risk-adjusted premium payment to MA plans. Rates paid to MA plans are established under an actuarial
bid model, including a process that bases our payments on a comparison of our beneficiaries’ risk scores, derived from medical diagnoses, to those enrolled in the
government’s Medicare FFS program. We generally rely on providers, including certain providers in our network who are our employees, to code their claim
submissions with appropriate diagnoses, which we send to CMS as the basis for our payment received from CMS under the actuarial risk-adjustment model. We
also rely on providers to appropriately document all medical data, including the diagnosis data submitted with claims. CMS is phasing-in the process of calculating
risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data from the Encounter Data System, or EDS. The RAPS
process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses that satisfy those guidelines. For submissions through EDS,
CMS requires MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering logic to determine the risk scores. For 2019, 25% of the
risk score was calculated from claims data submitted through EDS. CMS will increase that percentage to 50% in 2020 and has proposed to increase that
percentage to 75% in 2021. The phase-in from RAPS to EDS could result in different risk scores from each dataset as a result of plan processing issues, CMS
processing issues, or filtering logic differences between RAPS and EDS, and could have a material adverse effect on our results of operations, financial position,
or cash flows. We estimate risk-adjustment revenues based on medical diagnoses for our membership. The risk-adjustment model, including CMS changes to the
submission process, is more fully described in Item 1. – Business under the section titled “Individual Medicare,” and in Item 1A. - Risk Factors.
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Investment Securities

Investment securities totaled $11.4 billion, or 39% of total assets at December 31, 2019, and $10.4 billion, or 41% of total assets at December 31, 2018. The
investment portfolio was primarily comprised of debt securities, detailed below, at December 31, 2019 and entirely at December 31, 2018. The fair value of debt
securities were as follows at December 31, 2019 and 2018:

  12/31/2019  
Percentage

of Total  12/31/2018  
Percentage

of Total

         

  (dollars in millions)

U.S. Treasury and other U.S. government corporations and
agencies:         

U.S. Treasury and agency obligations  $ 354  3.1%  $ 417  4.0%
Mortgage-backed securities  3,710  32.6%  2,544  24.4%

Tax-exempt municipal securities  1,463  12.9%  2,771  26.5%
Mortgage-backed securities:         

Residential  —  —%  55  0.5%
Commercial  804  7.1%  523  5.0%

Asset-backed securities  1,093  9.6%  985  9.4%
Corporate debt securities  3,947  34.7%  3,142  30.2%

Total debt securities  $ 11,371  100.0%  $ 10,437  100.0%

Approximately 96% of our debt securities were investment-grade quality, with a weighted average credit rating of AA by S&P at December 31, 2019. Most of
the debt securities that were below investment-grade were rated BB, the higher end of the below investment-grade rating scale. Tax-exempt municipal securities
were diversified among general obligation bonds of states and local municipalities in the United States as well as special revenue bonds issued by municipalities to
finance specific public works projects such as utilities, water and sewer, transportation, or education. Our general obligation bonds are diversified across the United
States with no individual state exceeding 1% of our total debt securities. Our investment policy limits investments in a single issuer and requires diversification
among various asset types.
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Gross unrealized losses and fair values aggregated by investment category and length of time that individual securities have been in a continuous unrealized
loss position were as follows at December 31, 2019:

  Less than 12 months  12 months or more  Total
 

 
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses 

  (in millions)

 December 31, 2019            

 U.S. Treasury and other U.S. government 
corporations and agencies:            

 U.S. Treasury and agency obligations $ 48  $ —  $ 23  $ —  $ 71  $ —
 Mortgage-backed securities 315  (1)  204  (2)  519  (3)
 Tax-exempt municipal securities 58  —  75  —  133  —
 Mortgage-backed securities:            
 Residential —  —  —  —  —  —
 Commercial 118  —  36  —  154  —
 Asset-backed securities 20  —  607  (3)  627  (3)
 Corporate debt securities 589  (2)  155  —  744  (2)
 Total debt securities $ 1,148  $ (3)  $ 1,100  $ (5)  $ 2,248  $ (8)

Under the other-than-temporary impairment model for debt securities held, we recognize an impairment loss in income in an amount equal to the full
difference between the amortized cost basis and the fair value when we have the intent to sell the debt security or it is more likely than not we will be required to
sell the debt security before recovery of our amortized cost basis. However, if we do not intend to sell the debt security, we evaluate the expected cash flows to be
received as compared to amortized cost and determine if a credit loss has occurred. In the event of a credit loss, only the amount of the impairment associated with
the credit loss is recognized currently in income with the remainder of the loss recognized in other comprehensive income.

When we do not intend to sell a security in an unrealized loss position, potential other-than-temporary impairment is considered using a variety of factors,
including the length of time and extent to which the fair value has been less than cost; adverse conditions specifically related to the industry, geographic area or
financial condition of the issuer or underlying collateral of a security; payment structure of the security; changes in credit rating of the security by the rating
agencies; the volatility of the fair value changes; and changes in fair value of the security after the balance sheet date. For debt securities, we take into account
expectations of relevant market and economic data. For example, with respect to mortgage and asset-backed securities, such data includes underlying loan level
data and structural features such as seniority and other forms of credit enhancements. A decline in fair value is considered other-than-temporary when we do not
expect to recover the entire amortized cost basis of the security. We estimate the amount of the credit loss component of a debt security as the difference between
the amortized cost and the present value of the expected cash flows of the security. The present value is determined using the best estimate of future cash flows
discounted at the implicit interest rate at the date of purchase. The risks inherent in assessing the impairment of an investment include the risk that market factors
may differ from our expectations, facts and circumstances factored into our assessment may change with the passage of time, or we may decide to subsequently
sell the investment. The determination of whether a decline in the value of an investment is other than temporary requires us to exercise significant diligence and
judgment. The discovery of new information and the passage of time can significantly change these judgments. The status of the general economic environment
and significant changes in the national securities markets influence the determination of fair value and the assessment of investment impairment. There is a
continuing risk that declines in fair value may occur and additional material realized losses from sales or other-than-temporary impairments may be recorded in
future periods.
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All issuers of securities we own that were trading at an unrealized loss at December 31, 2019 remain current on all contractual payments. After taking into
account these and other factors previously described, we believe these unrealized losses primarily were caused by an increase in market interest rates in the current
markets since the time the securities were purchased. At December 31, 2019, we did not intend to sell the securities with an unrealized loss position in accumulated
other comprehensive income, and it is not likely that we will be required to sell these securities before recovery of their amortized cost basis. As a result, we
believe that the securities with an unrealized loss were not other-than-temporarily impaired at December 31, 2019. There were no material other-than-temporary
impairments in 2019, 2018, or 2017.

Goodwill and Long-lived Assets

At December 31, 2019, goodwill and other long-lived assets represented 21% of total assets and 50% of total stockholders’ equity, compared to 23% and 58%,
respectively, at December 31, 2018.

We are required to test at least annually for impairment at a level of reporting referred to as the reporting unit, and more frequently if adverse events or
changes in circumstances indicate that the asset may be impaired. A reporting unit either is our operating segments or one level below the operating segments,
referred to as a component, which comprise our reportable segments. A component is considered a reporting unit if the component constitutes a business for which
discrete financial information is available that is regularly reviewed by management. We are required to aggregate the components of an operating segment into
one reporting unit if they have similar economic characteristics. Goodwill is assigned to the reporting unit that is expected to benefit from a specific acquisition.

We use the one-step process to review goodwill for impairment to determine both the existence and amount of goodwill impairment, if any. Our strategy, long-
range business plan, and annual planning process support our goodwill impairment tests. These tests are performed, at a minimum, annually in the fourth quarter,
and are based on an evaluation of future discounted cash flows. We rely on this discounted cash flow analysis to determine fair value. However outcomes from the
discounted cash flow analysis are compared to other market approach valuation methodologies for reasonableness. We use discount rates that correspond to a
market-based weighted-average cost of capital and terminal growth rates that correspond to long-term growth prospects, consistent with the long-term inflation
rate. Key assumptions in our cash flow projections, including changes in membership, premium yields, medical and operating cost trends, and certain government
contract extensions, are consistent with those utilized in our long-range business plan and annual planning process. If these assumptions differ from actual,
including the impact of the Health Care Reform Law or changes in Government rates, the estimates underlying our goodwill impairment tests could be adversely
affected. Goodwill impairment tests completed in each of the last three years did not result in an impairment loss. The fair value of our reporting units with
significant goodwill exceeded carrying amounts by a substantial margin. A 100 basis point increase in the discount rate would not have a significant impact on the
amount of margin for any of our reporting units with significant goodwill, with the exception of our clinical and provider reporting units in our Healthcare Services
segment. Our clinical and provider reporting units primarily provide services to our Retail members. A significant increase in the discount rate, decrease in the
long-term growth rate, or substantial reductions in our underlying cash flow assumptions, including revenue growth rates, medical and operating cost trends, and
projected operating income, could have a negative impact on the estimated fair value of these reporting units. The clinical reporting unit had a fair value of $544
million which exceeded its carrying value of $533 million by $11 million or 2%. If the discount rate increased 100 basis points, then the clinical reporting unit
would incur an impairment loss of approximately $62 million. The provider reporting unit had a fair value of $2.3 billion which exceeded its carrying value of $1.3
billion by $1.0 billion or 78%. The provider reporting unit estimate of fair value relies on multiple assumptions regarding the underlying long-term cash flows, any
one of which may be significantly impacted by future changes in estimates and may negatively impact fair value. The clinical and provider reporting units account
for $524 million and $761 million, respectively, of goodwill. Impairment tests completed for 2019, 2018, and 2017 did not result in an impairment loss.

Long-lived assets consist of property and equipment and other finite-lived intangible assets. These assets are depreciated or amortized over their estimated
useful life, and are subject to impairment reviews. We periodically review long-lived assets whenever adverse events or changes in circumstances indicate the
carrying value of the asset may not be recoverable. In assessing recoverability, we must make assumptions regarding estimated future cash flows and other factors
to determine if an impairment loss may exist, and, if so, estimate fair value. We also must estimate and make assumptions regarding the useful life we assign to our
long-lived assets. If these estimates or their related assumptions
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change in the future, we may be required to record impairment losses or change the useful life, including accelerating depreciation or amortization for these assets.
There were no material impairment losses in the last three years.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Our earnings and financial position are exposed to financial market risk, including those resulting from changes in interest rates.

The level of our pretax earnings is subject to market risk due to changes in interest rates and the resulting impact on investment income and interest expense.
In the past we have, and in the future we may enter into interest rate swap agreements depending on market conditions and other factors. Amounts borrowed under
the revolving credit portion of our $2.0 billion unsecured revolving credit agreement bear interest at either LIBOR plus a spread or the base rate plus a spread.
There were no borrowings outstanding under our credit agreement at December 31, 2019 or December 31, 2018.

Interest rate risk also represents a market risk factor affecting our consolidated financial position due to our significant investment portfolio, consisting
primarily of fixed maturity securities of investment-grade quality with a weighted average S&P credit rating of AA at December 31, 2019. Our net unrealized
position increased $415 million from a net unrealized loss position of $204 million at December 31, 2018 to a net unrealized gain position of $211 million at
December 31, 2019. At December 31, 2019, we had gross unrealized losses of $8 million on our investment portfolio primarily due to an increase in market interest
rates since the time the securities were purchased. There were no material other-than-temporary impairments during 2019. While we believe that these impairments
are temporary and we currently do not have the intent to sell such securities, given the current market conditions and the significant judgments involved, there is a
continuing risk that future declines in fair value may occur and material realized losses from sales or other-than-temporary impairments may be recorded in future
periods.

Duration is the time-weighted average of the present value of the bond portfolio’s cash flow. Duration is indicative of the relationship between changes in fair
value and changes in interest rates, providing a general indication of the sensitivity of the fair values of our fixed maturity securities to changes in interest rates.
However, actual fair values may differ significantly from estimates based on duration. The average duration of our investment portfolio, including cash and cash
equivalents, was approximately 2.5 years as of December 31, 2019 and 2.9 years as of December 31, 2018. Based on the duration including cash equivalents, a 1%
increase in interest rates would generally decrease the fair value of our securities by approximately $373 million.

We have also evaluated the impact on our investment income and interest expense resulting from a hypothetical change in interest rates of 100, 200, and 300
basis points over the next twelve-month period, as reflected in the following table. The evaluation was based on our investment portfolio and our outstanding
indebtedness at December 31, 2019 and 2018. Our investment portfolio consists of cash, cash equivalents, and investment securities. The modeling technique used
to calculate the pro forma net change in pretax earnings considered the cash flows related to fixed income investments and debt, which are subject to interest rate
changes during a prospective twelve-month period. This evaluation measures parallel shifts in interest rates and may not account for certain unpredictable events
that may affect interest income, including unexpected changes of cash flows into and out of the portfolio, changes in the asset allocation, including shifts between
taxable and tax-exempt securities, and spread changes specific to various investment categories. In the past ten years, changes in 10 year US treasury rates during
the year have not exceeded 300 basis points, have changed between 200 and 300 basis points once, have changed between 100 and 200 basis points four times,
and have changed by less than 100 basis points five times.
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Increase (decrease) in
pretax earnings given an
interest rate decrease of

X basis points  

Increase (decrease) in
pretax earnings given an
interest rate increase of

X basis points

  (300)  (200)  (100)  100  200  300

  (in millions)

As of December 31, 2019             
Investment income (a)  $ (150)  $ (133)  $ (79)  $ 78  $ 157  $ 235
Interest expense (b)  10  9  4  (4)  (9)  (13)

Pretax  $ (140)  $ (124)  $ (75)  $ 74  $ 148  $ 222

As of December 31, 2018             
Investment income (a)  $ (154)  $ (114)  $ (57)  $ 58  $ 116  $ 175
Interest expense (b)  31  20  10  (10)  (20)  (31)

Pretax  $ (123)  $ (94)  $ (47)  $ 48  $ 96  $ 144

(a) As of December 31, 2019 and 2018, some of our investments had interest rates below 2% so the assumed hypothetical change in pretax earnings does not
reflect the full 2% point reduction.

(b) The interest rate under our senior notes is fixed. There were no borrowings outstanding under the credit agreement at December 31, 2019 or December 31,
2018. There was $300 million and $645 million outstanding under our commercial paper program at December 31, 2019 and 2018, respectively. As of
December 31, 2019, our interest rate under our commercial paper program was less than 3% so the assumed hypothetical change in pretax earnings does
not reflect the full 3% point reduction.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Humana Inc.

CONSOLIDATED BALANCE SHEETS

 December 31,

 2019  2018

 
(in millions, except

share amounts)

ASSETS    
Current assets:    

Cash and cash equivalents $ 4,054  $ 2,343
Investment securities 10,972  10,026
Receivables, less allowance for doubtful accounts 
of $69 in 2019 and $79 in 2018 1,056  1,015
Other current assets 3,806  3,564

Total current assets 19,888  16,948
Property and equipment, net 1,955  1,735
Long-term investment securities 406  411
Goodwill 3,928  3,897
Equity method investment in Kindred at Home 1,063  1,047
Other long-term assets 1,834  1,375

Total assets $ 29,074  $ 25,413

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Benefits payable $ 6,004  $ 4,862
Trade accounts payable and accrued expenses 3,754  3,067
Book overdraft 225  171
Unearned revenues 247  283
Short-term debt 699  1,694

Total current liabilities 10,929  10,077
Long-term debt 4,967  4,375
Future policy benefits payable 206  219
Other long-term liabilities 935  581

Total liabilities 17,037  15,252
Commitments and contingencies (Note 17)  
Stockholders’ equity:    

Preferred stock, $1 par; 10,000,000 shares authorized; none issued —  —
Common stock, $0.16 2/3 par; 300,000,000 shares authorized; 
198,629,992 shares issued at December 31, 2019 and 198,594,841 
shares issued at December 31, 2018 33  33
Capital in excess of par value 2,820  2,535
Retained earnings 17,483  15,072
Accumulated other comprehensive income (loss) 156  (159)
Treasury stock, at cost, 66,524,771 shares at December 31, 2019 
and 63,028,169 shares at December 31, 2018 (8,455)  (7,320)

Total stockholders’ equity 12,037  10,161
Total liabilities and stockholders’ equity $ 29,074  $ 25,413

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF INCOME

 For the year ended December 31,

 2019  2018  2017
 (in millions, except per share results)

Revenues:      
Premiums $ 62,948  $ 54,941  $ 52,380
Services 1,439  1,457  982
Investment income 501  514  405

Total revenues 64,888  56,912  53,767
Operating expenses:      

Benefits 53,857  45,882  43,496
Operating costs 7,381  7,525  6,567
Merger termination fee and related costs, net —  —  (936)
Depreciation and amortization 458  405  378

Total operating expenses 61,696  53,812  49,505
Income from operations 3,192  3,100  4,262
Loss on sale of business —  786  —
Interest expense 242  218  242
Other (income) expense, net (506)  33  —
Income before income taxes and equity in net earnings 3,456  2,063  4,020
Provision for income taxes 763  391  1,572
Equity in net earnings of Kindred at Home 14  11  —
Net income $ 2,707  $ 1,683  $ 2,448

Basic earnings per common share $ 20.20  $ 12.24  $ 16.94

Diluted earnings per common share $ 20.10  $ 12.16  $ 16.81

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

 For the year ended December 31,

 2019  2018  2017
 (in millions)

Net income $ 2,707 $ 1,683 $ 2,448
Other comprehensive income (loss):      

Change in gross unrealized investment losses/gains 450  (189)  149
Effect of income taxes (105)  51  (55)

Total change in unrealized investment 
gains/losses, net of tax 345  (138)  94

Reclassification adjustment for net realized 
gains included in investment income (34)  (53)  (14)
Effect of income taxes 8  17  5

Total reclassification adjustment, net of tax (26)  (36)  (9)
Other comprehensive income (loss), net of tax 319  (174)  85
Comprehensive income attributable to our equity method
investment in Kindred at Home (4)  (4)  —
Comprehensive income $ 3,022  $ 1,505  $ 2,533

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

 Common Stock  
Capital In
Excess of
Par Value  

Retained
Earnings  

Accumulated
Other

Comprehensive
Income (Loss)  

Treasury
Stock  

Total
Stockholders’

Equity 
Issued
Shares  Amount  

 (dollars in millions, share amounts in thousands)

Balances, January 1, 2017 198,495  $ 33  $ 2,562  $ 11,454  $ (66)  $ (3,298)  $ 10,685

Net income    2,448    2,448

Other comprehensive income     85   85

Common stock repurchases   (200)    (3,165)  (3,365)
Dividends and dividend 
equivalents   —  (232)    (232)

Stock-based compensation   157     157

Restricted stock unit vesting —  —  (138)    138  —

Stock option exercises 77  —  64    —  64

Balances, December 31, 2017 198,572  33  2,445  13,670  19  (6,325)  9,842

Net income      1,683      1,683

Other comprehensive loss      (4)  (178)    (182)

Common stock repurchases    50      (1,140)  (1,090)
Dividends and dividend 
equivalents    —  (277)      (277)

Stock-based compensation    137        137

Restricted stock unit vesting —  —  (145)      145  —

Stock option exercises 23  —  48      —  48

Balances, December 31, 2018 198,595  33  2,535  15,072  (159)  (7,320)  10,161

Net income       2,707      2,707

Other comprehensive income        315    315

Common stock repurchases     150      (1,220)  (1,070)
Dividends and dividend 
equivalents     —  (296)      (296)

Stock-based compensation     163        163

Restricted stock unit vesting 32  —  (48)      48  —

Stock option exercises 3  —  20      37  57

Balances, December 31, 2019 198,630  $ 33  $ 2,820  $ 17,483  $ 156  $ (8,455)  $ 12,037

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF CASH FLOW

 For the year ended December 31,

 2019  2018  2017
 (in millions)
Cash flows from operating activities   

Net income $ 2,707  $ 1,683  $ 2,448
Adjustments to reconcile net income to net cash provided by operating activities:   

Loss on sale of business —  786  —
Net realized capital gains (62)  (90)  (14)
Equity in net earnings of Kindred at Home (14)  (11)  —
Stock compensation 163  137  157
Depreciation 505  444  410
Amortization 70  90  75
Provision for deferred income taxes 162  194  132
Changes in operating assets and liabilities, net of effect of businesses acquired and
dispositions:   

Receivables (32)  (164)  426
Other assets 118  (484)  (582)
Benefits payable 1,142  252  105
Other liabilities 471  (676)  641
Unearned revenues (36)  (95)  98

Other 90  107  155
Net cash provided by operating activities 5,284  2,173  4,051

Cash flows from investing activities   
Acquisitions, net of cash acquired —  (354)  (31)
Purchase of equity method investment in Kindred at Home —  (1,095)  —
Cash transferred in sale of business —  (805)  —
Purchases of property and equipment (736)  (612)  (524)
Purchases of investment securities (6,361)  (4,687)  (6,265)
Maturities of investment securities 1,733  972  1,111
Proceeds from sales of investment securities 4,086  3,494  2,768

Net cash used in investing activities (1,278)  (3,087)  (2,941)
Cash flows from financing activities   

(Receipts) withdrawals from contract deposits, net (623)  (640)  1,823
Proceeds from issuance of senior notes, net 987  —  1,779
(Repayments) proceeds from issuance of commercial paper, net (360)  485  (153)
Proceeds from term loan —  1,000  —
Repayment of term loan (650)  (350)  —
Repayment of long-term debt (400)  —  (800)
Common stock repurchases (1,070)  (1,090)  (3,365)
Dividends paid (291)  (265)  (220)
Change in book overdraft 54  30  (71)
Proceeds from stock option exercises & other 58  45  62

Net cash used in financing activities (2,295)  (785)  (945)
Increase (decrease) in cash and cash equivalents 1,711  (1,699)  165
Cash and cash equivalents at beginning of period 2,343  4,042  3,877
Cash and cash equivalents at end of period $ 4,054  $ 2,343  $ 4,042
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Humana Inc.
CONSOLIDATED STATEMENTS OF CASH FLOW—(Continued)

 For the year ended December 31,

 2019  2018  2017
Supplemental cash flow disclosures: (in millions)

Interest payments $ 212  $ 195  $ 216
Income tax payments, net $ 518  $ 631  $ 1,498

Details of businesses acquired in purchase transactions:      
Fair value of assets acquired, net of cash acquired $ 28  $ 392  $ 31
Less: Fair value of liabilities assumed (28)  (38)  —
Cash paid for acquired businesses, net of cash acquired $ —  $ 354  $ 31

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. REPORTING ENTITY

Nature of Operations

Humana Inc., headquartered in Louisville, Kentucky, is a leading health and well-being company committed to helping our millions of medical and specialty
members achieve their best health. Our successful history in care delivery and health plan administration is helping us create a new kind of integrated care with the
power to improve health and well‐being and lower costs. Our efforts are leading to a better quality of life for people with Medicare, families, individuals, military
service personnel, and communities at large. To accomplish that, we support physicians and other health care professionals as they work to deliver the right care in
the right place for their patients, our members. Our range of clinical capabilities, resources and tools, such as in‐home care, behavioral health, pharmacy services,
data analytics and wellness solutions, combine to produce a simplified experience that makes health care easier to navigate and more effective. References
throughout these notes to consolidated financial statements to “we,” “us,” “our,” “Company,” and “Humana,” mean Humana Inc. and its subsidiaries. We derived
approximately 82% of our total premiums and services revenue from contracts with the federal government in 2019, including 15% related to our federal
government contracts with the Centers for Medicare and Medicaid Services, or CMS, to provide health insurance coverage for individual Medicare Advantage
members in Florida. CMS is the federal government’s agency responsible for administering the Medicare program.    

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

Our financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United States of America.
Our consolidated financial statements include the accounts of Humana Inc. and subsidiaries that the Company controls, including variable interest entities
associated with medical practices for which we are the primary beneficiary. We do not own many of our medical practices but instead enter into exclusive
management agreements with the affiliated Professional Associations, or P.A.s, that operate these medical practices. Based upon the provisions of these
agreements, these affiliated P.A.s are variable interest entities and we are the primary beneficiary, and accordingly we consolidate the affiliated P.A.s. All
significant intercompany balances and transactions have been eliminated.

The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America requires us to make
estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. The areas involving the most
significant use of estimates are the estimation of benefits payable, the impact of risk adjustment provisions related to our Medicare contracts, the valuation and
related impairment recognition of investment securities, and the valuation and related impairment recognition of long-lived assets, including goodwill. These
estimates are based on knowledge of current events and anticipated future events, and accordingly, actual results may ultimately differ materially from those
estimates.

Workforce Optimization

We initiated involuntary workforce reduction programs during 2019 and 2017, as well as a voluntary early retirement program during 2017. These programs
impacted approximately 1,000 associates in 2019 and 3,600 associates in 2017. As a result, we recorded charges of $47 million in 2019 and $148 million in
2017. Payments under these programs are made upon termination during the early retirement or severance pay period. The 2017 workforce optimization obligation
was $12 million at December 31, 2018 and was fully settled as of December 31, 2019. The remaining 2019 workforce optimization obligation was $45 million as
of December 31, 2019.
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Aetna Merger

On February 16, 2017, under the terms of the Agreement and Plan of Merger, or Merger Agreement, with Aetna Inc., and certain wholly owned subsidiaries of
Aetna Inc., which we collectively refer to as Aetna, we received a breakup fee of $1 billion from Aetna, which is included in our consolidated statement of income
in the line captioned "Merger termination fee and related costs, net."

Health Care Reform

The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation Act of 2010 (which we collectively refer to as the Health
Care Reform Law) enacted significant reforms to various aspects of the U.S. health insurance industry. Certain of these reforms became effective January 1, 2014,
including an annual insurance industry premium-based fee and the establishment of federally-facilitated or state-based exchanges. Operating results for our
individual commercial medical business compliant with the Health Care Reform Law were challenged primarily due to unanticipated modifications in the program
subsequent to the passing of the Health Care Reform Law, resulting in higher covered population morbidity and the ensuing enrollment and claims issues causing
volatility in claims experience. As a result of these and other factors, we exited our individual commercial medical business effective January 1, 2018.

The annual premium-based fee on health insurers is not deductible for tax purposes. We estimate a liability for the health insurance industry fee and record it
in full once qualifying insurance coverage is provided in the applicable calendar year in which the fee is payable with a corresponding deferred cost that is
amortized ratably to expense over the same calendar year. We record the liability for the health insurance industry fee in trade accounts payable and accrued
expenses and record the deferred cost in other current assets in our consolidated financial statements. We pay the health insurance industry fee in September or
October of each year. The Consolidated Appropriations Act enacted on December 18, 2015, included a one year suspension in 2017 of the health insurance
industry fee. In 2018, we paid the federal government $1.04 billion for the annual health insurance industry fee attributed to calendar year 2018. The Continuing
Resolution bill, H.R. 195, enacted on January 22, 2018, included a one year suspension in 2019 of the health insurance industry fee, but the fee will resume for
calendar year 2020. The Further Consolidated Appropriations Act, 2020, enacted on December 20, 2019, permanently repealed the health insurance industry fee
beginning in calendar year 2021.

Cash and Cash Equivalents

Cash and cash equivalents include cash, time deposits, money market funds, commercial paper, other money market instruments, and certain U.S. Government
securities with an original maturity of three months or less. Carrying value approximates fair value due to the short-term maturity of the investments.

Investment Securities

Investment securities, which consist primarily of debt securities, have been categorized as available for sale and, as a result, are stated at fair value. Investment
securities available for current operations are classified as current assets. Investment securities available for our long-term insurance products and professional
liability funding requirements, as well as restricted statutory deposits, are classified as long-term assets. For the purpose of determining gross realized gains and
losses, which are included as a component of investment income in the consolidated statements of income, the cost of investment securities sold is based upon
specific identification. Unrealized holding gains and losses, net of applicable deferred taxes, are included as a component of stockholders’ equity and
comprehensive income until realized from a sale or other-than-temporary impairment.

Under the other-than-temporary impairment model for debt securities held, we recognize an impairment loss in income in an amount equal to the full
difference between the amortized cost basis and the fair value when we have the intent to sell the debt security or it is more likely than not we will be required to
sell the debt security before recovery of our amortized cost basis. However, if we do not intend to sell the debt security, we evaluate the expected cash flows to be
received as compared to amortized cost and determine if a credit loss has occurred. In the event of a credit loss,
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only the amount of the impairment associated with the credit loss is recognized currently in income with the remainder of the loss recognized in other
comprehensive income.

When we do not intend to sell a security in an unrealized loss position, potential other-than-temporary impairment is considered using a variety of factors,
including the length of time and extent to which the fair value has been less than cost; adverse conditions specifically related to the industry, geographic area or
financial condition of the issuer or underlying collateral of a security; payment structure of the security; changes in credit rating of the security by the rating
agencies; the volatility of the fair value changes; and changes in fair value of the security after the balance sheet date. For debt securities, we take into account
expectations of relevant market and economic data. For example, with respect to mortgage and asset-backed securities, such data includes underlying loan level
data and structural features such as seniority and other forms of credit enhancements. A decline in fair value is considered other-than-temporary when we do not
expect to recover the entire amortized cost basis of the security. We estimate the amount of the credit loss component of a debt security as the difference between
the amortized cost and the present value of the expected cash flows of the security. The present value is determined using the best estimate of future cash flows
discounted at the implicit interest rate at the date of purchase.

Receivables and Revenue Recognition

We generally establish one-year commercial membership contracts with employer groups, subject to cancellation by the employer group on 30-day written
notice. Our Medicare contracts with CMS renew annually. Our military services contracts with the federal government and certain contracts with various state
Medicaid programs generally are multi-year contracts subject to annual renewal provisions.

Premiums Revenue

We receive monthly premiums from the federal government and various states according to government specified payment rates and various contractual
terms. We bill and collect premium from employer groups and members in our Medicare and other individual products monthly. Changes in premium revenues
resulting from the periodic changes in risk-adjustment scores derived from medical diagnoses for our membership are estimated by projecting the ultimate annual
premium and are recognized ratably during the year, with adjustments each period to reflect changes in the ultimate premium. Receivables or payables are
classified as current or long-term in our consolidated balance sheet based on the timing of the expected settlement.

Premiums revenue is estimated by multiplying the membership covered under the various contracts by the contractual rates. Premiums revenue is recognized
as income in the period members are entitled to receive services, and is net of estimated uncollectible amounts, retroactive membership adjustments, and
adjustments to recognize rebates under the minimum benefit ratios required under the Health Care Reform Law. We estimate policyholder rebates by projecting
calendar year minimum benefit ratios for the small group and large group markets, as defined by the Health Care Reform Law using a methodology prescribed by
HHS, separately by state and legal entity. Medicare Advantage and Medicaid products are also subject to minimum benefit ratio requirements. Estimated calendar
year rebates recognized ratably during the year are revised each period to reflect current experience. Retroactive membership adjustments result from enrollment
changes not yet processed, or not yet reported by an employer group or the government. We routinely monitor the collectability of specific accounts, the aging of
receivables, historical retroactivity trends, estimated rebates, as well as prevailing and anticipated economic conditions, and reflect any required adjustments in
current operations. Premiums received prior to the service period are recorded as unearned revenues.
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Medicare Part D

We cover prescription drug benefits in accordance with Medicare Part D under multiple contracts with CMS. The payments we receive monthly from CMS
and members, which are determined from our annual bid, represent amounts for providing prescription drug insurance coverage. We recognize premiums revenue
for providing this insurance coverage ratably over the term of our annual contract. Our CMS payment is subject to risk sharing through the Medicare Part D risk
corridor provisions. In addition, receipts for reinsurance and low-income cost subsidies as well as receipts for certain discounts on brand name prescription drugs in
the coverage gap represent payments for prescription drug costs for which we are not at risk.

The risk corridor provisions compare costs targeted in our bids to actual prescription drug costs, limited to actual costs that would have been incurred under
the standard coverage as defined by CMS. Variances exceeding certain thresholds may result in CMS making additional payments to us or require us to refund to
CMS a portion of the premiums we received. As risk corridor provisions are considered in our overall annual bid process, we estimate and recognize an adjustment
to premiums revenue related to these provisions based upon pharmacy claims experience. We record a receivable or payable at the contract level and classify the
amount as current or long-term in our consolidated balance sheets based on the timing of expected settlement.

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the Medicare Part D program for which we assume no risk.
Reinsurance subsidies represent funding from CMS for its portion of prescription drug costs which exceed the member’s out-of-pocket threshold, or the
catastrophic coverage level. Low-income cost subsidies represent funding from CMS for all or a portion of the deductible, the coinsurance and co-payment
amounts above the out-of-pocket threshold for low-income beneficiaries. Monthly prospective payments from CMS for reinsurance and low-income cost subsidies
are based on assumptions submitted with our annual bid. A reconciliation and related settlement of CMS’s prospective subsidies against actual prescription drug
costs we paid is made after the end of the year. The Health Care Reform Law mandates consumer discounts of 50% on brand name prescription drugs for Part D
plan participants in the coverage gap. These discounts are funded by CMS and pharmaceutical manufacturers while we administer the application of these funds.
We account for these subsidies and discounts as a deposit in our consolidated balance sheets and as a financing activity under receipts (withdrawals) from contract
deposits in our consolidated statements of cash flows. For 2019, subsidy and discount payments of $11.8 billion exceeded reimbursements of $11.2 billion by $0.6
billion. For 2018, subsidy and discount payments of $10.3 billion exceeded reimbursements of $9.6 billion by $0.7 billion. For 2017, subsidy and discount
reimbursements of $12.1 billion exceeded payments of $10.2 billion by $1.9 billion. We do not recognize premiums revenue or benefit expenses for these subsidies
or discounts. Receipt and payment activity is accumulated at the contract level and recorded in our consolidated balance sheets in other current assets or trade
accounts payable and accrued expenses depending on the contract balance at the end of the reporting period.

Settlement of the reinsurance and low-income cost subsidies as well as the risk corridor payment is based on a reconciliation made approximately 9 months
after the close of each calendar year. Settlement with CMS for brand name prescription drug discounts is based on a reconciliation made approximately 14 to 18
months after the close of each calendar year. We continue to revise our estimates with respect to the risk corridor provisions based on subsequent period pharmacy
claims data. See Note 7 for detail regarding amounts recorded to our consolidated balance sheets related to the risk corridor settlement and subsidies from CMS
with respect to the Medicare Part D program.

Services Revenue

Patient services revenue

Patient services include injury and illness care and related services as well as other healthcare services related to customer needs or as required by law. Patient
services revenues are recognized in the period services are provided to the customer and are net of contractual allowances.
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Administrative services fees

Administrative services fees cover the processing of claims, offering access to our provider networks and clinical programs, and responding to customer
service inquiries from members of self-funded groups. Revenues from providing administration services, also known as administrative services only, or ASO, are
recognized in the period services are performed and are net of estimated uncollectible amounts. ASO fees are estimated by multiplying the membership covered
under the various contracts by the contractual rates. Under ASO contracts, self-funded employers retain the risk of financing substantially all of the cost of health
benefits. However, many ASO customers purchase stop loss insurance coverage from us to cover catastrophic claims or to limit aggregate annual costs.
Accordingly, we have recorded premiums revenue and benefits expense related to these stop loss insurance contracts. We routinely monitor the collectability of
specific accounts, the aging of receivables, as well as prevailing and anticipated economic conditions, and reflect any required adjustments in current operations.
ASO fees received prior to the service period are recorded as unearned revenues.

Under our TRICARE contracts with the Department of Defense (DoD) we provide administrative services, including offering access to our provider networks
and clinical programs, claim processing, customer service, enrollment, and other services, while the federal government retains all of the risk of the cost of health
benefits. We account for revenues under our contracts net of estimated health care costs similar to an administrative services fee only agreement. Our contracts
include fixed administrative services fees and incentive fees and penalties. Administrative services fees are recognized as services are performed. 

Our TRICARE members are served by both in-network and out-of-network providers in accordance with our contracts. We pay health care costs related to
these services to the providers and are subsequently reimbursed by the DoD for such payments. We account for the payments of the federal government’s claims
and the related reimbursements under deposit accounting in our consolidated balance sheets and as a financing activity under receipts (withdrawals) from contract
deposits in our consolidated statements of cash flows. For 2019, health care cost payments of approximately $6.5 billion exceeded reimbursements of
approximately $6.4 billion by $63 million. For 2018, health care cost reimbursements and payments were each approximately $5.6 billion, with reimbursements
exceeding payments by $38 million for the year. For 2017, health care cost reimbursements and payments were each approximately $3.4 billion with
reimbursements exceeding payments by $11 million for the year.

Receivables

Receivables, including premium receivables, patient services revenue receivables, and ASO fee receivables, are shown net of allowances for estimated
uncollectible accounts, retroactive membership adjustments, and contractual allowances.

At December 31, 2019 and 2018, accounts receivable related to services were $141 million and $123 million, respectively. For the year ended December 31,
2019, we had no material bad-debt expense and there were no material contract assets, contract liabilities or deferred contract costs recorded on the consolidated
balance sheet at December 31, 2019.

For the year ended December 31, 2019, revenue recognized from performance obligations related to prior periods (for example, due to changes in transaction
price), was not material. Further, revenue expected to be recognized in any future year related to remaining performance obligations was not material.

Other Current Assets

Other current assets includes amounts associated with Medicare Part D as discussed above and in Note 7, rebates due from pharmaceutical manufacturers and
other amounts due within one year. We accrue pharmaceutical rebates as they are earned based on contractual terms and usage of the product. The balance of
pharmaceutical rebates receivable was $1.3 billion at December 31, 2019 and 2018.
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Policy Acquisition Costs

Policy acquisition costs are those costs that relate directly to the successful acquisition of new and renewal insurance policies. Such costs include
commissions, costs of policy issuance and underwriting, and other costs we incur to acquire new business or renew existing business. We expense policy
acquisition costs related to our employer-group prepaid health services policies as incurred. These short-duration employer-group prepaid health services policies
typically have a 1-year term and may be canceled upon 30 days notice by the employer group.

Life insurance, annuities, certain health and other supplemental, and, prior to the sale of our wholly-owned subsidiary, KMG America Corporation, or KMG,
in 2018, long term care policies sold to individuals are accounted for as long-duration insurance products because they are expected to remain in force for an
extended period beyond one year and premium received in the earlier years is intended to pay anticipated benefits to be incurred in future years. As a result, we
defer policy acquisition costs, primarily consisting of commissions, and amortize them over the estimated life of the policies in proportion to premiums earned.
Deferred acquisition costs are reviewed to determine if they are recoverable from future income.

Long-Lived Assets

Property and equipment is recorded at cost. Gains and losses on sales or disposals of property and equipment are included in operating costs. Certain costs
related to the development or purchase of internal-use software are capitalized. Depreciation is computed using the straight-line method over estimated useful lives
ranging from 3 to 10 years for equipment, 3 to 5 years for computer software, and 10 to 20 years for buildings. Improvements to leased facilities are depreciated
over the shorter of the remaining lease term or the anticipated life of the improvement.

We periodically review long-lived assets, including property and equipment and definite-lived intangible assets, for impairment whenever adverse events or
changes in circumstances indicate the carrying value of the asset may not be recoverable. Losses are recognized for a long-lived asset to be held and used in our
operations when the undiscounted future cash flows expected to result from the use of the asset are less than its carrying value. We recognize an impairment loss
based on the excess of the carrying value over the fair value of the asset. A long-lived asset held for sale is reported at the lower of the carrying amount or fair
value less costs to sell. Depreciation expense is not recognized on assets held for sale. Losses are recognized for a long-lived asset to be abandoned when the asset
ceases to be used. In addition, we periodically review the estimated lives of all long-lived assets for reasonableness.

Equity Method Investments

We use the equity method of accounting for equity investments in companies where we are able to exercise significant influence, but not control, over
operating and financial policies of the investee. Judgment regarding the level of influence over each equity method investment includes considering key factors
such as our ownership interest, representation on the board of directors, organizational structure, participation in policy-making decisions and material intra-entity
transactions.

Generally, under the equity method, original investments in these entities are recorded at cost and subsequently adjusted by our share of equity in income or
losses after the date of acquisition as well as capital contributions to and distributions from these companies. Our proportionate share of the net income or loss of
these companies is included in consolidated net income. Investment amounts in excess of our share of an investee's net assets are amortized over the life of the
related asset creating the excess. Excess goodwill is not amortized.

We evaluate equity method investments for impairment whenever events or changes in circumstances indicate that the carrying amount of the investment
might not be recoverable. Factors considered by us when reviewing an equity method investment for impairment include the length of time (duration) and the
extent (severity) to which the fair value of the equity method investment has been less than carrying value, the investee’s financial condition and near-term
prospects and the intent and ability to hold the investment for a period of time sufficient to allow for anticipated recovery. An impairment that is other-than-
temporary is recognized in the period identified.

See Note 4 for further information.
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Goodwill and Definite-Lived Intangible Assets

Goodwill represents the unamortized excess of cost over the fair value of the net tangible and other intangible assets acquired. We are required to test at least
annually for impairment at a level of reporting referred to as the reporting unit, and more frequently if adverse events or changes in circumstances indicate that the
asset may be impaired. A reporting unit either is our operating segments or one level below the operating segments, referred to as a component, which comprise
our reportable segments. A component is considered a reporting unit if the component constitutes a business for which discrete financial information is available
that is regularly reviewed by management. We aggregate the components of an operating segment into one reporting unit if they have similar economic
characteristics. Goodwill is assigned to the reporting units that are expected to benefit from the specific synergies of the business combination.

We use the one-step process to review goodwill for impairment to determine both the existence and amount of goodwill impairment, if any. Impairment tests
are performed, at a minimum, in the fourth quarter of each year supported by our long-range business plan and annual planning process. We rely on an evaluation
of future discounted cash flows to determine fair value of our reporting units. The fair value of our reporting units with significant goodwill exceeded carrying
amounts by a substantial margin. A 100 basis point increase in the discount rate would not have a significant impact on the amount of margin for any of our
reporting units with significant goodwill, with the exception of our clinical and provider reporting units in our Healthcare Services segment. Our clinical and
provider reporting units primarily provide services to our Retail members. A significant increase in the discount rate, decrease in the long-term growth rate, or
substantial reductions in our underlying cash flow assumptions, including revenue growth rates, medical and operating cost trends, and projected operating income,
could have a negative impact on the estimated fair value of these reporting units. The clinical reporting unit had a fair value of $544 million which exceeded its
carrying value of $533 million by $11 million or 2%. If the discount rate increased 100 basis points, then the clinical reporting unit would incur an impairment loss
of approximately $62 million. The provider reporting unit had a fair value of $2.3 billion which exceeded its carrying value of $1.3 billion by $1.0 billion or 78%.
The provider reporting unit estimate of fair value relies on multiple assumptions regarding the underlying long-term cash flows, any one of which may be
significantly impacted by future changes in estimates and may negatively impact fair value. The clinical and provider reporting units account for $524 million and
$761 million, respectively, of goodwill. Impairment tests completed for 2019, 2018, and 2017 did not result in an impairment loss.

Definite-lived intangible assets primarily relate to acquired customer contracts/relationships and are included with other long-term assets in the consolidated
balance sheets. Definite-lived intangible assets are amortized over the useful life generally using the straight-line method. We review definite-lived intangible
assets for impairment under our long-lived asset policy.

Benefits Payable and Benefits Expense Recognition

Benefits expense includes claim payments, capitation payments, pharmacy costs net of rebates, allocations of certain centralized expenses and various other
costs incurred to provide health insurance coverage to members, as well as estimates of future payments to hospitals and others for medical care and other
supplemental benefits provided on or prior to the balance sheet date. Capitation payments represent monthly contractual fees disbursed to primary care and other
providers who are responsible for providing medical care to members. Pharmacy costs represent payments for members’ prescription drug benefits, net of rebates
from drug manufacturers. Receivables for such pharmacy rebates are included in other current assets in our consolidated balance sheets. Other supplemental
benefits include dental, vision, and other supplemental health products.

We estimate the costs of our benefits expense payments using actuarial methods and assumptions based upon claim payment patterns, medical cost inflation,
historical developments such as claim inventory levels and claim receipt patterns, and other relevant factors, and record benefit reserves for future payments. We
continually review estimates of future payments relating to claims costs for services incurred in the current and prior periods and make necessary adjustments to
our reserves.
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Benefits expense is recognized in the period in which services are provided and includes an estimate of the cost of services which have been incurred but not
yet reported, or IBNR. Our reserving practice is to consistently recognize the actuarial best point estimate within a level of confidence required by actuarial
standards. Actuarial standards of practice generally require a level of confidence such that the liabilities established for IBNR have a greater probability of being
adequate versus being insufficient, or such that the liabilities established for IBNR are sufficient to cover obligations under an assumption of moderately adverse
conditions. Adverse conditions are situations in which the actual claims are expected to be higher than the otherwise estimated value of such claims at the time of
the estimate. Therefore, in many situations, the claim amounts ultimately settled will be less than the estimate that satisfies the actuarial standards of practice.

We develop our estimate for IBNR using actuarial methodologies and assumptions, primarily based upon historical claim experience. Depending on the period
for which incurred claims are estimated, we apply a different method in determining our estimate. For periods prior to the most recent two months, the key
assumption used in estimating our IBNR is that the completion factor pattern remains consistent over a rolling 12-month period after adjusting for known changes
in claim inventory levels and known changes in claim payment processes. Completion factors result from the calculation of the percentage of claims incurred
during a given period that have historically been adjudicated as of the reporting period. For the most recent two months, the incurred claims are estimated
primarily from a trend analysis based upon per member per month claims trends developed from our historical experience in the preceding months, adjusted for
known changes in estimates of recent hospital and drug utilization data, provider contracting changes, changes in benefit levels, changes in member cost sharing,
changes in medical management processes, product mix, and workday seasonality.

The completion factor method is used for the months of incurred claims prior to the most recent two months because the historical percentage of claims
processed for those months is at a level sufficient to produce a consistently reliable result. Conversely, for the most recent two months of incurred claims, the
volume of claims processed historically is not at a level sufficient to produce a reliable result, which therefore requires us to examine historical trend patterns as the
primary method of evaluation. Changes in claim processes, including recoveries of overpayments, receipt cycle times, claim inventory levels, outsourcing, system
conversions, and processing disruptions due to weather or other events affect views regarding the reasonable choice of completion factors. Claim payments to
providers for services rendered are often net of overpayment recoveries for claims paid previously, as contractually allowed. Claim overpayment recoveries can
result from many different factors, including retroactive enrollment activity, audits of provider billings, and/or payment errors. Changes in patterns of claim
overpayment recoveries can be unpredictable and result in completion factor volatility, as they often impact older dates of service. The receipt cycle time measures
the average length of time between when a medical claim was initially incurred and when the claim form was received. Increases in electronic claim submissions
from providers decrease the receipt cycle time. If claims are submitted or processed on a faster (slower) pace than prior periods, the actual claim may be more
(less) complete than originally estimated using our completion factors, which may result in reserves that are higher (lower) than required.

Medical cost trends potentially are more volatile than other segments of the economy. The drivers of medical cost trends include increases in the utilization of
hospital facilities, physician services, new higher priced technologies and medical procedures, and new prescription drugs and therapies, as well as the inflationary
effect on the cost per unit of each of these expense components. Other external factors such as government-mandated benefits or other regulatory changes, the tort
liability system, increases in medical services capacity, direct to consumer advertising for prescription drugs and medical services, an aging population, lifestyle
changes including diet and smoking, catastrophes, and epidemics also may impact medical cost trends. Internal factors such as system conversions, claims
processing cycle times, changes in medical management practices and changes in provider contracts also may impact our ability to accurately predict estimates of
historical completion factors or medical cost trends. All of these factors are considered in estimating IBNR and in estimating the per member per month claims
trend for purposes of determining the reserve for the most recent two months. Additionally, we continually prepare and review follow-up studies to assess the
reasonableness of the estimates generated by our process and methods over time. The results of these studies are also considered in determining the reserve for the
most recent two months. Each of these factors requires significant judgment by management.
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We reassess the profitability of our contracts for providing insurance coverage to our members when current operating results or forecasts indicate probable
future losses. We establish a premium deficiency reserve in current operations to the extent that the sum of expected future costs, claim adjustment expenses, and
maintenance costs exceeds related future premiums under contracts without consideration of investment income. For purposes of determining premium
deficiencies, contracts are grouped in a manner consistent with our method of acquiring, servicing, and measuring the profitability of such contracts. Losses
recognized as a premium deficiency result in a beneficial effect in subsequent periods as operating losses under these contracts are charged to the liability
previously established. Because the majority of our member contracts renew annually, we would not record a material premium deficiency reserve, except when
unanticipated adverse events or changes in circumstances indicate otherwise.

We believe our benefits payable are adequate to cover future claims payments required. However, such estimates are based on knowledge of current events
and anticipated future events. Therefore, the actual liability could differ materially from the amounts provided.

Future policy benefits payable

Future policy benefits payable include liabilities for long-duration insurance policies including life insurance, annuities, certain health and other supplemental,
and prior to the sale of KMG in 2018, long-term care policies sold to individuals for which some of the premium received in the earlier years is intended to pay
anticipated benefits to be incurred in future years. At policy issuance, these reserves are recognized on a net level premium method based on interest rates,
mortality, morbidity, and maintenance expense assumptions. Interest rates are based on our expected net investment returns on the investment portfolio supporting
the reserves for these blocks of business. Mortality, a measure of expected death, and morbidity, a measure of health status, assumptions are based on industry
actuarial tables, modified based upon actual experience. Changes in estimates of these reserves are recognized as an adjustment to benefits expense in the period
the changes occur. We perform loss recognition tests at least annually in the fourth quarter, and more frequently if adverse events or changes in circumstances
indicate that the level of the liability, together with the present value of future gross premiums, may not be adequate to provide for future expected policy benefits
and maintenance costs.

We adjust future policy benefits payable for the additional liability that would have been recorded if investment securities backing the liability had been sold
at their stated aggregate fair value and the proceeds reinvested at current yields. We include the impact of this adjustment, if any, net of applicable deferred taxes,
with the change in unrealized investment gain (loss) in accumulated other comprehensive income in stockholders’ equity. Health policies sold to individuals that
conform to the Health Care Reform Law are accounted for under a short-duration model under which policy reserves are not established because premiums
received in the current year are intended to pay anticipated benefits in that year. In addition, as previously underwritten members transition to plans compliant with
the Health Care Reform Law, it results in policy lapses and the release of reserves for future policy benefits.

Book Overdraft

Under our cash management system, checks issued but not yet presented to banks that would result in negative bank balances when presented are classified as
a current liability in the consolidated balance sheets. Changes in book overdrafts from period to period are reported in the consolidated statement of cash flows as a
financing activity.

Income Taxes

We recognize an asset or liability for the deferred tax consequences of temporary differences between the tax bases of assets or liabilities and their reported
amounts in the consolidated financial statements. These temporary differences will result in taxable or deductible amounts in future years when the reported
amounts of the assets or liabilities are recovered or settled. We also recognize the future tax benefits such as net operating and capital loss carryforwards as
deferred tax assets. A valuation allowance is provided against these deferred tax assets if it is more likely than not that some portion or all of the deferred tax
assets will not be realized. Future years’ tax expense may be increased or decreased by adjustments to the valuation allowance or to the estimated accrual for
income taxes. Deferred tax assets and deferred tax liabilities are further adjusted for changes in the enacted tax rates.
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We record tax benefits when it is more likely than not that the tax return position taken with respect to a particular transaction will be sustained. A liability, if
recorded, is not considered resolved until the statute of limitations for the relevant taxing authority to examine and challenge the tax position has expired, or the tax
position is ultimately settled through examination, negotiation, or litigation. We classify interest and penalties associated with uncertain tax positions in our
provision for income taxes.

Stock-Based Compensation

We generally recognize stock-based compensation expense, as determined on the date of grant at fair value, on a straight-line basis over the period during
which an employee is required to provide service in exchange for the award (the vesting period). In addition, for awards with both time and performance-based
conditions, we generally recognize compensation expense on a straight line basis over the vesting period when it is probable that the performance condition will be
achieved. We estimate expected forfeitures and recognize compensation expense only for those awards which are expected to vest. We estimate the grant-date fair
value of stock options using the Black-Scholes option-pricing model.

Additional detail regarding our stock-based compensation plans is included in Note 14.

Earnings Per Common Share

We compute basic earnings per common share on the basis of the weighted-average number of unrestricted common shares outstanding. Diluted earnings per
common share is computed on the basis of the weighted-average number of unrestricted common shares outstanding plus the dilutive effect of outstanding
employee stock options and restricted shares, or units, using the treasury stock method.

Additional detail regarding earnings per common share is included in Note 15.

Fair Value

Assets and liabilities measured at fair value are categorized into a fair value hierarchy based on whether the inputs to valuation techniques are observable or
unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect our own assumptions about the
assumptions market participants would use. The fair value hierarchy includes three levels of inputs that may be used to measure fair value as described below.

Level 1 – Quoted prices in active markets for identical assets or liabilities. Level 1 assets and liabilities include securities that are traded in an active
exchange market.

Level 2 – Observable inputs other than Level 1 prices such as quoted prices in active markets for similar assets or liabilities, quoted prices for identical or
similar assets or liabilities in markets that are not active, or other inputs that are observable or can be corroborated by observable market data for
substantially the full term of the assets or liabilities. Level 2 assets and liabilities include debt securities with quoted prices that are traded less frequently
than exchange-traded instruments as well as debt securities whose value is determined using a pricing model with inputs that are observable in the market
or can be derived principally from or corroborated by observable market data.

Level 3 – Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets or liabilities. Level 3
includes assets and liabilities whose value is determined using pricing models, discounted cash flow methodologies, or similar techniques reflecting our
own assumptions about the assumptions market participants would use as well as those requiring significant management judgment.

Fair value of actively traded debt securities are based on quoted market prices. Fair value of other debt securities are based on quoted market prices of
identical or similar securities or based on observable inputs like interest rates generally using a market valuation approach, or, less frequently, an income valuation
approach and are generally classified as Level 2. We obtain at least one price for each security from a third party pricing service. These prices are generally derived
from recently reported trades for identical or similar securities, including adjustments through the reporting date based upon observable market information. When
quoted prices are not available, the third party pricing
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service may use quoted market prices of comparable securities or discounted cash flow analysis, incorporating inputs that are currently observable in the markets
for similar securities. Inputs that are often used in the valuation methodologies include benchmark yields, reported trades, credit spreads, broker quotes, default
rates, and prepayment speeds. We are responsible for the determination of fair value and as such we perform analysis on the prices received from the third party
pricing service to determine whether the prices are reasonable estimates of fair value. Our analysis includes a review of monthly price fluctuations as well as a
quarterly comparison of the prices received from the pricing service to prices reported by our third party investment adviser. In addition, on a quarterly basis we
examine the underlying inputs and assumptions for a sample of individual securities across asset classes, credit rating levels, and various durations.

Fair value of privately held debt securities are estimated using a variety of valuation methodologies, including both market and income approaches, where an
observable quoted market does not exist and are generally classified as Level 3. For privately-held debt securities, such methodologies include reviewing the value
ascribed to the most recent financing, comparing the security with securities of publicly-traded companies in similar lines of business, and reviewing the
underlying financial performance including estimating discounted cash flows.

Recently Issued Accounting Pronouncements

Recently Adopted Accounting Pronouncements

In February 2016, the FASB issued new guidance related to accounting for leases which requires lessees to record assets and liabilities reflecting the leased
assets and lease obligations, respectively, while following the dual model for recognition in statements of income requiring leases to be classified as either
operating or finance. Operating leases will result in straight-line expense (similar to current operating leases) while finance leases will result in a front-loaded
expense pattern (similar to current capital leases). We adopted the new standard effective January 1, 2019, as allowed, using the modified retrospective approach.
We elected the practical expedients of not reassessing whether any expired or existing contracts are or contain leases, not reassessing the lease classification for
any expired or existing leases and not reassessing any initial direct costs for existing leases. In addition, we elected the practical expedient to not separate lease and
nonlease components for all of our asset classes. We made a permitted accounting policy election to not apply the new guidance to leases with an initial term of 12
months or less. We recognize those lease payments in the condensed consolidated statement of income on a straight-line basis over the lease term. As of January 1,
2019, the adoption of the standard resulted in recognition of lease liabilities of approximately $470 million and right-of-use, or ROU, assets of $436 million, which
equals the lease liabilities net of accrued rent and lease incentives. The standard does not materially affect our results of operations, cash flows and liquidity. See
Note 10 for further information.

In March 2017, the FASB issued new guidance that amends the accounting for premium amortization on purchased callable debt securities by shortening the
amortization period. This amended guidance requires the premium to be amortized to the earliest call date instead of maturity date. The new guidance was effective
for us beginning with annual and interim periods in 2019. This guidance did not have a material impact on our results of operations, financial condition or cash
flows.

In February 2018, the FASB issued guidance which allows a reclassification from accumulated other comprehensive
income to retained earnings for stranded tax effects resulting from the December 22, 2017 enactment of the Tax Cuts and Jobs Act. The new guidance is effective
for us beginning January 1, 2019, with early adoption permitted. We early adopted this guidance in the first quarter of 2018 and it did not have a material impact on
our results of operations, financial condition or cash flows.

Accounting Pronouncements Effective in Future Periods

In June 2016, the FASB issued guidance introducing a new model for recognizing credit losses on financial instruments based on an estimate of current
expected credit losses. The guidance is effective for us beginning January 1, 2020. The new current expected credit losses (CECL) model generally calls for the
immediate recognition of all expected credit losses and applies to loans, accounts and trade receivables as well as other financial assets measured at amortized cost,
loan commitments and off-balance sheet credit exposures, debt securities and other financial assets
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measured at fair value through other comprehensive income, and beneficial interests in securitized financial assets. The new guidance replaces the current incurred
loss model for measuring expected credit losses, requires expected losses on available for sale debt securities to be recognized through an allowance for credit
losses rather than as reductions in the amortized cost of the securities, and provides for additional disclosure requirements. Our investment portfolio consists
primarily of available for sale debt securities. We adopted the new standard effective January 1, 2020. Due to the high concentration of our financial assets
measured at amortized cost being with the federal government resulting in zero nonpayment risk as well as our available for sale debt securities primarily being in
an unrealized gain position, the adoption of the new standard did not have a material impact on our results of operations, financial condition, or cash flows.

In September 2018, the FASB issued new guidance related to accounting for long-duration contracts of insurers which revises key elements of the
measurement models and disclosure requirements for long-duration contracts issued by insurers and reinsurers. The new guidance is effective for us beginning with
annual and interim periods in 2022, with earlier adoption permitted, and requires retrospective application to previously issued annual and interim financial
statements. We are currently evaluating the impact on our results of operations, financial position and cash flows.

There are no other recently issued accounting standards that apply to us or that are expected to have a material impact on our results of operations, financial
condition, or cash flows.

3. ACQUISITIONS AND DIVESTITURES

Recent Transactions

In the first quarter of 2020, we acquired privately held Enclara Healthcare, or Enclara, one of the nation’s largest hospice pharmacy and benefit management
providers for cash consideration of approximately $707 million, net of cash received. The purchase accounting is incomplete due to the timing of the availability of
information.

Also in the first quarter of 2020, our Partners in Primary Care wholly-owned subsidiary entered into a strategic partnership with Welsh, Carson, Anderson &
Stowe, or WCAS, to accelerate the expansion of our primary care model. The WCAS partnership is expected to open approximately 50 payor-agnostic, senior-
focused primary care centers over 3 years beginning in 2020. Partners in Primary Care committed to the acquisition of a non-controlling interest in the
approximately $600 million entity. In addition, the agreement includes a series of put and call options through which WCAS may require us to purchase their
interest in the entity and, through which we may acquire WCAS’s interest over the next 5 - 10 years.

Sale of Closed Block of Commercial Long-Term Care Insurance Business

On August 9, 2018, we completed the sale of KMG to Continental General Insurance Company, or CGIC, a Texas-based insurance company wholly owned by
HC2 Holdings, Inc., a diversified holding company. KMG's subsidiary, Kanawha Insurance Company, or KIC, included our closed block of non-strategic
commercial long-term care policies. Upon closing, we funded the transaction with approximately $190 million of parent company cash contributed into KMG,
subject to customary adjustments, in addition to the transfer of approximately $160 million of statutory capital with the sale. In connection with the sale of KMG,
we recognized a pretax loss, including transaction costs, of  $786 million and a corresponding $452 million tax benefit. 

Prior to the sale of KMG, we entered into reinsurance contracts to transfer the risk associated with certain voluntary benefit and financial protection products
previously issued primarily by KIC to a third party. We transferred approximately $245 million of cash to the third party and recorded a commensurate reinsurance
recoverable as a result of these transactions. The reinsurance recoverable was included as part of the net assets disposed. There was no material impact to operating
results from these reinsurance transactions.

KMG revenues and net income for the 2018 period prior to the date of sale was $182 million and $47 million, respectively. KMG revenues and net loss were
$261 million and $117 million, respectively, for the year ended December 31, 2017.
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The assets and liabilities of KMG that were disposed of on August 9, 2018 were as follows:

 August 9, 2018
Assets (in millions)

Cash and cash equivalents $ 805
Receivables, net 3
Investment securities 1,576
Other assets

1,085
Total assets disposed $ 3,469

Liabilities  
Benefits payable $ 58
Trade accounts payable and accrued expenses 70
Future policy benefits payable 2,573

Total liabilities disposed $ 2,701

Other Acquisitions and Divestitures

In the first quarter of 2018, we acquired the remaining equity interest in MCCI Holdings, LLC, or MCCI, a privately held management service organization
and healthcare provider headquartered in Miami, Florida, that primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas.  The
purchase price consisted primarily of $169 million cash, as well as our existing investment in MCCI and a note receivable and a revolving note with an aggregate
balance of $383 million. This resulted in a purchase price allocation to goodwill of $483 million, other intangible assets of $80 million, and net tangible assets of
$24 million. The goodwill was assigned to the Retail and Healthcare Services segments. The other intangible assets, which primarily consist of customer contracts,
have an estimated weighted average useful life of 8 years. Goodwill and other intangible assets are amortizable as deductible expense for tax purposes.

In the second quarter of 2018, we acquired Family Physicians Group, or FPG, for cash consideration of approximately $185 million, net of cash received. FPG
serves Medicare Advantage and Managed Medicaid HMO patients in Greater Orlando, Florida with a footprint that includes clinics located in Lake, Orange,
Osceola and Seminole counties. This resulted in a purchase price allocation to goodwill of $133 million, other intangible assets of $38 million and net tangible
assets of $14 million. The goodwill was assigned to the Retail and Healthcare Services segments. The other intangible assets, which primarily consist of customer
contracts, have an estimated weighted average useful life of 4.9 years. The purchase price allocations for MCCI and FPG are final.

During 2019 and 2018, we acquired other health and wellness related businesses which, individually or in the aggregate, have not had a material impact on
our results of operations, financial condition, or cash flows. The results of operations and financial condition of these businesses have been included in our
consolidated statements of income and consolidated balance sheets from the respective acquisition dates. Acquisition-related costs recognized in each of 2019,
2018 and 2017 were not material to our results of operations. Goodwill and other intangible assets acquired are partially amortizable as deductible expenses for tax
purposes. The pro forma financial information assuming the acquisitions had occurred as of the beginning of the calendar year prior to the year of acquisition, as
well as the revenues and earnings generated during the year of acquisition, were not material for disclosure purposes.
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4. EQUITY METHOD INVESTMENT

In the third quarter of 2018, we, along with TPG Capital, or TPG, and Welsh, Carson, Anderson & Stowe, or WCAS (together, the "Sponsors"), completed the
acquisitions of Kindred Healthcare, Inc., or Kindred, and privately-held Curo Health Services, or Curo, respectively, merging Curo with the hospice business of the
Kindred at Home Division, or Kindred at Home. As part of these transactions, we acquired a 40% minority interest in Kindred at Home, a leading home health and
hospice company, for total cash consideration of approximately $1.1 billion.

We account for our 40% investment in Kindred at Home using the equity method of accounting. This investment is reflected as "Equity method investment in
Kindred at Home" in our consolidated balance sheets, with our share of income or loss reported as "Equity in net earnings of Kindred at Home" in our consolidated
statements of income.

We entered into a shareholders agreement with the Sponsors that provides for certain rights and obligations of each party. The shareholders agreement with the
Sponsors includes a put option under which they have the right to require us to purchase their interest in the joint venture starting at the end of year three and
ending at the end of year four following the closing. Likewise, we have a call option under which we have the right to require the Sponsors to sell their interest in
the joint venture to Humana beginning at the end of 2022 and ending at the end of 2023 following the closing. The put and call options, which are exercisable at a
fixed EBITDA multiple and provide a minimum return on the Sponsor's investment if exercised, are measured at fair value each period using a Monte Carlo
simulation. The simulation relies on assumptions around Kindred at Home's equity value, risk free interest rates, volatility, and the details specific to the put and
call options. The final purchase price allocation resulted in approximately $1 billion being allocated to the investment and $236 million and $291 million allocated
to the put and call options, respectively. The fair values of the put option and call option were $28 million and $557 million, respectively, at December 31, 2019.
The fair values of the put option and call option were $224 million and $246 million, respectively, at December 31, 2018.

The put option is included within other long-term liabilities and the call option is included within other long term assets. The change in fair value of the put
and call options for the years ended December 31, 2019 and 2018 of $(506) million and $33 million, respectively, are reported as "Other (income) expense, net" in
our consolidated statements of income.

The summarized balance sheets at December 31, 2019 and 2018, and income statement for the year ended December 31, 2019 and period beginning July 2,
2018 through December 31, 2018 of Kindred at Home were as follows:

Balance sheets December 31, 2019 December 31, 2018

  (in millions)

Current assets $ 563 $ 536
Non-current assets 4,967 4,955
Current liabilities 405 351
Non-current liabilities 2,637 2,708
Shareholders' equity 2,488 2,432
   

Statements of income   

 
For the year ended December 31,

2019
July 2, 2018 through December 31,

2018

  (in millions)

Revenues $ 3,100 $ 1,587
Expenses 2,835 1,451
Net income 54 27
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5. INVESTMENT SECURITIES

Investment securities classified as current and long-term were as follows at December 31, 2019 and 2018, respectively:

 
Amortized

Cost  

Gross
Unrealized

Gains  

Gross
Unrealized

Losses  
Fair

Value
 (in millions)

December 31, 2019        
U.S. Treasury and other U.S. government 
corporations and agencies:        

U.S. Treasury and agency obligations $ 353  $ 1  $ —  $ 354
Mortgage-backed securities 3,628  85  (3)  3,710

Tax-exempt municipal securities 1,433  30  —  1,463
Mortgage-backed securities:        

Commercial 786  18  —  804
Asset-backed securities 1,093  3  (3)  1,093
Corporate debt securities 3,867  82  (2)  3,947

Total debt securities $ 11,160  $ 219  $ (8)  $ 11,371

December 31, 2018        
U.S. Treasury and other U.S. government 
corporations and agencies:        

U.S. Treasury and agency obligations $ 419  $ 1  $ (3)  $ 417
Mortgage-backed securities 2,595  3  (54)  2,544

Tax-exempt municipal securities 2,805  3  (37)  2,771
Mortgage-backed securities:        

Residential 55  —  —  55
Commercial 537  —  (14)  523

Asset-backed securities 991  1  (7)  985
Corporate debt securities 3,239  1  (98)  3,142

Total debt securities $ 10,641  $ 9  $ (213)  $ 10,437

We also held $7 million of equity securities carried at fair value as of December 31, 2019 consisting of common stock.
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Gross unrealized losses and fair values aggregated by investment category and length of time that individual securities have been in a continuous unrealized
loss position were as follows at December 31, 2019 and 2018, respectively:

  Less than 12 months  12 months or more  Total
 

 
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses 

  (in millions)

 December 31, 2019            

 U.S. Treasury and other U.S. government 
corporations and agencies:            

 U.S. Treasury and agency obligations $ 48  $ —  $ 23  $ —  $ 71  $ —
 Mortgage-backed securities 315  (1)  204  (2)  519  (3)
 Tax-exempt municipal securities 58  —  75  —  133  —
 Mortgage-backed securities:            
 Commercial 118  —  36  —  154  —
 Asset-backed securities 20  —  607  (3)  627  (3)
 Corporate debt securities 589  (2)  155  —  744  (2)
 Total debt securities $ 1,148  $ (3)  $ 1,100  $ (5)  $ 2,248  $ (8)
 December 31, 2018            

 U.S. Treasury and other U.S. government 
corporations and agencies:            

 U.S. Treasury and agency obligations $ 179  $ (1)  $ 153  $ (2)  $ 332  $ (3)
 Mortgage-backed securities 956  (16)  1,019  (38)  1,975  (54)
 Tax-exempt municipal securities 809  (9)  1,648  (28)  2,457  (37)
 Mortgage-backed securities:            
 Residential —  —  15  —  15  —
 Commercial 372  (8)  133  (6)  505  (14)
 Asset-backed securities 824  (7)  40  —  864  (7)
 Corporate debt securities 1,434  (35)  1,439  (63)  2,873  (98)
 Total debt securities $ 4,574  $ (76)  $ 4,447  $ (137)  $ 9,021  $ (213)

Approximately 96% of our debt securities were investment-grade quality, with a weighted average credit rating of AA by S&P at December 31, 2019. Most of
the debt securities that were below investment-grade were rated BB, the higher end of the below investment-grade rating scale. Tax-exempt municipal securities
were diversified among general obligation bonds of states and local municipalities in the United States as well as special revenue bonds issued by municipalities to
finance specific public works projects such as utilities, water and sewer, transportation, or education. Our general obligation bonds are diversified across the United
States with no individual state exceeding 1% of our total debt securities. Our investment policy limits investments in a single issuer and requires diversification
among various asset types.

Our unrealized loss from all securities was generated from approximately 235 positions out of a total of approximately 1,515 positions at December 31, 2019.
All issuers of securities we own that were trading at an unrealized loss at December 31, 2019 remain current on all contractual payments. After taking into account
these and other factors previously described, we believe these unrealized losses primarily were caused by an increase in market interest rates in the current markets
since the time the securities were purchased. At December 31, 2019, we did not intend to sell the securities with an unrealized loss position in accumulated other
comprehensive income, and it is not likely that we
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will be required to sell these securities before recovery of their amortized cost basis. As a result, we believe that the securities with an unrealized loss were not
other-than-temporarily impaired at December 31, 2019.

The detail of realized gains (losses) related to investment securities and included within investment income was as follows for the years ended December 31,
2019, 2018, and 2017:

 2019  2018  2017
 (in millions)

Gross realized gains $ 129  $ 106  $ 35
Gross realized losses (67)  (16)  (21)

Net realized capital gains $ 62  $ 90  $ 14

There were no material other-than-temporary impairments in 2019, 2018, or 2017.

The contractual maturities of debt securities available for sale at December 31, 2019, regardless of their balance sheet classification, are shown below.
Expected maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment
penalties.

 
Amortized

Cost  
Fair

Value
 (in millions)

Due within one year $ 1,316  $ 1,317
Due after one year through five years 1,974  2,013
Due after five years through ten years 1,724  1,780
Due after ten years 639  654
Mortgage and asset-backed securities 5,507  5,607

Total debt securities $ 11,160  $ 11,371
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6. FAIR VALUE

Financial Assets

The following table summarizes our fair value measurements at December 31, 2019 and 2018, respectively, for financial assets measured at fair value on a
recurring basis:

   Fair Value Measurements Using

 Fair Value  

Quoted Prices
in Active
Markets
(Level 1)  

Other
Observable

Inputs
(Level 2)  

Unobservable
Inputs

(Level 3)
 (in millions)

December 31, 2019        
Cash equivalents $ 3,660  $ 3,660  $ —  $ —
Debt securities:        

U.S. Treasury and other U.S. government corporations and
agencies:        

U.S. Treasury and agency obligations 354  —  354  —
Mortgage-backed securities 3,710  —  3,710  —

Tax-exempt municipal securities 1,463  —  1,463  —
Mortgage-backed securities:        

Commercial 804  —  804  —
Asset-backed securities 1,093  —  1,093  —
Corporate debt securities 3,947  —  3,947  —

Total debt securities 11,371  —  11,371  —
Common stock 7  7  —  —
Total invested assets $ 15,038  $ 3,667  $ 11,371  $ —

December 31, 2018        
Cash equivalents $ 2,024  $ 2,024  $ —  $ —
Debt securities:        

U.S. Treasury and other U.S. government corporations and
agencies:        

U.S. Treasury and agency obligations 417  —  417  —
Mortgage-backed securities 2,544  —  2,544  —

Tax-exempt municipal securities 2,771  —  2,771  —
Mortgage-backed securities:        

Residential 55  —  55  —
Commercial 523  —  523  —

Asset-backed securities 985  —  985  —
Corporate debt securities 3,142  —  3,142  —

Total debt securities 10,437  —  10,437  —
Total invested assets $ 12,461  $ 2,024  $ 10,437  $ —
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Financial Liabilities

Our debt is recorded at carrying value in our consolidated balance sheets. The carrying value of our senior notes debt outstanding, net of unamortized debt
issuance costs, was $5,366 million at December 31, 2019 and $4,774 million at December 31, 2018. The fair value of our senior note debt was $5,916 million at
December 31, 2019 and $4,885 million at December 31, 2018. The fair value of our senior note debt is determined based on Level 2 inputs, including quoted
market prices for the same or similar debt, or if no quoted market prices are available, on the current prices estimated to be available to us for debt with similar
terms and remaining maturities.

Due to the short-term nature, carrying value approximates fair value for our term note and commercial paper borrowings. The outstanding commercial paper
borrowings were $300 million at December 31, 2019 and we repaid the term note balance in August 2019. The term note outstanding and commercial paper
borrowings were $1,295 million at December 31, 2018.

Put and Call Options Measured at Fair Value

The put and call options fair values, derived from the Monte Carlo simulation, were $28 million and $557 million, respectively at December 31, 2019 and
$224 million and $246 million, respectively at December 31, 2018. The significant unobservable inputs utilized in these Level 3 fair value measurements (and
selected values) include the enterprise value of Kindred at Home, annualized volatility (19.8%) and secured credit rate (2.2%). Enterprise value was derived from a
discounted cash flow model, which utilized significant unobservable inputs for long-term net operating profit after tax margin, or NOPAT, ( 12.0%) to measure
underlying cash flows, weighted average cost of capital (10.0%) and long term growth rate (3.0%). The calculation of NOPAT utilized net income plus after tax
interest expense.

We regularly evaluate each of the assumptions used in establishing these assets and liabilities. Significant changes in assumptions for weighted average cost of
capital, long term growth rates, NOPAT, volatility, credit spreads, risk free rate, and underlying cash flow estimates, could result in significantly lower or higher
fair value measurements. A change in one of these assumptions is not necessarily accompanied by a change in another assumption.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

As disclosed in Note 3, we acquired MCCI, FPG, and other health and wellness related businesses during 2019, 2018, and 2017. The values of net tangible
assets acquired and the resulting goodwill and other intangible assets were recorded at fair value using Level 3 inputs. The majority of the tangible assets acquired
and liabilities assumed were recorded at their carrying values as of the respective dates of acquisition, as their carrying values approximated their fair values due to
their short-term nature. The fair values of goodwill and other intangible assets acquired in these acquisitions were internally estimated primarily based on the
income approach. The income approach estimates fair value based on the present value of the cash flows that the assets are expected to generate in the future. We
developed internal estimates for the expected future cash flows and discount rates used in the present value calculations. Other than assets acquired and liabilities
assumed in these acquisitions, there were no material assets or liabilities measured at fair value on a nonrecurring basis during 2019, 2018, or 2017.
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7. MEDICARE PART D

As discussed in Note 2, we cover prescription drug benefits in accordance with Medicare Part D under multiple contracts with CMS. The accompanying
consolidated balance sheets include the following amounts associated with Medicare Part D as of December 31, 2019 and 2018. CMS subsidies/discounts in the
table below include the reinsurance and low-income cost subsidies funded by CMS for which we assume no risk as well as brand name prescription drug discounts
for Part D plan participants in the coverage gap funded by CMS and pharmaceutical manufacturers.

  2019  2018

  

Risk
Corridor

Settlement  

CMS
Subsidies/
Discounts  

Risk
Corridor

Settlement  

CMS
Subsidies/
Discounts

  (in millions)

Other current assets  $ 5  $ 585  $ 15  $ 172
Trade accounts payable and accrued expenses  (120)  (356)  (103)  (503)

Net current (liability) asset  (115)  229  (88)  (331)
Other long-term assets  6  —  7  —
Other long-term liabilities  (61)  —  (89)  —

Net long-term liability  (55)  —  (82)  —
       Total net (liability) asset  $ (170)  $ 229  $ (170)  $ (331)

8. PROPERTY AND EQUIPMENT, NET

Property and equipment was comprised of the following at December 31, 2019 and 2018.

  2019  2018

  (in millions)

Land  $ 20  $ 20
Buildings and leasehold improvements  874  766
Equipment  922  890
Computer software  2,799  2,372
  4,615  4,048
Accumulated depreciation  (2,660)  (2,313)

Property and equipment, net  $ 1,955  $ 1,735

Depreciation expense was $505 million in 2019, $444 million in 2018, and $410 million in 2017, including amortization expense for capitalized internally
developed and purchased software of $343 million in 2019, $298 million in 2018, and $287 million in 2017.
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9. GOODWILL AND OTHER INTANGIBLE ASSETS

Changes in the carrying amount of goodwill for our reportable segments for the years ended December 31, 2019 and 2018 were as follows:

  Retail  Group and Specialty  Healthcare Services  Total

  (in millions)

Balance at January 1, 2018  $ 1,059  $ 261  $ 1,961  $ 3,281
Acquisitions  476  —  140  616

Balance at December 31, 2018  1,535  261  2,101  3,897
Acquisitions  —  —  31  31

Balance at December 31, 2019  $ 1,535  $ 261  $ 2,132  $ 3,928

The following table presents details of our other intangible assets included in other long-term assets in the accompanying consolidated balance sheets at
December 31, 2019 and 2018.

  Weighted
Average

Life  

2019  2018

  Cost  
Accumulated
Amortization  Net  Cost  

Accumulated
Amortization  Net

    (in millions)

Other intangible assets:               
Customer contracts/relationships  8.7 years  $ 646  $ 496  $ 150  $ 646  $ 434  $ 212
Trade names and technology  6.4 years  84  84  —  84  83  1
Provider contracts  11.8 years  70  44  26  68  37  31
Noncompetes and other  7.3 years  29  28  1  29  28  1

Total other intangible assets  8.7 years  $ 829  $ 652  $ 177  $ 827  $ 582  $ 245

Amortization expense for other intangible assets was approximately $70 million in 2019, $90 million in 2018, and $75 million in 2017. Amortization expense
for 2018 included $12 million associated with the write-off of a trade name value reflecting the re-branding of certain provider assets.

The following table presents our estimate of amortization expense for each of the five next succeeding fiscal years:

 (in millions)

For the years ending December 31,  
2020 $ 68
2021 34
2022 31
2023 18
2024 11

10. LEASES

We determine if a contract contains a lease by evaluating the nature and substance of the agreement. We lease facilities, computer hardware, and other
furniture and equipment. Leases with an initial term of 12 months or less are not recorded on the balance sheet; we recognize lease expense for these leases on a
straight-line basis over the lease term. For new lease agreements, we combine lease and nonlease components for all of our asset classes. See Note 2 for further
information.
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When portions of the lease payments are not fixed or depend on an index or rate, we consider those payments to be variable in nature. Our variable lease
payments include, but are not limited to, common area maintenance, taxes and insurance which are not dependent upon an index or rate. Variable lease payments
are recorded in the period in which the obligation for the payment is incurred. Most leases include options to renew, with renewal terms that can extend the lease
term. The exercise of lease renewal options is at our sole discretion. Certain leases also include options to purchase the leased property. The depreciable life of
assets and leasehold improvements are limited by the expected lease term, unless there is a transfer of title or purchase option reasonably certain of exercise. Our
lease agreements do not contain any material residual value guarantees or material restrictive covenants.

At December 31, 2019, $410 million of operating ROU assets are included within other long-term assets in our consolidated balance sheet. Additionally, at
December 31, 2019, $116 million and $332 million of operating lease liabilities are included within trade accounts payable and accrued expenses and other long-
term liabilities, respectively, in our consolidated balance sheet based on the remaining lease term.

For the year-ended December 31, 2019, total fixed operating lease costs, excluding short-term lease costs, were $154 million and are included within operating
costs in our consolidated statement of income. Short-term lease costs were not material. In addition, for the year-ended December 31, 2019, total variable operating
lease costs were $82 million and are included within operating costs in our consolidated statement of income. We sublease facilities or partial facilities to third
party tenants for space not used in our operations. For the year-ended December 31, 2019, sublease rental income was $45 million and is included within operating
costs in our consolidated statement of income.

The weighted average remaining lease term is 4.9 years with a weighted average discount rate of 4.1% at December 31, 2019. For the year-ended
December 31, 2019, cash paid for amounts included in the measurement of lease liabilities included within our operating cash flows was $151 million.

Maturity of Lease Liabilities  December 31, 2019

  (in millions)

2020  $ 133
2021  117
2022  97
2023  52
2024  31
After 2024  70
Total lease payments  500
Less: Interest  52
Present value of lease liabilities  $ 448

As most of our leases do not provide an implicit rate, we use our incremental borrowing rate, as adjusted for collateralized borrowings, based on the
information available at date of adoption or commencement date in determining the present value of lease payments.
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For the year ended 2018, under prior lease disclosure requirements

We lease facilities, computer hardware, and other furniture and equipment under long-term operating leases that are noncancelable and expire on various dates
through 2046. We sublease facilities or partial facilities to third party tenants for space not used in our operations. Rent with scheduled escalation terms are
accounted for on a straight-line basis over the lease term. Rent expense and sublease rental income, which are recorded net as an operating cost, for all operating
leases were as follows for the years ended December 31, 2018 and 2017:

 2018  2017
 (in millions)

Rent expense $ 167  $ 204
Sublease rental income (32)  (33)

Net rent expense $ 135  $ 171

Future annual minimum payments due subsequent to December 31, 2018 under all of our noncancelable operating leases with initial terms in excess of one
year are as follows:

 

Minimum
Lease

Payments  

Sublease
Rental

Receipts  
Net  Lease

Commitments
 (in millions)

For the years ending December 31,:      
2019 $ 147  $ (13)  $ 134
2020 113  (12)  101
2021 96  (10)  86
2022 79  (9)  70
2023 34  (9)  25
Thereafter 50  (23)  27

Total $ 519  $ (76)  $ 443
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11. BENEFITS PAYABLE

On a consolidated basis, activity in benefits payable, excluding military services, was as follows for the years ended December 31, 2019, 2018 and 2017:

  2019  2018  2017

  (in millions)

Balances at January 1  $ 4,862  $ 4,668  $ 4,563
Less: Reinsurance recoverables  (95)  (70)  (76)
Balances at January 1, net  4,767  4,598  4,487
Incurred related to:       

Current year  54,193  46,385  44,001
Prior years  (336)  (503)  (483)

Total incurred  53,857  45,882  43,518
Paid related to:       

Current year  (48,421)  (41,736)  (39,496)
Prior years  (4,267)  (3,977)  (3,911)

Total paid  (52,688)  (45,713)  (43,407)
Reinsurance recoverable  68  95  70
Balances at December 31  $ 6,004  $ 4,862  $ 4,668

Amounts incurred related to prior years vary from previously estimated liabilities as the claims ultimately are settled. Negative amounts reported for incurred
related to prior years result from claims being ultimately settled for amounts less than originally estimated (favorable development).

As previously discussed, our reserving practice is to consistently recognize the actuarial best estimate of our ultimate liability for claims. Actuarial standards
require the use of assumptions based on moderately adverse experience, which generally results in favorable reserve development, or reserves that are considered
redundant. We experienced favorable medical claims reserve development related to prior fiscal years of $336 million in 2019, $503 million in 2018, and $483
million in 2017. The table below details our favorable medical claims reserve development related to prior fiscal years by segment for 2019, 2018, and 2017.

 
(Favorable) Unfavorable Medical Claims Reserve

Development

 2019  2018  2017

  
Retail Segment $ (386)  $ (398)  $ (386)
Group and Specialty Segment 50  (46)  (40)
Individual Commercial Segment —  (57)  (56)
Other Businesses —  (2)  (1)
Total $ (336)  $ (503)  $ (483)

The medical claims reserve development for 2019, 2018, and 2017 primarily reflects the consistent application of trend and completion factors estimated using
an assumption of moderately adverse conditions. Favorable prior period development primarily resulted from our Medicare Advantage medical business. The
unfavorable Group and Specialty medical claims reserve development for 2019 reflects higher than expected claims trend and provider settlements.

         

96

Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
97 of 153

Exempt from Business Proposal 
and Total Page Limits

707(E)



Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Benefits expense reduction of $22 million associated with long-duration future policy benefits for the year ended December 31, 2017 was excluded from the
previous short duration benefits payable rollforward table.

Incurred and Paid Claims Development

The following discussion provides information about incurred and paid claims development for our segments as of December 31, 2019, net of reinsurance, as
well as cumulative claim frequency and the total of IBNR included within the net incurred claims amounts. The information about incurred and paid claims
development for the years ended December 31, 2017 and 2018 is presented as supplementary information.

Claims frequency is measured as medical fee-for-service claims for each service encounter with a unique provider identification number. Our claims frequency
measure includes claims covered by deductibles as well as claims under capitated arrangements. Claim counts may vary based on product mix and the percentage
of delegated capitation arrangements.

Retail Segment

Activity in benefits payable for our Retail segment was as follows for the years ended December 31, 2019, 2018 and 2017:

  2019  2018  2017

  (in millions)

Balances at January 1  $ 4,338  $ 3,963  $ 3,506
Less: Reinsurance recoverables  (95)  (70)  (76)
Balances at January 1, net  4,243  3,893  3,430
Incurred related to:       

Current year  48,983  41,323  38,604
Prior years  (386)  (398)  (386)

Total incurred  48,597  40,925  38,218
Paid related to:       

Current year  (43,831)  (37,189)  (34,781)
Prior years  (3,714)  (3,386)  (2,974)

Total paid  (47,545)  (40,575)  (37,755)
Reinsurance recoverable  68  95  70
Balances at December 31  $ 5,363  $ 4,338  $ 3,963

At December 31, 2019, benefits payable for our Retail segment included IBNR of approximately $3.6 billion, primarily associated with claims incurred in
2019. The cumulative number of reported claims as of December 31, 2019 was approximately 123.0 million for claims incurred in 2019, 109.6 million for claims
incurred in 2018, and 104.7 million for claims incurred in 2017.
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The following tables provide information about incurred and paid claims development for the Retail segment as of December 31, 2019, net of reinsurance.

  Incurred Claims, Net of Reinsurance

  For the Years Ended December 31,

Claims Incurred Year  
2017

Unaudited  
2018

Unaudited  2019

(in millions)

2017  $ 38,604  $ 38,341  $ 38,310
2018   41,323  40,984
2019    48,983

 Total      $ 128,277

Cumulative Paid Claims, Net of Reinsurance

For the Years Ended December 31,

Claims Incurred Year
2017

Unaudited  
2018

Unaudited 2019

(in millions)

2017 $ 34,781 $ 38,232 $ 38,310
2018 37,189 40,841
2019 43,831

 Total $ 122,982
All outstanding benefit liabilities before 2017, net of reinsurance N/A
Benefits payable, net of reinsurance $ 5,295

Group and Specialty Segment

Activity in benefits payable for our Group and Specialty segment, excluding military services, was as follows for the years ended December 31, 2019, 2018 and
2017:

  2019  2018  2017

  (in millions)

Balances at January 1  $ 517  $ 568  $ 579
Incurred related to:       

Current year  5,708  5,466  5,403
Prior years  50  (46)  (40)

Total incurred  5,758  5,420  5,363
Paid related to:       

Current year  (5,081)  (4,957)  (4,843)
Prior years  (553)  (514)  (531)

Total paid  (5,634)  (5,471)  (5,374)
Balances at December 31  $ 641  $ 517  $ 568

At December 31, 2019, benefits payable for our Group and Specialty segment included IBNR of approximately $567 million, primarily associated with claims
incurred in 2019. The cumulative number of reported claims as of December 31, 2019 was approximately 9.7 million for claims incurred in 2019, 10.8 million for
claims incurred in 2018, and 11.1 million for claims incurred in 2017.
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The following tables provide information about incurred and paid claims development for the Group and Specialty segment as of December 31, 2019, net of
reinsurance.

  Incurred Claims, Net of Reinsurance

  For the Years Ended December 31,

Claims Incurred Year  
2017

Unaudited  
2018

Unaudited  2019

(in millions)

2017  $ 5,403  $ 5,358  $ 5,372
2018   5,466  5,501
2019    5,708
 Total      $ 16,581

Cumulative Paid Claims, Net of Reinsurance

For the Years Ended December 31,

Claims Incurred Year
2017

Unaudited
2018

Unaudited 2019

(in millions)

2017 $ 4,843 $ 5,351 $ 5,372
2018 4,957 5,487
2019 5,081
Total $ 15,940

All outstanding benefit liabilities before 2017, net of reinsurance N/A
Benefits payable, net of reinsurance $ 641

Reconciliation to Consolidated

The reconciliation of the net incurred and paid claims development tables to benefits payable in the consolidated statement of financial position is as
follows:    

 
December 31, 

2019

Net outstanding liabilities  
Retail $ 5,295
Group and Specialty 641
    Benefits payable, net of reinsurance 5,936

Reinsurance recoverable on unpaid claims  
Retail 68

     Total benefits payable, gross $ 6,004
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12. INCOME TAXES

The provision for income taxes consisted of the following for the years ended December 31, 2019, 2018 and 2017:

 2019  2018  2017
 (in millions)

Current provision:      
Federal $ 560  $ 139  $ 1,324
States and Puerto Rico 41  58  116

Total current provision 601  197  1,440
Deferred expense 162  194  132

Provision for income taxes $ 763  $ 391  $ 1,572

The provision for income taxes was different from the amount computed using the federal statutory rate for the years ended December 31, 2019, 2018 and
2017 due to the following:

 2019  2018  2017
 (in millions)

Income tax provision at federal statutory rate $ 729  $ 436  $ 1,407
States, net of federal benefit, and Puerto Rico 49  42  80
Tax exempt investment income (6)  (11)  (22)
Health insurance industry fee —  243  —
Nondeductible executive compensation 25  17  36
Tax reform —  (39)  133
KMG sale —  (272)  —
Other, net (34)  (25)  (62)

Provision for income taxes $ 763  $ 391  $ 1,572

The tax reform law enacted on December 22, 2017 (the "Tax Reform Law") reduced the statutory federal corporate income tax rate to 21 percent from 35
percent, beginning in 2018, and required a mandatory deemed repatriation of undistributed foreign earnings. The rate reduction required a remeasurement of our
net deferred tax asset. These items resulted in an estimated increase in our 2017 tax provision of approximately $133 million, including approximately $10 million
for the deemed repatriation tax imposed on the undistributed earnings of our Puerto Rico operations. Revisions to our prior estimate for the income tax effects of
the Tax Reform Law decreased our 2018 tax provision by approximately $39 million.

The incremental tax benefit on the sale of KMG of $272 million resulted from a tax loss higher than the loss recorded in the statement of income for the year
ended December 31, 2018 due to a higher tax basis in KMG than book basis. In addition, the amount reflects our ability to carryback the capital loss to tax years
2015, 2016 and 2017 at the historical tax rate of 35 percent instead of the current tax rate of 21 percent.

Deferred income tax balances reflect the impact of temporary differences between the tax bases of assets or liabilities and their reported amounts in our
consolidated financial statements, and are stated at enacted tax rates expected to be in effect when the reported amounts are actually recovered or settled.
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Principal components of our net deferred tax balances at December 31, 2019 and 2018 were as follows:

 Assets (Liabilities)

 2019  2018
 (in millions)

Compensation and other accrued expense $ 111  $ 89
Benefits payable 89  79
Net operating loss carryforward 42  38
Deferred acquisition costs 22  17
Unearned revenues 8  9
Other 8  8
Capital loss carryforward 1  15
Investment securities —  44

Total deferred income tax assets 281  299
Valuation allowance (45)  (54)
Total deferred income tax assets, net of valuation allowance 236  245

Depreciable property and intangible assets (329)  (273)
Investment securities (181)  —
Prepaid expenses (64)  (52)
Future policy benefits payable (3)  (5)

Total deferred income tax liabilities (577)  (330)
Total net deferred income tax liabilities $ (341)  $ (85)

All deferred tax liabilities and assets are classified as noncurrent in our consolidated balance sheets as other long-term liabilities at December 31, 2019 and
2018.

At December 31, 2019, we had approximately $114 million of net operating losses and $2 million of capital losses to carry forward. These loss carryforwards,
if not used to offset future taxable income or capital gain, will expire from 2020 through 2033. Due to limitations and uncertainty regarding our ability to use some
of the loss carryforwards and certain other deferred tax assets, a valuation allowance of $45 million was established. For the remainder of the net operating loss
carryforwards and other cumulative temporary differences, based on our historical record of producing taxable income and profitability, we have concluded that
future operating income will be sufficient to give rise to tax expense to recover these deferred tax assets.

We file income tax returns in the United States and Puerto Rico. The U.S. Internal Revenue Service, or IRS, has completed its examinations of our
consolidated income tax returns for 2017 and prior years. Our 2018 tax return is in the post-filing review period under the Compliance Assurance Process, or CAP.
Our 2019 tax return is under advance review by the IRS under CAP. With a few exceptions, which are immaterial in the aggregate, we no longer are subject to
state, local and foreign tax examinations for years before 2016. We are not aware of any material adjustments that may be proposed as a result of any ongoing or
future examinations. We do not have material uncertain tax positions reflected in our consolidated balance sheets.

101

Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
102 of 153

Exempt from Business Proposal 
and Total Page Limits

712(E)



Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

13. DEBT

The carrying value of debt outstanding was as follows at December 31, 2019 and 2018:

 2019  2018
 (in millions)

Short-term debt:  
Commercial paper $ 300  $ 645
Term note —  650
Senior notes:    

$400 million, 2.625% due October 1, 2019 —  399
$400 million, 2.50% due December 15, 2020 399  —

Total short-term debt $ 699  $ 1,694

  

Long-term debt:  
Senior notes:  

$400 million, 2.50% due December 15, 2020 $ —  $ 398
$600 million, 3.15% due December 1, 2022 598  596
$400 million, 2.90% due December 15, 2022 397  396
$600 million, 3.85% due October 1, 2024 597  597
$600 million, 3.95% due March 15, 2027 595  594
$500 million, 3.125% due August 15, 2029 495  —
$250 million, 8.15% due June 15, 2038 262  263
$400 million, 4.625% due December 1, 2042 396  396
$750 million, 4.95% due October 1, 2044 739  739
$400 million, 4.80% due March 15, 2047 396  396
$500 million, 3.95% due August 15, 2049 492  —

Total long-term debt $ 4,967  $ 4,375

Maturities of the short-term and long-term debt for the years ending December 31, are as follows:

For the years ending December 31, (in millions)

2020 $ 700
2021 —
2022 1,000
2023 —
2024 600
Thereafter 3,400

Senior Notes

In August 2019, we issued $500 million of 3.125% senior notes due August 15, 2029 and $500 million of 3.950% senior notes due August 15, 2049. Our
net proceeds, reduced for the underwriters' discount and commission and offering expenses paid were $987 million. We used the net proceeds from this offering,
together with available cash, to repay the $650 million outstanding amount due under our term note in August 2019, and the $400 million aggregate principal
amount of our 2.625% senior notes due on its maturity date of October 1, 2019.
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Our senior notes, which are unsecured, may be redeemed at our option at any time at 100% of the principal amount plus accrued interest and a specified
make-whole amount. The 8.15% senior notes are subject to an interest rate adjustment if the debt ratings assigned to the notes are downgraded (or subsequently
upgraded). In addition, our senior notes contain a change of control provision that may require us to purchase the notes under certain circumstances. We
recognized a loss on extinguishment of debt of approximately $17 million in 2017 for the early redemption of senior notes, which is included in interest expense in
the consolidated statements of income.

Credit Agreement

Our 5-year, $2.0 billion unsecured revolving credit agreement expires May 2022. Under the credit agreement, at our option, we can borrow on either a
competitive advance basis or a revolving credit basis. The revolving credit portion bears interest at either LIBOR plus a spread or the base rate plus a spread. If
drawn upon, the revolving credit would revert to using the alternative base rate once LIBOR is discontinued. The LIBOR spread, currently 110.0 basis points,
varies depending on our credit ratings ranging from 91.0 to 150.0 basis points. We also pay an annual facility fee regardless of utilization. This facility fee,
currently 15.0 basis points, may fluctuate between 9.0 and 25.0 basis points, depending upon our credit ratings. The competitive advance portion of any
borrowings will bear interest at market rates prevailing at the time of borrowing on either a fixed rate or a floating rate based on LIBOR, at our option.

The terms of the credit agreement include standard provisions related to conditions of borrowing which could limit our ability to borrow additional funds.
In addition, the credit agreement contains customary restrictive covenants and a financial covenant regarding maximum debt to capitalization of 50% as well as
customary events of default. We are in compliance with this financial covenant, with an actual debt to capitalization of 32% as measured in accordance with the
credit agreement as of December 31, 2019. Upon our agreement with one or more financial institutions, we may expand the aggregate commitments under the
credit agreement to a maximum of $2.5 billion, through a $500 million incremental loan facility.

At December 31, 2019, we had no borrowings and no letters of credit outstanding under the credit agreement. Accordingly, as of December 31, 2019, we
had $2 billion of remaining borrowing capacity (which excludes the uncommitted $500 million incremental loan facility under the credit agreement), none of
which would be restricted by our financial covenant compliance requirement. We have other customary, arms-length relationships, including financial advisory
and banking, with some parties to the credit agreement.

Commercial Paper

    Under our commercial paper program we may issue short-term, unsecured commercial paper notes privately placed on a discount basis through certain broker
dealers at any time not to exceed $2 billion. Amounts available under the program may be borrowed, repaid and re-borrowed from time to time. The net proceeds
of issuances have been and are expected to be used for general corporate purposes. The maximum principal amount outstanding at any one time during the year
ended December 31, 2019 was $801 million, with $300 million outstanding at December 31, 2019 compared to $645 million outstanding at December 31, 2018.
The outstanding commercial paper at December 31, 2019 had a weighted average annual interest rate of 2%.

Term Note

In November 2018, we entered into a $1.0 billion term note agreement with a bank at a variable rate of interest due within one year. We may elect to incur
interest at either the bank's base rate or LIBOR plus 115 basis points. The base rate is defined as the higher of the daily federal funds rate plus 50 basis points; or
the bank's prime rate; or LIBOR plus 100 basis points. The term note shares the customary terms and provisions as well as financial covenants of our credit
agreement, as discussed above. The note was prepayable without penalty. We repaid $350 million prior to December 31, 2018 and repaid the outstanding balance
of $650 million in August 2019.

In February 2020, we entered into a new $1 billion term loan commitment with a bank that allows for up to three draws with the initial draw at a
minimum of $300 million that matures 1 year after the first draw, subject to a 1 year extension.  Following any initial draw, any unused commitments in excess of
$300 million expire on June 30, 2020, with the remaining commitments of up to $300 million available until September 30, 2020. If the initial draw
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has not been made by June 30, 2020, then all commitments expire on June 30, 2020. The facility fee, interest rate and financial covenants are consistent with those
of our revolving credit agreement. There is no prepayment penalty.

14. EMPLOYEE BENEFIT PLANS

Employee Savings Plan

We have defined contribution retirement savings plans covering eligible employees which include matching contributions based on the amount of our
employees’ contributions to the plans. The cost of these plans amounted to approximately $221 million in 2019, $197 million in 2018, and $217 million in 2017.
The Company’s cash match is invested pursuant to the participant’s contribution direction. Based on the closing price of our common stock of $366.52 on
December 31, 2019, approximately 11% of the retirement and savings plan’s assets were invested in our common stock, or approximately 1.6 million shares,
representing approximately 1.2% of the shares outstanding as of December 31, 2019. At December 31, 2019, approximately 1.8 million shares of our common
stock were reserved for issuance under our defined contribution retirement savings plans.

Stock-Based Compensation

We have plans under which options to purchase our common stock and restricted stock units have been granted to executive officers, directors and key
employees. Awards generally require both a change in control and termination of employment within 2 years of the date of the change in control to accelerate the
vesting, including those granted to retirement-eligible participants.

The terms and vesting schedules for stock-based awards vary by type of grant. Generally, the awards vest upon time-based conditions. We have also granted
awards to certain employees that vest upon a combination of time and performance-based conditions. The stock awards of retirement-eligible participants are
generally earned ratably over the service period for each tranche. Accordingly, upon retirement the earned portion of the current tranche will continue to vest on the
originally scheduled vest date and any remaining unearned portion of the award will be forfeited. Our equity award program includes a retirement provision that
generally treats employees with a combination of age and years of services with the Company totaling 65 or greater, with a minimum required age of 55 and a
minimum requirement of 5 years of service, as retirement-eligible. Upon exercise, stock-based compensation awards are settled with authorized but unissued
company stock or treasury stock.

The compensation expense that has been charged against income for these plans was as follows for the years ended December 31, 2019, 2018, and 2017:

 2019  2018  2017
 (in millions)

Stock-based compensation expense by type:      
Restricted stock $ 152  $ 124  $ 145
Stock options 11  13  12

Total stock-based compensation expense 163  137  157
Tax benefit recognized (35)  (21)  (32)

Stock-based compensation expense, net of tax $ 128  $ 116  $ 125

Stock-based compensation expense for certain restricted stock in 2017 included a $29 million modification expense for certain awards.

The tax benefit recognized in our consolidated financial statements is based on the amount of compensation expense recorded for book purposes, subject to
limitations on the deductibility of annual compensation in excess of $500,000 per employee as mandated by the Health Care Reform Law. The actual tax benefit
realized in our tax return is based on the intrinsic value, or the excess of the market value over the exercise or purchase price, of stock options exercised and
restricted stock vested during the period, subject to limitations on the deductibility of annual compensation in excess of $500,000 per employee as mandated by the
Health Care Reform Law. The actual tax benefit realized for the
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deductions taken on our tax returns from option exercises and restricted stock vesting totaled $25 million in 2019, $49 million in 2018, and $68 million in 2017.
There was no capitalized stock-based compensation expense during these years.

At December 31, 2019, there were 12.5 million shares reserved for stock award plans under the Humana Inc. 2011 Stock Incentive Plan, or 2011 Plan, and
16.0 million shares reserved for stock award plans under the Humana Inc. 2019 Stock Incentive Plan, or 2019 Plan. These reserved shares included giving effect
to, under the 2011 Plan, 3.8 million shares of common stock available for future grants assuming all stock options were granted or 1.7 million shares available for
future grants assuming all restricted stock were granted. These reserved shares included giving effect to, under the 2019 Plan, 15.8 million shares of common stock
available for future grants assuming all stock options were granted or 4.7 million shares available for future grants assuming all restricted stock were granted.
Shares may be issued from authorized but unissued company stock or treasury stock.

Restricted Stock

Restricted stock is granted with a fair value equal to the market price of our common stock on the date of grant and generally vests in equal annual tranches
over a three year period from the date of grant. Certain of our restricted stock grants also include performance-based conditions generally associated with return on
invested capital and strategic membership growth. Restricted stock units have forfeitable dividend equivalent rights equal to the dividend paid on common stock.
The weighted-average grant date fair value of our restricted stock was $302.09 in 2019, $276.62 in 2018, and $222.35 in 2017. Activity for our restricted stock was
as follows for the year ended December 31, 2019:

 Shares  

Weighted-
Average

Grant-Date
Fair Value

 (shares in thousands)

Nonvested restricted stock at December 31, 2018 964  $ 213.99
Granted 503  302.09
Vested (421)  239.42
Forfeited (70)  269.06

Nonvested restricted stock at December 31, 2019 976  $ 245.21

Approximately 22% of the nonvested restricted stock at December 31, 2019 included performance-based conditions.

The fair value of shares vested was $141 million during 2019, $298 million during 2018, and $306 million during 2017. Total compensation expense not yet
recognized related to nonvested restricted stock was $164 million at December 31, 2019. We expect to recognize this compensation expense over a weighted-
average period of approximately 1.7 years. There are no other contractual terms covering restricted stock once vested.

Stock Options

Stock options are granted with an exercise price equal to the fair market value of the underlying common stock on the date of grant. Our stock plans, as
approved by the Board of Directors and stockholders, define fair market value as the average of the highest and lowest stock prices reported on the composite tape
by the New York Stock Exchange on a given date. Exercise provisions vary, but most options vest in whole or in part 1 to 3 years after grant and expire 7 years
after grant.
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The weighted-average fair value of each option granted during 2019, 2018, and 2017 is provided below. The fair value was estimated on the date of grant using
the Black-Scholes pricing model with the weighted-average assumptions indicated below:

 2019  2018  2017

Weighted-average fair value at grant date $ 68.53  $ 63.67  $ 49.81
Expected option life (years) 4.1 years  4.1 years  4.1 years
Expected volatility 25.5%  26.1%  27.1%
Risk-free interest rate at grant date 2.4%  2.5%  2.0%
Dividend yield 0.7%  0.7%  0.7%

When valuing employee stock options, we stratify the employee population into three homogeneous groups that historically have exhibited similar exercise
behaviors. These groups are executive officers, directors, and all other employees. We value the stock options based on the unique assumptions for each of these
employee groups.

We calculate the expected term for our employee stock options based on historical employee exercise behavior and base the risk-free interest rate on a traded
zero-coupon U.S. Treasury bond with a term substantially equal to the option’s expected term.

The volatility used to value employee stock options is based on historical volatility. We calculate historical volatility using a simple-average calculation
methodology based on daily price intervals as measured over the expected term of the option.

Activity for our option plans was as follows for the year ended December 31, 2019:

 
Shares  Under

Option  
Weighted-Average

Exercise Price
 (shares in thousands)

Options outstanding at December 31, 2018 677  $ 213.17
Granted 121  304.59
Exercised (305)  189.24
Forfeited —  —

Options outstanding at December 31, 2019 493  $ 250.46
Options exercisable at December 31, 2019 109  $ 216.49

As of December 31, 2019, outstanding stock options, substantially all of which are expected to vest, had an aggregate intrinsic value of $56 million, and a
weighted-average remaining contractual term of 4.8 years. As of December 31, 2019, exercisable stock options had an aggregate intrinsic value of $16 million, and
a weighted-average remaining contractual term of 3.9 years. The total intrinsic value of stock options exercised during 2019 was $43 million, compared with $43
million during 2018 and $44 million during 2017. Cash received from stock option exercises totaled $58 million in 2019, $50 million in 2018, and $63 million in
2017.

Total compensation expense not yet recognized related to nonvested options was $11 million at December 31, 2019. We expect to recognize this compensation
expense over a weighted-average period of approximately 1.7 years.
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15. EARNINGS PER COMMON SHARE COMPUTATION

Detail supporting the computation of basic and diluted earnings per common share was as follows for the years ended December 31, 2019, 2018 and 2017:

 2019  2018  2017

 

(dollars in millions, except per
common share results, number of

shares/options in thousands)

Net income available for common stockholders $ 2,707  $ 1,683  $ 2,448
Weighted-average outstanding shares of common stock used to 
compute basic earnings per common share 134,055  137,486  144,493
Dilutive effect of:      

Employee stock options 107  194  172
Restricted stock 565  723  920

Shares used to compute diluted earnings per common share 134,727  138,403  145,585
Basic earnings per common share $ 20.20  $ 12.24  $ 16.94
Diluted earnings per common share $ 20.10  $ 12.16  $ 16.81
Number of antidilutive stock options and restricted stock awards 
excluded from computation 478  223  539

16. STOCKHOLDERS’ EQUITY

Dividends

The following table provides details of dividend payments, excluding dividend equivalent rights, in 2017, 2018, and 2019 under our Board approved quarterly
cash dividend policy:

Payment
Date  

Amount
per Share  

Total
Amount

    (in millions)

2017  $1.49  $216
2018  $1.90  $262
2019  $2.15  $289

On October 24, 2019, the Board declared a cash dividend of $0.55 per share that was paid on January 31, 2020 to stockholders of record on December 31,
2019, for an aggregate amount of $73 million. Declaration and payment of future quarterly dividends is at the discretion of our Board and may be adjusted as
business needs or market conditions change.

In February 2020, the Board declared a cash dividend of $0.625 per share payable on April 24, 2020 to stockholders of record on March 31, 2020.

Stock Repurchases

Our Board of Directors may authorize the purchase of our common shares. Under our share repurchase authorization, shares may have been purchased from
time to time at prevailing prices in the open market, by block purchases, through plans designed to comply with Rule 10b5-1 under the Securities Exchange Act of
1934, as amended, or in privately-negotiated transactions (including pursuant to accelerated share repurchase agreements with investment banks), subject to certain
regulatory restrictions on volume, pricing, and timing.

On February 14, 2017, our Board of Directors authorized the repurchase of up to $2.25 billion of our common shares expiring on December 31, 2017,
exclusive of shares repurchased in connection with employee stock plans.
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On February 16, 2017, we entered into an accelerated share repurchase agreement, the February 2017 ASR, with Goldman, Sachs & Co. LLC, or Goldman
Sachs, to repurchase $1.5 billion of our common stock as part of the $2.25 billion share repurchase authorized on February 14, 2017. On February 22, 2017, we
made a payment of $1.5 billion to Goldman Sachs from available cash on hand and received an initial delivery of 5.83 million shares of our common stock from
Goldman Sachs based on the then current market price of Humana common stock. The payment to Goldman Sachs was recorded as a reduction to stockholders’
equity, consisting of a $1.2 billion increase in treasury stock, which reflected the value of the initial 5.83 million shares received upon initial settlement, and a
$300 million decrease in capital in excess of par value, which reflected the value of stock held back by Goldman Sachs pending final settlement of the February
2017 ASR. Upon settlement of the February 2017 ASR on August 28, 2017, we received an additional 0.84 million shares as determined by the average daily
volume weighted-average share price of our common stock during the term of the agreement, less a discount, of $224.81, bringing the total shares received under
this program to 6.67 million. In addition, upon settlement we reclassified the $300 million value of stock initially held back by Goldman Sachs from capital in
excess of par value to treasury stock. Subsequent to settlement of the February 2017 ASR, we repurchased an additional 3.04 million shares in the open market,
utilizing the remaining $750 million of the $2.25 billion authorization prior to expiration.

On December 14, 2017, our Board of Directors authorized the repurchase of up to $3.0 billion of our common shares expiring on December 31, 2020,
exclusive of shares repurchased in connection with employee stock plans.

On December 21, 2017, we entered into an accelerated stock repurchase agreement, the December 2017 ASR, with Bank of America, N.A., or BofA, to
repurchase $1.0 billion of our common stock as part of the $3.0 billion share repurchase program authorized on December 14, 2017. On December 22, 2017, we
made a payment of $1.0 billion to BofA from available cash on hand and received an initial delivery of 3.28 million shares of our common stock from BofA based
on the then current market price of Humana common stock. The payment to BofA was recorded as a reduction to stockholders’ equity, consisting of an $800
million increase in treasury stock, which reflected the value of the initial 3.28 million shares received upon initial settlement, and a $200 million decrease in
capital in excess of par value, which reflected the value of stock held back by BofA pending final settlement of the December 2017 ASR. Upon settlement of the
ASR on March 26, 2018, we received an additional 0.46 million shares as determined by the average daily volume weighted-average share price of our common
stock during the term of the ASR Agreement, less a discount, of $267.55, bringing the total shares received under this program to 3.74 million. In addition, upon
settlement we reclassified the $200 million value of stock initially held back by BofA from capital in excess of par value to treasury stock.

On November 28, 2018, we entered into an accelerated stock repurchase agreement, the November 2018 ASR, with Goldman Sachs to repurchase $750
million of our common stock as part of the $3.0 billion share repurchase program authorized by the Board of Directors on December 14, 2017. On November 29,
2018, we made a payment of $750 million to Goldman Sachs from available cash on hand and received an initial delivery of 1.94 million shares of our common
stock from Goldman Sachs. The payment to Goldman Sachs was recorded as a reduction to stockholders’ equity, consisting of a $600 million increase in treasury
stock, which reflected the value of the initial 1.94 million shares received upon initial settlement, and a $150 million decrease in capital in excess of par value,
which reflected the value of stock held back by Goldman Sachs pending final settlement of the November 2018 ASR. Upon final settlement of the November 2018
ASR on February 28, 2019, we received an additional 0.6 million shares as determined by the average daily volume weighted-averages share price of our common
stock during the term of the agreement, less a discount, of $295.15, bringing the total shares received under this program to 2.54 million. In addition, upon
settlement we reclassified the $150 million value of stock initially held back by Goldman Sachs from capital in excess of par value to treasury stock.

On July 30, 2019, the Board of Directors replaced a previous share repurchase authorization of up to $3 billion (of which approximately $1.03 billion remained
unused) with a new authorization for repurchases of up to $3 billion of our common shares exclusive of shares repurchased in connection with employee stock
plans, expiring on June 30, 2022.

On July 31, 2019, we entered into an accelerated stock repurchase agreement, the July 2019 ASR, with Citibank, N.A., or Citi, to repurchase $1 billion of our
common stock. On August 2, 2019, we made a payment of $1 billion to
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Citi and received an initial delivery of 2.7 million shares of our common stock. We recorded the payment to Citi as a reduction to stockholders’ equity, consisting
of an $800 million increase in treasury stock, which reflected the value of the initial 2.7 million shares received upon initial settlement, and a $200 million
decrease in capital in excess of par value, which reflected the value of stock held back by Citi pending final settlement of the July 2019 ASR. Upon final
settlement of the July 2019 ASR on December 26, 2019, we received an additional 0.7 million shares as determined by the average daily volume weighted-
averages share price of our common stock during the term of the agreement, less a discount, of $296.19, bringing the total shares received under the July 2019
ASR to 3.4 million. In addition, upon settlement we reclassified the $200 million value of stock initially held back by Citi from capital in excess of par value to
treasury stock.

Our remaining repurchase authorization was approximately $2.0 billion as of February 19, 2020.

Excluding shares acquired in connection with employee stock plans, share repurchases were as follows during the years ended December 31, 2019, 2018 and
2017.

     

    2019  2018  2017

Authorization Date  
Purchase Not to

Exceed  Shares  Cost  Shares  Cost  Shares  Cost

  (in millions)

February 2017  2,250  —  —  —  —  9.71  2,250
December 2017  3,000  —  —  3.07  1,024  3.28  800
July 2019  3,000  3.40  1,000  —  —  —  —
Total repurchases    3.40  $ 1,000  3.07  $ 1,024  12.99  $ 3,050

In connection with employee stock plans, we acquired 0.2 million common shares for $70 million in 2019, 0.4 million common shares for $116 million in
2018, and 0.5 million common shares for $115 million in 2017.

Regulatory Requirements

Certain of our subsidiaries operate in states that regulate the payment of dividends, loans, or other cash transfers to Humana Inc., our parent company, and
require minimum levels of equity as well as limit investments to approved securities. The amount of dividends that may be paid to Humana Inc. by these
subsidiaries, without prior approval by state regulatory authorities, or ordinary dividends, is limited based on the entity’s level of statutory income and statutory
capital and surplus. If the dividend, together with other dividends paid within the preceding twelve months, exceeds a specified statutory limit or is paid from
sources other than earned surplus, it is generally considered an extraordinary dividend requiring prior regulatory approval. In most states, prior notification is
provided before paying a dividend even if approval is not required.

Although minimum required levels of equity are largely based on premium volume, product mix, and the quality of assets held, minimum requirements vary
significantly at the state level. Our state regulated insurances subsidiaries had aggregate statutory capital and surplus of approximately $8.0 billion and $7.6 billion
as of December 31, 2019 and 2018, respectively, which exceeded aggregate minimum regulatory requirements of $5.9 billion and $5.2 billion, respectively. The
amount of ordinary dividends that may be paid to our parent company in 2020 is approximately $1.0 billion in the aggregate. The amount, timing and mix of
ordinary and extraordinary dividend payments will vary due to state regulatory requirements, the level of excess statutory capital and surplus and expected future
surplus requirements related to, for example, premium volume and product mix. Actual dividends that were paid to our parent company were approximately $1.8
billion in 2019, $2.3 billion in 2018, and $1.4 billion in 2017.
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17. COMMITMENTS, GUARANTEES AND CONTINGENCIES

Purchase Obligations

We have agreements to purchase services, primarily information technology related services, or to make improvements to real estate, in each case that are
enforceable and legally binding on us and that specify all significant terms, including: fixed or minimum levels of service to be purchased; fixed, minimum or
variable price provisions; and the appropriate timing of the transaction. We have purchase obligation commitments of $922 million in 2020, $647 million in 2021,
$489 million in 2022, $246 million in 2023, and $100 million in 2024. Purchase obligations exclude agreements that are cancelable without penalty.

Off-Balance Sheet Arrangements

As part of our ongoing business, we do not participate or knowingly seek to participate in transactions that generate relationships with unconsolidated entities
or financial partnerships, such as entities often referred to as structured finance or special purpose entities, or SPEs, which would have been established for the
purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes. As of December 31, 2019, we were not involved in any
SPE transactions.

Guarantees and Indemnifications

Through indemnity agreements approved by the state regulatory authorities, certain of our regulated subsidiaries generally are guaranteed by Humana Inc.,
our parent company, in the event of insolvency for (1) member coverage for which premium payment has been made prior to insolvency; (2) benefits for members
then hospitalized until discharged; and (3) payment to providers for services rendered prior to insolvency. Our parent also has guaranteed the obligations of certain
of our non-regulated subsidiaries and funding to maintain required statutory capital levels of certain regulated subsidiaries.

In the ordinary course of business, we enter into contractual arrangements under which we may agree to indemnify a third party to such arrangement from any
losses incurred relating to the services they perform on behalf of us, or for losses arising from certain events as defined within the particular contract, which may
include, for example, litigation or claims relating to past performance. Such indemnification obligations may not be subject to maximum loss clauses. Historically,
payments made related to these indemnifications have been immaterial.

Government Contracts

Our Medicare products, which accounted for approximately 82% of our total premiums and services revenue for the year ended December 31, 2019, primarily
consisted of products covered under the Medicare Advantage and Medicare Part D Prescription Drug Plan contracts with the federal government. These contracts
are renewed generally for a calendar year term unless CMS notifies us of its decision not to renew by May 1 of the calendar year in which the contract would end,
or we notify CMS of our decision not to renew by the first Monday in June of the calendar year in which the contract would end. All material contracts between
Humana and CMS relating to our Medicare products have been renewed for 2020, and all of our product offerings filed with CMS for 2020 have been approved.

CMS uses a risk-adjustment model which adjusts premiums paid to Medicare Advantage, or MA, plans according to health status of covered members. The
risk-adjustment model, which CMS implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000
(BIPA), generally pays more where a plan's membership has higher expected costs. Under this model, rates paid to MA plans are based on actuarially determined
bids, which include a process whereby our prospective payments are based on our estimated cost of providing standard Medicare-covered benefits to an enrollee
with a "national average risk profile." That baseline payment amount is adjusted to reflect the health status of our enrolled membership. Under the risk-adjustment
methodology, all MA plans must collect and submit the necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician providers
to CMS within prescribed deadlines. The CMS risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium payment to MA plans, which
CMS adjusts for coding pattern differences between the health plans and the government fee-for-service program. We generally rely on providers, including certain
providers in our network who are our employees, to code their claim submissions with appropriate diagnoses, which we send to
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CMS as the basis for our payment received from CMS under the actuarial risk-adjustment model. We also rely on these providers to document appropriately all
medical data, including the diagnosis data submitted with claims. In addition, we conduct medical record reviews as part of our data and payment accuracy
compliance efforts, to more accurately reflect diagnosis conditions under the risk adjustment model. These compliance efforts include the internal contract level
audits described in more detail below, as well as ordinary course reviews of our internal business processes.

CMS is phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data from
the Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses that satisfy
those guidelines. For submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering logic to
determine the risk scores. For 2019, 25% of the risk score was calculated from claims data submitted through EDS. CMS will increase that percentage to 50% in
2020 and has proposed to increase that percentage to 75% in 2021. The phase-in from RAPS to EDS could result in different risk scores from each dataset as a
result of plan processing issues, CMS processing issues, or filtering logic differences between RAPS and EDS, and could have a material adverse effect on our
results of operations, financial position, or cash flows.

CMS and the Office of the Inspector General of Health and Human Services, or HHS-OIG, are continuing to perform audits of various companies’ selected
MA contracts related to this risk adjustment diagnosis data. We refer to these audits as Risk-Adjustment Data Validation Audits, or RADV audits. RADV audits
review medical records in an attempt to validate provider medical record documentation and coding practices which influence the calculation of premium payments
to MA plans.

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C Medicare Advantage Risk Adjustment Data Validation (RADV)
Contract-Level Audits.” The payment error calculation methodology provided that, in calculating the economic impact of audit results for an MA contract, if any,
the results of the RADV audit sample would be extrapolated to the entire MA contract after a comparison of the audit results to a similar audit of the government’s
traditional fee-for-service Medicare program, or Medicare FFS. We refer to the process of accounting for errors in FFS claims as the "FFS Adjuster." This
comparison of RADV audit results to the FFS error rate is necessary to determine the economic impact, if any, of RADV audit results because the government used
the Medicare FFS program data set, including any attendant errors that are present in that data set, to estimate the costs of various health status conditions and to
set the resulting adjustments to MA plans’ payment rates in order to establish actuarial equivalence in payment rates as required under the Medicare statute. CMS
already makes other adjustments to payment rates based on a comparison of coding pattern differences between MA plans and Medicare FFS data (such as for
frequency of coding for certain diagnoses in MA plan data versus the Medicare FFS program dataset).

The final RADV extrapolation methodology, including the first application of extrapolated audit results to determine audit settlements, is expected to be
applied to CMS RADV contract level audits conducted for contract year 2011 and subsequent years. CMS is currently conducting RADV contract level audits for
certain of our Medicare Advantage plans.

Estimated audit settlements are recorded as a reduction of premiums revenue in our consolidated statements of income, based upon available information. We
perform internal contract level audits based on the RADV audit methodology prescribed by CMS. Included in these internal contract level audits is an audit of our
Private Fee-For Service business which we used to represent a proxy of the FFS Adjuster which has not yet been finalized. We based our accrual of estimated audit
settlements for each contract year on the results of these internal contract level audits and update our estimates as each audit is completed. Estimates derived from
these results were not material to our results of operations, financial position, or cash flows. We report the results of these internal contract level audits to CMS,
including identified overpayments, if any.

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which we refer to as the “Proposed Rule”) related to, among other things, the
RADV audit methodology described above. If implemented, the Proposed Rule would use extrapolation in RADV audits applicable to payment year 2011
contract-level audits and all subsequent audits, without the application of a FFS Adjuster to audit findings. We believe that the Proposed Rule fails to address
adequately the statutory requirement of actuarial equivalence, and have provided substantive comments to CMS on the
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Proposed Rule as part of the notice-and-comment rulemaking process. Whether, and to what extent, CMS finalizes the Proposed Rule, and any related regulatory,
industry or company reactions, could have a material adverse effect on our results of operations, financial position, or cash flows.

In addition, as part of our internal compliance efforts, we routinely perform ordinary course reviews of our internal business processes related to, among other
things, our risk coding and data submissions in connection with the risk- adjustment model. These reviews may also result in the identification of errors and the
submission of corrections to CMS, that may, either individually or in the aggregate, be material. As such, the result of these reviews may have a material adverse
effect on our results of operations, financial position, or cash flows.

We believe that CMS' statements and policies regarding the requirement to report and return identified overpayments received by MA plans are inconsistent
with CMS' 2012 RADV audit methodology, and the Medicare statute's requirements. These statements and policies, such as certain statements contained in the
preamble to CMS’ final rule release regarding Medicare Advantage and Part D prescription drug benefit program regulations for Contract Year 2015 (which we
refer to as the "Overpayment Rule"), and the Proposed Rule, appear to equate each Medicare Advantage risk adjustment data error with an “overpayment” without
addressing the principles underlying the FFS Adjuster referenced above. On September 7, 2018, the Federal District Court for the District of Columbia vacated
CMS's Overpayment Rule, concluding that it violated the Medicare statute, including the requirement for actuarial equivalence, and that the Overpayment Rule
was also arbitrary and capricious in departing from CMS's RADV methodology without adequate explanation (among other reasons). CMS has appealed the
decision to the Circuit Court of Appeals.

We will continue to work with CMS to ensure that MA plans are paid accurately and that payment model principles are in accordance with the requirements of
the Social Security Act, which, if not implemented correctly could have a material adverse effect on our results of operations, financial position, or cash flows.

At December 31, 2019, our military services business, which accounted for approximately 1% of our total premiums and services revenue for the year ended
December 31, 2019, primarily consisted of the TRICARE T2017 East Region contract. The T2017 East Region contract is a consolidation of the former T3 North
and South Regions, comprising thirty-two states and approximately 6 million TRICARE beneficiaries, under which delivery of health care services commenced on
January 1, 2018. The T2017 East Region contract is a 5-year contract set to expire on December 31, 2022 and is subject to renewals on January 1 of each year
during its term at the government's option.

Our state-based Medicaid business accounted for approximately 4% of our total premiums and services revenue for the year ended December 31, 2019. In
addition to our state-based Temporary Assistance for Needy Families, or TANF, Medicaid contracts in Florida and Kentucky, we have contracts in Florida for
Long Term Support Services (LTSS), and in Illinois for stand-alone dual eligible demonstration programs serving individuals dually eligible for both the federal
Medicare program and the applicable state-based Medicaid program.

The loss of any of the contracts above or significant changes in these programs as a result of legislative or regulatory action, including reductions in premium
payments to us, regulatory restrictions on profitability, including reviews by regulatory bodies that may compare our Medicare Advantage profitability to our non-
Medicare Advantage business profitability, or compare the profitability of various products within our Medicare Advantage business, and require that they remain
within certain ranges of each other, or increases in member benefits or member eligibility criteria without corresponding increases in premium payments to us, may
have a material adverse effect on our results of operations, financial position, and cash flows.
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Legal Proceedings and Certain Regulatory Matters

As previously disclosed, the Civil Division of the United States Department of Justice provided us with an information request in December 2014, concerning
our Medicare Part C risk adjustment practices. The request relates to our oversight and submission of risk adjustment data generated by providers in our Medicare
Advantage network, as well as to our business and compliance practices related to risk adjustment data generated by our providers and by us, including medical
record reviews conducted as part of our data and payment accuracy compliance efforts, the use of health and well-being assessments, and our fraud detection
efforts. We believe that this request for information is in connection with a wider review of Medicare Risk Adjustment generally that includes a number of
Medicare Advantage plans, providers and vendors. We continue to cooperate with and voluntarily respond to the information requests from the Department of
Justice. These matters are expected to result in additional qui tam litigation.

As previously disclosed, on January 19, 2016, an individual filed a qui tam suit captioned United States of America ex rel. Steven Scott v. Humana, Inc., in
United States District Court, Central District of California, Western Division. The complaint alleges certain civil violations by us in connection with the actuarial
equivalence of the plan benefits under Humana’s Basic PDP plan, a prescription drug plan offered by us under Medicare Part D. The action seeks damages and
penalties on behalf of the United States under the False Claims Act. The court ordered the qui tam action unsealed on September 13, 2017, so that the relator could
proceed, following notice from the U.S. Government that it was not intervening at that time. On January 29, 2018, the suit was transferred to the United States
District Court, Western District of Kentucky, Louisville Division. We take seriously our obligations to comply with applicable CMS requirements and actuarial
standards of practice, and continue to vigorously defend against these allegations since the transfer to the Western District of Kentucky. We have engaged in active
discovery with the relator who has pursued the matter on behalf of the United States following its unsealing, and expect that discovery process to conclude in the
near future and for the Court to consider our motion for summary judgment.

On November 2, 2017, we filed suit against the United States of America in the United States Court of Federal Claims, on behalf of our health plans seeking
recovery from the federal government of approximately $611 million in payments under the risk corridor premium stabilization program established under Health
Care Reform , for years 2014, 2015 and 2016. Our case has been stayed by the Court, pending resolution of similar cases filed by other insurers. We have not
recognized revenue, nor have we recorded a receivable, for any amount due from the federal government for unpaid risk corridor payments as of December 31,
2019. We have fully recognized all liabilities due to the federal government that we have incurred under the risk corridor program, and have paid all amounts due
to the federal government as required. There is no assurance that we will prevail in the lawsuit.

Other Lawsuits and Regulatory Matters

Our current and past business practices are subject to review or other investigations by various state insurance and health care regulatory authorities and other
state and federal regulatory authorities. These authorities regularly scrutinize the business practices of health insurance, health care delivery and benefits
companies. These reviews focus on numerous facets of our business, including claims payment practices, statutory capital requirements, provider contracting, risk
adjustment, competitive practices, commission payments, privacy issues, utilization management practices, pharmacy benefits, access to care, and sales practices,
among others. Some of these reviews have historically resulted in fines imposed on us and some have required changes to some of our practices. We continue to
be subject to these reviews, which could result in additional fines or other sanctions being imposed on us or additional changes in some of our practices.

We also are involved in various other lawsuits that arise, for the most part, in the ordinary course of our business
operations, certain of which may be styled as class-action lawsuits. Among other matters, this litigation may include employment matters, claims of medical
malpractice, bad faith, nonacceptance or termination of providers, anticompetitive practices, improper rate setting, provider contract rate and payment disputes,
including disputes over reimbursement rates required by statute, general contractual matters, intellectual property matters, and challenges to subrogation practices.
Under state guaranty assessment laws, including those related to state cooperative failures in the industry, we may be assessed (up to prescribed limits) for certain
obligations to the policyholders and claimants of insolvent insurance companies that write the same line or lines of business as we do.
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As a government contractor, we may also be subject to qui tam litigation brought by individuals who seek to sue on behalf of the government, alleging that the
government contractor submitted false claims to the government including, among other allegations, those resulting from coding and review practices under the
Medicare risk adjustment model. Qui tam litigation is filed under seal to allow the government an opportunity to investigate and to decide if it wishes to intervene
and assume control of the litigation. If the government does not intervene, the individual may continue to prosecute the action on his or her own, on behalf of the
government. We also are subject to other allegations of non-performance of contractual obligations to providers, members, and others, including failure to properly
pay claims, improper policy terminations, challenges to our implementation of the Medicare Part D prescription drug program and other litigation.

A limited number of the claims asserted against us are subject to insurance coverage. Personal injury claims, claims for extra contractual damages, care
delivery malpractice, and claims arising from medical benefit denials are covered by insurance from our wholly owned captive insurance subsidiary and excess
carriers, except to the extent that claimants seek punitive damages, which may not be covered by insurance in certain states in which insurance coverage for
punitive damages is not permitted. In addition, insurance coverage for all or certain forms of liability has become increasingly costly and may become unavailable
or prohibitively expensive in the future.

We record accruals for the contingencies discussed in the sections above to the extent that we conclude it is probable that a liability has been incurred and the
amount of the loss can be reasonably estimated. No estimate of the possible loss or range of loss in excess of amounts accrued, if any, can be made at this time
regarding the matters specifically described above because of the inherently unpredictable nature of legal proceedings, which also may be exacerbated by various
factors, including: (i) the damages sought in the proceedings are unsubstantiated or indeterminate; (ii) discovery is not complete; (iii) the proceeding is in its early
stages; (iv) the matters present legal uncertainties; (v) there are significant facts in dispute; (vi) there are a large number of parties (including where it is uncertain
how liability, if any, will be shared among multiple defendants); or (vii) there is a wide range of potential outcomes.

The outcome of any current or future litigation or governmental or internal investigations, including the matters described above, cannot be accurately
predicted, nor can we predict any resulting judgments, penalties, fines or other sanctions that may be imposed at the discretion of federal or state regulatory
authorities or as a result of actions by third parties. Nevertheless, it is reasonably possible that any such outcome of litigation, judgments, penalties, fines or other
sanctions could be substantial, and the outcome of these matters may have a material adverse effect on our results of operations, financial position, and cash flows,
and may also affect our reputation.

18. SEGMENT INFORMATION

We manage our business with three reportable segments: Retail, Group and Specialty, and Healthcare Services. Beginning January 1,
2018, we exited the individual commercial fully-insured medical health insurance business, as well as certain other business in 2018,
and therefore no longer report separately the Individual Commercial segment and the Other Businesses category in the current year.
Previously, the Other Businesses category included businesses that were not individually reportable because they did not meet the
quantitative thresholds required by generally accepted accounting principles, primarily our closed-block of commercial long-term
care insurance policies which were sold in 2018. The reportable segments are based on a combination of the type of health plan
customer and adjacent businesses centered on well-being solutions for our health plans and other customers, as described below.
These segment groupings are consistent with information used by our Chief Executive Officer, the chief operating decision maker,
to assess performance and allocate resources.

The Retail segment consists of Medicare benefits, marketed to individuals or directly via group Medicare accounts. In addition, the Retail segment also
includes our contract with CMS to administer the Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program and contracts with
various states to provide Medicaid, dual eligible, and Long-Term Support Services benefits, which we refer to collectively as our state-based contracts. The Group
and Specialty segment consists of employer group commercial fully-insured medical and specialty health insurance benefits marketed to individuals and employer
groups, including dental, vision, and other supplemental health benefits, as well as administrative services only, or ASO products. In addition, our Group and
Specialty segment includes our military services business, primarily our TRICARE T2017 East Region contract. The Healthcare Services segment
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includes our services offered to our health plan members as well as to third parties, including pharmacy solutions, provider services, and clinical care service, such
as home health and other services and capabilities to promote wellness and advance population health, including our minority investment in Kindred at Home.

Our Healthcare Services intersegment revenues primarily relate to managing prescription drug coverage for members of our other segments through Humana
Pharmacy Solutions®, or HPS, and includes the operations of Humana Pharmacy, Inc., our mail order pharmacy business. These revenues consist of the
prescription price (ingredient cost plus dispensing fee), including the portion to be settled with the member (co-share) or with the government (subsidies), plus any
associated administrative fees. Services revenues related to the distribution of prescriptions by third party retail pharmacies in our networks are recognized when
the claim is processed and product revenues from dispensing prescriptions from our mail order pharmacies are recorded when the prescription or product is
shipped. Our pharmacy operations, which are responsible for designing pharmacy benefits, including defining member co-share responsibilities, determining
formulary listings, contracting with retail pharmacies, confirming member eligibility, reviewing drug utilization, and processing claims, act as a principal in the
arrangement on behalf of members in our other segments. As principal, our Healthcare Services segment reports revenues on a gross basis, including co-share
amounts from members collected by third party retail pharmacies at the point of service.

In addition, our Healthcare Services intersegment revenues include revenues earned by certain owned providers derived from risk-based and non-risk-based
managed care agreements with our health plans. Under risk based agreements, the provider receives a monthly capitated fee that varies depending on the
demographics and health status of the member, for each member assigned to these owned providers by our health plans. The owned provider assumes the
economic risk of funding the assigned members’ healthcare services. Under non risk-based agreements, our health plans retain the economic risk of funding the
assigned members' healthcare services. Our Healthcare Services segment reports provider services revenues associated with risk-based agreements on a gross basis,
whereby capitation fee revenue is recognized in the period in which the assigned members are entitled to receive healthcare services. Provider services revenues
associated with non-risk-based agreements are presented net of associated healthcare costs.

We present our consolidated results of operations from the perspective of the health plans. As a result, the cost of providing benefits to our members, whether
provided via a third party provider or internally through a stand-alone subsidiary, is classified as benefits expense and excludes the portion of the cost for which the
health plans do not bear responsibility, including member co-share amounts and government subsidies of $14.9 billion in 2019, $13.4 billion in 2018, and $13.5
billion in 2017. In addition, depreciation and amortization expense associated with certain businesses in our Healthcare Services segment delivering benefits to our
members, primarily associated with our provider services and pharmacy operations, are included with benefits expense. The amount of this expense was $117
million in 2019, $129 million in 2018, and $107 million in 2017.

Other than those described previously, the accounting policies of each segment are the same and are described in Note 2. Transactions between reportable
segments primarily consist of sales of services rendered by our Healthcare Services segment, primarily pharmacy, provider, and clinical care services, to our Retail
and Group and Specialty segment customers. Intersegment sales and expenses are recorded at fair value and eliminated in consolidation. Members served by our
segments often use the same provider networks, enabling us in some instances to obtain more favorable contract terms with providers. Our segments also share
indirect costs and assets. As a result, the profitability of each segment is interdependent. We allocate most operating expenses to our segments. Assets and certain
corporate income and expenses are not allocated to the segments, including the portion of investment income not supporting segment operations, interest expense
on corporate debt, and certain other corporate expenses. These items are managed at a corporate level. These corporate amounts are reported separately from our
reportable segments and are included with intersegment eliminations in the tables presenting segment results below.
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 Retail  
Group and
Specialty  

Healthcare
Services  

Eliminations/
Corporate  Consolidated

 (in millions)
2019     
External revenues     

Premiums:     
Individual Medicare Advantage $ 43,128  $ —  $ —  $ —  $ 43,128
Group Medicare Advantage 6,475  —  —  —  6,475
Medicare stand-alone PDP 3,165  —  —  —  3,165

Total Medicare 52,768  —  —  —  52,768
Fully-insured 588  5,123  —  —  5,711
Specialty —  1,571  —  —  1,571
Medicaid and other 2,898  —  —  —  2,898

Total premiums 56,254  6,694  —  —  62,948
Services revenue:     

Provider —  —  446  —  446
ASO and other 17  790  —  —  807
Pharmacy —  —  186  —  186

Total services revenue 17  790  632  —  1,439
Total external revenues 56,271  7,484  632  —  64,387
Intersegment revenues     

Services —  18  18,255  (18,273)  —
Products —  —  6,894  (6,894)  —

Total intersegment revenues —  18  25,149  (25,167)  —
Investment income 195  23  2  281  501

Total revenues 56,466  7,525  25,783  (24,886)  64,888
Operating expenses:     

Benefits 48,602  5,758  —  (503)  53,857
Operating costs 5,306  1,651  24,852  (24,428)  7,381
Depreciation and amortization 323  88  156  (109)  458

Total operating expenses 54,231  7,497  25,008  (25,040)  61,696
Income from operations 2,235  28  775  154  3,192
Interest expense —  —  —  242  242
Other income, net —  —  —  (506)  (506)
Income before income taxes and equity in net earnings 2,235  28  775  418  3,456
Equity in net earnings of Kindred at Home —  —  14  —  14
Segment earnings $ 2,235  $ 28  $ 789  $ 418  $ 3,470

Premium and services revenues derived from our contracts with the federal government, as a percentage of our total premium and services revenues, was
approximately 82% for 2019, compared to 81% for 2018, and 79% for 2017.
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 Retail  
Group and
Specialty  

Healthcare
Services  

Individual
Commercial  Other Businesses  

Eliminations/
Corporate  Consolidated

 (in millions)
2018       
External revenues              

Premiums:       
Individual Medicare Advantage $ 35,656  $ —  $ —  $ —  $ —  $ —  $ 35,656
Group Medicare Advantage 6,103  —  —  —  —  —  6,103
Medicare stand-alone PDP 3,584  —  —  —  —  —  3,584

Total Medicare 45,343  —  —  —  —  —  45,343
Fully-insured 510  5,444  —  8  —  —  5,962
Specialty —  1,359  —  —  —  —  1,359
Medicaid and other 2,255  —  —  —  22  —  2,277

Total premiums 48,108  6,803  —  8  22  —  54,941
Services revenue:       

Provider —  —  404  —  —  —  404
ASO and other 11  835  —  —  4  —  850
Pharmacy —  —  203  —  —  —  203

Total services revenue 11  835  607  —  4  —  1,457
Total external revenues 48,119  7,638  607  8  26  —  56,398
Intersegment revenues       

Services —  18  16,840  —  —  (16,858)  —
Products —  —  6,330  —  —  (6,330)  —

Total intersegment revenues —  18  23,170  —  —  (23,188)  —
Investment income 136  23  34  —  110  211  514

Total revenues 48,255  7,679  23,811  8  136  (22,977)  56,912
Operating expenses:       

Benefits 40,925  5,420  —  (70)  77  (470)  45,882
Operating costs 5,327  1,810  22,905  4  6  (22,527)  7,525
Depreciation and amortization 270  88  163  —  —  (116)  405

Total operating expenses 46,522  7,318  23,068  (66)  83  (23,113)  53,812
Income from operations 1,733  361  743  74  53  136  3,100
Loss on sale of business —  —  —  —  —  786  786
Interest expense —  —  —  —  —  218  218
Other expense, net —  —  —  —  —  33  33
Income (loss) before income taxes and
equity in net earnings 1,733  361  743  74  53  (901)  2,063
Equity in net earnings of Kindred at
Home —  —  11  —  —  —  11
Segment earnings (losses) $ 1,733 $ 361 $ 754 $ 74 $ 53 $ (901)  $ 2,074
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 Retail  
Group and
Specialty  

Healthcare
Services  

Individual
Commercial  

Other
Businesses  

Eliminations/
Corporate  Consolidated

 (in millions)
2017              
External revenues       

Premiums:       
Individual Medicare Advantage $ 32,720  $ —  $ —  $ —  $ —  $ —  $ 32,720
Group Medicare Advantage 5,155  —  —  —  —  —  5,155
Medicare stand-alone PDP 3,702  —  —  —  —  —  3,702

Total Medicare 41,577  —  —  —  —  —  41,577
Fully-insured 478  5,462  —  947  —  —  6,887
Specialty —  1,310  —  —  —  —  1,310
Medicaid and other 2,571  —  —  —  35  —  2,606

Total premiums 44,626  6,772  —  947  35  —  52,380
Services revenue:       

Provider —  —  258  —  —  —  258
ASO and other 10  626  —  —  8  —  644
Pharmacy —  —  80  —  —  —  80

Total services revenue 10  626  338  —  8  —  982
Total external revenues 44,636  7,398  338  947  43  —  53,362
Intersegment revenues       

Services —  20  17,293  —  —  (17,313)  —
Products —  —  6,292  —  —  (6,292)  —

Total intersegment revenues —  20  23,585  —  —  (23,605)  —
Investment income 90  31  35  4  87  158  405

Total revenues 44,726  7,449  23,958  951  130  (23,447)  53,767
Operating expenses:       

Benefits 38,218  5,363  —  544  131  (760)  43,496
Operating costs 4,292  1,590  22,848  201  12  (22,376)  6,567
Merger termination fee and related
costs, net —  —  —  —  —  (936)  (936)
Depreciation and amortization 238  84  143  13  —  (100)  378

Total operating expenses 42,748  7,037  22,991  758  143  (24,172)  49,505
Income (loss) from operations 1,978  412  967  193  (13)  725  4,262
Interest expense —  —  —  —  —  242  242
Income (loss) before income taxes and
equity in net earnings 1,978  412  967  193  (13)  483  4,020
Equity in net earnings of Kindred at
Home —  —  —  —  —  —  —
Segment earnings (losses) $ 1,978  $ 412  $ 967  $ 193  $ (13)  $ 483  $ 4,020
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19. REINSURANCE

Certain blocks of insurance assumed in acquisitions, primarily life and annuities in run-off status and, prior to its sale in 2018, long-term care, are subject to
reinsurance where some or all of the underwriting risk related to these policies has been ceded to a third party. In addition, a large portion of our reinsurance takes
the form of 100% coinsurance agreements where, in addition to all of the underwriting risk, all administrative responsibilities, including premium collections and
claim payment, have also been ceded to a third party. We acquired these policies and related reinsurance agreements with the purchase of stock of companies in
which the policies were originally written. We acquired these companies for business reasons unrelated to these particular policies, including the companies’ other
products and licenses necessary to fulfill strategic plans.

A reinsurance agreement between two entities transfers the underwriting risk of policyholder liabilities to a reinsurer while the primary insurer retains the
contractual relationship with the ultimate insured. As such, these reinsurance agreements do not completely relieve us of our potential liability to the ultimate
insured. However, given the transfer of underwriting risk, our potential liability is limited to the credit exposure which exists should the reinsurer be unable to
meet its obligations assumed under these reinsurance agreements.

Reinsurance recoverables represent the portion of future policy benefits payable and benefits payable that are covered by reinsurance. Amounts recoverable
from reinsurers are estimated in a manner consistent with the methods used to determine future policy benefits payable as detailed in Note 2. Reinsurance
recoverables, included in other current and long-term assets, were $267 million at December 31, 2019 and $314 million at December 31, 2018. The amount of
these reinsurance recoverables resulting from 100% coinsurance agreements was approximately $267 million at December 31, 2019 and approximately $313
million at December 31, 2018. Premiums ceded were $1 billion in 2019, $976 million in 2018 and $969 million in 2017. Benefits ceded were $881 million in
2019, $980 million in 2018, and $844 million in 2017. Historical ceded premium and benefits reflect the activity associated with ceding all risk under a Medicaid
contract to a third party reinsurer. The reinsurance agreement ceding all risk under the Medicaid contract was terminated effective January 1, 2020.

We evaluate the financial condition of our reinsurers on a regular basis. Protective Life Insurance Company with $174 million in reinsurance recoverables is
well-known and well-established with a AM Best rating of A+ (superior) at December 31, 2019 . The remaining reinsurance recoverables of $94 million are
divided between 11 other reinsurers, with $72 million subject to funds withheld accounts or other financial guarantees supporting the repayment of these amounts.
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Report of Independent Registered Public Accounting Firm
 
To the Board of Directors and Stockholders of Humana Inc.

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Humana Inc. and its subsidiaries (the “Company”) as of December 31, 2019 and 2018, and the
related consolidated statements of income, of comprehensive income, of stockholders’ equity and of cash flow for each of the three years in the period ended
December 31, 2019, including the related notes and financial statement schedules listed in the index appearing under Item 15(a)(2) (collectively referred to as the
“consolidated financial statements”). We also have audited the Company's internal control over financial reporting as of December 31, 2019, based on criteria
established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of December
31, 2019 and 2018, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2019 in conformity with
accounting principles generally accepted in the United States of America. Also in our opinion, the Company maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2019, based on criteria established in Internal Control - Integrated Framework (2013) issued by the COSO.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting, and for
its assessment of the effectiveness of internal control over financial reporting, included in Management’s Report on Internal Control Over Financial Reporting
appearing under Item 9A. Our responsibility is to express opinions on the Company’s consolidated financial statements and on the Company's internal control over
financial reporting based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal
control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal control over financial
reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over financial
reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
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accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the
company are being made only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated financial statements that were communicated or
required to be communicated to the audit committee and that (i) relate to accounts or disclosures that are material to the consolidated financial statements and (ii)
involved our especially challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the
consolidated financial statements, taken as a whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the critical
audit matters or on the accounts or disclosures to which they relate.

Valuation of Incurred but not yet Reported Benefits Payable

As described in Notes 2 and 11 to the consolidated financial statements, the Company’s incurred but not yet reported benefits payable (IBNR) was $4.2 billion as
of December 31, 2019. Management develops its estimate for IBNR using actuarial methodologies and assumptions, primarily based upon historical claim
experience. As described by management, for the periods prior to the most recent two months, the key assumption used in estimating IBNR is that the completion
factor pattern remains consistent over a rolling 12-month period after adjusting for known changes in claim inventory levels and known changes in claim payment
processes. For the most recent two months, IBNR is estimated primarily from a trend analysis based upon per member per month claims trends developed from
historical experience in the preceding months, adjusted for known changes in estimates of recent hospital and drug utilization data, provider contracting changes,
changes in benefit levels, changes in member cost sharing, changes in medical management processes, product mix and workday seasonality.

The principal considerations for our determination that performing procedures relating to the valuation of IBNR is a critical audit matter are there was significant
judgment by management when developing the estimate of IBNR. This in turn led to a high degree of auditor judgment, subjectivity and effort in performing
procedures and evaluating actuarial methodologies and significant assumptions, including completion factors and per member per month claims trends. Also, the
audit effort involved the use of professionals with specialized skill and knowledge to assist in performing these procedures and evaluating the audit evidence
obtained from these procedures.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial
statements. These procedures included testing the effectiveness of controls relating to the valuation of IBNR, including controls over the actuarial methodologies
and development of significant assumptions related to completion factors and per member per month claims trends. These procedures also included, among others,
involvement of professionals with specialized skill and knowledge to assist in developing an independent estimate of IBNR. This independent estimate includes a
range of reasonable outcomes which are compared to management’s estimate of IBNR. Developing the independent estimate involved developing independent
completion factors and per member per month claims trends assumptions using management’s data, testing the completeness and accuracy of data provided by
management, and evaluating the reasonableness of management’s assumptions.
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Goodwill Impairment Assessment - Provider and Clinical Reporting Units

As described in Notes 2 and 9 to the consolidated financial statements, the Company’s consolidated goodwill balance was $3.9 billion as of December 31, 2019,
and the goodwill associated with the Provider and Clinical Reporting Units was $1.3 billion. Management conducts an impairment test in the fourth quarter of each
year and more frequently if adverse events or changes in circumstances indicate that the asset may be impaired. Management relies on a discounted cash flow
analysis to determine fair value and uses discount rates that correspond to a market-based weighted-average cost of capital, and terminal growth rates that
correspond to long-term growth prospects, consistent with the long-term inflation rate. Key assumptions in management’s cash flow projections, including revenue
growth rates, medical and operating cost trends, and projected operating income, are consistent with those utilized in management’s long-range business plan and
annual planning process.

The principal considerations for our determination that performing procedures relating to the goodwill impairment assessment of the Provider and Clinical
Reporting Units is a critical audit matter are there was significant judgment by management when developing the fair value estimate of the reporting units. This in
turn led to a high degree of auditor judgment, subjectivity, and audit effort in performing procedures to evaluate management’s cash flow projections, including
significant assumptions for the revenue and terminal growth rates, projected operating income, and the discount rate. Also, the audit effort involved the use of
professionals with specialized skill and knowledge to assist in performing these procedures and evaluating the audit evidence obtained from these procedures.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial
statements. These procedures included testing the effectiveness of controls relating to management’s goodwill impairment assessment, including controls over the
significant assumptions used in the valuation of the Provider and Clinical Reporting Units. These procedures also included, among others, testing management's
process for developing the fair value estimate of the reporting units; evaluating the appropriateness of the discounted cash flow analysis; testing the completeness
and accuracy of underlying data used in the analysis; and evaluating the reasonableness of significant assumptions used by management, including the revenue and
terminal growth rates and projected operating income, by considering the past performance of the reporting units and considering whether these assumptions were
consistent with evidence obtained in other areas of the audit. Professionals with specialized skill and knowledge were used to assist in the evaluation of the
appropriateness of the Company’s discounted cash flow analysis and the reasonableness of the significant assumptions, including the terminal growth rates and the
discount rate impacting the reporting units’ future cash flows.
 
 
 
/s/ PricewaterhouseCoopers LLP
Louisville, Kentucky
February 20, 2020

We have served as the Company’s auditor since 1968.
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Humana Inc.
QUARTERLY FINANCIAL INFORMATION

(Unaudited)

A summary of our quarterly unaudited results of operations for the years ended December 31, 2019 and 2018 follows:

 2019

 First  Second  Third  Fourth
 (in millions, except per share results)

Total revenues $ 16,107  $ 16,245  $ 16,241  $ 16,295
Income before income taxes and equity in net earnings 746  1,229  888  593
Net income 566  940  689  512
Basic earnings per common share (1) $ 4.18  $ 6.96  $ 5.16  $ 3.87
Diluted earnings per common share (1) $ 4.16  $ 6.94  $ 5.14  $ 3.84
        

 2018

 First  Second  Third  Fourth
 (in millions, except per share results)

Total revenues $ 14,279  $ 14,259  $ 14,206  $ 14,168
Income before income taxes and equity in net earnings 707  19  901  436
Net income 491  193  644  355
Basic earnings per common share (1) $ 3.56  $ 1.40  $ 4.68  $ 2.60
Diluted earnings per common share (1) $ 3.53  $ 1.39  $ 4.65  $ 2.58

(1) The calculation of earnings per common share is based on the weighted average shares outstanding during each quarter and, accordingly, the sum may not
equal the total for the year.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES

Management’s Responsibility for Financial Statements and Other Information

We are responsible for the preparation and integrity of the consolidated financial statements appearing in our Annual Report. The consolidated financial
statements were prepared in conformity with accounting principles generally accepted in the United States and include amounts based on our estimates and
judgments. All other financial information in this report has been presented on a basis consistent with the information included in the financial statements.

Our control environment is the foundation for our system of internal control over financial reporting and is embodied in our Code of Ethics and Business
Conduct, which we currently refer to as the Humana Inc. Ethics Every Day. It sets the tone of our organization and includes factors such as integrity and ethical
values. Our internal control over financial reporting is supported by formal policies and procedures which are reviewed, modified and improved as changes occur
in business conditions and operations.

The Audit Committee of the Board of Directors, which is composed solely of independent outside directors, meets periodically with members of management,
the internal auditors and our independent registered public accounting firm to review and discuss internal controls over financial reporting and accounting and
financial reporting matters. Our independent registered public accounting firm and internal auditors report to the Audit Committee and accordingly have full and
free access to the Audit Committee at any time.

Evaluation of Disclosure Controls and Procedures

We have established disclosure controls and procedures to ensure that material information relating to the Company, including its consolidated subsidiaries, is
made known to members of senior management and the Board of Directors.

Based on our evaluation as of December 31, 2019, we as the principal executive officer, the principal financial officer and the principal accounting officer of
the Company have concluded that the Company’s disclosure controls and procedures (as defined in the Securities Exchange Act of 1934) are effective to ensure
that the information required to be disclosed by the Company in the reports that it files or submits under the Securities Exchange Act of 1934 is recorded,
processed, summarized and reported as specified in Securities and Exchange Commission rules and forms.

Management’s Report on Internal Control Over Financial Reporting

We are responsible for establishing and maintaining effective internal control over financial reporting as defined in Rule 13a-15(f) under the Securities
Exchange Act of 1934. The Company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate or that the degree of compliance with the policies or procedures may
deteriorate.
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We assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2019. In making this assessment, we used the
criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control – Integrated Framework (2013). Based
on our assessment, we determined that, as of December 31, 2019, the Company’s internal control over financial reporting was effective based on those criteria.

The effectiveness of our internal control over financial reporting as of December 31, 2019 has been audited by PricewaterhouseCoopers LLP, our independent
registered public accounting firm, who also audited the Company’s consolidated financial statements included in our Annual Report on Form 10-K, as stated in
their report which appears on page 120.

Changes in Internal Control over Financial Reporting

There have been no changes in the Company’s internal control over financial reporting during the quarter ended December 31, 2019 that have materially
affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Directors

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to be
held on April 23, 2020 appearing under the caption “Proposal One: Election of Directors” in such Proxy Statement.

Executive Officers of the Registrant

A list of our executive officers and biographical information appears in Part I, Item 1 of this Form 10-K.

Code of Conduct for Chief Executive Officer and Senior Financial Officers

We have adopted a Code of Conduct for the Chief Executive Officer and Senior Financial Officers, violations of which should be reported to the Audit
Committee. The code may be viewed through the Investor Relations section of our web site at www.humana.com. Any amendment to or waiver of the application
of the Code of Conduct for the Chief Executive Officer and Senior Financial Officers will be promptly disclosed through the Investor Relations section of our web
site at www.humana.com.

Code of Business Conduct and Ethics

Since 1995, we have operated under an omnibus Code of Ethics and Business Conduct, currently known as the Humana Inc. Ethics Every Day (the “Code”).
All employees and directors are required to annually affirm in writing their acceptance of the Code. The Code was adopted by our Board of Directors in June 2014,
replacing a previous iteration, known as the Humana Inc. Principles of Business Ethics, as the document to comply with the New York Stock Exchange Corporate
Governance Standard 303A.10. The Code is available on our web site at www.humana.com, and any waiver of the application of the Code with respect to directors
or executive officers must be made by the Board of Directors and will be promptly disclosed on our web site at www.humana.com.

Corporate Governance Items

We have made available free of charge on or through the Investor Relations section of our web site at www.humana.com our annual reports on Form 10-K,
quarterly reports on Form 10-Q, proxy statements, and all of our other reports, and, if applicable, amendments to those reports filed or furnished pursuant to
Section 13(a) of the Exchange Act, as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC. Also available on our
Internet web site is information about our corporate governance, including:

• a determination of independence for each member of our Board of
Directors;

• the name, membership, role, and charter of each of the various committees of our Board of
Directors;

• the name(s) of the directors designated as a financial expert under rules and regulations promulgated by the
SEC;

• the responsibility of the Company’s Lead Independent Director, if applicable, to convene, set the agenda for, and lead executive sessions of the non-
management directors;

• the pre-approval process of non-audit services provided by our independent
accountants;

• our By-laws and Certificate of
Incorporation;

• our Majority Vote
policy;

• our Related Persons Transaction
Policy;

• the process by which interested parties can communicate with directors;
• the process by which stockholders can make director nominations (pursuant to our By-

laws);
• our Corporate Governance Guidelines;
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• our Policy Regarding Transactions in Company Securities, Inside Information and
Confidentiality;

• Stock Ownership Guidelines for directors and for executive
officers;

• the Humana Inc. Ethics Every Day and any waivers thereto;
and

• the Code of Conduct for the Chief Executive Officer and Senior Financial Officers and any waivers
thereto.

Additional information about these items can be found in, and is incorporated by reference to, our Proxy Statement for the Annual Meeting of Stockholders
scheduled to be held on April 23, 2020.

Material Changes to the Procedures by which Security Holders May Recommend Nominees to the Registrant’s Board of Directors

None.

Audit Committee Financial Expert

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to be
held on April 23, 2020 appearing under the caption “Corporate Governance – Audit Committee” of such Proxy Statement.

Audit Committee Composition and Independence

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to be
held on April 23, 2020 appearing under the caption “Corporate Governance – Committee Membership and Attendance” of such Proxy Statement.

ITEM 11. EXECUTIVE COMPENSATION

Additional information required by this Item is incorporated herein by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled
to be held on April 23, 2020.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Equity compensation plan information

We maintain plans under which options to purchase our common stock and awards of restricted stock may be made to officers, directors, and key employees.
Stock options are granted with an exercise price equal to the fair market value of the underlying common stock on the date of grant. Our stock plans, as approved
by the Board of Directors and stockholders, define fair market value as the average of the highest and lowest stock prices reported on the composite tape by the
New York Stock Exchange on a given date. Exercise provisions vary, but most options vest in whole or in part 1 to 3 years after grant and expire up to 7 years
after grant.
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Information concerning stock option awards and the number of securities remaining available for future issuance under our equity compensation plans in
effect as of December 31, 2019 follows:

Plan category

(a)
Number of  securities

to be issued upon
exercise of outstanding

options, warrants
and rights  

(b)
Weighted-average
exercise price of

outstanding
options, warrants

and rights  

(c)
Number of  securities

remaining available for
future issuance under
equity compensation 

plans
(excluding securities

reflected in column(a))   

Equity compensation plans approved by
    security holders (1) 493,723  $ 250.460  19,627,620  (2)(3)(4) 
Equity compensation plans not approved
    by security holders —  —  —   

Total 493,723  $ 250.460  19,627,620   

(1) The above table does not include awards of shares of restricted stock or restricted stock units. For information concerning these awards, see Note
14.

(2) The Humana Inc. 2011 Stock Incentive Plan was approved by stockholders at the Annual Meeting held on April 21, 2011. On July 5, 2011, 18.5 million
shares were registered with the Securities and Exchange Commission on Form S-8.

(3) The Humana Inc. Amended and Restated Stock Incentive Plan was approved by stockholders at the Annual Meeting held on April 18, 2019. On May 1,
2019, 16 million shares were registered with the Securities and Exchange Commission on Form S-8.

(4) Of the number listed above, 6,388,331 (1,672,918 from the 2011 Plan and 4,715,413 from the Amended and Restated Plan) can be issued as restricted
stock at December 31, 2019 (giving effect to the provision that one restricted share is equivalent to 2.29 stock options in the 2011 Plan and 3.35 stock
options in the Amended and Restated Plan).

The information under the captions “Stock Ownership Information - Security Ownership of Certain Beneficial Owners of Company Common Stock” and
“Stock Ownership Information - Security Ownership of Directors and Executive Officers” in our Proxy Statement for the Annual Meeting of Stockholders
scheduled to be held on April 23, 2020, is herein incorporated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to be
held on April 23, 2020 appearing under the captions “Certain Transactions with Management and Others” and “Corporate Governance – Director Independence”
of such Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to be
held on April 23, 2020 appearing under the caption “Audit Committee Report” of such Proxy Statement.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a)   The financial statements, financial statement schedules and exhibits set forth below are filed as part of this report.
  
(1)   Financial Statements – The response to this portion of Item 15 is submitted as Item 8 of Part II of this report.
  
(2)   The following Consolidated Financial Statement Schedules are included herein:
    

   

Schedule I

  

Parent Company Condensed Financial Information at December
31, 2019 and 2018 and for the years ended December 31, 2019,
2018 and 2017    

    

   
Schedule II

  
Valuation and Qualifying Accounts for the years ended December
31, 2019, 2018 and 2017    

All other schedules have been omitted because they are not applicable.

(3) Exhibits:

3(a) Restated Certificate of Incorporation of Humana Inc. filed with the Secretary of State of Delaware on November 9, 1989, as restated to incorporate
the amendment of January 9, 1992, and the correction of March 23, 1992 (incorporated herein by reference to Exhibit 4(i) to Humana Inc.’s Post-
Effective Amendment No.1 to the Registration Statement on Form S-8 (Reg. No. 33-49305) filed February 2, 1994).

  
(b) Humana Inc. Amended and Restated By-Laws of Humana Inc., effective as of December 14, 2017 (incorporated herein by reference to Exhibit 3(b)

to Humana Inc.’s Current Report on Form 8-K filed on December 14, 2017).
  
4(a) Indenture, dates as of August 5, 2003, by and between Humana Inc. and The Bank of New York, as trustee (incorporated herein by reference to

Exhibit 4.1 to Humana Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2003, File No. 001-05975).
  
(b) Fourth Supplemental Indenture, dated as of June 5, 2008, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as trustee

(incorporated herein by reference to Exhibit 4.3 to Humana Inc.’s Current Report on Form 8-K filed on June 5, 2008).
  
(c) Indenture, dated as of March 30, 2006, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as trustee (incorporated

herein by reference to Exhibit 4.2 to Humana Inc.’s Registration Statement on Form S-3 filed on March 31, 2006, Req. No. 333-132878).
  
(d) There are no instruments defining the rights of holders with respect to long-term debt in excess of 10 percent of the total assets of Humana Inc. on a

consolidated basis. Other long-term indebtedness of Humana Inc. is described herein in Note 13 to Consolidated Financial Statements. Humana Inc.
agrees to furnish copies of all such instruments defining the rights of the holders of such indebtedness not otherwise filed as an Exhibit to this Annual
Report on Form 10-K to the Commission upon request.

  
(e) Fifth Supplemental Indenture, dated as of December 10, 2012, by and between Humana Inc. and The Bank of New York Mellon Trust Company,

N.A., as trustee (incorporated herein by reference to Exhibit 4.1 to Humana Inc.’s Current Report on Form 8-K filed on December 10, 2012).
  
(f) Sixth Supplemental Indenture, dated as of December 10, 2012, by and between Humana Inc. and The Bank of New York Mellon Trust Company,

N.A., as trustee (incorporated herein by reference to Exhibit 4.3 to Humana Inc.’s Current Report on Form 8-K filed on December 10, 2012).
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(g) Eighth Supplemental Indenture, dated as of September 19, 2014, by and between Humana Inc. and The Bank of New York Mellon Trust Company,
N.A., as trustee (incorporated herein by reference to Exhibit 4.4 to Humana Inc.’s Current Report on Form 8-K filed on September 19, 2014).

  
(h) Ninth Supplemental Indenture, dated as of September 19, 2014, by and between Humana Inc. and The Bank of New York Mellon Trust Company,

N.A., as trustee (incorporated herein by reference to Exhibit 4.6 to Humana Inc.’s Current Report on Form 8-K filed on September 19, 2014).
  
(i) Tenth Supplemental Indenture, dated March 16, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee

(incorporated herein by reference to Exhibit 4.2 to Humana Inc.’s Current Report on Form 8-K filed on March 16, 2017).
  
(j) Eleventh Supplemental Indenture, dated March 16, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee

(incorporated herein by reference to Exhibit 4.4 to Humana Inc.’s Current Report on Form 8-K filed on March 16, 2017).
  
(k) Twelfth Supplemental Indenture, dated December 21, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.2 to Humana Inc.’s Current Report on Form 8-K filed on December 21, 2017).
  
(l) Thirteenth Supplemental Indenture, dated December 21, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.4 to Humana Inc.’s Current Report on Form 8-K filed on December 21, 2017).
  
(m) Fourteenth Supplemental Indenture, dated August 15, 2019, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.2 to Humana Inc.’s Current Report on Form 8-K filed on August 15, 2019).
  
(n) Fifteenth Supplemental Indenture, dated August 15, 2019, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.4 to Humana Inc.’s Current Report on Form 8-K filed on August 15, 2019).
  
(o)† Description of Securities.

  
10(a)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (with retirement

provisions) (incorporated herein by reference to Exhibit 10(a) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31,
2015).

  
(b)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (without

retirement provisions) (incorporated herein by reference to Exhibit 10(b) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2015).

  
(c)* Humana Inc. Executive Incentive Compensation Plan, as amended and restated January 1, 2020 (incorporated herein by reference to Exhibit 10.1 to

Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2019.
  
(d)* Trust under Humana Inc. Deferred Compensation Plans (incorporated herein by reference to Exhibit 10(p) to Humana Inc.’s Annual Report on Form

10-K for the fiscal year ended December 31, 1999, File No. 001-05975).
  
(e)* The Humana Inc. Deferred Compensation Plan for Non-Employee Directors (as amended on October 18, 2012) (incorporated herein by reference to

Exhibit 10(m) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012).
  
(f)* Humana Inc. Executive Severance Policy, effective as of March 1, 2019 (incorporated herein by reference to Exhibit 10(f) to Humana Inc.’s Annual

Report on Form 10-K filed on February 21, 2019).
  
(g)* Humana Inc. Deferred Compensation Plan (incorporated herein by reference to Exhibit 4.1 to the Company’s Registration Statement on Form S-8

(Reg. No. 333-171616), filed on January 7, 2011).
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(h)* Humana Retirement Equalization Plan, as amended and restated as of January 1, 2011 (incorporated herein by reference to Exhibit 10(p) to Humana
Inc.’s Annual Report on Form 10-K filed on February 18, 2011).

  
(i)* Letter agreement with Humana Inc. officers concerning health insurance availability (incorporated herein by reference to Exhibit 10(mm) to Humana

Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 1994, File No. 001-05975).
  
(j)* Executive Long-Term Disability Program (incorporated herein by reference to Exhibit 10(a) to Humana Inc.’s Quarterly Report on Form 10-Q for the

quarter ended September 30, 2004).
  
(k)* Indemnity Agreement (incorporated herein by reference to Appendix B to Humana Inc.’s Proxy Statement with respect to the Annual Meeting of

Stockholders held on January 8, 1987).
  
(l)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Solicit under the 2011 Stock Incentive Plan (with retirement provisions)

(incorporated herein by reference to Exhibit 10(o) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015).
  
(m)* Summary of the Company’s Financial Planning Program for our executive officers (incorporated herein by reference to Exhibit 10(v) to Humana’s

Inc.’s Annual Report on Form 10-K filed on February 22, 2013.
  
(n)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Solicit under the 2011 Stock Incentive Plan (without retirement

provisions) (incorporated herein by reference to Exhibit 10(q) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31,
2015).

  
(o) Five-Year $2 Billion Amended and Restated Credit Agreement , dated as of May 22, 2017, among Humana Inc., and JPMorgan Chase Bank, N.A. as

Agent and as CAF Loan Agent, Bank of America, N.A. as Syndication Agent, Citibank, N.A., PNC Bank, National Association, U.S. Bank National
Association, and Wells Fargo Bank, National Association, as Documentation Agents, and J.P. Morgan Chase Bank, N.A., Merrill Lynch, Pierce,
Fenner & Smith Incorporated, Citigroup Global Markets, Inc., PNC Capital Markets LLC, U.S. Bank National Association, and Wells Fargo
Securities, LLC, as Joint-Lead Arrangers and Joint Bookrunners (incorporated herein by reference to Exhibit 10 to Humana Inc.’s Current Report on
Form 8-K filed on May 22, 2017).

  
(p) Form of CMS Coordinated Care Plan Agreement (incorporated herein by reference to Exhibit 10.1 to Humana Inc.’s Quarterly Report on Form 10-Q

for the quarter ended September 30, 2005, File No. 001-05975).
  
(q) Form of CMS Private Fee for Service Agreement (incorporated herein by reference to Exhibit 10.2 to Humana Inc.’s Quarterly Report on Form 10-Q

for the quarter ended September 30, 2005, File No. 001-05975).
  
(r) Addendum to Agreement Providing for the Operation of a Medicare Voluntary Prescription Drug Plan (incorporated herein by reference to Exhibit

10.3 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(s) Addendum to Agreement Providing for the Operation of an Employer/Union-only Group Medicare Advantage Prescription Drug Plan (incorporated

herein by reference to Exhibit 10.4 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(t) Addendum to Agreement Providing for the Operation of an Employer/Union-only Group Medicare Advantage-Only Plan (incorporated herein by

reference to Exhibit 10.5 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(u) Addendum to Agreement Providing for the Operation of a Medicare Advantage Regional Coordinated Care Plan (incorporated herein by reference to

Exhibit 10.6 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(v) Explanatory Note regarding Medicare Prescription Drug Plan Contracts between Humana and CMS (incorporated herein by reference to Exhibit

10(nn) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2005, File No. 001-05975).
  
(w)* Humana Inc. 2011 Stock Incentive Plan (incorporated herein by reference to Appendix A to Humana Inc.’s Proxy Statement with respect to the

Annual Meeting of Stockholders held on April 21, 2011).

131

Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
132 of 153

Exempt from Business Proposal 
and Total Page Limits

742(E)



  
(x)* Amended and Restated Employment Agreement, dated as of February 27, 2014, by and between Humana Inc. and Bruce D. Broussard (incorporated

herein by reference to Exhibit 10.1 to Humana Inc.’s current report on Form 8-K filed on February 28, 2014).
  
(y)* Amendment to the Amended and Restated Employment Agreement between Humana Inc. and Bruce D. Broussard, dated July 2, 2015 (incorporated

herein by reference to Exhibit 10.1 to Humana Inc.’s current report on Form 8-K filed on July 9, 2015).
  
(z)* Amendment No. 2, dated as of August 16, 2018, to the Amended and Restated Employment Agreement between Humana Inc. and Bruce D.

Broussard, dated as of February 27, 2014 (incorporated herein by reference to Exhibit 10.1 to Humana Inc.s Current Report on Form 8-K, filed on
August 20, 2018).

  
(aa)* Humana Inc. Change in Control Policy, effective March 1, 2019 (incorporated herein by reference to Exhibit 10(aa) to Humana Inc.’s Annual Report

on Form 10-K filed on February 21, 2019).
  
(bb) Form of Commercial Paper Dealer Agreement between Humana Inc., as Issuer, and the Dealer party thereto (incorporated herein by reference to

Exhibit 10.1 to Humana Inc.’s current report on Form 8-K filed on October 7, 2014).
  
(cc) Form of Company's Stock Option Agreement under the 2011 Stock Incentive Plan (Incentive Stock Options) (incorporated herein by reference to

Exhibit 10(jj) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015).
  
(dd)* Form of Company's Stock Option Agreement under the 2011 Stock Incentive Plan (Non-Qualified Stock Options with Non-Compete/Non-Solicit)

(incorporated herein by reference to Exhibit 10(kk) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015).
  
(ee)* Form of Company's Restricted Stock Unit Agreement with Performance Vesting and Agreement not to Compete or Solicit under the 2011 Stock

Incentive Plan (incorporated herein by reference to Exhibit 10(nn) to Humana Inc.’s Annual Report on Form 10-K filed on February 16, 2018).
  
(ff)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (with retirement

provisions) (incorporated herein by reference to Exhibit 10(ff) to Humana Inc.’s Annual Report on Form 10-K filed on February 21, 2019).
  
(gg)* Form of Company's Restricted Stock Unit Agreement with Performance Vesting and Agreement not to Compete or Solicit under the 2011 Stock

Incentive Plan (incorporated herein by reference to Exhibit 10(gg) to Humana Inc.’s Annual Report on Form 10-K filed on February 21, 2019).
  
(hh)* Form of Company’s Incentive Stock Option Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (incorporated

herein by reference to Exhibit 10(hh) to Humana Inc.’s Annual Report on Form 10-K filed on February 21, 2019).
  
(ii)* Form of Company’s Stock Option Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (Non-Qualified Stock

Options) (incorporated herein by reference to Exhibit 10(ii) to Humana Inc.’s Annual Report on Form 10-K filed on February 21, 2019).
  
(jj)* Humana Inc. Compensation Recoupment Policy, effective February 21, 2019 (incorporated herein by reference to Exhibit 10(jj) to Humana Inc.’s

Annual Report on Form 10-K filed on February 21, 2019).
  
(kk)* Amended and Restated Humana Inc. Stock Incentive Plan (incorporated herein by reference to Appendix A to Humana Inc.’s Proxy Statement with

respect to the Annual Meeting of Stockholders held on April 18, 2019).
  
(ll)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock

Incentive Plan (with retirement provisions) (incorporated herein by reference to Exhibit 10.2 to Humana Inc.’s Quarterly Report on Form 10-Q for
the quarter ended March 31, 2019).
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(mm)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock
Incentive Plan (without retirement provisions) (incorporated herein by reference to Exhibit 10.3 to Humana Inc.’s Quarterly Report on Form 10-Q for
the quarter ended March 31, 2019).

  
(nn)* Form of Company’s Restricted Stock Unit Agreement with Performance Vesting and Agreement not to Compete or Solicit under the Amended and

Restated Humana Inc. Stock Incentive Plan (incorporated herein by reference to Exhibit 10.4 to Humana Inc.’s Quarterly Report on Form 10-Q for
the quarter ended March 31, 2019).

  
(oo)* Form of Company’s Incentive Stock Option Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc.

Stock Incentive Plan (incorporated herein by reference to Exhibit 10.5 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended March
31, 2019).

  
(pp)* Form of Company’s Stock Option Agreement and Agreement not to Compete or Solicit under the Amended and Restated Humana Inc. Stock

Incentive Plan (Non-Qualified Stock Options) (incorporated herein by reference to Exhibit 10.6 to Humana Inc.’s Quarterly Report on Form 10-Q for
the quarter ended March 31, 2019).

  
14 Code of Conduct for Chief Executive Officer & Senior Financial Officers (incorporated herein by reference to Exhibit 14 to Humana Inc.’s Annual

Report on Form 10-K for the fiscal year ended December 31, 2003).
  
21 † List of subsidiaries.
  
23 † Consent of PricewaterhouseCoopers LLP.
  
31.1 † CEO certification pursuant to Rule 13a-14(a)/15d-14(a).
  
31.2 † CFO certification pursuant to Rule 13a-14(a)/15d-14(a).
  
32 † Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes – Oxley Act of 2002.

101 The following materials from Humana Inc.'s Annual Report on Form 10-K formatted in iXBRL (Inline Extensible Business Reporting Language): (i) the
Consolidated Balance Sheets at December 31, 2019 and 2018; (ii) the Consolidated Statements of Income for the years ended December 31, 2019, 2018
and 2017; (iii) the Consolidated Statements of Comprehensive Income for the years ended December 31, 2019, 2018 and 2017; (iv) the Consolidated
Statements of Stockholders’ Equity as of December 31, 2019, 2018, and 2017; (v) the Consolidated Statements of Cash Flows for the years ended
December 31, 2019, 2018 and 2017; and (vi) Notes to Consolidated Financial Statements. The instance document does not appear in the Interactive Data
File because its XBRL tags are embedded within the Inline XBRL document.

104     Cover Page Interactive Data File formatted in Inline XBRL and contained in Exhibit 101.

*Exhibits 10(a) through and including 10(n), and Exhibits 10(w) through and including 10(aa), as well as Exhibits 10(cc) through and including Exhibit 10(pp) are
compensatory plans or management contracts.

**Pursuant to Rule 24b-2 of the Exchange Act, confidential portions of this exhibit have been omitted and filed separately with the Securities and Exchange
Commission pursuant to a request for confidential treatment.

†Submitted electronically with this report.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED BALANCE SHEETS

 December 31,

 2019  2018

 
(in millions, except share

amounts)

ASSETS    
Current assets:    

Cash and cash equivalents $ 1,006  $ 265
Investment securities 355  313
Receivable from operating subsidiaries 1,248  1,306
Other current assets 778  628

Total current assets 3,387  2,512
Property and equipment, net 1,403  1,209
Investments in subsidiaries 14,763  16,951
Equity method investment in Kindred at Home 1,063 1,047
Other long-term assets 778  359

Total assets $ 21,394  $ 22,078

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Payable to operating subsidiaries $ 1,975  $ 4,487
Current portion of notes payable to operating subsidiaries 36  28
Book overdraft 40  38
Short-term debt 699  1,694
Other current liabilities 1,128  791

Total current liabilities 3,878  7,038
Long-term debt 4,967  4,375
Other long-term liabilities 512  504

Total liabilities 9,357  11,917
Commitments and contingencies  
Stockholders’ equity:    

Preferred stock, $1 par; 10,000,000 shares authorized; none issued —  —
Common stock, $0.16 2/3 par; 300,000,000 shares authorized; 
198,629,992 shares issued at December 31, 2019 and 198,594,841 
shares issued at December 31, 2018 33  33
Capital in excess of par value 2,820  2,535
Retained earnings 17,483  15,072
Accumulated other comprehensive income (loss) 156  (159)
Treasury stock, at cost, 66,524,771 shares at December 31, 2019 
and 63,028,169 shares at December 31, 2018 (8,455)  (7,320)

Total stockholders’ equity 12,037  10,161
Total liabilities and stockholders’ equity $ 21,394  $ 22,078

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED STATEMENTS OF INCOME
 

 For the year ended December 31,

 2019  2018  2017
 (in millions)

Revenues:      
Management fees charged to operating subsidiaries $ 1,789  $ 1,666  $ 1,864
Investment and other income, net 28  30  57

 1,817  1,696  1,921
Expenses:      

Operating costs 1,578  1,468  1,801
Merger termination fee and related costs, net —  —  (936)
Depreciation 387  342  332
Interest 242  218  243

 2,207  2,028  1,440
Other (income) expense, net (507) 33 —
Loss on sale of business —  782  —
Income (loss) before income taxes and equity in net earnings of subsidiaries 117  (1,147)  481
Provision (benefit) for income taxes 27  (542)  61
Income (loss) before equity in net earnings of subsidiaries 90  (605)  420
Equity in net earnings of subsidiaries 2,603  2,277  2,028
Equity in net earnings of Kindred at Home 14 11 —
Net income $ 2,707  $ 1,683  $ 2,448

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME

 For the year ended December 31,

 2019  2018  2017
 (in millions)

Net income $ 2,707  $ 1,683  $ 2,448
Other comprehensive income (loss):      

Change in gross unrealized investment losses/gains 450  (189)  149
Effect of income taxes (105)  51  (55)

Total change in unrealized investment 
gains/losses, net of tax 345  (138)  94

Reclassification adjustment for net realized 
gains included in investment income (34)  (53)  (14)
Effect of income taxes 8  17  5

Total reclassification adjustment, net of tax (26)  (36)  (9)
Other comprehensive income (loss), net of tax 319  (174)  85
Comprehensive income attributable to our equity method
investment in Kindred at Home (4)  (4)  —
Comprehensive income $ 3,022  $ 1,505  $ 2,533

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED STATEMENTS OF CASH FLOWS

 For the year ended December 31,

 2019  2018  2017
 (in millions)

Net cash provided by operating activities $ 3,529  $ 2,719  $ 2,423
Cash flows from investing activities:      

Acquisitions, net of cash acquired — (354) —
Acquisitions, equity method investment in Kindred at Home — (1,095) —
Capital contributions to operating subsidiaries (423)  (697)  (695)
Purchases of investment securities (204)  (145)  (53)
Proceeds from sale of investment securities 15  35  —
Maturities of investment securities 134  59  51
Purchases of property and equipment, net (585)  (465)  (359)

Net cash used in investing activities (1,063)  (2,662)  (1,056)
Cash flows from financing activities:      

Proceeds from issuance of senior notes, net 987  —  1,779
(Repayments) proceeds from issuance of commercial paper, net (360)  485  (153)
Proceeds from term loan — 1,000 —
Repayment of term loan (650) (350) —
Repayment of long-term debt (400)  —  (800)
Change in book overdraft 2  (3)  3
Common stock repurchases (1,070)  (1,090)  (3,365)
Dividends paid (291)  (265)  (220)
Proceeds from stock option exercises and other 57  48  62

Net cash used in financing activities (1,725)  (175)  (2,694)
Increase (decrease) in cash and cash equivalents 741  (118)  (1,327)
Cash and cash equivalents at beginning of year 265  383  1,710
Cash and cash equivalents at end of year $ 1,006  $ 265  $ 383

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

Parent company financial information has been derived from our consolidated financial statements and excludes the accounts of all operating subsidiaries.
This information should be read in conjunction with our consolidated financial statements.

2. TRANSACTIONS WITH SUBSIDIARIES

Management Fee

Through intercompany service agreements approved, if required, by state regulatory authorities, Humana Inc., our parent company, charges a management fee
for reimbursement of certain centralized services provided to its subsidiaries including information systems, disbursement, investment and cash administration,
marketing, legal, finance, and medical and executive management oversight.

Dividends

Cash dividends received from subsidiaries and included as a component of net cash provided by operating activities were $1.8 billion in 2019, $2.3 billion in
2018, and $1.4 billion in 2017.

Guarantee

Through indemnity agreements approved by state regulatory authorities, certain of our regulated subsidiaries generally are guaranteed by our parent company
in the event of insolvency for: (1) member coverage for which premium payment has been made prior to insolvency; (2) benefits for members then hospitalized
until discharged; and (3) payment to providers for services rendered prior to insolvency. Our parent has also guaranteed the obligations of our military services
subsidiaries and funding to maintain required statutory capital levels of certain other regulated subsidiaries.

3. REGULATORY REQUIREMENTS

Certain of our subsidiaries operate in states that regulate the payment of dividends, loans, or other cash transfers to Humana Inc., our parent company, and
require minimum levels of equity as well as limit investments to approved securities. The amount of dividends that may be paid to Humana Inc. by these
subsidiaries, without prior approval by state regulatory authorities, or ordinary dividends, is limited based on the entity’s level of statutory income and statutory
capital and surplus. If the dividend, together with other dividends paid within the preceding twelve months, exceeds a specified statutory limit or is paid from
sources other than earned surplus, it is generally considered an extraordinary dividend requiring prior regulatory approval. In most states, prior notification is
provided before paying a dividend even if approval is not required.

Although minimum required levels of equity are largely based on premium volume, product mix, and the quality of assets held, minimum requirements vary
significantly at the state level. Our state regulated insurances subsidiaries had aggregate statutory capital and surplus of approximately $8.0 billion and $7.6 billion
as of December 31, 2019 and 2018, respectively, which exceeded aggregate minimum regulatory requirements of $5.9 billion and $5.2 billion, respectively. The
amount of ordinary dividends that may be paid to our parent company in 2020 is approximately $1 billion in the aggregate. The amount, timing and mix of
ordinary and extraordinary dividend payments will vary due to state regulatory requirements, the level of excess statutory capital and surplus and expected future
surplus requirements related to, for example, premium volume and product mix. Actual dividends that were paid to our parent company were approximately $1.8
billion in 2019, $2.3 billion in 2018, and $1.4 billion in 2017.

Our use of operating cash flows derived from our non-insurance subsidiaries, such as in our Healthcare Services segment, is generally not restricted by state
departments of insurance (or comparable state regulators).
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4. ACQUISITIONS AND DIVESTITURES

Refer to Notes 3 and 4 of the notes to consolidated financial statements in this Annual Report on Form 10-K for a description of certain acquisitions and
divestitures. During 2019, 2018 and 2017, we funded certain non-regulated subsidiary acquisitions with contributions from Humana Inc., our parent company,
included in capital contributions in the condensed statement of cash flows.

5. INCOME TAXES

Refer to Note 12 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of income taxes.

6. DEBT

Refer to Note 13 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of debt.

7. STOCKHOLDER’S EQUITY

Refer to Note 16 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of stockholders’ equity,
including stock repurchases and stockholder dividends.
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Humana Inc.
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

For the Years Ended December 31, 2019, 2018, and 2017
(in millions)

      Additions     

  

Balance  at
Beginning
of Period  

Acquired/(Disposed)
Balances  

Charged
(Credited)  to

Costs and
Expenses  

Charged  to
Other

Accounts (1)  

Deductions
or

Write-offs  

Balance at
End  of
Period

Allowance for loss on receivables:             
2019  $ 79  $ —  $ (1)  $ —  $ (9)  $ 69
2018  96  —  36  (29)  (24)  79
2017  118  —  20  (10)  (32)  96

Deferred tax asset valuation
allowance:             

2019  (54)  —  9  —  —  (45)
2018  (49)  —  (5)  —  —  (54)
2017  (49)  —  —  —  —  (49)

(1) Represents changes in retroactive membership adjustments to premiums revenue and contractual allowances adjustments to services revenue as more fully
described in Note 2 to the consolidated financial statements included in this annual report on Form 10-K.
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ITEM 16. FORM 10-K SUMMARY
None.
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SIGNATURES

Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its
behalf by the undersigned, thereto duly authorized.

 HUMANA INC.
    
 By:  /s/    BRIAN A. KANE
   Brian A. Kane

   
Chief Financial Officer

 (Principal Financial Officer)

    
 Date:  February 20, 2020

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the Company
and in the capacities and on the date indicated.

Signature   Title  Date

     
/s/    BRIAN A. KANE  Chief Financial Officer

(Principal Financial Officer)
 February 20, 2020

Brian A. Kane    
     

/s/    CYNTHIA H. ZIPPERLE  Senior Vice President and Chief Accounting Officer (Principal
Accounting Officer)

 February 20, 2020
Cynthia H. Zipperle    

     
/s/    BRUCE D. BROUSSARD   President and Chief Executive Officer,

Director (Principal Executive Officer)
 February 20, 2020

Bruce D. Broussard     
     

/s/    KURT J. HILZINGER   Chairman of the Board  February 20, 2020
Kurt J. Hilzinger     

     
/s/    FRANK BISIGNANO  Director  February 20, 2020

Frank Bisignano    
     

/s/    FRANK A. D’AMELIO   Director  February 20, 2020
Frank A. D’Amelio     

     
/s/    W. ROY DUNBAR   Director  February 20, 2020

W. Roy Dunbar     
     

/s/  WAYNE A. I. FREDERICK, M.D.   Director  February 20, 2020
Wayne A. I. Frederick, M.D.     

     
/s/    JOHN W. GARRATT  Director  February 20, 2020

John W. Garratt    
     

/s/    DAVID A. JONES, JR.   Director  February 20, 2020
David A. Jones, Jr.     

     
/s/    KAREN W. KATZ   Director  February 20, 2020

Karen W. Katz     
     

/s/    WILLIAM J. MCDONALD   Director  February 20, 2020
William J. McDonald     

     
/s/    JAMES J. O’BRIEN   Director  February 20, 2020

James J. O’Brien     
     

/s/    MARISSA T. PETERSON   Director  February 20, 2020
Marissa T. Peterson     
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Exhibit 4(o)

DESCRIPTION OF REGISTRANT’S SECURITIES REGISTERED PURSUANT TO SECTION 12 OF THE SECURITIES EXCHANGE ACT OF 1934

The following is a summary of information concerning our common stock, par value $.16 2/3 per share (the “common stock”). The summaries and descriptions
below do not purport to be complete statements of, and are entirely qualified by, the relevant provisions of our Restated Certificate of Incorporation (the
“certificate of incorporation”) and Amended and Restated By-Laws (the “by-laws”), each of which is filed as an exhibit to our Annual Report on Form 10‑K, and
of the General Corporation Law of the State of Delaware (the “DGCL”).

General

Our common stock is traded on the New York Stock Exchange under the symbol “HUM.” The transfer agent and registrar for our common stock is American
Stock Transfer & Trust Company.

Authorized Capital Stock

We are authorized to issue up to 300,000,000 shares of common stock, par value $.16 2/3 per share, and 10,000,000 shares of preferred stock, par value $1 per
share. Without stockholder action, our board of directors is authorized to provide for the issuance of shares of preferred stock in one or more classes or series, to
establish from time to time the number of shares to be included in each such class or series, to fix the designation, voting powers, preferences and relative,
participating, options or other special rights of the shares of each such class or series and any qualifications, limitations or restrictions thereof.

Dividends

Subject to any preferential rights of any outstanding shares of our preferred stock, the holders of our common stock are entitled to receive, to the extent permitted
by law, dividends as and when declared by our board of directors.

Liquidation

In the event of the liquidation or dissolution of our company, the holders of common stock will be entitled to receive ratably the balance of net assets available for
distribution after payment of any liquidation or distribution preference payable with respect to any then outstanding shares of our preferred stock.

Voting Rights

Each share of our common stock is entitled to one vote with respect to matters brought before the stockholders. All voting is on a non-cumulative basis. All of our
directors are elected at the annual meeting of our stockholders. Under our certificate of incorporation, neither our board of directors nor our stockholders may
authorize the election of directors by cumulative voting or classify our directors by terms differing in dated of expiration without unanimous approval of our
stockholders.

Our by-laws provide that nominees for director are elected by a majority vote standard in uncontested elections, and by a plurality vote standard in contested
elections. We have a resignation policy applicable to any nominee who is an incumbent director who fails to be re-elected in an uncontested election. Any director
may be removed from office, either with or without cause, by the affirmative vote of the holders of a majority of all of the shares of stock outstanding and entitled
to vote for the election of directors.

Other Rights

There are no preemptive, conversion, redemption or sinking fund provisions applicable to our common stock. The rights and privileges of our common stock will
be subordinate to the rights and preferences of any shares of our preferred stock that we may issue in the future.

Fully Paid and Non-Assessable

The outstanding shares of our common stock are fully paid and non-assessable.
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Proxy Access

Our by-laws permit a stockholder, or a group of up to 20 stockholders, owning at least three percent of our outstanding common stock continuously for at least
three years to nominate and include in our annual meeting proxy materials director nominees constituting up to the greater of two directors or twenty percent of
our board of directors, provided that the stockholders and nominees satisfy the requirements specified in our by-laws.

Anti-Takeover Effects of Delaware Law and Certain Provisions of Our Certificate of Incorporation and By-Laws

The provisions of Delaware law, our certificate of incorporation and by-laws may have the effect of delaying, deferring or discouraging another person from
acquiring control of our company, including takeover attempts that might result in a premium over the market price for the shares of common stock. These
provisions, described below, could deprive the stockholders of opportunities to realize a premium on the shares of our common stock owned by them.

Delaware Anti-Takeover Statute

Section 203 of the DGCL prohibits a publicly held Delaware corporation from engaging in a business combination with an interested stockholder for a period of
three years after the time that the person became an interested stockholder, unless the business combination or the transaction in which such person became an
interested stockholder is approved in a prescribed manner or another prescribed exemption applies. Generally, a “business combination” is defined to include
mergers, asset sales, and other transactions resulting in financial benefit to a stockholder, and an “ interested stockholder” is defined as any person or entity,
together with its affiliates and associates, that is, at any time within the past three years was, the beneficial owner of at least 15% of a corporation’s outstanding
voting stock. The statute could prohibit or delay mergers or other takeovers or change-in-control attempts and, accordingly, may discourage attempts to acquire us.

Voting Requirements for Business Combinations

The DGCL generally provides that, subject to certain exceptions, the affirmative vote of a majority of the shares of a Delaware corporation entitled to vote on any
matter is required to approve mergers, consolidations or the sale of all or substantially all of such corporation’s assets unless otherwise provided in such
corporation’s certificate of incorporation.

Article Eleventh of our certificate of incorporation provides that the affirmative vote of three-fourths of our outstanding shares entitled to vote thereon will be
required for our stockholders to:

• adopt any agreement for the merger or consolidation of us with or into a related company or an affiliate of a related
company;

• authorize the sale or lease of all or substantially all of our assets to a related company or affiliate of a related company;
or

• authorize the sale or lease to us or any of our subsidiaries of any assets of a related company or an affiliate of a related company in exchange for our
equity securities.

The foregoing provision is not applicable to any such transaction if our board of directors approves the applicable transaction with a related company or affiliate
prior to the time that the related company or affiliate became a holder of more than 5% of any class of our equity securities.

Under Article Eleventh of our certificate of incorporation,

• a “related company” in respect of any given transaction is any company, person or other entity which by itself or together with its affiliates and associates
is the beneficial owner, directly or indirectly, of more than 5% of any class of our equity securities as of the record date for the determination of
stockholders entitled to vote on such transactions;

• an “affiliate” of a related company is any company, person or other entity which, directly or indirectly, through one or more intermediaries, controls or is
controlled by, or is under common control with, the related company; and

• an “associate” of a related company is any officer, director or beneficial owner, directly or indirectly, of 5% or more of any class of equity securities of
such related company or any of its affiliates.
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The provisions of Article Eleventh of our certificate of incorporation may not be amended without the affirmative vote of three-fourths of our outstanding shares
entitled to vote thereon.

Advanced Notice Procedures for Stockholder Proposals and Director Nominations

Our by-laws set forth advance notice provisions with respect to stockholders seeking to bring business before an annual meeting of stockholders, or to nominate
candidates for election as directors at an annual meeting of stockholders or special meeting of stockholders called by our board of directors for that purpose. Our
by-laws also specify various requirements as to the timing, form and content of a stockholder’s notice.

Special Meetings

Special meetings of our stockholders may be held if our board of directors, its chairman, our chief executive officer or our president calls a meeting. However,
these persons must call a meeting if stockholders owning one-fourth of our shares then issued and outstanding and entitled to vote on matters to be submitted to
our stockholders request in writing that a meeting be held, subject to certain requirements specified in our by-laws.

Preferred Stock

The ability of our board of directors to establish the rights and issue substantial amounts of preferred stock without the need for stockholder approval, while
providing desirable flexibility in connection with possible acquisitions, financings and other corporate transactions, may discourage, delay, defer or prevent a
change of control of us.
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EXHIBIT 21
HUMANA INC.

SUBSIDIARY LIST

ARKANSAS
1.    Humana Regional Health Plan, Inc.

CALIFORNIA
1.    Humana EAP and Work-Life Services of California, Inc.
2.    Humana Health Plan of California, Inc.

DELAWARE
1.    Atlantis Physician Group, LLC
2.    CDO 1, LLC
3.     CDO 2, LLC
4.    CompBenefits Corporation
5.    CompBenefits Direct, Inc.
6.     Conviva Care Solutions, LLC
7.    Edge Health MSO, Inc.
8.    Emphesys, Inc.
9.    FPG Acquisition Corp.
10.    FPG Acquisition Holdings Corp.
11.    FPG Holding Company, LLC
12.    Go365, LLC
13.     Health Value Management, Inc.
14.    HUM Provider Holdings, LLC
15.    Humana at Home, Inc.
16.    Humana Digital Health and Analytics Platform Services, Inc.
17.    Humana Government Business, Inc.
18.    Humana Inc.
19.    Humana Innovation Enterprises, Inc.
20.    Humana Pharmacy, Inc.
21.    Humana Veterans Healthcare Services, Inc.
22.    Humana WellWorks LLC
23.    HumanaDental, Inc.
24.    MCCI Group Holdings, LLC
25.    MCCI Holding, LLC
26.    North Region Providers, LLC
27.    Primary Care Holdings, Inc.
28.    Primary Care Holdings II, LLC
29.    Transcend Population Health Management, LLC
30.    Transcend Population Health Management II, LLC

FLORIDA
1.    154th Street Medical Plaza, Inc.
2.    54th Street Medical Plaza, Inc.
3.    CAC Medical Center Holdings, Inc.
4.    CAC-Florida Medical Centers, LLC
5.    Care Partners Home Care, LLC
6.    CarePlus Health Plans, Inc.
7.    CompBenefits Company
8.    Complex Clinical Management, Inc.
9.    Continucare Corporation
10.    Continucare MDHC, LLC
11.    Continucare Medical Management, Inc.
12.    Family Physicians of Winter Park, Inc.
13.    FPG Senior Services, LLC
14.    HUM-e-FL, Inc.
15.    Humana At Home 1, Inc.
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16.    Humana Dental Company
17.    Humana Health Insurance Company of Florida, Inc.
18.    Humana Medical Plan, Inc.
19.    MCCI Specialty, LLC
20.    MCCI/Lifetime of Aventura, LLC
21.    METCARE of Florida, Inc.
22.    Metropolitan Health Networks, Inc.
23.    Naples Health Care Specialists, LLC
24.    Nursing Solutions, LLC
25.    Partners in Integrated Care, Inc.
26.    Primary Care Specialists of the Palm Beaches, LLC
27.    RMA Island Doctors Orlando MSO, LLC
28.    RMA Medical Center of Orlando, LLC
29.    RMA Medical Center of South Orlando, LLC
30.     RMA Medical Center of Sunrise, LLC
31.    RMA Medical Centers of Florida, LLC
32.     RMA Medical Group of Florida, LLC
33.    SeniorBridge Family Companies (FL), Inc.
34.    SeniorBridge-Florida, LLC

GEORGIA
1. Humana Employers Health Plan of Georgia,

Inc.

ILLINOIS
1.    CompBenefits Dental, Inc.
2.    Dental Care Plus Management, Corp.
3.    Humana Benefit Plan of Illinois, Inc.
4.    Humana Healthcare Research, Inc.

INDIANA
1.    SeniorBridge Family Companies (IN), Inc.

KENTUCKY
1. 516-526 West Main Street Condominium Council of Co-Owners,

Inc.
2. CHA HMO, Inc.
3.    Humana Active Outlook, Inc.
4.    Humana Health Plan, Inc.
5    Humana Insurance Company of Kentucky
6.    Humana MarketPOINT, Inc.
7.    Humana Pharmacy Solutions, Inc.
8.    Humana Real Estate Company
9.    Humco, Inc.
10.    The Dental Concern, Inc.

LOUISIANA
1.    Humana Health Benefit Plan of Louisiana, Inc.

MICHIGAN
1.    Humana Medical Plan of Michigan, Inc.

NEW YORK
1.    Harris, Rothenberg International Inc.
2.    Humana Health Company of New York, Inc.
3.    Humana Insurance Company of New York
4.    SeniorBridge Family Companies (NY), Inc.

OHIO
1.    Humana Health Plan of Ohio, Inc.
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2.    Hummingbird Coaching Systems LLC

PENNSYLVANIA
1.    Humana Medical Plan of Pennsylvania, Inc.

PUERTO RICO
1.    Humana Health Plans of Puerto Rico, Inc.
2.    Humana Insurance of Puerto Rico, Inc.
3.    Humana Management Services of Puerto Rico, Inc.
4.    Humana MarketPOINT of Puerto Rico, Inc.

South Carolina
1. Humana Benefit Plan of South Carolina,

Inc.

TENNESSEE
1. Cariten Health Plan Inc.
2.    PHP Companies, Inc.
3.    Preferred Health Partnership, Inc.

TEXAS
1.    CompBenefits Insurance Company
2.    DentiCare, Inc.
3.    Emphesys Insurance Company
4.    Humana At Home (Dallas), Inc.
5.    Humana At Home (Houston), Inc.
6.    Humana At Home (San Antonio), Inc.
7.    Humana At Home (TLC), Inc.
8.    Humana Benefit Plan of Texas, Inc.
9.    Humana Health Plan of Texas, Inc.
10.    Medical Care Consortium Incorporated of Texas
11.    ROHC, L.L.C.
12.    Texas Dental Plans, Inc.

UTAH
1.    Humana Medical Plan of Utah, Inc.

VERMONT
1.    Managed Care Indemnity, Inc.

WASHINGTON
1.    Arcadian Health Plan, Inc.

WISCONSIN
1.    CareNetwork, Inc.
2.    Humana Insurance Company
3.    Humana Wisconsin Health Organization Insurance Corporation
4.    HumanaDental Insurance Company
5.    Independent Care Health Plan
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 33-49305, No. 333-04435, No. 333-57095, No. 333-
86801, No. 333-41408, No. 333-86280, No. 333-105622, No. 333-134887, No. 333-162747, No. 333-171616, and No. 333-175350) and S-3 (No. 333-223554) of
Humana Inc. of our report dated February 20, 2020 relating to the financial statements and financial statement schedules and the effectiveness of internal control
over financial reporting, which appears in this Form 10-K.

/s/ PricewaterhouseCoopers LLP

Louisville, Kentucky

February 20, 2020

Attachment 2.5.5.1-8 Humana Inc. 2019 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
150 of 153

Exempt from Business Proposal 
and Total Page Limits

760(E)



Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT OF 2002

I, Bruce D. Broussard, principal executive officer of Humana Inc., certify that:

1. I have reviewed this annual report on Form 10-K of Humana
Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date:  February 20, 2020  
    

Signature:  /s/ BRUCE D. BROUSSARD  

  
Bruce D. Broussard
Principal Executive Officer  
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Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT OF 2002

I, Brian A. Kane, principal financial officer of Humana Inc., certify that: 

1. I have reviewed this annual report on Form 10-K of Humana
Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date:  February 20, 2020  
    

Signature:  /s/ BRIAN A. KANE  

  
Brian A. Kane
Principal Financial Officer  
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Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Humana Inc. (the “Company”) on Form 10-K for the period ended December 31, 2019 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned hereby certifies, pursuant to 18 U.S.C. Sec. 1350, as adopted
pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, in his capacity as an officer of Humana Inc., that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.

/s/ BRUCE D. BROUSSARD  
Bruce D. Broussard
President and Chief Executive Officer,
Director (Principal Executive Officer)  

February 20, 2020

/s/ BRIAN A. KANE  
Brian A. Kane
Chief Financial Officer
(Principal Financial Officer)  

February 20, 2020

A signed original of this written statement required by Section 906 has been provided to Humana Inc. and will be retained by Humana Inc. and furnished to the
Securities and Exchange Commission or its staff upon request.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K

þ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2018

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from                     to                     
Commission file number 1-5975

HUMANA INC.
(Exact name of registrant as specified in its charter)

Delaware  61-0647538
(State of incorporation)  (I.R.S. Employer Identification Number)

   
500 West Main Street Louisville, Kentucky  40202

(Address of principal executive offices)  (Zip Code)

 
Registrant’s telephone number, including area code: (502) 580-1000

Securities registered pursuant to Section 12(b) of the Act:
Title of each class  Name of exchange on which registered

Common stock, $0.16 2/3 par value  New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  þ    No  ¨
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes   ̈   No  þ
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934

during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days.    Yes  þ    No  ¨

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405
of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files).
Yes  þ    No  ¨

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not contained herein,
and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.  ̈

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or
an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,”and "emerging growth
company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer   þ Accelerated filer   ̈  Non-accelerated filer  ¨ Smaller reporting company  ¨ Emerging growth company  ¨
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with

any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes   ̈   No  þ

The aggregate market value of voting stock held by non-affiliates of the Registrant as of June 30, 2018 was $41,129,697,151 calculated using the
average price on June 30, 2018 of $299.02.

The number of shares outstanding of the Registrant’s Common Stock as of January 31, 2019 was 135,566,909.

DOCUMENTS INCORPORATED BY REFERENCE
Parts II and III incorporate herein by reference portions of the Registrant’s Proxy Statement to be filed pursuant to Regulation 14A with respect to the

Annual Meeting of Stockholders scheduled to be held on April 18, 2019.
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Forward-Looking Statements

Some of the statements under “Business,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and elsewhere
in this report may contain forward-looking statements which reflect our current views with respect to future events and financial performance. These
forward-looking statements are made within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of
1934, or the Exchange Act. We intend such forward-looking statements to be covered by the safe harbor provisions for forward-looking statements
contained in the Private Securities Litigation Reform Act of 1995, and we are including this statement for purposes of complying with these safe harbor
provisions. We have based these forward-looking statements on our current expectations and projections about future events, trends and uncertainties.
These forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties and assumptions, including the
information discussed under the section entitled “Risk Factors” in this report. In making these statements, we are not undertaking to address or update them
in future filings or communications regarding our business or results. Our business is highly complicated, regulated and competitive with many different
factors affecting results.

PART I

ITEM 1. BUSINESS

General

Headquartered in Louisville, Kentucky, Humana Inc. and its subsidiaries, referred to throughout this document as “we,” “us,” “our,” the “Company” or
“Humana,” is a leading health and well-being company committed to helping our millions of medical and specialty members achieve their best health. Our
successful history in care delivery and health plan administration is helping us create a new kind of integrated care with the power to improve health and
well‐being and lower costs. Our efforts are leading to a better quality of life for people with Medicare, families, individuals, military service personnel, and
communities at large. To accomplish that, we support physicians and other health care professionals as they work to deliver the right care in the right place
for their patients, our members. Our range of clinical capabilities, resources and tools, such as in‐home care, behavioral health, pharmacy services, data
analytics and wellness solutions, combine to produce a simplified experience that makes health care easier to navigate and more effective.

As of December 31, 2018, we had approximately 17 million members in our medical benefit plans, as well as approximately 6 million members in our
specialty products. During 2018, 81% of our total premiums and services revenue were derived from contracts with the federal government, including 15%
derived from our individual Medicare Advantage contracts in Florida with the Centers for Medicare and Medicaid Services, or CMS, under which we provide
health insurance coverage to approximately 636,800 members as of December 31, 2018.

Humana Inc. was organized as a Delaware corporation in 1964. Our principal executive offices are located at 500 West Main Street, Louisville, Kentucky
40202, the telephone number at that address is (502) 580-1000, and our website address is www.humana.com. We have made available free of charge through
the Investor Relations section of our web site our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy
statements, and, if applicable, amendments to those reports filed or furnished pursuant to Section 13(a) of the Exchange Act, as soon as reasonably practicable
after we electronically file such material with, or furnish it to, the Securities and Exchange Commission.

This Annual Report on Form 10-K, or 2018 Form 10-K, contains both historical and forward-looking information. See Item 1A. – Risk Factors in this
2018 Form 10-K for a description of a number of factors that may adversely affect our results or business.
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Business Segments

We manage our business with four reportable segments: Retail, Group and Specialty, Healthcare Services, and Individual Commercial. In addition, the
Other Businesses category includes businesses that are not individually reportable because they do not meet the quantitative thresholds required by
generally accepted accounting principles. These segments are based on a combination of the type of health plan customer and adjacent businesses centered
on well-being solutions for our health plans and other customers, as described below. These segment groupings are consistent with information used by our
Chief Executive Officer to assess performance and allocate resources. See Note 17 to the consolidated financial statements included in Item 8. - Financial
Statements and Supplementary Data for segment financial information.    

Our Products

Our medical and specialty insurance products allow members to access health care services primarily through our networks of health care providers with
whom we have contracted. These products may vary in the degree to which members have coverage. Health maintenance organizations, or HMOs, include
comprehensive managed care benefits generally through a participating network of physicians, hospitals, and other providers. Preferred provider
organizations, or PPOs, provide members the freedom to choose any health care provider. However PPOs generally require the member to pay a greater
portion of the provider’s fee in the event the member chooses not to use a provider participating in the PPO’s network. Point of Service, or POS, plans
combine the advantages of HMO plans with the flexibility of PPO plans. In general, POS plans allow members to choose, at the time medical services are
needed, to seek care from a provider within the plan’s network or outside the network. In addition, we offer services to our health plan members as well as to
third parties that promote health and wellness, including pharmacy solutions, provider, and clinical programs, as well as services and capabilities to advance
population health. At the core of our strategy is our integrated care delivery model, which unites quality care, high member engagement, and sophisticated
data analytics. Three core elements of the model are to improve the consumer experience by simplifying the interaction with us, engaging members in
clinical programs, and offering assistance to providers in transitioning from a fee-for-service to a value-based arrangement. Our approach to primary,
physician-directed care for our members aims to provide quality care that is consistent, integrated, cost-effective, and member-focused. The model is designed
to improve health outcomes and affordability for individuals and for the health system as a whole, while offering our members a simple, seamless healthcare
experience. The discussion that follows describes the products offered by each of our segments.

Our Retail Segment Products

This segment is comprised of products sold on a retail basis to individuals including medical and supplemental benefit plans described in the discussion
that follows. The following table presents our premiums and services revenue for the Retail segment by product for the year ended December 31, 2018:

  

Retail Segment
Premiums and

Services Revenue  

Percent of
Consolidated

Premiums  and
Services Revenue

  (dollars in millions)

Premiums:     
Individual Medicare Advantage  $ 35,656  63.2%
Group Medicare Advantage  6,103  10.8%
Medicare stand-alone PDP  3,584  6.4%

Total Retail Medicare  45,343  80.4%
State-based Medicaid  2,255  4.0%
Medicare Supplement  510  0.9%

Total premiums  48,108  85.3%
Services  11  —%

Total premiums and services revenue  $ 48,119  85.3%
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Medicare

We have participated in the Medicare program for private health plans for over 30 years and have established a national presence, offering at least one
type of Medicare plan in all 50 states. We have a geographically diverse membership base that we believe provides us with greater ability to expand our
network of PPO and HMO providers. We employ strategies including health assessments and clinical guidance programs such as lifestyle and fitness
programs for seniors to guide Medicare beneficiaries in making cost-effective decisions with respect to their health care. We believe these strategies result in
cost savings that occur from making positive behavior changes.

Medicare is a federal program that provides persons age 65 and over and some disabled persons under the age of 65 certain hospital and medical
insurance benefits. CMS, an agency of the United States Department of Health and Human Services, administers the Medicare program. Hospitalization
benefits are provided under Part A, without the payment of any premium, for up to 90 days per incident of illness plus a lifetime reserve aggregating 60 days.
Eligible beneficiaries are required to pay an annually adjusted premium to the federal government to be eligible for physician care and other services under
Part B. Beneficiaries eligible for Part A and Part B coverage under traditional fee-for-service Medicare are still required to pay out-of-pocket deductibles and
coinsurance. Throughout this document this program is referred to as Medicare FFS. As an alternative to Medicare FFS, in geographic areas where a managed
care organization has contracted with CMS pursuant to the Medicare Advantage program, Medicare beneficiaries may choose to receive benefits from a
Medicare Advantage organization under Medicare Part C. Pursuant to Medicare Part C, Medicare Advantage organizations contract with CMS to offer
Medicare Advantage plans to provide benefits at least comparable to those offered under Medicare FFS. Our Medicare Advantage, or MA, plans are discussed
more fully below. Prescription drug benefits are provided under Part D.

Individual Medicare Advantage Products

We contract with CMS under the Medicare Advantage program to provide a comprehensive array of health insurance benefits, including wellness
programs, chronic care management, and care coordination, to Medicare eligible persons under HMO, PPO, and Private Fee-For-Service, or PFFS, plans in
exchange for contractual payments received from CMS, usually a fixed payment per member per month. With each of these products, the beneficiary receives
benefits in excess of Medicare FFS, typically including reduced cost sharing, enhanced prescription drug benefits, care coordination, data analysis
techniques to help identify member needs, complex case management, tools to guide members in their health care decisions, care management programs,
wellness and prevention programs and, in some instances, a reduced monthly Part B premium. Most Medicare Advantage plans offer the prescription drug
benefit under Part D as part of the basic plan, subject to cost sharing and other limitations. Accordingly, all of the provisions of the Medicare Part D program
described in connection with our stand-alone prescription drug plans in the following section also are applicable to most of our Medicare Advantage plans.
Medicare Advantage plans may charge beneficiaries monthly premiums and other copayments for Medicare-covered services or for certain extra benefits.
Generally, Medicare-eligible individuals enroll in one of our plan choices between October 15 and December 7 for coverage that begins on the following
January 1.

Our Medicare HMO and PPO plans, which cover Medicare-eligible individuals residing in certain counties, may eliminate or reduce coinsurance or the
level of deductibles on many other medical services while seeking care from participating in-network providers or in emergency situations. Except in
emergency situations or as specified by the plan, most HMO plans provide no out-of-network benefits. PPO plans carry an out-of network benefit that is
subject to higher member cost-sharing. In some cases, these beneficiaries are required to pay a monthly premium to the HMO or PPO plan in addition to the
monthly Part B premium they are required to pay the Medicare program.

Most of our Medicare PFFS plans are network-based products with in and out of network benefits due to a requirement that Medicare Advantage
organizations establish adequate provider networks, except in geographic areas that CMS determines have fewer than two network-based Medicare
Advantage plans. In these areas, we offer Medicare PFFS plans that have no preferred network. Individuals in these plans pay us a monthly premium to
receive typical Medicare Advantage benefits along with the freedom to choose any health care provider that accepts individuals at rates equivalent to
Medicare FFS payment rates.
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CMS uses monthly rates per person for each county to determine the fixed monthly payments per member to pay to health benefit plans. These rates are
adjusted under CMS’s risk-adjustment model which uses health status indicators, or risk scores, to improve the accuracy of payment. The risk-adjustment
model, which CMS implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act of 2000 (BIPA),
generally pays more for members with predictably higher costs and uses principal hospital inpatient diagnoses as well as diagnosis data from ambulatory
treatment settings (hospital outpatient department and physician visits) to establish the risk-adjustment payments. Under the risk-adjustment methodology,
all health benefit organizations must collect from providers and submit the necessary diagnosis code information to CMS within prescribed deadlines. CMS
is phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data from the
Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses that satisfy
those guidelines. For submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering
logic to determine the risk scores. For 2018, 15% of the risk score was calculated from claims data submitted through EDS. In 2019 and 2020 CMS will
increase that percentage to 25% and 50%, respectively. For more information refer to Note 16 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data and Item 1A. - Risk Factors.

At December 31, 2018, we provided health insurance coverage under CMS contracts to approximately 3,064,000 individual Medicare Advantage
members, including approximately 636,800 members in Florida. These Florida contracts accounted for premiums revenue of approximately $8.2 billion,
which represented approximately 23.0% of our individual Medicare Advantage premiums revenue, or 14.6% of our consolidated premiums and services
revenue for the year ended December 31, 2018.

Our HMO, PPO, and PFFS products covered under Medicare Advantage contracts with CMS are renewed generally for a calendar year term unless CMS
notifies us of its decision not to renew by May 1 of the calendar year in which the contract would end, or we notify CMS of our decision not to renew by the
first Monday in June of the calendar year in which the contract would end. All material contracts between Humana and CMS relating to our Medicare
Advantage products have been renewed for 2019, and all of our product offerings filed with CMS for 2019 have been approved.

Individual Medicare Stand-Alone Prescription Drug Products

We offer stand-alone prescription drug plans, or PDPs, under Medicare Part D, including a PDP offering co-branded with Wal-Mart Stores, Inc., or the
Humana-Walmart plan. Generally, Medicare-eligible individuals enroll in one of our plan choices between October 15 and December 7 for coverage that
begins on the following January 1. Our stand-alone PDP offerings consist of plans offering basic coverage with benefits mandated by Congress, as well as
plans providing enhanced coverage with varying degrees of out-of-pocket costs for premiums, deductibles, and co-insurance. Our revenues from CMS and the
beneficiary are determined from our PDP bids submitted annually to CMS. These revenues also reflect the health status of the beneficiary and risk sharing
provisions as more fully described in Note 2 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data,
titled “Medicare Part D.” Our stand-alone PDP contracts with CMS are renewed generally for a calendar year term unless CMS notifies us of its decision not to
renew by May 1 of the calendar year in which the contract would end, or we notify CMS of our decision not to renew by the first Monday in June of the
calendar year in which the contract would end. All material contracts between Humana and CMS relating to our Medicare stand-alone PDP products have
been renewed for 2019, and all of our product offerings filed with CMS for 2019 have been approved.

We have administered CMS’s Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program since 2010. This program allows
individuals who receive Medicare’s low-income subsidy to also receive immediate prescription drug coverage at the point of sale if they are not already
enrolled in a Medicare Part D plan. CMS temporarily enrolls newly identified individuals with both Medicare and Medicaid into the LI-NET prescription
drug plan program, and subsequently transitions each member into a Medicare Part D plan that may or may not be a Humana Medicare plan.
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Group Medicare Advantage and Medicare stand-alone PDP

We offer products that enable employers that provide post-retirement health care benefits to replace Medicare wrap or Medicare supplement products
with Medicare Advantage or stand-alone PDPs from Humana. These products offer the same types of benefits and services available to members in our
individual Medicare plans discussed previously and can be tailored to closely match an employer’s post-retirement benefit structure.

State-based Medicaid Contracts

Our state-based contracts allow us to serve members enrolled in state-based Medicaid programs including Temporary Assistance to Needy Families, or
TANF, Aged, Blind, and Disabled, or ABD, Long-Term Support Services, or LTSS, and the CMS Financial Alignment dual eligible demonstration programs.
TANF and ABD programs are traditional Medicaid programs that are state and federally funded and provide cash assistance and supportive services to assist
qualifying aged, blind, or disabled individuals, as well as families with children under age 18, helping them achieve economic self-sufficiency. LTSS is a
state and federally funded program that offers states a broad and flexible set of program design options and refers to the delivery of long-term support services
for our members who receive home and community or institution-based services for long-term care. Our contracts are generally for three to five year terms.

We have contracts to serve Medicaid eligible members in Florida and Kentucky under traditional programs, as well as contracts in Florida under the
LTSS program. Our Kentucky Medicaid contract is subject to a 100% coinsurance contract with CareSource Management Group Company, ceding all the
risk to CareSource.

Medicare beneficiaries who also qualify for Medicaid due to low income or special needs are known as dual eligible beneficiaries, or dual eligibles. The
dual eligible population represents a disproportionate share of Medicaid and Medicare costs. States require special coordinating contracts for plans to offer
Medicare Advantage dual eligible special needs plans, or D-SNPs. These largely operate separate from traditional Medicaid and LTSS programs. Some states
are moving to support the dual eligible population by linking D-SNP participation to enrollment in a plan that also participates in a state-based Medicaid
program to coordinate and integrate both Medicare and Medicaid benefits. Beginning in 2021, based on new federal requirements, D-SNPs will be required to
more fully integrate Medicare and Medicaid benefits and states will have authority to require linkages to state-based traditional Medicaid and/or LTSS
contracts or alternatively, allow D-SNPs to operate without a link to such state-based contracts while meeting additional coordination standards; CMS has yet
to finalize regulations.

We currently serve dual eligible members under the CMS stand-alone dual eligible demonstration program in Illinois, and continue to serve other dual
eligible members enrolled in our Medicare Advantage and stand-alone prescription drug plans.
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Our Group and Specialty Segment Products

The Group and Specialty segment consists of employer group commercial fully-insured medical and specialty health insurance benefits marketed to
individuals and employer groups, including dental, vision and life insurance benefits, as well as administrative services only, or ASO products as described in
the discussion that follows. The following table presents our premiums and services revenue for the Group and Specialty segment by product for the year
ended December 31, 2018:

  

  Group and Specialty
Segment

Premiums and
Services Revenue  

Percent of
Consolidated

Premiums  and
Services Revenue

  (dollars in millions)

External Revenue:     
Premiums:     

Fully-insured commercial group  $ 5,444  9.7%
Specialty  1,359  2.4%

Total premiums  6,803  12.1%
Services  835  1.5%

Total premiums and services revenue  $ 7,638  13.6%
Intersegment services revenue  $ 18  n/a

n/a – not applicable

Group Commercial Coverage

Our commercial products sold to employer groups include a broad spectrum of major medical benefits with multiple in-network coinsurance levels and
annual deductible choices that employers of all sizes can offer to their employees on either a fully-insured, through HMO, PPO, or POS plans, or self-funded
basis. Our plans integrate clinical programs, plan designs, communication tools, and spending accounts. We participate in the Federal Employee Health
Benefits Program, or FEHBP, primarily with our HMO offering in certain markets. FEHBP is the government’s health insurance program for Federal
employees, retirees, former employees, family members, and spouses.

Our administrative services only, or ASO, products are offered to employers who self-insure their employee health plans. We receive fees to provide
administrative services which generally include the processing of claims, offering access to our provider networks and clinical programs, and responding to
customer service inquiries from members of self-funded employers. These products may include all of the same benefit and product design characteristics of
our fully-insured HMO, PPO, or POS products described previously. Under ASO contracts, self-funded employers generally retain the risk of financing
substantially all of the cost of health benefits. However, substantially all of our ASO customers purchase stop loss insurance coverage from us to cover
catastrophic claims or to limit aggregate annual costs.

Employers can customize their offerings with optional benefits such as dental, vision, and life products. We also offer optional benefits such as dental
and vision to individuals.
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Military Services

Under our TRICARE contracts with the United States Department of Defense, or DoD, we provide administrative services to arrange health care services
for the dependents of active duty military personnel and for retired military personnel and their dependents. We have participated in the TRICARE program
since 1996 under contracts with the DoD. Under our contracts, we provide administrative services while the federal government retains all of the risk of the
cost of health benefits. Accordingly, we account for revenues under the current contract net of estimated health care costs similar to an administrative services
fee only agreement. On January 1, 2018, we began to deliver services under the T2017 East Region contract. The T2017 East Region contract is a
consolidation of the former T3 North and South Regions, comprising thirty-two states and approximately 6 million TRICARE beneficiaries. The T2017 East
Region contract is a 5-year contract set to expire on December 31, 2022 and is subject to renewals on January 1 of each year during its term at the
government's option.

Our Healthcare Services Segment Products

The products offered by our Healthcare Services segment are key to our integrated care delivery model. This segment is comprised of stand-alone
businesses that offer services including pharmacy solutions, provider services, clinical care services, and predictive modeling and informatics services to
other Humana businesses, as well as external health plan members, external health plans, and other employers or individuals and are described in the
discussion that follows. Our intersegment revenue is described in Note 17 to the consolidated financial statements included in Item 8. – Financial Statements
and Supplementary Data. The following table presents our services revenue for the Healthcare Services segment by line of business for the year ended
December 31, 2018:

  

Healthcare  Services
Segment

Services Revenue  

Percent of
Consolidated

Premiums  and
Services Revenue

  (dollars in millions)

Intersegment revenue:     
Pharmacy solutions  $ 20,514  n/a
Provider services  1,994  n/a
Clinical care services  662  n/a

Total intersegment revenue  $ 23,170   
External services revenue:     

Pharmacy solutions  $ 203  0.4%
Provider services  228  0.4%
Clinical care services  176  0.3%

Total external services revenue  $ 607  1.1%

n/a – not applicable

Pharmacy solutions

Humana Pharmacy Solutions®, or HPS, manages traditional prescription drug coverage for both individuals and employer groups in addition to
providing a broad array of pharmacy solutions. HPS also operates prescription mail order services for brand, generic, and specialty drugs and diabetic
supplies through Humana Pharmacy, Inc.

Provider services

We operate full-service, multi-specialty medical centers in a number of states, primarily in Florida and Texas, staffed by primary care providers and
medical specialists practicing cardiology, endocrinology, geriatric medicine, internal medicine, ophthalmology, neurology, and podiatry. Our care delivery
subsidiaries operate our medical center business through both employed physicians and care providers, and through third party management service
organizations with whom we contract to arrange for and manage certain clinical services.
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We also operate Transcend, a Medical Services Organization, or MSO, that coordinates medical care for Medicare Advantage beneficiaries primarily in
four states. Transcend provides resources in care coordination, financial risk management, clinical integration and patient engagement that help physicians
improve the patient experience as well as care outcomes. Transcend collaborates with physicians, medical groups and integrated delivery systems to
successfully transition to value-based care by engaging, partnering and offering practical services and solutions. Transcend represents a key component of
our integrated care delivery model which we believe is scalable to new markets.

During 2018, we acquired the remaining equity interest in MCCI Holdings, LLC, or MCCI, a privately held management service organization and
healthcare provider headquartered in Miami, Florida, that primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas.  In
addition, during 2018, we acquired Family Physicians Group, or FPG, which serves Medicare Advantage and Managed Medicaid HMO patients in Greater
Orlando, Florida with a footprint that includes clinics located in Lake, Orange, Osceola and Seminole counties. See Note 3 to the consolidated financial
statements included in Item 8. - Financial Statements and Supplementary Data.

Clinical care services

Via in-home care, telephonic health counseling/coaching, and remote monitoring, we are actively involved in the care management of our customers
with the greatest needs. Clinical care services include the operations of Humana At Home, Inc., or Humana At Home ®. As a chronic-care provider of in-home
care for seniors, we provide innovative and holistic care coordination services for individuals living with multiple chronic conditions, individuals with
disabilities, fragile and aging-in-place members and their care givers. We focus our deployment of these services in geographies with a high concentration of
members living with multiple chronic conditions. The clinical support and care provided by Humana At Home is designed to improve health outcomes and
result in a higher number of days members can spend at their homes instead of in an acute care facility. At December 31, 2018, we have enrolled
approximately 716,000 members, with complex chronic conditions participating in a Humana Chronic Care Program, reflecting enhanced predictive
modeling capabilities and focus on proactive clinical outreach and member engagement, particularly for our Medicare Advantage membership. These
members may not be unique to each program since members have the ability to enroll in multiple programs. We believe these initiatives lead to better health
outcomes for our members and lower health care costs.

We have committed additional investments in our home care capabilities with our acquisition of a 40% minority interest in Kindred at Home, Inc., or
Kindred at Home, and Curo Health Services, or Curo, which combined creates the nation's largest home health and hospice provider with 65% overlap with
our individual Medicare Advantage business. See Note 3 to the consolidated financial statements included in Item 8. - Financial Statements and
Supplementary Data.

We are committed to the integrated physical and mental health of our members. Accordingly, we take a holistic approach to healthcare, offering care
management and wellness programs. These programs use our capabilities that enable us to create a more complete view of an individual’s health, designed to
connect, coordinate and simplify health care while reducing costs. These capabilities include our health care analytics engine, which reviews billions of
clinical data points on millions of patients each day to provide members, providers, and payers real-time clinical insights to identify evidence-based gaps-in-
care, drug safety alerts and other critical health concerns to improve outcomes. Additionally, our technology connects Humana and disparate electronic
health record systems to enable the exchange of essential health information in real-time to provide physicians and care teams with a single, comprehensive
patient view.

Our care management programs take full advantage of the population health, wellness and clinical applications offered by CareHub, our clinical
management tool used by providers and care managers across the company to help our members achieve their best health, to offer various levels of support,
matching the intensity of the support to the needs of members with ongoing health challenges through telephonic and onsite programs. These programs
include Personal Nurse, chronic condition management, and case management as well as programs supporting maternity, cancer, neonatal intensive care unit,
and transplant services.
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Wellness

We offer wellness solutions including our Go365 wellness and loyalty rewards program, employee assistance program, and clinical programs. These
programs, when offered collectively to employer customers as our Total Health product, turn any standard plan of the employer's choosing into an integrated
health and well-being solution that encourages participation in these programs.

Our Go365 program provides our members with access to a science-based, actuarially driven wellness and loyalty program that features a wide range of
well-being tools and rewards that are customized to an individual’s needs and wants. A key element of the program includes a sophisticated health-behavior-
change model supported by an incentive program.

Our Individual Commercial Segment Products

Our individual health plans were marketed under the HumanaOne brand. We offered products both on and off of the public exchange.

We discontinued substantially all off-exchange individual commercial medical plans effective January 1, 2017, and we exited our remaining individual
commercial medical business effective January 1, 2018.

Other Businesses

Other Businesses includes those businesses that do not align with the reportable segments previously described, primarily our closed-block long-term
care insurance policies, which was sold in 2018. For a detailed discussion of the sale refer to Note 3 to the consolidated financial statements included in
Item 8. – Financial Statements and Supplementary Data.
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Membership

The following table summarizes our total medical membership at December 31, 2018, by market and product:

Retail Segment  Group and Specialty Segment

(in thousands)

Individual
Medicare
Advantage

Group
Medicare
Advantage

Medicare
stand-

alone PDP
Medicare

Supplement

State-
based

contracts  

Fully-
insured

commercial
Group ASO Military services Total

Percent
of Total

Florida 636.8 9.9 234.2 11.4 333.4  125.7 36.2 — 1,387.6 8.4%
Texas 246.9 241.9 305.1 10.6 —  171.6 30.4 — 1,006.5 6.1%
Kentucky 89.0 63.7 215.6 5.8 —  112.6 138.5 — 625.2 3.8%
California 70.9 0.2 484.4 20.3 —  — — — 575.8 3.5%
Georgia 114.2 2.2 124.5 11.1 —  158.5 45.2 — 455.7 2.7%
Illinois 108.7 23.3 185.2 5.7 7.7  46.0 76.8 — 453.4 2.7%
Ohio 128.6 22.1 184.3 45.8 —  44.6 27.5 — 452.9 2.7%
Missouri/Kansas 82.5 4.9 227.2 9.1 —  45.0 17.4 — 386.1 2.3%
North Carolina 149.5 0.5 172.6 6.0 —  — — — 328.6 2.0%
Tennessee 144.3 4.3 117.2 4.9 —  41.4 12.9 — 325.0 2.0%
Louisiana 161.1 12.1 61.3 2.2 —  59.6 13.5 — 309.8 1.9%
Wisconsin 58.7 10.0 121.6 6.3 —  68.7 36.8 — 302.1 1.8%
Indiana 103.5 6.8 145.8 9.0 —  21.2 12.6 — 298.9 1.8%
Virginia 121.6 3.1 159.1 8.6 —  — — — 292.4 1.8%
Michigan 52.9 12.9 140.2 3.4 —  2.8 0.4 — 212.6 1.3%
Arizona 76.0 0.4 97.6 4.8 —  25.0 5.5 — 209.3 1.3%
Pennsylvania 46.6 0.4 156.2 4.7 —  — — — 207.9 1.2%
South Carolina 87.0 0.5 71.3 5.2 —  — — — 164.0 1.0%
Military services — — — — —  — — 5,928.6 5,928.6 35.8%
Others 585.2 78.6 1,800.9 79.4 —  82.0 28.2 — 2,654.3 15.9%

Totals 3,064.0 497.8 5,004.3 254.3 341.1  1,004.7 481.9 5,928.6 16,576.7 100.0%

Provider Arrangements

We provide our members with access to health care services through our networks of health care providers whom we employ or with whom we have
contracted, including hospitals and other independent facilities such as outpatient surgery centers, primary care providers, specialist physicians, dentists, and
providers of ancillary health care services and facilities. These ancillary services and facilities include laboratories, ambulance services, medical equipment
services, home health agencies, mental health providers, rehabilitation facilities, nursing homes, optical services, and pharmacies. Our membership base and
the ability to influence where our members seek care generally enable us to obtain contractual discounts with providers.

We use a variety of techniques to provide access to effective and efficient use of health care services for our members. These techniques include the
coordination of care for our members, product and benefit designs, hospital inpatient management systems, the use of sophisticated analytics, and enrolling
members into various care management programs. The focal point for health care services in many of our HMO networks is the primary care provider who,
under contract with us, provides services to our members, and may control utilization of appropriate services by directing or approving hospitalization and
referrals to specialists and other providers. Some physicians may have arrangements under which they can earn bonuses when certain target goals relating to
the provision of quality patient care are met. We have available care management programs related to complex chronic conditions such as congestive heart
failure and coronary artery disease. We also have programs for prenatal and premature infant care, asthma related illness, end stage renal disease, diabetes,
cancer, and certain other conditions.
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We typically contract with hospitals on either (1) a per diem rate, which is an all-inclusive rate per day, (2) a case rate for diagnosis-related groups (DRG),
which is an all-inclusive rate per admission, or (3) a discounted charge for inpatient hospital services. Outpatient hospital services generally are contracted at
a flat rate by type of service, ambulatory payment classifications, or APCs, or at a discounted charge. APCs are similar to flat rates except multiple services
and procedures may be aggregated into one fixed payment. These contracts are often multi-year agreements, with rates that are adjusted for inflation annually
based on the consumer price index, other nationally recognized inflation indexes, or specific negotiations with the provider. Outpatient surgery centers and
other ancillary providers typically are contracted at flat rates per service provided or are reimbursed based upon a nationally recognized fee schedule such as
the Medicare allowable fee schedule.

Our contracts with physicians typically are renewed automatically each year, unless either party gives written notice, generally ranging from 90 to 120
days, to the other party of its intent to terminate the arrangement. Most of the physicians in our PPO networks and some of our physicians in our HMO
networks are reimbursed based upon a fixed fee schedule, which typically provides for reimbursement based upon a percentage of the standard Medicare
allowable fee schedule.

The terms of our contracts with hospitals and physicians may also vary between Medicare and commercial business. A significant portion of our
Medicare network contracts, including those with both hospitals and physicians, are tied to Medicare reimbursement levels and methodologies.

Capitation

We offer providers a continuum of opportunities to increase the integration of care and offer assistance to providers in transitioning from a fee-for-service
to a value-based arrangement. These include performance bonuses, shared savings and shared risk relationships. For some of our medical membership, we
share risk with providers under capitation contracts where physicians and hospitals accept varying levels of financial risk for a defined set of membership,
primarily HMO membership. Under the typical capitation arrangement, we prepay these providers a monthly fixed-fee per member, known as a capitation (per
capita) payment, to cover all or a defined portion of the benefits provided to the capitated member.

We believe these risk-based models represent a key element of our integrated care delivery model at the core of our strategy. Our health plan subsidiaries
may enter into these risk-based contracts with third party providers or our owned provider subsidiaries.

At December 31, 2018, approximately 1,128,500 members, or 6.8% of our medical membership, were covered under risk-based contracts, which provide
all member benefits, including 942,000 individual Medicare Advantage members, or 30.7% of our total individual Medicare Advantage membership.

Physicians under capitation arrangements typically have stop loss coverage so that a physician’s financial risk for any single member is limited to a
maximum amount on an annual basis. We typically process all claims and monitor the financial performance and solvency of our capitated
providers. However, we delegated claim processing functions under capitation arrangements covering approximately 181,200 HMO members, including
168,900 individual Medicare Advantage members, or 17.9% of the 942,000 individual Medicare Advantage members covered under risk-based contracts at
December 31, 2018, with the provider assuming substantially all the risk of coordinating the members’ health care benefits. Capitation expense under
delegated arrangements for which we have a limited view of the underlying claims experience was approximately $1.5 billion, or 3.3% of total benefits
expense, for the year ended December 31, 2018. We remain financially responsible for health care services to our members in the event our providers fail to
provide such services.

Accreditation Assessment

Our accreditation assessment program consists of several internal programs, including those that credential providers and those designed to meet the
audit standards of federal and state agencies as well as external accreditation standards. We also offer quality and outcome measurement and improvement
programs such as the Health Care Effectiveness Data and Information Set, or HEDIS, which is used by employers, government purchasers and the National
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Committee for Quality Assurance (NCQA) to evaluate health plans based on various criteria, including effectiveness of care and member satisfaction.

Providers participating in our networks must satisfy specific criteria, including licensing, patient access, office standards, after-hours coverage, and other
factors. Most participating hospitals also meet accreditation criteria established by CMS and/or The Joint Commission.

Recredentialing of participating providers occurs every three years, unless otherwise required by state or federal regulations. Recredentialing of
participating providers includes verification of their medical licenses, review of their malpractice liability claims histories, review of their board
certifications, if applicable, and review of applicable quality information. A committee composed of a peer group of providers reviews the applications of
providers being considered for credentialing and recredentialing.

We maintain accreditation for certain of our health plans and/or departments from NCQA, the Accreditation Association for Ambulatory Health Care
(AAAHC), and/or URAC. All Federal Employee Health Benefit Plans are required to be accredited. Certain commercial businesses, such as those impacted by
a third-party labor agreement or those where a request is made by the employer, may require or prefer accredited health plans.

NCQA reviews our compliance based on standards for quality improvement, population health management, credentialing, utilization management,
network management, member connections, and member rights and responsibilities. We have achieved and maintained NCQA accreditation in many of our
commercial, Medicare and Medicaid HMO/POS and PPO markets and our wellness program, Go365. Humana’s pharmacy organization is accredited by
URAC.

Sales and Marketing

We use various methods to market our products, including television, radio, the Internet, telemarketing, and direct mailings.

At December 31, 2018, we employed approximately 1,500 sales representatives, as well as approximately 1,400 telemarketing representatives who
assisted in the marketing of Medicare, including Medicare Advantage and PDP, in our Retail segment and specialty products in our Group and Specialty
segment, including making appointments for sales representatives with prospective members. We have a marketing arrangement with Wal-Mart Stores, Inc.,
or Wal-Mart, for our individual Medicare stand-alone PDP offering. We also sell group Medicare Advantage products through large employers. In addition,
we market our Medicare and individual specialty products through licensed independent brokers and agents. For our Medicare products, commissions paid to
employed sales representatives and independent brokers and agents are based on a per unit commission structure, regulated in structure and amount by CMS.
For our individual specialty products, we generally pay brokers a commission based on premiums, with commissions varying by market and premium
volume. In addition to a commission based directly on premium volume for sales to particular customers, we also have programs that pay brokers and agents
based on other metrics. These include commission bonuses based on sales that attain certain levels or involve particular products. We also pay additional
commissions based on aggregate volumes of sales involving multiple customers.

In our Group and Specialty segment, individuals may become members of our commercial HMOs and PPOs through their employers or other groups,
which typically offer employees or members a selection of health insurance products, pay for all or part of the premiums, and make payroll deductions for any
premiums payable by the employees. We attempt to become an employer’s or group’s exclusive source of health insurance benefits by offering a variety of
HMO, PPO, and specialty products that provide cost-effective quality health care coverage consistent with the needs and expectations of their employees or
members. We use licensed independent brokers, independent agents, digital insurance agencies, and employees to sell our group products. Many of our larger
employer group customers are represented by insurance brokers and consultants who assist these groups in the design and purchase of health care products.
We pay brokers and agents using the same commission structure described above for our specialty products.
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Underwriting

Since 2014, the Patient Protection and Affordability Care Act and The Health Care and Education Reconciliation Act of 2010, which we collectively
refer to as the Health Care Reform Law, requires certain group health plans to guarantee issuance and renew coverage without pre-existing condition
exclusions or health-status rating adjustments. Accordingly, certain group health plans are not subject to underwriting. Further, underwriting techniques are
not employed in connection with our Medicare, military services, or Medicaid products because government regulations require us to accept all eligible
applicants regardless of their health or prior medical history.

Competition

The health benefits industry is highly competitive. Our competitors vary by local market and include other managed care companies, national insurance
companies, and other HMOs and PPOs. Many of our competitors have a larger membership base and/or greater financial resources than our health plans in the
markets in which we compete. Our ability to sell our products and to retain customers may be influenced by such factors as those described in Item 1A. – Risk
Factors in this 2018 Form 10-K.

Government Regulation

Diverse legislative and regulatory initiatives at both the federal and state levels continue to affect aspects of the nation’s health care system, including
the Health Care Reform Law.

Our management works proactively to ensure compliance with all governmental laws and regulations affecting our business. We are unable to predict
how existing federal or state laws and regulations may be changed or interpreted, what additional laws or regulations affecting our businesses may be enacted
or proposed, when and which of the proposed laws will be adopted or what effect any such new laws and regulations will have on our results of operations,
financial position, or cash flows.

For a description of certain material current activities in the federal and state legislative areas, see Item 1A. – Risk Factors in this 2018 Form 10-K.

Certain Other Services

Captive Insurance Company

We bear general business risks associated with operating our Company such as professional and general liability, employee workers’ compensation,
cybersecurity, and officer and director errors and omissions risks. Professional and general liability risks may include, for example, medical malpractice
claims and disputes with members regarding benefit coverage. We retain certain of these risks through our wholly-owned, captive insurance subsidiary. We
reduce exposure to these risks by insuring levels of coverage for losses in excess of our retained limits with a number of third-party insurance companies. We
remain liable in the event these insurance companies are unable to pay their portion of the losses.

Centralized Management Services

We provide centralized management services to each of our health plans and to our business segments from our headquarters and service centers. These
services include management information systems, product development and administration, finance, human resources, accounting, law, public relations,
marketing, insurance, purchasing, risk management, internal audit, actuarial, underwriting, claims processing, billing/enrollment, and customer service.
Through intercompany service agreements approved, if required, by state regulatory authorities, Humana Inc., our parent company, charges a management fee
for reimbursement of certain centralized services provided to its subsidiaries.
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Employees

As of December 31, 2018, we had approximately 41,600 employees and approximately 2,000 additional medical professionals working under
management agreements primarily between us and affiliated physician-owned associations. We believe we have good relations with our employees and have
not experienced any work stoppages.
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ITEM 1A. RISK FACTORS

Risks Relating to Our Business

If we do not design and price our products properly and competitively, if the premiums we charge are insufficient to cover the cost of health care
services delivered to our members, if we are unable to implement clinical initiatives to provide a better health care experience for our members, lower costs
and appropriately document the risk profile of our members, or if our estimates of benefits expense are inadequate, our profitability may be materially
adversely affected. We estimate the costs of our benefits expense payments, and design and price our products accordingly, using actuarial methods and
assumptions based upon, among other relevant factors, claim payment patterns, medical cost inflation, and historical developments such as claim
inventory levels and claim receipt patterns. We continually review these estimates, however these estimates involve extensive judgment, and have
considerable inherent variability because they are extremely sensitive to changes in claim payment patterns and medical cost trends. Any reserve,
including a premium deficiency reserve, may be insufficient.

We use a substantial portion of our revenues to pay the costs of health care services delivered to our members. These costs include claims payments,
capitation payments to providers (predetermined amounts paid to cover services), and various other costs incurred to provide health insurance coverage to
our members. These costs also include estimates of future payments to hospitals and others for medical care provided to our members. Generally, premiums in
the health care business are fixed for one-year periods. Accordingly, costs we incur in excess of our benefit cost projections generally are not recovered in the
contract year through higher premiums. We estimate the costs of our future benefit claims and other expenses using actuarial methods and assumptions based
upon claim payment patterns, medical inflation, historical developments, including claim inventory levels and claim receipt patterns, and other relevant
factors. We also record benefits payable for future payments. We continually review estimates of future payments relating to benefit claims costs for services
incurred in the current and prior periods and make necessary adjustments to our reserves, including premium deficiency reserves where appropriate. However,
these estimates involve extensive judgment, and have considerable inherent variability that is sensitive to claim payment patterns and medical cost trends.
Many factors may and often do cause actual health care costs to exceed what was estimated and used to set our premiums. These factors may include:

• increased use of medical facilities and services;
• increased cost of such services;
• increased use or cost of prescription drugs, including specialty prescription drugs;
• the introduction of new or costly treatments, including new technologies;
• our membership mix;
• variances in actual versus estimated levels of cost associated with new products, benefits or lines of business, product changes or benefit level

changes;
• changes in the demographic characteristics of an account or market;
• changes or reductions of our utilization management functions such as preauthorization of services, concurrent review or requirements for

physician referrals;
• changes in our pharmacy volume rebates received from drug manufacturers;
• catastrophes, including acts of terrorism, public health epidemics, or severe weather (e.g. hurricanes and earthquakes);
• medical cost inflation; and
• government mandated benefits or other regulatory changes, including any that result from the Health Care Reform Law.

Key to our operational strategy is the implementation of clinical initiatives that we believe provide a better health care experience for our members,
lower the cost of healthcare services delivered to our members, and appropriately document the risk profile of our members. Our profitability and
competitiveness depend in large part on our ability to
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appropriately manage health care costs through, among other things, the application of medical management programs such as our chronic care management
program.

While we proactively attempt to effectively manage our operating expenses, increases or decreases in staff-related expenses, any costs associated with
exiting products, additional investment in new products (including our opportunities in the Medicare programs, state-based contracts, and expansion of
clinical capabilities as part of our integrated care delivery model), investments in health and well-being product offerings, acquisitions, new taxes and
assessments (including the non-deductible health insurance industry fee), and implementation of regulatory requirements may increase our operating
expenses.

Failure to adequately price our products or estimate sufficient benefits payable or effectively manage our operating expenses, may result in a material
adverse effect on our results of operations, financial position, and cash flows.

We are in a highly competitive industry. Some of our competitors are more established in the health care industry in terms of a larger market share and
have greater financial resources than we do in some markets. In addition, other companies may enter our markets in the future, including emerging
competitors in the Medicare program or competitors in the delivery of health care services. We believe that barriers to entry in our markets are not substantial,
so the addition of new competitors can occur relatively easily, and customers enjoy significant flexibility in moving between competitors. Contracts for the
sale of commercial products are generally bid upon or renewed annually. While health plans compete on the basis of many factors, including service and the
quality and depth of provider networks, we expect that price will continue to be a significant basis of competition. In addition to the challenge of controlling
health care costs, we face intense competitive pressure to contain premium prices. Factors such as business consolidations, strategic alliances, legislative
reform, and marketing practices create pressure to contain premium price increases, despite being faced with increasing medical costs.

The policies and decisions of the federal and state governments regarding the Medicare, military and Medicaid programs in which we participate have a
substantial impact on our profitability. These governmental policies and decisions, which we cannot predict with certainty, directly shape the premiums or
other revenues to us under the programs, the eligibility and enrollment of our members, the services we provide to our members, and our administrative,
health care services, and other costs associated with these programs. Legislative or regulatory actions, such as those resulting in a reduction in premium
payments to us, an increase in our cost of administrative and health care services, or additional fees, taxes or assessments, may have a material adverse effect
on our results of operations, financial position, and cash flows.

Premium increases, introduction of new product designs, and our relationships with our providers in various markets, among other issues, could also
affect our membership levels. Other actions that could affect membership levels include our possible exit from or entrance into Medicare or commercial
markets, or the termination of a large contract.

If we do not compete effectively in our markets, if we set rates too high or too low in highly competitive markets to keep or increase our market share, if
membership does not increase as we expect, if membership declines, or if we lose membership with favorable medical cost experience while retaining or
increasing membership with unfavorable medical cost experience, our results of operations, financial position, and cash flows may be materially adversely
affected.

If we fail to effectively implement our operational and strategic initiatives, including our Medicare initiatives and our state-based contracts strategy,
our business may be materially adversely affected, which is of particular importance given the concentration of our revenues in these products. In addition,
there can be no assurances that we will be successful in maintaining or improving our Star ratings in future years.

Our future performance depends in large part upon our ability to execute our strategy, including opportunities created by the expansion of our Medicare
programs, the successful implementation of our integrated care delivery model and our strategy with respect to state-based contracts, including those
covering members dually eligible for the Medicare and Medicaid programs.
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We have made substantial investments in the Medicare program to enhance our ability to participate in these programs. We have increased the size of our
Medicare geographic reach through expanded Medicare product offerings. We offer both stand-alone Medicare prescription drug coverage and Medicare
Advantage health plans with prescription drug coverage in addition to our other product offerings. We offer a Medicare prescription drug plan in 50 states as
well as Puerto Rico and the District of Columbia. The growth of our Medicare products is an important part of our business strategy. Any failure to achieve
this growth may have a material adverse effect on our results of operations, financial position, or cash flows. In addition, the expansion of our Medicare
products in relation to our other businesses may intensify the risks to us inherent in Medicare products. There is significant concentration of our revenues in
Medicare products, with approximately 80% of our total premiums and services revenue for the year ended December 31, 2018 generated from our Medicare
products, including 15% derived from our individual Medicare Advantage contracts with CMS in Florida. These expansion efforts may result in less
diversification of our revenue stream and increased risks associated with operating in a highly regulated industry, as discussed further below.

The Health Care Reform Law created a federal Medicare-Medicaid Coordination Office to serve dual eligibles. This Medicare-Medicaid Coordination
Office has initiated a series of state demonstration projects to experiment with better coordination of care between Medicare and Medicaid. Depending upon
the results of those demonstration projects, CMS may change the way in which dual eligibles are serviced. If we are unable to implement our strategic
initiatives to address the dual eligibles opportunity, including our participation in state-based contracts, or if our initiatives are not successful at attracting or
retaining dual eligible members, our business may be materially adversely affected.

The achievement of Star ratings of 4-Star or higher qualifies Medicare Advantage plans for premium bonuses. Our Medicare Advantage plans' operating
results may be significantly affected by their star ratings. Despite our operational efforts to improve our star ratings, there can be no assurances that we will be
successful in maintaining or improving our star ratings in future years. In addition, audits of our performance for past or future periods may result in
downgrades to our Star ratings. Accordingly, our plans may not be eligible for full level quality bonuses, which could adversely affect the benefits such plans
can offer, reduce membership and/or reduce profit margins.

If we fail to properly maintain the integrity of our data, to strategically implement new information systems, or to protect our proprietary rights to our
systems, our business may be materially adversely affected.

Our business depends significantly on effective information systems and the integrity and timeliness of the data we use to run our business. Our business
strategy involves providing members and providers with easy to use products that leverage our information to meet their needs. Our ability to adequately
price our products and services, provide effective and efficient service to our customers, and to timely and accurately report our financial results depends
significantly on the integrity of the data in our information systems. As a result of our past and on-going acquisition activities, we have acquired additional
information systems. We have reduced the number of systems we operate, have upgraded and expanded our information systems capabilities, and are
gradually migrating existing business to fewer systems. Our information systems require an ongoing commitment of significant resources to maintain, protect,
and enhance existing systems and develop new systems to keep pace with continuing changes in information processing technology, evolving industry and
regulatory standards, and changing customer preferences. If the information we rely upon to run our businesses was found to be inaccurate or unreliable or if
we fail to maintain effectively our information systems and data integrity, we could have operational disruptions, have problems in determining medical cost
estimates and establishing appropriate pricing, have customer and physician and other health care provider disputes, have regulatory or other legal problems,
have increases in operating expenses, lose existing customers, have difficulty in attracting new customers, or suffer other adverse consequences.

We depend on independent third parties for significant portions of our systems-related support, equipment, facilities, and certain data, including data
center operations, data network, voice communication services and pharmacy data processing. This dependence makes our operations vulnerable to such
third parties' failure to perform adequately under the contract, due to internal or external factors. A change in service providers could result in a decline in
service quality and effectiveness or less favorable contract terms which may adversely affect our operating results.

We rely on our agreements with customers, confidentiality agreements with employees, and our trade secrets and copyrights to protect our proprietary
rights. These legal protections and precautions may not prevent misappropriation of our proprietary information. In addition, substantial litigation regarding
intellectual property rights exists in the
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software industry, including litigation involving end users of software products. We expect software products to be increasingly subject to third-party
infringement claims as the number of products and competitors in this area grows.

There can be no assurance that our information technology, or IT, process will successfully improve existing systems, develop new systems to support
our expanding operations, integrate new systems, protect our proprietary information, defend against cybersecurity attacks, or improve service levels. In
addition, there can be no assurance that additional systems issues will not arise in the future. Failure to adequately protect and maintain the integrity of our
information systems and data, or to defend against cybersecurity attacks, may result in a material adverse effect on our results of operations, financial
position, and cash flows.

If we are unable to defend our information technology security systems against cybersecurity attacks or prevent other privacy or data security
incidents that result in security breaches that disrupt our operations or in the unintended dissemination of sensitive personal information or proprietary or
confidential information, we could be exposed to significant regulatory fines or penalties, liability or reputational damage, or experience a material
adverse effect on our results of operations, financial position, and cash flows.

In the ordinary course of our business, we process, store and transmit large amounts of data, including sensitive personal information as well as
proprietary or confidential information relating to our business or a third-party. We have been, and will likely continue to be, regular targets of attempted
cybersecurity attacks and other security threats and may be subject to breaches of our information technology security systems. Although the impact of such
attacks has not been material to our operations or results of operations, financial position, or cash flow through December 31, 2018, we can provide no
assurance that we will be able to detect, prevent, or contain the effects of such cybersecurity attacks or other information security risks or threats in the future.
A cybersecurity attack may penetrate our layered security controls and misappropriate or compromise sensitive personal information or proprietary or
confidential information or that of third-parties, create system disruptions, cause shutdowns, or deploy viruses, worms, and other malicious software programs
that attack our systems. A cybersecurity attack that bypasses our IT security systems successfully could materially affect us due to the theft, destruction, loss,
misappropriation or release of confidential data or intellectual property, operational or business delays resulting from the disruption of our IT systems, or
negative publicity resulting in reputation or brand damage with our members, customers, providers, and other stakeholders. In certain circumstances we may
rely on third party vendors to process, store and transmit large amounts of data for our businesses whose operations are subject to similar risks.

The costs to eliminate or address cybersecurity threats and vulnerabilities before or after an incident could be substantial. Our remediation efforts may
not be successful and could result in interruptions, delays, or cessation of service, and loss of existing or potential members. In addition, breaches of our
security measures and the unauthorized dissemination of sensitive personal information or proprietary or confidential information about us or our members or
other third-parties, could expose our associates' or members’ private information and result in the risk of financial or medical identity theft, or expose us or
other third-parties to a risk of loss or misuse of this information, result in significant regulatory fines or penalties, litigation and potential liability for us,
damage our brand and reputation, or otherwise harm our business.

We are involved in various legal actions and governmental and internal investigations, any of which, if resolved unfavorably to us, could result in
substantial monetary damages or changes in our business practices. Increased litigation and negative publicity could increase our cost of doing business.

We are or may become a party to a variety of legal actions that affect our business, including breach of contract actions, employment and employment
discrimination-related suits, employee benefit claims, stockholder suits and other securities laws claims, and tort claims.

In addition, because of the nature of the health care business, we are subject to a variety of legal actions relating to our business operations, including the
design, management, and offering of products and services. These include and could include in the future:

• claims relating to the methodologies for calculating premiums;

• claims relating to the denial of health care benefit payments;
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• claims relating to the denial or rescission of insurance coverage;

• challenges to the use of some software products used in administering claims;

• claims relating to our administration of our Medicare Part D offerings;

• medical malpractice actions based on our medical necessity decisions or brought against us on the theory that we are liable for providers' alleged
malpractice;

• claims arising from any adverse medical consequences resulting from our recommendations about the appropriateness of providers’ proposed
medical treatment plans for patients;

• allegations of anti-competitive and unfair business activities;

• provider disputes over compensation or non-acceptance or termination of provider contracts;

• disputes related to ASO business, including actions alleging claim administration errors;

• qui tam litigation brought by individuals who seek to sue on behalf of the government, alleging that we, as a government contractor, submitted
false claims to the government including, among other allegations, resulting from coding and review practices under the Medicare risk-adjustment
model;

• claims related to the failure to disclose some business practices;

• claims relating to customer audits and contract performance;

• claims relating to dispensing of drugs associated with our in-house mail-order pharmacy; and

• professional liability claims arising out of the delivery of healthcare and related services to the public.

In some cases, substantial non-economic or punitive damages as well as treble damages under the federal False Claims Act, Racketeer Influenced and
Corrupt Organizations Act and other statutes may be sought.

While we currently have insurance coverage for some of these potential liabilities, other potential liabilities may not be covered by insurance, insurers
may dispute coverage, or the amount of our insurance may not be enough to cover the damages awarded. In addition, some types of damages, like punitive
damages, may not be covered by insurance. In some jurisdictions, coverage of punitive damages is prohibited. Insurance coverage for all or some forms of
liability may become unavailable or prohibitively expensive in the future.

The health benefits industry continues to receive significant negative publicity reflecting the public perception of the industry. This publicity and
perception have been accompanied by increased litigation, including some large jury awards, legislative activity, regulation, and governmental review of
industry practices. These factors may materially adversely affect our ability to market our products or services, may require us to change our products or
services or otherwise change our business practices, may increase the regulatory burdens under which we operate, and may require us to pay large judgments
or fines. Any combination of these factors could further increase our cost of doing business and adversely affect our results of operations, financial position,
and cash flows.

See "Legal Proceedings and Certain Regulatory Matters" in Note 16 to the consolidated financial statements included in Item 8. - Financial Statements
and Supplementary Data. We cannot predict the outcome of these matters with certainty.

As a government contractor, we are exposed to risks that may materially adversely affect our business or our willingness or ability to participate in
government health care programs.

A significant portion of our revenues relates to federal and state government health care coverage programs, including the Medicare, military, and
Medicaid programs. These programs accounted for approximately 85% of our total premiums and services revenue for the year ended December 31, 2018.
These programs involve various risks, as described further below.

• At December 31, 2018, under our contracts with CMS we provided health insurance coverage to approximately 636,800 individual Medicare
Advantage members in Florida. These contracts accounted for
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approximately 15% of our total premiums and services revenue for the year ended December 31, 2018. The loss of these and other CMS contracts
or significant changes in the Medicare program as a result of legislative or regulatory action, including reductions in premium payments to us or
increases in member benefits without corresponding increases in premium payments to us, may have a material adverse effect on our results of
operations, financial position, and cash flows.

• At December 31, 2018, our military services business, which accounted for approximately 1% of our total premiums and services revenue for the
year ended December 31, 2018, primarily consisted of the TRICARE T2017 East Region contract replacing the 5-year T3 South Region contract
that expired on December 31, 2017. The T2017 East Region contract is a consolidation of the former T3 North and South Regions, comprising
thirty-two states and approximately 6 million TRICARE beneficiaries, under which delivery of health care services commenced on January 1,
2018. The T2017 East Region contract is a 5 -year contract set to expire on December 31, 2022 and is subject to renewals on January 1 of each
year during its term at the government's option. The loss of the TRICARE T2017 East Region contract may have a material adverse effect on our
results of operations, financial position, and cash flows.

• There is a possibility of temporary or permanent suspension from participating in government health care programs, including Medicare and
Medicaid, if we are convicted of fraud or other criminal conduct in the performance of a health care program or if there is an adverse decision
against us under the federal False Claims Act. As a government contractor, we may be subject to qui tam litigation brought by individuals who
seek to sue on behalf of the government, alleging that the government contractor submitted false claims to the government. Litigation of this
nature is filed under seal to allow the government an opportunity to investigate and to decide if it wishes to intervene and assume control of the
litigation. If the government does not intervene, the lawsuit is unsealed, and the individual may continue to prosecute the action on his or her
own.

• CMS uses a risk-adjustment model which adjusts premiums paid to Medicare Advantage, or MA, plans according to health status of covered
members. The risk-adjustment model, which CMS implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits
Improvement and Protection Act of 2000 (BIPA), generally pays more where a plan's membership has higher expected costs. Under this model,
rates paid to MA plans are based on actuarially determined bids, which include a process whereby our prospective payments are based on our
estimated cost of providing standard Medicare-covered benefits to an enrollee with a "national average risk profile." That baseline payment
amount is adjusted to reflect the health status of our enrolled membership. Under the risk-adjustment methodology, all MA plans must collect and
submit the necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician providers to CMS within prescribed
deadlines. The CMS risk-adjustment model uses the diagnosis data to calculate the risk-adjusted premium payment to MA plans, which CMS
adjusts for coding pattern differences between the health plans and the government fee-for-service program. We generally rely on providers,
including certain providers in our network who are our employees, to code their claim submissions with appropriate diagnoses, which we send to
CMS as the basis for our payment received from CMS under the actuarial risk-adjustment model. We also rely on these providers to document
appropriately all medical data, including the diagnosis data submitted with claims. In addition, we conduct medical record reviews as part of our
data and payment accuracy compliance efforts, to more accurately reflect diagnosis conditions under the risk adjustment model. These compliance
efforts include the internal contract level audits described in more detail below, as well as ordinary course reviews of our internal business
processes.

CMS is phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses
data from the Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only
submit diagnoses that satisfy those guidelines. For submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS
will apply the risk adjustment filtering logic to determine the risk scores. For 2018, 15% of the risk score was calculated from claims data
submitted through EDS. In 2019 and 2020 CMS will increase that percentage to 25% and 50%, respectively. The phase-in from RAPS to EDS
could result in different risk scores from each dataset as a result of plan processing issues, CMS processing issues, or filtering logic

22

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
22 of 240

Exempt from Business Proposal 
and Total Page Limits

785(E)



differences between RAPS and EDS, and could have a material adverse effect on our results of operations, financial position, or cash flows.

CMS and the Office of the Inspector General of Health and Human Services, or HHS-OIG, are continuing to perform audits of various companies’
selected MA contracts related to this risk adjustment diagnosis data. We refer to these audits as Risk-Adjustment Data Validation Audits, or RADV
audits. RADV audits review medical records in an attempt to validate provider medical record documentation and coding practices which
influence the calculation of premium payments to MA plans.

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C Medicare Advantage Risk Adjustment Data
Validation (RADV) Contract-Level Audits.” The payment error calculation methodology provided that, in calculating the economic impact of
audit results for an MA contract, if any, the results of the RADV audit sample would be extrapolated to the entire MA contract after a comparison
of the audit results to a similar audit of Medicare FFS (we refer to the process of accounting for errors in FFS claims as the "FFS Adjuster"). This
comparison of RADV audit results to the FFS error rate is necessary to determine the economic impact, if any, of RADV audit results because the
government used the Medicare FFS program data set, including any attendant errors that are present in that data set, to estimate the costs of
various health status conditions and to set the resulting adjustments to MA plans’ payment rates in order to establish actuarial equivalence in
payment rates as required under the Medicare statute. CMS already makes other adjustments to payment rates based on a comparison of coding
pattern differences between MA plans and Medicare FFS data (such as for frequency of coding for certain diagnoses in MA plan data versus the
Medicare FFS program dataset).

The final RADV extrapolation methodology, including the first application of extrapolated audit results to determine audit settlements, is
expected to be applied to CMS RADV contract level audits conducted for contract year 2011 and subsequent years. CMS is currently conducting
RADV contract level audits for certain of our Medicare Advantage plans.

Estimated audit settlements are recorded as a reduction of premiums revenue in our consolidated statements of income, based upon available
information. We perform internal contract level audits based on the RADV audit methodology prescribed by CMS. Included in these internal
contract level audits is an audit of our Private Fee-For Service business which we used to represent a proxy of the FFS Adjuster which has not yet
been finalized. We based our accrual of estimated audit settlements for each contract year on the results of these internal contract level audits and
update our estimates as each audit is completed. Estimates derived from these results were not material to our results of operations, financial
position, or cash flows. We report the results of these internal contract level audits to CMS, including identified overpayments, if any.

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which we refer to as the “Proposed Rule”) related to, among other
things, the RADV audit methodology described above. If implemented, the Proposed Rule would use extrapolation in RADV audits applicable to
payment year 2011 contract-level audits and all subsequent audits, without the application of a FFS Adjuster to audit findings. We are studying
the Proposed Rule and CMS’ underlying analysis contained therein. We believe, however, that the Proposed Rule fails to address adequately the
statutory requirement of actuarial equivalence, and we expect to provide substantive comments to CMS on the Proposed Rule as part of the
notice-and-comment rulemaking process. We are also evaluating the potential impact of the Proposed Rule, and any related regulatory, industry or
company reactions, all or any of which could have a material adverse effect on our results of operations, financial position, or cash flows.

In addition, as part of our internal compliance efforts, we routinely perform ordinary course reviews of our internal business processes related to,
among other things, our risk coding and data submissions in connection with the risk- adjustment model. These reviews may also result in the
identification of errors and the submission of corrections to CMS, that may, either individually or in the aggregate, be material. As such, the result
of these reviews may have a material adverse effect on our results of operations, financial position, or cash flows.
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We believe that CMS' statements and policies regarding the requirement to report and return identified overpayments received by MA plans are
inconsistent with CMS' 2012 RADV audit methodology, and the Medicare statute's requirements. These statements and policies, such as certain
statements contained in the preamble to CMS’ final rule release regarding Medicare Advantage and Part D prescription drug benefit program
regulations for Contract Year 2015 (which we refer to as the "Overpayment Rule"), and the Proposed Rule, appear to equate each Medicare
Advantage risk adjustment data error with an “overpayment” without addressing the principles underlying the FFS Adjuster referenced above. On
September 7, 2018, the Federal District Court for the District of Columbia vacated CMS's Overpayment Rule, concluding that it violated the
Medicare statute, including the requirement for actuarial equivalence, and that the Overpayment Rule was also arbitrary and capricious in
departing from CMS's RADV methodology without adequate explanation (among other reasons). CMS has filed a motion for reconsideration
related to certain aspects of the Federal District Court's opinion and has simultaneously filed a notice to appeal the decision to the Circuit Court of
Appeals.

We will continue to work with CMS to ensure that MA plans are paid accurately and that payment model principles are in accordance with the
requirements of the Social Security Act, which, if not implemented correctly could have a material adverse effect on our results of operations,
financial position, or cash flows.

• Our CMS contracts which cover members’ prescription drugs under Medicare Part D contain provisions for risk sharing and certain payments for
prescription drug costs for which we are not at risk. These provisions, certain of which are described below, affect our ultimate payments from
CMS.

The premiums from CMS are subject to risk corridor provisions which compare costs targeted in our annual bids to actual prescription drug costs,
limited to actual costs that would have been incurred under the standard coverage as defined by CMS. Variances exceeding certain thresholds may
result in CMS making additional payments to us or require us to refund to CMS a portion of the premiums we received (known as a “risk
corridor”). We estimate and recognize an adjustment to premiums revenue related to the risk corridor payment settlement based upon pharmacy
claims experience. The estimate of the settlement associated with these risk corridor provisions requires us to consider factors that may not be
certain, including member eligibility differences with CMS. Our estimate of the settlement associated with the Medicare Part D risk corridor
provisions was a net payable of $170 million and $279 million at December 31, 2018 and 2017, respectively.

Reinsurance and low-income cost subsidies represent payments from CMS in connection with the Medicare Part D program for which we assume
no risk. Reinsurance subsidies represent payments for CMS’s portion of claims costs which exceed the member’s out-of-pocket threshold, or the
catastrophic coverage level. Low-income cost subsidies represent payments from CMS for all or a portion of the deductible, the coinsurance and
co-payment amounts above the out-of-pocket threshold for low-income beneficiaries. Monthly prospective payments from CMS for reinsurance
and low-income cost subsidies are based on assumptions submitted with our annual bid. A reconciliation and settlement of CMS’s prospective
subsidies against actual prescription drug costs we paid is made after the end of the applicable year.

Settlement of the reinsurance and low-income cost subsidies as well as the risk corridor payment is based on a reconciliation made approximately
9 months after the close of each calendar year. This reconciliation process requires us to submit claims data necessary for CMS to administer the
program. Our claims data may not pass CMS’s claims edit processes due to various reasons, including discrepancies in eligibility or classification
of low-income members. To the extent our data does not pass CMS’s claim edit processes, we may bear the risk for all or a portion of the claim
which otherwise may have been subject to the risk corridor provision or payment which we would have otherwise received as a low-income
subsidy or reinsurance claim. In addition, in the event the settlement represents an amount CMS owes us, there is a negative impact on our cash
flows and financial condition as a result of financing CMS’s share of the risk. The opposite is true in the event the settlement represents an amount
we owe CMS.

• We are also subject to various other governmental audits and investigations. Under state laws, our HMOs and health insurance companies are
audited by state departments of insurance for financial and contractual compliance. Our HMOs are audited for compliance with health services by
state departments of health. Audits and investigations, including audits of risk adjustment data, are also conducted by state attorneys
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general, CMS, HHS-OIG, the Office of Personnel Management, the Department of Justice, the Department of Labor, and the Defense Contract
Audit Agency. All of these activities could result in the loss of licensure or the right to participate in various programs, including a limitation on
our ability to market or sell products, the imposition of fines, penalties and other civil and criminal sanctions, or changes in our business practices.
The outcome of any current or future governmental or internal investigations cannot be accurately predicted, nor can we predict any resulting
penalties, fines or other sanctions that may be imposed at the discretion of federal or state regulatory authorities. Nevertheless, it is reasonably
possible that any such outcome of litigation, penalties, fines or other sanctions could be substantial, and the outcome of these matters may have a
material adverse effect on our results of operations, financial position, and cash flows. Certain of these matters could also affect our reputation. In
addition, disclosure of any adverse investigation or audit results or sanctions could negatively affect our industry or our reputation in various
markets and make it more difficult for us to sell our products and services.

The Health Care Reform Law could have a material adverse effect on our results of operations (including restricting revenue, enrollment and premium
growth in certain products and market segments, restricting our ability to expand into new markets, increasing our medical and operating costs by, among
other things, requiring a minimum benefit ratio on insured products, lowering our Medicare payment rates and increasing our expenses associated with a
non-deductible health insurance industry fee and other assessments); our financial position (including our ability to maintain the value of our goodwill);
and our cash flows.

The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation Act of 2010 (which we collectively refer to as the
Health Care Reform Law) enacted significant reforms to various aspects of the U.S. health insurance industry. The provisions of the Health Care Reform Law
include, among others, imposing a significant new non-deductible health insurance industry fee and other assessments on health insurers, limiting Medicare
Advantage payment rates, stipulating a prescribed minimum ratio for the amount of premiums revenue to be expended on medical costs for insured products,
additional mandated benefits and guarantee issuance associated with commercial medical insurance, requirements that limit the ability of health plans to
vary premiums based on assessments of underlying risk, and heightened scrutiny by state and federal regulators of our business practices, including our
Medicare bid and pricing practices. The Health Care Reform Law also specifies benefit design guidelines, limits rating and pricing practices, encourages
additional competition (including potential incentives for new market entrants), establishes federally-facilitated or state-based exchanges for individuals and
small employers (with up to 100 employees) coupled with programs designed to spread risk among insurers (subject to federal administrative action), and
expands eligibility for Medicaid programs (subject to state-by-state implementation of this expansion). Financing for these reforms come, in part, from
material additional fees and taxes on us and other health plans and individuals which began in 2014, as well as reductions in certain levels of payments to us
and other health plans under Medicare. If we fail to effectively implement our operational and strategic initiatives with respect to the implementation of the
Health Care Reform Law, our business may be materially adversely affected. Additionally, potential legislative changes or judicial determinations, including
activities to repeal or replace the Health Care Reform Law or declare all or certain portions of the Health Care Reform Law unconstitutional, creates
uncertainty for our business, and we cannot predict when, or in what form, such legislative changes or judicial determinations may occur.

For additional information, please refer to the section entitled, “Health Care Reform” in “Item 7 - Management’s Discussion and Analysis of Financial
Condition and Results of Operations” appearing in this annual report.

Our business activities are subject to substantial government regulation. New laws or regulations, or changes in existing laws or regulations or their
manner of application, including reductions in Medicare Advantage payment rates, could increase our cost of doing business and may adversely affect our
business, profitability, financial condition, and cash flows.

In addition to the Health Care Reform Law, the health care industry in general and health insurance are subject to substantial federal and state
government regulation:

Health Insurance Portability and Accountability Act (HIPAA) and the Health Information Technology for Economic and Clinical Health Act (HITECH
Act)
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The use of individually identifiable health data by our business is regulated at federal and state levels. These laws and rules are changed frequently by
legislation or administrative interpretation. Various state laws address the use and maintenance of individually identifiable health data. Most are derived
from the privacy provisions in the federal Gramm-Leach-Bliley Act and the Health Insurance Portability and Accountability Act, or HIPAA. HIPAA includes
administrative provisions directed at simplifying electronic data interchange through standardizing transactions, establishing uniform health care provider,
payer, and employer identifiers, and seeking protections for confidentiality and security of patient data. The rules do not provide for complete federal
preemption of state laws, but rather preempt all inconsistent state laws unless the state law is more stringent.

These regulations set standards for the security of electronic health information, including requirements that insurers provide customers with notice
regarding how their non-public personal information is used, including an opportunity to "opt out" of certain disclosures. Violations of these rules could
subject us to significant criminal and civil penalties, including significant monetary penalties. Compliance with HIPAA regulations requires significant
systems enhancements, training and administrative effort. HIPAA can also expose us to additional liability for violations by our business associates (e.g.,
entities that provide services to health plans and providers).

The HITECH Act, one part of the American Recovery and Reinvestment Act of 2009, significantly broadened the scope of the privacy and security
regulations of HIPAA. Among other requirements, the HITECH Act and HIPAA mandate individual notification in the event of a breach of unsecured,
individually identifiable health information, provides enhanced penalties for HIPAA violations, requires business associates to comply with certain
provisions of the HIPAA privacy and security rule, and grants enforcement authority to state attorneys general in addition to the HHS Office of Civil Rights.

In addition, there are numerous federal and state laws and regulations addressing patient and consumer privacy concerns, including unauthorized access
or theft of personal information. State statutes and regulations vary from state to state and could impose additional penalties. Violations of HIPAA or
applicable federal or state laws or regulations could subject us to significant criminal or civil penalties, including significant monetary penalties. Compliance
with HIPAA and other privacy regulations requires significant systems enhancements, training and administrative effort.

American Recovery and Reinvestment Act of 2009 (ARRA)

On February 17, 2009, the American Recovery and Reinvestment Act of 2009, or ARRA, was enacted into law. In addition to including a temporary
subsidy for health care continuation coverage issued pursuant to the Consolidated Omnibus Budget Reconciliation Act, or COBRA, ARRA also expands and
strengthens the privacy and security provisions of HIPAA and imposes additional limits on the use and disclosure of protected health information, or
PHI. Among other things, ARRA requires us and other covered entities to report any unauthorized release or use of or access to PHI to any impacted
individuals and to HHS in those instances where the unauthorized activity poses a significant risk of financial, reputational or other harm to the individuals,
and to notify the media in any states where 500 or more people are impacted by any unauthorized release or use of or access to PHI. ARRA also requires
business associates to comply with certain HIPAA provisions. ARRA also establishes higher civil and criminal penalties for covered entities and business
associates who fail to comply with HIPAA’s provisions and requires HHS to issue regulations implementing its privacy and security enhancements. 

Corporate Practice of Medicine and Other Laws

As a corporate entity, Humana Inc. is not licensed to practice medicine. Many states in which we operate through our subsidiaries limit the practice of
medicine to licensed individuals or professional organizations comprised of licensed individuals, and business corporations generally may not exercise
control over the medical decisions of physicians. Statutes and regulations relating to the practice of medicine, fee-splitting between physicians and referral
sources, and similar issues vary widely from state to state. Under management agreements between certain of our subsidiaries and affiliated physician-owned
professional groups, these groups retain sole responsibility for all medical decisions, as well as for hiring and managing physicians and other licensed
healthcare providers, developing operating policies and procedures, implementing professional standards and controls, and maintaining malpractice
insurance. We believe that our health services operations comply with applicable state statutes regarding corporate practice of medicine, fee-
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splitting, and similar issues. However, any enforcement actions by governmental officials alleging non-compliance with these statutes, which could subject
us to penalties or restructuring or reorganization of our business, may result in a material adverse effect on our results of operations, financial position, or cash
flows.

Anti-Kickback, Physician Self-Referral, and Other Fraud and Abuse Laws

A federal law commonly referred to as the “Anti-Kickback Statute” prohibits the offer, payment, solicitation, or receipt of any form of remuneration to
induce, or in return for, the referral of Medicare or other governmental health program patients or patient care opportunities, or in return for the purchase,
lease, or order of items or services that are covered by Medicare or other federal governmental health programs. Because the prohibitions contained in the
Anti-Kickback Statute apply to the furnishing of items or services for which payment is made in “whole or in part,” the Anti-Kickback Statute could be
implicated if any portion of an item or service we provide is covered by any of the state or federal health benefit programs described above. Violation of these
provisions constitutes a felony criminal offense and applicable sanctions could include exclusion from the Medicare and Medicaid programs.

Section 1877 of the Social Security Act, commonly known as the “Stark Law,” prohibits physicians, subject to certain exceptions described below, from
referring Medicare or Medicaid patients to an entity providing “designated health services” in which the physician, or an immediate family member, has an
ownership or investment interest or with which the physician, or an immediate family member, has entered into a compensation arrangement. These
prohibitions, contained in the Omnibus Budget Reconciliation Act of 1993, commonly known as “Stark II,” amended prior federal physician self-referral
legislation known as “Stark I” by expanding the list of designated health services to a total of 11 categories of health services. The professional groups with
which we are affiliated provide one or more of these designated health services. Persons or entities found to be in violation of the Stark Law are subject to
denial of payment for services furnished pursuant to an improper referral, civil monetary penalties, and exclusion from the Medicare and Medicaid programs.

Many states also have enacted laws similar in scope and purpose to the Anti-Kickback Statute and, in more limited instances, the Stark Law, that are not
limited to services for which Medicare or Medicaid payment is made. In addition, most states have statutes, regulations, or professional codes that restrict a
physician from accepting various kinds of remuneration in exchange for making referrals. These laws vary from state to state and have seldom been
interpreted by the courts or regulatory agencies. In states that have enacted these statutes, we believe that regulatory authorities and state courts interpreting
these statutes may regard federal law under the Anti-Kickback Statute and the Stark Law as persuasive.

We believe that our operations comply with the Anti-Kickback Statute, the Stark Law, and similar federal or state laws addressing fraud and abuse. These
laws are subject to modification and changes in interpretation, and are enforced by authorities vested with broad discretion. We continually monitor
developments in this area. If these laws are interpreted in a manner contrary to our interpretation or are reinterpreted or amended, or if new legislation is
enacted with respect to healthcare fraud and abuse, illegal remuneration, or similar issues, we may be required to restructure our affected operations to
maintain compliance with applicable law. There can be no assurances that any such restructuring will be possible or, if possible, would not have a material
adverse effect on our results of operations, financial position, or cash flows.

Environmental

We are subject to various federal, state, and local laws and regulations relating to the protection of human health and the environment. If an
environmental regulatory agency finds any of our facilities to be in violation of environmental laws, penalties and fines may be imposed for each day of
violation and the affected facility could be forced to cease operations. We could also incur other significant costs, such as cleanup costs or claims by third
parties, as a result of violations of, or liabilities under, environmental laws. Although we believe that our environmental practices, including waste handling
and disposal practices, are in material compliance with applicable laws, future claims or violations, or changes in environmental laws, could have a material
adverse effect on our results of operations, financial position or cash flows.
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State Regulation of Insurance-Related Products

Laws in each of the states (and Puerto Rico) in which we operate our HMOs, PPOs and other health insurance-related services regulate our operations
including: capital adequacy and other licensing requirements, policy language describing benefits, mandated benefits and processes, entry, withdrawal or re-
entry into a state or market, rate increases, delivery systems, utilization review procedures, quality assurance, complaint systems, enrollment requirements,
claim payments, marketing, and advertising. The HMO, PPO, and other health insurance-related products we offer are sold under licenses issued by the
applicable insurance regulators.

Our licensed insurance subsidiaries are also subject to regulation under state insurance holding company and Puerto Rico regulations. These regulations
generally require, among other things, prior approval and/or notice of new products, rates, benefit changes, and certain material transactions, including
dividend payments, purchases or sales of assets, intercompany agreements, and the filing of various financial and operational reports.

Any failure by us to manage acquisitions, divestitures and other significant transactions successfully may have a material adverse effect on our results
of operations, financial position, and cash flows.

As part of our business strategy, we frequently engage in discussions with third parties regarding possible investments, acquisitions, divestitures,
strategic alliances, joint ventures, and outsourcing transactions and often enter into agreements relating to such transactions in order to further our business
objectives. In order to pursue our acquisition strategy successfully, we must identify suitable candidates for and successfully complete transactions, some of
which may be large and complex, and manage post-closing issues such as the integration of acquired companies or employees. Integration and other risks can
be more pronounced for larger and more complicated transactions, transactions outside of our core business space, or if multiple transactions are pursued
simultaneously. The failure to successfully integrate acquired entities and businesses or failure to produce results consistent with the financial model used in
the analysis of our acquisitions, investments, joint ventures or strategic alliances may cause asset write-offs, restructuring costs or other expenses and may
have a material adverse effect on our results of operations, financial position, and cash flows. If we fail to identify and complete successfully transactions that
further our strategic objectives, we may be required to expend resources to develop products and technology internally. In addition, from time to time, we
evaluate alternatives for our businesses that do not meet our strategic, growth or profitability objectives, and we may divest or wind down such
businesses. There can be no assurance that we will be able to complete any such divestiture on terms favorable to us. The divestiture of certain businesses
could result, individually or in the aggregate, in the recognition of material losses and a material adverse effect on our results of operations. In addition,
divestitures may result in continued financial exposure to the divested businesses following the completion of the transaction. For example, in connection
with a disposition, we may enter into transition or administrative service agreements, coinsurance arrangements, vendor relationships or other strategic
relationships with the divested business, or we may agree to provide certain indemnities to the purchaser in any such transaction, each of which may result in
additional expense and could have a material adverse effect on our result of operations.

If we fail to develop and maintain satisfactory relationships with the providers of care to our members, our business may be adversely affected.

We employ or contract with physicians, hospitals and other providers to deliver health care to our members. Our products encourage or require our
customers to use these contracted providers. A key component of our integrated care delivery strategy is to increase the number of providers who share
medical cost risk with us or have financial incentives to deliver quality medical services in a cost-effective manner.

In any particular market, providers could refuse to contract with us, demand higher payments, or take other actions that could result in higher health care
costs for us, less desirable products for customers and members or difficulty meeting regulatory or accreditation requirements. In some markets, some
providers, particularly hospitals, physician specialty groups, physician/hospital organizations, or multi-specialty physician groups, may have significant
market positions and negotiating power. In addition, physician or practice management companies, which aggregate physician practices for administrative
efficiency and marketing leverage, may compete directly with us. If these providers refuse to contract with us, use their market position to negotiate
unfavorable contracts with us or place us at a competitive
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disadvantage, or do not enter into contracts with us that encourage the delivery of quality medical services in a cost-effective manner, our ability to market
products or to be profitable in those areas may be adversely affected.

In some situations, we have contracts with individual or groups of primary care providers for an actuarially determined, fixed fee per month to provide a
basket of required medical services to our members. This type of contract is referred to as a “capitation” contract. The inability of providers to properly
manage costs under these capitation arrangements can result in the financial instability of these providers and the termination of their relationship with us. In
addition, payment or other disputes between a primary care provider and specialists with whom the primary care provider contracts can result in a disruption
in the provision of services to our members or a reduction in the services available to our members. The financial instability or failure of a primary care
provider to pay other providers for services rendered could lead those other providers to demand payment from us even though we have made our regular
fixed payments to the primary provider. There can be no assurance that providers with whom we contract will properly manage the costs of services, maintain
financial solvency or avoid disputes with other providers. Any of these events may have a material adverse effect on the provision of services to our members
and our results of operations, financial position, and cash flows.

Our pharmacy business is highly competitive and subjects us to regulations in addition to those we face with our core health benefits businesses.

Our pharmacy mail order business competes with locally owned drugstores, retail drugstore chains, supermarkets, discount retailers, membership clubs,
internet companies and other mail-order and long-term care pharmacies. Our pharmacy business also subjects us to extensive federal, state, and local
regulation. The practice of pharmacy is generally regulated at the state level by state boards of pharmacy. Many of the states where we deliver
pharmaceuticals, including controlled substances, have laws and regulations that require out-of-state mail-order pharmacies to register with that state’s board
of pharmacy. Federal agencies further regulate our pharmacy operations, requiring registration with the U.S. Drug Enforcement Administration and individual
state controlled substance authorities in order to dispense controlled substances. In addition, the FDA inspects facilities in connection with procedures to
effect recalls of prescription drugs. The Federal Trade Commission also has requirements for mail-order sellers of goods. The U.S. Postal Service, or USPS, has
statutory authority to restrict the transmission of drugs and medicines through the mail to a degree that may have an adverse effect on our mail-order
operations. The USPS historically has exercised this statutory authority only with respect to controlled substances. If the USPS restricts our ability to deliver
drugs through the mail, alternative means of delivery are available to us. However, alternative means of delivery could be significantly more expensive. The
U.S. Department of Transportation has regulatory authority to impose restrictions on drugs inserted in the stream of commerce. These regulations generally do
not apply to the USPS and its operations. In addition, we are subject to CMS rules regarding the administration of our PDP plans and intercompany pricing
between our PDP plans and our pharmacy business.

We are also subject to risks inherent in the packaging and distribution of pharmaceuticals and other health care products, and the application of state
laws related to the operation of internet and mail-order pharmacies. The failure to adhere to these laws and regulations may expose us to civil and criminal
penalties.

Changes in the prescription drug industry pricing benchmarks may adversely affect our financial performance.

Contracts in the prescription drug industry generally use certain published benchmarks to establish pricing for prescription drugs. These benchmarks
include average wholesale price, which is referred to as “AWP,” average selling price, which is referred to as “ASP,” and wholesale acquisition cost. It is
uncertain whether payors, pharmacy providers, pharmacy benefit managers, or PBMs, and others in the prescription drug industry will continue to utilize
AWP as it has previously been calculated, or whether other pricing benchmarks will be adopted for establishing prices within the industry. Legislation may
lead to changes in the pricing for Medicare and Medicaid programs. Regulators have conducted investigations into the use of AWP for federal program
payment, and whether the use of AWP has inflated drug expenditures by the Medicare and Medicaid programs. Federal and state proposals have sought to
change the basis for calculating payment of certain drugs by the Medicare and Medicaid programs. Adoption of ASP in lieu of AWP as the measure for
determining payment by Medicare or Medicaid programs for the drugs sold in our mail-order pharmacy
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business may reduce the revenues and gross margins of this business which may result in a material adverse effect on our results of operations, financial
position, and cash flows.

If we do not continue to earn and retain purchase discounts and volume rebates from pharmaceutical manufacturers at current levels, our gross
margins may decline.

We have contractual relationships with pharmaceutical manufacturers or wholesalers that provide us with purchase discounts and volume rebates on
certain prescription drugs dispensed through our mail-order and specialty pharmacies. These discounts and volume rebates are generally passed on to clients
in the form of steeper price discounts. Changes in existing federal or state laws or regulations or in their interpretation by courts and agencies or the adoption
of new laws or regulations relating to patent term extensions, and purchase discount and volume rebate arrangements with pharmaceutical manufacturers,
may reduce the discounts or volume rebates we receive and materially adversely impact our results of operations, financial position, and cash flows.

Our ability to obtain funds from certain of our licensed subsidiaries is restricted by state insurance regulations.

Because we operate as a holding company, we are dependent upon dividends and administrative expense reimbursements from our subsidiaries to fund
the obligations of Humana Inc., our parent company. Certain of our insurance subsidiaries operate in states that regulate the payment of dividends, loans,
administrative expense reimbursements or other cash transfers to Humana Inc., and require minimum levels of equity as well as limit investments to approved
securities. The amount of dividends that may be paid to Humana Inc. by these insurance subsidiaries, without prior approval by state regulatory authorities,
or ordinary dividends, is limited based on the entity's level of statutory income and statutory capital and surplus. In most states, prior notification is provided
before paying a dividend even if approval is not required. Actual dividends paid may vary due to consideration of excess statutory capital and surplus and
expected future surplus requirements related to, for example, premium volume and product mix. Dividends from our non-insurance companies such as in our
Healthcare Services segment are generally not restricted by Departments of Insurance. In the event that we are unable to provide sufficient capital to fund the
obligations of Humana Inc., our results of operations, financial position, and cash flows may be materially adversely affected.

Downgrades in our debt ratings, should they occur, may adversely affect our business, results of operations, and financial condition.

Claims paying ability, financial strength, and debt ratings by recognized rating organizations are an increasingly important factor in establishing the
competitive position of insurance companies. Ratings information is broadly disseminated and generally used throughout the industry. We believe our
claims paying ability and financial strength ratings are an important factor in marketing our products to certain of our customers. In addition, our debt ratings
impact both the cost and availability of future borrowings. Each of the rating agencies reviews its ratings periodically and there can be no assurance that
current ratings will be maintained in the future. Our ratings reflect each rating agency’s opinion of our financial strength, operating performance, and ability
to meet our debt obligations or obligations to policyholders, but are not evaluations directed toward the protection of investors in our common stock and
should not be relied upon as such.

Historically, rating agencies take action to lower ratings due to, among other things, perceived concerns about liquidity or solvency, the competitive
environment in the insurance industry, the inherent uncertainty in determining reserves for future claims, the outcome of pending litigation and regulatory
investigations, and possible changes in the methodology or criteria applied by the rating agencies. In addition, rating agencies have come under regulatory
and public scrutiny over the ratings assigned to various fixed-income products. As a result, rating agencies may (i) become more conservative in their
methodology and criteria, (ii) increase the frequency or scope of their credit reviews, (iii) request additional information from the companies that they rate, or
(iv) adjust upward the capital and other requirements employed in the rating agency models for maintenance of certain ratings levels.

We believe that some of our customers place importance on our credit ratings, and we may lose customers and compete less successfully if our ratings
were to be downgraded. In addition, our credit ratings affect our ability to obtain investment capital on favorable terms. If our credit ratings were to be
lowered, our cost of borrowing likely would
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increase, our sales and earnings could decrease, and our results of operations, financial position, and cash flows may be materially adversely affected.

The securities and credit markets may experience volatility and disruption, which may adversely affect our business.

Volatility or disruption in the securities and credit markets could impact our investment portfolio. We evaluate our investment securities for impairment
on a quarterly basis. This review is subjective and requires a high degree of judgment. For the purpose of determining gross realized gains and losses, the cost
of investment securities sold is based upon specific identification. For debt securities held, we recognize an impairment loss in income when the fair value of
the debt security is less than the carrying value and we have the intent to sell the debt security or it is more likely than not that we will be required to sell the
debt security before recovery of our amortized cost basis, or if a credit loss has occurred. When we do not intend to sell a security in an unrealized loss
position, potential other-than-temporary impairments are considered using variety of factors, including the length of time and extent to which the fair value
has been less than cost; adverse conditions specifically related to the industry, geographic area or financial condition of the issuer or underlying collateral of
a security; payment structure of the security; changes in credit rating of the security by the rating agencies; the volatility of the fair value changes; and
changes in fair value of the security after the balance sheet date. For debt securities, we take into account expectations of relevant market and economic data.
We continuously review our investment portfolios and there is a continuing risk that declines in fair value may occur and additional material realized losses
from sales or other-than-temporary impairments may be recorded in future periods.

We believe our cash balances, investment securities, operating cash flows, and funds available under our credit agreement or from other public or private
financing sources, taken together, provide adequate resources to fund ongoing operating and regulatory requirements, acquisitions, future expansion
opportunities, and capital expenditures for at least the next twelve months, as well as to refinance or repay debt, and repurchase shares. However, continuing
adverse securities and credit market conditions may significantly affect the availability of credit. While there is no assurance in the current economic
environment, we have no reason to believe the lenders participating in our credit agreement will not be willing and able to provide financing in accordance
with the terms of the agreement.

Our access to additional credit will depend on a variety of factors such as market conditions, the general availability of credit, both to the overall market
and our industry, our credit ratings and debt capacity, as well as the possibility that customers or lenders could develop a negative perception of our long or
short-term financial prospects. Similarly, our access to funds could be limited if regulatory authorities or rating agencies were to take negative actions against
us. If a combination of these factors were to occur, we may not be able to successfully obtain additional financing on favorable terms or at all.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

The following table lists, by state, the number of medical centers and administrative offices we owned or leased at December 31, 2018:

 
Medical
Centers  

Administrative
Offices   

 Owned  Leased  Owned  Leased  Total

Florida 13  207  —  69  289
Texas 1  17  2  14  34
Kentucky 2  3  15  12  32
Arizona —  17  —  6  23
Louisiana —  6  —  10  16
Virginia —  8  —  7  15
Illinois —  5  —  10  15
California —  2  —  12  14
Ohio —  1  —  13  14
South Carolina —  6  —  6  12
New York —  —  —  13  13
Nevada —  7  —  5  12
Puerto Rico —  1  —  10  11
Indiana —  5  —  5  10
Georgia —  8  —  3  11
Washington —  7  —  4  11
Tennessee —  —  —  9  9
New Jersey —  —  —  9  9
Colorado —  5  —  3  8
Michigan —  5  —  3  8
North Carolina —  2  —  4  6
Others —  9  1  38  48

Total 16  321  18  265  620

The medical centers we operate are primarily located in Florida and Texas, including full-service, multi-specialty medical centers staffed by primary
care providers and medical specialists. Of the medical centers included in the table above, approximately 44 of these facilities are leased or subleased to our
contracted providers to operate.

Our principal executive office is located in the Humana Building, 500 West Main Street, Louisville, Kentucky 40202. In addition to the headquarters
in Louisville, Kentucky, we maintain other principal operating facilities used for customer service, enrollment, and/or claims processing and certain other
corporate functions in Louisville, Kentucky; Green Bay, Wisconsin; Tampa, Florida; Cincinnati, Ohio; San Antonio, Texas; and San Juan, Puerto Rico.
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ITEM 3. LEGAL PROCEEDINGS

We are party to a variety of legal actions in the ordinary course of business, certain of which may be styled as class-action lawsuits. Among other
matters, this litigation may include employment matters, claims of medical malpractice, bad faith, nonacceptance or termination of providers, anticompetitive
practices, improper rate setting, provider contract rate disputes, qui tam litigation brought by individuals seeking to sue on behalf of the government, failure
to disclose network discounts and various other provider arrangements, general contractual matters, intellectual property matters, and challenges to
subrogation practices. For a discussion of our material legal actions, including those not in the ordinary course of business, see “Legal Proceedings and
Certain Regulatory Matters” in Note 16 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data. We
cannot predict the outcome of these suits with certainty.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

Market Information

Our common stock trades on the New York Stock Exchange under the symbol HUM.

Holders of our Capital Stock

As of January 31, 2019, there were approximately 2,300 holders of record of our common stock and approximately 244,700 beneficial holders of our
common stock.

Dividends

The following table provides details of dividend payments, excluding dividend equivalent rights, in 2017 and 2018, under our Board approved
quarterly cash dividend policy:

Record
Date  

Payment
Date  

Amount
per Share  

Total
Amount

      (in millions)

2017 payments       
1/12/2017  1/27/2017  $0.29  $43
3/31/2017  4/28/2017  $0.40  $58
6/30/2017  7/31/2017  $0.40  $58
9/29/2017  10/27/2017  $0.40  $57

2018 payments       
12/29/2017  1/26/2018  $0.40  $55
3/30/2018  4/27/2018  $0.50  $69
6/29/2018  7/27/2018  $0.50  $69
9/28/2018  10/26/2018  $0.50  $69

O n November 2, 2018, the Board declared a cash dividend of $0.50 per share that was paid on January 25, 2019 to stockholders of record on
December 31, 2018, for an aggregate amount of $68 million. Declaration and payment of future quarterly dividends is at the discretion of our Board and may
be adjusted as business needs or market conditions change.

In February 2019, the Board declared a cash dividend of $0.55 per share payable on April 26, 2019 to stockholders of record on March 29, 2019.
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Stock Total Return Performance

The following graph compares our total return to stockholders with the returns of the Standard & Poor’s Composite 500 Index (“S&P 500”) and the Dow
Jones US Select Health Care Providers Index (“Peer Group”) for the five years ended December 31, 2018. The graph assumes an investment of $100 in each of
our common stock, the S&P 500, and the Peer Group on December 31, 2013, and that dividends were reinvested when paid.

 12/31/2013  12/31/2014  12/31/2015  12/31/2016  12/31/2017  12/31/2018

HUM $ 100  $ 140  $ 176  $ 202  $ 247  $ 287
S&P 500 $ 100  $ 114  $ 115  $ 129  $ 157  $ 150
Peer Group $ 100  $ 128  $ 135  $ 137  $ 173  $ 191

The stock price performance included in this graph is not necessarily indicative of future stock price performance.
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Issuer Purchases of Equity Securities

The following table provides information about purchases by us during the three months ended December 31, 2018 of equity securities that are
registered by us pursuant to Section 12 of the Exchange Act:

Period

Total Number
of Shares

Purchased (1)  

Average
Price Paid
per Share  

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans

or Programs (1)(2)  

Dollar Value of
Shares that May
Yet Be Purchased
Under the Plans

or Programs (1) (2)

October 2018 —  $ —  —  $ 1,776,354,011
November 2018 1,937,797  309.63  1,937,797  1,176,354,010
December 2018 —  —  —  1,176,354,010

Total 1,937,797  $ 309.63  1,937,797   

(1) On December 14, 2017, our Board of Directors authorized the repurchase of up to $3.0 billion of our common shares expiring on December 31, 2020,
exclusive of shares repurchased in connection with employee stock plans. Under the share repurchase authorization, shares may be purchased from
time to time at prevailing prices in the open market, by block purchases, through plans designed to comply with Rule 10b5-1 under the Securities
Exchange Act of 1934, as amended, or in privately-negotiated transactions, including pursuant to accelerated share repurchase agreements with
investment banks, subject to certain regulatory restrictions on volume, pricing, and timing. On November 28, 2018, we entered into an accelerated
stock repurchase agreement, the November 2018 ASR, with Goldman, Sachs & Co. LLC, or Goldman Sachs, to repurchase $750 million of our
common stock as part of the $3.0 billion share repurchase program authorized by the Board of Directors on December 14, 2017. On November 29,
2018, we made a payment of $750 million to Goldman Sachs from available cash on hand and received an initial delivery of 1.94 million shares of
our common stock from Goldman Sachs. The payment to Goldman Sachs was recorded as a reduction to stockholders’ equity, consisting of an $600
million increase in treasury stock, which reflects the value of the initial 1.94 million shares received upon initial settlement, and a $150 million
decrease in capital in excess of par value, which reflected the value of stock held back by Goldman Sachs pending final settlement of the November
2018 ASR. Our remaining repurchase authorization was approximately $1,176 million as of February 21, 2019, excluding the $150 million pending
final settlement of our November 2018 ASR.

(2) Excludes 0.15 million shares repurchased in connection with employee stock plans.
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ITEM 6. SELECTED FINANCIAL DATA

 2018  2017  2016 (a)  2015  2014
 (dollars in millions, except per common share results)

Summary of Operating Results:          
Revenues:          

Premiums $ 54,941  $ 52,380  $ 53,021  $ 52,409  $ 45,959
Services 1,457  982  969  1,406  2,164
Investment income 514  405  389  474  377

Total revenues 56,912  53,767  54,379  54,289  48,500
Operating expenses:          

Benefits 45,882  43,496  45,007  44,269  38,166
Operating costs 7,525  6,567  7,173  7,295  7,639
Merger termination fee and related costs, net —  (936)  104  23  —
Depreciation and amortization 405  378  354  355  333

Total operating expenses 53,812  49,505  52,638  51,942  46,138
Income from operations 3,100  4,262  1,741  2,347  2,362
Loss (gain) on sale of business 786  —  —  (270)  —
Interest expense 218  242  189  186  192
Other expense, net 33  —  —  —  —
Income before income taxes and equity in net
earnings 2,063  4,020  1,552  2,431  2,170
Provision for income taxes 391  1,572  938  1,155  1,023
Equity in net earnings of Kindred at Home 11  —  —  —  —
Net income $ 1,683  $ 2,448  $ 614  $ 1,276  $ 1,147
Basic earnings per common share $ 12.24  $ 16.94  $ 4.11  $ 8.54  $ 7.44
Diluted earnings per common share $ 12.16  $ 16.81  $ 4.07  $ 8.44  $ 7.36
Dividends declared per common share $ 2.00  $ 1.60  $ 1.16  $ 1.15  $ 1.11
Financial Position:          
Cash and investments $ 12,780  $ 16,344  $ 13,675  $ 11,681  $ 11,482
Total assets 25,413  27,178  25,396  24,678  23,497
Benefits payable 4,862  4,668  4,563  4,976  4,475
Debt 6,069  4,920  4,092  4,093  3,795
Stockholders’ equity 10,161  9,842  10,685  10,346  9,646
Cash flows from operations $ 2,173  $ 4,051  $ 1,936  $ 868  $ 1,618
Key Financial Indicators:          
Benefit ratio 83.5%  83.0%  84.9%  84.5%  83.0%
Operating cost ratio 13.3%  12.3%  13.3%  13.6%  15.9%
Membership by Segment:          
Retail segment:          

Medical membership 9,161,500  9,206,300  8,751,300  8,327,700  7,360,300
Group and Specialty segment:          

Medical membership 7,415,200  4,638,200  4,793,300  4,963,400  5,430,200
Specialty membership 6,072,300  6,986,000  6,961,200  7,221,800  7,668,500

Individual commercial segment:          
Medical membership —  128,800  654,800  899,100  1,016,200

Other Businesses:          
Medical membership —  29,800  30,800  32,600  35,000

Consolidated:          

Total medical membership 16,576,700  14,003,100  14,230,200  14,222,800  13,841,700
Total specialty membership 6,072,300  6,986,000  6,961,200  7,221,800  7,668,500

(a) Includes a reduction in premiums revenue of $583 million ($367 million after tax, or $2.43 per diluted common share) associated with the write-off of commercial risk corridor
receivables. Also includes benefits expense of $505 million ($318 million after tax, or $2.11 per diluted common share) for reserve strengthening associated with our non-
strategic closed block of long-term care insurance policies, which were sold in 2018.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Executive Overview

General

Humana Inc., headquartered in Louisville, Kentucky, is a leading health and well-being company committed to helping our millions of medical and
specialty members achieve their best health. Our successful history in care delivery and health plan administration is helping us create a new kind of
integrated care with the power to improve health and well‐being and lower costs. Our efforts are leading to a better quality of life for people with Medicare,
families, individuals, military service personnel, and communities at large. To accomplish that, we support physicians and other health care professionals as
they work to deliver the right care in the right place for their patients, our members. Our range of clinical capabilities, resources and tools, such as in‐home
care, behavioral health, pharmacy services, data analytics and wellness solutions, combine to produce a simplified experience that makes health care easier to
navigate and more effective.

Our industry relies on two key statistics to measure performance. The benefit ratio, which is computed by taking total benefits expense as a percentage of
premiums revenue, represents a statistic used to measure underwriting profitability. The operating cost ratio, which is computed by taking total operating
costs, excluding Merger termination fee and related costs, net, and depreciation and amortization, as a percentage of total revenue less investment income,
represents a statistic used to measure administrative spending efficiency.

Business Segments

We manage our business with four reportable segments: Retail, Group and Specialty, Healthcare Services, and Individual Commercial. In addition, the
Other Businesses category includes businesses that are not individually reportable because they do not meet the quantitative thresholds required by
generally accepted accounting principles. These segments are based on a combination of the type of health plan customer and adjacent businesses centered
on well-being solutions for our health plans and other customers, as described below. These segment groupings are consistent with information used by our
Chief Executive Officer to assess performance and allocate resources. See Note 17 to the consolidated financial statements included in Item 8. - Financial
Statements and Supplementary Data for segment financial information.

The Retail segment consists of Medicare benefits, marketed to individuals or directly via group Medicare accounts. In addition, the Retail segment also
includes our contract with CMS to administer the Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program and contracts with
various states to provide Medicaid, dual eligible, and Long-Term Support Services benefits, which we refer to collectively as our state-based contracts. The
Group and Specialty segment consists of employer group commercial fully-insured medical and specialty health insurance benefits marketed to individuals
and employer groups, including dental, vision, and other supplemental health benefits, as well as administrative services only, or ASO products. In addition,
our Group and Specialty segment includes military services business, primarily our TRICARE T2017 East Region contract. The Healthcare Services segment
includes our services offered to our health plan members as well as to third parties, including pharmacy solutions, provider services, and clinical care service,
such as home health and other services and capabilities to promote wellness and advance population health, including our investment in Kindred at Home.
The Individual Commercial segment consisted of our individual commercial fully-insured medical health insurance business, which we exited beginning
January 1, 2018. We report under the category of Other Businesses those businesses that do not align with the reportable segments described above, primarily
our closed-block long-term care insurance policies, which were sold in 2018.

The results of each segment are measured by income before income taxes and equity in net earnings from Kindred at Home, or segment earnings.
Transactions between reportable segments primarily consist of sales of services rendered by our Healthcare Services segment, primarily pharmacy, provider,
and clinical care services, to our Retail and Group and Specialty segment customers. Intersegment sales and expenses are recorded at fair value and
eliminated in consolidation. Members served by our segments often use the same provider networks, enabling us in some instances to obtain more favorable
contract terms with providers. Our segments also share indirect costs and assets. As a result, the profitability of each segment is interdependent. We allocate
most operating expenses to our segments. Assets and
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certain corporate income and expenses are not allocated to the segments, including the portion of investment income not supporting segment operations,
interest expense on corporate debt, and certain other corporate expenses. These items are managed at a corporate level. These corporate amounts are reported
separately from our reportable segments and are included with intersegment eliminations.

Seasonality

One of the product offerings of our Retail segment is Medicare stand-alone prescription drug plans, or PDPs, under the Medicare Part D program. Our
quarterly Retail segment earnings and operating cash flows are impacted by the Medicare Part D benefit design and changes in the composition of our
membership. The Medicare Part D benefit design results in coverage that varies as a member’s cumulative out-of-pocket costs pass through successive stages
of a member’s plan period, which begins annually on January 1 for renewals. These plan designs generally result in us sharing a greater portion of the
responsibility for total prescription drug costs in the early stages and less in the latter stages. As a result, the PDP benefit ratio generally decreases as the year
progresses. In addition, the number of low income senior members as well as year-over-year changes in the mix of membership in our stand-alone PDP
products affects the quarterly benefit ratio pattern.

In addition, the Retail segment also experiences seasonality in the operating cost ratio as a result of costs incurred in the second half of the year associated
with the Medicare marketing season.

Our Group and Specialty segment also experiences seasonality in the benefit ratio pattern. However, the effect is opposite of Medicare stand-alone PDP in
the Retail segment, with the Group and Specialty segment’s benefit ratio increasing as fully-insured members progress through their annual deductible and
maximum out-of-pocket expenses.

Aetna Merger

On February 16, 2017, under the terms of the Agreement and Plan of Merger, or Merger Agreement, with Aetna Inc., and certain wholly owned
subsidiaries of Aetna Inc., which we collectively refer to as Aetna, we received a breakup fee of $1 billion from Aetna, which is included in our consolidated
statement of income in the line captioned "Merger termination fee and related costs, net."

Acquisitions and Divestitures

On August 9, 2018, we completed the sale of our wholly-owned subsidiary, KMG America Corporation, or KMG, to Continental General Insurance
Company, or CGIC, a Texas-based insurance company wholly owned by HC2 Holdings, Inc., a diversified holding company.  KMG's subsidiary, Kanawha
Insurance Company, or KIC, includes our closed block of non-strategic commercial long-term care policies. Upon closing, we funded the transaction with
approximately $190 million of parent company cash contributed into KMG, subject to customary adjustments, in addition to the transfer of approximately
$160 million of statutory capital with the sale. In connection with the sale of KMG, we recognized a pretax loss, including transaction costs, of $786 million
and a corresponding $452 million tax benefit. Prior to the sale of KMG, we entered into reinsurance contracts to transfer the risk associated with certain
voluntary benefit and financial protection products previously issued primarily by KIC to a third party. We transferred approximately $245 million of cash to
the third party and recorded a commensurate reinsurance recoverable as a result of these transactions. The reinsurance recoverable was included as part of the
net assets disposed. There was no material impact to operating results from these reinsurance transactions.

On July 2, 2018 and July 11, 2018, we along with TPG Capital, or TPG, and Welsh, Carson, Anderson & Stowe, or WCAS, collectively, the Sponsors,
completed the acquisitions of Kindred and Curo, respectively, merging Curo with the hospice business of Kindred at Home. As part of these transactions, we
acquired a 40% minority interest in the combined business, Kindred at Home, a for total cash consideration of approximately $1.1 billion.

On April 10, 2018, we acquired Family Physicians Group, or FPG, for cash consideration of approximately $185 million, net of cash received. FPG is one
of the largest at-risk providers serving Medicare Advantage and Managed
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Medicaid HMO patients in Greater Orlando, Florida with a footprint that includes clinics located in Lake, Orange, Osceola and Seminole counties.

On March 1, 2018, we acquired the remaining equity interest in MCCI Holdings LLC, or MCCI, a privately held management service organization
headquartered in Miami, Florida, that primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas. The purchase price
consisted primarily of $169 million cash, as well as our existing investment in MCCI and a note receivable and a revolving note with an aggregate balance of
$383 million.

These transactions are more fully discussed in Note 3 to the consolidated financial statements.

Highlights

Consolidated

• Our 2018 results reflect the continued implementation of our strategy to offer our members affordable health care combined with a positive consumer
experience in growing markets. At the core of this strategy is our integrated care delivery model, which unites quality care, high member
engagement, and sophisticated data analytics. Our approach to primary, physician-directed care for our members aims to provide quality care that is
consistent, integrated, cost-effective, and member-focused, provided by both employed physicians and physicians with network contract
arrangements. The model is designed to improve health outcomes and affordability for individuals and for the health system as a whole, while
offering our members a simple, seamless healthcare experience. We believe this strategy is positioning us for long-term growth in both membership
and earnings. We offer providers a continuum of opportunities to increase the integration of care and offer assistance to providers in transitioning
from a fee-for-service to a value-based arrangement. These include performance bonuses, shared savings and shared risk relationships. At December
31, 2018, approximately 2,039,100 members, or 67%, of our individual Medicare Advantage members were in value-based relationships under our
integrated care delivery model, as compared to 1,901,300 members, or 66%, at December 31, 2017.

• Our consolidated pretax income was $2.06 billion for 2018 compared to $4.02 billion in 2017. A number of significant items effected our year-over-
year comparisons including the following:

◦ The net gain associated with the terminated Merger Agreement, mainly the break-up fee of $936 million in 2017.

◦ The loss on sale of KMG of $786 million in 2018.

◦ Charges in 2017 of $219 million associated with voluntary and involuntary workforce reduction programs, the Penn Treaty guaranty fund
assessment and costs associated with the early retirement of debt.

◦ Lower year-over-year segment earnings in our Retail, Group and Specialty and Healthcare Services segments reflects the impact of investing
the benefit of a lower tax rate from the 2017 Tax Reform Law into the establishment of an annual incentive compensation program for a
broader range of employees, together with additional investments in the communities of our members, technology and our integrated care
delivery model to drive more affordable healthcare and better clinical outcomes.

◦ Our year-over-year pretax comparisons were also favorably impacted by strong Medicare Advantage membership growth and operating
efficiencies from productivity initiatives implemented in 2017. These increases were partially offset by enhanced 2018 Medicare
Advantage benefits resulting from investing the better than expected 2017 individual Medicare Advantage pretax earnings, coupled with
the return of the health insurance industry fee, and a more severe flu season in 2018.

• Year-over-year comparisons of diluted earnings per common share were also favorably impacted by a lower number of shares used to compute
earnings per common share from share repurchases and the impact of a lower tax rate for the year ended December 31, 2018.The 2017 Tax Reform
Law coupled with the tax benefit
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from the sale of KMG, partially offset by return of the nondeductible health insurance industry fee, drove the lower tax rate in 2018.

• We returned capital to our shareholders in the form of increased shareholder dividends and significant share repurchase.  In 2018, we increased our
per share dividend by 25% and repurchased shares worth approximately $1.1 billion, including the accelerated share repurchase agreement, or ASR,
that we entered into in November 2018.

• The annual health insurance industry fee was suspended for calendar year 2017, but resumed in 2018. Operating costs associated with the health
insurance industry fee attributable to 2018 were $1.04 billion paid in October 2018. This fee is not deductible for tax purposes, which increases our
effective income tax rate. The one-year suspension in 2017 of the health insurance industry fee significantly reduced our operating costs and
effective tax rate during 2017. The annual health insurance industry fee is also suspended for calendar year 2019, but under current law is scheduled
to resume for calendar year 2020.

Retail Segment

• Individual and Group Medicare Advantage membership increased  259,600 members, or 7.9%, in 2018 to 3,561,800 members December 31, 2018. 

• On January 30, 2019, after the stock market closed, the Centers for Medicare and Medicaid Services (CMS) issued its preliminary 2020 Medicare
Advantage and Part D payment rates and proposed policy changes (collectively, the Advance Notice). CMS has invited public comment on the
Advance Notice before publishing final rates on April 1, 2019 (the Final Notice). In the Advance Notice, CMS estimates Medicare Advantage plans
across the sector will, on average, experience a 1.59 percent increase in benchmark funding based on proposals included therein. As indicated by
CMS, its estimate excludes the impact of fee‐for‐service county rebasing/re‐pricing since the related impact is dependent upon finalization of certain
data, which will be available with the publication of the Final Notice. Based on our preliminary analysis using the same factors CMS included in its
estimate, the components of which are detailed on CMS’ website, we anticipate the proposals in the Advance Notice would result in a change to our
benchmark funding relatively in line with CMS’ estimate. We will be drawing upon our program expertise to provide CMS formal commentary on
the impact of the Advance Notice and the related impact upon Medicare beneficiaries’ quality of care and service to our members through the
Medicare Advantage program.

• On April 24, 2018, we received a Notice of Intent to be Awarded a Comprehensive Medicaid Contract under Florida’s Statewide Managed Medicaid
Program in all 11 regions, including the South Florida, Tampa, Jacksonville, and Orlando metro areas. The comprehensive program combines the
traditional Medicaid, or TANF, and Long-Term Care programs. Phase-in under the new contract began December 2018 and was fully implemented
February 1, 2019.

• In October 2018, CMS published its updated Star quality ratings for bonus year 2020. We received a 5-star rating on CMS' 5-star rating system for
two MA contracts offered in Florida and Tennessee. In addition, we received a 4.5-star rating for two MA contracts offered in Florida, Illinois,
Kentucky, Mississippi, North Carolina, and Oregon. We have 12 contracts rated 4-star or above and 3 million members in 4-star or above rated
contracts to be offered in 2019, representing 84% of our MA membership as of July 2018. The achievement of a 5-star rating for two MA contracts in
Florida and Tennessee provides us the ability to market for these contracts throughout the year, creating an opportunity for increased penetration in
these important geographies. We cannot guarantee, however, our ability to maintain or improve our star ratings.

Group and Specialty Segment

• During 2018, we transitioned to the new, larger T2017 East Region contract increasing membership 2,846,800 or 92.4%.The T2017 East Region
contract is a consolidation of the former T3 North and South Regions, comprising thirty-two states and approximately 6 million TRICARE
beneficiaries, under which delivery of health care services commenced on January 1, 2018. The T2017 East Region contract is a 5-year contract set
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to expire on December 31, 2022 and is subject to renewals on January 1 of each year during its term at the government's option.

Healthcare Services Segment

• We continued to invest in our Healthcare Services segment necessary to drive effective care delivery and clinical outcomes with our acquisitions of
MCCI and FPG and our 40% investment in Kindred at Home.

• Medicare Advantage and dual demonstration program membership enrolled in a Humana chronic care management program was 716,000 at
December 31, 2018, a decrease of 9.9% from 794,900 at December 31, 2017. These members may not be unique to each program since members have
the ability to enroll in multiple programs. We have undergone an optimization process that ensures the appropriate level of member interaction with
clinicians to drive quality outcomes, which has resulted in improved Retail segment operating results.

Health Care Reform

The Health Care Reform Law enacted significant reforms to various aspects of the U.S. health insurance industry. Certain significant provisions of the
Health Care Reform Law include, among others, mandated coverage requirements, mandated benefits and guarantee issuance associated with commercial
medical insurance, rebates to policyholders based on minimum benefit ratios, adjustments to Medicare Advantage premiums, the establishment of federally
facilitated or state-based exchanges coupled with programs designed to spread risk among insurers, and the introduction of plan designs based on set
actuarial values. In addition, the Health Care Reform Law established insurance industry assessments, including an annual health insurance industry fee. The
annual health insurance industry fee levied on the insurance industry is $14.3 billion in 2018 and is not deductible for income tax purposes, which
significantly increases our effective income tax rate. A one year suspension of the health insurance industry fee, as we experienced in 2017 and are
experiencing in 2019, significantly impacts our trend in key operating metrics including our operating cost and medical expense ratios, as well as our
effective tax rate. The annual health insurance industry fee is scheduled to resume for calendar year 2020 under current law.

As noted above, the Health Care Reform Law required the establishment of health insurance exchanges for individuals and small employers to purchase
health insurance that became effective January 1, 2014, with an annual
open enrollment period. Although we previously participated in these exchanges by offering on-exchange individual
commercial medical plans, effective January 1, 2018, we have exited our Individual Commercial medical business.

On November 2, 2017, we filed suit against the United States of America in the United States Court of Federal Claims, on behalf of our health plans seeking
recovery from the federal government of approximately $611 million in payments under the risk corridor premium stabilization program established under
the Health Care Reform Law, for years 2014, 2015 and 2016. Our case has been stayed by the Court, pending resolution of similar cases filed by other
insurers.

It is reasonably possible that the Health Care Reform Law and related regulations, as well as future legislative, judicial or regulatory changes, including
restrictions on our ability to manage our provider network or otherwise operate our business, or restrictions on profitability, including reviews by regulatory
bodies that may compare our Medicare Advantage profitability to our non-Medicare Advantage business profitability, or compare the profitability of various
products within our Medicare Advantage business, and require that they remain within certain ranges of each other, in the aggregate may have a material
adverse effect on our results of operations (including restricting revenue, enrollment and premium growth in certain products and market segments, restricting
our ability to expand into new markets, increasing our medical and operating costs, further lowering our Medicare payment rates and increasing our expenses
associated with the non-deductible health insurance industry fee and other assessments); our financial position (including our ability to maintain the value of
our goodwill); and our cash flows.

We intend for the discussion of our financial condition and results of operations that follows to assist in the understanding of our financial statements
and related changes in certain key items in those financial statements from year to year, including the primary factors that accounted for those changes.
Transactions between reportable segments primarily consist of sales of services rendered by our Healthcare Services segment, primarily pharmacy, provider,
and
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clinical care services, to our Retail and Group and Specialty segment customers and are described in Note 17 to the consolidated financial statements
included in Item 8. Financial Statements and Supplementary Data in this 2018 Form 10-K.
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Comparison of Results of Operations for 2018 and 2017

Certain financial data on a consolidated basis and for our segments was as follows for the years ended December 31, 2018 and 2017:

Consolidated

    Change

  2018  2017  Dollars  Percentage

  
(dollars in millions, except per

common share results)   

Revenues:         
Premiums:         

Retail  $ 48,108  $ 44,626  $ 3,482  7.8 %
Group and Specialty  6,803  6,772  31  0.5 %
Individual Commercial  8  947  (939)  (99.2)%
Other Businesses  22  35  (13)  (37.1)%

Total premiums  54,941  52,380  2,561  4.9 %
Services:         

Retail  11  10  1  10.0 %
Group and Specialty  835  626  209  33.4 %
Healthcare Services  607  338  269  79.6 %
Other Businesses  4  8  (4)  (50.0)%

Total services  1,457  982  475  48.4 %
Investment income  514  405  109  26.9 %

Total revenues  56,912  53,767  3,145  5.8 %
Operating expenses:         

Benefits  45,882  43,496  2,386  5.5 %
Operating costs  7,525  6,567  958  14.6 %
Merger termination fee and related costs, net  —  (936)  936  (100.0)%
Depreciation and amortization  405  378  27  7.1 %

Total operating expenses  53,812  49,505  4,307  8.7 %
Income from operations  3,100  4,262  (1,162)  (27.3)%
Loss on sale of business  786  —  786  100.0 %
Interest expense  218  242  (24)  (9.9)%
Other expense, net  33  —  33  100.0 %
Income before income taxes and equity in net earnings  2,063  4,020  (1,957)  (48.7)%
Provision for income taxes  391  1,572  (1,181)  (75.1)%
Equity in net earnings of Kindred at Home  11  —  11  100.0 %
Net income  $ 1,683  $ 2,448  $ (765)  (31.3)%
Diluted earnings per common share  $ 12.16  $ 16.81  $ (4.65)  (27.7)%
Benefit ratio (a)  83.5%  83.0%    0.5 %
Operating cost ratio (b)  13.3%  12.3%    1.0 %
Effective tax rate  18.9%  39.1%    (20.2)%

(a) Represents total benefits expense as a percentage of premiums revenue.
(b) Represents total operating costs, excluding depreciation and amortization, as a percentage of total revenues less investment income.
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Summary

Net income for 2018 was $1.7 billion, or $12.16 per diluted common share compared to $2.4 billion, or $16.81 per diluted common share, in 2017. This
comparison was impacted by the loss on sale of KMG in 2018, the Merger Agreement break-up fee in 2017, the suspension of the health insurance industry
fee for calendar year 2017, the exit out of the Individual Commercial business effective January 1, 2018, a lower tax rate due to the Tax Reform Law, charges
associated with both voluntary and involuntary workforce reduction programs in 2017, and the estimated guaranty fund assessment expense to support the
policyholders obligation of Penn Treaty in 2017. After consideration of these items, our earnings were favorably impacted by strong Medicare Advantage
membership growth and significant operating efficiencies in 2018 driven by productivity initiatives implemented in 2017. These increases were partially
offset by our offering of enhanced 2018 Medicare Advantage member benefits which resulted from the investment of the better than expected 2017
individual Medicare Advantage pretax earnings, coupled with the return of the health insurance industry fee and the more severe flu season during the first
quarter of 2018.The comparison of diluted earnings per common share are also impacted by a lower number of shares from share repurchases.

Premiums Revenue

Consolidated premiums increased $2.6 billion, or 4.9%, from $52.4 billion for 2017 to $54.9 billion for 2018 primarily driven by higher Medicare
Advantage revenues, partially offset by the impact of lower revenues from the exit of the Individual Commercial business.

Services Revenue

Consolidated services revenue increased $475 million, or 48.4%, from $982 million for 2017 to $1.5 billion for 2018, primarily due to an increase in
services revenue in the Healthcare Services and Group and Specialty segments, as discussed in the detailed segment results discussion that follows.

Investment Income

Investment income was $514 million for 2018, increasing $109 million, or 26.9%, from 2017, primarily due to higher realized capital gains and higher
interest rates in 2018, partially offset by lower average invested balances.

Benefits Expense

Consolidated benefits expense was $45.9 billion for 2018, an increase of $2.4 billion, or 5.5%, from 2017 reflecting an increase in the Retail and Group
and Specialty segments benefits expense as discussed in the detailed segment results discussion that follows. These increases were partially offset by a
decrease in the Individual Commercial segment benefits expense. As more fully described herein under the section entitled “Benefits Expense Recognition”,
actuarial standards require the use of assumptions based on moderately adverse experience, which generally results in favorable reserve development, or
reserves that are considered redundant. We experienced favorable medical claims reserve development related to prior fiscal years of $503 million in 2018
and $483 million in 2017.

The consolidated benefit ratio for 2018 was 83.5%, an increase of 50 basis points from 2017 primarily due to the enhanced 2018 Medicare Advantage
member benefits resulting from the investment of the better than expected 2017 individual Medicare Advantage pretax earnings and a more severe flu season
in the first quarter of 2018. These items were partially offset by the positive impact from the reinstatement of the health insurance industry fee in 2018, which
was contemplated in the pricing and benefit design of our products and higher favorable prior-period reserve development. Favorable prior-period medical
claims reserve development decreased the consolidated benefit ratio by approximately 90 basis points in both 2018 and 2017.
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Operating Costs

Our segments incur both direct and shared indirect operating costs. We allocate the indirect costs shared by the segments primarily as a function of
revenues. As a result, the profitability of each segment is interdependent.

Consolidated operating costs increased $958 million, or 14.6%, from 2017 to $7.5 billion in 2018 reflecting an increase in the Retail and Group and
Specialty segments discussed in the detailed segment results discussion that follows. These increases were partially offset by a decrease in the Individual
Commercial segment operating costs.

The consolidated operating cost ratio for 2018 was 13.3%, increasing 100 basis points from 12.3% in 2017 primarily due to the reinstatement of the
health insurance industry fee in 2018, and long term sustainability investments made in 2018 as a result of the Tax Reform Law. Our long-term sustainability
investments include the continuation of investments in our associate workforce, primarily the establishment of an annual incentive program for a broader
range of employees, together with additional investments in the communities of our members, technology and our integrated care delivery model to drive
more affordable healthcare and better clinical outcomes, and an increase in incentive compensation costs under the expanded program noted above. The ratio
was further impacted by the growth in our military services business, which carries a higher operating ratio than our other products, due to the previously
disclosed transition to the T2017 East Region contract effective January 1, 2018. These items were partially offset by the favorable impact of significant
operating cost efficiencies in 2018 driven by productivity initiatives implemented in 2017, the impact of the charges recorded in 2017 associated with the
voluntary and involuntary workforce reduction program, and the favorable year-over-year comparison of the impact of the guaranty fund assessment expense
to support policyholder obligations of Penn Treaty in 2017, as well as the exit of the Individual Commercial business effective January 1, 2018, which
carried a higher operating cost ratio than our other products. The nondeductible health insurance industry fee impacted the operating cost ratio by
approximately 180 basis points in 2018.

Depreciation and Amortization

Depreciation and amortization in 2018 totaled $405 million compared to $378 million in 2017, an increase of 7.1%, primarily due to capital
expenditures, the acquisitions of MCCI and FPG, and the write-off of a trade name value reflecting the re-branding of certain provider assets.

Interest Expense

Interest expense was $218 million for 2018 compared to $242 million for 2017, a decrease of $24 million, or 9.9%, primarily as a result of the early
redemption of higher rate debt in December 2017.

Income Taxes

Our effective tax rate during 2018 was 18.9% compared to the effective tax rate of 39.1% in 2017. This decrease is primarily due to the Tax Reform Law
and the tax benefit resulting from the sale of KMG, partially offset by the impact of the reinstatement of the non-deductible health insurance industry fee in
2018. See Note 11 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data for a complete reconciliation
of the federal statutory rate to the effective tax rate.
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Retail Segment

    Change

  2018  2017  Members  Percentage

Membership:         
Medical membership:         

Individual Medicare Advantage  3,064,000  2,860,800  203,200  7.1 %
Group Medicare Advantage  497,800  441,400  56,400  12.8 %
Medicare stand-alone PDP  5,004,300  5,308,100  (303,800)  (5.7)%

Total Retail Medicare  8,566,100  8,610,300  (44,200)  (0.5)%
State-based Medicaid  341,100  360,100  (19,000)  (5.3)%
Medicare Supplement  254,300  235,900  18,400  7.8 %

Total Retail medical members  9,161,500  9,206,300  (44,800)  (0.5)%

    Change

  2018  2017  Dollars  Percentage

  (in millions)   

Premiums and Services Revenue:         
Premiums:         

Individual Medicare Advantage  $ 35,656  $ 32,720  $ 2,936  9.0 %
Group Medicare Advantage  6,103  5,155  948  18.4 %
Medicare stand-alone PDP  3,584  3,702  (118)  (3.2)%

Total Retail Medicare  45,343  41,577  3,766  9.1 %
State-based Medicaid  2,255  2,571  (316)  (12.3)%

          Medicare Supplement  510  478  32  6.7 %
Total premiums  48,108  44,626  3,482  7.8 %

Services  11  10  1  10.0 %
Total premiums and services revenue  $ 48,119  $ 44,636  $ 3,483  7.8 %

Segment earnings  $ 1,733  $ 1,978  $ (245)  (12.4)%
Benefit ratio  85.1%  85.6%    (0.5)%
Operating cost ratio  11.1%  9.6%    1.5 %

Segment Earnings

• Retail segment earnings were $1.7 billion in 2018, a decrease of $245 million, or 12.4%, compared to 2017 reflecting a higher operating cost ratio in
2018, partially offset by a lower benefit ratio.

Enrollment

• Individual Medicare Advantage membership increased 203,200 members, or 7.1%, from December 31, 2017 to December 31, 2018 reflecting net
membership additions associated with last year's Annual Election Period, or AEP, for Medicare beneficiaries. For full year 2019, we anticipate net
membership growth in our individual Medicare Advantage offerings of 375,000 to 400,000.

• Group Medicare Advantage membership increased 56,400 members, or 12.8%, from December 31, 2017 to December 31, 2018 reflecting increased
sales to our existing group accounts during last year's AEP for Medicare beneficiaries. For full year 2019, we anticipate net membership growth in
our group Medicare Advantage offerings of approximately 30,000.
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• Medicare stand-alone PDP membership decreased 303,800 members, or 5.7%, from December 31, 2017 to December 31, 2018 reflecting net declines
during last year's AEP for Medicare beneficiaries. These declines primarily resulted from the previously disclosed loss of auto assigned members in
Florida and South Carolina due to pricing over the CMS low income benchmark and continued membership declines in our Enhanced Plan. In
addition, growth in our co-branded Walmart plan was significantly lower than historical levels due to the introduction of additional low-priced
competitor offerings in many regions. For the full year 2019, we anticipate a net membership decline in our Medicare stand-alone PDP offerings of
700,000 to 750,000.

• State-based Medicaid membership decreased 19,000 members, or 5.3%, from December 31, 2017 to December 31, 2018, primarily driven by our
election not to participate in Illinois' Medicaid Integrated Care Program and the Virginia Long Term Support Services contract that replaced the
state's previous stand-alone dual eligible demonstration program in December 2017. Year-over-year decline was also impacted by lower membership
associated with our Florida Medicaid contract due to overall strengthening economic conditions, partially offset by the addition of members
associated with the new Florida Managed Medical Assistance program from the contract phase-in for certain regions that began December 1, 2018.

Premiums revenue

• Retail segment premiums increased $3.5 billion, or 7.8%, from 2017 to 2018 primarily reflecting individual and group Medicare Advantage
membership growth in last year's AEP as well as increased per-member premiums for certain of the segment's products, partially offset by declines in
stand-alone PDP and state-based contracts revenues resulting from year-over-year membership declines discussed above. Average group and
individual Medicare Advantage membership increased 7.6% in 2018. Average membership is calculated by summing the ending membership for
each month in a period and dividing the result by the number of months in a period. Premiums revenue reflects changes in membership and average
per-member premiums. Items impacting average per-member premiums include changes in premium rates as well as changes in the geographic mix of
membership, the mix of product offerings, and the mix of benefit plans selected by our membership.

Benefits expense

• The Retail segment benefit ratio of 85.1% for 2018 decreased 50 basis points from 2017 primarily due to the reinstatement of the non-deductible
health insurance industry fee in 2018 which was contemplated in the pricing and benefit design of our products, partially offset by the unfavorable
impact from enhanced 2018 Medicare Advantage member benefits resulting from the investment of the better than expected 2017 individual
Medicare Advantage pretax earnings. 2018 was also impacted by a more severe flu season.

• The Retail segment’s benefits expense for 2018 included the beneficial effect of $398 million in favorable prior-year medical claims reserve
development versus $386 million in 2017. This favorable prior-year medical claims reserve development decreased the Retail segment benefit ratio
by approximately 80 basis points in 2018 versus approximately 90 basis points in 2017.

Operating costs

• The Retail segment operating cost ratio of 11.1% for 2018 increased 150 basis points from 2017 primarily due to the reinstatement of the health
insurance industry fee in 2018 and increase in incentive compensation costs under the expanded program, resulting from the strategic investments
made in 2018 as a result of the Tax Reform Law. These items were partially offset by significant operating cost efficiencies in 2018 driven by
productivity initiatives implemented in 2017.

• The non-deductible health insurance industry fee increased the operating cost ratio by approximately 190 basis points in 2018.
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Group and Specialty Segment

    Change

  2018  2017  Members  Percentage

Membership:         
Medical membership:         

Fully-insured commercial group  1,004,700  1,097,700  (93,000)  (8.5)%
ASO  481,900  458,700  23,200  5.1 %
Military services  5,928,600  3,081,800  2,846,800  92.4 %

Total group medical members  7,415,200  4,638,200  2,777,000  59.9 %
Specialty membership (a)  6,072,300  6,986,000  (913,700)  (13.1)%

(a) Specialty products include dental, vision, voluntary benefit products and other supplemental health benefits and financial protection products.
Members included in these products may not be unique to each product since members have the ability to enroll in multiple products.

    Change

  2018  2017  Dollars  Percentage

  (in millions)   

Premiums and Services Revenue:         
Premiums:         

Fully-insured commercial group  $ 5,444  $ 5,462  $ (18)  (0.3)%
Specialty  1,359  1,310  49  3.7 %

Total premiums  6,803  6,772  31  0.5 %
Services  835  626  209  33.4 %

Total premiums and services revenue  $ 7,638  $ 7,398  $ 240  3.2 %
Segment earnings  $ 361  $ 412  $ (51)  (12.4)%
Benefit ratio  79.7%  79.2%    0.5 %
Operating cost ratio  23.6%  21.4%    2.2 %

Segment Earnings

• Group and Specialty segment earnings were $361 million in 2018, a decrease of $51 million, or 12.4%, from $412 million in 2017 primarily
reflecting higher benefit and operating cost ratios in 2018, partially offset by a favorable year-over-year earnings comparison for our group ASO
commercial medical business.

Enrollment

• Fully-insured commercial group medical membership decreased 93,000 members, or 8.5% from December 31, 2017 primarily reflecting lower
membership in small group accounts due in part to more small group accounts selecting level-funded ASO products in 2018. The portion of group
fully-insured commercial medical membership in small group accounts was approximately 61% at December 31, 2018 and 64% at December 31,
2017.

• Group ASO commercial medical membership increased 23,200 members, or 5.1%, from December 31, 2017 to December 31, 2018 reflecting more
small group accounts selecting level-funded ASO products in 2018, partially offset by the loss of certain large group accounts as a result of
continued discipline in pricing of services for self-funded accounts amid a highly competitive environment.

• Specialty membership decreased 913,700 members, or 13.1%, from December 31, 2017 to December 31, 2018 primarily resulted from the exit of our
voluntary benefits and financial protection lines of business in connection
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with the sale of KMG, as well as the loss of some large group accounts offering stand-alone dental and vision products. These decreases were
partially offset by an increase in individual dental and vision membership.

Premiums revenue

• Group and Specialty segment premiums increased $31 million, or 0.5%, from 2017 to 2018 primarily due to higher stop-loss premiums related to our
level funded ASO accounts resulting from membership growth in this product, and higher per-member premiums across the commercial fully-insured
business, partially offset by the exit of our voluntary benefits and financial protection lines of business in connection with the sale of KMG, as well
as declines in average group fully-insured commercial medical membership.

Services revenue

• Group and Specialty segment services revenue increased $209 million, or 33.4%, from 2017 to 2018 as a result of the transition to the TRICARE
T2017 East Region contract on January 1, 2018.

Benefits expense

• The Group and Specialty segment benefit ratio increased 50 basis points from 79.2% in 2017 to 79.7% in 2018 primarily due to retroactive
contractual rate adjustments, membership mix, including the continued migration of healthier groups to level funded ASO products in 2018, and the
impact of the exit of our voluntary benefits and financial protection lines of business in connection with the sale of KMG, which carried a very low
benefit ratio. These factors were partially offset by the reinstatement of the health insurance industry fee in 2018 which was contemplated in the
pricing of our products, and higher favorable prior-period reserve development.

• The Group and Specialty segment’s benefits expense included the beneficial effect of $46 million in favorable prior-year medical claims reserve
development in 2018 versus $40 million in 2017. This favorable prior-year medical claims reserve development decreased the Group and Specialty
segment benefit ratio by approximately 70 basis points in 2018 versus approximately 60 basis points in 2017.

Operating costs

• The Group and Specialty segment operating cost ratio of 23.6% for 2018 increased 220 basis points from 21.4% for 2017. These increases primarily
were due to the reinstatement of the health insurance industry fee in 2018, growth in our military services business, which carries a higher operating
cost ratio than other products within the segment, as a result of the transition to the TRICARE T2017 East Region contract, an increase in incentive
compensation costs under the expanded program resulting from the strategic investments made in 2018 as a result of the Tax Reform Law. These
items were partially offset by significant operating cost efficiencies driven by productivity initiatives implemented in 2017, and the impact of the
exit of our voluntary benefits and financial protection lines of business in connection with the sale of KMG. The non-deductible health insurance
industry fee increased the operating cost ratio by approximately 160 basis points in 2018.
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Healthcare Services Segment

    Change

  2018  2017  Dollars  Percentage

  (in millions)   

Revenues:         
Services:         

Clinical care services  $ 176  $ 181  $ (5)  (2.8)%
Pharmacy solutions  203  80  123  153.8 %
Provider services  228  77  151  196.1 %

Total services revenues  607  338  269  79.6 %
Intersegment revenues:         

Pharmacy solutions  20,514  20,881  (367)  (1.8)%
Provider services  1,994  1,593  401  25.2 %
Clinical care services  662  1,111  (449)  (40.4)%

Total intersegment revenues  23,170  23,585  (415)  (1.8)%
Total services and intersegment revenues  $ 23,777  $ 23,923  $ (146)  (0.6)%

Segment earnings  $ 754  $ 967  $ (213)  (22.0)%
Operating cost ratio  96.3%  95.5%    0.8 %

Segment Earnings

• Healthcare Services segment earnings were $754 million in 2018, a decrease of $213 million, or 22.0%, from 2017 primarily due to the impact of the
optimization process associated with our chronic care management programs and investments made in 2018 as a result of the Tax Reform Law,
partially offset by the impact of Kindred at Home.

Script Volume

• Humana Pharmacy Solutions® script volumes for the Retail and Group and Specialty segment membership increased to approximately 440 million
i n 2018, up 2% versus scripts of approximately 433 million in 2017. The increase primarily reflects growth associated with higher Individual
Advantage Medicare membership, partially offset by the decline in stand-alone PDP and Individual Commercial membership.

Services revenue

• Services revenue increased $269 million, or 79.6%, from 2017 to $607 million for 2018 primarily due to service revenue growth from our provider
services and pharmacy solutions business.

Intersegment revenues

• Intersegment revenues decreased $415 million, or 1.8%, from 2017 to $23.2 billion for 2018 primarily due to a decline in pharmacy solutions
revenue due to lower stand-alone PDP membership, the loss of intersegment revenues associated with our exit from the Individual commercial
business, the result of improving the effectiveness of our chronic care management programs, and the impact to our provider services business of the
lower Medicare rates year-over-year in geographies where our provider assets are primarily located. These declines were partially offset by Medicare
Advantage membership growth as well as higher intersegment revenues associated with our provider services business reflecting our acquisition of
MCCI.
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Operating costs

• The Healthcare Services segment operating cost ratio of 96.3% for 2018 increased from 95.5% for 2017 primarily due to an increase in incentive
compensation costs under the expanded program resulting from the strategic investments made in 2018 as a result of the Tax Reform Law and the lag
in operating cost reduction associated with improving the effectiveness of our chronic care management programs as compared to the timing of
reduction in revenue. These items were partially offset by significant operating cost efficiencies in 2018 driven by productivity initiatives
implemented in 2017.

Individual Commercial Segment

• In 2018, our Individual Commercial segment pretax income was $74 million, a decrease of $119 million, from a pretax income of $193 million in
2017 primarily due to the impact of favorable prior-period reserve development from the run-out of this business. We exited this business effective
January 1, 2018.

Other Businesses

As previously disclosed, in the third quarter of 2018, we completed the sale of our wholly-owned subsidiary KMG, as discussed further in Note 3 to the
consolidated financial statements included in Item 8. Financial Statements and Supplementary Data in this 2018 Form 10-K.
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Comparison of Results of Operations for 2017 and 2016

Certain financial data on a consolidated basis and for our segments was as follows for the years ended December 31, 2017 and 2016:

Consolidated

    Change

  2017  2016  Dollars  Percentage

  
(dollars in millions, except per

common share results)   

Revenues:         
Premiums:         

Retail  $ 44,626  $ 43,223  $ 1,403  3.2 %
Group and Specialty  6,772  6,696  76  1.1 %
Individual Commercial  947  3,064  (2,117)  (69.1)%
Other Businesses  35  38  (3)  (7.9)%

Total premiums  52,380  53,021  (641)  (1.2)%
Services:         

Retail  10  6  4  66.7 %
Group and Specialty  626  643  (17)  (2.6)%
Healthcare Services  338  310  28  9.0 %
Other Businesses  8  10  (2)  (20.0)%

Total services  982  969  13  1.3 %
Investment income  405  389  16  4.1 %

Total revenues  53,767  54,379  (612)  (1.1)%
Operating expenses:         

Benefits  43,496  45,007  (1,511)  (3.4)%
Operating costs  6,567  7,173  (606)  (8.4)%
Merger termination fee and related costs, net  (936)  104  (1,040)  (1,000.0)%
Depreciation and amortization  378  354  24  6.8 %

Total operating expenses  49,505  52,638  (3,133)  (6.0)%
Income from operations  4,262  1,741  2,521  144.8 %
Interest expense  242  189  53  28.0 %
Income before income taxes  4,020  1,552  2,468  159.0 %
Provision for income taxes  1,572  938  634  67.6 %
Net income  $ 2,448  $ 614  $ 1,834  298.7 %
Diluted earnings per common share  $ 16.81  $ 4.07  $ 12.74  313.0 %
Benefit ratio (a)  83.0%  84.9%    (1.9)%
Operating cost ratio (b)  12.3%  13.3%    (1.0)%
Effective tax rate  39.1%  60.5%    (21.4)%

(a) Represents total benefits expense as a percentage of premiums revenue.
(b) Represents total operating costs, excluding depreciation and amortization, as a percentage of total revenues less investment income.

Summary
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Net income was $2.4 billion, or $16.81 per diluted common share, in 2017 compared to $614 million, or $4.07 per diluted common share, in 2016. Net
income in 2017 includes a net gain of $4.31 per diluted common share associated with the terminated Merger Agreement consisting primarily of the break-up
fee, and the beneficial effect of the lower effective tax rate in light of pricing and benefit design assumptions with the temporary suspension of the health
insurance industry fee of $2.15 per diluted common share, excluding the Individual Commercial business impact. The year-over-year comparison was also
favorably impacted by a write-off of $2.43 per diluted common share in receivables associated with the commercial risk corridor premium stabilization
program, and the reserve strengthening for our non-strategic closed block of long-term care insurance business of $2.11 per common diluted share recorded in
2016. These items were partially offset by the impact of the tax reform law enacted on December 22, 2017, or the Tax Reform Law, which resulted in the
reduction of our net income due to the remeasurement of deferred tax assets at lower enacted corporate tax rates of $0.92 per diluted common share, $0.64 per
common diluted share in charges associated with both voluntary and involuntary workforce reduction programs in 2017, as well as the estimated guaranty
fund assessment expense to support the policyholder obligations of Penn Treaty (an unaffiliated long-term care insurance company) of $0.24 per diluted
common share. Excluding the impacts of the items above, the increase in net income primarily was due to year-over-year improvements in earnings for our
Individual Commercial, Retail, and Group and Specialty segments, partially offset by lower earnings in the Healthcare Services segment.

Premiums Revenue

Consolidated premiums decreased $641 million, or 1.2%, from 2016 to $52.4 billion for 2017 primarily due to lower premiums in the Individual
Commercial segment, partially offset by higher premiums in the Retail segment, primarily resulting from growth in our Medicare Advantage business, and
higher premiums in the Group and Specialty segment, as discussed in the detailed segment results discussion that follows.

Services Revenue

Consolidated services revenue increased $13 million, or 1.3%, from 2016 for 2017 primarily due to an increase in services revenue in the Healthcare
Services segment, partially offset by a decrease in services revenue in the Group and Specialty segment as discussed in the detailed segment results
discussion that follows.

Investment Income

Investment income totaled $405 million for 2017, increasing $16 million, or 4.1%, from 2016, primarily due to higher average invested balances and
interest rates in 2017, partially offset by lower realized capital gains.

Benefits Expense

Consolidated benefits expense was $43.5 billion for 2017, a decrease of $1.5 billion, or 3.4%, from 2016 reflecting $505 million in incremental benefits
expense for the reserve strengthening in our non-strategic closed block of long-term care insurance policies recorded in 2016. Excluding the long-term care
reserve strengthening in 2016, the decrease primarily was due to a decrease in the Individual Commercial segment benefits expense, partially offset by an
increase in the Retail and Group and Specialty segments benefits expense as discussed in the detailed segment results discussion that follows. As more fully
described herein under the section entitled “Benefits Expense Recognition”, actuarial standards require the use of assumptions based on moderately adverse
experience, which generally results in favorable reserve development, or reserves that are considered redundant. We experienced favorable medical claims
reserve development related to prior fiscal years of $483 million in 2017 and $582 million in 2016.

The consolidated benefit ratio for 2017 was 83.0%, a decrease of 190 basis points from 2016 primarily due to the incremental benefits expense in 2016
for the reserve strengthening in our non-strategic closed block of long-term care insurance policies. Excluding the impact of the above, the decrease in the
consolidated benefit ratio primarily was due to the decrease in the Individual Commercial segment benefit ratio, partially offset by the increase in the Retail
and Group and Specialty segment benefit ratio as discussed in the segment results of operation discussion that follows. Favorable prior-period medical claims
reserve development decreased the consolidated benefit ratio by approximately 90 basis points in 2017 versus approximately 110 basis points in 2016.
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Operating Costs

Our segments incur both direct and shared indirect operating costs. We allocate the indirect costs shared by the segments primarily as a function of
revenues. As a result, the profitability of each segment is interdependent.

Consolidated operating costs decreased $606 million, or 8.4%, from 2016 to $6.6 billion in 2017 primarily due to the temporary suspension of the health
insurance industry fee for the calendar year 2017 and lower Individual Commercial membership. This was partially offset by charges associated with both
voluntary and involuntary workforce reduction programs, an increase in employee compensation costs resulting from the continued strong performance,
increased spending associated with the Medicare Annual Election Period, or AEP, as well as the estimated guaranty fund assessment expense recorded to
support the policyholder obligations of Penn Treaty (an unaffiliated long-term care insurance company).

The consolidated operating cost ratio for 2017 was 12.3%, decreasing 100 basis points from 2016 primarily due to the temporary suspension of the
health insurance industry fee for the calendar year 2017, the write-off of receivables associated with the commercial risk corridor premium stabilization
program in 2016, as well as operating cost efficiencies, partially offset by the loss of scale efficiency from market exits in the 2017 period associated with the
Individual Commercial product, the estimated charges associated with both voluntary and involuntary workforce reduction programs recorded in 2017,
increased employee compensation costs resulting from the continued strong performance, as well as the impact of the estimated guaranty fund assessment
expense recorded to support the policyholder obligations of Penn Treaty (an unaffiliated long-term care insurance company). The non-deductible health
insurance industry fee impacted the operating cost ratio by 170 basis points in 2016.

Depreciation and Amortization

Depreciation and amortization for 2017 of $378 million was relatively unchanged from 2016.

Interest Expense

Interest expense was $242 million for 2017 compared to $189 million for 2016, an increase of $53 million, or 28.0% due to the issuance of $1.8 billion
in senior notes, a portion of the proceeds which were used to redeem $800 million of senior notes scheduled to mature in 2018. We recognized a loss on
extinguishment of debt of approximately $17 million in December 2017 for the redemption of these senior notes, which is included in interest expense.

Income Taxes

Our effective tax rate during 2017 was 39.1% compared to the effective tax rate of 60.5% in 2016 primarily reflecting the suspension of the annual health
insurance industry fee in 2017, as well as previously non-deductible transaction costs that, as a result of termination of the Merger Agreement, became
deductible for tax purposes and were recorded as such in the first quarter of 2017, partially offset by the Tax Reform Law, which increased our effective tax
rate due to the remeasurement of deferred tax assets at lower enacted corporate tax rates. See Note 11 to the consolidated financial statements included in Item
8. – Financial Statements and Supplementary Data for a complete reconciliation of the federal statutory rate to the effective tax rate.
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Retail Segment

    Change

  2017  2016  Members  Percentage

Membership:         
Medical membership:         

Individual Medicare Advantage  2,860,800  2,837,600  23,200  0.8 %
Group Medicare Advantage  441,400  355,400  86,000  24.2 %
Medicare stand-alone PDP  5,308,100  4,951,400  356,700  7.2 %

Total Retail Medicare  8,610,300  8,144,400  465,900  5.7 %
State-based Medicaid  360,100  388,100  (28,000)  (7.2)%
Medicare Supplement  235,900  218,800  17,100  7.8 %

Total Retail medical members  9,206,300  8,751,300  455,000  5.2 %

    Change

  2017  2016  Dollars  Percentage

  (in millions)   

Premiums and Services Revenue:         
Premiums:         

Individual Medicare Advantage  $ 32,720  $ 31,863  $ 857  2.7 %
Group Medicare Advantage  5,155  4,283  872  20.4 %
Medicare stand-alone PDP  3,702  4,009  (307)  (7.7)%

Total Retail Medicare  41,577  40,155  1,422  3.5 %
State-based Medicaid  2,571  2,640  (69)  (2.6)%

          Medicare Supplement  478  $ 428  50  11.7 %
Total premiums  44,626  43,223  1,403  3.2 %

Services  10  6  4  66.7 %
Total premiums and services revenue  $ 44,636  $ 43,229  $ 1,407  3.3 %

Segment earnings  $ 1,978  $ 1,690  $ 288  17.0 %
Benefit ratio  85.6%  85.1%    0.5 %
Operating cost ratio  9.6%  10.8%    (1.2)%

Segment Earnings

• Retail segment earnings were $2.0 billion in 2017, an increase of $288 million, or 17.0%, compared to 2016 primarily driven by the year-over-year
improvement in our Medicare Advantage business.

Enrollment

• Individual Medicare Advantage membership increased 23,200 members, or 0.8%, from December 31, 2016 to December 31, 2017 reflecting net
membership additions for Medicare beneficiaries including the effect of planned market and product exits in 2017. We decided certain markets
and/or products were not meeting long term strategic and financial objectives. Additionally, membership growth was muted due to competitive
actions including the uncertainty associated with the then-pending Merger transaction during last year's AEP.

• Group Medicare Advantage membership increased 86,000 members, or 24.2%, from December 31, 2016 to December 31, 2017 reflecting the
addition of a large account in January 2017.
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• Medicare stand-alone PDP membership increased 356,700 members, or 7.2%, from December 31, 2016 to December 31, 2017 reflecting net
membership additions, primarily for our Humana-Walmart plan offering, for the 2017 plan year.

• State-based Medicaid membership decreased 28,000 members, or 7.2%, from December 31, 2016 to December 31, 2017 primarily driven by lower
membership associated with our Florida contracts resulting from network realignments.

Premiums revenue

• Retail segment premiums increased $1.4 billion, or 3.2%, from 2016 to 2017 primarily due to Medicare Advantage membership growth and
increased per-member premiums for certain of the segment's products. Average group and individual Medicare Advantage membership increased
3.4% in 2017. Average membership is calculated by summing the ending membership for each month in a period and dividing the result by the
number of months in a period. Premiums revenue reflects changes in membership and average per-member premiums. Items impacting average per-
member premiums include changes in premium rates as well as changes in the geographic mix of membership, the mix of product offerings, and the
mix of benefit plans selected by our membership.

Benefits expense

• The Retail segment benefit ratio of 85.6% for 2017 increased 50 basis points from 2016 primarily due to the impact of the temporary suspension of
the health insurance industry fee for calendar year 2017 which was contemplated in the pricing and benefit design of our products, margin
compression associated with the competitive environment in the group Medicare Advantage business and slightly lower favorable prior-period
medical claims reserve development. These increases were partially offset by the impact of planned exits from certain Medicare Advantage markets
that carried a higher benefit ratio than other markets as well as lower than expected medical costs as compared to the assumptions used in the pricing
of our individual Medicare Advantage business.

• The Retail segment’s benefits expense for 2017 included the beneficial effect of $386 million in favorable prior-year medical claims reserve
development versus $429 million in 2016. This favorable prior-year medical claims reserve development decreased the Retail segment benefit ratio
by approximately 90 basis points in 2017 versus approximately 100 basis points in 2016.

Operating costs

• The Retail segment operating cost ratio of 9.6% for 2017 decreased 120 basis points from 2016 primarily due to the temporary suspension of the
health insurance industry fee for calendar year 2017, partially offset by increased spending associated with AEP, investments in our integrated care
delivery model, and the increase in employee compensation costs resulting from the continued strong performance. The non-deductible health
insurance industry fee increased the operating cost ratio by approximately 170 basis points in 2016.
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Group and Specialty Segment

    Change

  2017  2016  Members  Percentage

Membership:         
Medical membership:         

Fully-insured commercial group  1,097,700  1,136,000  (38,300)  (3.4)%
ASO  458,700  573,200  (114,500)  (20.0)%
Military services  3,081,800  3,084,100  (2,300)  (0.1)%

Total group medical members  4,638,200  4,793,300  (155,100)  (3.2)%
Specialty membership (a)  6,986,000  6,961,200  24,800  0.4 %

(a) Specialty products include dental, vision, voluntary benefit products and other supplemental health and financial protection products. Members
included in these products may not be unique to each product since members have the ability to enroll in multiple products.

    Change

  2017  2016  Dollars  Percentage

  (in millions)   

Premiums and Services Revenue:         
Premiums:         

Fully-insured commercial group  $ 5,462  $ 5,405  $ 57  1.1 %
Specialty  1,310  1,279  31  2.4 %
Military services  —  12  (12)  (100.0)%

Total premiums  6,772  6,696  76  1.0 %
Services  626  643  (17)  (2.6)%

Total premiums and services revenue  $ 7,398  $ 7,339  $ 59  0.8 %
Income before income taxes  $ 412  $ 344  $ 68  19.8 %
Benefit ratio  79.2%  78.2%    1.0 %
Operating cost ratio  21.4%  23.5%    (2.1)%

Segment Earnings

• Group and Specialty segment earnings were $412 million in 2017, an increase of $68 million, or 19.8%, from $344 million in 2016 primarily
reflecting the impact of higher pretax earnings associated with our fully-insured commercial business as well as higher earnings from our military
services business resulting from higher performance incentives earned under the TRICARE contract.

Enrollment

• Fully-insured commercial group medical membership decreased 38,300 members, or 3.4% from December 31, 2016 reflecting lower membership in
small group accounts due in part to more small group accounts selecting ASO products in 2017.

• Group ASO commercial medical membership decreased 114,500 members, or 20.0%, from December 31, 2016 to December 31, 2017 primarily due
to the loss of certain large group accounts as a result of continued discipline in pricing of services for self-funded accounts amid a highly
competitive environment, partially offset by more small group accounts selecting ASO products in 2017.

• Specialty membership increased 24,800 members, or 0.4%, from December 31, 2016 to December 31, 2017 primarily due to strong growth in vision
products marketed to employer groups.
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Premiums revenue

• Group and Specialty segment premiums increased $76 million, or 1.1%, from 2016 to 2017 primarily due to an increase in group fully-insured
commercial medical per-member premiums, partially offset by a decline in average group fully-insured commercial medical membership.

Services revenue

• Group and Specialty segment services revenue decreased $17 million, or 2.6%, from 2016 to 2017 primarily due to a decline in revenue in our group
ASO commercial medical business mainly due to membership declines partially offset by higher revenue from our military services business
resulting from higher performance incentives earned under the TRICARE contract.

Benefits expense

• The Group and Specialty segment benefit ratio increased 100 basis points from 78.2% in 2016 to 79.2% in 2017 primarily due to the impact of the
temporary suspension of the health insurance industry fee for calendar year 2017 which was contemplated in the pricing of our products. The
increase was further impacted by an increased proportion of small group members transitioning to community rated plans that carry a higher benefit
ratio. These increases were partially offset by lower utilization for the fully-insured commercial medical business in 2017, primarily associated with
the large group business.

• The Group and Specialty segment’s benefits expense included the beneficial effect of $40 million in favorable prior-year medical claims reserve
development in 2017 versus $46 million in 2016. This favorable prior-year medical claims reserve development decreased the Group and Specialty
segment benefit ratio by approximately 60 basis points in 2017 versus approximately 70 basis points in 2016.

Operating costs

• The Group and Specialty segment operating cost ratio of 21.4% for 2017 decreased 210 basis points from 23.5% for 2016, primarily due to the
temporary suspension of the health insurance industry fee for calendar year 2017 as well as operating cost efficiencies, partially offset by an increase
in employee compensation costs resulting from the continued strong performance. The non-deductible health insurance industry fee increased the
operating cost ratio by approximately 150 basis points in 2016.
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Healthcare Services Segment

    Change

  2017  2016  Dollars  Percentage

  (in millions)   

Revenues:         
Services:         

Clinical care services  $ 181  $ 201  $ (20)  (10.0)%
Provider services  77  78  (1)  (1.3)%
Pharmacy solutions  80  31  49  158.1 %

Total services revenues  338  310  28  9.0 %
Intersegment revenues:         

Pharmacy solutions  20,881  21,952  (1,071)  (4.9)%
Provider services  1,593  1,677  (84)  (5.0)%
Clinical care services  1,111  1,343  (232)  (17.3)%

Total intersegment revenues  23,585  24,972  (1,387)  (5.6)%
Total services and intersegment revenues  $ 23,923  $ 25,282  $ (1,359)  (5.4)%

Income before income taxes  $ 967  $ 1,096  $ (129)  (11.8)%
Operating cost ratio  95.5%  95.2%    0.3 %

Segment Earnings

• Healthcare Services segment earnings of $967 million for 2017, a decrease of $129 million, or 11.8%, from 2016 primarily due to the impact of the
optimization process associated with our chronic care management programs, as well as lower earnings in our provider services business reflecting
lower Medicare rates year-over-year in geographies where our provider assets are primarily located. The reductions in pharmacy solutions
intersegment revenues were offset by similar reductions in operating costs associated with the pharmacy solutions business.

Script Volume

• Humana Pharmacy Solutions® script volumes for the Retail and Group and Specialty segment membership increased to approximately 433 million
i n 2017, up 2% versus scripts of approximately 426 million in 2016. The increase primarily reflects growth associated with higher Medicare
membership for 2017 than in 2016, partially offset by the decline in Individual Commercial membership.

Services revenue

• Services revenue increased $28 million, or 9.0%, from 2016 to $338 million for 2017 primarily due to service revenue growth from our pharmacy
solutions business.

Intersegment revenues

• Intersegment revenues decreased $1.4 billion, or 5.6%, from 2016 to $23.6 billion for 2017 primarily due to care management programs discussed
previously, as well as lower revenue in our provider services business reflecting lower Medicare rates year-over-year in geographies where our
provider assets are primarily located. Our pharmacy solutions business revenues were impacted by improvements in net pharmacy costs driven by
our pharmacy benefit manager and an increase in the generic dispensing rate. These items were partially offset by higher year-over-year script
volume from growth in our Medicare Advantage and standalone PDP membership, partially offset by the impact of lower Individual Commercial
membership. Our generic dispensing rate improved to 91.3% during 2017 from 90.5% during 2016. The higher generic dispensing rate
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reduced revenues (and operating costs) for our pharmacy solutions business as generic drugs are generally priced lower than branded drugs.

Operating costs

• The Healthcare Services segment operating cost ratio of 95.5% for 2017 was relatively unchanged from 95.2% for 2016.

Individual Commercial Segment

• As announced on February 14, 2017, we exited our Individual Commercial medical business January 1, 2018.

• In 2017, our Individual Commercial segment pretax income was $193 million, an increase of $1.1 billion, from a pretax loss of $869 million in 2016
primarily due to the exit of certain markets in 2017, and per-member premium increases, as well as the reduction of premiums related to the write-off
of receivables associated with the commercial risk corridor premium stabilization program.

• Individual commercial medical membership decreased 526,000 members, or 80.3%, from December 31, 2016 to December 31, 2017 reflecting the
decline in the number of counties we offered on-exchange coverage and the discontinuance of offering off-exchange products.

• The Individual Commercial segment benefit ratio of 57.4% for 2017 decreased from 107.7% in 2016 primarily due to the reduction of premiums
related to the write-off of receivables associated with the commercial risk corridor premium stabilization program, as well as the planned exits in
2017 in certain markets that carried a higher benefit ratio and per-member premium increases.

• The Individual Commercial segment operating cost ratio of 21.2% for 2017 increased 160 basis points from 2016 primarily due to the loss of scale
efficiency from market exits in 2017, partially offset by the write-off of receivables associated with the commercial risk corridor premium
stabilization program and the temporary suspension of the health insurance industry fee for calendar year 2017.

Other Businesses

As previously disclosed, in the fourth quarter of 2016, we increased future policy benefits expense by approximately $505 million for reserve
strengthening associated with our closed block of long-term care insurance policies. This increase primarily was driven by emerging experience indicating
longer claims duration, a prolonged lower interest rate environment, and an increase in policyholder life expectancies as discussed further in Note 18 to the
consolidated financial statements included in Item 8. Financial Statements and Supplementary Data in this 2018 Form 10-K.

Liquidity

Historically, our primary sources of cash have included receipts of premiums, services revenue, and investment and other income, as well as proceeds
from the sale or maturity of our investment securities, borrowings, and proceeds from sales of businesses. Our primary uses of cash historically have included
disbursements for claims payments, operating costs, interest on borrowings, taxes, purchases of investment securities, acquisitions, capital expenditures,
repayments on borrowings, dividends, and share repurchases. Because premiums generally are collected in advance of claim payments by a period of up to
several months, our business normally should produce positive cash flows during periods of increasing premiums and enrollment. Conversely, cash flows
would be negatively impacted during periods of decreasing premiums and enrollment. From period to period, our cash flows may also be affected by the
timing of working capital items including premiums receivable, benefits payable, and other receivables and payables. Our cash flows are impacted by the
timing of payments to and receipts from CMS associated with Medicare Part D subsidies for which we do not assume risk. The use of cash flows may be
limited by regulatory requirements of state departments of insurance (or comparable state regulators) which require, among other items, that our regulated
subsidiaries maintain minimum levels of capital and seek approval before paying dividends from the subsidiaries to the parent. Our use of cash flows derived
from our non-insurance subsidiaries, such as in our Healthcare Services segment, is generally not restricted by state departments of insurance (or comparable
state regulators).
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For additional information on our liquidity risk, please refer to Item 1A. – Risk Factors in this 2018 Form 10-K.

Cash and cash equivalents decreased to $2.3 billion at December 31, 2018 from $4.0 billion at December 31, 2017. The change in cash and cash
equivalents for the years ended December 31, 2018, 2017 and 2016 is summarized as follows:

 2018  2017  2016
 (in millions)

    Net cash provided by operating activities $ 2,173  $ 4,051  $ 1,936
    Net cash used in investing activities (3,087)  (2,941)  (1,362)
    Net cash (used in) provided by financing activities (785)  (945)  732

(Decrease) increase in cash and cash equivalents $ (1,699)  $ 165  $ 1,306

Cash Flow from Operating Activities

The change in operating cash flows over the three year period primarily results from the corresponding change in the timing of working capital items,
earnings, and enrollment activity as discussed below. The decrease in operating cash flows in 2018 primarily was due to the receipt of the merger termination
fee in 2017, net of related expenses and taxes paid, funding the reinsurance of certain voluntary benefit and financial protection products to a third party in
connection with the sale of KMG in 2018, and the timing of working capital items.

The increase in operating cash flows in 2017 primarily was due to the receipt of the merger termination fee, net of related expenses and taxes paid, higher
earnings and the timing of working capital items.

The most significant drivers of changes in our working capital are typically the timing of payments of benefits expense and receipts for premiums. We
illustrate these changes with the following summaries of benefits payable and receivables.
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The detail of benefits payable was as follows at December 31, 2018, 2017 and 2016:

       Change

 2018  2017  2016  2018  2017  2016

 (in millions)   

IBNR (1) $ 3,361  $ 3,154  $ 3,422  $ 207  $ (268)  $ (308)
Reported claims in process (2) 617  614  654  3  (40)  54
Premium deficiency reserve (3) —  —  —  —  —  (176)
Other benefits payable (4) 884  900  487  (16)  413  17
Total benefits payable $ 4,862  $ 4,668  $ 4,563  194  105  (413)
Payables from disposition 58 — —
Change in benefits payable per cash 
flow statement resulting in cash 
from operations $ 252 $ 105 $ (413)

(1) IBNR represents an estimate of benefits payable for claims incurred but not reported (IBNR) at the balance sheet date and includes unprocessed claim
inventories. The level of IBNR is primarily impacted by membership levels, medical claim trends and the receipt cycle time, which represents the
length of time between when a claim is initially incurred and when the claim form is received (i.e. a shorter time span results in a lower IBNR).

(2) Reported claims in process represents the estimated valuation of processed claims that are in the post claim adjudication process, which consists of
administrative functions such as audit and check batching and handling, as well as amounts owed to our pharmacy benefit administrator which
fluctuate due to bi-weekly payments and the month-end cutoff.

(3) Premium deficiency reserve recognized for our individual commercial medical business compliant with the Health Care Reform Law associated with
the 2016 coverage year.

(4) Other benefits payable include amounts owed to providers under capitated and risk sharing arrangements.

The increase in benefits payable in 2018 was primarily due to an increase in IBNR, mainly as a result of Medicare Advantage membership growth. The
increase in benefits payable from 2016 to 2017 primarily was due to an increase in the amounts owed to providers under the capitated and risk sharing
arrangements. This was partially offset by a decrease in IBNR primarily driven by declines in individual commercial medical membership in the 2017 period,
partially offset by an increase in group Medicare Advantage membership. Benefits payable decreased in 2016 primarily due to a decrease in IBNR, as well as
the application of 2016 results to the premium deficiency reserve liability recognized in 2015 associated with our individual commercial medical products
compliant with the Health Care Reform Law for the 2016 coverage year.

IBNR decreased during 2017 and 2016 primarily due to declines in individual and fully-insured group commercial membership. The decrease in IBNR
during 2016 was also impacted by declines in group Medicare Advantage membership.

63

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
63 of 240

Exempt from Business Proposal 
and Total Page Limits

826(E)



The detail of total net receivables was as follows at December 31, 2018, 2017 and 2016:

       Change

 2018  2017  2016  2018  2017  2016
 (in millions)

Medicare $ 836  $ 511  $ 787  $ 325  $ (276)  $ 101
Commercial and other 135  273  579  (138)  (306)  39
Military services 123  166  32  (43)  134  (29)
Allowance for doubtful accounts (79)  (96)  (118)  17  22  (3)

Total net receivables $ 1,015  $ 854  $ 1,280  161  (426)  108
Reconciliation to cash flow statement:            

Provision for doubtful accounts       36  20  39
Change in receivables disposed 
from sale of business       3  —  11

Change in receivables per cash flow 
statement resulting in cash from 
operations       $ 200  $ (406)  $ 158

Medicare receivables are impacted by changes in revenue associated with individual and group Medicare membership changes as well as the timing of
accruals and related collections associated with the CMS risk-adjustment model.

The decrease in commercial and other receivables in 2018 as compared to 2017, as well as the decrease in 2017 as compared to 2016, was due primarily
to a decrease in our receivable associated with the commercial risk adjustment provision of the Health Care Reform Law. This decrease corresponds with our
exit from the Individual Commercial business.

Military services receivables at December 31, 2018, 2017, and 2016 primarily consist of administrative services only fees owed from the federal
government for administrative services provided under our TRICARE contracts. The 2017 balance also includes transition-in receivables under our T2017
East Region contract collected in 2018.

Many provisions of the Health Care Reform Law became effective in 2014, including the commercial risk adjustment, risk corridor, and reinsurance
provisions as well as the non-deductible health insurance industry fee. The effect of the commercial risk adjustment, risk corridor, and reinsurance provisions
of the Health Care Reform law, also known as the 3R's, has impacted our operating cash flows over the last three years, but more significantly in 2017 and
2016 as the temporary risk corridor and reinsurance program provisions phased out in 2016. The timing of payments and receipts associated with these
provisions impacted our operating cash flows as we built receivables for each coverage year that were expected to be collected in subsequent coverage years.
Net collections under the 3Rs associated with prior coverage years were $8 million in 2018, $440 million in 2017 and $383 million in 2016. The annual
health insurance industry fee was suspended for the calendar year 2017, but resumed in calendar year 2018. The annual health insurance industry fee was also
suspended for the calendar year 2019 and, under current law, is scheduled to resume in calendar year 2020. We paid the federal government annual health
insurance industry fees of $1.04 billion in 2018 and $916 million in 2016.

In addition to the timing of payments of benefits expense, receipts for premiums and services revenues, and amounts due under the risk limiting and
health insurance industry fee provisions of the Health Care Reform Law, other items impacting operating cash flows include income tax payments and the
timing of payroll cycles.

Cash Flow from Investing Activities
Our ongoing capital expenditures primarily relate to our information technology initiatives, support of services in our provider services operations

including medical and administrative facility improvements necessary for activities such as the provision of care to members, claims processing, billing and
collections, wellness solutions, care
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coordination, regulatory compliance and customer service. Total capital expenditures, excluding acquisitions, were $612 million in 2018, $524 million in
2017, and $527 million in 2016.

In 2018, we completed the sale of our wholly-owned subsidiary KMG to CGIC. Upon closing, we funded the transaction with approximately $190
million of parent company cash contributed into KMG, subject to customary adjustments, in addition to the transfer of approximately $160 million of
statutory capital with the sale. Total cash and cash equivalents, including parent company funding, disposed at the time of sale, was $805 million. See Note 3
to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data

During 2018 we paid cash consideration of approximately $1.1 billion to acquire a 40% minority interest in Kindred at Home, $169 million to acquire
the remaining interest in MCCI, and $185 million to acquire all of FPG, as discussed in Note 3 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data.

We reinvested a portion of our operating cash flows in investment securities, primarily investment-grade fixed income securities, totaling $221 million,
$2.4 billion, and $828 million during 2018, 2017 and 2016 respectively.

Cash Flow from Financing Activities

Our financing cash flows are significantly impacted by the timing of claims payments and the related receipts from CMS associated with Medicare Part D
claim subsidies for which we do not assume risk. Monthly prospective payments from CMS for reinsurance and low-income cost subsidies are based on
assumptions submitted with our annual bid. Settlement of the reinsurance and low-income cost subsidies is based on a reconciliation made approximately 9
months after the close of each calendar year. Claims payments were $653 million higher than receipts from CMS associated with Medicare Part D claim
subsidies for which we do not assume risk during 2018. Receipts from CMS associated with Medicare Part D claims subsidies for which we do not assume risk
were $1.9 billion higher than claims payments during 2017 and were $1.1 billion higher than claims payments during 2016. Our net payable for CMS
subsidies and brand name prescription drug discounts was $331 million at December 31, 2018 compared to a net payable of $1.0 billion at December 31,
2017.

Under our administrative services only TRICARE contract, reimbursements from the federal government exceeded health care cost payments for which
we do not assume risk by $38 million in 2018 and by $11 million in 2017. Health care cost payments for which we do not assume risk exceeded
reimbursements from the federal government by $25 million in 2016.

Claims payments associated with cost sharing provisions of the Health Care Reform Law for which we do not assume risk were $25 million in 2018.
There were no reimbursements from HHS in 2018. Claims payments associated with cost sharing provisions of the Health Care Reform Law for which we do
not assume risk were higher than reimbursements from HHS by $44 million in 2017 and by $28 million in 2016.

We repurchased common shares for $1.09 billion in 2018 and $3.37 billion in 2017 under share repurchase plans authorized by the Board of Directors
and in connection with employee stock plans. We did not repurchase shares in 2016 due to restrictions under the Merger Agreement.

As discussed further below, we paid dividends to stockholders of $265 million in 2018, $220 million in 2017, and $177 million in 2016.

We entered into a commercial paper program in October 2014. Net proceeds from the issuance of commercial paper were $485 million in 2018 and the
maximum principal amount outstanding at any one time during 2018 was $923 million. Net repayments of commercial paper were $153 million in 2017 and
the maximum principal amount outstanding at any one time during 2017 was $500 million. Net repayments of commercial paper were $2 million in 2016 and
the maximum principal amount outstanding at any one time during 2016 was $475 million.

In December 2017, we issued $400 million of 2.50% senior notes due December 15, 2020 and $400 million of 2.90% senior notes due December 15,
2022. Our net proceeds, reduced for the underwriters' discount and commission and offering expenses paid as of December 31, 2017, were $794 million. We
used the net proceeds, together with
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available cash, to fund the redemption of our $300 million aggregate principal amount of 6.30% senior notes maturing in August 2018 and our $500 million
aggregate principal amount of 7.20% senior notes maturing in June 2018 at 100% of the principal amount plus applicable premium for early redemption and
accrued and unpaid interest to the redemption date, for cash totaling approximately $829 million.

The remainder of the cash used in or provided by financing activities in 2018, 2017, and 2016 primarily resulted from proceeds from stock option
exercises and the change in book overdraft.

Future Sources and Uses of Liquidity

Dividends

For a detailed discussion of dividends to stockholders, please refer to Note 15 to the consolidated financial statements included in Item 8. – Financial
Statements and Supplementary Data.

Stock Repurchases

For a detailed discussion of stock repurchases, please refer to Note 15 to the consolidated financial statements included in Item 8. – Financial Statements
and Supplementary Data.

Debt

For a detailed discussion of our debt, including our senior notes, credit agreement and commercial paper program, please refer to Note 12 to the
consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

Liquidity Requirements

We believe our cash balances, investment securities, operating cash flows, and funds available under our credit agreement and our commercial paper
program or from other public or private financing sources, taken together, provide adequate resources to fund ongoing operating and regulatory requirements,
acquisitions, future expansion opportunities, and capital expenditures for at least the next twelve months, as well as to refinance or repay debt, and
repurchase shares.

Adverse changes in our credit rating may increase the rate of interest we pay and may impact the amount of credit available to us in the future. Our
investment-grade credit rating at December 31, 2018 was BBB+ according to Standard & Poor’s Rating Services, or S&P, and Baa3 according to Moody’s
Investors Services, Inc., or Moody’s. A downgrade by S&P to BB+ or by Moody’s to Ba1 triggers an interest rate increase of 25 basis points with respect to
$250 million of our senior notes. Successive one notch downgrades increase the interest rate an additional 25 basis points, or annual interest expense by $1
million, up to a maximum 100 basis points, or annual interest expense by $3 million.

In addition, we operate as a holding company in a highly regulated industry. Humana Inc., our parent company, is dependent upon dividends and
administrative expense reimbursements from our subsidiaries, most of which are subject to regulatory restrictions. We continue to maintain significant levels
of aggregate excess statutory capital and surplus in our state-regulated operating subsidiaries. Cash, cash equivalents, and short-term investments at the
parent company decreased to $578 million at December 31, 2018 from $688 million at December 31, 2017. This decrease primarily reflects acquisitions,
common stock repurchases, insurance subsidiaries' capital contributions and capital expenditures, partially offset by insurance subsidiaries dividends, non-
insurance subsidiaries' profits and net proceeds from debt issuance. Our use of operating cash derived from our non-insurance subsidiaries, such as our
Healthcare Services segment, is generally not restricted by Departments of Insurance (or comparable state regulatory agencies). Our regulated insurance
subsidiaries paid dividends to the parent of $2.3 billion in 2018, $1.4 billion in 2017, and $0.8 billion in 2016. Refer to our parent company financial
statements and accompanying notes in Schedule I - Parent Company Financial Information. The amount of ordinary dividends that may be paid to our parent
company in 2019 is approximately $1 billion, in the aggregate. Actual dividends paid may vary due to consideration of excess statutory
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capital and surplus and expected future surplus requirements related to, for example, premium volume and product mix.

Regulatory Requirements

For a detailed discussion of our regulatory requirements, including aggregate statutory capital and surplus as well as dividends paid from the subsidiaries
to the parent, please refer to Note 15 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

Contractual Obligations

We are contractually obligated to make payments for years subsequent to December 31, 2018 as follows:

  Payments Due by Period

  Total  
Less than

1 Year  1-3 Years  3-5 Years  
More than

5 Years

  (in millions)

Debt  $ 6,097  $ 1,697  $ 400  $ 1,000  $ 3,000
Interest (1)  8,955  1,926  1,161  914  4,954
Operating leases (2)  519  147  210  112  50
Purchase obligations (3)  736  240  337  159  —
Future policy benefits payable and other long-term liabilities
(4)  724  53  444  68  159

Total  $ 17,031  $ 4,063  $ 2,552  $ 2,253  $ 8,163

(1) Interest includes the estimated contractual interest payments under our debt agreements.
(2) We lease facilities, computer hardware, and other furniture and equipment under long-term operating leases that are noncancelable and expire on

various dates through 2046. We sublease facilities or partial facilities to third party tenants for space not used in our operations which partially
mitigates our operating lease commitments. See also Note 16 to the consolidated financial statements included in Item 8. – Financial Statements and
Supplementary Data.

(3) Purchase obligations include agreements to purchase services, primarily information technology related services, or to make improvements to real
estate, in each case that are enforceable and legally binding on us and that specify all significant terms, including: fixed or minimum levels of service
to be purchased; fixed, minimum or variable price provisions; and the appropriate timing of the transaction. Purchase obligations exclude agreements
that are cancelable without penalty.

(4) Includes future policy benefits payable ceded to third parties through 100% coinsurance agreements as more fully described in Note 19 to the
consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data. We expect the assuming reinsurance carriers to
fund these obligations and reflected these amounts as reinsurance recoverables included in other long-term assets on our consolidated balance sheet.
Amounts payable in less than one year are included in trade accounts payable and accrued expenses in the consolidated balance sheet.

Off-Balance Sheet Arrangements

As of December 31, 2018, we were not involved in any special purpose entity, or SPE, transactions. For a detailed discussion of off-balance sheet
arrangements, please refer to Note 16 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

Guarantees and Indemnifications

For a detailed discussion of our guarantees and indemnifications, please refer to Note 16 to the consolidated financial statements included in Item 8. –
Financial Statements and Supplementary Data.
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Government Contracts

For a detailed discussion of our government contracts, including our Medicare, Military, and Medicaid contracts, please refer to Note 16 to the
consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

Critical Accounting Policies and Estimates

The discussion and analysis of our financial condition and results of operations is based upon our consolidated financial statements and accompanying
notes, which have been prepared in accordance with accounting principles generally accepted in the United States of America. The preparation of these
financial statements and accompanying notes requires us to make estimates and assumptions that affect the amounts reported in the consolidated financial
statements and accompanying notes. We continuously evaluate our estimates and those critical accounting policies primarily related to benefits expense and
revenue recognition as well as accounting for impairments related to our investment securities, goodwill, and long-lived assets. These estimates are based on
knowledge of current events and anticipated future events and, accordingly, actual results ultimately may differ from those estimates. We believe the
following critical accounting policies involve the most significant judgments and estimates used in the preparation of our consolidated financial statements.

Benefits Expense Recognition

Benefits expense is recognized in the period in which services are provided and includes an estimate of the cost of services which have been incurred but
not yet reported, or IBNR. IBNR represents a substantial portion of our benefits payable as follows:

 December 31, 2018  
Percentage

of Total  December 31, 2017  
Percentage

of Total
 (dollars in millions)

IBNR $ 3,361  69.1%  $ 3,154  67.6%
Reported claims in process 617  12.7%  614  13.1%
Other benefits payable 884  18.2%  900  19.3%

Total benefits payable $ 4,862  100.0%  $ 4,668  100.0%

Our reserving practice is to consistently recognize the actuarial best point estimate within a level of confidence required by actuarial standards. For
further discussion of our reserving methodology, including our use of completion and claims per member per month trend factors to estimate IBNR, refer to
Note 2 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.
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The completion and claims per member per month trend factors are the most significant factors impacting the IBNR estimate. The portion of IBNR
estimated using completion factors for claims incurred prior to the most recent two months is generally less variable than the portion of IBNR estimated using
trend factors. The following table illustrates the sensitivity of these factors assuming moderately adverse experience and the estimated potential impact on
our operating results caused by reasonably likely changes in these factors based on December 31, 2018 data:

Completion Factor (a):  Claims Trend Factor (b):
Factor

Change (c)  
Decrease in

Benefits Payable  
Factor

Change (c)  
Decrease in

Benefits Payable
(dollars in millions)

0.70%  $(258)  (3.00)%  $(224)
0.60%  $(222)  (2.75)%  $(206)
0.50%  $(185)  (2.50)%  $(187)
0.40%  $(148)  (2.25)%  $(168)
0.30%  $(111)  (2.00)%  $(150)
0.20%  $(74)  (1.75)%  $(131)
0.10%  $(37)  (1.50)%  $(112)

(a) Reflects estimated potential changes in benefits payable at December 31, 2018 caused by changes in completion factors for incurred months prior to
the most recent two months.

(b) Reflects estimated potential changes in benefits payable at December 31, 2018 caused by changes in annualized claims trend used for the estimation
of per member per month incurred claims for the most recent two months.

(c) The factor change indicated represents the percentage point change.

The following table provides a historical perspective regarding the accrual and payment of our benefits payable, excluding military services.
Components of the total incurred claims for each year include amounts accrued for current year estimated benefits expense as well as adjustments to prior
year estimated accruals. Refer to Note 10 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data for
Retail, Group and Specialty, and Individual Commercial segment tables including information about incurred and paid claims development as of
December 31, 2018, net of reinsurance, as well as cumulative claim frequency and the total of IBNR included within the net incurred claims amounts.

  2018  2017  2016

  (in millions)

Balances at January 1  $ 4,668  $ 4,563  $ 4,976
Less: Premium deficiency reserve  —  —  (176)
Less: Reinsurance recoverables  (70)  (76)  (85)
Balances at January 1, net  4,598  4,487  4,715
Incurred related to:       

Current year  46,385  44,001  45,318
Prior years  (503)  (483)  (582)

Total incurred  45,882  43,518  44,736
Paid related to:       

Current year  (41,736)  (39,496)  (40,852)
Prior years  (3,977)  (3,911)  (4,112)

Total paid  (45,713)  (43,407)  (44,964)
Reinsurance recoverable  95  70  76
Balances at December 31  $ 4,862  $ 4,668  $ 4,563
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The following table summarizes the changes in estimate for incurred claims related to prior years attributable to our key assumptions. As previously
described, our key assumptions consist of trend and completion factors estimated using an assumption of moderately adverse conditions. The amounts below
represent the difference between our original estimates and the actual benefits expense ultimately incurred as determined from subsequent claim payments.

 Favorable Development by Changes in Key Assumptions

 2018  2017  2016

 Amount  
Factor

Change (a)  Amount  
Factor

Change (a)  Amount  
Factor

Change (a)
 (dollars in millions)

Trend factors $ (229)  (3.3)%  $ (279)  (2.7)%  $ (316)  (2.9)%
Completion factors (274)  (0.8)%  (204)  (0.7)%  (266)  (0.9)%

Total $ (503)    $ (483)    $ (582)   

(a) The factor change indicated represents the percentage point change.

As previously discussed, our reserving practice is to consistently recognize the actuarial best estimate of our ultimate liability for claims. Actuarial
standards require the use of assumptions based on moderately adverse experience, which generally results in favorable reserve development, or reserves that
are considered redundant. We experienced favorable medical claims reserve development related to prior fiscal years of $503 million in 2018, $483 million
in 2017, and $582 million in 2016. The table below details our favorable medical claims reserve development related to prior fiscal years by segment for
2018, 2017, and 2016.

 
Favorable Medical Claims Reserve

Development  Change

 2018  2017  2016  2018  2017
 (in millions)

Retail Segment $ (398)  $ (386)  $ (429)  $ (12)  $ 43
Group and Specialty Segment (46)  (40)  (46)  (6)  6
Individual Commercial Segment (57)  (56)  (106)  (1)  50
Other Businesses (2)  (1)  (1)  (1)  —
Total $ (503)  $ (483)  $ (582)  $ (20)  $ 99

The favorable medical claims reserve development for 2018, 2017, and 2016 primarily reflects the consistent application of trend and completion factors
estimated using an assumption of moderately adverse conditions. Our favorable development for each of the years presented above is discussed further in
Note 10 to the consolidated financial statements included in Item 8. – Financial Statements and Supplementary Data.

We continually adjust our historical trend and completion factor experience with our knowledge of recent events that may impact current trends and
completion factors when establishing our reserves. Because our reserving practice is to consistently recognize the actuarial best point estimate using an
assumption of moderately adverse conditions as required by actuarial standards, there is a reasonable possibility that variances between actual trend and
completion factors and those assumed in our December 31, 2018 estimates would fall towards the middle of the ranges previously presented in our sensitivity
table.
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Benefits expense excluded from the previous table was as follows for the years ended December 31, 2018, 2017 and 2016:

 2018  2017  2016
 (in millions)

Premium deficiency reserve for short-duration policies $ —  $ —  $ (176)
Military services —  —  8
Future policy benefits —  (22)  439

Total $ —  $ (22)  $ 271

In 2016, we increased our existing premium deficiency reserve, initially recorded in 2015, for our individual commercial medical business compliant
with the Health Care Reform Law associated with the 2016 coverage year.

The higher benefits expense associated with future policy benefits payable during 2016 primarily relates to reserve strengthening for our closed block of
long-term care insurance policies, which were sold in 2018, as more fully described below and in Note 18 to the consolidated financial statements included in
Item 8. – Financial Statements and Supplementary Data.

Revenue Recognition

We generally establish one-year commercial membership contracts with employer groups, subject to cancellation by the employer group on 30-day
written notice. Our Medicare contracts with CMS renew annually. Our military services contracts with the federal government and certain contracts with
various state Medicaid programs generally are multi-year contracts subject to annual renewal provisions.

We receive monthly premiums from the federal government and various states according to government specified payment rates and various contractual
terms. We bill and collect premium from employer groups and members in our Medicare and other individual products monthly. Changes in premium
revenues resulting from the periodic changes in risk-adjustment scores derived from medical diagnoses for our membership are estimated by projecting the
ultimate annual premium and recognized ratably during the year with adjustments each period to reflect changes in the ultimate premium.

Premiums revenue is estimated by multiplying the membership covered under the various contracts by the contractual rates. Premiums revenue is
recognized as income in the period members are entitled to receive services, and is net of estimated uncollectible amounts, retroactive membership
adjustments, and adjustments to recognize rebates under the minimum benefit ratios required under the Health Care Reform Law. We estimate policyholder
rebates by projecting calendar year minimum benefit ratios for the small group and large group markets, as defined by the Health Care Reform Law using a
methodology prescribed by HHS, separately by state and legal entity. Medicare Advantage products are also subject to minimum benefit ratio requirements
under the Health Care Reform Law. Estimated calendar year rebates recognized ratably during the year are revised each period to reflect current experience.
Retroactive membership adjustments result from enrollment changes not yet processed, or not yet reported by an employer group or the government. We
routinely monitor the collectibility of specific accounts, the aging of receivables, historical retroactivity trends, estimated rebates, as well as prevailing and
anticipated economic conditions, and reflect any required adjustments in current operations. Premiums received prior to the service period are recorded as
unearned revenues.

Medicare Risk-Adjustment Provisions

CMS utilizes a risk-adjustment model which apportions premiums paid to Medicare Advantage, or MA, plans according to health severity. The risk-
adjustment model, which CMS implemented pursuant to the Balanced Budget Act of 1997(BBA) and the Benefits Improvement and Protection Act of 2000
(BIPA), generally pays more for enrollees with predictably higher costs. Under the risk-adjustment methodology, all MA plans must collect and submit the
necessary diagnosis code information from hospital inpatient, hospital outpatient, and physician providers to CMS within prescribed deadlines. The CMS
risk-adjustment model uses this diagnosis data to calculate the risk-adjusted premium payment to MA plans. Rates paid to MA plans are established under an
actuarial bid model, including a process that bases our payments on a comparison of our beneficiaries’ risk scores, derived from medical diagnoses, to those
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enrolled in the government’s Medicare FFS program. We generally rely on providers, including certain providers in our network who are our employees, to
code their claim submissions with appropriate diagnoses, which we send to CMS as the basis for our payment received from CMS under the actuarial risk-
adjustment model. We also rely on providers to appropriately document all medical data, including the diagnosis data submitted with claims. CMS is
phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data from the
Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses that satisfy
those guidelines. For submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk adjustment filtering
logic to determine the risk scores. For 2018, 15% of the risk score was calculated from claims data submitted through EDS. In 2019 and 2020 CMS will
increase that percentage to 25% and 50%, respectively. The phase-in from RAPS to EDS could result in different risk scores from each dataset as a result of
plan processing issues, CMS processing issues, or filtering logic differences between RAPS and EDS, and could have a material adverse effect on our results
of operations, financial position, or cash flows. We estimate risk-adjustment revenues based on medical diagnoses for our membership. The risk-adjustment
model, including CMS changes to the submission process, is more fully described in Item 1. – Business under the section titled “Individual Medicare,” and in
Item 1A. - Risk Factors.

      

72

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
72 of 240

Exempt from Business Proposal 
and Total Page Limits

835(E)



Investment Securities

Investment securities totaled $10.4 billion, or 41% of total assets at December 31, 2018, and $12.3 billion, or 45% of total assets at December 31, 2017.
Debt securities, detailed below, comprised this entire investment portfolio at December 31, 2018 and 2017. The fair value of debt securities were as follows at
December 31, 2018 and 2017:

  12/31/2018  
Percentage

of Total  12/31/2017  
Percentage

of Total

         

  (dollars in millions)

U.S. Treasury and other U.S. government corporations and
agencies:         

U.S. Treasury and agency obligations  $ 417  4.0%  $ 531  4.3%
Mortgage-backed securities  2,544  24.4%  1,610  13.1%

Tax-exempt municipal securities  2,771  26.5%  3,889  31.6%
Mortgage-backed securities:         

Residential  55  0.5%  26  0.2%
Commercial  523  5.0%  456  3.7%

Asset-backed securities  985  9.4%  408  3.3%
Corporate debt securities  3,142  30.2%  5,382  43.8%

Total debt securities  $ 10,437  100.0%  $ 12,302  100.0%

Approximately 97% of our debt securities were investment-grade quality, with a weighted average credit rating of AA by S&P at December 31, 2018.
Most of the debt securities that were below investment-grade were rated BB, the higher end of the below investment-grade rating scale. Our investment policy
limits investments in a single issuer and requires diversification among various asset types.

Tax-exempt municipal securities included pre-refunded bonds of $118 million at December 31, 2018 and $222 million at December 31, 2017. These pre-
refunded bonds were secured by an escrow fund consisting of U.S. government obligations sufficient to pay off all amounts outstanding at maturity. The
ratings of these pre-refunded bonds generally assume the rating of the government obligations at the time the fund is established. Tax-exempt municipal
securities that were not pre-refunded were diversified among general obligation bonds of U.S. states and local municipalities as well as special revenue
bonds. General obligation bonds, which are backed by the taxing power and full faith of the issuer, accounted for $1.4 billion of these municipals in the
portfolio. Special revenue bonds, issued by a municipality to finance a specific public works project such as utilities, water and sewer, transportation, or
education, and supported by the revenues of that project, accounted for $1.3 billion of these municipals. Our general obligation bonds are diversified across
the U.S. with no individual state exceeding 9%.
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Gross unrealized losses and fair values aggregated by investment category and length of time that individual securities have been in a continuous
unrealized loss position were as follows at December 31, 2018:

  Less than 12 months  12 months or more  Total
 

 
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses 

  (in millions)

 December 31, 2018            

 U.S. Treasury and other U.S. government 
corporations and agencies:            

 U.S. Treasury and agency obligations $ 179  $ (1)  $ 153  $ (2)  $ 332  $ (3)
 Mortgage-backed securities 956  (16)  1,019  (38)  1,975  (54)
 Tax-exempt municipal securities 809  (9)  1,648  (28)  2,457  (37)
 Mortgage-backed securities:            
 Residential —  —  15  —  15  —
 Commercial 372  (8)  133  (6)  505  (14)
 Asset-backed securities 824  (7)  40  —  864  (7)
 Corporate debt securities 1,434  (35)  1,439  (63)  2,873  (98)
 Total debt securities $ 4,574  $ (76)  $ 4,447  $ (137)  $ 9,021  $ (213)

Under the other-than-temporary impairment model for debt securities held, we recognize an impairment loss in income in an amount equal to the full
difference between the amortized cost basis and the fair value when we have the intent to sell the debt security or it is more likely than not we will be required
to sell the debt security before recovery of our amortized cost basis. However, if we do not intend to sell the debt security, we evaluate the expected cash
flows to be received as compared to amortized cost and determine if a credit loss has occurred. In the event of a credit loss, only the amount of the impairment
associated with the credit loss is recognized currently in income with the remainder of the loss recognized in other comprehensive income.

When we do not intend to sell a security in an unrealized loss position, potential other-than-temporary impairment is considered using a variety of
factors, including the length of time and extent to which the fair value has been less than cost; adverse conditions specifically related to the industry,
geographic area or financial condition of the issuer or underlying collateral of a security; payment structure of the security; changes in credit rating of the
security by the rating agencies; the volatility of the fair value changes; and changes in fair value of the security after the balance sheet date. For debt
securities, we take into account expectations of relevant market and economic data. For example, with respect to mortgage and asset-backed securities, such
data includes underlying loan level data and structural features such as seniority and other forms of credit enhancements. A decline in fair value is considered
other-than-temporary when we do not expect to recover the entire amortized cost basis of the security. We estimate the amount of the credit loss component
of a debt security as the difference between the amortized cost and the present value of the expected cash flows of the security. The present value is
determined using the best estimate of future cash flows discounted at the implicit interest rate at the date of purchase. The risks inherent in assessing the
impairment of an investment include the risk that market factors may differ from our expectations, facts and circumstances factored into our assessment may
change with the passage of time, or we may decide to subsequently sell the investment. The determination of whether a decline in the value of an investment
is other than temporary requires us to exercise significant diligence and judgment. The discovery of new information and the passage of time can
significantly change these judgments. The status of the general economic environment and significant changes in the national securities markets influence
the determination of fair value and the assessment of investment impairment. There is a continuing risk that declines in fair value may occur and additional
material realized losses from sales or other-than-temporary impairments may be recorded in future periods.
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All issuers of securities we own that were trading at an unrealized loss at December 31, 2018 remain current on all contractual payments. After taking into
account these and other factors previously described, we believe these unrealized losses primarily were caused by an increase in market interest rates in the
current markets since the time the securities were purchased. At December 31, 2018, we did not intend to sell the securities with an unrealized loss position in
accumulated other comprehensive income, and it is not likely that we will be required to sell these securities before recovery of their amortized cost basis. As
a result, we believe that the securities with an unrealized loss were not other-than-temporarily impaired at December 31, 2018. There were no material other-
than-temporary impairments in 2018, 2017, or 2016.

Goodwill and Long-lived Assets

At December 31, 2018, goodwill and other long-lived assets represented 23% of total assets and 58% of total stockholders’ equity, compared to 19% and
52%, respectively, at December 31, 2017 with the increase due to our 2018 acquisitions.

We are required to test at least annually for impairment at a level of reporting referred to as the reporting unit, and more frequently if adverse events or
changes in circumstances indicate that the asset may be impaired. A reporting unit either is our operating segments or one level below the operating
segments, referred to as a component, which comprise our reportable segments. A component is considered a reporting unit if the component constitutes a
business for which discrete financial information is available that is regularly reviewed by management. We are required to aggregate the components of an
operating segment into one reporting unit if they have similar economic characteristics. Goodwill is assigned to the reporting unit that is expected to benefit
from a specific acquisition.

We use the one-step process to review goodwill for impairment to determine both the existence and amount of goodwill impairment, if any. Our strategy,
long-range business plan, and annual planning process support our goodwill impairment tests. These tests are performed, at a minimum, annually in the
fourth quarter, and are based on an evaluation of future discounted cash flows. We rely on this discounted cash flow analysis to determine fair value. However
outcomes from the discounted cash flow analysis are compared to other market approach valuation methodologies for reasonableness. We use discount rates
that correspond to a market-based weighted-average cost of capital and terminal growth rates that correspond to long-term growth prospects, consistent with
the long-term inflation rate. Key assumptions in our cash flow projections, including changes in membership, premium yields, medical and operating cost
trends, and certain government contract extensions, are consistent with those utilized in our long-range business plan and annual planning process. If these
assumptions differ from actual, including the impact of the Health Care Reform Law or changes in Government rates, the estimates underlying our goodwill
impairment tests could be adversely affected. Goodwill impairment tests completed in each of the last three years did not result in an impairment loss. The fair
value of our reporting units with significant goodwill exceeded carrying amounts by a substantial margin. A 100 basis point increase in the discount rate
would not have a significant impact on the amount of margin for any of our reporting units with significant goodwill, with the exception of our clinical and
provider reporting units in our Healthcare Services segment. The margin on the clinical reporting unit would decline to less than 10% after factoring in a 100
basis point increase in the discount rate. The provider reporting unit, while not falling beneath this threshold, was closer than any of our other reporting units.
The clinical and provider reporting units account for $524 million and $730 million, respectively, of goodwill.

Long-lived assets consist of property and equipment and other finite-lived intangible assets. These assets are depreciated or amortized over their
estimated useful life, and are subject to impairment reviews. We periodically review long-lived assets whenever adverse events or changes in circumstances
indicate the carrying value of the asset may not be recoverable. In assessing recoverability, we must make assumptions regarding estimated future cash flows
and other factors to determine if an impairment loss may exist, and, if so, estimate fair value. We also must estimate and make assumptions regarding the
useful life we assign to our long-lived assets. If these estimates or their related assumptions change in the future, we may be required to record impairment
losses or change the useful life, including accelerating depreciation or amortization for these assets. There were no material impairment losses in the last three
years.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Our earnings and financial position are exposed to financial market risk, including those resulting from changes in interest rates.

The level of our pretax earnings is subject to market risk due to changes in interest rates and the resulting impact on investment income and interest
expense. In the past we have, and in the future we may enter into interest rate swap agreements depending on market conditions and other factors. Amounts
borrowed under the revolving credit portion of our $2.0 billion unsecured revolving credit agreement bear interest at either LIBOR plus a spread or the base
rate plus a spread. There were no borrowings outstanding under our credit agreement at December 31, 2018 or December 31, 2017.

Interest rate risk also represents a market risk factor affecting our consolidated financial position due to our significant investment portfolio, consisting
primarily of fixed maturity securities of investment-grade quality with a weighted average S&P credit rating of AA at December 31, 2018. Our net unrealized
position decreased $402 million from a net unrealized gain position of $198 million at December 31, 2017 to a net unrealized loss position of $204 million
at December 31, 2018. At December 31, 2018, we had gross unrealized losses of $213 million on our investment portfolio primarily due to an increase in
market interest rates since the time the securities were purchased. There were no material other-than-temporary impairments during 2018. While we believe
that these impairments are temporary and we currently do not have the intent to sell such securities, given the current market conditions and the significant
judgments involved, there is a continuing risk that future declines in fair value may occur and material realized losses from sales or other-than-temporary
impairments may be recorded in future periods.

Duration is the time-weighted average of the present value of the bond portfolio’s cash flow. Duration is indicative of the relationship between changes
in fair value and changes in interest rates, providing a general indication of the sensitivity of the fair values of our fixed maturity securities to changes in
interest rates. However, actual fair values may differ significantly from estimates based on duration. The average duration of our investment portfolio,
including cash and cash equivalents, was approximately 2.9 years as of December 31, 2018 and 4.1 years as of December 31, 2017. Based on the duration
including cash equivalents, a 1% increase in interest rates would generally decrease the fair value of our securities by approximately $365 million.

We have also evaluated the impact on our investment income and interest expense resulting from a hypothetical change in interest rates of 100, 200, and
300 basis points over the next twelve-month period, as reflected in the following table. The evaluation was based on our investment portfolio and our
outstanding indebtedness at December 31, 2018 and 2017. Our investment portfolio consists of cash, cash equivalents, and investment securities. The
modeling technique used to calculate the pro forma net change in pretax earnings considered the cash flows related to fixed income investments and debt,
which are subject to interest rate changes during a prospective twelve-month period. This evaluation measures parallel shifts in interest rates and may not
account for certain unpredictable events that may affect interest income, including unexpected changes of cash flows into and out of the portfolio, changes in
the asset allocation, including shifts between taxable and tax-exempt securities, and spread changes specific to various investment categories. In the past ten
years, changes in 3 month LIBOR rates during the year have not exceeded 300 basis points, have not changed between 200 and 300 basis points, have
changed between 100 and 200 basis points twice, and have changed by less than 100 basis points eight times.
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Increase (decrease) in
pretax earnings given an
interest rate decrease of

X basis points  

Increase (decrease) in
pretax earnings given an
interest rate increase of

X basis points

  (300)  (200)  (100)  100  200  300

  (in millions)

As of December 31, 2018             
Investment income (a)  $ (154)  $ (114)  $ (57)  $ 58  $ 116  $ 175
Interest expense (b)  31  20  10  (10)  (20)  (31)

Pretax  $ (123)  $ (94)  $ (47)  $ 48  $ 96  $ 144

As of December 31, 2017             
Investment income (a)  $ (87)  $ (83)  $ (67)  $ 67  $ 134  $ 202
Interest expense (b)  2  2  2  (2)  (3)  (5)

Pretax  $ (85)  $ (81)  $ (65)  $ 65  $ 131  $ 197

(a) As of December 31, 2018 and 2017, some of our investments had interest rates below 3% so the assumed hypothetical change in pretax earnings does
not reflect the full 3% point reduction.

(b) The interest rate under our senior notes is fixed. There were no borrowings outstanding under the credit agreement at December 31, 2018 or
December 31, 2017. There was $645 million and $150 million outstanding under our commercial paper program at December 31, 2018 and 2017,
respectively. As of December 31, 2017, our interest rate under our commercial paper program was less than 2% so the assumed hypothetical change in
pretax earnings does not reflect the full 2% point reduction.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Humana Inc.

CONSOLIDATED BALANCE SHEETS

 December 31,

 2018  2017

 
(in millions, except

share amounts)

ASSETS    
Current assets:    

Cash and cash equivalents $ 2,343  $ 4,042
Investment securities 10,026  9,557
Receivables, less allowance for doubtful accounts 
of $79 in 2018 and $96 in 2017 1,015  854
Other current assets 3,564  2,949

Total current assets 16,948  17,402
Property and equipment, net 1,735  1,584
Long-term investment securities 411  2,745
Equity method investment in Kindred at Home 1,047  —
Goodwill 3,897  3,281
Other long-term assets 1,375  2,166

Total assets $ 25,413  $ 27,178

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Benefits payable $ 4,862  $ 4,668
Trade accounts payable and accrued expenses 3,067  4,069
Book overdraft 171  141
Unearned revenues 283  378
Short-term debt 1,694  150

Total current liabilities 10,077  9,406
Long-term debt 4,375  4,770
Future policy benefits payable 219  2,923
Other long-term liabilities 581  237

Total liabilities 15,252  17,336
Commitments and contingencies (Note 16)  
Stockholders’ equity:    

Preferred stock, $1 par; 10,000,000 shares authorized; none issued —  —
Common stock, $0.16 2/3 par; 300,000,000 shares authorized; 
198,594,841 shares issued at December 31, 2018 and 198,572,458 
shares issued at December 31, 2017 33  33
Capital in excess of par value 2,535  2,445
Retained earnings 15,072  13,670
Accumulated other comprehensive (loss) income (159)  19
Treasury stock, at cost, 63,028,169 shares at December 31, 2018 
and 60,893,762 shares at December 31, 2017 (7,320)  (6,325)

Total stockholders’ equity 10,161  9,842
Total liabilities and stockholders’ equity $ 25,413  $ 27,178

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF INCOME

 For the year ended December 31,

 2018  2017  2016
 (in millions, except per share results)

Revenues:      
Premiums $ 54,941  $ 52,380  $ 53,021
Services 1,457  982  969
Investment income 514  405  389

Total revenues 56,912  53,767  54,379
Operating expenses:      

Benefits 45,882  43,496  45,007
Operating costs 7,525  6,567  7,173
Merger termination fee and related costs, net —  (936)  104
Depreciation and amortization 405  378  354

Total operating expenses 53,812  49,505  52,638
Income from operations 3,100  4,262  1,741
Loss on sale of business 786  —  —
Interest expense 218  242  189
Other expense, net 33  —  —
Income before income taxes and equity in net earnings 2,063  4,020  1,552
Provision for income taxes 391  1,572  938
Equity in net earnings of Kindred at Home 11  —  —
Net income $ 1,683  $ 2,448  $ 614

Basic earnings per common share $ 12.24  $ 16.94  $ 4.11

Diluted earnings per common share $ 12.16  $ 16.81  $ 4.07

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

 For the year ended December 31,

 2018  2017  2016
 (in millions)

Net income $ 1,683  $ 2,448  $ 614
Other comprehensive income (loss):      

Change in gross unrealized investment losses/gains (189)  149  (101)
Effect of income taxes 51  (55)  38

Total change in unrealized investment 
gains/losses, net of tax (138)  94  (63)

Reclassification adjustment for net realized 
gains included in investment income (53)  (14)  (96)
Effect of income taxes 17  5  35

Total reclassification adjustment, net of tax (36)  (9)  (61)
Other comprehensive (loss) income, net of tax (174)  85  (124)
Comprehensive income attributable to our equity method
investment in Kindred at Home (4)  —  —
Comprehensive income $ 1,505  $ 2,533  $ 490

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

 Common Stock  
Capital In
Excess of
Par Value  

Retained
Earnings  

Accumulated
Other

Comprehensive
Income (Loss)  

Treasury
Stock  

Total
Stockholders’

Equity 
Issued
Shares  Amount  

 (dollars in millions, share amounts in thousands)

Balances, January 1, 2016 198,372  $ 33  $ 2,530  $ 11,017  $ 58  $ (3,292)  $ 10,346

Net income    614    614

Other comprehensive loss     (124)   (124)

Common stock repurchases   —    (104)  (104)
Dividends and dividend 
equivalents   —  (177)    (177)

Stock-based compensation   115     115

Restricted stock unit vesting 13  —  (98)    98  —

Stock option exercises 110  —  13     13
Stock option and restricted 
stock tax benefit   2     2

Balances, December 31, 2016 198,495  33  2,562  11,454  (66)  (3,298)  10,685

Net income      2,448      2,448

Other comprehensive income        85    85

Common stock repurchases    (200)      (3,165)  (3,365)
Dividends and dividend 
equivalents    —  (232)      (232)

Stock-based compensation    157        157

Restricted stock unit vesting —  —  (138)      138  —

Stock option exercises 77  —  64        64

Balances, December 31, 2017 198,572  33  2,445  13,670  19  (6,325)  9,842

Net income       1,683      1,683

Other comprehensive loss       (4)  (178)    (182)

Common stock repurchases     50      (1,140)  (1,090)
Dividends and dividend 
equivalents     —  (277)      (277)

Stock-based compensation     137        137

Restricted stock unit vesting —  —  (145)      145  —

Stock option exercises 23  —  48       48

Balances, December 31, 2018 198,595  $ 33  $ 2,535  $ 15,072  $ (159)  $ (7,320)  $ 10,161

The accompanying notes are an integral part of the consolidated financial statements.
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Humana Inc.
CONSOLIDATED STATEMENTS OF CASH FLOW

 For the year ended December 31,

 2018  2017  2016
 (in millions)
Cash flows from operating activities      

Net income $ 1,683  $ 2,448  $ 614
Adjustments to reconcile net income to net cash provided by operating activities:      

Loss on sale of business 786  —  —
Net realized capital gains (90)  (14)  (96)
Equity in net earnings of Kindred at Home (11)  —  —
Stock-based compensation 137  157  115
Depreciation 444  410  388
Amortization 90  75  77
Provision (benefit) for deferred income taxes 194  132  (71)
Provision for doubtful accounts 36  20  39
Changes in operating assets and liabilities, net of effect of businesses acquired and
dispositions:      

Receivables (200)  406  (158)
Other assets (484)  (582)  426
Benefits payable 252  105  (413)
Other liabilities (676)  641  937
Unearned revenues (95)  98  (84)

Other 107  155  162
    Net cash provided by operating activities 2,173  4,051  1,936

Cash flows from investing activities      
Acquisitions, net of cash acquired (354)  (31)  (7)
Acquisition, equity method investment in Kindred at Home (1,095) — —
Cash transferred in sale of business (805)  —  —
Purchases of property and equipment (612)  (524)  (527)
Purchases of investment securities (4,687)  (6,265)  (6,566)
Maturities of investment securities 972  1,111  1,426
Proceeds from sales of investment securities 3,494  2,768  4,312

    Net cash used in investing activities (3,087)  (2,941)  (1,362)
Cash flows from financing activities      

 (Withdrawals) receipts from contract deposits, net (640)  1,823  1,093
Proceeds from issuance of senior notes, net —  1,779  —
Proceeds from issuance (repayments) of commercial paper, net 485  (153)  (2)
Proceeds from term loan 1,000 — —
Repayment of term loan (350)  —  —
Repayment of long-term debt —  (800)  —
Common stock repurchases (1,090)  (3,365)  (104)
Dividends paid (265)  (220)  (177)
Change in book overdraft 30  (71)  (89)
Proceeds from stock option exercises and other, net 45  62  11

    Net cash (used in) provided by financing activities (785)  (945)  732
(Decrease) increase in cash and cash equivalents (1,699)  165  1,306
Cash and cash equivalents at beginning of year 4,042  3,877  2,571
Cash and cash equivalents at end of year $ 2,343  $ 4,042  $ 3,877
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Humana Inc.
CONSOLIDATED STATEMENTS OF CASH FLOW—(Continued)

 For the year ended December 31,

 2018  2017  2016
Supplemental cash flow disclosures: (in millions)

Interest payments $ 195  $ 216  $ 185
Income tax payments, net $ 631  $ 1,498  $ 916

Details of businesses acquired in purchase transactions:      
Fair value of assets acquired, net of cash acquired $ 392  $ 31  $ 7
Less: Fair value of liabilities assumed (38)  —  —
Cash paid for acquired businesses, net of cash acquired $ 354  $ 31  $ 7

The accompanying notes are an integral part of the consolidated financial statements.

83

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
84 of 240

Exempt from Business Proposal 
and Total Page Limits

847(E)



Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. REPORTING ENTITY

Nature of Operations

Humana Inc., headquartered in Louisville, Kentucky, is a leading health and well-being company committed to helping our millions of medical and
specialty members achieve their best health. Our successful history in care delivery and health plan administration is helping us create a new kind of
integrated care with the power to improve health and well‐being and lower costs. Our efforts are leading to a better quality of life for people with Medicare,
families, individuals, military service personnel, and communities at large. To accomplish that, we support physicians and other health care professionals as
they work to deliver the right care in the right place for their patients, our members. Our range of clinical capabilities, resources and tools, such as in‐home
care, behavioral health, pharmacy services, data analytics and wellness solutions, combine to produce a simplified experience that makes health care easier to
navigate and more effective. References throughout these notes to consolidated financial statements to “we,” “us,” “our,” “Company,” and “Humana,” mean
Humana Inc. and its subsidiaries. We derived approximately 81% of our total premiums and services revenue from contracts with the federal government in
2018, including 15% related to our federal government contracts with the Centers for Medicare and Medicaid Services, or CMS, to provide health insurance
coverage for individual Medicare Advantage members in Florida. CMS is the federal government’s agency responsible for administering the Medicare
program.    

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

Our financial statements and accompanying notes are prepared in accordance with accounting principles generally accepted in the United States of
America. Our consolidated financial statements include the accounts of Humana Inc. and subsidiaries that the Company controls, including variable interest
entities associated with medical practices for which we are the primary beneficiary. We do not own many of our medical practices but instead enter into
exclusive management agreements with the affiliated Professional Associations, or P.A.s, that operate these medical practices. Based upon the provisions of
these agreements, these affiliated P.A.s are variable interest entities and we are the primary beneficiary, and accordingly we consolidate the affiliated P.A.s.
All significant intercompany balances and transactions have been eliminated.

The preparation of financial statements in accordance with accounting principles generally accepted in the United States of America requires us to make
estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. The areas involving the most
significant use of estimates are the estimation of benefits payable, the impact of risk adjustment provisions related to our Medicare contracts, the valuation
and related impairment recognition of investment securities, and the valuation and related impairment recognition of long-lived assets, including goodwill.
These estimates are based on knowledge of current events and anticipated future events, and accordingly, actual results may ultimately differ materially from
those estimates.

Workforce Optimization

During the third quarter of 2017, we initiated a voluntary early retirement program and an involuntary workforce reduction program. These programs
impacted approximately 3,600 associates, or 7.8% of our workforce. As a result, in 2017 we recorded charges of $148 million, or $0.64 per diluted common
share. At December 31, 2017, $140 million was classified as a current liability, included in our consolidated balance sheet in the trade accounts payable and
accrued expenses line. Payments under these programs are being made upon termination during the early retirement or severance pay period. The remaining
workforce optimization liability at  December 31, 2018, was $12 million and is expected to be paid in 2019.

Aetna Merger

On February 16, 2017, under the terms of the Agreement and Plan of Merger, or Merger Agreement, with Aetna Inc., and certain wholly owned
subsidiaries of Aetna Inc., which we collectively refer to as Aetna, we received a breakup fee of $1 billion from Aetna, which is included in our consolidated
statement of income in the line captioned "Merger termination fee and related costs, net."
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Health Care Reform

The Patient Protection and Affordable Care Act and The Health Care and Education Reconciliation Act of 2010 (which we collectively refer to as the
Health Care Reform Law) enacted significant reforms to various aspects of the U.S. health insurance industry. Certain of these reforms became effective
January 1, 2014, including an annual insurance industry premium-based fee and the establishment of federally-facilitated or state-based exchanges.
Operating results for our individual commercial medical business compliant with the Health Care Reform Law were challenged primarily due to
unanticipated modifications in the program subsequent to the passing of the Health Care Reform Law, resulting in higher covered population morbidity and
the ensuing enrollment and claims issues causing volatility in claims experience. As a result of these and other factors, we exited our individual commercial
medical business effective January 1, 2018.

The annual premium-based fee on health insurers is not deductible for tax purposes. We estimate a liability for the health insurance industry fee and
record it in full once qualifying insurance coverage is provided in the applicable calendar year in which the fee is payable with a corresponding deferred cost
that is amortized ratably to expense over the same calendar year. We record the liability for the health insurance industry fee in trade accounts payable and
accrued expenses and record the deferred cost in other current assets in our consolidated financial statements. We pay the health insurance industry fee in
September or October of each year. The Consolidated Appropriations Act enacted on December 18, 2015, included a one-time one year suspension in 2017 of
the health insurance industry fee. In 2018, we paid the federal government $1.04 billion for the annual health insurance industry fee attributed to calendar
year 2018. In 2016, we paid the federal government $916 million for the annual health insurance industry fee attributed to calendar year 2016. The
Continuing Resolution bill, H.R. 195, enacted on January 22, 2018, included a one year suspension in 2019 of the health insurance industry fee, but under
current law, the fee is scheduled to resume in calendar year 2020.

Cash and Cash Equivalents

Cash and cash equivalents include cash, time deposits, money market funds, commercial paper, other money market instruments, and certain U.S.
Government securities with an original maturity of three months or less. Carrying value approximates fair value due to the short-term maturity of the
investments.

Investment Securities

Investment securities, which consist entirely of debt securities, have been categorized as available for sale and, as a result, are stated at fair value.
Investment securities available for current operations are classified as current assets. Investment securities available for our long-term insurance products and
professional liability funding requirements, as well as restricted statutory deposits, are classified as long-term assets. For the purpose of determining gross
realized gains and losses, which are included as a component of investment income in the consolidated statements of income, the cost of investment
securities sold is based upon specific identification. Unrealized holding gains and losses, net of applicable deferred taxes, are included as a component of
stockholders’ equity and comprehensive income until realized from a sale or other-than-temporary impairment.

Under the other-than-temporary impairment model for debt securities held, we recognize an impairment loss in income in an amount equal to the full
difference between the amortized cost basis and the fair value when we have the intent to sell the debt security or it is more likely than not we will be required
to sell the debt security before recovery of our amortized cost basis. However, if we do not intend to sell the debt security, we evaluate the expected cash
flows to be received as compared to amortized cost and determine if a credit loss has occurred. In the event of a credit loss, only the amount of the impairment
associated with the credit loss is recognized currently in income with the remainder of the loss recognized in other comprehensive income.

When we do not intend to sell a security in an unrealized loss position, potential other-than-temporary impairment is considered using a variety of
factors, including the length of time and extent to which the fair value has been less than cost; adverse conditions specifically related to the industry,
geographic area or financial condition of the issuer or underlying collateral of a security; payment structure of the security; changes in credit rating of the
security by the rating agencies; the volatility of the fair value changes; and changes in fair value of the security after the balance sheet date. For debt
securities, we take into account expectations of relevant market and economic data. For example, with respect to mortgage and asset-backed securities, such
data includes underlying loan level data and structural features such as seniority and other forms of

85

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
86 of 240

Exempt from Business Proposal 
and Total Page Limits

849(E)



Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

credit enhancements. A decline in fair value is considered other-than-temporary when we do not expect to recover the entire amortized cost basis of the
security. We estimate the amount of the credit loss component of a debt security as the difference between the amortized cost and the present value of the
expected cash flows of the security. The present value is determined using the best estimate of future cash flows discounted at the implicit interest rate at the
date of purchase.

Receivables and Revenue Recognition

We generally establish one-year commercial membership contracts with employer groups, subject to cancellation by the employer group on 30-day
written notice. Our Medicare contracts with CMS renew annually. Our military services contracts with the federal government and certain contracts with
various state Medicaid programs generally are multi-year contracts subject to annual renewal provisions.

Premiums Revenue

We receive monthly premiums from the federal government and various states according to government specified payment rates and various contractual
terms. We bill and collect premium from employer groups and members in our Medicare and other individual products monthly. Changes in premium
revenues resulting from the periodic changes in risk-adjustment scores derived from medical diagnoses for our membership are estimated by projecting the
ultimate annual premium and are recognized ratably during the year, with adjustments each period to reflect changes in the ultimate premium. Receivables or
payables are classified as current or long-term in our consolidated balance sheet based on the timing of the expected settlement.

Premiums revenue is estimated by multiplying the membership covered under the various contracts by the contractual rates. Premiums revenue is
recognized as income in the period members are entitled to receive services, and is net of estimated uncollectible amounts, retroactive membership
adjustments, and adjustments to recognize rebates under the minimum benefit ratios required under the Health Care Reform Law. We estimate policyholder
rebates by projecting calendar year minimum benefit ratios for the small group and large group markets, as defined by the Health Care Reform Law using a
methodology prescribed by HHS, separately by state and legal entity. Medicare Advantage products are also subject to minimum benefit ratio requirements
under the Health Care Reform Law. Estimated calendar year rebates recognized ratably during the year are revised each period to reflect current experience.
Retroactive membership adjustments result from enrollment changes not yet processed, or not yet reported by an employer group or the government. We
routinely monitor the collectibility of specific accounts, the aging of receivables, historical retroactivity trends, estimated rebates, as well as prevailing and
anticipated economic conditions, and reflect any required adjustments in current operations. Premiums received prior to the service period are recorded as
unearned revenues.

Medicare Part D

We cover prescription drug benefits in accordance with Medicare Part D under multiple contracts with CMS. The payments we receive monthly from
CMS and members, which are determined from our annual bid, represent amounts for providing prescription drug insurance coverage. We recognize
premiums revenue for providing this insurance coverage ratably over the term of our annual contract. Our CMS payment is subject to risk sharing through the
Medicare Part D risk corridor provisions. In addition, receipts for reinsurance and low-income cost subsidies as well as receipts for certain discounts on brand
name prescription drugs in the coverage gap represent payments for prescription drug costs for which we are not at risk.

The risk corridor provisions compare costs targeted in our bids to actual prescription drug costs, limited to actual costs that would have been incurred
under the standard coverage as defined by CMS. Variances exceeding certain thresholds may result in CMS making additional payments to us or require us to
refund to CMS a portion of the premiums we received. As risk corridor provisions are considered in our overall annual bid process, we estimate and recognize
an adjustment to premiums revenue related to these provisions based upon pharmacy claims experience. We record a receivable or payable at the contract
level and classify the amount as current or long-term in our consolidated balance sheets based on the timing of expected settlement.

Reinsurance and low-income cost subsidies represent funding from CMS in connection with the Medicare Part D program for which we assume no risk.
Reinsurance subsidies represent funding from CMS for its portion of prescription drug costs which exceed the member’s out-of-pocket threshold, or the
catastrophic coverage level. Low-income cost subsidies represent
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funding from CMS for all or a portion of the deductible, the coinsurance and co-payment amounts above the out-of-pocket threshold for low-income
beneficiaries. Monthly prospective payments from CMS for reinsurance and low-income cost subsidies are based on assumptions submitted with our annual
bid. A reconciliation and related settlement of CMS’s prospective subsidies against actual prescription drug costs we paid is made after the end of the year.
The Health Care Reform Law mandates consumer discounts of 50% on brand name prescription drugs for Part D plan participants in the coverage gap. These
discounts are funded by CMS and pharmaceutical manufacturers while we administer the application of these funds. We account for these subsidies and
discounts as a deposit in our consolidated balance sheets and as a financing activity under receipts (withdrawals) from contract deposits in our consolidated
statements of cash flows. For 2018, subsidy and discount payments of $10.3 billion exceeded reimbursements of $9.6 billion by $0.7 billion. For 2017,
subsidy and discount reimbursements of $12.1 billion exceeded payments of $10.2 billion by $1.9 billion. For 2016, subsidy and discount reimbursements of
$11.1 billion exceeded payments of $10.0 billion b y $1.1 billion. We do not recognize premiums revenue or benefit expenses for these subsidies or
discounts. Receipt and payment activity is accumulated at the contract level and recorded in our consolidated balance sheets in other current assets or trade
accounts payable and accrued expenses depending on the contract balance at the end of the reporting period.

Settlement of the reinsurance and low-income cost subsidies as well as the risk corridor payment is based on a reconciliation made approximately 9
months after the close of each calendar year. Settlement with CMS for brand name prescription drug discounts is based on a reconciliation made
approximately 14 to 18 months after the close of each calendar year. We continue to revise our estimates with respect to the risk corridor provisions based on
subsequent period pharmacy claims data. See Note 7 for detail regarding amounts recorded to our consolidated balance sheets related to the risk corridor
settlement and subsidies from CMS with respect to the Medicare Part D program.

Services Revenue

Patient services revenue

Patient services include injury and illness care and related services as well as other healthcare services related to customer needs or as required by law.
Patient services revenues are recognized in the period services are provided to the customer and are net of contractual allowances.

Administrative services fees

Administrative services fees cover the processing of claims, offering access to our provider networks and clinical programs, and responding to customer
service inquiries from members of self-funded groups. Revenues from providing administration services, also known as administrative services only, or ASO,
are recognized in the period services are performed and are net of estimated uncollectible amounts. ASO fees are estimated by multiplying the membership
covered under the various contracts by the contractual rates. Under ASO contracts, self-funded employers retain the risk of financing substantially all of the
cost of health benefits. However, many ASO customers purchase stop loss insurance coverage from us to cover catastrophic claims or to limit aggregate
annual costs. Accordingly, we have recorded premiums revenue and benefits expense related to these stop loss insurance contracts. We routinely monitor the
collectibility of specific accounts, the aging of receivables, as well as prevailing and anticipated economic conditions, and reflect any required adjustments
in current operations. ASO fees received prior to the service period are recorded as unearned revenues.

Under our TRICARE contracts with the Department of Defense (DoD) we provide administrative services, including offering access to our provider
networks and clinical programs, claim processing, customer service, enrollment, and other services, while the federal government retains all of the risk of the
cost of health benefits. We account for revenues under our contracts net of estimated health care costs similar to an administrative services fee only
agreement. Our contracts include fixed administrative services fees and incentive fees and penalties. Administrative services fees are recognized as services
are performed. 

Our TRICARE members are served by both in-network and out-of-network providers in accordance with our contracts. We pay health care costs related to
these services to the providers and are subsequently reimbursed by the DoD for such payments. We account for the payments of the federal government’s
claims and the related reimbursements under deposit accounting in our consolidated balance sheets and as a financing activity under receipts (withdrawals)
from contract deposits in our consolidated statements of cash flows. For 2018, health care cost reimbursements and payments were each

87

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
88 of 240

Exempt from Business Proposal 
and Total Page Limits

851(E)



Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

approximately $5.6 billion, with reimbursements exceeding payments by $38 million for the year. For 2017, health care cost reimbursements and payments
were each approximately $3.4 billion, with reimbursements exceeding payments by $11 million for the year. For 2016, health care cost reimbursements and
payments were each approximately $3.3 billion with payments exceeding reimbursements by $25 million for the year.

Receivables

Receivables, including premium receivables, patient services revenue receivables, and ASO fee receivables, are shown net of allowances for estimated
uncollectible accounts, retroactive membership adjustments, and contractual allowances.

A t December 31, 2018 and 2017, accounts receivable related to services were $123 million and $180 million, respectively. For the year ended
December 31, 2018, we had no material bad-debt expense and there were no material contract assets, contract liabilities or deferred contract costs recorded on
the consolidated balance sheet at December 31, 2018.

For the year ended December 31, 2018, revenue recognized from performance obligations related to prior periods (for example, due to changes in
transaction price), was not material. Further, revenue expected to be recognized in any future year related to remaining performance obligations was not
material.

Other Current Assets

Other current assets includes amounts associated with Medicare Part D as discussed above and in Note 7, rebates due from pharmaceutical manufacturers
and other amounts due within one year. We accrue pharmaceutical rebates as they are earned based on contractual terms and usage of the product. The
balance of pharmaceutical rebates receivable was $1.3 billion at December 31, 2018 and $1.2 billion at December 31, 2017.

Policy Acquisition Costs

Policy acquisition costs are those costs that relate directly to the successful acquisition of new and renewal insurance policies. Such costs include
commissions, costs of policy issuance and underwriting, and other costs we incur to acquire new business or renew existing business. We expense policy
acquisition costs related to our employer-group prepaid health services policies as incurred. These short-duration employer-group prepaid health services
policies typically have a 1-year term and may be canceled upon 30 days notice by the employer group.

Life insurance, annuities, certain health and other supplemental, and, prior to the sale of our KMG subsidiary in 2018, long term care policies sold to
individuals are accounted for as long-duration insurance products because they are expected to remain in force for an extended period beyond one year and
premium received in the earlier years is intended to pay anticipated benefits to be incurred in future years. As a result, we defer policy acquisition costs,
primarily consisting of commissions, and amortize them over the estimated life of the policies in proportion to premiums earned. Deferred acquisition costs
are reviewed to determine if they are recoverable from future income. See Note 18.

Long-Lived Assets

Property and equipment is recorded at cost. Gains and losses on sales or disposals of property and equipment are included in operating costs. Certain
costs related to the development or purchase of internal-use software are capitalized. Depreciation is computed using the straight-line method over estimated
useful lives ranging from 3 to 10 years for equipment, 3 to 5 years for computer software, and 10 to 20 years for buildings. Improvements to leased facilities
are depreciated over the shorter of the remaining lease term or the anticipated life of the improvement.

We periodically review long-lived assets, including property and equipment and definite-lived intangible assets, for impairment whenever adverse
events or changes in circumstances indicate the carrying value of the asset may not be recoverable. Losses are recognized for a long-lived asset to be held and
used in our operations when the undiscounted future cash flows expected to result from the use of the asset are less than its carrying value. We recognize an
impairment loss based on the excess of the carrying value over the fair value of the asset. A long-lived asset held for sale is reported at the lower of the
carrying amount or fair value less costs to sell. Depreciation expense is not recognized on assets held for sale. Losses are
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recognized for a long-lived asset to be abandoned when the asset ceases to be used. In addition, we periodically review the estimated lives of all long-lived
assets for reasonableness.

Equity Method Investments

We use the equity method of accounting for equity investments in companies where we are able to exercise significant influence, but not control, over
operating and financial policies of the investee. Judgment regarding the level of influence over each equity method investment includes considering key
factors such as our ownership interest, representation on the board of directors, organizational structure, participation in policy-making decisions and
material intra-entity transactions.

Generally, under the equity method, original investments in these entities are recorded at cost and subsequently adjusted by our share of equity in
income or losses after the date of acquisition as well as capital contributions to and distributions from these companies. Our proportionate share of the net
income or loss of these companies is included in consolidated net income. Investment amounts in excess of our share of an investee's net assets are amortized
over the life of the related asset creating the excess. Excess goodwill is not amortized.

We evaluate equity method investments for impairment whenever events or changes in circumstances indicate that the carrying amount of the
investment might not be recoverable. Factors considered by us when reviewing an equity method investment for impairment include the length of time
(duration) and the extent (severity) to which the fair value of the equity method investment has been less than carrying value, the investee’s financial
condition and near-term prospects and the intent and ability to hold the investment for a period of time sufficient to allow for anticipated recovery. An
impairment that is other-than-temporary is recognized in the period identified.

See Note 4 for further information.

Goodwill and Definite-Lived Intangible Assets

Goodwill represents the unamortized excess of cost over the fair value of the net tangible and other intangible assets acquired. We are required to test at
least annually for impairment at a level of reporting referred to as the reporting unit, and more frequently if adverse events or changes in circumstances
indicate that the asset may be impaired. A reporting unit either is our operating segments or one level below the operating segments, referred to as a
component, which comprise our reportable segments. A component is considered a reporting unit if the component constitutes a business for which discrete
financial information is available that is regularly reviewed by management. We aggregate the components of an operating segment into one reporting unit if
they have similar economic characteristics. Goodwill is assigned to the reporting units that are expected to benefit from the specific synergies of the business
combination.

We use the one-step process to review goodwill for impairment to determine both the existence and amount of goodwill impairment, if any. Impairment
tests are performed, at a minimum, in the fourth quarter of each year supported by our long-range business plan and annual planning process. We rely on an
evaluation of future discounted cash flows to determine fair value of our reporting units. The fair value of our reporting units with significant goodwill
exceeded carrying amounts by a substantial margin. A 100 basis point increase in the discount rate would not have a significant impact on the amount of
margin for any of our reporting units with significant goodwill, with the exception of our clinical and provider reporting units in our Healthcare Services
segment. The margin on the clinical reporting unit would decline to less than 10% after factoring in a 100 basis point increase in the discount rate. The
provider reporting unit, while not falling beneath this threshold, was closer than any of our other reporting units. The clinical and provider reporting units
account for $524 million and $730 million, respectively, of goodwill. Impairment tests completed for 2018, 2017, and 2016 did not result in an impairment
loss.

Definite-lived intangible assets primarily relate to acquired customer contracts/relationships and are included with other long-term assets in the
consolidated balance sheets. Definite-lived intangible assets are amortized over the useful life generally using the straight-line method. We review definite-
lived intangible assets for impairment under our long-lived asset policy.
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Benefits Payable and Benefits Expense Recognition

Benefits expense includes claim payments, capitation payments, pharmacy costs net of rebates, allocations of certain centralized expenses and various
other costs incurred to provide health insurance coverage to members, as well as estimates of future payments to hospitals and others for medical care and
other supplemental benefits provided on or prior to the balance sheet date. Capitation payments represent monthly contractual fees disbursed to primary care
and other providers who are responsible for providing medical care to members. Pharmacy costs represent payments for members’ prescription drug benefits,
net of rebates from drug manufacturers. Receivables for such pharmacy rebates are included in other current assets in our consolidated balance sheets. Other
supplemental benefits include dental, vision, and other supplemental health and financial protection products.

We estimate the costs of our benefits expense payments using actuarial methods and assumptions based upon claim payment patterns, medical cost
inflation, historical developments such as claim inventory levels and claim receipt patterns, and other relevant factors, and record benefit reserves for future
payments. We continually review estimates of future payments relating to claims costs for services incurred in the current and prior periods and make
necessary adjustments to our reserves.

Benefits expense is recognized in the period in which services are provided and includes an estimate of the cost of services which have been incurred but
not yet reported, or IBNR. Our reserving practice is to consistently recognize the actuarial best point estimate within a level of confidence required by
actuarial standards. Actuarial standards of practice generally require a level of confidence such that the liabilities established for IBNR have a greater
probability of being adequate versus being insufficient, or such that the liabilities established for IBNR are sufficient to cover obligations under an
assumption of moderately adverse conditions. Adverse conditions are situations in which the actual claims are expected to be higher than the otherwise
estimated value of such claims at the time of the estimate. Therefore, in many situations, the claim amounts ultimately settled will be less than the estimate
that satisfies the actuarial standards of practice.

We develop our estimate for IBNR using actuarial methodologies and assumptions, primarily based upon historical claim experience. Depending on the
period for which incurred claims are estimated, we apply a different method in determining our estimate. For periods prior to the most recent two months, the
key assumption used in estimating our IBNR is that the completion factor pattern remains consistent over a rolling 12-month period after adjusting for known
changes in claim inventory levels and known changes in claim payment processes. Completion factors result from the calculation of the percentage of claims
incurred during a given period that have historically been adjudicated as of the reporting period. For the most recent two months, the incurred claims are
estimated primarily from a trend analysis based upon per member per month claims trends developed from our historical experience in the preceding months,
adjusted for known changes in estimates of recent hospital and drug utilization data, provider contracting changes, changes in benefit levels, changes in
member cost sharing, changes in medical management processes, product mix, and weekday seasonality.

The completion factor method is used for the months of incurred claims prior to the most recent two months because the historical percentage of claims
processed for those months is at a level sufficient to produce a consistently reliable result. Conversely, for the most recent two months of incurred claims, the
volume of claims processed historically is not at a level sufficient to produce a reliable result, which therefore requires us to examine historical trend patterns
as the primary method of evaluation. Changes in claim processes, including recoveries of overpayments, receipt cycle times, claim inventory levels,
outsourcing, system conversions, and processing disruptions due to weather or other events affect views regarding the reasonable choice of completion
factors. Claim payments to providers for services rendered are often net of overpayment recoveries for claims paid previously, as contractually allowed. Claim
overpayment recoveries can result from many different factors, including retroactive enrollment activity, audits of provider billings, and/or payment errors.
Changes in patterns of claim overpayment recoveries can be unpredictable and result in completion factor volatility, as they often impact older dates of
service. The receipt cycle time measures the average length of time between when a medical claim was initially incurred and when the claim form was
received. Increases in electronic claim submissions from providers decrease the receipt cycle time. If claims are submitted or processed on a faster (slower)
pace than prior periods, the actual claim may be more (less) complete than originally estimated using our completion factors, which may result in reserves
that are higher (lower) than required.
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Medical cost trends potentially are more volatile than other segments of the economy. The drivers of medical cost trends include increases in the
utilization of hospital facilities, physician services, new higher priced technologies and medical procedures, and new prescription drugs and therapies, as well
as the inflationary effect on the cost per unit of each of these expense components. Other external factors such as government-mandated benefits or other
regulatory changes, the tort liability system, increases in medical services capacity, direct to consumer advertising for prescription drugs and medical
services, an aging population, lifestyle changes including diet and smoking, catastrophes, and epidemics also may impact medical cost trends. Internal
factors such as system conversions, claims processing cycle times, changes in medical management practices and changes in provider contracts also may
impact our ability to accurately predict estimates of historical completion factors or medical cost trends. All of these factors are considered in estimating
IBNR and in estimating the per member per month claims trend for purposes of determining the reserve for the most recent two months. Additionally, we
continually prepare and review follow-up studies to assess the reasonableness of the estimates generated by our process and methods over time. The results of
these studies are also considered in determining the reserve for the most recent two months. Each of these factors requires significant judgment by
management.

We reassess the profitability of our contracts for providing insurance coverage to our members when current operating results or forecasts indicate
probable future losses. We establish a premium deficiency reserve in current operations to the extent that the sum of expected future costs, claim adjustment
expenses, and maintenance costs exceeds related future premiums under contracts without consideration of investment income. For purposes of determining
premium deficiencies, contracts are grouped in a manner consistent with our method of acquiring, servicing, and measuring the profitability of such contracts.
Losses recognized as a premium deficiency result in a beneficial effect in subsequent periods as operating losses under these contracts are charged to the
liability previously established. Because the majority of our member contracts renew annually, we would not record a material premium deficiency reserve,
except when unanticipated adverse events or changes in circumstances indicate otherwise. In 2016, we increased our existing $176 million premium
deficiency reserve for our individual commercial medical business compliant with the Health Care Reform Law associated with the 2016 coverage year by
$208 million. During 2016, the $384 million current period losses were applied to the premium deficiency liability for the 2016 coverage year.

We believe our benefits payable are adequate to cover future claims payments required. However, such estimates are based on knowledge of current
events and anticipated future events. Therefore, the actual liability could differ materially from the amounts provided.

Future policy benefits payable

Future policy benefits payable include liabilities for long-duration insurance policies including life insurance, annuities, certain health and other
supplemental, and prior to its sale in 2018, long-term care policies sold to individuals for which some of the premium received in the earlier years is intended
to pay anticipated benefits to be incurred in future years. At policy issuance, these reserves are recognized on a net level premium method based on interest
rates, mortality, morbidity, and maintenance expense assumptions. Interest rates are based on our expected net investment returns on the investment portfolio
supporting the reserves for these blocks of business. Mortality, a measure of expected death, and morbidity, a measure of health status, assumptions are based
on industry actuarial tables, modified based upon actual experience. Changes in estimates of these reserves are recognized as an adjustment to benefits
expense in the period the changes occur. We perform loss recognition tests at least annually in the fourth quarter, and more frequently if adverse events or
changes in circumstances indicate that the level of the liability, together with the present value of future gross premiums, may not be adequate to provide for
future expected policy benefits and maintenance costs. During 2016, we recorded a loss for a premium deficiency as discussed further in Note 18.

We adjust future policy benefits payable for the additional liability that would have been recorded if investment securities backing the liability had been
sold at their stated aggregate fair value and the proceeds reinvested at current yields. We include the impact of this adjustment, if any, net of applicable
deferred taxes, with the change in unrealized investment gain (loss) in accumulated other comprehensive income in stockholders’ equity. Health policies sold
to individuals that conform to the Health Care Reform Law are accounted for under a short-duration model under which policy reserves are not established
because premiums received in the current year are intended to pay anticipated benefits in that year. In addition, as previously underwritten members
transition to plans compliant with the Health Care Reform Law, it results in policy lapses and the release of reserves for future policy benefits.
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Book Overdraft

Under our cash management system, checks issued but not yet presented to banks that would result in negative bank balances when presented are
classified as a current liability in the consolidated balance sheets. Changes in book overdrafts from period to period are reported in the consolidated
statement of cash flows as a financing activity.

Income Taxes

We recognize an asset or liability for the deferred tax consequences of temporary differences between the tax bases of assets or liabilities and their
reported amounts in the consolidated financial statements. These temporary differences will result in taxable or deductible amounts in future years when the
reported amounts of the assets or liabilities are recovered or settled. We also recognize the future tax benefits such as net operating and capital loss
carryforwards as deferred tax assets. A valuation allowance is provided against these deferred tax assets if it is more likely than not that some portion or all of
the deferred tax assets will not be realized. Future years’ tax expense may be increased or decreased by adjustments to the valuation allowance or to the
estimated accrual for income taxes. Deferred tax assets and deferred tax liabilities are further adjusted for changes in the enacted tax rates.

We record tax benefits when it is more likely than not that the tax return position taken with respect to a particular transaction will be sustained. A
liability, if recorded, is not considered resolved until the statute of limitations for the relevant taxing authority to examine and challenge the tax position has
expired, or the tax position is ultimately settled through examination, negotiation, or litigation. We classify interest and penalties associated with uncertain
tax positions in our provision for income taxes.

Stock-Based Compensation

We generally recognize stock-based compensation expense, as determined on the date of grant at fair value, on a straight-line basis over the period
during which an employee is required to provide service in exchange for the award (the vesting period). In addition, for awards with both time and
performance-based conditions, we generally recognize compensation expense on a straight line basis over the vesting period when it is probable that the
performance condition will be achieved. We estimate expected forfeitures and recognize compensation expense only for those awards which are expected to
vest. We estimate the grant-date fair value of stock options using the Black-Scholes option-pricing model.

Additional detail regarding our stock-based compensation plans is included in Note 13.

Earnings Per Common Share

We compute basic earnings per common share on the basis of the weighted-average number of unrestricted common shares outstanding. Diluted earnings
per common share is computed on the basis of the weighted-average number of unrestricted common shares outstanding plus the dilutive effect of
outstanding employee stock options and restricted shares, or units, using the treasury stock method.

Additional detail regarding earnings per common share is included in Note 14.

Fair Value

Assets and liabilities measured at fair value are categorized into a fair value hierarchy based on whether the inputs to valuation techniques are observable
or unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect our own assumptions about the
assumptions market participants would use. The fair value hierarchy includes three levels of inputs that may be used to measure fair value as described below.

Level 1 – Quoted prices in active markets for identical assets or liabilities. Level 1 assets and liabilities include debt securities that are traded in an
active exchange market.

Level 2 – Observable inputs other than Level 1 prices such as quoted prices in active markets for similar assets or liabilities, quoted prices for
identical or similar assets or liabilities in markets that are not active, or other inputs that are observable or can be corroborated by observable market
data for substantially the full term of the assets or liabilities. Level 2 assets and liabilities include debt securities with quoted prices that are traded
less frequently than
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exchange-traded instruments as well as debt securities whose value is determined using a pricing model with inputs that are observable in the market
or can be derived principally from or corroborated by observable market data.

Level 3 – Unobservable inputs that are supported by little or no market activity and are significant to the fair value of the assets or liabilities. Level
3 includes assets and liabilities whose value is determined using pricing models, discounted cash flow methodologies, or similar techniques
reflecting our own assumptions about the assumptions market participants would use as well as those requiring significant management judgment.

Fair value of actively traded debt securities are based on quoted market prices. Fair value of other debt securities are based on quoted market prices of
identical or similar securities or based on observable inputs like interest rates generally using a market valuation approach, or, less frequently, an income
valuation approach and are generally classified as Level 2. We obtain at least one price for each security from a third party pricing service. These prices are
generally derived from recently reported trades for identical or similar securities, including adjustments through the reporting date based upon observable
market information. When quoted prices are not available, the third party pricing service may use quoted market prices of comparable securities or
discounted cash flow analysis, incorporating inputs that are currently observable in the markets for similar securities. Inputs that are often used in the
valuation methodologies include benchmark yields, reported trades, credit spreads, broker quotes, default rates, and prepayment speeds. We are responsible
for the determination of fair value and as such we perform analysis on the prices received from the third party pricing service to determine whether the prices
are reasonable estimates of fair value. Our analysis includes a review of monthly price fluctuations as well as a quarterly comparison of the prices received
from the pricing service to prices reported by our third party investment adviser. In addition, on a quarterly basis we examine the underlying inputs and
assumptions for a sample of individual securities across asset classes, credit rating levels, and various durations.

Fair value of privately held debt securities are estimated using a variety of valuation methodologies, including both market and income approaches,
where an observable quoted market does not exist and are generally classified as Level 3. For privately-held debt securities, such methodologies include
reviewing the value ascribed to the most recent financing, comparing the security with securities of publicly-traded companies in similar lines of business,
and reviewing the underlying financial performance including estimating discounted cash flows.

Recently Issued Accounting Pronouncements

Recently Adopted Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board, or FASB, issued new guidance that amends the accounting for revenue recognition. The
amendments are intended to provide a more robust framework for addressing revenue issues, improve comparability of revenue recognition practices, and
improve disclosure requirements. Insurance contracts are not included in the scope of this new guidance. Accordingly, our premiums revenue and investment
income, collectively representing approximately 97% of our consolidated external revenues for the year ended December 31, 2018, are not included in the
scope of the new guidance. We adopted the new standard effective January 1, 2018, using the modified retrospective approach. As the majority of our
revenues are not subject to the new guidance and the remaining revenues’ accounting treatment did not materially differ from pre-existing accounting
treatment, the adoption of the new standard did not have a material impact on our consolidated results of operations, financial condition, cash flows, or
related disclosures.

Accounting Pronouncements Effective in Future Periods

In February 2016, the FASB issued new guidance related to accounting for leases which requires lessees to record assets and liabilities reflecting the
leased assets and lease obligations, respectively, while following the dual model for recognition in statements of income requiring leases to be classified as
either operating or finance. Operating leases will result in straight-line expense (similar to current operating leases) while finance leases will result in a front-
loaded expense pattern (similar to current capital leases). We adopted the new standard effective January 1, 2019, as allowed, using the modified
retrospective approach. We elected the package of practical expedients permitted under the transition guidance within the new standard, which among other
things, allows us to carryforward the historical lease classification without restating comparative prior periods. We made a permitted accounting policy
election to not apply the new guidance to leases with an initial term of 12 months or less. We will recognize those lease payments in the Consolidated
Statements of Operations on a straight-line basis over the lease term. The adoption of the standard resulted in recognition of additional lease assets and lease
liabilities of
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approximately $470 million as of January 1, 2019. We believe the standard will not materially affect our consolidated net earnings, cash flows and liquidity.

In June 2016, the FASB issued guidance introducing a new model for recognizing credit losses on financial instruments based on an estimate of current
expected credit losses. The guidance is effective for us beginning January 1, 2020. The new current expected credit losses (CECL) model generally calls for
the immediate recognition of all expected credit losses and applies to loans, accounts and trade receivables as well as other financial assets measured at
amortized cost, loan commitments and off-balance sheet credit exposures, debt securities and other financial assets measured at fair value through other
comprehensive income, and beneficial interests in securitized financial assets. The new guidance replaces the current incurred loss model for measuring
expected credit losses, requires expected losses on available for sale debt securities to be recognized through an allowance for credit losses rather than as
reductions in the amortized cost of the securities, and provides for additional disclosure requirements. Our investment portfolio consists of available for sale
debt securities. We are currently evaluating the impact on our results of operations, financial condition, and cash flows.

In March 2017, the FASB issued new guidance that amends the accounting for premium amortization on purchased callable debt securities by shortening
the amortization period. This amended guidance requires the premium to be amortized to the earliest call date instead of maturity date. The new guidance is
effective for us beginning with annual and interim periods in 2019. This guidance will not have a material impact on our results of operations, financial
condition or cash flows.

In February 2018, the FASB issued guidance which allows a reclassification from accumulated other comprehensive income to retained earnings for
stranded tax effects resulting from the December 22, 2017 enactment of the Tax Cuts and Jobs Act.  The new guidance is effective for us beginning January 1,
2019, with early adoption permitted.  We early adopted this guidance in the first quarter of 2018 and it did not have a material impact on our results of
operations, financial condition or cash flows.

In September 2018, the FASB issued new guidance related to accounting for long-duration contracts of insurers which revises key elements of the
measurement models and disclosure requirements for long-duration contracts issued by insurers and reinsurers. The new guidance is effective for us
beginning with annual and interim periods in 2021, with earlier adoption permitted, and requires retrospective application to previously issued annual and
interim financial statements. We are currently evaluating the impact on our results of operations, financial position and cash flows.

There are no other recently issued accounting standards that apply to us or that are expected to have a material impact on our results of operations,
financial condition, or cash flows.

3. ACQUISITIONS AND DIVESTITURES

Acquisition of a 40% Minority Interest in Kindred’s Homecare Business

On July 2, 2018, we completed the acquisition of a 40% minority interest in the Kindred at Home Division, or Kindred at Home, of Kindred Healthcare,
Inc., or Kindred, for cash consideration of approximately $850 million. TPG Capital, or TPG, and Welsh, Carson, Anderson & Stowe, or WCAS, collectively,
the Sponsors, along with us jointly created a consortium to purchase all of the outstanding and issued securities of Kindred. Immediately following the
closing of that transaction, Kindred at Home and the Specialty Hospital company were separated, with the result being that the Long Term Acute Care and
Rehabilitation businesses (the Specialty Hospital Company) are owned by the Sponsors and Kindred at Home is owned by a joint venture owned by the
Sponsors and us.

On July 11, 2018, we, along with the same Kindred at Home Sponsors, TPG and WCAS completed the acquisition of privately-held Curo Health
Services, or Curo, one of the nation's leading hospice operators providing care to patients at 245 locations in 22 states. The transaction was structured as a
merger of Curo with the hospice business of Kindred at Home, and we thereby purchased a 40% minority interest in Curo for cash consideration of
approximately $250 million.
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We account for our 40% investment in Kindred at Home using the equity method of accounting. This investment is reflected as "Equity method
investment in Kindred at Home" in our consolidated balance sheets, with our share of income or loss reported as "Equity in net earnings of Kindred at Home"
in our consolidated statements of income.

We entered into a shareholders agreement with the Sponsors that provides for certain rights and obligations of each party. The shareholders agreement
with the Sponsors includes a put option under which they have the right to require us to purchase their interest in the joint venture starting at the end of year
three and ending at the end of year four following the closing. Likewise, we have a call option under which we have the right to require the Sponsors to sell
their interest in the joint venture to Humana beginning at the end of 2022 and ending at the end of 2023 following the closing. The put and call options,
which are exercisable at a fixed EBITDA multiple and provide a minimum return on the Sponsor's investment if exercised, are measured at fair value each
period using a Monte Carlo simulation. The simulation relies on assumptions around Kindred at Home's equity value, risk free interest rates, volatility, and
the details specific to the put and call options. The final purchase price allocation resulted in approximately $1 billion being allocated to the investment
and $236 million and $291 million allocated to the put and call options, respectively. The fair values of the put option and call option were $224 million
and $246 million, respectively, at December 31, 2018. The put option is included within other long-term liabilities and the call option is included within
other long-term assets. The change in fair value of the put and call options is reflected as "Other expense, net" in our consolidated statements of income.

Sale of Closed Block of Commercial Long-Term Care Insurance Business

On August 9, 2018, we completed the sale of our wholly-owned subsidiary, KMG America Corporation, or KMG, to Continental General Insurance
Company, or CGIC, a Texas-based insurance company wholly owned by HC2 Holdings, Inc., a diversified holding company.  KMG's subsidiary, Kanawha
Insurance Company, or KIC, includes our closed block of non-strategic commercial long-term care policies. Upon closing, we funded the transaction with
approximately $190 million of parent company cash contributed into KMG, subject to customary adjustments, in addition to the transfer of approximately
$160 million of statutory capital with the sale. In connection with the sale of KMG, we recognized a pretax loss, including transaction costs, of  $786 million
and a corresponding $452 million tax benefit. 

Prior to the sale of KMG, we entered into reinsurance contracts to transfer the risk associated with certain voluntary benefit and financial protection
products previously issued primarily by KIC to a third party. We transferred approximately $245 million of cash to the third party and recorded a
commensurate reinsurance recoverable as a result of these transactions. The reinsurance recoverable was included as part of the net assets disposed. There was
no material impact to operating results from these reinsurance transactions.

KMG revenues and net income for the 2018 period prior to the date of sale was $182 million and $47 million, respectively. KMG revenues and net loss
were $261 million and $117 million, respectively, for the year ended December 31, 2017 and $249 million and $336 million, respectively, for the year ended
December 31, 2016.
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The assets and liabilities of KMG that were disposed of on August 9, 2018 were as follows:

 August 9, 2018
Assets (in millions)

Cash and cash equivalents $ 805
Receivables, net 3
Investment securities 1,576
Other assets

1,085
Total assets disposed $ 3,469

Liabilities  
Benefits payable $ 58
Trade accounts payable and accrued
expenses 70
Future policy benefits payable 2,573

Total liabilities disposed $ 2,701

Other Acquisitions and Divestitures

On March 1, 2018, we acquired the remaining equity interest in MCCI Holdings, LLC, or MCCI, a privately held management service organization and
healthcare provider headquartered in Miami, Florida, that primarily coordinates medical care for Medicare Advantage beneficiaries in Florida and Texas.  The
purchase price consisted primarily of $169 million cash, as well as our existing investment in MCCI and a note receivable and a revolving note with an
aggregate balance of $383 million. This resulted in a preliminary purchase price allocation to goodwill of $483 million, definite-lived intangible assets of
$80 million, and net tangible assets of $24 million. The goodwill was assigned to the Retail and Healthcare Services segments. The definite-lived intangible
assets, which primarily consist of customer contracts, have an estimated weighted average useful life of 8 years.

On April 10, 2018, we acquired Family Physicians Group, or FPG, for cash consideration of approximately $185 million, net of cash received. FPG serves
Medicare Advantage and Managed Medicaid HMO patients in Greater Orlando, Florida with a footprint that includes clinics located in Lake, Orange,
Osceola and Seminole counties. This resulted in a preliminary purchase price allocation to goodwill of $133 million, definite-lived intangible assets of $38
million and net tangible assets of $14 million. The goodwill was assigned to the Retail and Healthcare Services segments. The other intangible assets, which
primarily consist of customer contracts, have an estimated weighted average useful life of 5 years.

The purchase price allocations for MCCI and FPG are preliminary, subject to receipt and validation of certain tax related analyses.

During 2017 and 2016, we acquired certain other health and wellness related businesses which, individually or in the aggregate, have not had a material
impact on our results of operations, financial condition, or cash flows. The results of operations and financial condition of these businesses have been
included in our consolidated statements of income and consolidated balance sheets from the respective acquisition dates.

Acquisition-related costs recognized in each of 2018, 2017 and 2016 were not material to our results of operations. Goodwill and definite-lived
intangible assets acquired are partially amortizable as deductible expenses for tax purposes. The pro forma financial information assuming the acquisitions
had occurred as of the beginning of the calendar year prior to the year of acquisition, as well as the revenues and earnings generated during the year of
acquisition, were not material for disclosure purposes.
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4. EQUITY METHOD INVESTMENT

The summarized balance sheet at December 31, 2018 and income statement for the period beginning July 2, 2018 through December 31, 2018 of
Kindred at Home in which we hold a 40% equity interest was as follows:

Balance sheet December 31, 2018

  (in millions)

Current assets $ 536
Non-current assets 4,955
Current liabilities 351
Non-current liabilities 2,708
Shareholders' equity 2,432
  

Statement of income  
 July 2, 2018 through December 31, 2018

  (in millions)

Revenues $ 1,587
Expenses 1,451
Net income 27
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5. INVESTMENT SECURITIES

Investment securities classified as current and long-term were as follows at December 31, 2018 and 2017, respectively:

 
Amortized

Cost  

Gross
Unrealized

Gains  

Gross
Unrealized

Losses  
Fair

Value
 (in millions)

December 31, 2018        
U.S. Treasury and other U.S. government 
corporations and agencies:        

U.S. Treasury and agency obligations $ 419  $ 1  $ (3)  $ 417
Mortgage-backed securities 2,595  3  (54)  2,544

Tax-exempt municipal securities 2,805  3  (37)  2,771
Mortgage-backed securities:        

Residential 55  —  —  55
Commercial 537  —  (14)  523

Asset-backed securities 991  1  (7)  985
Corporate debt securities 3,239  1  (98)  3,142

Total debt securities $ 10,641  $ 9  $ (213)  $ 10,437

December 31, 2017        
U.S. Treasury and other U.S. government 
corporations and agencies:        

U.S. Treasury and agency obligations $ 532  $ 1  $ (2)  $ 531
Mortgage-backed securities 1,625  4  (19)  1,610

Tax-exempt municipal securities 3,884  33  (28)  3,889
Mortgage-backed securities:        

Residential 26  —  —  26
Commercial 455  3  (2)  456

Asset-backed securities 407  1  —  408
Corporate debt securities 5,175  244  (37)  5,382

Total debt securities $ 12,104  $ 286  $ (88)  $ 12,302
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Gross unrealized losses and fair values aggregated by investment category and length of time that individual securities have been in a continuous
unrealized loss position were as follows at December 31, 2018 and 2017, respectively:

  Less than 12 months  12 months or more  Total
 

 
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses  
Fair

Value  

Gross
Unrealized

Losses 

  (in millions)

 December 31, 2018            

 U.S. Treasury and other U.S. government 
corporations and agencies:            

 U.S. Treasury and agency obligations $ 179  $ (1)  $ 153  $ (2)  $ 332  $ (3)
 Mortgage-backed securities 956  (16)  1,019  (38)  1,975  (54)
 Tax-exempt municipal securities 809  (9)  1,648  (28)  2,457  (37)
 Mortgage-backed securities:            
 Residential —  —  15  —  15  —
 Commercial 372  (8)  133  (6)  505  (14)
 Asset-backed securities 824  (7)  40  —  864  (7)
 Corporate debt securities 1,434  (35)  1,439  (63)  2,873  (98)
 Total debt securities $ 4,574  $ (76)  $ 4,447  $ (137)  $ 9,021  $ (213)
 December 31, 2017            

 U.S. Treasury and other U.S. government 
corporations and agencies:            

 U.S. Treasury and agency obligations $ 273  $ (1)  $ 130  $ (1)  $ 403  $ (2)
 Mortgage-backed securities 581  (2)  672  (17)  1,253  (19)
 Tax-exempt municipal securities 1,590  (16)  661  (12)  2,251  (28)
 Mortgage-backed securities:            
 Residential 20  —  3  —  23  —
 Commercial 131  (1)  28  (1)  159  (2)
 Asset-backed securities 107  —  10  —  117  —
 Corporate debt securities 1,297  (10)  804  (27)  2,101  (37)
 Total debt securities $ 3,999  $ (30)  $ 2,308  $ (58)  $ 6,307  $ (88)

Approximately 97% of our debt securities were investment-grade quality, with a weighted average credit rating of AA by S&P at December 31, 2018.
Most of the debt securities that were below investment-grade were rated BB, the higher end of the below investment-grade rating scale. Tax-exempt
municipal securities were diversified among general obligation bonds of states and local municipalities in the United States as well as special revenue bonds
issued by municipalities to finance specific public works projects such as utilities, water and sewer, transportation, or education. Our general obligation
bonds are diversified across the United States with no individual state exceeding 9%. Our investment policy limits investments in a single issuer and requires
diversification among various asset types.

Our unrealized loss from all securities was generated from approximately 1,210 positions out of a total of approximately 1,500 positions at December 31,
2018. All issuers of securities we own that were trading at an unrealized loss at December 31, 2018 remain current on all contractual payments. After taking
into account these and other factors previously described, we believe these unrealized losses primarily were caused by an increase in market interest rates in
the current markets since the time the securities were purchased. At December 31, 2018, we did not intend to sell the securities with an unrealized loss
position in accumulated other comprehensive income, and it is not likely that we

99

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
100 of 240

Exempt from Business Proposal 
and Total Page Limits

863(E)



Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

will be required to sell these securities before recovery of their amortized cost basis. As a result, we believe that the securities with an unrealized loss were not
other-than-temporarily impaired at December 31, 2018.

The detail of realized gains (losses) related to investment securities and included within investment income was as follows for the years ended
December 31, 2018, 2017, and 2016:

 2018  2017  2016
 (in millions)

Gross realized gains $ 106  $ 35  $ 120
Gross realized losses (16)  (21)  (24)

Net realized capital gains $ 90  $ 14  $ 96

There were no material other-than-temporary impairments in 2018, 2017, or 2016.

The contractual maturities of debt securities available for sale at December 31, 2018, regardless of their balance sheet classification, are shown below.
Expected maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or
prepayment penalties.

 
Amortized

Cost  
Fair

Value
 (in millions)

Due within one year $ 943  $ 941
Due after one year through five years 2,929  2,873
Due after five years through ten years 1,873  1,810
Due after ten years 718  706
Mortgage and asset-backed securities 4,178  4,107

Total debt securities $ 10,641  $ 10,437
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6. FAIR VALUE

Financial Assets

The following table summarizes our fair value measurements at December 31, 2018 and 2017, respectively, for financial assets measured at fair value on
a recurring basis:

   Fair Value Measurements Using

 Fair Value  

Quoted Prices
in Active
Markets
(Level 1)  

Other
Observable

Inputs
(Level 2)  

Unobservable
Inputs

(Level 3)
 (in millions)

December 31, 2018        
Cash equivalents $ 2,024  $ 2,024  $ —  $ —
Debt securities:        

U.S. Treasury and other U.S. government corporations and
agencies:        

U.S. Treasury and agency obligations 417  —  417  —
Mortgage-backed securities 2,544  —  2,544  —

Tax-exempt municipal securities 2,771  —  2,771  —
Mortgage-backed securities:        

Residential 55  —  55  —
Commercial 523  —  523  —

Asset-backed securities 985  —  985  —
Corporate debt securities 3,142  —  3,142  —

Total debt securities 10,437  —  10,437  —
Total invested assets $ 12,461  $ 2,024  $ 10,437  $ —

December 31, 2017        
Cash equivalents $ 4,564  $ 4,564  $ —  $ —
Debt securities:        

U.S. Treasury and other U.S. government corporations and
agencies:        

U.S. Treasury and agency obligations 531  —  531  —
Mortgage-backed securities 1,610  —  1,610  —

Tax-exempt municipal securities 3,889  —  3,889  —
Mortgage-backed securities:        

Residential 26  —  26  —
Commercial 456  —  456  —

Asset-backed securities 408  —  408  —
Corporate debt securities 5,382  —  5,381  1

Total debt securities 12,302  —  12,301  1
Total invested assets $ 16,866  $ 4,564  $ 12,301  $ 1

The table above does not include the fair value of the put and call options associated with our equity investment in Kindred at Home. See Note 3 for
further information.
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Financial Liabilities

Our debt is recorded at carrying value in our consolidated balance sheets. The carrying value of our senior notes debt outstanding, net of unamortized
debt issuance costs, was $4,774 million at December 31, 2018 and $4,770 million at December 31, 2017. The fair value of our senior note debt was $4,885
million at December 31, 2018 and $5,191 million at December 31, 2017. The fair value of our senior note debt is determined based on Level 2 inputs,
including quoted market prices for the same or similar debt, or if no quoted market prices are available, on the current prices estimated to be available to us
for debt with similar terms and remaining maturities. Due to the short-term nature, carrying value approximates fair value for our term note and commercial
paper borrowings. The term loan outstanding and commercial paper borrowings were $1,295 million at December 31, 2018, compared to $150 million at
December 31, 2017.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

As disclosed in Note 3, we acquired MCCI, FPG, and other health and wellness related businesses during 2018, 2017, and 2016. The values of net
tangible assets acquired and the resulting goodwill and other intangible assets were recorded at fair value using Level 3 inputs. The majority of the tangible
assets acquired and liabilities assumed were recorded at their carrying values as of the respective dates of acquisition, as their carrying values approximated
their fair values due to their short-term nature. The fair values of goodwill and other intangible assets acquired in these acquisitions were internally estimated
primarily based on the income approach. The income approach estimates fair value based on the present value of the cash flows that the assets are expected to
generate in the future. We developed internal estimates for the expected future cash flows and discount rates used in the present value calculations. Other
than assets acquired and liabilities assumed in these acquisitions, there were no material assets or liabilities measured at fair value on a nonrecurring basis
during 2018, 2017, or 2016.

7. MEDICARE PART D

As discussed in Note 2, we cover prescription drug benefits in accordance with Medicare Part D under multiple contracts with CMS. The accompanying
consolidated balance sheets include the following amounts associated with Medicare Part D as of December 31, 2018 and 2017. CMS subsidies/discounts in
the table below include the reinsurance and low-income cost subsidies funded by CMS for which we assume no risk as well as brand name prescription drug
discounts for Part D plan participants in the coverage gap funded by CMS and pharmaceutical manufacturers.

  2018  2017

  

Risk
Corridor

Settlement  

CMS
Subsidies/
Discounts  

Risk
Corridor

Settlement  

CMS
Subsidies/
Discounts

  (in millions)

Other current assets  $ 15  $ 172  $ 4  $ 101
Trade accounts payable and accrued expenses  (103)  (503)  (255)  (1,085)

Net current liability  (88)  (331)  (251)  $ (984)
Other long-term assets  7  —  —  —
Other long-term liabilities  (89)  —  (28)  —

Net long-term liability  (82)  —  (28)  —
       Total net liability  $ (170)  $ (331)  $ (279)  $ (984)
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8. PROPERTY AND EQUIPMENT, NET

Property and equipment was comprised of the following at December 31, 2018 and 2017.

  2018  2017

  (in millions)

Land  $ 20  $ 20
Buildings and leasehold improvements  766  713
Equipment  890  824
Computer software  2,372  2,003
  4,048  3,560
Accumulated depreciation  (2,313)  (1,976)

Property and equipment, net  $ 1,735  $ 1,584

Depreciation expense was $444 million in 2018, $410 million in 2017, and $388 million in 2016, including amortization expense for capitalized
internally developed and purchased software of $298 million in 2018, $287 million in 2017, and $255 million in 2016.

9. GOODWILL AND OTHER INTANGIBLE ASSETS

Changes in the carrying amount of goodwill for our reportable segments for the years ended December 31, 2018 and 2017 were as follows:

  Retail  Group and Specialty  Healthcare Services  Total

  (in millions)

Balance at January 1, 2017  $ 1,059  $ 261  $ 1,952  $ 3,272
Acquisitions  —  —  9  9

Balance at December 31, 2017  1,059  261  1,961  3,281
Acquisitions  476  —  140  616

Balance at December 31, 2018  $ 1,535  $ 261  $ 2,101  $ 3,897

The following table presents details of our other intangible assets included in other long-term assets in the accompanying consolidated balance sheets at
December 31, 2018 and 2017.

  Weighted
Average

Life  

2018  2017

  Cost  
Accumulated
Amortization  Net  Cost  

Accumulated
Amortization  Net

    (in millions)

Other intangible assets:               
Customer contracts/relationships  8.7 years  $ 646  $ 434  $ 212  $ 566  $ 401  $ 165
Trade names and technology  6.4 years  84  83  1  104  84  20
Provider contracts  11.8 years  68  37  31  68  30  38
Noncompetes and other  7.3 years  29  28  1  32  29  3

Total other intangible assets  8.7 years  $ 827  $ 582  $ 245  $ 770  $ 544  $ 226

Amortization expense for other intangible assets was approximately $90 million in 2018, $75 million in 2017, and $77 million in 2016. Amortization
expense for 2018 included $12 million associated with the write-off of a trade name value reflecting the re-branding of certain provider assets.
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The following table presents our estimate of amortization expense for each of the five next succeeding fiscal years:

 (in millions)

For the years ending December 31,  
2019 $ 70
2020 67
2021 34
2022 31
2023 18

10. BENEFITS PAYABLE

On a consolidated basis, activity in benefits payable, excluding military services, was as follows for the years ended December 31, 2018, 2017 and 2016:

  2018  2017  2016

  (in millions)

Balances at January 1  $ 4,668  $ 4,563  $ 4,976
Less: Premium deficiency reserve  —  —  (176)
Less: Reinsurance recoverables  (70)  (76)  (85)
Balances at January 1, net  4,598  4,487  4,715
Incurred related to:       

Current year  46,385  44,001  45,318
Prior years  (503)  (483)  (582)

Total incurred  45,882  43,518  44,736
Paid related to:       

Current year  (41,736)  (39,496)  (40,852)
Prior years  (3,977)  (3,911)  (4,112)

Total paid  (45,713)  (43,407)  (44,964)
Reinsurance recoverable  95  70  76
Balances at December 31  $ 4,862  $ 4,668  $ 4,563

Amounts incurred related to prior years vary from previously estimated liabilities as the claims ultimately are settled. Negative amounts reported for
incurred related to prior years result from claims being ultimately settled for amounts less than originally estimated (favorable development).
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As previously discussed, our reserving practice is to consistently recognize the actuarial best estimate of our ultimate liability for claims. Actuarial
standards require the use of assumptions based on moderately adverse experience, which generally results in favorable reserve development, or reserves that
are considered redundant. We experienced favorable medical claims reserve development related to prior fiscal years of $503 million in 2018, $483 million
in 2017, and $582 million in 2016. The table below details our favorable medical claims reserve development related to prior fiscal years by segment for
2018, 2017, and 2016.

 
Favorable Medical Claims Reserve

Development

 2018  2017  2016

  
Retail Segment $ (398)  $ (386)  $ (429)
Group and Specialty Segment (46)  (40)  (46)
Individual Commercial Segment (57)  (56)  (106)
Other Businesses (2)  (1)  (1)
Total $ (503)  $ (483)  $ (582)

The favorable medical claims reserve development for 2018, 2017, and 2016 primarily reflects the consistent application of trend and completion factors
estimated using an assumption of moderately adverse conditions. Favorable prior period development primarily resulted from our Medicare Advantage and
individual commercial medical businesses.

Benefits expense excluded from the previous table was as follows for the years ended December 31, 2018, 2017 and 2016:

  2018  2017  2016

  (in millions)

Premium deficiency reserve for short-duration policies  $ —  $ —  $ (176)
Military services  —  —  8
Future policy benefits  —  (22)  439

Total  $ —  $ (22)  $ 271

Military services benefits expense for 2016 in the table above reflect expenses associated with our contracts with the Veterans Administration.

The higher benefits expense associated with future policy benefits payable during 2016 primarily relates to reserve strengthening for our closed block of
long-term care insurance policies, which were sold in 2018, as more fully described in Note 18.

Incurred and Paid Claims Development

The following discussion provides information about incurred and paid claims development for our segments as of December 31, 2018, net of reinsurance,
as well as cumulative claim frequency and the total of IBNR included within the net incurred claims amounts. The information about incurred and paid
claims development for the years ended December 31, 2016 and 2017 is presented as supplementary information.

Claims frequency is measured as medical fee-for-service claims for each service encounter with a unique provider identification number. Our claims
frequency measure includes claims covered by deductibles as well as claims under capitated arrangements. Claim counts may vary based on product mix and
the percentage of delegated capitation arrangements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Retail Segment

Activity in benefits payable for our Retail segment was as follows for the years ended December 31, 2018, 2017 and 2016:

  2018  2017  2016

  (in millions)

Balances at January 1  $ 3,963  $ 3,506  $ 3,600
Less: Reinsurance recoverables  (70)  (76)  (85)
Balances at January 1, net  3,893  3,430  3,515
Incurred related to:       

Current year  41,323  38,604  37,212
Prior years  (398)  (386)  (429)

Total incurred  40,925  38,218  36,783
Paid related to:       

Current year  (37,189)  (34,781)  (33,784)
Prior years  (3,386)  (2,974)  (3,084)

Total paid  (40,575)  (37,755)  (36,868)
Reinsurance recoverable  95  70  76
Balances at December 31  $ 4,338  $ 3,963  $ 3,506

At December 31, 2018, benefits payable for our Retail segment included IBNR of approximately $2.9 billion, primarily associated with claims incurred in
2018. The cumulative number of reported claims as of December 31, 2018 was approximately 104.3 million for claims incurred in 2018, 102.1 million for
claims incurred in 2017, and 96.2 million for claims incurred in 2016.

The following tables provide information about incurred and paid claims development for the Retail segment as of December 31, 2018, net of reinsurance.

  Incurred Claims, Net of Reinsurance

  For the Years Ended December 31,

Claims Incurred Year  
2016

Unaudited  
2017

Unaudited  2018

(in millions)

2016  $ 37,212  $ 36,891  $ 36,811
2017   38,604  38,341
2018    41,323
 Total      $ 116,475
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Cumulative Paid Claims, Net of Reinsurance

For the Years Ended December 31,

Claims Incurred Year
2016

Unaudited
2017

Unaudited 2018

(in millions)

2016 $ 33,784 $ 36,841 $ 36,811
2017 34,781 38,232
2018 37,189
 Total $ 112,232

All outstanding benefit liabilities before 2015, net of reinsurance N/A
Benefits payable, net of reinsurance $ 4,243

Group and Specialty Segment

Activity in benefits payable for our Group and Specialty segment, excluding military services, was as follows for the years ended December 31, 2018,
2017 and 2016:

  2018  2017  2016

  (in millions)

Balances at January 1  $ 568  $ 579  $ 616
Less: Reinsurance recoverables  —  —  —
Balances at January 1, net  568  579  616
Incurred related to:       

Current year  5,466  5,403  5,271
Prior years  (46)  (40)  (46)

Total incurred  5,420  5,363  5,225
Paid related to:       

Current year  (4,957)  (4,843)  (4,700)
Prior years  (514)  (531)  (562)

Total paid  (5,471)  (5,374)  (5,262)
Balances at December 31  $ 517  $ 568  $ 579

At December 31, 2018, benefits payable for our Group and Specialty segment included IBNR of approximately $448 million, primarily associated with
claims incurred in 2018. The cumulative number of reported claims as of December 31, 2018 was approximately 10.4 million for claims incurred in 2018,
11.1 million for claims incurred in 2017, and 12.9 million for claims incurred in 2016.
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The following tables provide information about incurred and paid claims development for the Group and Specialty segment as of December 31, 2018, net
of reinsurance.

  Incurred Claims, Net of Reinsurance

  For the Years Ended December 31,

Claims Incurred Year  
2016

Unaudited  
2017

Unaudited  2018

(in millions)

2016  $ 5,271  $ 5,234  $ 5,235
2017   5,403  5,358
2018    5,466
 Total      $ 16,059

Cumulative Paid Claims, Net of Reinsurance

For the Years Ended December 31,

Claims Incurred Year
2016

Unaudited
2017

Unaudited 2018

(in millions)

2016 $ 4,700 $ 5,226 $ 5,234
2017 4,843 5,351
2018 4,957
Total $ 15,542

All outstanding benefit liabilities before 2015, net of reinsurance N/A
Benefits payable, net of reinsurance $ 517
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Individual Commercial Segment

Activity in benefits payable for our Individual Commercial segment, was as follows for the years ended December 31, 2018, 2017 and 2016:

  2018  2017  2016

  (in millions)

Balances at January 1  $ 101  $ 454  $ 741
Less: Premium deficiency reserve  —  —  (176)
Balances at January 1, net  101  454  565
Incurred related to:       

Current year  —  669  3,677
Prior years  (56)  (56)  (106)

Total incurred  (56)  613  3,571
Paid related to:       

Current year  —  (583)  (3,233)
Prior years  (38)  (383)  (449)

Total paid  (38)  (966)  (3,682)
Balances at December 31  $ 7  $ 101  $ 454

At December 31, 2018, benefits payable for our Individual Commercial segment included IBNR of approximately $1 million, associated with claims prior to
2018. The cumulative number of reported claims as of December 31, 2017 was approximately 2.2 million for claims incurred in 2017 and 9.5 million for
claims incurred in 2016.

The following tables provide information about incurred and paid claims development for the Individual Commercial segment as of December 31, 2018, net
of reinsurance.

  Incurred Claims, Net of Reinsurance

  For the Years Ended December 31,

Claims Incurred Year  
2016

Unaudited  
2017

Unaudited  2018

  (in millions)

2016  $ 3,677  $ 3,621  $ 3,609
2017   669  627
2018    —

 Total      $ 4,236
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  Cumulative Paid Claims, Net of Reinsurance

  For the Years Ended December 31,

Claims Incurred Year  
2016

Unaudited  
2017

Unaudited  2018

  (in millions)

2016  $ 3,233  $ 3,606  $ 3,609
2017    583  620
2018      —
Total      $ 4,229

All outstanding benefit liabilities before 2015, net of reinsurance  N/A
Benefits payable, net of reinsurance  $ 7

Reconciliation to Consolidated

The reconciliation of the net incurred and paid claims development tables to benefits payable in the consolidated statement of financial position is as
follows:    

 
December 31, 

2018

Net outstanding liabilities  
Retail $ 4,243
Group and Specialty 517
Individual Commercial 7
    Benefits payable, net of reinsurance 4,767

Reinsurance recoverable on unpaid claims  
Retail 95

     Total benefits payable, gross $ 4,862

11. INCOME TAXES

The provision for income taxes consisted of the following for the years ended December 31, 2018, 2017 and 2016:

 2018  2017  2016
 (in millions)

Current provision:      
Federal $ 139  $ 1,324  $ 921
States and Puerto Rico 58  116  88

Total current provision 197  1,440  1,009
Deferred expense (benefit) 194  132  (71)

Provision for income taxes $ 391  $ 1,572  $ 938
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The provision for income taxes was different from the amount computed using the federal statutory rate for the years ended December 31, 2018, 2017 and
2016 due to the following:

 2018  2017  2016
 (in millions)

Income tax provision at federal statutory rate $ 436  $ 1,407  $ 543
States, net of federal benefit, and Puerto Rico 42  80  41
Tax exempt investment income (11)  (22)  (20)
Health insurance industry fee 243  —  336
Nondeductible executive compensation 17  36  30
Tax reform (39)  133  —
KMG sale (272)  —  —
Other, net (25)  (62)  8

Provision for income taxes $ 391  $ 1,572  $ 938

The tax reform law enacted on December 22, 2017 (the "Tax Reform Law") reduced the statutory federal corporate income tax rate to 21 percent from 35
percent, beginning in 2018, and required a mandatory deemed repatriation of undistributed foreign earnings. The rate reduction required a remeasurement of
our net deferred tax asset. These items resulted in an estimated increase in our 2017 tax provision of approximately $133 million, including approximately
$10 million for the deemed repatriation tax imposed on the undistributed earnings of our Puerto Rico operations. Revisions to our prior estimate for the
income tax effects of the Tax Reform Law decreased our 2018 tax provision by approximately $39 million.

The incremental tax benefit on the sale of KMG of $272 million resulted from a tax loss higher than the loss recorded in the statement of income for the
year ended December 31, 2018 due to a higher tax basis in KMG than book basis. In addition, the amount reflects our ability to carryback the capital loss to
tax years 2015, 2016 and 2017 at the historical tax rate of 35 percent instead of the current tax rate of 21 percent.

Deferred income tax balances reflect the impact of temporary differences between the tax bases of assets or liabilities and their reported amounts in our
consolidated financial statements, and are stated at enacted tax rates expected to be in effect when the reported amounts are actually recovered or settled.
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Principal components of our net deferred tax balances at December 31, 2018 and 2017 were as follows:

 Assets (Liabilities)

 2018  2017
 (in millions)

Compensation and other accrued expense $ 89  $ 138
Benefits payable 79  113
Investment securities 44  —
Net operating loss carryforward 38  53
Capital loss carryforward 15  —
Deferred acquisition costs 17  48
Unearned revenues 9  12
Other 8  1
Future policy benefits payable —  231

Total deferred income tax assets 299  596
Valuation allowance (54)  (49)
Total deferred income tax assets, net of valuation allowance 245  547

Depreciable property and intangible assets (273)  (237)
Prepaid expenses (52)  (44)
Future policy benefits payable (5)  —
Investment securities —  (49)

Total deferred income tax liabilities (330)  (330)
Total net deferred income tax assets/(liabilities) $ (85)  $ 217

All deferred tax liabilities and assets are classified as noncurrent in our consolidated balance sheets as other long-term liabilities at December 31, 2018
and as other long-term assets at December 31, 2017.

At December 31, 2018, we had approximately $104 million of net operating losses and $64 million of capital losses to carry forward. These loss
carryforwards, if not used to offset future taxable income or capital gain, will expire from 2019 through 2037. Due to limitations and uncertainty regarding
our ability to use some of the loss carryforwards and certain other deferred tax assets, a valuation allowance of $54 million was established. For the remainder
of the net operating loss carryforwards and other cumulative temporary differences, based on our historical record of producing taxable income and
profitability, we have concluded that future operating income will be sufficient to give rise to tax expense to recover these deferred tax assets.

We file income tax returns in the United States and Puerto Rico. The U.S. Internal Revenue Service, or IRS, has completed its examinations of our
consolidated income tax returns for 2016 and prior years. Our 2017 tax return is in the post-filing review period under the Compliance Assurance Process, or
CAP. Our 2018 tax return is under advance review by the IRS under CAP. With a few exceptions, which are immaterial in the aggregate, we no longer are
subject to state, local and foreign tax examinations for years before 2015. We are not aware of any material adjustments that may be proposed as a result of
any ongoing or future examinations. We do not have material uncertain tax positions reflected in our consolidated balance sheets.
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12. DEBT

The carrying value of debt outstanding was as follows at December 31, 2018 and 2017:

 2018  2017
 (in millions)

Short-term debt:  
Commercial paper $ 645  150
Term note 650  —
Senior note:    

$400 million, 2.625% due October 1, 2019 399  —
Total short-term debt $ 1,694  $ 150

  

Long-term debt:  
Senior notes:  

$400 million, 2.625% due October 1, 2019 $ —  $ 399
$400 million, 2.50% due December 15, 2020 398  397
$400 million, 2.90% due December 15, 2022 396  396
$600 million, 3.15% due December 1, 2022 596  595
$600 million, 3.85% due October 1, 2024 597  595
$600 million, 3.95% due March 15, 2027 594  594
$250 million, 8.15% due June 15, 2038 263  263
$400 million, 4.625% due December 1, 2042 396  396
$750 million, 4.95% due October 1, 2044 739  739
$400 million, 4.80% due March 15, 2047 396  396

Total long-term debt $ 4,375  $ 4,770

Maturities of the short-term and long-term debt for the years ending December 31, are as follows:

For the years ending December 31, (in millions)

2019 $ 1,697
2020 400
2021 —
2022 1,000
2023 —
Thereafter 3,000

Senior Notes

Our senior notes, which are unsecured, may be redeemed at our option at any time at 100% of the principal amount plus accrued interest and a
specified make-whole amount. The 8.15% senior notes are subject to an interest rate adjustment if the debt ratings assigned to the notes are downgraded (or
subsequently upgraded). In addition, our senior notes contain a change of control provision that may require us to purchase the notes under certain
circumstances. We recognized a loss on extinguishment of debt of approximately  $17 million in 2017 for the early redemption of senior notes, which is
included in interest expense in the consolidated statements of income.
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Credit Agreement

Our 5-year, $2.0 billion unsecured revolving credit agreement expires May 2022. Under the credit agreement, at our option, we can borrow on either
a competitive advance basis or a revolving credit basis. The revolving credit portion bears interest at either LIBOR plus a spread or the base rate plus a
spread. The LIBOR spread, currently 110.0 basis points, varies depending on our credit ratings ranging from 91.0 to 150.0 basis points. We also pay an
annual facility fee regardless of utilization. This facility fee, currently 15.0 basis points, may fluctuate between 9.0 and 25.0 basis points, depending upon our
credit ratings. The competitive advance portion of any borrowings will bear interest at market rates prevailing at the time of borrowing on either a fixed rate
or a floating rate based on LIBOR, at our option.

The terms of the credit agreement include standard provisions related to conditions of borrowing which could limit our ability to borrow additional
funds. In addition, the credit agreement contains customary restrictive covenants and a financial covenant regarding maximum debt to capitalization of 50%
as well as customary events of default. We are in compliance with this financial covenant, with an actual debt to capitalization of 37% as measured in
accordance with the credit agreement as of December 31, 2018. Upon our agreement with one or more financial institutions, we may expand the aggregate
commitments under the credit agreement to a maximum of $2.5 billion, through a $500 million incremental loan facility.

At December 31, 2018, we had no borrowings and no letters of credit outstanding under the credit agreement. Accordingly, as of December 31, 2018,
we had $2 billion of remaining borrowing capacity (which excludes the uncommitted $500 million incremental loan facility under the credit agreement),
none of which would be restricted by our financial covenant compliance requirement. We have other customary, arms-length relationships, including
financial advisory and banking, with some parties to the credit agreement.

Commercial Paper

    Under our commercial paper program we may issue short-term, unsecured commercial paper notes privately placed on a discount basis through certain
broker dealers at any time not to exceed $2 billion. Amounts available under the program may be borrowed, repaid and re-borrowed from time to time. The
net proceeds of issuances have been and are expected to be used for general corporate purposes. The maximum principal amount outstanding at any one time
during the year ended December 31, 2018 was $923 million, with $645 million outstanding at December 31, 2018 compared to $150 million outstanding at
December 31, 2017. The outstanding commercial paper at December 31, 2018 had a weighted average annual interest rate of 3.06%.

Term Note

In November 2018, we entered into a $1.0 billion term note agreement with a bank at a variable rate of interest due within one year. We may elect to
incur interest at either the bank's base rate or LIBOR plus 115 basis points. The base rate is defined as the higher of the daily federal funds rate plus 50 basis
points; or the bank's prime rate; or LIBOR plus 100 basis points. The interest rate in effect at December 31, 2018 was 3.67%. The note is prepayable without
penalty. Proceeds were primarily used to fund the November 2018 accelerated stock repurchase agreement. We repaid $350 million prior to December 31,
2018. The term note shares the customary terms and provisions as well as financial covenants of our Credit Agreement, as discussed above.

13. EMPLOYEE BENEFIT PLANS

Employee Savings Plan

We have defined contribution retirement savings plans covering eligible employees which include matching contributions based on the amount of our
employees’ contributions to the plans. The cost of these plans amounted to approximately $197 million in 2018, $217 million in 2017, and $196 million in
2016. The Company’s cash match is invested pursuant to the participant’s contribution direction. Based on the closing price of our common stock of $286.48
on December 31, 2018, approximately 12% of the retirement and savings plan’s assets were invested in our common stock, or approximately 1.8 million
shares, representing approximately 1.3% of the shares outstanding as of
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December 31, 2018. At December 31, 2018, approximately 2.0 million shares of our common stock were reserved for issuance under our defined contribution
retirement savings plans.

Stock-Based Compensation

We have plans under which options to purchase our common stock and restricted stock units have been granted to executive officers, directors and key
employees. Awards generally require both a change in control and termination of employment within 2 years of the date of the change in control to accelerate
the vesting, including those granted to retirement-eligible participants.

The terms and vesting schedules for stock-based awards vary by type of grant. Generally, the awards vest upon time-based conditions. We have also
granted awards to certain employees that vest upon a combination of time and performance-based conditions. The stock awards of retirement-eligible
participants are generally earned ratably over the service period for each tranche. Accordingly, upon retirement the earned portion of the current tranche will
continue to vest on the originally scheduled vest date and any remaining unearned portion of the award will be forfeited. Our equity award program includes
a retirement provision that generally treats employees with a combination of age and years of services with the Company totaling 65 or greater, with a
minimum required age of 55 and a minimum requirement of 5 years of service, as retirement-eligible. Upon exercise, stock-based compensation awards are
settled with authorized but unissued company stock or treasury stock.

The compensation expense that has been charged against income for these plans was as follows for the years ended December 31, 2018, 2017, and 2016:

 2018  2017  2016
 (in millions)

Stock-based compensation expense by type:      
Restricted stock $ 124  $ 145  $ 106
Stock options 13  12  9

Total stock-based compensation expense 137  157  115
Tax benefit recognized (21)  (32)  (20)

Stock-based compensation expense, net of tax $ 116  $ 125  $ 95

Stock-based compensation expense for certain restricted stock in 2017 included a $29 million modification expense for certain awards.

The tax benefit recognized in our consolidated financial statements is based on the amount of compensation expense recorded for book purposes, subject
to limitations on the deductibility of annual compensation in excess of $500,000 per employee as mandated by the Health Care Reform Law. The actual tax
benefit realized in our tax return is based on the intrinsic value, or the excess of the market value over the exercise or purchase price, of stock options
exercised and restricted stock vested during the period, subject to limitations on the deductibility of annual compensation in excess of $500,000 per
employee as mandated by the Health Care Reform Law. The actual tax benefit realized for the deductions taken on our tax returns from option exercises and
restricted stock vesting totaled $49 million in 2018, $68 million in 2017, and $53 million in 2016. There was no capitalized stock-based compensation
expense during these years.

At December 31, 2018, there were 13.1 million shares reserved for stock award plans. These reserved shares included giving effect to, under the 2011
Plan, 4.7 million shares of common stock available for future grants assuming all stock options were granted or 2.0 million shares available for future grants
assuming all restricted stock were granted. Shares may be issued from authorized but unissued company stock or treasury stock.
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Restricted Stock

Restricted stock is granted with a fair value equal to the market price of our common stock on the date of grant and generally vests in equal annual
tranches over a three year period from the date of grant. Certain of our restricted stock grants also include performance-based conditions generally associated
with return on invested capital and strategic membership growth. Restricted stock units have forfeitable dividend equivalent rights equal to the dividend
paid on common stock. The weighted-average grant date fair value of our restricted stock was $276.62 in 2018, $222.35 in 2017, and $168.12 in 2016.
Activity for our restricted stock was as follows for the year ended December 31, 2018:

 Shares  

Weighted-
Average

Grant-Date
Fair Value

 (shares in thousands)

Nonvested restricted stock at December 31, 2017 1,653  $ 171.68
Granted 576  276.62
Vested (1,045)  185.82
Forfeited (220)  180.83

Nonvested restricted stock at December 31, 2018 964  $ 213.99

Approximately 12% of the nonvested restricted stock at December 31, 2018 included performance-based conditions.

The fair value of shares vested was $298 million during 2018, $306 million during 2017, and $253 million during 2016. Total compensation expense
not yet recognized related to nonvested restricted stock was $156 million at December 31, 2018. We expect to recognize this compensation expense over a
weighted-average period of approximately 1.8 years. There are no other contractual terms covering restricted stock once vested.

Stock Options

Stock options are granted with an exercise price equal to the fair market value of the underlying common stock on the date of grant. Our stock plans, as
approved by the Board of Directors and stockholders, define fair market value as the average of the highest and lowest stock prices reported on the composite
tape by the New York Stock Exchange on a given date. Exercise provisions vary, but most options vest in whole or in part 1 to 3 years after grant and expire 7
years after grant.

The weighted-average fair value of each option granted during 2018, 2017, and 2016 is provided below. The fair value was estimated on the date of
grant using the Black-Scholes pricing model with the weighted-average assumptions indicated below:

 2018  2017  2016

Weighted-average fair value at grant date $ 63.67  $ 49.81  $ 37.12
Expected option life (years) 4.1 years  4.1 years  4.2 years
Expected volatility 26.1%  27.1%  27.6%
Risk-free interest rate at grant date 2.5%  2.0%  1.1%
Dividend yield 0.7%  0.7%  0.7%

When valuing employee stock options, we stratify the employee population into three homogeneous groups that historically have exhibited similar
exercise behaviors. These groups are executive officers, directors, and all other employees. We value the stock options based on the unique assumptions for
each of these employee groups.
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We calculate the expected term for our employee stock options based on historical employee exercise behavior and base the risk-free interest rate on a
traded zero-coupon U.S. Treasury bond with a term substantially equal to the option’s expected term.

The volatility used to value employee stock options is based on historical volatility. We calculate historical volatility using a simple-average
calculation methodology based on daily price intervals as measured over the expected term of the option.

Activity for our option plans was as follows for the year ended December 31, 2018:

 
Shares  Under

Option  
Weighted-Average

Exercise Price
 (shares in thousands)

Options outstanding at December 31, 2017 863  $ 181.44
Granted 143  276.01
Exercised (320)  157.44
Forfeited (9)  150.59

Options outstanding at December 31, 2018 677  $ 213.17
Options exercisable at December 31, 2018 178  $ 180.76

As of December 31, 2018, outstanding stock options, substantially all of which are expected to vest, had an aggregate intrinsic value of $48 million, and
a weighted-average remaining contractual term of 5 years. As of December 31, 2018, exercisable stock options had an aggregate intrinsic value of $19
million, and a weighted-average remaining contractual term of 4.1 years. The total intrinsic value of stock options exercised during 2018 was $43 million,
compared with $44 million during 2017 and $18 million during 2016. Cash received from stock option exercises totaled $50 million in 2018, $63 million in
2017, and $14 million in 2016.

Total compensation expense not yet recognized related to nonvested options was $14 million at December 31, 2018. We expect to recognize this
compensation expense over a weighted-average period of approximately 1.7 years.

14. EARNINGS PER COMMON SHARE COMPUTATION

Detail supporting the computation of basic and diluted earnings per common share was as follows for the years ended December 31, 2018, 2017 and
2016:

 2018  2017  2016

 

(dollars in millions, except per
common share results, number of

shares/options in thousands)

Net income available for common stockholders $ 1,683  $ 2,448  $ 614
Weighted-average outstanding shares of common stock used to 
compute basic earnings per common share 137,486  144,493  149,375
Dilutive effect of:      

Employee stock options 194  172  219
Restricted stock 723  920  1,323

Shares used to compute diluted earnings per common share 138,403  145,585  150,917
Basic earnings per common share $ 12.24  $ 16.94  $ 4.11
Diluted earnings per common share $ 12.16  $ 16.81  $ 4.07
Number of antidilutive stock options and restricted stock awards 
excluded from computation 223  539  748
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15. STOCKHOLDERS’ EQUITY

Dividends

The following table provides details of dividend payments, excluding dividend equivalent rights, in 2016, 2017, and 2018 under our Board approved
quarterly cash dividend policy:

Payment
Date  

Amount
per Share  

Total
Amount

    (in millions)

2016  $1.16  $172
2017  $1.49  $216
2018  $1.90  $262

O n November 2, 2018, the Board declared a cash dividend of $0.50 per share that was paid on January 25, 2019 to stockholders of record on
December 31, 2018, for an aggregate amount of $68 million. Declaration and payment of future quarterly dividends is at the discretion of our Board and may
be adjusted as business needs or market conditions change.

In February 2019, the Board declared a cash dividend of $0.55 per share payable on April 26, 2019 to stockholders of record on March 29, 2019.

Stock Repurchases

Our Board of Directors may authorize the purchase of our common shares. Under our share repurchase authorization, shares may have been purchased
from time to time at prevailing prices in the open market, by block purchases, through plans designed to comply with Rule 10b5-1 under the Securities
Exchange Act of 1934, as amended, or in privately-negotiated transactions (including pursuant to accelerated share repurchase agreements with investment
banks), subject to certain regulatory restrictions on volume, pricing, and timing.

On February 14, 2017, our Board of Directors authorized the repurchase of up to $2.25 billion of our common shares expiring on December 31, 2017,
exclusive of shares repurchased in connection with employee stock plans.

On February 16, 2017, we entered into an accelerated share repurchase agreement, the February 2017 ASR, with Goldman, Sachs & Co. LLC, or Goldman
Sachs, to repurchase $1.5 billion of our common stock as part of the $2.25 billion share repurchase authorized on February 14, 2017. On February 22, 2017,
we made a payment of $1.5 billion to Goldman Sachs from available cash on hand and received an initial delivery of 5.83 million shares of our common
stock from Goldman Sachs based on the then current market price of Humana common stock. The payment to Goldman Sachs was recorded as a reduction to
stockholders’ equity, consisting of a $1.2 billion increase in treasury stock, which reflected the value of the initial 5.83 million shares received upon initial
settlement, and a $300 million decrease in capital in excess of par value, which reflected the value of stock held back by Goldman Sachs pending final
settlement of the February 2017 ASR. Upon settlement of the February 2017 ASR on August 28, 2017, we received an additional 0.84 million shares as
determined by the average daily volume weighted-average share price of our common stock during the term of the agreement of $224.81, less a discount and
subject to adjustments pursuant to the terms and conditions of the February 2017 ASR, bringing the total shares received under this program to 6.67 million.
In addition, upon settlement we reclassified the $300 million value of stock initially held back by Goldman Sachs from capital in excess of par value to
treasury stock. Subsequent to settlement of the February 2017 ASR, we repurchased an additional 3.04 million shares in the open market, utilizing the
remaining $750 million of the $2.25 billion authorization prior to expiration.

On December 14, 2017, our Board of Directors authorized the repurchase of up to $3.0 billion of our common shares expiring on December 31, 2020,
exclusive of shares repurchased in connection with employee stock plans.
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On December 21, 2017, we entered into an accelerated stock repurchase agreement, the December 2017 ASR, with Bank of America, N.A., or BofA, to
repurchase $1.0 billion of our common stock as part of the $3.0 billion share repurchase program authorized on December 14, 2017. On December 22, 2017,
we made a payment of $1.0 billion to BofA from available cash on hand and received an initial delivery of 3.28 million shares of our common stock from
BofA based on the then current market price of Humana common stock. The payment to BofA was recorded as a reduction to stockholders’ equity, consisting
of an $800 million increase in treasury stock, which reflected the value of the initial 3.28 million shares received upon initial settlement, and a $200 million
decrease in capital in excess of par value, which reflected the value of stock held back by BofA pending final settlement of the December 2017 ASR. Upon
settlement of the ASR on March 26, 2018, we received an additional 0.46 million shares as determined by the average daily volume weighted-average share
price of our common stock during the term of the ASR Agreement of $267.55, bringing the total shares received under this program to 3.74 million. In
addition, upon settlement we reclassified the $200 million value of stock initially held back by BofA from capital in excess of par value to treasury stock.

On November 28, 2018, we entered into an accelerated stock repurchase agreement, the November 2018 ASR, with Goldman Sachs to repurchase $750
million of our common stock as part of the $3.0 billion share repurchase program authorized by the Board of Directors on December 14, 2017. On November
29, 2018, we made a payment of $750 million to Goldman Sachs from available cash on hand and received an initial delivery of 1.94 million shares of our
common stock from Goldman Sachs. The payment to Goldman Sachs was recorded as a reduction to stockholders’ equity, consisting of a $600 million
increase in treasury stock, which reflects the value of the initial 1.94 million shares received upon initial settlement, and a $150 million decrease in capital in
excess of par value, which reflected the value of stock held back by Goldman Sachs pending final settlement of the November 2018 ASR. The final number of
shares that we may receive, or be required to remit, under the agreement will be determined based on the daily volume-weighted average share price of our
common stock over the term of the agreement, less a discount and subject to adjustments pursuant to the terms and conditions of the agreement. Final
settlement under the November 2018 ASR is expected to occur by the end of the first quarter of 2019. The agreement contains provisions customary for
agreements of this type, including provisions for adjustments to the transaction terms upon certain specified events, the circumstances generally under which
final settlement may be accelerated or extended or the agreement may be terminated early by Goldman Sachs or Humana, and various acknowledgments and
representations made by the parties to each other. At final settlement, under certain circumstances, we may be entitled to receive additional shares of our
common stock from Goldman Sachs or we may be required to make a payment. If we are obligated to make payment, we may elect to satisfy such obligation
in cash or shares of our common stock.

Our remaining repurchase authorization was approximately $1,176 million as of February 21, 2019, excluding the $150 million pending final settlement
of our November 28, 2018 ASR.

Excluding shares acquired in connection with employee stock plans, share repurchases were as follows during the years ended December 31, 2018, 2017
and 2016.

     

    2018  2017  2016  

Authorization Date  
Purchase Not

to Exceed  Shares  Cost  Shares  Cost  Shares  Cost  
  (in millions)  
February 2017  2,250  —  —  9.71  2,250  —  —  
December 2017  3,000  3.07  1,024  3.28  800  —  —  
Total repurchases    3.07  $1,024  12.99  $3,050  —  $ —  

In connection with employee stock plans, we acquired 0.4 million common shares for $116 million in 2018, 0.5 million common shares for $115 million
in 2017, and 0.6 million common shares for $104 million in 2016.
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Regulatory Requirements

Certain of our subsidiaries operate in states that regulate the payment of dividends, loans, or other cash transfers to Humana Inc., our parent company,
and require minimum levels of equity as well as limit investments to approved securities. The amount of dividends that may be paid to Humana Inc. by these
subsidiaries, without prior approval by state regulatory authorities, or ordinary dividends, is limited based on the entity’s level of statutory income and
statutory capital and surplus. If the dividend, together with other dividends paid within the preceding twelve months, exceeds a specified statutory limit or is
paid from sources other than earned surplus, it is generally considered an extraordinary dividend requiring prior regulatory approval. In most states, prior
notification is provided before paying a dividend even if approval is not required.

Although minimum required levels of equity are largely based on premium volume, product mix, and the quality of assets held, minimum requirements
vary significantly at the state level. Our state regulated insurances subsidiaries had aggregate statutory capital and surplus of approximately $7.6 billion and
$8.0 billion as of December 31, 2018 and 2017, respectively, which exceeded aggregate minimum regulatory requirements of $5.2 billion and $4.8 billion,
respectively. The amount of ordinary dividends that may be paid to our parent company in 2019 is approximately $1 billion in the aggregate. The amount,
timing and mix of ordinary and extraordinary dividend payments will vary due to state regulatory requirements, the level of excess statutory capital and
surplus and expected future surplus requirements related to, for example, premium volume and product mix. Actual dividends that were paid to our parent
company were approximately $2.3 billion in 2018, $1.4 billion in 2017, and $0.8 billion in 2016.

16. COMMITMENTS, GUARANTEES AND CONTINGENCIES

Leases

We lease facilities, computer hardware, and other furniture and equipment under long-term operating leases that are noncancelable and expire on various
dates through 2046. We sublease facilities or partial facilities to third party tenants for space not used in our operations. Rent with scheduled escalation terms
are accounted for on a straight-line basis over the lease term. Rent expense and sublease rental income, which are recorded net as an operating cost, for all
operating leases were as follows for the years ended December 31, 2018, 2017 and 2016:

 2018  2017  2016
 (in millions)

Rent expense $ 167  $ 204  $ 179
Sublease rental income (32)  (33)  (26)

Net rent expense $ 135  $ 171  $ 153

Future annual minimum payments due subsequent to December 31, 2018 under all of our noncancelable operating leases with initial terms in excess of
one year are as follows:

 

Minimum
Lease

Payments  

Sublease
Rental

Receipts  
Net  Lease

Commitments
 (in millions)

For the years ending December 31,:      
2019 $ 147  $ (13)  $ 134
2020 113  (12)  101
2021 96  (10)  86
2022 79  (9)  70
2023 34  (9)  25
Thereafter 50  (23)  27

Total $ 519  $ (76)  $ 443
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Purchase Obligations

We have agreements to purchase services, primarily information technology related services, or to make improvements to real estate, in each case that are
enforceable and legally binding on us and that specify all significant terms, including: fixed or minimum levels of service to be purchased; fixed, minimum
or variable price provisions; and the appropriate timing of the transaction. We have purchase obligation commitments of $240 million in 2019, $201 million
in 2020, $136 million in 2021, $98 million in 2022, and $61 million in 2023. Purchase obligations exclude agreements that are cancelable without penalty.

Off-Balance Sheet Arrangements

As part of our ongoing business, we do not participate or knowingly seek to participate in transactions that generate relationships with unconsolidated
entities or financial partnerships, such as entities often referred to as structured finance or special purpose entities, or SPEs, which would have been
established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes. As of December 31, 2018, we were
not involved in any SPE transactions.

Guarantees and Indemnifications

Through indemnity agreements approved by the state regulatory authorities, certain of our regulated subsidiaries generally are guaranteed by Humana
Inc., our parent company, in the event of insolvency for (1) member coverage for which premium payment has been made prior to insolvency; (2) benefits for
members then hospitalized until discharged; and (3) payment to providers for services rendered prior to insolvency. Our parent also has guaranteed the
obligations of our military services subsidiaries and funding to maintain required statutory capital levels of certain regulated subsidiaries.

In the ordinary course of business, we enter into contractual arrangements under which we may agree to indemnify a third party to such arrangement from
any losses incurred relating to the services they perform on behalf of us, or for losses arising from certain events as defined within the particular contract,
which may include, for example, litigation or claims relating to past performance. Such indemnification obligations may not be subject to maximum loss
clauses. Historically, payments made related to these indemnifications have been immaterial.

Government Contracts

Our Medicare products, which accounted for approximately 80% of our total premiums and services revenue for the year ended December 31, 2018,
primarily consisted of products covered under the Medicare Advantage and Medicare Part D Prescription Drug Plan contracts with the federal government.
These contracts are renewed generally for a calendar year term unless CMS notifies us of its decision not to renew by May 1 of the calendar year in which the
contract would end, or we notify CMS of our decision not to renew by the first Monday in June of the calendar year in which the contract would end. All
material contracts between Humana and CMS relating to our Medicare products have been renewed for 2019, and all of our product offerings filed with CMS
for 2019 have been approved.

CMS uses a risk-adjustment model which adjusts premiums paid to Medicare Advantage, or MA, plans according to health status of covered members.
The risk-adjustment model, which CMS implemented pursuant to the Balanced Budget Act of 1997 (BBA) and the Benefits Improvement and Protection Act
of 2000 (BIPA), generally pays more where a plan's membership has higher expected costs. Under this model, rates paid to MA plans are based on actuarially
determined bids, which include a process whereby our prospective payments are based on our estimated cost of providing standard Medicare-covered
benefits to an enrollee with a "national average risk profile." That baseline payment amount is adjusted to reflect the health status of our enrolled
membership. Under the risk-adjustment methodology, all MA plans must collect and submit the necessary diagnosis code information from hospital
inpatient, hospital outpatient, and physician providers to CMS within prescribed deadlines. The CMS risk-adjustment model uses the diagnosis data to
calculate the risk-adjusted premium payment to MA plans, which CMS adjusts for coding pattern differences between the health plans and the government
fee-for-service program. We generally rely on providers, including certain providers in our network who are our employees, to code their claim submissions
with appropriate diagnoses, which we send to CMS as the basis for our payment received from CMS under the actuarial risk-adjustment model. We also rely
on these
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providers to document appropriately all medical data, including the diagnosis data submitted with claims. In addition, we conduct medical record reviews as
part of our data and payment accuracy compliance efforts, to more accurately reflect diagnosis conditions under the risk adjustment model. These compliance
efforts include the internal contract level audits described in more detail below, as well as ordinary course reviews of our internal business processes.

CMS is phasing-in the process of calculating risk scores using diagnoses data from the Risk Adjustment Processing System, or RAPS, to diagnoses data
from the Encounter Data System, or EDS. The RAPS process requires MA plans to apply a filter logic based on CMS guidelines and only submit diagnoses
that satisfy those guidelines. For submissions through EDS, CMS requires MA plans to submit all the encounter data and CMS will apply the risk adjustment
filtering logic to determine the risk scores. For 2018, 15% of the risk score was calculated from claims data submitted through EDS. In 2019 and 2020 CMS
will increase that percentage to 25% and 50%, respectively. The phase-in from RAPS to EDS could result in different risk scores from each dataset as a result
of plan processing issues, CMS processing issues, or filtering logic differences between RAPS and EDS, and could have a material adverse effect on our
results of operations, financial position, or cash flows.

CMS and the Office of the Inspector General of Health and Human Services, or HHS-OIG, are continuing to perform audits of various companies’ selected
MA contracts related to this risk adjustment diagnosis data. We refer to these audits as Risk-Adjustment Data Validation Audits, or RADV audits. RADV
audits review medical records in an attempt to validate provider medical record documentation and coding practices which influence the calculation of
premium payments to MA plans.

In 2012, CMS released a “Notice of Final Payment Error Calculation Methodology for Part C Medicare Advantage Risk Adjustment Data Validation
(RADV) Contract-Level Audits.” The payment error calculation methodology provided that, in calculating the economic impact of audit results for an MA
contract, if any, the results of the RADV audit sample would be extrapolated to the entire MA contract after a comparison of the audit results to a similar audit
of Medicare FFS (we refer to the process of accounting for errors in FFS claims as the "FFS Adjuster"). This comparison of RADV audit results to the FFS error
rate is necessary to determine the economic impact, if any, of RADV audit results because the government used the Medicare FFS program data set, including
any attendant errors that are present in that data set, to estimate the costs of various health status conditions and to set the resulting adjustments to MA plans’
payment rates in order to establish actuarial equivalence in payment rates as required under the Medicare statute. CMS already makes other adjustments to
payment rates based on a comparison of coding pattern differences between MA plans and Medicare FFS data (such as for frequency of coding for certain
diagnoses in MA plan data versus the Medicare FFS program dataset).

The final RADV extrapolation methodology, including the first application of extrapolated audit results to determine audit settlements, is expected to be
applied to CMS RADV contract level audits conducted for contract year 2011 and subsequent years. CMS is currently conducting RADV contract level
audits for certain of our Medicare Advantage plans.

Estimated audit settlements are recorded as a reduction of premiums revenue in our consolidated statements of income, based upon available
information. We perform internal contract level audits based on the RADV audit methodology prescribed by CMS. Included in these internal contract level
audits is an audit of our Private Fee-For Service business which we used to represent a proxy of the FFS Adjuster which has not yet been finalized. We based
our accrual of estimated audit settlements for each contract year on the results of these internal contract level audits and update our estimates as each audit is
completed. Estimates derived from these results were not material to our results of operations, financial position, or cash flows. We report the results of these
internal contract level audits to CMS, including identified overpayments, if any.

On October 26, 2018, CMS issued a proposed rule and accompanying materials (which we refer to as the “Proposed Rule”) related to, among other
things, the RADV audit methodology described above. If implemented, the Proposed Rule would use extrapolation in RADV audits applicable to payment
year 2011 contract-level audits and all subsequent audits, without the application of a FFS Adjuster to audit findings. We are studying the Proposed Rule and
CMS’ underlying analysis contained therein. We believe, however, that the Proposed Rule fails to address adequately the statutory requirement of actuarial
equivalence, and we expect to provide substantive comments to CMS on the Proposed
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Rule as part of the notice-and-comment rulemaking process. We are also evaluating the potential impact of the Proposed Rule, and any related regulatory,
industry or company reactions, all or any of which could have a material adverse effect on our results of operations, financial position, or cash flows.

In addition, as part of our internal compliance efforts, we routinely perform ordinary course reviews of our internal business processes related to, among
other things, our risk coding and data submissions in connection with the risk- adjustment model. These reviews may also result in the identification of errors
and the submission of corrections to CMS, that may, either individually or in the aggregate, be material. As such, the result of these reviews may have a
material adverse effect on our results of operations, financial position, or cash flows.

We believe that CMS' statements and policies regarding the requirement to report and return identified overpayments received by MA plans are
inconsistent with CMS' 2012 RADV audit methodology, and the Medicare statute's requirements. These statements and policies, such as certain statements
contained in the preamble to CMS’ final rule release regarding Medicare Advantage and Part D prescription drug benefit program regulations for Contract
Year 2015 (which we refer to as the "Overpayment Rule"), and the Proposed Rule, appear to equate each Medicare Advantage risk adjustment data error with
an “overpayment” without addressing the principles underlying the FFS Adjuster referenced above. On September 7, 2018, the Federal District Court for the
District of Columbia vacated CMS's Overpayment Rule, concluding that it violated the Medicare statute, including the requirement for actuarial equivalence,
and that the Overpayment Rule was also arbitrary and capricious in departing from CMS's RADV methodology without adequate explanation (among other
reasons). CMS has filed a motion for reconsideration related to certain aspects of the Federal District Court's opinion and has simultaneously filed a notice to
appeal the decision to the Circuit Court of Appeals.

We will continue to work with CMS to ensure that MA plans are paid accurately and that payment model principles are in accordance with the
requirements of the Social Security Act, which, if not implemented correctly could have a material adverse effect on our results of operations, financial
position, or cash flows.

At December 31, 2018, our military services business, which accounted for approximately 1% of our total premiums and services revenue for the year ended
December 31, 2018, primarily consisted of the TRICARE T2017 East Region contract replacing the 5-year T3 South Region contract that expired on
December 31, 2017. The T2017 East Region contract is a consolidation of the former T3 North and South Regions, comprising thirty-two states and
approximately 6 million TRICARE beneficiaries, under which delivery of health care services commenced on January 1, 2018. The T2017 East Region
contract is a 5-year contract set to expire on December 31, 2022 and is subject to renewals on January 1 of each year during its term at the government's
option.

Our state-based Medicaid business accounted for approximately 4% of our total premiums and services revenue for the year ended December 31, 2018. In
addition to our state-based Temporary Assistance for Needy Families, or TANF, Medicaid contracts in Florida and Kentucky, we have contracts in Florida for
Long Term Support Services (LTSS), and in Illinois for stand-alone dual eligible demonstration programs serving individuals dually eligible for both the
federal Medicare program and the applicable state-based Medicaid program.

The loss of any of the contracts above or significant changes in these programs as a result of legislative or regulatory action, including reductions in
premium payments to us, regulatory restrictions on profitability, including reviews by regulatory bodies that may compare our Medicare Advantage
profitability to our non-Medicare Advantage business profitability, or compare the profitability of various products within our Medicare Advantage business,
and require that they remain within certain ranges of each other, or increases in member benefits without corresponding increases in premium payments to us,
may have a material adverse effect on our results of operations, financial position, and cash flows.

Legal Proceedings and Certain Regulatory Matters

As previously disclosed, the Civil Division of the United States Department of Justice provided us with an information request in December 2014,
concerning our Medicare Part C risk adjustment practices. The request relates to our oversight and submission of risk adjustment data generated by providers
in our Medicare Advantage network, as well as to our business and compliance practices related to risk adjustment data generated by our providers and by
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us, including medical record reviews conducted as part of our data and payment accuracy compliance efforts, the use of health and well-being assessments,
and our fraud detection efforts. We believe that this request for information is in connection with a wider review of Medicare Risk Adjustment generally that
includes a number of Medicare Advantage plans, providers and vendors. We continue to cooperate with and voluntarily respond to the information requests
from the Department of Justice. These matters are expected to result in additional qui tam litigation.

As previously disclosed, on January 19, 2016, an individual filed a qui tam suit captioned United States of America ex rel. Steven Scott v. Humana, Inc.,
in United States District Court, Central District of California, Western Division. The complaint alleges certain civil violations by us in connection with the
actuarial equivalence of the plan benefits under Humana’s Basic PDP plan, a prescription drug plan offered by us under Medicare Part D. The action seeks
damages and penalties on behalf of the United States under the False Claims Act. The court ordered the qui tam action unsealed on September 13, 2017, so
that the relator could proceed, following notice from the U.S. Government that it was not intervening at that time. On January 29, 2018, the suit was
transferred to the United States District Court, Western District of Kentucky, Louisville Division. We take seriously our obligations to comply with
applicable CMS requirements and actuarial standards of practice, and continue to vigorously defend against these allegations since the transfer to the
Western District of Kentucky. We have engaged in active discovery with the relator who has pursed the matter on behalf of the United States for the past year,
and expect that discovery process to conclude in the near future and for the Court to consider our motion for summary judgment.

On November 2, 2017, we filed suit against the United States of America in the United States Court of Federal Claims, on behalf of our health plans
seeking recovery from the federal government of approximately $611 million in payments under the risk corridor premium stabilization program established
under Health Care Reform , for years 2014, 2015 and 2016. Our case has been stayed by the Court, pending resolution of similar cases filed by other insurers.
We have not recognized revenue, nor have we recorded a receivable, for any amount due from the federal government for unpaid risk corridor payments as of
December 31, 2018. We have fully recognized all liabilities due to the federal government that we have incurred under the risk corridor program, and have
paid all amounts due to the federal government as required. There is no assurance that we will prevail in the lawsuit.

Other Lawsuits and Regulatory Matters

Our current and past business practices are subject to review or other investigations by various state insurance and health care regulatory authorities and
other state and federal regulatory authorities. These authorities regularly scrutinize the business practices of health insurance, health care delivery and
benefits companies. These reviews focus on numerous facets of our business, including claims payment practices, statutory capital requirements, provider
contracting, risk adjustment, competitive practices, commission payments, privacy issues, utilization management practices, pharmacy benefits, access to
care, and sales practices, among others. Some of these reviews have historically resulted in fines imposed on us and some have required changes to some of
our practices. We continue to be subject to these reviews, which could result in additional fines or other sanctions being imposed on us or additional changes
in some of our practices.

We also are involved in various other lawsuits that arise, for the most part, in the ordinary course of our business
operations, certain of which may be styled as class-action lawsuits. Among other matters, this litigation may include employment matters, claims of medical
malpractice, bad faith, nonacceptance or termination of providers, anticompetitive practices, improper rate setting, provider contract rate and payment
disputes, including disputes over reimbursement rates required by statute, general contractual matters, intellectual property matters, and challenges to
subrogation practices. Under state guaranty assessment laws, including those related to state cooperative failures in the industry, we may be assessed (up to
prescribed limits) for certain obligations to the policyholders and claimants of insolvent insurance companies that write the same line or lines of business as
we do.

As a government contractor, we may also be subject to qui tam litigation brought by individuals who seek to sue on behalf of the government, alleging
that the government contractor submitted false claims to the government including, among other allegations, those resulting from coding and review
practices under the Medicare risk adjustment model. Qui tam litigation is filed under seal to allow the government an opportunity to investigate and to
decide if it wishes to intervene and assume control of the litigation. If the government does not intervene, the individual may continue to
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prosecute the action on his or her own, on behalf of the government. We also are subject to other allegations of non-performance of contractual obligations to
providers, members, and others, including failure to properly pay claims, improper policy terminations, challenges to our implementation of the Medicare
Part D prescription drug program and other litigation.

A limited number of the claims asserted against us are subject to insurance coverage. Personal injury claims, claims for extra contractual damages, care
delivery malpractice, and claims arising from medical benefit denials are covered by insurance from our wholly owned captive insurance subsidiary and
excess carriers, except to the extent that claimants seek punitive damages, which may not be covered by insurance in certain states in which insurance
coverage for punitive damages is not permitted. In addition, insurance coverage for all or certain forms of liability has become increasingly costly and may
become unavailable or prohibitively expensive in the future.

We record accruals for the contingencies discussed in the sections above to the extent that we conclude it is probable that a liability has been incurred
and the amount of the loss can be reasonably estimated. No estimate of the possible loss or range of loss in excess of amounts accrued, if any, can be made at
this time regarding the matters specifically described above because of the inherently unpredictable nature of legal proceedings, which also may be
exacerbated by various factors, including: (i) the damages sought in the proceedings are unsubstantiated or indeterminate; (ii) discovery is not complete;
(iii) the proceeding is in its early stages; (iv) the matters present legal uncertainties; (v) there are significant facts in dispute; (vi) there are a large number of
parties (including where it is uncertain how liability, if any, will be shared among multiple defendants); or (vii) there is a wide range of potential outcomes.

The outcome of any current or future litigation or governmental or internal investigations, including the matters described above, cannot be accurately
predicted, nor can we predict any resulting judgments, penalties, fines or other sanctions that may be imposed at the discretion of federal or state regulatory
authorities or as a result of actions by third parties. Nevertheless, it is reasonably possible that any such outcome of litigation, judgments, penalties, fines or
other sanctions could be substantial, and the outcome of these matters may have a material adverse effect on our results of operations, financial position, and
cash flows, and may also affect our reputation.

17. SEGMENT INFORMATION

We manage our business with four reportable segments: Retail, Group and Specialty, Healthcare Services, and Individual Commercial. In addition, the
Other Businesses category includes businesses that are not individually reportable because they do not meet the quantitative thresholds required by
generally accepted accounting principles. These segments are based on a combination of the type of health plan customer and adjacent businesses centered
on well-being solutions for our health plans and other customers, as described below. These segment groupings are consistent with information used by our
Chief Executive Officer to assess performance and allocate resources.

The Retail segment consists of Medicare benefits, marketed to individuals or directly via group Medicare accounts. In addition, the Retail segment also
includes our contract with CMS to administer the Limited Income Newly Eligible Transition, or LI-NET, prescription drug plan program and contracts with
various states to provide Medicaid, dual eligible, and Long-Term Support Services benefits, which we refer to collectively as our state-based contracts. The
Group and Specialty segment consists of employer group commercial fully-insured medical and specialty health insurance benefits marketed to individuals
and employer groups, including dental, vision, and other supplemental health benefits, as well as administrative services only, or ASO products. In addition,
our Group and Specialty segment includes military services business, primarily our TRICARE T2017 East Region contract. The Healthcare Services segment
includes our services offered to our health plan members as well as to third parties, including pharmacy solutions, provider services, and clinical care service,
such as home health and other services and capabilities to promote wellness and advance population health, including our investment in Kindred at Home.
The Individual Commercial segment consisted of our individual commercial fully-insured medical health insurance business, which we exited beginning
January 1, 2018. We report under the category of Other Businesses those businesses that do not align with the reportable segments described above, primarily
our closed-block long-term care insurance policies, which were sold in 2018.

Our Healthcare Services intersegment revenues primarily relate to managing prescription drug coverage for members of our other segments through
Humana Pharmacy Solutions®, or HPS, and includes the operations of Humana
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Pharmacy, Inc., our mail order pharmacy business. These revenues consist of the prescription price (ingredient cost plus dispensing fee), including the portion
to be settled with the member (co-share) or with the government (subsidies), plus any associated administrative fees. Services revenues related to the
distribution of prescriptions by third party retail pharmacies in our networks are recognized when the claim is processed and product revenues from
dispensing prescriptions from our mail order pharmacies are recorded when the prescription or product is shipped. Our pharmacy operations, which are
responsible for designing pharmacy benefits, including defining member co-share responsibilities, determining formulary listings, contracting with retail
pharmacies, confirming member eligibility, reviewing drug utilization, and processing claims, act as a principal in the arrangement on behalf of members in
our other segments. As principal, our Healthcare Services segment reports revenues on a gross basis, including co-share amounts from members collected by
third party retail pharmacies at the point of service.

In addition, our Healthcare Services intersegment revenues include revenues earned by certain owned providers derived from risk-based and non-risk-
based managed care agreements with our health plans. Under risk based agreements, the provider receives a monthly capitated fee that varies depending on
the demographics and health status of the member, for each member assigned to these owned providers by our health plans. The owned provider assumes the
economic risk of funding the assigned members’ healthcare services. Under non risk-based agreements, our health plans retain the economic risk of funding
the assigned members' healthcare services. Our Healthcare Services segment reports provider services revenues associated with risk-based agreements on a
gross basis, whereby capitation fee revenue is recognized in the period in which the assigned members are entitled to receive healthcare services. Provider
services revenues associated with non-risk-based agreements are presented net of associated healthcare costs.

We present our consolidated results of operations from the perspective of the health plans. As a result, the cost of providing benefits to our members,
whether provided via a third party provider or internally through a stand-alone subsidiary, is classified as benefits expense and excludes the portion of the
cost for which the health plans do not bear responsibility, including member co-share amounts and government subsidies of $13.4 billion in 2018, $13.5
billion in 2017, and $13.4 billion in 2016. In addition, depreciation and amortization expense associated with certain businesses in our Healthcare Services
segment delivering benefits to our members, primarily associated with our provider services and pharmacy operations, are included with benefits expense.
The amount of this expense was $129 million in 2018, $107 million in 2017, and $111 million in 2016.

Other than those described previously, the accounting policies of each segment are the same and are described in Note 2. Transactions between
reportable segments primarily consist of sales of services rendered by our Healthcare Services segment, primarily pharmacy, provider, and clinical care
services, to our Retail and Group and Specialty segment customers. Intersegment sales and expenses are recorded at fair value and eliminated in
consolidation. Members served by our segments often use the same provider networks, enabling us in some instances to obtain more favorable contract terms
with providers. Our segments also share indirect costs and assets. As a result, the profitability of each segment is interdependent. We allocate most operating
expenses to our segments. Assets and certain corporate income and expenses are not allocated to the segments, including the portion of investment income
not supporting segment operations, interest expense on corporate debt, and certain other corporate expenses. These items are managed at a corporate level.
These corporate amounts are reported separately from our reportable segments and are included with intersegment eliminations in the tables presenting
segment results below.
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

 Retail  
Group and
Specialty  

Healthcare
Services  

Individual
Commercial  

Other
Businesses  

Eliminations/
Corporate  Consolidated

 (in millions)
2018              
External revenues

Premiums:              
Individual Medicare Advantage $ 35,656  $ —  $ —  $ —  $ —  $ —  $ 35,656
Group Medicare Advantage 6,103  —  —  —  —  —  6,103
Medicare stand-alone PDP 3,584  —  —  —  —  —  3,584

Total Medicare 45,343  —  —  —  —  —  45,343
Fully-insured 510  5,444  —  8  —  —  5,962
Specialty —  1,359  —  —  —  —  1,359
Medicaid and other 2,255  —  —  —  22  —  2,277

Total premiums 48,108  6,803  —  8  22  —  54,941
Services revenue:        

Provider —  —  404  —  —  —  404
ASO and other 11  835  —  —  4  —  850
Pharmacy —  —  203  —  —  —  203

Total services revenue 11  835  607  —  4  —  1,457
Total external revenues 48,119  7,638  607  8  26  —  56,398
Intersegment revenues              

Services —  18  16,840  —  —  (16,858)  —
Products —  —  6,330  —  —  (6,330)  —

Total intersegment revenues —  18  23,170  —  —  (23,188)  —
Investment income 136  23  34  —  110  211  514

Total revenues 48,255  7,679  23,811  8  136  (22,977)  56,912
Operating expenses:        

Benefits 40,925  5,420  —  (70)  77  (470)  45,882
Operating costs 5,327  1,810  22,905  4  6  (22,527)  7,525
Depreciation and amortization 270  88  163  —  —  (116)  405

Total operating expenses 46,522  7,318  23,068  (66)  83  (23,113)  53,812
Income from operations 1,733  361  743  74  53  136  3,100
Loss on sale of business —  —  —  —  —  786  786
Interest expense —  —  —  —  —  218  218
Other expense, net —  —  —  —  —  33  33
Income (loss) before income taxes and
equity in earnings 1,733  361  743  74  53  (901)  2,063
Equity in net earnings of Kindred at
Home —  —  11  —  —  —  11
Segment earnings (losses) $ 1,733  $ 361  $ 754  $ 74  $ 53  $ (901)  $ 2,074

Premium and services revenues derived from our contracts with the federal government, as a percentage of our total premium and services revenues, was
approximately 81% for 2018, compared to 79% for 2017, and 75% for 2016.
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

 Retail  
Group and
Specialty  

Healthcare
Services  

Individual
Commercial  

Other
Businesses  

Eliminations/
Corporate  Consolidated

 (in millions)
2017              
Revenues—external customers

Premiums:              
Individual Medicare Advantage $ 32,720  $ —  $ —  $ —  $ —  $ —  $ 32,720
Group Medicare Advantage 5,155  —  —  —  —  —  5,155
Medicare stand-alone PDP 3,702  —  —  —  —  —  3,702

Total Medicare 41,577  —  —  —  —  —  41,577
Fully-insured 478  5,462  —  947  —  —  6,887
Specialty —  1,310  —  —  —  —  1,310
Medicaid and other 2,571  —  —  —  35  —  2,606

Total premiums 44,626  6,772  —  947  35  —  52,380
Services revenue:              

Provider —  —  258  —  —  —  258
ASO and other 10  626  —  —  8  —  644
Pharmacy —  —  80  —  —  —  80

Total services revenue 10  626  338  —  8  —  982
Total revenues—external customers 44,636  7,398  338  947  43  —  53,362
Intersegment revenues              

Services —  20  17,293  —  —  (17,313)  —
Products —  —  6,292  —  —  (6,292)  —

Total intersegment revenues —  20  23,585  —  —  (23,605)  —
Investment income 90  31  35  4  87  158  405

Total revenues 44,726  7,449  23,958  951  130  (23,447)  53,767
Operating expenses:              

Benefits 38,218  5,363  —  544  131  (760)  43,496
Operating costs 4,292  1,590  22,848  201  12  (22,376)  6,567
Merger termination fee and related
costs, net —  —  —  —  —  (936)  (936)
Depreciation and amortization 238  84  143  13  —  (100)  378

Total operating expenses 42,748  7,037  22,991  758  143  (24,172)  49,505
Income (loss) from operations 1,978  412  967  193  (13)  725  4,262
Interest expense —  —  —  —  —  242  242
Income (loss) before income taxes and
equity in earnings 1,978  412  967  193  (13)  483  4,020
Equity in net earnings of Kindred at
Home —  —  —  —  —  —  —
Segment earnings (losses) $ 1,978  $ 412  $ 967  $ 193  $ (13)  $ 483  $ 4,020
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

 Retail  
Group and
Specialty  

Healthcare
Services  

Individual
Commercial  

Other
Businesses  

Eliminations/
Corporate  Consolidated

 (in millions)
2016              
Revenues—external customers

Premiums:              
Individual Medicare Advantage $ 31,863  $ —  $ —  $ —  $ —  $ —  $ 31,863
Group Medicare Advantage 4,283  —  —  —  —  —  4,283
Medicare stand-alone PDP 4,009  —  —  —  —  —  4,009

Total Medicare 40,155  —  —  —  —  —  40,155
Fully-insured 428  5,405  —  3,064  —  —  8,897
Specialty —  1,279  —  —  —  —  1,279
Medicaid and other 2,640  12  —  —  38  —  2,690

Total premiums 43,223  6,696  —  3,064  38  —  53,021
Services revenue:              

Provider —  —  278  —  —  —  278
ASO and other 6  643  1  —  10  —  660
Pharmacy —  —  31  —  —  —  31

Total services revenue 6  643  310  —  10  —  969
Total revenues—external customers 43,229  7,339  310  3,064  48  —  53,990
Intersegment revenues              

Services —  22  18,979  —  —  (19,001)  —
Products —  —  5,993  —  —  (5,993)  —

Total intersegment revenues —  22  24,972  —  —  (24,994)  —
Investment income 90  25  30  5  66  173  389

Total revenues 43,319  7,386  25,312  3,069  114  (24,821)  54,379
Operating expenses:              

Benefits 36,783  5,233  —  3,301  617  (927)  45,007
Operating costs 4,650  1,727  24,073  601  16  (23,894)  7,173
Merger termination fee and related
costs, net —  —  —  —  —  104  104
Depreciation and amortization 196  82  143  36  1  (104)  354

Total operating expenses 41,629  7,042  24,216  3,938  634  (24,821)  52,638
Income (loss) from operations 1,690  344  1,096  (869)  (520)  —  1,741
Gain on sale of business —  —  —  —  —  —  —
Interest expense —  —  —  —  —  189  189
Income (loss) before income taxes and
equity in earnings 1,690  344  1,096  (869)  (520)  (189)  1,552
Equity in net earnings of Kindred at
Home —  —  —  —  —  —  —
Segment earnings (losses) $ 1,690  $ 344  $ 1,096  $ (869)  $ (520)  $ (189)  $ 1,552
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Premiums revenue for our Individual Commercial segment for 2016 includes a reduction of $583 million associated with the write-off of commercial risk
corridor receivables.

Benefits expense for Other Businesses for 2016 includes $505 million for reserve strengthening associated with our closed block of long-term care
insurance policies as discussed more fully in Note 18.

18. EXPENSES ASSOCIATED WITH LONG-DURATION INSURANCE PRODUCTS

Premiums associated with our long-duration insurance products accounted for less than 1% of our consolidated premiums and services revenue for the
year ended December 31, 2018 and 2017. We use long-duration accounting for life insurance, annuities, certain health and other supplemental products and,
prior to its sale in 2018, long-term care policies sold to individuals because they are expected to remain in force for an extended period beyond one year and
because premium received in the earlier years is intended to pay anticipated benefits to be incurred in future years. As a result, we defer policy acquisition
costs, primarily consisting of commissions, and amortize them over the estimated life of the policies in proportion to premiums earned.

In addition, we establish reserves for future policy benefits in recognition of the fact that some of the premium received in the earlier years is intended to
pay anticipated benefits to be incurred in future years. At policy issuance, these reserves are recognized on a net level premium method based on premium
rate increase, interest rate, mortality, morbidity, persistency (the percentage of policies remaining in-force), and maintenance expense assumptions. The
assumptions used to determine the liability for future policy benefits are established and locked in at the time each contract is issued and only change if our
expected future experience deteriorates to the point that the level of the liability, together with the present value of future gross premiums, are not adequate
to provide for future expected policy benefits and maintenance costs (i.e. the loss recognition date). As discussed in Note 2, beginning in 2014, health
policies sold to individuals that conform to the Health Care Reform Law are accounted for under a short-duration model because premiums received in the
current year are intended to pay anticipated benefits in that year.

The table below presents deferred acquisition costs and future policy benefits payable associated with our long-duration insurance products for the years
ended December 31, 2018 and 2017.

 2018  2017

 

Deferred
acquisition

costs  

Future policy
benefits
payable  

Deferred
acquisition

costs  

Future policy
benefits
payable

 (in millions)

Other long-term assets $ 36  $ —  $ 103  $ —
Trade accounts payable and accrued expenses —  —  —  (56)
Long-term liabilities —  (219)  —  (2,923)

Total asset (liability) $ 36  $ (219)  $ 103  $ (2,979)

The decline in the balances of the deferred acquisition costs and future benefits payable reflects the sale of KMG on August 9, 2018. In addition, future
policy benefits payable include amounts of $217 million at December 31, 2018 and $199 million at December 31, 2017 which are subject to 100%
coinsurance agreements as more fully described in Note 19.

Benefit expense reflects no net increase in future policy benefit payable in 2018, a net reduction of $22 million in 2017 and a net increase of $439
million in 2016. The 2016 amount reflects the net change of $505 million associated with our closed block of long-term care insurance policies, which were
sold in 2018 as discussed further below. Amortization of deferred acquisition costs included in operating costs was $48 million in 2018, $71 million in 2017,
and $67 million in 2016.

All three years include the effect of the release of reserves and accelerating deferred acquisition amortization costs of existing previously underwritten
individual commercial medical members transitioning to policies compliant with the Health Care Reform Law. Deferred acquisition costs included $3
million associated with our individual commercial
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

medical policies at December 31, 2017. Future policy benefits payable associated with our individual commercial medical policies were $19 million at
December 31, 2017. There were no remaining balances at December 31, 2018. We have exited our individual commercial medical business effective January
1, 2018.

Future policy benefits payable included $2.3 billion at December 31, 2017 associated with a non-strategic closed block of long-term care insurance
policies acquired in connection with the 2007 acquisition of KMG. As described in Note 3, on August 9, 2018, we completed the sale of KMG. Future policy
benefits payable included amounts charged to accumulated other comprehensive income for an additional liability that would exist on our closed-block of
long-term care insurance policies if unrealized gains on the sale of the investments backing such products had been realized and the proceeds reinvested at
then current yields. There was additional liability of $168 million at December 31, 2017. Amounts charged to accumulated other comprehensive income are
net of applicable deferred taxes.

Long-term care insurance policies provided nursing home and home health coverage for which premiums are collected many years in advance of benefits
paid, if any. Therefore, our actual claims experience will emerge many years after assumptions have been established. The risk of a deviation of the actual
premium rate increase, interest, morbidity, mortality, persistency, and maintenance expense assumptions from those assumed in our reserves were particularly
significant to our closed block of long-term care insurance policies. We monitored the loss experience of these long-term care insurance policies and, when
necessary, applied for premium rate increases through a regulatory filing and approval process in the jurisdictions in which such products were sold. To the
extent premium rate increases, interest rates, and/or loss experience varied from our loss recognition date assumptions, material adjustments to reserves were
required.

During 2016, we recorded a loss for a premium deficiency. The premium deficiency was based on current and anticipated experience that had
deteriorated from our locked-in assumptions from the previous December 31, 2013 loss recognition date, particularly as they related to emerging experience
indicating longer claims duration, a prolonged lower interest rate environment, and an increase in policyholder life expectancies. Based on this deterioration,
we determined that our existing future policy benefits payable, together with the present value of future gross premiums, associated with our closed block of
long-term care insurance policies were not adequate to provide for future policy benefits and maintenance costs under these policies; therefore we unlocked
and modified our assumptions based on current expectations. Accordingly, during 2016 we recorded $505 million of additional benefits expense, with a
corresponding increase in future policy benefits payable of $659 million partially offset by a related reinsurance recoverable of $154 million included in
other long-term assets. During 2017, we performed loss recognition testing comparing our existing future policy benefits payable with the present value of
future gross premiums associated with our closed block of long-term care insurance policies and determined that no premium deficiency existed at December
31, 2017.

19. REINSURANCE

Certain blocks of insurance assumed in acquisitions, primarily life, annuities in run-off status and, prior to its sale in 2018, long-term care, are subject to
reinsurance where some or all of the underwriting risk related to these policies has been ceded to a third party. In addition, a large portion of our reinsurance
takes the form of 100% coinsurance agreements where, in addition to all of the underwriting risk, all administrative responsibilities, including premium
collections and claim payment, have also been ceded to a third party. We acquired these policies and related reinsurance agreements with the purchase of
stock of companies in which the policies were originally written. We acquired these companies for business reasons unrelated to these particular policies,
including the companies’ other products and licenses necessary to fulfill strategic plans.

A reinsurance agreement between two entities transfers the underwriting risk of policyholder liabilities to a reinsurer while the primary insurer retains the
contractual relationship with the ultimate insured. As such, these reinsurance agreements do not completely relieve us of our potential liability to the
ultimate insured. However, given the transfer of underwriting risk, our potential liability is limited to the credit exposure which exists should the reinsurer be
unable to meet its obligations assumed under these reinsurance agreements.

Reinsurance recoverables represent the portion of future policy benefits payable and benefits payable that are covered by reinsurance. Amounts
recoverable from reinsurers are estimated in a manner consistent with the methods
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Humana Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

used to determine future policy benefits payable as detailed in Note 2. Reinsurance recoverables, included in other current and long-term assets, were $314
million at December 31, 2018 and $824 million at December 31, 2017. The decline in the balances reflects the sale of KMG on August 9, 2018. The
percentage of these reinsurance recoverables resulting from 100% coinsurance agreements was approximately 99% at December 31, 2018 and approximately
33% at December 31, 2017. Premiums ceded were $976 million in 2018, $969 million in 2017 and $842 million in 2016. Benefits ceded were $980 million
in 2018, $844 million in 2017, and $767 million in 2016. Ceded premium and benefits reflect the activity associated with ceding all risk under a Medicaid
contract to a third party reinsurer.

We evaluate the financial condition of our reinsurers on a regular basis. Protective Life Insurance Company with $177 million in reinsurance
recoverables is well-known and well-established with a AM Best rating of A+ (superior) at December 31, 2018 . The remaining reinsurance recoverables of
$137 million are divided between 10 other reinsurers, with $110 million subject to funds withheld accounts or other financial guarantees supporting the
repayment of these amounts.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of Humana Inc.

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Humana Inc. and its subsidiaries (the “Company”) as of December 31, 2018 and 2017,
and the related consolidated statements of income, comprehensive income, stockholders’ equity and cash flows for each of the three years in the period ended
December 31, 2018, including the related notes and financial statement schedules listed in the index appearing under Item 15(a)(2) (collectively referred to as
the “consolidated financial statements”). We also have audited the Company's internal control over financial reporting as of December 31, 2018, based on
criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of
December 31, 2018 and 2017, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2018 in
conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the Company maintained, in all material
respects, effective internal control over financial reporting as of December 31, 2018, based on criteria established in Internal Control - Integrated Framework
(2013) issued by the COSO.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting, and
for its assessment of the effectiveness of internal control over financial reporting, included in Management's Report on Internal Control Over Financial
Reporting appearing under Item 9A. Our responsibility is to express opinions on the Company’s consolidated financial statements and on the Company's
internal control over financial reporting based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal
control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal
control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing
such other procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in
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accordance with generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that
(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management
and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition
of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

/s/ PricewaterhouseCoopers LLP
Louisville, Kentucky
February 21, 2019

We have served as the Company’s auditor since 1968.  
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Humana Inc.
QUARTERLY FINANCIAL INFORMATION

(Unaudited)

A summary of our quarterly unaudited results of operations for the years ended December 31, 2018 and 2017 follows:

 2018

 First  Second  Third  Fourth
 (in millions, except per share results)

Total revenues $ 14,279  $ 14,259  $ 14,206  $ 14,168
Income before income taxes and equity in net earnings 707  19  901  436
Net income 491  193  644  355
Basic earnings per common share $ 3.56  $ 1.40  $ 4.68  $ 2.60
Diluted earnings per common share (1) $ 3.53  $ 1.39  $ 4.65  $ 2.58
        

 2017

 First  Second  Third  Fourth
 (in millions, except per share results)

Total revenues $ 13,762  $ 13,534  $ 13,282  $ 13,189
Income before income taxes 1,689  1,042  799  490
Net income 1,115  650  499  184
Basic earnings per common share (1) $ 7.54  $ 4.49  $ 3.46  $ 1.30
Diluted earnings per common share (1) $ 7.49  $ 4.46  $ 3.44  $ 1.29

(1) The calculation of earnings per common share is based on the weighted average shares outstanding during each quarter and, accordingly, the sum may
not equal the total for the year.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Not applicable.

ITEM 9A. CONTROLS AND PROCEDURES

Management’s Responsibility for Financial Statements and Other Information

We are responsible for the preparation and integrity of the consolidated financial statements appearing in our Annual Report. The consolidated financial
statements were prepared in conformity with accounting principles generally accepted in the United States and include amounts based on our estimates and
judgments. All other financial information in this report has been presented on a basis consistent with the information included in the financial statements.

Our control environment is the foundation for our system of internal control over financial reporting and is embodied in our Code of Ethics and Business
Conduct, which we currently refer to as the Humana Inc. Ethics Every Day. It sets the tone of our organization and includes factors such as integrity and
ethical values. Our internal control over financial reporting is supported by formal policies and procedures which are reviewed, modified and improved as
changes occur in business conditions and operations.

The Audit Committee of the Board of Directors, which is composed solely of independent outside directors, meets periodically with members of
management, the internal auditors and our independent registered public accounting firm to review and discuss internal controls over financial reporting and
accounting and financial reporting matters. Our independent registered public accounting firm and internal auditors report to the Audit Committee and
accordingly have full and free access to the Audit Committee at any time.

Evaluation of Disclosure Controls and Procedures

We have established disclosure controls and procedures to ensure that material information relating to the Company, including its consolidated
subsidiaries, is made known to members of senior management and the Board of Directors.

Based on our evaluation as of December 31, 2018, we as the principal executive officer, the principal financial officer and the principal accounting
officer of the Company have concluded that the Company’s disclosure controls and procedures (as defined in the Securities Exchange Act of 1934) are
effective to ensure that the information required to be disclosed by the Company in the reports that it files or submits under the Securities Exchange Act of
1934 is recorded, processed, summarized and reported as specified in Securities and Exchange Commission rules and forms.

Management’s Report on Internal Control Over Financial Reporting

We are responsible for establishing and maintaining effective internal control over financial reporting as defined in Rule 13a-15(f) under the Securities
Exchange Act of 1934. The Company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and
(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could
have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation
of effectiveness to future periods are subject to the risk that controls may become inadequate or that the degree of compliance with the policies or procedures
may deteriorate.
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We assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2018. In making this assessment, we used
the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control – Integrated Framework
(2013). Based on our assessment, we determined that, as of December 31, 2018, the Company’s internal control over financial reporting was effective based
on those criteria.

The effectiveness of our internal control over financial reporting as of December 31, 2018 has been audited by PricewaterhouseCoopers LLP, our
independent registered public accounting firm, who also audited the Company’s consolidated financial statements included in our Annual Report on Form
10-K, as stated in their report which appears on page 134.

Changes in Internal Control over Financial Reporting

There have been no changes in the Company’s internal control over financial reporting during the quarter ended December 31, 2018 that have
materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Directors

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to
be held on April 18, 2019 appearing under the caption “Proposal One: Election of Directors” in such Proxy Statement.

Executive Officers of the Registrant

Set forth below are names and ages of all of our current executive officers as of February 1, 2019, their positions, and the date first elected an officer:

Name  Age  Position  

First
Elected
Officer   

Bruce D. Broussard  56  President and Chief Executive Officer, Director  12/11  (1)
         
Vishal Agrawal, M.D.  44  Chief Strategy and Corporate Development Officer  12/18  (2)
         
Roy A. Beveridge, M.D.  61  Chief Medical Officer  06/13  (3)
         
Elizabeth D. Bierbower  60  Segment President  03/17  (4)
         
Jody L. Bilney  57  Chief Consumer Officer  04/13  (5)
         
Sam M. Deshpande  54  Chief Risk Officer  07/17  (6)
         
William K. Fleming, PharmD  51  Segment President, Healthcare Services  03/17  (7)
         
Christopher H. Hunter  50  Segment President, Group Business  01/14  (8)
         
Timothy S. Huval  52  Chief Human Resources Officer  12/12  (9)
         
Brian A. Kane  46  Chief Financial Officer  06/14  (10)
         
Brian P. LeClaire  58  Chief Information Officer  08/11  (11)
         
Joseph C. Ventura  42  Chief Legal Officer and Corporate Secretary  02/19  (12)
         
T. Alan Wheatley  51  Segment President, Retail  03/17  (13)
         
Cynthia H. Zipperle  56  Senior Vice President and Chief Accounting Officer  12/14  (14)

(1) Mr. Broussard currently serves as Director, President and Chief Executive Officer (Principal Executive Officer), having held these positions since
January 1, 2013. Mr. Broussard was elected President upon joining the Company in December 2011 and served in that capacity through December
2012. Prior to joining the Company, Mr. Broussard was Chief Executive Officer of McKesson Specialty/US Oncology, Inc. US Oncology was
purchased by McKesson in December 2010. At US Oncology, Mr. Broussard served in a number of senior executive roles, including Chief Financial
Officer, Chief Executive Officer, and Chairman of the Board.

(2) Dr. Agrawal serves as Chief Strategy and Corporate Development Officer, having joined the company in December 2018.  Prior to joining the
company, Dr. Agrawal was Senior Advisor for The Carlyle Group L.P., having held that position from October 2017 to December 2018.  Previously,
Dr. Agrawal was President and Chief Growth Officer of Ciox Health, the largest health information exchange and release of information services
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organization in the U.S. from December of 2015 to October 2018.  Prior to joining Ciox Health, Dr. Agrawal served as President of Harris Healthcare
Solutions from January 2013 to December 2015.

(3) Dr. Beveridge currently serves as Chief Medical Officer, having held this position since joining the Company in June 2013. Prior to joining the
Company, Dr. Beveridge served as Chief Medical Officer for McKesson Specialty Health from December 2010 until June 2013. Prior to McKesson’s
acquisition of US Oncology, Dr. Beveridge served as the Executive Vice President and Medical Director at US Oncology from September 2009
through December 2010.

(4) Ms. Bierbower currently serves as Segment President, having held this position since August 2018.  She is responsible for creating a new operating
model and member experience that reduces friction in the system and helps members engage in and manage their health. Prior to that, she served as
the Segment President, Group Business, and also previously led the Company’s Specialty Benefits area, including dental, vision, life, disability and
workplace voluntary benefits.  Ms. Bierbower joined the Company in 2001.

(5) Ms. Bilney currently serves as Chief Consumer Officer, having held this position since joining the Company in April 2013. Prior to joining the
Company, Ms. Bilney served as Executive Vice President and Chief Brand Officer for Bloomin’ Brands, Inc. from 2006 until April 2013.

(6) Mr. Deshpande currently serves as Chief Risk Officer, having held this position since joining the Company in July 2017. Before joining Humana, Mr.
Deshpande spent 17 years at Capital One in key leadership positions, most recently as Business Chief Risk Officer for the U.S. and international card
business. He previously served as the Business Chief Risk Officer and Head of Enterprise Services for the Financial Services Division, responsible for
Business Risk, Data Science, Data Quality, Process Excellence and Project Management. He also led marketing and analysis for the Home Loans, Auto
Finance, and Credit Card businesses, with responsibilities for business strategy, credit, product and marketing.

(7) Mr. Fleming currently serves as Segment President, Healthcare Services, where he is responsible for Humana’s clinical and pharmacy businesses that
service all Humana segments, having held this position since March of 2017. Prior to that, he served as President of the Company’s pharmacy
business. Mr. Fleming joined the Company in 1994.

(8) Mr. Hunter currently serves as Segment President, Group Business, having held this position since August 2018.  Prior to that, he served as Chief
Strategy Officer from joining the company in January 2014 until August 2018.  Prior to joining the Company, Mr. Hunter served as President of
Provider Markets at The TriZetto Group, Inc. from July 2012 until December 2013, and as Senior Vice President, Emerging Markets at BlueCross
BlueShield of Tennessee from 2009 through July 2012. While at BlueCross BlueShield of Tennessee, Mr. Hunter was simultaneously President and
Chief Executive Officer of Onlife Health, a national health and wellness subsidiary of BlueCross BlueShield of Tennessee.

(9) Mr. Huval currently serves as Chief Human Resources Officer, having been elected to this position in December 2012. Prior to joining the Company,
Mr. Huval spent 10 years at Bank of America in multiple senior-level roles, including Human Resources executive and Chief Information Officer for
Global Wealth & Investment Management, as well as Human Resources executive for both Global Treasury Services and Technology & Global
Operations.

(10) Mr. Kane currently serves as Chief Financial Officer, having been elected to this position in June 2014. Prior to joining the Company, Mr. Kane spent
nearly 17 years at Goldman, Sachs & Co. As a managing director, he was responsible for client relationships as well as for leading strategic and
financing transactions for a number of companies in multiple industries.

(11) Mr. LeClaire currently serves as Chief Information Officer, having held this position since January 2014. Prior to that, he served as Senior Vice
President and Chief Service and Information Officer from August 2011 to January 2014, and as Chief Technology Officer from 2002 to August 2011.
Mr. LeClaire joined the Company in August 1999.

139

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
141 of 240

Exempt from Business Proposal 
and Total Page Limits

904(E)



(12) Mr. Ventura currently serves as Chief Legal Officer and Corporate Secretary. He joined the Company in January 2009 and since then has held various
positions of increasing responsibility in the Company's Law Department, including most recently, Senior Vice President, Associate General Counsel
& Corporate Secretary from July 2017 until February 2019.

(13) Mr. Wheatley currently serves as Segment President, Retail, having held this position since March 2017. During his 25-year career with the Company,
Mr. Wheatley has served in a number of key leadership roles, including Vice President of Medicare Service Operations and President of the East
Region, one of the Company’s key Medicare geographies.

(14) Mrs. Zipperle currently serves as Senior Vice President, Chief Accounting Officer, having held this position since December 2014. Mrs. Zipperle
previously served as the Vice President - Finance from January 2013 until her election to her current role, and as the Assistant Controller from January
1998 until January 2013.

Executive officers are elected annually by our Board of Directors and serve until their successors are elected or until resignation or removal. There are no
family relationships among any of our executive officers.

Section 16(a) Beneficial Ownership Reporting Compliance

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to
be held on April 18, 2019 appearing under the caption “Section 16(a) Beneficial Ownership Reporting Compliance” of such Proxy Statement.

Code of Conduct for Chief Executive Officer and Senior Financial Officers

We have adopted a Code of Conduct for the Chief Executive Officer and Senior Financial Officers , violations of which should be reported to the Audit
Committee. The code may be viewed through the Investor Relations section of our web site at www.humana.com. Any amendment to or waiver of the
application of the Code of Conduct for the Chief Executive Officer and Senior Financial Officers will be promptly disclosed through the Investor Relations
section of our web site at www.humana.com.

Code of Business Conduct and Ethics

Since 1995, we have operated under an omnibus Code of Ethics and Business Conduct, currently known as the Humana Inc. Ethics Every Day. All
employees and directors are required to annually affirm in writing their acceptance of the code. The Humana Inc. Ethics Every Day was adopted by our Board
of Directors in June 2014, replacing a previous iteration of our Code of Ethics and Business Conduct – the Humana Inc. Principles of Business Ethics – as the
document to comply with the New York Stock Exchange Corporate Governance Standard 303A.10. The Humana Inc. Ethics Every Day is available on our
web site at www.humana.com, and any waiver of the application of the Ethics Every Day with respect to directors or executive officers must be made by the
Board of Directors and will be promptly disclosed on our web site at www.humana.com.

Corporate Governance Items

We have made available free of charge on or through the Investor Relations section of our web site at www.humana.com our annual reports on Form 10-
K, quarterly reports on Form 10-Q, proxy statements, and all of our other reports, and, if applicable, amendments to those reports filed or furnished pursuant to
Section 13(a) of the Exchange Act, as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC. Also available on
our Internet web site is information about our corporate governance, including:

• a determination of independence for each member of our Board of Directors;
• the name, membership, role, and charter of each of the various committees of our Board of Directors;
• the name(s) of the directors designated as a financial expert under rules and regulations promulgated by the SEC;
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• the responsibility of the Company’s Lead Independent Director, if applicable, to convene, set the agenda for, and lead executive sessions of the non-
management directors;

• the pre-approval process of non-audit services provided by our independent accountants;
• our by-laws and Certificate of Incorporation;
• our Majority Vote policy;
• our Related Persons Transaction Policy;
• the process by which interested parties can communicate with directors;
• the process by which stockholders can make director nominations (pursuant to our By-laws);
• our Corporate Governance Guidelines;
• our Policy Regarding Transactions in Company Securities, Inside Information and Confidentiality;
• Stock Ownership Guidelines for directors and for executive officers;
• the Humana Inc. Ethics Every Day and any waivers thereto; and
• the Code of Conduct for the Chief Executive Officer and Senior Financial Officers and any waivers thereto.

Additional information about these items can be found in, and is incorporated by reference to, our Proxy Statement for the Annual Meeting of
Stockholders scheduled to be held on April 18, 2019.

Material Changes to the Procedures by which Security Holders May Recommend Nominees to the Registrant’s Board of Directors

None.

Audit Committee Financial Expert

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to
be held on April 18, 2019 appearing under the caption “Corporate Governance – Audit Committee” of such Proxy Statement.

Audit Committee Composition and Independence

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to
be held on April 18, 2019 appearing under the caption “Corporate Governance – Committee Membership and Attendance” of such Proxy Statement.

ITEM 11. EXECUTIVE COMPENSATION

Additional information required by this Item is incorporated herein by reference from our Proxy Statement for the Annual Meeting of Stockholders
scheduled to be held on April 18, 2019.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Equity compensation plan information

We maintain plans under which options to purchase our common stock and awards of restricted stock may be made to officers, directors, key employees,
and consultants. Stock options are granted with an exercise price equal to the fair market value of the underlying common stock on the date of grant. Our
stock plans, as approved by the Board of Directors and stockholders, define fair market value as the average of the highest and lowest stock prices reported on
the composite tape by the New York Stock Exchange on a given date. Exercise provisions vary, but most options vest in whole or in part 1 to 3 years after
grant and expire up to 7 years after grant.
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Information concerning stock option awards and the number of securities remaining available for future issuance under our equity compensation plans in
effect as of December 31, 2018 follows:

Plan category

(a)
Number of  securities

to be issued upon
exercise of outstanding

options, warrants
and rights  

(b)
Weighted-average

exercise price of
outstanding

options, warrants
and rights  

(c)
Number of  securities

remaining available for
future issuance under

equity compensation plans
(excluding securities

reflected in column(a))   

Equity compensation plans approved by
    security holders (1) 677,648  $ 213.171  4,673,360  (2)(3) 
Equity compensation plans not approved
    by security holders —  —  —   

Total 677,648  $ 213.171  4,673,360   

(1) The above table does not include awards of shares of restricted stock or restricted stock units. For information concerning these awards, see Note 13.
(2) The Humana Inc. 2011 Stock Incentive Plan was approved by stockholders at the Annual Meeting held on April 21, 2011. On July 5, 2011,

18.5 million shares were registered with the Securities and Exchange Commission on Form S-8.
(3) Of the number listed above, 2,040,768 can be issued as restricted stock at December 31, 2018 (giving effect to the provision that one restricted share is

equivalent to 2.29 stock options in the 2011 Plan).

The information under the captions “Security Ownership of Certain Beneficial Owners of Company Common Stock” and “Security Ownership of
Directors and Executive Officers” in our Proxy Statement for the Annual Meeting of Stockholders scheduled to be held on April 18, 2019, is herein
incorporated by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to
be held on April 18, 2019 appearing under the captions “Certain Transactions with Management and Others” and “Corporate Governance – Independent
Directors” of such Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item is herein incorporated by reference from our Proxy Statement for the Annual Meeting of Stockholders scheduled to
be held on April 18, 2019 appearing under the caption “Audit Committee Report” of such Proxy Statement.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a)   The financial statements, financial statement schedules and exhibits set forth below are filed as part of this report.
  
(1)   Financial Statements – The response to this portion of Item 15 is submitted as Item 8 of Part II of this report.
  
(2)   The following Consolidated Financial Statement Schedules are included herein:
    

   

Schedule I

  

Parent Company Condensed Financial Information at December
31, 2018 and 2017 and for the years ended December 31, 2018,
2017 and 2016    

    

   
Schedule II

  
Valuation and Qualifying Accounts for the years ended
December 31, 2018, 2017 and 2016    

All other schedules have been omitted because they are not applicable.

(3) Exhibits:

3(a) Restated Certificate of Incorporation of Humana Inc. filed with the Secretary of State of Delaware on November 9, 1989, as restated to
incorporate the amendment of January 9, 1992, and the correction of March 23, 1992 (incorporated herein by reference to Exhibit 4(i) to
Humana Inc.’s Post-Effective Amendment No.1 to the Registration Statement on Form S-8 (Reg. No. 33-49305) filed February 2, 1994).

  
(b) Humana Inc. Amended and Restated By-Laws of Humana Inc., effective as of December 14, 2017 (incorporated herein by reference to Exhibit

3(b) to Humana Inc.’s Current Report on Form 8-K filed on December 14, 2017).
  
4(a) Indenture, dates as of August 5, 2003, by and between Humana Inc. and The Bank of New York, as trustee (incorporated herein by reference to

Exhibit 4.1 to Humana Inc.'s Quarterly Report on Form 10-Q for the quarter ended September 30, 2003, File No. 001-05975).
  
(b) First Supplemental Indenture, dated as of August 5, 2003, by and between Humana Inc. and The Bank of New York, as trustee (incorporated

herein by reference to Exhibit 4.2 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2003, File No. 001-
05975).

  
(c) Second Supplemental Indenture, dated as of May 31, 2006, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.1 to Humana Inc.’s Current Report on Form 8-K filed on May 31, 2006, File No.001-
05975).

  
(d) Third Supplemental Indenture, dated as of June 5, 2008, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.1 to Humana Inc.’s Current Report on Form 8-K filed on June 5, 2008).
  
(e) Fourth Supplemental Indenture, dated as of June 5, 2008, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.3 to Humana Inc.’s Current Report on Form 8-K filed on June 5, 2008).
  
(f) Indenture, dated as of March 30, 2006, by and between Humana Inc. and The Bank of New York Trust Company, N.A., as trustee (incorporated

herein by reference to Exhibit 4.2 to Humana Inc.’s Registration Statement on Form S-3 filed on March 31, 2006, Req. No. 333-132878).
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(g) There are no instruments defining the rights of holders with respect to long-term debt in excess of 10 percent of the total assets of Humana Inc.
on a consolidated basis. Other long-term indebtedness of Humana Inc. is described herein in Note 12 to Consolidated Financial Statements.
Humana Inc. agrees to furnish copies of all such instruments defining the rights of the holders of such indebtedness not otherwise filed as an
Exhibit to this Annual Report on Form 10-K to the Commission upon request.

  
(h) Fifth Supplemental Indenture, dated as of December 10, 2012, by and between Humana Inc. and The Bank of New York Mellon Trust Company,

N.A., as trustee (incorporated herein by reference to Exhibit 4.1 to Humana Inc.’s Current Report on Form 8-K filed on December 10, 2012).
  
(i) Sixth Supplemental Indenture, dated as of December 10, 2012, by and between Humana Inc. and The Bank of New York Mellon Trust

Company, N.A., as trustee (incorporated herein by reference to Exhibit 4.3 to Humana Inc.’s Current Report on Form 8-K filed on December 10,
2012).

  
(j) Seventh Supplemental Indenture, dated as of September 19, 2014, by and between Humana Inc. and The Bank of New York, Mellon Trust

Company, N.A., as trustee (incorporated herein by reference to Exhibit 4.2 to Humana Inc.’s Current Report on Form 8-K filed on September 19,
2014).

  
(k) Eighth Supplemental Indenture, dated as of September 19, 2014, by and between Humana Inc. and The Bank of New York Mellon Trust

Company, N.A., as trustee (incorporated herein by reference to Exhibit 4.4 to Humana Inc.’s Current Report on Form 8-K filed on September 19,
2014).

  
(l) Ninth Supplemental Indenture, dated as of September 19, 2014, by and between Humana Inc. and The Bank of New York Mellon Trust

Company, N.A., as trustee (incorporated herein by reference to Exhibit 4.6 to Humana Inc.’s Current Report on Form 8-K filed on September 19,
2014).

  
(m) Tenth Supplemental Indenture, dated March 16, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as trustee

(incorporated herein by reference to Exhibit 4.2 to Humana Inc.’s Current Report on Form 8-K filed on March 16, 2017.
  
(n) Eleventh Supplemental Indenture, dated March 16, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.4 to Humana Inc.’s Current Report on Form 8-K filed on March 16, 2017.
  
(o) Twelfth Supplemental Indenture, dated December 21, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A., as

trustee (incorporated herein by reference to Exhibit 4.2 to Humana Inc.’s Current Report on Form 8-K filed on December 21, 2017.
  
(p) Thirteenth Supplemental Indenture, dated December 21, 2017, between Humana Inc. and The Bank of New York Mellon Trust Company, N.A.,

as trustee (incorporated herein by reference to Exhibit 4.4 to Humana Inc.’s Current Report on Form 8-K filed on December 21, 2017.
  
10(a)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (with

retirement provisions) (incorporated herein by reference to Exhibit 10(a) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2015).

  
(b)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (without

retirement provisions) (incorporated herein by reference to Exhibit 10(b) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2015).

  
(c)* Humana Inc. Executive Management Incentive Compensation Plan, as amended and restated February 21, 2008 (incorporated herein by

reference to Appendix A to Humana Inc.’s Proxy Statement with respect to the Annual Meeting of Stockholders held on April 24, 2008).
  
(d)* Trust under Humana Inc. Deferred Compensation Plans (incorporated herein by reference to Exhibit 10(p) to Humana Inc.’s Annual Report on

Form 10-K for the fiscal year ended December 31, 1999, File No. 001-05975).
  
(e)* The Humana Inc. Deferred Compensation Plan for Non-Employee Directors (as amended on October 18, 2012) (incorporated herein by reference

to Exhibit 10(m) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012).
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(f)*† Humana Inc. Executive Severance Policy, effective as of March 1, 2019.
  
(g)* Humana Inc. Deferred Compensation Plan (incorporated herein by reference to Exhibit 4.1 to the Company’s Registration Statement on Form S-

8 (Reg. No. 333-171616), filed on January 7, 2011).
  
(h)* Humana Retirement Equalization Plan, as amended and restated as of January 1, 2011 (incorporated herein by reference to Exhibit 10(p) to

Humana Inc.’s Annual Report on Form 10-K filed on February 18, 2011).
  
(i)* Letter agreement with Humana Inc. officers concerning health insurance availability (incorporated herein by reference to Exhibit 10(mm) to

Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 1994, File No. 001-05975).
  
(j)* Executive Long-Term Disability Program (incorporated herein by reference to Exhibit 10(a) to Humana Inc.’s Quarterly Report on Form 10-Q

for the quarter ended September 30, 2004).
  
(k)* Indemnity Agreement (incorporated herein by reference to Appendix B to Humana Inc.’s Proxy Statement with respect to the Annual Meeting of

Stockholders held on January 8, 1987).
  
(l)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Solicit under the 2011 Stock Incentive Plan (with retirement

provisions) (incorporated herein by reference to Exhibit 10(o) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December
31, 2015).

  
(m)* Summary of the Company’s Financial Planning Program for our executive officers (incorporated herein by reference to Exhibit 10(v) to

Humana’s Inc.’s Annual Report on Form 10-K filed on February 22, 2013.
  
(n)* Form of Company’s Restricted Stock Unit Agreement and Agreement not to Solicit under the 2011 Stock Incentive Plan (without retirement

provisions) (incorporated herein by reference to Exhibit 10(q) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December
31, 2015).

  
(o) Five-Year $2 Billion Amended and Restated Credit Agreement , dated as of May 22, 2017, among Humana Inc., and JPMorgan Chase Bank,

N.A. as Agent and as CAF Loan Agent, Bank of America, N.A. as Syndication Agent, Citibank, N.A., PNC Bank, National Association, U.S.
Bank National Association, and Wells Fargo Bank, National Association, as Documentation Agents, and J.P. Morgan Chase Bank, N.A., Merrill
Lynch, Pierce, Fenner & Smith Incorporated, Citigroup Global Markets, Inc., PNC Capital Markets LLC, U.S. Bank National Association, and
Wells Fargo Securities, LLC, as Joint-Lead Arrangers and Joint Bookrunners (incorporated herein by reference to Exhibit 10 to Humana Inc.’s
Current Report on Form 8-K filed on May 22, 2017).

  
(p) Form of CMS Coordinated Care Plan Agreement (incorporated herein by reference to Exhibit 10.1 to Humana Inc.’s Quarterly Report on Form

10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(q) Form of CMS Private Fee for Service Agreement (incorporated herein by reference to Exhibit 10.2 to Humana Inc.’s Quarterly Report on Form

10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(r) Addendum to Agreement Providing for the Operation of a Medicare Voluntary Prescription Drug Plan (incorporated herein by reference to

Exhibit 10.3 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(s) Addendum to Agreement Providing for the Operation of an Employer/Union-only Group Medicare Advantage Prescription Drug Plan

(incorporated herein by reference to Exhibit 10.4 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005,
File No. 001-05975).

  
(t) Addendum to Agreement Providing for the Operation of an Employer/Union-only Group Medicare Advantage-Only Plan (incorporated herein

by reference to Exhibit 10.5 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975).
  
(u) Addendum to Agreement Providing for the Operation of a Medicare Advantage Regional Coordinated Care Plan (incorporated herein by

reference to Exhibit 10.6 to Humana Inc.’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, File No. 001-05975).
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(v) Explanatory Note regarding Medicare Prescription Drug Plan Contracts between Humana and CMS (incorporated herein by reference to Exhibit
10(nn) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2005, File No. 001-05975).

  
(w)* Humana Inc. 2011 Stock Incentive Plan (incorporated herein by reference to Appendix A to Humana Inc.’s Proxy Statement with respect to the

Annual Meeting of Stockholders held on April 21, 2011).
  
(x)* Amended and Restated Employment Agreement, dated as of February 27, 2014, by and between Humana Inc. and Bruce D. Broussard

(incorporated herein by reference to Exhibit 10.1 to Humana Inc.’s current report on Form 8-K filed on February 28, 2014).
  
(y)* Amendment to the Amended and Restated Employment Agreement between Humana Inc. and Bruce D. Broussard, dated July 2, 2015

(incorporated herein by reference to Exhibit 10.1 to Humana Inc.’s current report on Form 8-K filed on July 9, 2015).
  
(z)* Amendment No. 2, dated as of August 16, 2018, to the Amended and Restated Employment Agreement between Humana Inc. and Bruce D.

Broussard, dated as of February 27, 2014 (incorporated herein by reference to Exhibit 10.1 to Humana Inc.s Current Report on Form 8-K, filed
on August 20, 2018).

  
(aa)*† Humana Inc. Change in Control Policy, effective March 1, 2019.
  
(bb) Form of Commercial Paper Dealer Agreement between Humana Inc., as Issuer, and the Dealer party thereto (incorporated herein by reference to

Exhibit 10.1 to Humana Inc.’s current report on Form 8-K filed on October 7, 2014).
  
(cc) Form of Company's Stock Option Agreement under the 2011 Stock Incentive Plan (Incentive Stock Options) (incorporated herein by reference

to Exhibit 10(jj) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December 31, 2015).
  
(dd)* Form of Company's Stock Option Agreement under the 2011 Stock Incentive Plan (Non-Qualified Stock Options with Non-Compete/Non-

Solicit) (incorporated herein by reference to Exhibit 10(kk) to Humana Inc.’s Annual Report on Form 10-K for the fiscal year ended December
31, 2015).

  
(ee)* Form of Company's Restricted Stock Unit Agreement with Performance Vesting and Agreement  not to Compete or Solicit under the 2011 Stock

Incentive Plan (incorporated herein by reference to Exhibit 10(nn) to Humana Inc.’s Annual Report on Form 10-K filed on February 16, 2018).
  
(ff)*† Form of Company’s Restricted Stock Unit Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (with

retirement provisions).
  
(gg)*† Form of Company's Restricted Stock Unit Agreement with Performance Vesting and Agreement not to Compete or Solicit under the 2011 Stock

Incentive Plan.
  
(hh)*† Form of Company’s Incentive Stock Option Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan.

  
(ii)*† Form of Company’s Stock Option Agreement and Agreement not to Compete or Solicit under the 2011 Stock Incentive Plan (Non-Qualified

Stock Options).
  
(jj)*† Humana Inc. Compensation Recoupment Policy, effective February 21, 2019.
  
  
14 Code of Conduct for Chief Executive Officer & Senior Financial Officers (incorporated herein by reference to Exhibit 14 to Humana Inc.’s

Annual Report on Form 10-K for the fiscal year ended December 31, 2003).
  
21 † List of subsidiaries.
  
23 † Consent of PricewaterhouseCoopers LLP.
  
31.1 † CEO certification pursuant to Rule 13a-14(a)/15d-14(a).
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31.2 † CFO certification pursuant to Rule 13a-14(a)/15d-14(a).
  
32 † Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes – Oxley Act of 2002.

101 The following materials from Humana Inc.'s Annual Report on Form 10-K formatted in XBRL (Extensible Business Reporting Language): (i) the
Consolidated Balance Sheets at December 31, 2018 and 2017; (ii) the Consolidated Statements of Income for the years ended December 31, 2018,
2017 and 2016; (iii) the Consolidated Statements of Comprehensive Income for the years ended December 31, 2018, 2017 and 2016; (iv) the
Consolidated Statements of Stockholders’ Equity as of December 31, 2018, 2017, and 2016; (v) the Consolidated Statements of Cash Flows for the
years ended December 31, 2018, 2017 and 2016; and (vi) Notes to Consolidated Financial Statements.

*Exhibits 10(a) through and including 10(n), and Exhibits 10(w) through and including 10(aa), as well as Exhibits 10(cc) through and including Exhibit
10(jj) are compensatory plans or management contracts.

**Pursuant to Rule 24b-2 of the Exchange Act, confidential portions of this exhibit have been omitted and filed separately with the Securities and Exchange
Commission pursuant to a request for confidential treatment.

†Submitted electronically with this report.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED BALANCE SHEETS

 December 31,

 2018  2017

 
(in millions, except share

amounts)

ASSETS    
Current assets:    

Cash and cash equivalents $ 265  $ 383
Investment securities 313  305
Receivable from operating subsidiaries 1,306  1,042
Other current assets 628  245

Total current assets 2,512  1,975
Property and equipment, net 1,209  1,091
Investments in subsidiaries 16,951  16,810
Equity method investment in Kindred at Home 1,047 —
Other long-term assets 359  426

Total assets $ 22,078  $ 20,302

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Payable to operating subsidiaries $ 4,487  $ 4,311
Current portion of notes payable to operating subsidiaries 28  28
Book overdraft 38  41
Short-term debt 1,694  150
Other current liabilities 791  896

Total current liabilities 7,038  5,426
Long-term debt 4,375  4,770
Other long-term liabilities 504  264

Total liabilities 11,917  10,460
Commitments and contingencies  
Stockholders’ equity:    

Preferred stock, $1 par; 10,000,000 shares authorized; none issued —  —
Common stock, $0.16 2/3 par; 300,000,000 shares authorized; 
198,594,841 shares issued at December 31, 2018 and 198,572,458 
shares issued at December 31, 2017 33  33
Capital in excess of par value 2,535  2,445
Retained earnings 15,072  13,670
Accumulated other comprehensive income (loss) (159)  19
Treasury stock, at cost, 63,028,169 shares at December 31, 2018 
and 60,893,762 shares at December 31, 2017 (7,320)  (6,325)

Total stockholders’ equity 10,161  9,842
Total liabilities and stockholders’ equity $ 22,078  $ 20,302

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED STATEMENTS OF INCOME
 

 For the year ended December 31,

 2018  2017  2016
 (in millions)

Revenues:      
Management fees charged to operating subsidiaries $ 1,666  $ 1,864  $ 1,683
Investment and other income, net 30  57  42

 1,696  1,921  1,725
Expenses:      

Operating costs 1,468  1,801  1,519
Merger termination fee and related costs, net —  (936)  104
Depreciation 342  332  302
Interest 218  243  189

 2,028  1,440  2,114
Other expense, net 33 — —
Loss on sale of business 782  —  —
(Loss) income before income taxes and equity in net earnings of subsidiaries (1,147)  481  (389)
(Benefit) provision for income taxes (542)  61  (107)
(Loss) income before equity in net earnings of subsidiaries (605)  420  (282)
Equity in net earnings of subsidiaries 2,277  2,028  896
Equity in net earnings of Kindred at Home 11 — —
Net income $ 1,683  $ 2,448  $ 614

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED STATEMENTS OF COMPREHENSIVE INCOME

 For the year ended December 31,

 2018  2017  2016
 (in millions)

Net income $ 1,683  $ 2,448  $ 614
Other comprehensive income (loss):      

Change in gross unrealized investment losses/gains (189)  149  (101)
Effect of income taxes 51  (55)  38

Total change in unrealized investment 
gains/losses, net of tax (138)  94  (63)

Reclassification adjustment for net realized 
gains included in investment income (53)  (14)  (96)
Effect of income taxes 17  5  35

Total reclassification adjustment, net of tax (36)  (9)  (61)
Other comprehensive (loss) income, net of tax (174)  85  (124)
Comprehensive income attributable to our equity method
investment in Kindred at Home (4)  —  —
Comprehensive income $ 1,505  $ 2,533  $ 490

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

CONDENSED STATEMENTS OF CASH FLOWS

 For the year ended December 31,

 2018  2017  2016
 (in millions)

Net cash provided by operating activities $ 2,719  $ 2,423  $ 1,848
Cash flows from investing activities:      

Acquisitions, net of cash acquired (354) — —
Acquisitions, equity method investment in Kindred at Home (1,095) — —
Capital contributions to operating subsidiaries (697)  (695)  (895)
Purchases of investment securities (145)  (53)  (151)
Proceeds from sale of investment securities 35  —  25
Maturities of investment securities 59  51  143
Purchases of property and equipment, net (465)  (359)  (382)

Net cash used in investing activities (2,662)  (1,056)  (1,260)
Cash flows from financing activities:      

Proceeds from issuance of senior notes, net —  1,779  —
Proceeds from issuance (repayments) of commercial paper, net 485  (153)  (2)
Proceeds from term loan 1,000 — —
Repayment of term loan (350) — —
Repayment of long-term debt —  (800)  —
Change in book overdraft (3)  3  5
Common stock repurchases (1,090)  (3,365)  (104)
Dividends paid (265)  (220)  (177)
Proceeds from stock option exercises and other 48  62  11

Net cash used in financing activities (175)  (2,694)  (267)
(Decrease) increase in cash and cash equivalents (118)  (1,327)  321
Cash and cash equivalents at beginning of year 383  1,710  1,389
Cash and cash equivalents at end of year $ 265  $ 383  $ 1,710

See accompanying notes to the parent company financial statements.
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Humana Inc.
SCHEDULE I—PARENT COMPANY FINANCIAL INFORMATION

NOTES TO CONDENSED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

Parent company financial information has been derived from our consolidated financial statements and excludes the accounts of all operating
subsidiaries. This information should be read in conjunction with our consolidated financial statements.

2. TRANSACTIONS WITH SUBSIDIARIES

Management Fee

Through intercompany service agreements approved, if required, by state regulatory authorities, Humana Inc., our parent company, charges a
management fee for reimbursement of certain centralized services provided to its subsidiaries including information systems, disbursement, investment and
cash administration, marketing, legal, finance, and medical and executive management oversight.

Dividends

Cash dividends received from subsidiaries and included as a component of net cash provided by operating activities were $2.3 billion in 2018, $1.4
billion in 2017, and $0.8 billion in 2016.

Guarantee

Through indemnity agreements approved by state regulatory authorities, certain of our regulated subsidiaries generally are guaranteed by our parent
company in the event of insolvency for: (1) member coverage for which premium payment has been made prior to insolvency; (2) benefits for members then
hospitalized until discharged; and (3) payment to providers for services rendered prior to insolvency. Our parent has also guaranteed the obligations of our
military services subsidiaries and funding to maintain required statutory capital levels of certain other regulated subsidiaries.

3. REGULATORY REQUIREMENTS

Certain of our subsidiaries operate in states that regulate the payment of dividends, loans, or other cash transfers to Humana Inc., our parent company,
and require minimum levels of equity as well as limit investments to approved securities. The amount of dividends that may be paid to Humana Inc. by these
subsidiaries, without prior approval by state regulatory authorities, or ordinary dividends, is limited based on the entity’s level of statutory income and
statutory capital and surplus. If the dividend, together with other dividends paid within the preceding twelve months, exceeds a specified statutory limit or is
paid from sources other than earned surplus, it is generally considered an extraordinary dividend requiring prior regulatory approval. In most states, prior
notification is provided before paying a dividend even if approval is not required.

Although minimum required levels of equity are largely based on premium volume, product mix, and the quality of assets held, minimum requirements
vary significantly at the state level. Our state regulated insurances subsidiaries had aggregate statutory capital and surplus of approximately $7.6 billion and
$8.0 billion as of December 31, 2018 and 2017, respectively, which exceeded aggregate minimum regulatory requirements of $5.2 billion and $4.8 billion,
respectively. The amount of ordinary dividends that may be paid to our parent company in 2019 is approximately $1 billion in the aggregate. The amount,
timing and mix of ordinary and extraordinary dividend payments will vary due to state regulatory requirements, the level of excess statutory capital and
surplus and expected future surplus requirements related to, for example, premium volume and product mix. Actual dividends that were paid to our parent
company were approximately $2.3 billion in 2018, $1.4 billion in 2017, and $0.8 billion in 2016.

Our use of operating cash flows derived from our non-insurance subsidiaries, such as in our Healthcare Services segment, is generally not restricted by
state departments of insurance (or comparable state regulators).
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4. ACQUISITIONS AND DIVESTITURES

Refer to Note 3 of the notes to consolidated financial statements in this Annual Report on Form 10-K for a description of certain acquisitions and
divestitures. During 2018, 2017 and 2016, we funded certain non-regulated subsidiary acquisitions with contributions from Humana Inc., our parent
company, included in capital contributions in the condensed statement of cash flows.

5. INCOME TAXES

Refer to Note 11 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of income taxes.

6. DEBT

Refer to Note 12 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of debt.

7. STOCKHOLDER’S EQUITY

Refer to Note 15 of the notes to consolidated financial statements included in this Annual Report on Form 10-K for a description of stockholders’ equity,
including stock repurchases and stockholder dividends.
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Humana Inc.
SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

For the Years Ended December 31, 2018, 2017, and 2016
(in millions)

      Additions     

  

Balance  at
Beginning
of Period  

Acquired/(Disposed)
Balances  

Charged
(Credited)  to

Costs and
Expenses  

Charged  to
Other

Accounts (1)  

Deductions
or

Write-offs  

Balance at
End  of
Period

Allowance for loss on receivables:             
2018  $ 96  $ —  $ 36  $ (29)  $ (24)  $ 79
2017  118  —  20  (10)  (32)  96
2016  101  —  39  19  (41)  118

Deferred tax asset valuation
allowance:             

2018  (49)  —  (5)  —  —  (54)
2017  (49)  —  —  —  —  (49)
2016  (42)  —  (7)  —  —  (49)

(1) Represents changes in retroactive membership adjustments to premiums revenue and contractual allowances adjustments to services revenue as more
fully described in Note 2 to the consolidated financial statements included in this annual report on Form 10-K.
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ITEM 16. FORM 10-K SUMMARY
None.
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SIGNATURES

Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on
its behalf by the undersigned, thereto duly authorized.

 HUMANA INC.
    
 By:  /s/    BRIAN A. KANE
   Brian A. Kane

   
Chief Financial Officer

 (Principal Financial Officer)

    
 Date:  February 21, 2019

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
Company and in the capacities and on the date indicated.

Signature   Title  Date

     
/s/    BRIAN A. KANE  Chief Financial Officer

(Principal Financial Officer)
 February 21, 2019

Brian A. Kane    
     

/s/    CYNTHIA H. ZIPPERLE  Senior Vice President and Chief Accounting Officer (Principal
Accounting Officer)

 February 21, 2019
Cynthia H. Zipperle    

     
/s/    BRUCE D. BROUSSARD   President and Chief Executive Officer,

Director (Principal Executive Officer)
 February 21, 2019

Bruce D. Broussard     
     

/s/    KURT J. HILZINGER   Chairman of the Board  February 21, 2019
Kurt J. Hilzinger     

     
/s/    FRANK BISIGNANO  Director  February 21, 2019

Frank Bisignano    
     

/s/    KAREN DESALVO MD, MPH, MSc  Director  February 21, 2019
Karen DeSalvo, MD, MPH, MSc    

     
/s/    FRANK A. D’AMELIO   Director  February 21, 2019

Frank A. D’Amelio     
     

/s/    W. ROY DUNBAR   Director  February 21, 2019
W. Roy Dunbar     

     
/s/    DAVID A. JONES, JR.   Director  February 21, 2019

David A. Jones, Jr.     
     

/s/    WILLIAM J. MCDONALD   Director  February 21, 2019
William J. McDonald     

     
/s/    WILLIAM E. MITCHELL   Director  February 21, 2019

William E. Mitchell     
     

/s/    DAVID B. NASH, M.D.   Director  February 21, 2019
David B. Nash, M.D.     

     
/s/    JAMES J. O’BRIEN   Director  February 21, 2019

James J. O’Brien     
     

/s/    MARISSA T. PETERSON   Director  February 21, 2019
Marissa T. Peterson     
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E x h ib it 1 0 (a a ) H U M A N A  IN C . C H A N G E  IN  C O N T R O L  P O L IC Y  T h is  H u m a n a  In c . C h a n g e  in  C o n tro l P o lic y  (th is  “P o lic y ”) h a s  b e e n  a d o p te d  b y  th e  O rg a n iz a tio n  &  C o m p e n s a tio n  C o m m itte e  (th e  “C o m m itte e ”) o f th e  B o a rd  o f D ire c to rs  o f th e  C o m p a n y  to  a v o id  th e  d e p a rtu re  o f a n d  p ro v id e  p ro te c tio n  to  E x e c u tiv e s  in  th e  e v e n t o f a  C h a n g e  in  C o n tro l in  o rd e r th a t th e y  m a y  a c t in  th e  b e s t in te re s t o f a ll s h a re h o ld e rs  a n d  to  re in fo rc e  a n d  e n c o u ra g e  th e ir c o n tin u e d  a tte n tio n  a n d  d e d ic a tio n  to  th e ir d u tie s  w ith o u t th e  d is tra c tio n  a n d  c o n c e rn  fo r th e  u n c e rta in ty  th a t w o u ld  re s u lt fro m  th e  e ffe c ts  a  C h a n g e  in  C o n tro l w o u ld  h a v e  o n  th e ir p e rs o n a l s itu a tio n s . T h is  P o lic y  s h a ll b e  e ffe c tiv e  a s  o f th e  E ffe c tiv e  D a te  a s  p ro v id e d  h e re in , a n d  s h a ll a p p ly  to  a ll E x e c u tiv e s  (a s  d e fin e d  h e re in ). D e fin itio n s . F o r p u rp o s e s  o f th is  P o lic y , th e  fo llo w in g  te rm s  s h a ll h a v e  th e  fo llo w in g  m e a n in g : “A n n u a l B a s e  S a la ry ” s h a ll m e a n  a n  E x e c u tiv e ’s  s ta te d  a n n u a l c o m p e n s a tio n  w ith o u t re g a rd  to  a n y  b o n u s , p e rq u is ite  o r o th e r b e n e fits . “B o a rd ” m e a n s  th e  B o a rd  o f D ire c to rs  o f th e  C o m p a n y . “C a u s e ” s h a ll m e a n  a  te rm in a tio n  b y  re a s o n  o f th e  c o n v ic tio n  o f E x e c u tiv e , b y  a  c o u rt o f c o m p e te n t ju ris d ic tio n  a n d  fo llo w in g  th e  e x h a u s tio n  o f a ll p o s s ib le  a p p e a ls , o f a  c rim in a l a c t in v o lv in g  th e  C o m p a n y  o r its  a s s e ts . “C E O ” s h a ll m e a n  th e  C o m p a n y ’s  P re s id e n t a n d  C h ie f E x e c u tiv e  O ffic e r. “C E O  D ire c t R e p o rts ” s h a ll m e a n

E x e c u tiv e  O ffic e rs  o f th e  C o m p a n y  w h o  a re  d ire c t re p o rts  to  th e  C o m p a n y ’s  P re s id e n t a n d  C h ie f E x e c u tiv e  O ffic e r. “C h a n g e  in  C o n tro l” s h a ll h a v e  th e  m e a n in g  s e t fo rth  in  E x h ib it A . “C o d e ” m e a n s  th e  In te rn a l R e v e n u e  C o d e  o f 1 9 8 6 , a s  a m e n d e d  fro m  tim e  to  tim e . “C o m p a n y ” m e a n s  H u m a n a  In c ., a  D e la w a re  c o rp o ra tio n , a n d  a n y  s u c c e s s o r th e re to . “C o m p e n s a tio n  C o m m itte e ” m e a n s  th e  O rg a n iz a tio n  a n d  C o m p e n s a tio n  C o m m itte e  o f th e  B o a rd . “D a te  o f T e rm in a tio n ” s h a ll m e a n  th e  d a te  s p e c ifie d  in  th e  N o tic e  o f T e rm in a tio n , n o t to  e x c e e d  th irty  (3 0 ) d a y s  fro m  th e  d a te  s u c h  N o tic e  o f T e rm in a tio n  is  g iv e n , o r a s  o th e rw is e  a g re e d  to  b y  E x e c u tiv e  a n d  th e  C o m p a n y .

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
159 of 240

Exempt from Business Proposal 
and Total Page Limits

922(E)

E hihit lO(aa) 

HUMA INC. 

HA GE IN CONlll.OL POLIC 

Thi Humana Inc. Change in Control Policy (thi "Policy") ha been adopted by the 
Organization & ompen ation Committee (the "Committee'') of the Board of Directors of the 

ompany to avoid the departure of and provide protection to xecutives in thee ent of a liange 
in Contro l in order that they may act in the best interest of all shareholders and to reinforce and 
encourage their continued attention and dedication to their duties witho ll t the distraction and 
concern for the lmcertainty that would result from the effects a Change in Control wo uld have on 
their personal ituations. Thi Policy hall be effecti ea of the Effective Date as provided herein, 
and hall apply to all Executive (as defined herein). 

ection I . Definitions. For purpo e · of thi Policy, the following terms hall have the 
following meaning: 

" Annual Base Salary'' shall mean an xecutive's stated annual compensation 
without regard to any bonus, perquisite or other benefits. 

" Board'' means the Boa.rd of Directors of the ompany. 

" Cause" shall mean a termination by reason of the conviction of ccutive, by a 
court of competent jurisdiction and following the e haustion of all po ible appeal of a criminal 
act involv ing the ompany or it asset . 

" CEO" shall mean the Company's President and Chief xocutive Officer. 

" CEO Direct Rlports" hall mean E ecutivc Officer of the Company who are 
direct reports to the Company 's Pre ident and Chief ecutive O lice . 

thereto. 

" Ohange in Conlrd'' shall have the meaning set forth in Exhibit A. 

" Code" mean the Internal Revenue Code of 1986, a amended from time to time. 

" Corrpany" means Humana Inc. a Delaware corporation, and any ·11ccessor 

" Corrpensation Conmttee" means the Organization and Compensation 
Committee of the Board. 

" DateofTernin ation'' shall mean the date spec ified in the Notice of Termination 
not to exceed thirty (JO) days from the date such Notice of Termination is given, or as otherwise 
agreed tO by xecutive and the Company. 



 

“E x e c u tiv e ” s h a ll m e a n  a ll e lig ib le  e m p lo y e e s , w h ic h  in c lu d e s  th e  C E O  D ire c t R e p o rts , o th e r E x e c u tiv e  O ffic e rs , a n d  s u c h  o th e r in d iv id u a ls  a s  id e n tifie d  b y  th e  C o m p e n s a tio n  C o m m itte e  w h o  d o  n o t h a v e  s e p a ra te  a g re e m e n ts  o r a rra n g e m e n ts  th a t p ro v id e  fo r p a y m e n ts  a n d /o r b e n e fits  u p o n  a  C h a n g e  in  C o n tro l (o th e r th a n  e q u ity  re la te d  a g re e m e n ts  o r a rra n g e m e n ts ). “E x e c u tiv e  O ffic e r” s h a ll in c lu d e  th o s e  e x e c u tiv e  o ffic e rs  d e s ig n a te d  b y  th e  B o a rd  u n d e r R u le  1 6 a -1 (f) u n d e r th e  S e c u ritie s  E x c h a n g e  A c t o f 1 9 3 4 , a s  a m e n d e d . “G o o d  R e a s o n ” s h a ll m e a n  th e  o c c u rre n c e  a fte r a  C h a n g e  in  C o n tro l o f a n y  o f th e  fo llo w in g  e v e n ts  w ith o u t E x e c u tiv e ’s  e x p re s s  w ritte n  c o n s e n t: (i) A n y  m a te ria l re d u c tio n  in  E x e c u tiv e ’s  title , a u th o rity  o r re s p o n s ib ilitie s , in c lu d in g  re p o rtin g  re s p o n s ib ilitie s ; (ii) A  re d u c tio n  b y  th e  C o m p a n y  in  E x e c u tiv e ’s  A n n u a l B a s e  S a la ry  a s  in  e ffe c t o n  th e  d a te  o f th e  C h a n g e  in  C o n tro l o r a s  th e  s a m e  m a y  b e  in c re a s e d  fro m  tim e  to  tim e ; (iii) T h e  re lo c a tio n  o f E x e c u tiv e ’s  o ffic e  a t w h ic h  E x e c u tiv e  is  to  p e rfo rm  h is  o r h e r d u tie s  to  a  lo c a tio n  m o re  th a n  th irty  (3 0 ) m ile s  fro m  th e  lo c a tio n  a t w h ic h  E x e c u tiv e  p e rfo rm e d  h is  o r h e r d u tie s  p rio r to  th e  C h a n g e  in  C o n tro l; (iv ) T h e  fa ilu re  b y  th e  C o m p a n y  to  c o n tin u e  in  e ffe c t a n y  in c e n tiv e , b o n u s  o r o th e r c o m p e n s a tio n  p la n  in  w h ic h  E x e c u tiv e  p a rtic ip a te s , u n le s s  th e  C o m p a n y  s u b s titu te s  a  s u b s ta n tia lly  e q u iv a le n t b e n e fit; (v )

T h e  fa ilu re  b y  th e  C o m p a n y  to  c o n tin u e  in  e ffe c t a n y  E x e c u tiv e  b e n e fit p la n  (in c lu d in g  a n y  m e d ic a l, h o s p ita liz a tio n , life  in s u ra n c e , d e n ta l o r d is a b ility  b e n e fit p la n  in  w h ic h  E x e c u tiv e  p a rtic ip a te d ) o r a n y  m a te ria l frin g e  b e n e fit o r p e rq u is ite  e n jo y e d  b y  E x e c u tiv e  a t th e  tim e  o f th e  C h a n g e  in  C o n tro l, u n le s s  th e  C o m p a n y  s u b s titu te s  b e n e fits  w h ic h , in  th e  a g g re g a te , a re  e q u iv a le n t; o r (v i) T h e  fa ilu re  o f th e  C o m p a n y  to  o b ta in  a  s a tis fa c to ry  a g re e m e n t fro m  a n y  s u c c e s s o r o r a s s ig n  o f th e  C o m p a n y  to  a s s u m e  a n d  a g re e  to  p e rfo rm  th is  P o lic y . A  te rm in a tio n  o f e m p lo y m e n t b y  th e  E x e c u tiv e  fo r G o o d  R e a s o n  s h a ll o n ly  b e  e ffe c tu a te d  a fte r g iv in g  th e  C o m p a n y  w ritte n  n o tic e  o f th e  te rm in a tio n , s e ttin g  fo rth  th e  c o n d u c t o f th e  C o m p a n y  th a t c o n s titu te s  G o o d  R e a s o n , w ith in  3 0  d a y s  o f th e  firs t d a te  o n  w h ic h  th e  E x e c u tiv e  h a s  k n o w le d g e  o f s u c h  c o n d u c t. T h e  E x e c u tiv e  s h a ll fu rth e r p ro v id e  th e  C o m p a n y  w ith  a t le a s t 3 0  d a y s  fo llo w in g  th e  d a te  o n  w h ic h  s u c h  w ritte n  n o tic e  is  p ro v id e d  to  c u re  s u c h  c o n d u c t. If th e  C o m p a n y  fa ils  to  c u re  s u c h  c o n d u c t, a  te rm in a tio n  o f e m p lo y m e n t b y  th e  E x e c u tiv e  fo r G o o d  R e a s o n  s h a ll b e  e ffe c tiv e  o n  th e  d a y  fo llo w in g  th e  e x p ira tio n  o f s u c h  3 0 -d a y  c u re  p e rio d . “E ffe c tiv e  D a te ” m e a n s  M a rc h  1 , 2 0 1 9 , w h ic h  is  th e  d a te  th a t th is  P o lic y  is  e ffe c tiv e . 2
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" Exoo..rti ve" shall mean all eligible employees, which includes the C O Direct 
Reports, other x0Cl1tive Offic rs, and such other individuals as identified by the Compensation 
Commiuee who do not have eparate agreements or arrangement that pro ide for payments and/or 
benefits upon a Change in Control (other than equity related agreement or arrangements). 

" Executive Offl oer" shall include those executive. officers designated by the Board 
under Rule l 6a- 1 (f) under the Securitie Exchange Act of 1934, a amended. 

" Good REBIDn" shall me.an the occurrence after a Change in ontrol of any of the 
foll owing events without Executive's express written consent: 

(i) Any material reduction in ecut ive' title, authority or 
responsibil ities, including reporting responsibilities; 

(ii) A reduction by the Company in ccutive's Annual Ba e Salary a 
in effect on the date of the Change in ontrol or a the same may be increa ed from time 
to time; 

(iii) The relocation of Executive' office at which E ·ocutive i to 
per orm his or her duties to a location more than thitty (30) miles from the location at which 

xecutive performed hi or her duties prior to the hange in ontrol· 

(i ) The fa ilure by the Company to continue in effect any incentive, 
bonus or other compensation plan in which xecutive participate , unle the Company 
substitute a substanti ally equivalent benefit· 

(v) The fa ilure by the Company 10 continue in effect any Executive 
benefit plan (including any medical, hospitaJization, life insurance dental or disability 
benefit plan in which xecutive participated) or any mater.ial fringe benefit or perquisite 
enjoyed hy Executive at the time of the hange in ontrol unless the ompany suhstitutes 
benefits which, in the aggregate are equivalent; or 

(vi) The failure of the Company to obtail a atisfactory agreement from 
any successor or assign of the Company to assume and agree to perform this Policy. 

A tennination of employment by the E ecutive for Good Reason hall only be eftectuated 
after giviJ1g the ompany wdtten not ice of the tennination, setting forth the conduct of the 

ompany that constitutes Good Reason within 30 day._ of the fir. t date on which the 
xecuhve has knowledge of such conduct The xecutive shall further provide the 

Company with at le.ast 30 days following the date on which ' uch writt en notice is provided 
to cure ucb conduct. lf the Company fails to cure such conduct, a termination of 
employment by the E ccuti e for Good Reason hall be cffe.ctive on the day following the 
expiration of uch 30-day cure period. 

"Effective Date" means March I, 20 19, which is lhe date that this Policy is 
effective. 
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“E x c h a n g e  A c t” m e a n s  th e  S e c u ritie s  E x c h a n g e  A c t o f 1 9 3 4 , a n d  a n y  s u c c e s s o r s ta tu te , a s  it m a y  b e  a m e n d e d  fro m  tim e  to  tim e . “N o tic e  o f T e rm in a tio n ” s h a ll m e a n  a  n o tic e  w h ic h  s h a ll in d ic a te  th e  s p e c ific  te rm in a tio n  p ro v is io n  in  th is  P o lic y  w h ic h  is  re lie d  u p o n  a n d  s h a ll s e t fo rth  in  re a s o n a b le  d e ta il th e  fa c ts  a n d  c irc u m s ta n c e s  c la im e d  to  p ro v id e  a  b a s is  fo r te rm in a tio n  o f E x e c u tiv e ’s  e m p lo y m e n t u n d e r th e  p ro v is io n  s o  in d ic a te d . A n y  p u rp o rte d  te rm in a tio n  b y  th e  C o m p a n y  o r b y  E x e c u tiv e  h e re u n d e r s h a ll n o t b e  e ffe c tiv e  u n til c o m m u n ic a te d  b y  w ritte n  N o tic e  o f T e rm in a tio n  to  th e  o th e r p a rty . “P a y m e n ts ” m e a n s  a n y  p a y m e n t o r d is trib u tio n  o f a n y  ty p e  to  E x e c u tiv e  o r fo r E x e c u tiv e ’s  b e n e fit b y  th e  C o m p a n y , a n y  a ffilia te  o f th e  C o m p a n y , a n y  P e rs o n  w h o  a c q u ire s  o w n e rs h ip  o r e ffe c tiv e  c o n tro l o f th e  C o m p a n y  o r o w n e rs h ip  o f a  s u b s ta n tia l p o rtio n  o f th e  C o m p a n y ’s  a s s e ts  (w ith in  th e  m e a n in g  o f S e c tio n  2 8 0 G  o f th e  C o d e  a n d  th e  re g u la tio n s  th e re u n d e r), o r a n y  a ffilia te  o f s u c h  P e rs o n , w h e th e r p a id  o r p a y a b le  o r d is trib u te d  o r d is trib u ta b le  p u rs u a n t to  th e  te rm s  o f th is  P o lic y  o r o th e rw is e . “P e rs o n ” m e a n s  a n y  in d iv id u a l, c o rp o ra tio n , p a rtn e rs h ip , lim ite d  lia b ility  c o m p a n y , a s s o c ia tio n , tru s t o r o th e r e n tity  o r o rg a n iz a tio n , in c lu d in g  a  g o v e rn m e n t o r p o litic a l s u b d iv is io n  o r a n  a g e n c y  o r in s tru m e n ta lity  th e re o f. “Q u a lify in g  T e rm in a tio n ” m e a n s  (i) b y  th e  C o m p a n y  o th e r th a n  fo r

C a u s e , o r b y  E x e c u tiv e  fo r G o o d  R e a s o n  w ith in  tw e n ty -fo u r (2 4 ) m o n th s  fo llo w in g  a  C h a n g e  in  C o n tro l a n d  d u rin g  th e  te rm  o f th is  P o lic y , o r (ii) b y  th e  C o m p a n y  o th e r th a n  fo r C a u s e  a t a n y  tim e  p rio r to  th e  d a te  o f a  C h a n g e  in  C o n tro l a n d  s u c h  te rm in a tio n  o c c u rre d  a fte r th e  C o m p a n y  e n te re d  in to  a  d e fin itiv e  a g re e m e n t, th e  c o n s u m m a tio n  o f w h ic h  w o u ld  c o n s titu te  a  C h a n g e  in  C o n tro l. “S e c tio n  4 0 9 A ” s h a ll m e a n  S e c tio n  4 0 9 A  o f th e  C o d e . “S e p a ra tio n  fro m  S e rv ic e ” m e a n s  a  te rm in a tio n  o f th e  e m p lo y m e n t re la tio n s h ip  o f E x e c u tiv e  w ith  th e  C o m p a n y  o r a n  a ffilia te  w ith in  th e  m e a n in g  o f S e c tio n  4 0 9 A  a n d  T re a s u ry  R e g u la tio n  s e c tio n  1 .4 0 9 A -1 (h ) o r a n y  s u c c e s s o r th e re to . “S e v e ra n c e  M u ltip le ” m e a n s  (i) fo r th e  C E O , tw o  a n d  a  h a lf (2 .5 ) tim e s , (ii) fo r C E O  D ire c t R e p o rts , tw o  (2 ) tim e s , a n d  (iii) fo r o th e r E x e c u tiv e s , n o  g re a te r th a n  o n e  a n d  a  h a lf (1 .5 ) tim e s . “S e v e ra n c e  P e rio d ” m e a n s  (i) fo r th e  C E O , th irty  (3 0 ) m o n th s , (ii) fo r C E O  D ire c t R e p o rts , tw e n ty -fo u r (2 4 ) m o n th s , a n d  (iii) fo r o th e r E x e c u tiv e s , n o  g re a te r th a n  e ig h te e n  (1 8 ) m o n th s  o r s u c h  o th e r p e rio d  a s  th e  C o m m itte e  s h a ll d e te rm in e . “S e v e ra n c e  R a te ” m e a n s  a n  a m o u n t e q u a l to  th e  s u m  o f (A ) E x e c u tiv e ’s  A n n u a l B a s e  S a la ry  a t th e  g re a te r o f th e  ra te  in  e ffe c t a t th e  tim e  th e  C h a n g e  in  C o n tro l o c c u rre d , if a p p lic a b le , o r w h e n  th e  N o tic e  o f T e rm in a tio n  w a s  g iv e n  p lu s  (B ) th e  ta rg e t a n n u a l b o n u s  o r in c e n tiv e  c o m p e n s a tio n  w h ic h  c o u ld  h a v e  b e e n  e a rn e d  b y

E x e c u tiv e  (in c lu d in g , b u t n o t lim ite d  to , a n y  ta rg e t s a le s  in c e n tiv e  c o m p e n s a tio n , to  th e  e x te n t a p p lic a b le ) c a lc u la te d  a s  if a ll re le v a n t g o a ls  h a d  b e e n  m e t d u rin g  th e  th e n -c u rre n t fis c a l y e a r o f th e  C o m p a n y  p u rs u a n t to  th e  te rm s  o f th e  in c e n tiv e  c o m p e n s a tio n  p la n  in  w h ic h  E x e c u tiv e  p a rtic ip a te s . With  re s p e c t to  c la u s e  (B ), If th e re  3
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" Exchange Act" means the Securities Exchange Act of 1934, and any successor 
statule, as it rnay be amended from time to tirne. 

" Notice of Te:nrination" shall mean a notice which shall indicate the speci fi c 
termination provision in this Policy which is relied upon and shall set forth in reasonable detail the 
facts and circumstanc-es claimed to provide a basis for termination of Executive' employment 
under the provision so indicated. Any purpor ed tem1ina1ion by the Company or by Executive 
hereunder shall not be effective until communjcatcd by written Notice ofTcnnination to the other 
party. 

" Payments'' means any payment or di tribution of any type to Executive or for 
E ecutive benefit by the Company, any affiliate of the Company, any Person \ ho acquires 
owner hip or effective control of the Company or ownership of a ubstantial portion of the 
Company's assets (witbia the meaning of Sect i.on 2800 of the ode and the regulation 
thereunder), or any affil iate of such Person, whether paid or payable or distributed or distributable 
pursuant to the terms of this Policy or otherwise. 

"Person" mean any individual, corporation partner hip, limited liability company 
association trust or other entity or organization, including a government or political subdivision 
or an agency or instrumentality thereof. 

" Qualifying Terrrination" means (i) by the Company other than for au e, or by 
Executive for Good Reason with in twenty-four (24) months following a bange in ontrol and 
during the term of this Policy, or (ii) by the ompany other than for ause at any time prior to the 
date of a Change in Control and such termination 0CCL1n ed after the Company entered into a 
definiti · e agreement, the con ummation of which would constitute a Change in Control. 

" Sdion 409A" shall mean ection 409A of the ode. 

" S::paration from S:rvioe" mean a termination of the employment relationship of 
Executive with the ompany or an affiliate within the meaniDg of Section 409A and Trea ury 
Regulation section l .409A-l (h) or any successor thereto. 

''$9\ferance Multiple'' means (i} for the CEO, two and a half (2.5 ) times, (ii) for 
0 Di rect Reports two (2) time and (i ii) for other Executives no greater than one and a half 

( l .5) times. 

"S3verance Period" mean (i) for the EO, thirty (30) months (ii) for CEO Direct 
Reports, twenty-four (24) months and (iii) for other xecutives, no greater than eighteen (18) 
months or such other period as the ommittee shall determine. 

''$9\ferance Rate" mean an amount equal to the um of (A) Executive' Annual 
Base Salary at the greater of the rate in effect at the time the hange in Control occurred, if 
appl icable, or when the otice of Tennination was given plus (B) the target annual bonus or 
incentive compensation which could have been eamed by xecutive (including hut not limited to, 
any target sales incentive compensation, to the extent applicable) calculated as if all relevant goals 
had b en met during the then-current fi cal ye.ar of th Company pur uanl lo the terms o( the 
incentive comp en ation plan in which Executive participates. \Vith re peel to clau e (B), If there 

3 



 

is  n o  in c e n tiv e  c o m p e n s a tio n  p la n  in  e ffe c t a t th e  tim e  th e  N o tic e  o f T e rm in a tio n  is  g iv e n , th e n  fo r p u rp o s e s  o f c la u s e  (B ) h e re o f it s h a ll b e  a s s u m e d  th a t th e  a m o u n t o f in c e n tiv e  c o m p e n s a tio n  to  b e  p a id  to  E x e c u tiv e  s h a ll b e  th e  ta rg e t a m o u n t u n d e r a n y  in c e n tiv e  c o m p e n s a tio n  p la n  in  w h ic h  E x e c u tiv e  p a rtic ip a te d  a t th e  d a te  o f th e  C h a n g e  in  C o n tro l, if a p p lic a b le , o r th e  m o s t re c e n t p la n  p a rtic ip a te d  in , w h ic h e v e r w o u ld  b e  g re a te r. B e n e fits . (a ) In  th e  e v e n t o f a  Q u a lify in g  T e rm in a tio n , s u b je c t to  S e c tio n s  3 (d ), 4  a n d  5  h e re o f, th e  C o m p a n y  s h a ll p a y  to  E x e c u tiv e  in  a  lu m p  s u m  w ith in  fifte e n  (1 5 ) b u s in e s s  d a y s  a fte r th e  D a te  o f T e rm in a tio n : (i) E x e c u tiv e ’s  b a s e  s a la ry  e a rn e d  b u t n o t y e t p a id  th ro u g h  th e  D a te  o f T e rm in a tio n  a t th e  g re a te r o f th e  ra te  in  e ffe c t a t th e  tim e  th e  C h a n g e  in  C o n tro l o c c u rre d , if a p p lic a b le , o r w h e n  th e  N o tic e  o f T e rm in a tio n  w a s  g iv e n , p lu s  a n y  b o n u s e s  o r in c e n tiv e  c o m p e n s a tio n  w h ic h , p u rs u a n t to  th e  te rm s  o f a n y  c o m p e n s a tio n  o r b e n e fit p la n , h a v e  b e e n  e a rn e d  a n d  a re  p a y a b le  a s  o f th e  D a te  o f T e rm in a tio n , b u t h a v e  n o t a c tu a lly  b e e n  p a id  b y  th e  D a te  o f T e rm in a tio n . F o r p u rp o s e s  o f th is  P o lic y , b o n u s e s  a n d  in c e n tiv e  c o m p e n s a tio n  s h a ll b e  c o n s id e re d  p a y a b le  if a ll c o n d itio n s  fo r e a rn in g  th e m  h a v e  b e e n  m e t a n d  a n y  re q u ire m e n t th a t E x e c u tiv e  b e  a c tiv e ly  e m p lo y e d  a s  o f th e  d a te  o f p a y m e n t s h a ll b e  d is re g a rd e d ; (ii) A  lu m p  s u m  in  a n

a m o u n t e q u a l to  (x ) th e  a p p lic a b le  S e v e ra n c e  M u ltip le  fo r s u c h  E x e c u tiv e  m u ltip lie d  b y  (y ) th e  S e v e ra n c e  R a te . (b ) In  a d d itio n , in  th e  e v e n t o f a  Q u a lify in g  T e rm in a tio n  th e  C o m p a n y  s h a ll, fo r th e  p e rio d  s ta te d  b e lo w , m a in ta in  in  fu ll fo rc e  a n d  e ffe c t fo r th e  b e n e fit o f E x e c u tiv e  a n d  E x e c u tiv e ’s  d e p e n d e n ts  a n d  b e n e fic ia rie s , a t th e  C o m p a n y ’s  e x p e n s e , a ll life  in s u ra n c e , h e a lth  in s u ra n c e , d e n ta l in s u ra n c e , a c c id e n ta l d e a th  a n d  d is m e m b e rm e n t in s u ra n c e  a n d  d is a b ility  in s u ra n c e  u n d e r p la n s  a n d  p ro g ra m s  in  w h ic h  E x e c u tiv e  a n d /o r E x e c u tiv e ’s  d e p e n d e n ts  a n d  b e n e fic ia rie s  p a rtic ip a te d  im m e d ia te ly  p rio r to  th e  C o n s u m m a tio n  o f th e  C h a n g e  in  C o n tro l, p ro v id e d  th a t c o n tin u e d  p a rtic ip a tio n  is  p o s s ib le  u n d e r th e  g e n e ra l te rm s  a n d  p ro v is io n s  o f s u c h  p la n s  a n d  p ro g ra m s  (th e  “E x te n d e d  B e n e fits ”). T h e  E x te n d e d  B e n e fits  s h a ll b e  c o n tin u e d  u n til th e  e a rlie r o f (A ) th e  e n d  o f th e  a p p lic a b le  S e v e ra n c e  P e rio d  fo r s u c h  E x e c u tiv e , a n d  (B ) th e  e ffe c tiv e  d a te  o f E x e c u tiv e ’s  c o v e ra g e  u n d e r e q u iv a le n t b e n e fits  fro m  a  n e w  e m p lo y e r (p ro v id e d  th a t n o  s u c h  e q u iv a le n t b e n e fits  s h a ll b e  c o n s id e re d  e ffe c tiv e  u n le s s  a n d  u n til a ll p re -e x is tin g  c o n d itio n  lim ita tio n s  a n d  w a itin g  p e rio d  re s tric tio n s  h a v e  b e e n  w a iv e d  o r h a v e  o th e rw is e  la p s e d ). If p a rtic ip a tio n  in  a n y  s u c h  p la n  o r p ro g ra m  is  b a rre d , th e  C o m p a n y  s h a ll a rra n g e  a t its  o w n  e x p e n s e  to  p ro v id e  E x e c u tiv e

w ith  b e n e fits  s u b s ta n tia lly  s im ila r to  th o s e  w h ic h  E x e c u tiv e  w o u ld  h a v e  b e e n  e n title d  to  re c e iv e  u n d e r s u c h  p la n s  a n d  p ro g ra m s . A t th e  e n d  o f th e  p e rio d  o f c o v e ra g e , E x e c u tiv e  s h a ll h a v e  th e  rig h t to  h a v e  a s s ig n e d  to  h im  o r h e r, a t n o  c o s t a n d  w ith  n o  a p p o rtio n m e n t o f p re p a id  p re m iu m s , a n y  a s s ig n a b le  in s u ra n c e  p o lic y  re la tin g  s p e c ific a lly  to  h im  o r h e r. A t th e  c o n c lu s io n  o f th e  c o v e ra g e  p ro v id e d  u n d e r th is  S e c tio n  3 (b ), E x e c u tiv e  s h a ll b e  e n title d  to  th e  c o n tin u a tio n  fo r a  p e rio d  o f 1 8  m o n th s  o f th e  h e a lth  a n d  d e n ta l in s u ra n c e  th e n  b e in g  p ro v id e d  to  h im  o r h e r a t a  c o s t to  h im  o r h e r e q u a l to  th e  a m o u n t th e n  b e in g  c h a rg e d  to  e m p lo y e e s  o f th e  C o m p a n y  fo r s u c h  c o v e ra g e  p ro v id e d  p u rs u a n t to  th e  C o n s o lid a te d  O m n ib u s  B u d g e t R e c o n c ilia tio n  A c t (C O B R A ). T h e  c o v e ra g e  p ro v id e d  p u rs u a n t to  th is  S u b s e c tio n  s h a ll b e  in  s a tis fa c tio n  o f th e  C o m p a n y ’s  4
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is no incentive e-0mpensation plan in effect at the time the · otice. ofTennination is given, then for 
purposes of clause (B) hereof it shall be assurned that the amount of incentive c-ompensation to be 
paid to E ecutl e shall be the target amount under any incenti e compensation plan in which 
Executive participated at the date of the Change in Control, if applicable, or the most recent plan 
participated in, whichever would be greater. 

ection 2. Benefit . 

(a) In the event of a Qualifying Termination, subject to Sections 3(d), 4 
and 5 hereof, the Company shall pay to Executive in a lump sum within fifteen ( 15) business days 
after the Date of Termination: 

(i) Executive s base sa lary earned but not yet paid through the Date of 
Tennination at tbe greater of the rnte in effect at the time the Change in Control oc-curred, 
if applicable, or when the Notic-e of Termination was given, plu any bonuses or incentive 
compensation which, pursuant to the lcnns of any compensation or benefit plan, have been 
earned and arc payable a of tJ1e Date of Tennination, but have not actually been paid by 
the Date of Termination. For purpo es of this Policy bonuses and incentive compen ation 
shall be considered payable if all conditions for earning them have been met and any 
requirement that Executive be active ly employed as of the date of payment shall be 
disregarded; 

ii) A lump sum in an amoun t equal to (x) the applicable Severance 
Multiple for such Executive multiplied by (y) the Severance Rate. 

(b) 1.11 addition, in the event of a Qualifying Termination the Company 
shall, for the period tate<l below, maintain in full force and effect for the benefit of Executive and 
Executive's dependents and beneficiaries at the Company's expense, all life insurance, health 
insurance, dental insurance, accidental death and dismembennent insurance and disa bil ity 
insuranc-e under plan and programs in which Executive and/or Executive's dependent and 
beneficiari pa1ticipated immediately prior to the Con ummation of the hange in Control, 
provided tllat continued participation i po sible under the general tenn and provi ions of uch 
plans and programs (the "Extended Benefit"). n , e Extended Benefits shall be continued un til the 
earlier of(A) the end of the applicable evernnce Period for such , xecutive, and (B) the effective 
date of Executive's e-0verage under equivalent benefits from a new employer (provided that no 
uch equi alent benefits shall be considered effective Llnle and until all pre-existing condition 

limitations and waiting period restrictions have been waived or have otherwise lap ed). If 
participation in any uch plan or program i barred, the Company hall arrange at it own e pen e 
to provide Executive with benefits ubstantially similar to tbo e which Executive would have been 
entitled to receive under such plans and programs. At the end of the period of coverage, Executive 
shall have the right to have assigned to hi m or her, at no cost and with no apportionment of prepaid 
premiums, any assignable insurance pol icy relating specifically to him or her. At the c.onclu ion 
of the co erage pro · ided under this Section 3(b , E e.cutive hall be entitled to the continuation 
for a period of 18 months of the health and dental insnrance then being provided to him or her at 
a co t to him or her equal to the amount then being charged to employees of the Company for such 
coverage provided pursuant to the Consolidated Omnibus Budget Reconciliation Act ( OBRA). 
The coverage provided pursuant to this ubsection shall be in satisfaction of the ompany's 
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o b lig a tio n  to  p ro v id e  c o v e ra g e  u n d e r C O B R A . T h e  C o m p a n y  w ill u s e  a ll c o m m e rc ia lly  re a s o n a b le  e ffo rts  to  p ro v id e  fo r th e  c o n tin u a tio n  o f b e n e fits  in  a  m a n n e r th a t (A ) d o e s  n o t s u b je c t th e  b e n e fits  to  S e c tio n  4 0 9 A  a n d  (B ) d o e s  n o t c a u s e  th e  b e n e fits  to  b e  in c lu d e d  in  th e  ta x a b le  in c o m e  o f E x e c u tiv e . (c ) In  a d d itio n , u p o n  a  Q u a lify in g  T e rm in a tio n  o f e m p lo y m e n t, th e  C o m p a n y  w ill (i) p ro v id e  a n  E x e c u tiv e  w h o  is  th e  C E O  o r a  C E O  D ire c t R e p o rt w ith  fin a n c ia l p la n n in g  s e rv ic e s  d u rin g  th e  o n e  y e a r p e rio d  im m e d ia te ly  fo llo w in g  th e  D a te  o f T e rm in a tio n  o n  th e  s a m e  te rm s  a s  th e  fin a n c ia l p la n n in g  s e rv ic e s  w e re  p ro v id e d  to  s u c h  E x e c u tiv e  im m e d ia te ly  p rio r to  th e  C h a n g e  in  C o n tro l a n d  (ii) p ro v id e  e lig ib le  in d iv id u a ls  w ith  o u tp la c e m e n t s e rv ic e s  th ro u g h  a n  o u tp la c e m e n t firm  o f th e  C o m p a n y ’s  c h o o s in g  a t a  le v e l o f s e rv ic e s  to  b e  d e te rm in e d  b y  th e  C o m p a n y , w ith  s u c h  s e rv ic e s  to  e x te n d  u n til th e  e a rlie r o f (A ) tw e lv e  m o n th s  fo llo w in g  th e  D a te  o f T e rm in a tio n  fo r th e  C E O  o r C E O  D ire c t R e p o rts , o r s ix  m o n th s  fo llo w in g  th e  D a te  o f T e rm in a tio n  fo r o th e r E x e c u tiv e s , o r (B ) th e  d a te  E x e c u tiv e  s e c u re s  fu ll tim e  e m p lo y m e n t. (d ) B e n e fits  u n d e r th is  P o lic y  s h a ll n o t b e  d u p lic a tiv e  o f, a n d  s h a ll b e  o ffs e t b y , th e  s a m e  ty p e  o f b e n e fit p a y a b le  u n d e r a n  a g re e m e n t b e tw e e n  th e  C o m p a n y  a n d  E x e c u tiv e  o r a n o th e r p la n , p ro g ra m  o r a rra n g e m e n t o f th e  C o m p a n y  c o v e rin g  E x e c u tiv e . T o  th e  e x te n t

th a t b e n e fits  u n d e r th is  P o lic y  a re  th e  s a m e  ty p e  o f b e n e fit p a y a b le  u n d e r s u c h  a g re e m e n t o r p la n , p ro g ra m  o r a rra n g e m e n t w h ic h  is  s u b je c t to , a n d  n o t e x e m p t fro m , th e  re q u ire m e n ts  o f S e c tio n  4 0 9 A , th e n  th e  b e n e fits  p a y a b le  u n d e r th is  P o lic y  s h a ll b e  p a y a b le  a t th e  s a m e  tim e  a n d  in  th e  s a m e  fo rm  a s  th e  b e n e fits  p a y a b le  u n d e r s u c h  a g re e m e n t o r p la n , p ro g ra m  o r a rra n g e m e n t, b u t o n ly  to  th e  e x te n t th a t s u c h  o th e r b e n e fits  a re  s u b je c t to  a n d  n o t e x e m p t fro m  S e c tio n  4 0 9 A . 2 8 0 G  C o n s id e ra tio n s . N o tw ith s ta n d in g  a n y th in g  to  th e  c o n tra ry  c o n ta in e d  in  th is  P o lic y , (a ) to  th e  e x te n t th a t a n y  P a y m e n ts  c o n s titu te  “p a ra c h u te  p a y m e n ts ” (w ith in  th e  m e a n in g  o f S e c tio n  2 8 0 G  o f th e  C o d e ), a n d  if (b ) s u c h  a g g re g a te  P a y m e n ts  w o u ld , if re d u c e d  b y  a ll fe d e ra l, s ta te  a n d  lo c a l ta x e s  a p p lic a b le  th e re to  (in c lu d in g  th e  e x c is e  ta x  im p o s e d  u n d e r S e c tio n  4 9 9 9  o f th e  C o d e  (th e  “E x c is e  T a x ”)), b e  le s s  th a n  th e  a m o u n t th a t E x e c u tiv e  w o u ld  re c e iv e , a fte r a ll ta x e s , if E x e c u tiv e  re c e iv e d  a g g re g a te  P a y m e n ts  e q u a l (a s  v a lu e d  u n d e r S e c tio n  2 8 0 G  o f th e  C o d e ) to  o n ly  th re e  tim e s  E x e c u tiv e ’s  “b a s e  a m o u n t” (w ith in  th e  m e a n in g  o f S e c tio n  2 8 0 G  o f th e  C o d e ), le s s  $ 1 .0 0 , th e n  (c ) s u c h  P a y m e n ts  w ill b e  re d u c e d  (b u t n o t b e lo w  z e ro ) if a n d  to  th e  e x te n t n e c e s s a ry  s o  th a t n o  P a y m e n ts  to  b e  m a d e  o r b e n e fit to  b e  p ro v id e d  to  E x e c u tiv e  w ill b e  s u b je c t to  th e  E x c is e  T a x . A ll

d e te rm in a tio n s  re q u ire d  to  b e  m a d e  p u rs u a n t to  th is  le tte r a g re e m e n t w ill b e  m a d e  b y  a  n a tio n a lly  re c o g n iz e d  a c c o u n tin g  firm  s e le c te d  b y  th e  C o m p a n y  (th e  “A c c o u n tin g  F irm ”), w h ic h  w ill p ro v id e  d e ta ile d  s u p p o rtin g  c a lc u la tio n s  (w h ic h  w ill in c lu d e  s p e c ific  in fo rm a tio n  a b o u t e a c h  P a y m e n t (in c lu d in g  th e  a m o u n t o f e a c h  P a y m e n t)). F o r p u rp o s e s  o f m a k in g  th e  c a lc u la tio n s  re q u ire d  b y  th is  S e c tio n  4 , th e  A c c o u n tin g  F irm  m a y  m a k e  re a s o n a b le  a s s u m p tio n s  a n d  a p p ro x im a tio n s  c o n c e rn in g  a p p lic a b le  ta x e s  a n d  m a y  re ly  o n  re a s o n a b le , g o o d  fa ith  in te rp re ta tio n s  c o n c e rn in g  th e  a p p lic a tio n  o f S e c tio n s  2 8 0 G  a n d  4 9 9 9  o f th e  C o d e . E x e c u tiv e  a n d  th e  C o m p a n y  w ill fu rn is h  to  th e  A c c o u n tin g  F irm  s u c h  in fo rm a tio n  a n d  d o c u m e n ts  a s  th e  A c c o u n tin g  F irm  m a y  re a s o n a b ly  re q u e s t in  o rd e r to  m a k e  a  d e te rm in a tio n  u n d e r th is  le tte r a g re e m e n t. T h e  C o m p a n y  w ill b e a r a ll c o s ts  a n d  m a k e  a ll p a y m e n ts  fo r th e  A c c o u n tin g  F irm ’s  s e rv ic e s  re la tin g  to  a n y  c a lc u la tio n s  c o n te m p la te d  b y  th is  S e c tio n  4  a n d  a n y  s u c h  d e te rm in a tio n  b y  th e  A c c o u n tin g  F irm  w ill b e  b in d in g  u p o n  E x e c u tiv e  a n d  th e  C o m p a n y . If a  d e te rm in a tio n  is  m a d e  to  re d u c e  th e  P a y m e n ts , th e  C o m p a n y  w ill re d u c e  o r e lim in a te  th e  P a y m e n ts  (i) b y  firs t re d u c in g  o r e lim in a tin g  th e  p o rtio n  o f th e  P a y m e n ts  re la tin g  to  th e  p ro v is io n  o f o u tp la c e m e n t s e rv ic e s , (ii) 5
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obligation to provide coverage under COBRA. The Company will use all commercially reasonable 
efforts to provide for the continua ti on of benefits in a manner that (A) does not subject the benefit 
to Section 409A and (B) doe not cau e the benefit to be included in the taxable incom of 
Executive. 

(c) In addition, upon a Qualifying Tem1ination of employment, the 
Company will (i) pro ide an Executive who is the CEO or a CEO Dir ~l Report with financia l 
planning crvlcc during the one year period immediately following the Date of Termination on 
the ame tenn as the financial planning ervice were provided to uch - ec.utive immediately 
prior to the hange in ontrol and (ii) provide eligible individuals with outplacement ervice 
through an 0L1tplacement finn of the Company s choosing at a level of services to be determined 
by the Company, with such services to extend until the earlier of (A) twelve months following the 
Oat of Termination for the CEO or CEO Direct Report , or six months following the Date of 
Termination for other E ecutive , or (B the date Executive ecurcs full time employment. 

(d) Benefits under th i · Policy shall not be duplicative of, and shall be 
offset by, the same type of benefit payable under an agreement between the Company and 
Executive or another plan, program or arrangement of the Company c-0 ering E ecuti e. To the 
e tent that benefits under thi Policy are the ame type of benefit payable under such agreement 
or 1>lan, program or arrangement which i ubject to and not exempt from the requirements of 

ection 409A, then the benefits payable under this Policy shall be payable at the same time and in 
the same form as the benefits payable under such agreement or plan, program or arrangement but 
on ly to the extent that such other benefits are subject to and not exempt from Section 409A. 

cction 3. 2800 onsiderations. otwithstanding anyth ing to the contrary contained 
in this Policy, (a) to the extent that any Payments constitute "parachute payments'' (within the 
meaning of Sec ti on 280G of the Code), and if (b) such aggregate Payments would, if reduce.d by 
all federal, tale and local ta es applicable thereto (including the exci e tax impose.d under Section 
4999 of the Code (the "E cise Tax")), be k_ than the amount that E ecutive would recel e, after 
all taxe , if ' · xecutive received aggregate Payment equal (a valued under ection 2800 of the 

ode) to only three times Executive' "base amount'' (within the meaning of Section 280 of the 
Code), less $ 1.00, then (c) such Payments will be reduced (but not below zero) if and to the extent 
necessary so that no Payments to be. made or benefit to be provided to Execut ive will be subject to 
the Excise Tax. All determinations required to be made pursuant to this letter agreement will be 
made by a nationally recognized accounting finn elected by the Company (the " Accounting 
firm") , which will provide detailed upporting calculations (which wilJ include pecific 
info rmation about each Payment (including the amount of each Payment)). For purpo e of 
making the calculations required by this ection 4 , the Accounting fi m1 may make reasonable 
assumptions and approximations concern ing appl icable taxes and may rely on reasonable, good 
faith inte rpreta tions concerning the application of Section 280G and 4999 of the Code. Executive 
and the Company will furnish to the Accounting Firm uch information and documents a the 
Accounting Firm may reasonably reque t in order to make a determination under thi letter 
agreement. The Company will bear all costs and make all payment for the Accounting Finn ' 
services relating to any calculations contemplated by this ection 4 and any such detennination by 
the Ace-0unting irm will be binding upon xecutive. and the Company. If a determination is made 
to re.d uce the Payments, the Company will reduce or eliminate the Payments (i) by firs t reducing 
or eliminating th portion of the Payments relating to the provi ion of out,pla.cement ervic , (ii) 
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th e n  b y  re d u c in g  o r e lim in a tin g  c a s h  p a y m e n ts  (o th e r th a n  c a s h  p a y m e n ts  th a t a re  s u b je c t to  c la u s e  (iv ) h e re o f), (iii) th e n  b y  re d u c in g  o r e lim in a tin g  th e  p o rtio n  o f th e  P a y m e n ts  w h ic h  a re  n o t p a y a b le  in  c a s h  a n d  a re  a ttrib u ta b le  to  e q u ity  a w a rd s  (o th e r th a n  th a t p o rtio n  o f s u c h  P a y m e n ts  th a t a re  s u b je c t to  c la u s e  (iv ) h e re o f), a n d  (iv ) th e n  b y  re d u c in g  o r e lim in a tin g  th e  p o rtio n  o f th e  P a y m e n ts  (w h e th e r p a y a b le  in  c a s h  o r n o t p a y a b le  in  c a s h ) to  w h ic h  T re a s u ry  R e g u la tio n  §  1 .2 8 0 G -1  Q /A  2 4 (c ) a p p lie s , in  e a c h  c a s e  in  re v e rs e  o rd e r b e g in n in g  w ith  p a y m e n ts  o r b e n e fits  w h ic h  a re  to  b e  p a id  th e  la te s t in  tim e . It is  p o s s ib le  th a t, a fte r th e  d e te rm in a tio n s  a n d  s e le c tio n s  p u rs u a n t to  th is  le tte r a g re e m e n t a re  m a d e , E x e c u tiv e  w ill re c e iv e  P a y m e n ts  th a t a re , in  th e  a g g re g a te , e ith e r m o re  o r le s s  th a n  th e  a m o u n t th a t s h o u ld  h a v e  b e e n  p ro v id e d  (h e re a fte r re fe rre d  to  a s  a n  “E x c e s s  P a y m e n t” o r “U n d e rp a y m e n t,” re s p e c tiv e ly ). If it is  e s ta b lis h e d , p u rs u a n t to  a  fin a l d e te rm in a tio n  o f a  c o u rt o r a n  In te rn a l R e v e n u e  S e rv ic e  p ro c e e d in g  th a t h a s  b e e n  fin a lly  a n d  c o n c lu s iv e ly  re s o lv e d , th a t a n  E x c e s s  P a y m e n t h a s  b e e n  m a d e , th e n  E x e c u tiv e  w ill p ro m p tly  p a y  a n  a m o u n t e q u a l to  th e  E x c e s s  P a y m e n t to  th e  C o m p a n y . In  th e  e v e n t th a t it is  d e te rm in e d  (i) b y  a  fin a l d e te rm in a tio n  o f a  c o u rt o r (ii) b y  th e  A c c o u n tin g  F irm  u p o n  re q u e s t b y  e ith e r E x e c u tiv e  o r th e  C o m p a n y , th a t a n  U n d e rp a y m e n t

h a s  o c c u rre d , th e  C o m p a n y  w ill p ro m p tly  p a y  a n  a m o u n t e q u a l to  th e  U n d e rp a y m e n t to  E x e c u tiv e . R e s tric tiv e  C o v e n a n ts . In  c o n s id e ra tio n  o f E x e c u tiv e ’s  e m p lo y m e n t b y  th e  C o m p a n y  a n d  th e  rig h ts  a n d  b e n e fits  o f E x e c u tiv e  p ro v id e d  b y  th is  P o lic y , E x e c u tiv e  w ill e n te r in to  a g re e m e n ts  th a t c o n ta in  c e rta in  c o v e n a n ts  re g a rd in g  n o n -c o m p e titio n , n o n -s o lic ita tio n , n o n - d is p a ra g e m e n t a n d  s p e c ific  e n fo rc e m e n t w ith  th e  re s tric te d  p e rio d  fo r th e  n o n -c o m p e titio n  a n d  n o n -s o lic ita tio n  c o v e n a n ts  to  b e  th e  a p p lic a b le  S e v e ra n c e  P e rio d  fo r s u c h  E x e c u tiv e , c o m m e n c in g  u p o n  th e  D a te  o f T e rm in a tio n , w ith  s u c h  c o v e n a n ts  to  b e  s u b s ta n tia lly  in  th e  fo rm  a tta c h e d  a s  E x h ib it B  h e re to . A d m in is tra tio n . T h e  C o m p e n s a tio n  C o m m itte e  is  re s p o n s ib le  fo r th e  a d m in is tra tio n  o f th is  P o lic y  a n d  s h a ll h a v e  a ll p o w e rs  a n d  d u tie s  n e c e s s a ry  to  fu lfill its  re s p o n s ib ilitie s . T h e  C o m p e n s a tio n  C o m m itte e  s h a ll d e te rm in e  a n y  a n d  a ll q u e s tio n s  o f fa c t, re s o lv e  a ll q u e s tio n s  o f in te rp re ta tio n  o f th e  P o lic y  w h ic h  m a y  a ris e , a n d  e x e rc is e  a ll o th e r p o w e rs  a n d  d is c re tio n  n e c e s s a ry  to  b e  e x e rc is e d  u n d e r th e  te rm s  o f th e  P o lic y  w h ic h  it is  h e re in  g iv e n  o r fo r w h ic h  n o  c o n tra ry  p ro v is io n  is  m a d e . T h e  C o m p e n s a tio n  C o m m itte e  s h a ll h a v e  fu ll p o w e r a n d  d is c re tio n  to  in te rp re t th e  P o lic y  a n d  re la te d  d o c u m e n ts , to  re s o lv e  a m b ig u itie s , in c o n s is te n c ie s  a n d  o m is s io n s , to  d e te rm in e  a n y

q u e s tio n  o f fa c t, a n d  to  d e te rm in e  th e  rig h ts  a n d  b e n e fits , if a n y , o f a n y  E x e c u tiv e  o r o th e r e m p lo y e e , in  a c c o rd a n c e  w ith  th e  p ro v is io n s  o f th e  P o lic y . T h e  C o m p e n s a tio n  C o m m itte e ’s  d e c is io n  w ith  re s p e c t to  a n y  m a tte r s h a ll b e  fin a l a n d  b in d in g  o n  a ll p a rtie s  c o n c e rn e d . T h e  v a lid ity  o f a n y  s u c h  in te rp re ta tio n , c o n s tru c tio n , d e c is io n , o r fin d in g  o f fa c t s h a ll n o t b e  g iv e n  d e  n o v o  re v ie w  if c h a lle n g e d  in  c o u rt, b y  a rb itra tio n , o r in  a n y  o th e r fo ru m , a n d  s h a ll b e  u p h e ld  u n le s s  c le a rly  a rb itra ry  o r c a p ric io u s . T h e  C o m p e n s a tio n  C o m m itte e  m a y , fro m  tim e  to  tim e , b y  a c tio n  o f its  a p p ro p ria te  o ffic e rs , d e le g a te  to  d e s ig n a te d  p e rs o n s  o r e n titie s  th e  rig h t to  e x e rc is e  a n y  o f its  p o w e rs  o r th e  o b lig a tio n  to  c a rry  o u t its  d u tie s  u n d e r th e  P o lic y . S e c tio n  4 0 9 A  (a ) C o m p lia n c e . T o  th e  e x te n t a p p lic a b le , it is  in te n d e d  th a t th is  P o lic y  c o m p ly  w ith  th e  p ro v is io n s  o f S e c tio n  4 0 9 A , s o  a s  to  p re v e n t in c lu s io n  in  g ro s s  in c o m e  o f a n y  a m o u n ts  p a y a b le  o r b e n e fits  p ro v id e d  h e re u n d e r in  a  ta x a b le  y e a r th a t is  p rio r to  th e  ta x a b le  y e a r o r y e a rs  in  w h ic h  s u c h  a m o u n ts  o r b e n e fits  w o u ld  o th e rw is e  a c tu a lly  b e  d is trib u te d , p ro v id e d  o r 6
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then by reducing or eliminating cash payments (other than cash payments that are subject to clause 
(iv) hereof), (iii) then by reducing or eliminating the portion of the Payments which are not payable 
in ca h and are attribut,able to equity a'. ards (other than that portion of uch Payment that are 
ubject to clau e (iv) hercot), and (iv then by reducing or eliminating the portion of the Payments 

(whether payable in cash or not payable in ca h) to wbich Treasury Regulation§ L.280O-L Q/A 
24(c) applies, in each ca e in reverse order beginning with payment or benefit which are to be 
paid the latest in time. lt is possible that, after the determinations and selection. pursuant to this 
letter agreement are made, Executive will receive Payments that are, in the aggregate, either more 
or less than the amount that hould have been provided (hereafter refeITed to a an "Exce 
Payment' or '"Underpayment," re pccti cly) . If it i e tabli hed, pursuant to a final dctcnnination 
of a court or an lntemal Revenue Set ice proceeding that ha been finally and conclu ively 
resolved that an Exce s Payment has been made, then xecuti ve will promptly pay an amount 
equal to the Excess Payment to the ompany. In the event that it is determined (i) by a final 
detennination of a court or (i i) by the Acrnunting Finn upon request by either Executive or the 
Company, that an Underpayment ha occurred the Company will promptly pay an amount equal 
to the Underpayment to Executive. 

ection 4. Restrictive Covenants. In consideration of Executive 's employment by the 
Company and the right and benefit of Executive provided by this Policy, Executive will enter 
into agreements that contain cerlain covenant regarding non-competition, non- olieitation, non­
di paragement and specific enforcement with the re trictcd period for the non-competition and 
non-solicitation covenant to be the applicable Severance Period for uch xecutive, commencing 
upon the Date of Termination, with such covenants to be ub tantially in the form attached a 
Exh ibit B hereto. 

ection 5. Admini tration. T1le Compen ation Committee i responsible for the 
administrat ion of this Policy and shall have all power and dutie nece ary to fu lfill it 
responsibi lities . The Compens.ation ommittee shall determine any and all questions of fact, 
resolve all questions of interpretation of the Policy which may arise and exercise all other powers 
and di cretion necessary to be e ·erci ed under the tenn of th Policy which it i herein given or 
for which no contrary provi ion is made. The Compensation Committee hall have fu!J power and 
di cretion to interpret the Policy and related document to resolve. ambiguitie inconsi tencie 
and omissions, to deter.mine any question of fact, and to determine the rights and benefit if any 
of any Executive or other employee, in accordance with the provisions of the Pol icy. The 
Compensation Committee 's decision with respect to any matter shall be final and binding on all 
partie concerned. The · alidity of any such interpretation, construction, deci ion, or finding of fact 
hall not be gi en de no o review if challenged in court, by arbitration, or in any other forum, and 
hall be upheld unle s clearly arbitrary or capriciou . TI1e Compensation Committee may, from 

time to time, by action of it appropriate officer , delegate to designated pe1 ons or entiti.es the 
right to exercise any of its powers or the obl igation to carry out its duties under the Policy. 

ection 6. Section 409 A 

(a) Compliance. To the extent applicable, it is in tended that thi Policy 
comply ~ ith the pro 1 ion of Section 409A, o a to prevent inclusion in gro income of any 
amounts payable or benefits provided hereunder in a taxable year that i prior to the taxable year 
or years in which uch amounts or benefit would othetwise actually be distributed, provided or 
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o th e rw is e  m a d e  a v a ila b le  to  E x e c u tiv e . T h is  P o lic y  s h a ll b e  c o n s tru e d , a d m in is te re d , a n d  g o v e rn e d  in  a  m a n n e r c o n s is te n t w ith  th is  in te n t. If a n d  to  th e  e x te n t th a t a n y  p a y m e n t o r b e n e fit u n d e r th is  P o lic y  is  d e te rm in e d  b y  th e  C o m p a n y  to  c o n s titu te  “n o n -q u a lifie d  d e fe rre d  c o m p e n s a tio n ” s u b je c t to  S e c tio n  4 0 9 A  a n d  is  p a y a b le  to  E x e c u tiv e  b y  re a s o n  o f E x e c u tiv e ’s  te rm in a tio n  o f e m p lo y m e n t, th e n  s u c h  p a y m e n t o r b e n e fit s h a ll b e  m a d e  o r p ro v id e d  to  E x e c u tiv e  o n ly  u p o n  a  S e p a ra tio n  fro m  S e rv ic e  a s  d e fin e d  fo r p u rp o s e s  o f S e c tio n  4 0 9 A . E a c h  s e v e ra n c e  p a y m e n t u n d e r th is  P o lic y  w ill b e  c o n s id e re d  a  “s e p a ra te  p a y m e n t” a n d  n o t o n e  o f a  s e rie s  o f p a y m e n ts  fo r p u rp o s e s  o f S e c tio n  4 0 9 A . T o  th e  e x te n t th a t a n y  b e n e fits  to  b e  p ro v id e d  to  E x e c u tiv e  p u rs u a n t to  th is  P o lic y  a re  c o n s id e re d  n o n q u a lifie d  d e fe rre d  c o m p e n s a tio n  a n d  a re  re im b u rs e m e n ts  s u b je c t to  T re a s u ry  R e g u la tio n  S e c tio n  1 .4 0 9 A -3 (i)(1 )(iv ), th e n  (i) th e  re im b u rs e m e n t o f e lig ib le  e x p e n s e s  re la te d  to  s u c h  b e n e fits  s h a ll b e  m a d e  o n  o r b e fo re  th e  la s t d a y  o f E x e c u tiv e ’s  ta x a b le  y e a r fo llo w in g  E x e c u tiv e ’s  ta x a b le  y e a r in  w h ic h  th e  e x p e n s e  w a s  in c u rre d  a n d  (ii) n o tw ith s ta n d in g  a n y th in g  to  th e  c o n tra ry  in  th is  P o lic y  o r a n y  p la n  p ro v id in g  fo r s u c h  b e n e fits , th e  a m o u n t o f e x p e n s e s  e lig ib le  fo r re im b u rs e m e n t d u rin g  a n y  ta x a b le  y e a r o f E x e c u tiv e  s h a ll n o t a ffe c t th e

e x p e n s e s  e lig ib le  fo r re im b u rs e m e n t in  a n y  o th e r ta x a b le  y e a r. N o th in g  in  th is  P o lic y  w ill p ro v id e  a  b a s is  fo r a n y  p e rs o n  to  ta k e  a c tio n  a g a in s t th e  C o m p a n y  o r its  a ffilia te s  b a s e d  o n  m a tte rs  c o v e re d  b y  S e c tio n  4 0 9 A  a n d  in  n o  e v e n t w ill th e  C o m p a n y  o r its  a ffilia te s  b e  lia b le  fo r a n y  a d d itio n a l ta x , in te re s t o r p e n a ltie s  th a t m a y  b e  im p o s e d  o n  E x e c u tiv e  u n d e r S e c tio n  4 0 9 A  o r a n y  d a m a g e s  fo r fa ilin g  to  c o m p ly  w ith  S e c tio n  4 0 9 A . (b ) S ix  M o n th  D e la y  fo r S p e c ifie d  E x e c u tiv e s . T o  th e  e x te n t th a t a n y  a m o u n t p a y a b le  o r b e n e fit to  b e  p ro v id e d  u n d e r th is  P o lic y  c o n s titu te s  a  n o n e x e m p t “n o n q u a lifie d  d e fe rre d  c o m p e n s a tio n  p la n ” (a s  d e fin e d  in  S e c tio n  4 0 9 A ) u p o n  a  S e p a ra tio n  fro m  S e rv ic e , a n d  to  th e  e x te n t a n  E x e c u tiv e  is  d e e m e d  to  b e  a  “s p e c ifie d  e m p lo y e e ” (a s  th a t te rm  is  d e fin e d  in  S e c tio n  4 0 9 A  a n d  p u rs u a n t to  p ro c e d u re s  e s ta b lis h e d  b y  th e  C o m p a n y ) o n  th e  D a te  o f T e rm in a tio n , n o tw ith s ta n d in g  a n y  o th e r p ro v is io n  in  th is  P o lic y  to  th e  c o n tra ry , s u c h  p a y m e n t o r b e n e fit p ro v is io n  w ill n o t b e  m a d e  to  E x e c u tiv e  d u rin g  th e  s ix  m o n th  p e rio d  im m e d ia te ly  fo llo w in g  th e  D a te  o f T e rm in a tio n . In s te a d , o n  th e  firs t b u s in e s s  d a y  o f th e  s e v e n th  m o n th  fo llo w in g  th e  D a te  o f T e rm in a tio n , a ll a m o u n ts  th a t o th e rw is e  w o u ld  h a v e  b e e n  p a id  o r p ro v id e d  to  E x e c u tiv e  d u rin g  th e  s ix  m o n th  p e rio d , b u t w e re  n o t p a id  o r p ro v id e d  b e c a u s e  o f th is  S e c tio n  7 (b ), w ill b e  p a id  o r p ro v id e d  to

E x e c u tiv e  a t s u c h  tim e  w ith o u t in te re s t. T h is  s ix  m o n th  d e la y  w ill c e a s e  to  b e  a p p lic a b le  if E x e c u tiv e  in c u rs  a  S e p a ra tio n  fro m  S e rv ic e  d u e  to  d e a th  o r if E x e c u tiv e  d ie s  b e fo re  th e  s ix  m o n th  p e rio d  h a s  e x p ire d . A m e n d m e n t a n d  T e rm in a tio n . (a ) T h is  P o lic y  m a y  b e  a m e n d e d  b y  th e  C o m p e n s a tio n  C o m m itte e  a t a n y  tim e , o r th e  C o m p e n s a tio n  C o m m itte e  m a y  d e te rm in e  a t a n y  tim e  th a t a n y  E x e c u tiv e  is  n o  lo n g e r e lig ib le  to  re c e iv e  b e n e fits  u n d e r th is  P o lic y ; p ro v id e d , h o w e v e r, th a t a n y  s u c h  a m e n d m e n t o r d e te rm in a tio n  o f e lig ib ility  th a t w o u ld  a d v e rs e ly  a ffe c t a n  E x e c u tiv e  w ill n o t b e  a p p lic a b le  w ith o u t s u c h  E x e c u tiv e ’s  c o n s e n t u n til th e  la te r o f (i) o n e  y e a r fo llo w in g  th e  d a te  o f s u c h  a m e n d m e n t, a n d  (ii) tw o  y e a rs  fo llo w in g  c o n s u m m a tio n  o f a  tra n s a c tio n  th a t c o n s titu te s  a  C h a n g e  o f C o n tro l if a  d e fin itiv e  a g re e m e n t p e rta in in g  to  s u c h  tra n s a c tio n  w a s  e n te re d  in to  p rio r to  th e  d a te  o f s u c h  a m e n d m e n t. (b ) T h is  P o lic y  s h a ll c o n tin u e  in d e fin ite ly  a fte r th e  E ffe c tiv e  D a te , u n le s s  th e  C o m p e n s a tio n  C o m m itte e  s h a ll d e c id e  to  te rm in a te  th is  P o lic y  b y  a d o p tin g  re s o lu tio n s  7
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otherwi ·e made available to xecutive. This Policy shall be constnietl, administered, and governed 
in a manner consistent with thi intent. If and to the extent that any payment or benefit under this 
Policy is determined by the Company to con tinue "non-qualified defem-:d oompensation" ubject 
to Section 409Aand is payable to • ecutive by rea on of Executive's termination of employment, 
then such payment or benefit hall be made or provided to E ecutive only upon a Separation from 

ervice a defined for purpo es of Section 409A. ach everance payment under thi Policy wi ll 
be considered a ··separate payment" and not one of a se1ies of payments for purposes of 
Section 409A. To the extent that any bene fi ts to be provided to xecutive pursuant to this Policy 
are considered nonqualified defe1Ted compen ation and are reimbursement subject to Trea ury 
Regulation Section I .409A-3(i)(J )(iv), then (i) the reimbursement of eligible expenses related to 
uch benefits hall be made on or before the la t day of E ecutive' ta able year following 

Executive' taxable year in which the expense wa. incurred and (i i) notw ith tanding anything to 
the contrary in th is Policy or any plan providing for such benefits, the am ount of expenses el igible 
for reimbursement during any taxab le year of Executive shall not affect the expenses eligible for 
reimbursement in any other taxable year. othing in this Policy will provide a ba is for any person 
to take action again t the Company or its affiliate base-d on matter c-0 ered by Section 409A and 
in no event will the Company or its affiliates be liable for any additional ta , intere t or pcnaltie 
that may be imposed on xecuti ve under Section 409A or any damage for fail ing to comply with 

ection 409A. 

(b) Si Month Delay for Specified E ecutive . To the extent that any 
amount payable or benefit to be provided under thi Policy constitute a none empt "nonqualified 
deferred compensation plan' (as defined in ection 409A) upon a eparation from Service, and to 
the extent an Executive is deemed to be a ''specified employee'' (a'l that term is defined in Section 
409A and pursuant to procedures establi hed by the Company) on th Date of em1ination, 
notwithstanding any other provi ion in this Policy to the contrary, uch payment or benefit 
provision will not be made to Executive during the ix month period immediately following the 
Date ofTennination. Instead, on the first busine day of the seventh month following the Date of 
Termination, al I amount5 that otherwise would have been paid or provided to xecutive during the 
six month period but were not paid or provided because of this ection 7(6), will be pa id or 
provided to Executive at such time without interest. Th is six month delay will cease to be 
applicable if Execu tive incurs a eparntion from ervice due to death or if E ecuti e dies before 
the i month period has expired. 

ection 7. Amendment and en11ination. 

(a) This Policy may be amended by the ompensation ommittee at 
any time or the Compensation Committee may dete1mine at any time that any xecutive is no 
longer el igible to rec-eive benefits under this Policy; provided, however that any such amendment 
or detem1ination of eligibility that would adversely affect an Executive will not be applicable 
without uch E ecuti e' consent until the later of (i) one year following the date of such 
amendment, and (ii) two years following consummation of a transaction that constitutes a Change 
of Control ifa definitive agreement pertaining to such transaction was entered into prior to the date 
of such amendment. 

(b) Thi Policy shall continue indefinHely after the Effective Date, 
unle the Compen ation Committee hall decide to terminate thi Policy by adopting re olution 
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te rm in a tin g  th is  P o lic y ; p ro v id e d , h o w e v e r, th a t a n y  s u c h  te rm in a tio n  o f th e  P o lic y  s h a ll (i) n o t b e  e ffe c tiv e  u n til th e  firs t a n n iv e rs a ry  a fte r th e  a c tio n  to  te rm in a te  th e  P o lic y  is  ta k e n  b y  th e  C o m p e n s a tio n  C o m m itte e  a n d  (ii) n o t a ffe c t a n y  p a y m e n ts  o r b e n e fits  a lre a d y  o w e d  to  E x e c u tiv e  p u rs u a n t to  th e  te rm s  o f th e  P o lic y  a t th e  tim e  th e  te rm in a tio n  o f th e  P o lic y  b e c o m e s  e ffe c tiv e . M is c e lla n e o u s . (a ) T h e  C o m p a n y  s h a ll p a y  a ll re a s o n a b le  le g a l fe e s  a n d  re la te d  e x p e n s e s  (in c lu d in g  th e  c o s ts  o f e x p e rts , e v id e n c e  a n d  c o u n s e l) in c u rre d  b y  E x e c u tiv e  a s  a  re s u lt o f E x e c u tiv e  s e e k in g  to  o b ta in  o r e n fo rc e  a n y  rig h t o r b e n e fit p ro v id e d  b y  th is  P o lic y , p ro v id e d  th e  E x e c u tiv e  is  s u c c e s s fu l o n  a t le a s t o n e  m a te ria l c la im  to  o b ta in  o r e n fo rc e  s u c h  rig h ts  o r b e n e fits . T h e  re im b u rs e m e n t o f th e  e lig ib le  e x p e n s e  m u s t b e  m a d e  o n  o r b e fo re  th e  la s t d a y  o f E x e c u tiv e ’s  ta x a b le  y e a r fo llo w in g  E x e c u tiv e ’s  ta x a b le  y e a r in  w h ic h  it w a s  d e te rm in e d  th a t s u c h  e x p e n s e  w a s  in c u rre d  re im b u rs a b le . (b ) T h is  P o lic y  s h a ll b e  b in d in g  u p o n  a n y  s u c c e s s o r in  in te re s t o f th e  C o m p a n y  o r a n  a ffilia te  (w h e th e r d ire c t o r in d ire c t, b y  p u rc h a s e , m e rg e r, c o n s o lid a tio n  o r o th e rw is e ) to  a ll o r s u b s ta n tia lly  a ll o f th e  b u s in e s s  o r a s s e ts  o f th e  C o m p a n y , a n d  s h a ll b e  e n fo rc e a b le  b y  o r o n  b e h a lf o f a n  E x e c u tiv e  in  th e  s a m e  m a n n e r a n d  to  th e  s a m e  e x te n t a s  th e  C o m p a n y  is  b o u n d  a n d  a s  if n o  s u c c e s s io n

h a d  ta k e n  p la c e . A s  u s e d  in  th is  P o lic y , th e  te rm  “C o m p a n y ” s h a ll in c lu d e  a n y  s u c c e s s o r to  a ll o r s u b s ta n tia lly  a ll its  b u s in e s s  o r a s s e ts  o r w h ic h  b e c o m e s  b o u n d  b y  th e  te rm s  o f th is  P o lic y  b y  th e  te rm s  h e re o f, b y  o p e ra tio n  o f la w , o r o th e rw is e . It is  in te n d e d  th a t th is  P o lic y  c o n fe r v e s te d  a n d  n o n fo rfe ita b le  rig h ts  fo r e a c h  E x e c u tiv e  to  re c e iv e  b e n e fits  to  w h ic h  E x e c u tiv e  is  e n title d  u n d e r th e  te rm s  o f th is  P o lic y  w ith  E x e c u tiv e s  b e in g  th ird  p a rty  b e n e fic ia rie s . (c ) E x c e p t a s  o th e rw is e  p ro v id e d  h e re in , th is  P o lic y  s h a ll n o t a ffe c t a n y  E x e c u tiv e 's  rig h ts  o r e n title m e n t to  o th e r a c c ru e d  b u t u n p a id  c o m p e n s a tio n  o r b e n e fits  u n d e r a n y  o th e r e m p lo y e e  b e n e fit p ro g ra m  o ffe re d  to  E x e c u tiv e  b y  th e  C o m p a n y  o r a n  a ffilia te  a s  o f th e  D a te  o f T e rm in a tio n . (d ) T h e  v a rio u s  p ro v is io n s  o f th is  P o lic y  a re  s e v e ra b le  a n d  a n y  d e te rm in a tio n  o f in v a lid ity  o r u n e n fo rc e a b ility  o f a n y  o n e  p ro v is io n  s h a ll n o t h a v e  a n y  e ffe c t o n  th e  re m a in in g  p ro v is io n s . (e ) F o r th e  p u rp o s e s  o f th is  P o lic y , n o tic e s  a n d  a ll o th e r c o m m u n ic a tio n s  p ro v id e d  fo r in  th e  P o lic y  s h a ll b e  in  w ritin g  a n d  s h a ll b e  d e e m e d  to  h a v e  b e e n  d u ly  g iv e n  w h e n  p e rs o n a lly  d e liv e re d  o r s e n t b y  e le c tro n ic  m a il o r c e rtifie d  m a il, re tu rn  re c e ip t re q u e s te d , p o s ta g e  p re p a id , a d d re s s e d  to  th e  re s p e c tiv e  a d d re s s e s  la s t g iv e n  b y  e a c h  p a rty  to  th e  o th e r, p ro v id e d  th a t a ll n o tic e s  to  th e  C o m p a n y  s h a ll b e  d ire c te d  to  th e  a tte n tio n  o f th e  C h ie f H u m a n

R e s o u rc e s  O ffic e r a n d  C o rp o ra te  S e c re ta ry  o f th e  C o m p a n y . A ll n o tic e s  a n d  c o m m u n ic a tio n s  s h a ll b e  d e e m e d  to  h a v e  b e e n  re c e iv e d  o n  th e  d a te  o f d e liv e ry  th e re o f o r o n  th e  th ird  b u s in e s s  d a y  a fte r th e  m a ilin g  th e re o f, e x c e p t th a t n o tic e  o f c h a n g e  o f a d d re s s  s h a ll b e  e ffe c tiv e  o n ly  u p o n  re c e ip t. (f) E x e c u tiv e  s h a ll n o t b e  re q u ire d  to  m itig a te  th e  a m o u n t o f a n y  p a y m e n t p ro v id e d  u n d e r th is  P o lic y  b y  s e e k in g  o th e r e m p lo y m e n t o r o th e rw is e , n o r s h a ll th e  8
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terminating this Policy; provide<l, however, that any such termination of the Pol icy shall (i) not be 
effective until the first anniversary after the action to terminate the Policy is taken by the 
Compensation Committee and (i i) not affect any payment or benefi already owed to Executi e 
pursuant to the terms of the Policy at the time the termination of the Policy becomes effective. 

ection &. Miscellaneous. 

(a) The ompany shall pay all rea onable legal fees and related 
expenses (including the costs of experts, evidence and counsel) incun-ed by . xecutive as a result 
of xecutive seeking to obtain or enforce. any right or benefit provided by this Policy, provided the 
Executive is successful on at least one material claim to obtain or enforce such right or benefit . 
The reimbur e.ment of the eligible expense mu t be made on or before the last day of Executive' 
taxable year following ecutive' taxable year in which it was detennined that uch e pen e wa 
incu1Ted reimbursable. 

(b) This Policy shall be binding upon any uccessor in interest of the 
Company or an atiiliate (whether direct or indirect, by purcha e, merger, consolidation or 
otherwise) to all or sub tantially all of the business or a ets of the Company, and hall be 
enforceable by or on behalf of an Executive in the same manner and to the same extent as the 
Company is bound and as if no succ-ession had taken place. As used in this Policy, the tem1 
• Company" shall include any successor to all or substantially all its business. or as.sets or which 
becomes bound by the terms of this Policy by the tem1s here.of, by operation of law, or olher1Nise. 
It is intended that thi Policy confer vc ted and nonforfeitable right for each E ecuhve to re.ccivc 
benefit to which E ecutive j entitled under the tenns of this Policy with ecutives be'ng third 
party beneficiaries. 

(c) Except as othcrwi e pro idcd herein, this Policy shall not affect any 
Executive' rights or entitlement to other accrued but unpaid compen ation or benefits under any 
other employee beuefit program offered to Executive by the ompany or an affi liate as of the Date 
ofTenn ination. 

(d) The various provi ion o this Policy are everable and any 
detennination of inva lidity or unenforceabi lity of any one provision shal l not have any effect on 
the remaining provisions. 

(e) For the purposes of this Policy, notice and all other communication 
provided for in the Policy hall be in writing and shall be dee1ned to have been duly given when 
personally delivered or sent l)y electronic mail or ce1t ified mail, retum receipt requested, postage 
prepaid, addressed to the respective addresses last given by each party to the other, provided that 
all notice to the Company hall be di rected to the attention of the Chief Human ResoL1rces Officer 
and Corporate ecrelary of the Company. All notice and communication hall be deemed to have 
been recei ed on the date of delivery thereofor on the third bu ine day after the mailing thereot: 
except that notice of change of addre hall be effective only upon receipt. 

(f) Executive hall not be required to mitigate the amount of any 
payment provided under thi Policy by eeking other employment or otherwise, nor shall the 
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a m o u n t o f a n y  p a y m e n t p ro v id e d  u n d e r th is  P o lic y  b e  re d u c e d  b y  a n y  e a rn in g s  o f E x e c u tiv e  a fte r th e  D a te  o f T e rm in a tio n  fro m  a n y  s u b s e q u e n t e m p lo y e r o r fro m  a n y  o th e r s o u rc e . (g ) A ll p a y m e n ts  m a d e  p u rs u a n t to  th is  P o lic y  s h a ll b e  s u b je c t to  w ith h o ld in g  o f re q u ire d  in c o m e  a n d  e m p lo y m e n t ta x e s . (h ) T h is  P o lic y  s h a ll b e  g o v e rn e d  b y  a n d  c o n s tru e d  in  a c c o rd a n c e  w ith  th e  in te rn a l la w s  o f th e  S ta te  o f K e n tu c k y . 9
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amount of any payment provided under this Policy be reduced by any earnings of xecuti ve after 
the Date ofTennination from any Sl1bsequent employer or from any other ·ource. 

(g) All payments made pin uant to thi Pol icy shall be subject to 
withholding of required income and employment taxes. 

(h) This Policy hall be governed by and con ttued in accordance with 
the internal laws of the late of Kentucky. 
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E x h ib it A  “C h a n g e  in  C o n tro l” s h a ll m e a n  th e  o c c u rre n c e  o f: 1 ) A n  a c q u is itio n  (o th e r th a n  d ire c tly  fro m  th e  C o m p a n y ) o f a n y  v o tin g  s e c u ritie s  o f th e  C o m p a n y  (th e  “V o tin g  S e c u ritie s ”) b y  a n y  “P e rs o n ” (a s  th e  te rm  p e rs o n  is  u s e d  fo r p u rp o s e s  o f S e c tio n  1 3 (d ) o r 1 4 (d ) o f th e  E x c h a n g e  A c t), im m e d ia te ly  a fte r w h ic h  s u c h  P e rs o n  h a s  “B e n e fic ia l O w n e rs h ip ” (w ith in  th e  m e a n in g  o f R u le  1 3 d -3  p ro m u lg a te d  u n d e r th e  E x c h a n g e  A c t) o f tw e n ty  p e rc e n t (2 0 %) o r m o re  o f th e  c o m b in e d  v o tin g  p o w e r o f th e  C o m p a n y ’s  th e n  o u ts ta n d in g  V o tin g  S e c u ritie s ; p ro v id e d , h o w e v e r, in  d e te rm in in g  w h e th e r a  C h a n g e  in  C o n tro l h a s  o c c u rre d , V o tin g  S e c u ritie s  w h ic h  a re  a c q u ire d  in  a  “N o n -C o n tro l A c q u is itio n ” (a s  h e re in a fte r d e fin e d ) s h a ll n o t c o n s titu te  a n  a c q u is itio n  w h ic h  w o u ld  c a u s e  a  C h a n g e  in  C o n tro l. A  “N o n -C o n tro l A c q u is itio n ” s h a ll m e a n  a n  a c q u is itio n  b y  (i) a n  e m p lo y e e  b e n e fit p la n  (o r a  tru s t fo rm in g  a  p a rt th e re o f) m a in ta in e d  b y  (A ) th e  C o m p a n y  o r (B ) a n y  c o rp o ra tio n  o r o th e r P e rs o n  o f w h ic h  a  m a jo rity  o f its  v o tin g  p o w e r o r its  e q u ity  s e c u ritie s  o r e q u ity  in te re s t is  o w n e d , d ire c tly  o r in d ire c tly , b y  th e  C o m p a n y  (fo r p u rp o s e s  o f th is  d e fin itio n , a  “S u b s id ia ry ”) (ii) th e  C o m p a n y  o r its  S u b s id ia rie s , o r (iii) a n y  P e rs o n  in  c o n n e c tio n  w ith  a  “N o n -C o n tro l T ra n s a c tio n ” (a s  h e re in a fte r d e fin e d ); 2 ) T h e  in d iv id u a ls  w h o , a s  o f th e  E ffe c tiv e  D a te  a re  m e m b e rs  o f th e  B o a rd  (th e  “In c u m b e n t B o a rd ”), c e a s e  fo r a n y  re a s o n  to  c o n s titu te

a t le a s t tw o -th ird s  o f th e  m e m b e rs  o f th e  B o a rd ; p ro v id e d , h o w e v e r, th a t if th e  e le c tio n , o r n o m in a tio n  fo r e le c tio n  b y  th e  C o m p a n y ’s  c o m m o n  s to c k h o ld e rs , o f a n y  n e w  d ire c to r w a s  a p p ro v e d  b y  a  v o te  o f a t le a s t tw o -th ird s  o f th e  In c u m b e n t B o a rd , s u c h  n e w  d ire c to r s h a ll, fo r p u rp o s e s  o f th is  P o lic y , b e  c o n s id e re d  a s  a  m e m b e r o f th e  In c u m b e n t B o a rd ; p ro v id e d  fu rth e r, h o w e v e r, th a t n o  in d iv id u a l s h a ll b e  c o n s id e re d  a  m e m b e r o f th e  In c u m b e n t B o a rd  if s u c h  in d iv id u a l in itia lly  a s s u m e d  o ffic e  a s  a  re s u lt o f e ith e r a n  a c tu a l o r th re a te n e d  s o lic ita tio n  o f p ro x ie s  o r c o n s e n ts  b y  o r o n  b e h a lf o f a  P e rs o n  o th e r th a n  th e  B o a rd  (a  “P ro x y  C o n te s t”) in c lu d in g  b y  re a s o n  o f a n y  a g re e m e n t in te n d e d  to  a v o id  o r s e ttle  a n y  P ro x y  C o n te s t; o r 3 ) T h e  c o n s u m m a tio n  o f: a ) A  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n  in v o lv in g  th e  C o m p a n y , u n le s s  s u c h  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n  is  a  “N o n -C o n tro l T ra n s a c tio n .” A  “N o n -C o n tro l T ra n s a c tio n ” s h a ll m e a n  a  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n  o f th e  C o m p a n y  w h e re : i) th e  s to c k h o ld e rs  o f th e  C o m p a n y , im m e d ia te ly  b e fo re  s u c h  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n , o w n  d ire c tly  o r in d ire c tly  im m e d ia te ly  fo llo w in g  s u c h  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n , a t le a s t s e v e n ty -fiv e  p e rc e n t (7 5 %) o f th e  c o m b in e d  v o tin g  p o w e r o f th e  o u ts ta n d in g  V o tin g  S e c u ritie s  o f th e  c o rp o ra tio n  re s u ltin g  fro m  s u c h  m e rg e r o r c o n s o lid a tio n  o r

re o rg a n iz a tio n  (th e  “S u rv iv in g  C o rp o ra tio n ”) in  s u b s ta n tia lly  th e  s a m e  p ro p o rtio n  a s  th e ir o w n e rs h ip  o f th e  V o tin g  S e c u ritie s  im m e d ia te ly  b e fo re  s u c h  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n ; ii) th e  in d iv id u a ls  w h o  w e re  m e m b e rs  o f th e  In c u m b e n t B o a rd  im m e d ia te ly  p rio r to  th e  e x e c u tio n  o f th e  a g re e m e n t p ro v id in g  fo r s u c h  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n  c o n s titu te  a t le a s t tw o -th ird s  o f th e  m e m b e rs  o f th e  b o a rd  o f d ire c to rs  o f th e  S u rv iv in g  1 0
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E. hibit A 

''Change in Control" hall mean the occum:nce of: 

1) An acquisition (other than directly from the Company) of any voting securities of the Company 
(the "Voting Securit ies") by any 'Person" (as the ten11 person is used for purposes of 
Section 13(d) or 14(d) of the Exchange Act), immediately aft r which uch Person ha 
"Beneficial Owner: hjp" (withfo the mcanjng of Ruic l 3d-3 promulgated under the Exchange 
Act) of twenty percent (20%) or more of the combined voting power of the Company's then 
out tanding Voting ecurities; provided, however in determining whether a hange in ontrol 
has occurred Voting Securities which are acquired in a "Non-' ontrol Acquisition'' (as 
hereinafter defined shall not constitute an acquisition which wo uld cause a Change in Contro l. 
A "Non-Control Ac.q ui ition" shall mean an acquisition by i) an mployee benefit plan (or a 
trust forming a part thereon maintained by (A the Company or (B) any corporation or other 
Person of which a majority of its voting power or it equity securities or equity interest i 
owned, directly or indLrectly, by the ompany (for purpo e of this definition, a "Subsidiary") 
(ii) the ompany or its ubsidiaries, o r (ii i) any Person in connection with a "Non- ontrol 

rnnsaction" (as hereinafter defined); 

2) The individual who, a of the EITecti e Date are members of the Board (the "Incumbent 
Board"), cea e for any reason to con titute at least two-third of the members of the Board; 
provided, however, that if the election, or nomination for election by the ompany' common 
tockholder , of any new director wa approved by a vote of at least two-thirds of the 

Incumbent Board, such new director shall for pmposes of this Policy, be considered as a 
mem ber of the Incumbent Board; provided further, however that no individual shall be 
considered a member of the Incumbent Board if uch indi idual init ially a 1.uned office as a 
result of either an actual or tlueatened olicitation of proxies or consents by or on behalf of a 
Pei on other than the Board (a "Pro y Contest") including by rea on o any agreement 
intended to avoid or settle any Proxy ontest; or 

3) be consummation of: 

a) A merger, con olidation or reorganization involving the Company, unless uch merger, 
con olidation or reorganization i a " on-Control Tran action." A "Non~Control 
Transaction" shall mea n a merger, consolidation or reorganization of the Company where: 

i) the stockholders of the Company, immediately before such merger, consolidation or 
reorgani2.ation, own directly or indirectly immediately foll owing such merger, 
con olidation or reorganization, at least se enty-five percent (75%) of the combined 
voting power of the out tanding Voting Securities of the corporation re ulting from 
uch merger o r consol idation or reorgaofaation (the "Surviving Corporation") in 

substantia lly the same propo1tion as their ownership of the Voting ecurities 
immediately before such merger, conso lidation or reorganization; 

ii) the individuals'\: ho were members of the Incumbent. Board immediately prior to the 
execution of the agreement providing for such merger, con olidation or reorganization 
con titute at least two-thlrds of the member of the board of directors of the Surviving 
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C o rp o ra tio n , o r a  c o rp o ra tio n  b e n e fic ia lly  d ire c tly  o r in d ire c tly  o w n in g  a  m a jo rity  o f th e  V o tin g  S e c u ritie s  o f th e  S u rv iv in g  C o rp o ra tio n , a n d  n o  a g re e m e n t, p la n  o r a rra n g e m e n t is  in  p la c e  to  c h a n g e  th e  c o m p o s itio n  o f th e  b o a rd  o f d ire c to rs  fo llo w in g  th e  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n ; a n d  iii) n o  P e rs o n  o th e r th a n  (i) th e  C o m p a n y , (ii) a n y  S u b s id ia ry , (iii) a n y  e m p lo y e e  b e n e fit p la n  (o r a n y  tru s t fo rm in g  a  p a rt th e re o f) m a in ta in e d  b y  th e  C o m p a n y , th e  S u rv iv in g  C o rp o ra tio n , o r a n y  S u b s id ia ry , o r (iv ) a n y  P e rs o n  w h o , im m e d ia te ly  p rio r to  s u c h  m e rg e r, c o n s o lid a tio n  o r re o rg a n iz a tio n  h a d  B e n e fic ia l O w n e rs h ip  o f tw e n ty  p e rc e n t (2 0 %) o r m o re  o f th e  th e n  o u ts ta n d in g  V o tin g  S e c u ritie s , h a s  B e n e fic ia l O w n e rs h ip  o f tw e n ty  p e rc e n t (2 0 %) o r m o re  o f th e  c o m b in e d  v o tin g  p o w e r o f th e  S u rv iv in g  C o rp o ra tio n ’s  th e n  o u ts ta n d in g  v o tin g  s e c u ritie s . b ) A  c o m p le te  liq u id a tio n  o r d is s o lu tio n  o f th e  C o m p a n y ; o r c ) T h e  s a le  o r o th e r d is p o s itio n  o f a ll o r s u b s ta n tia lly  a ll o f th e  a s s e ts  o f th e  C o m p a n y  to  a n y  P e rs o n  (o th e r th a n  a  tra n s fe r to  a  S u b s id ia ry ). N o tw ith s ta n d in g  th e  fo re g o in g , a  C h a n g e  in  C o n tro l s h a ll n o t b e  d e e m e d  to  o c c u r s o le ly  b e c a u s e  a n y  P e rs o n  (th e  “S u b je c t P e rs o n ”) a c q u ire d  B e n e fic ia l O w n e rs h ip  o f m o re  th a n  th e  p e rm itte d  a m o u n t o f th e  th e n  o u ts ta n d in g  V o tin g  S e c u ritie s  a s  a  re s u lt o f th e  a c q u is itio n  o f V o tin g  S e c u ritie s  b y  th e  C o m p a n y  w h ic h , b y  re d u c in g  th e  n u m b e r o f V o tin g  S e c u ritie s

th e n  o u ts ta n d in g , in c re a s e s  th e  p ro p o rtio n a l n u m b e r o f S h a re s  B e n e fic ia lly  O w n e d  b y  th e  S u b je c t P e rs o n s , p ro v id e d  th a t if a  C h a n g e  in  C o n tro l w o u ld  o c c u r (b u t fo r th e  o p e ra tio n  o f th is  s e n te n c e ) a s  a  re s u lt o f th e  a c q u is itio n  o f V o tin g  S e c u ritie s  b y  th e  C o m p a n y , a n d  a fte r s u c h  s h a re  a c q u is itio n  b y  th e  C o m p a n y , th e  S u b je c t P e rs o n  b e c o m e s  th e  B e n e fic ia l O w n e r o f a n y  a d d itio n a l V o tin g  S e c u ritie s  w h ic h  in c re a s e s  th e  p e rc e n ta g e  o f th e  th e n  o u ts ta n d in g  V o tin g  S e c u ritie s  B e n e fic ia lly  O w n e d  b y  th e  S u b je c t P e rs o n , th e n  a  C h a n g e  in  C o n tro l s h a ll o c c u r. It is  th e  in te n t o f th e  C o m p a n y  th a t, w ith  re s p e c t to  a n y  a m o u n t p a y a b le  o r b e n e fit to  b e  p ro v id e d  u n d e r th is  P o lic y  th a t is  s u b je c t to , a n d  n o t e x e m p t fro m  S e c tio n  4 0 9 A , th e  d e fin itio n  o f "C h a n g e  in  C o n tro l" s a tis fie s , a n d  b e  in te rp re te d  in  a  m a n n e r th a t s a tis fie s , th e  a p p lic a b le  re q u ire m e n ts  o f S e c tio n  4 0 9 A . If th e  d e fin itio n  o f "C h a n g e  in  C o n tro l" w o u ld  o th e rw is e  fru s tra te  o r c o n flic t w ith  th e  in te n t e x p re s s e d  a b o v e , th a t d e fin itio n  to  th e  e x te n t p o s s ib le  s h a ll b e  in te rp re te d  a n d  d e e m e d  a m e n d e d  s o  a s  to  a v o id  s u c h  c o n flic t. 1 1
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Corporation or a corporation beneficially directly or indirectly owning a majority of 
the Voting Se.curit ies of the Surviving Corporation, and no agreement, plan or 
arrangement is in place to change the c-0mposition of lhe board of directors following 
the merger, consolidation or reorganization; and 

iii) no Person other than (i) the ompany, (ii) any ub idiary, (i ii) any employee benefit 
plan (or any trust fom1ing a pait thereof) maintained by the Company the urviving 
Corporation or any Subsidiary, or (iv) any Person who, immediately prior to such 
merg r, c.on olidation or reorganization had Beneficial Ownership of twenty percent 
(20%) or more of the then outstanding Voting Sccuritic , has Beneficial Owne.rship of 
twenty percent (20%) or more of the combined voting power of the Surviving 

orporat ion' then outstanding voting securities. 

b) A complete liquidation or dissoluti on of the Company; or 

c) The sale or other dispo ition of all or substantially all of the a cts of the Company to any 
Person (other than a tran fer to a Sub idiary). 

Notwithstanding the foregoing, a hange in ontrol shall not be deemed to occur solely because 
any Person (the ' 'Subject Per.son') acquired Benefi cial Ownership of more than the permitted 
amount of the. !hen oulslanding Voting Securities as a result of the acq uisition of Voting Securities 
by the Company which, by reducing the number of Voting Securities then outstanding, increa e 
the proportional number of hare Beneficially 0\ ned by the Subject Persons, pro ided that ifa 
Change in Control would occur (but for the operation ofthi sentence) as a re ult of tlle acqui itioD 
of Voting ecurit ies by the ompany, and after such share acquisition by the ompany, the Subject 
Person bec,omes the Benefi cial Owner of any additional Voting Securities which increases the 
p rcentage of the then outstanding Voting Securi ti es Beneficially Owned by the Sl1bject Person, 
then a Change in Control shall occur. 

ft is the intent of the Company that, with respect to any amount payable or benefit to be provided 
under this Policy that is subject to, and not exempt from Section 409A, the definition of "Change 
in Control" satisfies, and be interpreted in a manner that satisfies, the applicable r quirements of 

cction 409A. If the definition of "Change in Control" would otherwise frustrate or conflict with 
the intent expre sed above, that definition to the e tent po sible hall be interpreted and deemed 
amended so as to avoid such conflict. 
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E x h ib it B  R e s tric tiv e  C o v e n a n ts  C o n fid e n tia l In fo rm a tio n  a n d  T ra d e  S e c re ts  T h e  E x e c u tiv e  re c o g n iz e s  th a t th e  E x e c u tiv e ’s  p o s itio n  w ith  th e  C o m p a n y  re q u ire s  c o n s id e ra b le  re s p o n s ib ility  a n d  tru s t, a n d , in  re lia n c e  o n  th e  E x e c u tiv e ’s  lo y a lty , th e  C o m p a n y  m a y  e n tru s t th e  E x e c u tiv e  w ith  h ig h ly  s e n s itiv e  c o n fid e n tia l, re s tric te d  a n d  p ro p rie ta ry  in fo rm a tio n  in v o lv in g  T ra d e  S e c re ts  a n d  C o n fid e n tia l In fo rm a tio n . “T ra d e  S e c re t” s h a ll b e  d e fin e d  a s  a n y  s c ie n tific  o r te c h n ic a l in fo rm a tio n , d e s ig n , p ro c e s s , p ro c e d u re , fo rm u la  o r im p ro v e m e n t th a t is  v a lu a b le  a n d  n o t g e n e ra lly  k n o w n  to  c o m p e tito rs  o f th e  C o m p a n y . “C o n fid e n tia l In fo rm a tio n ” is  a n y  d a ta  o r in fo rm a tio n , o th e r th a n  T ra d e  S e c re ts , th a t is  im p o rta n t, c o m p e titiv e ly  s e n s itiv e , a n d  n o t g e n e ra lly  k n o w n  b y  th e  p u b lic , in c lu d in g , b u t n o t lim ite d  to , th e  C o m p a n y ’s  b u s in e s s  p la n s , b u s in e s s  p ro s p e c ts , tra in in g  m a n u a ls , p ro d u c t d e v e lo p m e n t p la n s , b id d in g  a n d  p ric in g  p ro c e d u re s , m a rk e t s tra te g ie s , in te rn a l p e rfo rm a n c e  s ta tis tic s , fin a n c ia l d a ta , c o n fid e n tia l p e rs o n n e l in fo rm a tio n  c o n c e rn in g  e m p lo y e e s  o f th e  C o m p a n y , s u p p lie r d a ta , o p e ra tio n a l o r a d m in is tra tiv e  p la n s , p o lic y  m a n u a ls , a n d  te rm s  a n d  c o n d itio n s  o f c o n tra c ts  a n d  a g re e m e n ts . T h e  te rm s  “T ra d e  S e c re ts ” a n d  “C o n fid e n tia l In fo rm a tio n ” s h a ll n o t a p p ly  to  in fo rm a tio n  w h ic h  is  (i) a lre a d y  in  th e  E x e c u tiv e ’s  p o s s e s s io n  (u n le s s  s u c h  in fo rm a tio n  w a s  u s e d  in

c o n n e c tio n  w ith  fo rm u la tin g  th e  C o m p a n y ’s  b u s in e s s  p la n s , o b ta in e d  b y  th e  E x e c u tiv e  fro m  th e  C o m p a n y  o r w a s  o b ta in e d  b y  th e  E x e c u tiv e  in  th e  c o u rs e  o f th e  E x e c u tiv e ’s  e m p lo y m e n t b y  th e  C o m p a n y ), o r (ii) re q u ire d  to  b e  d is c lo s e d  b y  a n y  a p p lic a b le  la w . E x c e p t a s  m a y  b e  re q u ire d  b y  la w  o r le g a l p ro c e s s  o r a n  o rd e r o f a  c o u rt o f c o m p e te n t ju ris d ic tio n , th e  E x e c u tiv e  w ill n o t u s e  o r d is c lo s e  a n y  T ra d e  S e c re ts  o r C o n fid e n tia l In fo rm a tio n  o f th e  C o m p a n y  a t a n y  tim e  a fte r te rm in a tio n  o f e m p lo y m e n t a n d  p rio r to  s u c h  tim e  a s  th e y  c e a s e  to  b e  T ra d e  S e c re ts  o r C o n fid e n tia l In fo rm a tio n  th ro u g h  n o  a c t o f th e  E x e c u tiv e  in  v io la tio n  o f th is  S e c tio n . E x e c u tiv e  w ill s u rre n d e r to  th e  C o m p a n y  a ll m e m o ra n d a , n o te s , re c o rd s , p la n s , m a n u a ls  o r o th e r d o c u m e n ts  p e rta in in g  to  th e  C o m p a n y ’s  b u s in e s s  o r th e  E x e c u tiv e ’s  e m p lo y m e n t (in c lu d in g  a ll c o p ie s  th e re o f). T h e  E x e c u tiv e  w ill a ls o  le a v e  w ith  th e  C o m p a n y  a ll m a te ria ls  in v o lv in g  T ra d e  S e c re ts  o r C o n fid e n tia l In fo rm a tio n  o f th e  C o m p a n y . A ll s u c h  in fo rm a tio n  a n d  m a te ria ls , w h e th e r o r n o t m a d e  o r d e v e lo p e d  b y  th e  E x e c u tiv e , s h a ll b e  th e  s o le  a n d  e x c lu s iv e  p ro p e rty  o f th e  C o m p a n y , a n d  th e  E x e c u tiv e  h e re b y  a s s ig n s  to  th e  C o m p a n y  a ll o f th e  E x e c u tiv e ’s  rig h t, title  a n d  in te re s t in  a n d  to  a n y  a n d  a ll o f s u c h  in fo rm a tio n  a n d  m a te ria ls . A g re e m e n t N o t to  C o m p e te  a n d  A g re e m e n t N o t to  S o lic it T h e  E x e c u tiv e  h e re b y

c o v e n a n ts  a n d  a g re e s  th a t d u rin g  th e  S e v e ra n c e  P e rio d  th e  E x e c u tiv e , d ire c tly  o r in d ire c tly , p e rs o n a lly , o r a s  a n  e m p lo y e e , o ffic e r, d ire c to r, p a rtn e r, m e m b e r, o w n e r, s to c k h o ld e r, in v e s to r o r p rin c ip a l o f, o r c o n s u lta n t o r in d e p e n d e n t c o n tra c to r w ith , a n o th e r e n tity , s h a ll n o t p a rtic ip a te  in  a n y  b u s in e s s  w h ic h  c o m p e te s  w ith  th e  C o m p a n y  in c lu d in g , w ith o u t lim ita tio n , h e a lth  m a in te n a n c e  o rg a n iz a tio n s , in s u ra n c e  c o m p a n ie s  o r p re p a id  h e a lth  p la n  b u s in e s s e s  in  w h ic h  th e  C o m p a n y  h a s  b e e n  a c tiv e ly  e n g a g e d  d u rin g  a n y  p a rt o f th e  tw o  (2 ) y e a r p e rio d  im m e d ia te ly  p re c e d in g  th e  E x e c u tiv e ’s  e m p lo y m e n t T e rm in a tio n  D a te  (“C o m p a n y  1 2
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E hihit B 

Restrictive ovenant 

Confidential Information and Trade ecrets 

The Executive recognizes that the · xecutive' s position with the ompany requires oonsidernble 
responsibility and trust, and, in reliance on the Executive 's loyalty the Company may entrust the 
Executive with highly ensit ive confidential, re t:rlcted and proprietary information involving 
Trade ccrcl and Confidential Information. 

'Trade Secret' shall be defined as any scientifi c or technical infonnation, design, process, 
procedure, formula or improvement that is valuable and not generally known to competitors of the 
Company. ' Confidential Information" is any data or information, other than Trade Secret , that i 
important, competiti ely en itive, and not generally known by the public, including, but not 
limited to, the ompany' business plan , business prospects traiJ1ing manuals, product 
development plans, bidding and p1icing procedures market strategies, internal performance 
statistics, fin ancial data, confidential personnel infmmation concerning employees of the 
Company upplier data, operational or administrative plans, policy manuals, and tenns and 
conditions of contracts and agreements. The terms 'Trade ecret "and "Confidential Information" 
hall not apply to information which i (i) already in the ccutive' s po se ion (unJe such 

information was used in conne.ction with formulating the Company' bu ine plan obtained by 
the Exe.cutive from the ompany or was obtained by the Executive in the cour.se of the Executive's 
employment by the Company) or (ii) required to be disclosed by any applicable law. 

Except as may be required by law or legal process or an order of a court of competent juri diction, 
the Executive will not use or disclose any Trade Secrets or onfidential Information of the 
Company at any time after termination of employment and prior to such time as they cease to be 

rade Secrets or Confidential Information through no act of the Executive in violation of this 
Section. 

Executive will surrender to the Company all memoranda, notes, records, plans, man uals or other 
doc uments pertaining to the Company's business or the Executive 's employment (including all 
copies thereol). The Executiv wi ll also leave with the Company all materials in olving Trade 

ccrct or Confidential Information of the Company. All such information and material ·, whether 
or not made or developed by the Executive shall be the ole and exclu ive property of the 
Company, and the xecutive hereby assigns to tbe ompany all of the Executive 's right, title and 
interest in and to any and all of such infonnation and materials. 

Agreement Not to Compete and Agreement Not to Solicit 

The Executive hereby c-ovenants and agree that during the Severanc-e Period the Executive, 
directly or indirectly, personally, or as an employee, officer, dire.ctor, partner, member, owner, 
tockholder, inve tor or principal of, or consultant or independent contractor with, another entity, 
hall not participate in any busine s which compete with the Cot 1pany including, without 

limitation, health maintenance organizations, in urance companie or prepaid health plan 
businesses in which the Company has been active ly engaged during any part of the two (2) year 
period immediately preceding the Executive's employment ermination Date ("Company 

12 



 

B u s in e s s ”), in  a n y  G e o g ra p h ic  A re a  (a s  d e fin e d  b e lo w ) in  w h ic h  th e  C o m p a n y  a n d /o r a n y  o f its  A ffilia te s  is  th e n  d o in g  b u s in e s s . F o r p u rp o s e s  o f th is  P o lic y , “G e o g ra p h ic  A re a ” m e a n s  a n y  s ta te , c o m m o n w e a lth  o r te rrito ry  o f th e  U n ite d  S ta te s  o r a n y  e q u iv a le n t e n tity  in  a n y  fo re ig n  c o u n try . T h e  E x e c u tiv e  h e re b y  c o v e n a n ts  a n d  a g re e s  th a t d u rin g  th e  S e v e ra n c e  P e rio d , th e  E x e c u tiv e , d ire c tly  o r in d ire c tly , p e rs o n a lly , o r a s  a n  e m p lo y e e , o ffic e r, d ire c to r, p a rtn e r, m e m b e r, o w n e r, s to c k h o ld e r, in v e s to r o r p rin c ip a l o f, o r c o n s u lta n t o r in d e p e n d e n t c o n tra c to r w ith , a n o th e r e n tity , s h a ll n o t: (1 ) in te rfe re  w ith  th e  re la tio n s h ip  o f th e  C o m p a n y  a n d  a n y  o f its  e m p lo y e e s , a g e n ts , re p re s e n ta tiv e s , c o n s u lta n ts  o r a d v is o rs ; (2 ) d iv e rt, o r a tte m p t to  c a u s e  th e  d iv e rs io n  fro m  th e  C o m p a n y , a n y  C o m p a n y  B u s in e s s , n o r in te rfe re  w ith  re la tio n s h ip s  o f th e  C o m p a n y  w ith  its  p o lic y h o ld e rs , a g e n ts , b ro k e rs , d e a le rs , d is trib u to rs , m a rk e te rs , s o u rc e s  o f s u p p ly  o r c u s to m e rs ; o r (3 ) s o lic it, re c ru it o r o th e rw is e  in d u c e  o r in flu e n c e  a n y  e m p lo y e e  o f th e  C o m p a n y  to  a c c e p t e m p lo y m e n t in  a n y  b u s in e s s  w h ic h  c o m p e te s  w ith  th e  C o m p a n y  B u s in e s s , in  a n y  G e o g ra p h ic  A re a  in  w h ic h  th e  C o m p a n y  a n d /o r a n y  o f its  A ffilia te s  is  th e n  d o in g  b u s in e s s . 1 3
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Business"), in any Geographic Area (as defined below) in which the Company and/or any of its 
Affi liates i-· then doing business. For purpose of th i Po licy, ''Geographic Area" means any state, 
commonwe.alth or terri tory of the Unit.ed tat.es or any equivalent ent ity in any foreign country. 

The xecutive hereby covenants and agrees that drning the everance Period, the Executive, 
directly or indirectly, personally, or as an employee, officer, d irector, partner, member, owner, 
tockholder, inve tor or principal of, or consultant or ind pendent contractor with, another entity, 
hall not: (I) interfere with the relation hip of the Company and any of it employee agent , 

repre entative , consultant or advi ol'S' (2) divert, or attempt to cau e the diversior from tlle 
ompany, any ompany Bu iness, nor interfere ,vith relati onships of the ompany w ith it 

policyho lders, agents brokers, dealers, distributor. marke ters, sources of supp ly or customers; or 
(3) solicit, recruit or otherwise induce or influence any employee of the Company to accept 
mployment in any bu ine which comp t with th Company Busin ss, in any Geographic Area 

in which the Company and/or any ofit Affiliates is then doing bu ine . 

13 
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E x h ib it 1 0 (f) H U M A N A  IN C . E X E C U T IV E  S E V E R A N C E  P O L IC Y  T h is  H u m a n a  In c . E x e c u tiv e  S e v e ra n c e  P o lic y  h a s  b e e n  a d o p te d  b y  th e  O rg a n iz a tio n  &  C o m p e n s a tio n  C o m m itte e  (th e  “C o m m itte e ”) o f th e  B o a rd  o f D ire c to rs  o f th e  C o m p a n y  to  a p p ly  to  s e le c te d  e x e c u tiv e  e m p lo y e e s  o f th e  C o m p a n y . E x e c u tiv e s  w ill b e  e lig ib le  fo r c o v e ra g e  u n d e r th e  P o lic y  fo r th e  p a y m e n t o f s e v e ra n c e  b e n e fits  u p o n  te rm in a tio n  o f e m p lo y m e n t u n d e r c e rta in  c irc u m s ta n c e s , s u b je c t to  th e  c o n d itio n s  s e t fo rth  b e lo w . T h is  P o lic y  s h a ll b e  e ffe c tiv e  a s  o f th e  E ffe c tiv e  D a te  a s  p ro v id e d  h e re in . 1 . D e fin itio n s . F o r p u rp o s e s  o f th is  P o lic y , th e  fo llo w in g  te rm s  s h a ll h a v e  th e  fo llo w in g  m e a n in g : “A n n u a l B a s e  S a la ry ” s h a ll m e a n  a n  E x e c u tiv e ’s  s ta te d  a n n u a l c o m p e n s a tio n  w ith o u t re g a rd  to  a n y  b o n u s , p e rq u is ite  o r o th e r b e n e fits . “A n n u a l B o n u s ” m e a n s  th e  a n n u a l b o n u s  o r in c e n tiv e  c o m p e n s a tio n  p a y a b le  to  E x e c u tiv e  u n d e r th e  C o m p a n y ’s  a n n u a l b o n u s  o r in c e n tiv e  c o m p e n s a tio n  p ro g ra m  in  w h ic h  E x e c u tiv e  p a rtic ip a te s  fro m  tim e  to  tim e . “C a u s e ” m e a n s  (i) a  fe lo n y  c o n v ic tio n  o f E x e c u tiv e , (ii) th e  fa ilu re  o f E x e c u tiv e  to  c o n te s t p ro s e c u tio n  fo r a  fe lo n y , o r (iii) E x e c u tiv e ’s  w illfu l m is c o n d u c t o r d is h o n e s ty , a n y  o f w h ic h  is  d e te rm in e d  b y  th e  C o m p e n s a tio n  C o m m itte e  to  b e  d ire c tly  a n d  m a te ria lly  h a rm fu l to  th e  b u s in e s s  o r re p u ta tio n  o f th e  C o m p a n y  o r a n y  o f its  s u b s id ia rie s . “C E O ” s h a ll

m e a n  th e  C o m p a n y ’s  P re s id e n t a n d  C h ie f E x e c u tiv e  O ffic e r. “C E O  D ire c t R e p o rts ” s h a ll m e a n  E x e c u tiv e  O ffic e rs  o f th e  C o m p a n y  w h o  a re  d ire c t re p o rts  to  th e  C o m p a n y ’s  P re s id e n t a n d  C h ie f E x e c u tiv e  O ffic e r. “C o m p a n y ” m e a n s  H u m a n a  In c ., a  D e la w a re  c o rp o ra tio n . “C o d e ” m e a n s  th e  In te rn a l R e v e n u e  C o d e  o f 1 9 8 6 , a s  a m e n d e d . “C o m p e n s a tio n  C o m m itte e ” m e a n s  th e  O rg a n iz a tio n  a n d  C o m p e n s a tio n  C o m m itte e  o f th e  B o a rd  o f D ire c to rs  o f th e  C o m p a n y . “D a te  o f T e rm in a tio n ” m e a n s  th e  e ffe c tiv e  d a te  o f th e  re le v a n t E x e c u tiv e ’s  te rm in a tio n  o f e m p lo y m e n t w ith  th e  C o m p a n y . “E ffe c tiv e  D a te ” m e a n s  M a rc h  1 , 2 0 1 9 , o r s u c h  la te r d a te  a s  d e te rm in e d  b y  th e  C o m p e n s a tio n  C o m m itte e  w ith  re s p e c t to  a n  E x e c u tiv e . “E x e c u tiv e ” m e a n s  E x e c u tiv e  O ffic e rs  o f th e  C o m p a n y  (in c lu d in g  th e  C E O ) a n d  s u c h  o th e r in d iv id u a ls  a s  id e n tifie d  b y  th e  C o m p e n s a tio n  C o m m itte e , in  e a c h  c a s e  e m p lo y e d  b y  1  | P a g e
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Exhibit IO(f) 

HUM 

E ECUTIVE SEVERAl CE POLICY 

This Humana lnc. xecutive Severance Po licy has been adopted by the Organization & 
Compensation Committee (the "Committee") of the Board of DirectorS of the Company to apply 
to selected executi e employees of the Company. E ·e:e utives will be eligible for coverage under 
the Policy for the payment of severance benefits upon t.crmination of employment under certain 
circum tances, subject to the condition et forth below. This Pol icy haJI be effective as of the 
Effecti e Date a provided herein. 

I. Definitjon . For purpo es of thi Po licy, the following term shall ha e the 
fol.lowing meaning: 

"Annual1 Base Silary'' shall mean an Exe:eutive's stated ann ual compensation 
without regard to any bonu , perquisite or other benefits. 

'Annuall Bonus" means the annual bonus or incentive compensation payable to 
Executive under the Company's annual bonus or incentive compem,ation program in which 
Executive participates from lime to time. 

'Cause" means (i) a fe lony conviction of Executive, (ii) the failure of Executive to 
contest prosecution for a fe lony or (iii) Executive's willful misconduct or dishonesty, any of which 
i determined by the Compensation Committee to b directly and materially harmful to the 
business or reputation of the Company or any of its ub idiarics. 

"CEO" shall mean the Company's President and Chief Executive Officer. 

" CEO DirE:d Rf:vorts" shall mean Executive Officers of the Company wbo are 
direct reportia; to the Company's President and hief xecutive fficer. 

• Cotrpany'' means Humana Inc. , a Dela'> are corporation. 

"Code" means the Internal Revenue Code of I 986, as amended. 

' 'Corrp01S:1tion Conmttee" means the Organization and ompensation Committee 
of the Board of Directors of the ompany. 

" Date of Termnation" mean the effective date of the relevant ec.utive' 
termination of employment with the ompany. 

" Effective Date'' means March 1, 2019, or such later date as detcnnined by the 
Compen ation Committee with re pect to an Executive. 

" Exocutive" mean Executive Officers of the Company (including the CEO) and 
uch other indi iduals as identified by the Campen ation Committee, in each case employed by 



 

th e  C o m p a n y  o r a n  a ffilia te  o f th e  C o m p a n y  o n  a  fu ll-tim e  o r p a rt-tim e  b a s is . In d iv id u a ls  w ill c o n tin u e  to  b e  d e e m e d  a n  “E x e c u tiv e ” e lig ib le  fo r th e  rig h ts  a n d  b e n e fits  u n d e r th is  P o lic y  fo r a  p e rio d  o f tw e lv e  (1 2 ) m o n th s  fo llo w in g  a  c h a n g e  in  ro le  o r title  a t th e  C o m p a n y  th a t w o u ld  o th e rw is e  h a v e  c a u s e d  th e  in d iv id u a l to  c e a s e  to  b e  a n  e lig ib le  E x e c u tiv e  O ffic e r o r o th e r in d iv id u a l id e n tifie d  b y  th e  C o m p e n s a tio n  C o m m itte e  a s  e lig ib le . “E x e c u tiv e  O ffic e r” s h a ll in c lu d e  th o s e  e x e c u tiv e  o ffic e rs  d e s ig n a te d  b y  th e  B o a rd  u n d e r R u le  1 6 a -1 (f) u n d e r th e  S e c u ritie s  E x c h a n g e  A c t o f 1 9 3 4 , a s  a m e n d e d . “P o lic y ” m e a n s  th is  H u m a n a  In c . E x e c u tiv e  S e v e ra n c e  P o lic y . “S e p a ra tio n  fro m  S e rv ic e ” m e a n s  a  te rm in a tio n  o f th e  e m p lo y m e n t re la tio n s h ip  o f th e  E x e c u tiv e  w ith  th e  C o m p a n y  o r a n  a ffilia te  w ith in  th e  m e a n in g  o f S e c tio n  4 0 9 A  o f th e  C o d e  a n d  T re a s u ry  R e g u la tio n  s e c tio n  1 .4 0 9 A -1 (h ) o r a n y  s u c c e s s o r th e re to . “S e v e ra n c e  P e rio d ” m e a n s  (i) fo r th e  C E O , tw e n ty -fo u r (2 4 ) m o n th s  fo llo w in g  th e  D a te  o f T e rm in a tio n , (ii) fo r C E O  D ire c t R e p o rts , e ig h te e n  (1 8 ) m o n th s  fo llo w in g  th e  D a te  o f T e rm in a tio n  a n d  (iii) fo r a ll o th e r E x e c u tiv e s , s ix  (6 ) m o n th s  p lu s  tw o  (2 ) w e e k s  p e r y e a r o f c o m p le te d  s e rv ic e . “S e v e ra n c e  R a te ” m e a n s  (i) fo r th e  C E O , th e  C E O ’s  th e n  c u rre n t A n n u a l B a s e  S a la ry  p lu s  th e  ta rg e t a n n u a l b o n u s  o r in c e n tiv e  c o m p e n s a tio n  w h ic h  c o u ld  h a v e  b e e n  e a rn e d  b y  th e  C E O , c a lc u la te d  a s  if a ll

re le v a n t g o a ls  h a d  b e e n  m e t d u rin g  th e  C o m p a n y ’s  th e n -c u rre n t fis c a l y e a r p u rs u a n t to  th e  te rm s  o f th e  in c e n tiv e  c o m p e n s a tio n  p la n  in  w h ic h  th e  C E O  p a rtic ip a te s , a n d  (ii) fo r a ll o f E x e c u tiv e s , s u c h  E x e c u tiv e ’s  th e n  c u rre n t A n n u a l B a s e  S a la ry . 2 . T e rm  o f P o lic y . T h e  te rm  o f th is  P o lic y  s h a ll b e g in  o n  th e  E ffe c tiv e  D a te  a n d  s h a ll c o n tin u e  in  e ffe c t u n til m o d ifie d  o r te rm in a te d  b y  th e  C o m p a n y  p u rs u a n t to  S e c tio n  1 3  h e re o f. 3 . T e rm in a tio n . T h e  C o m p a n y  m a y  te rm in a te  th e  e m p lo y m e n t o f E x e c u tiv e  fo r a n y  re a s o n  a n d  a t a n y  tim e . In  th e  e v e n t th a t th e  C o m p a n y  te rm in a te s  th e  e m p lo y m e n t o f E x e c u tiv e  w ith o u t C a u s e , E x e c u tiv e  s h a ll b e  e n title d  to  th e  fo llo w in g  rig h ts  a n d  b e n e fits  u n d e r th is  S e c tio n  3 : 3 .1  S e v e ra n c e  B e n e fits . S u b je c t to  E x e c u tiv e ’s  c o m p lia n c e  w ith  a ll te rm s  o f th is  P o lic y , in c lu d in g , w ith o u t lim ita tio n , S e c tio n s  5  a n d  6  h e re o f: (i) S a la ry  C o n tin u a tio n  P a y m e n ts . T h e  C o m p a n y  w ill p a y  E x e c u tiv e  s a la ry  c o n tin u a tio n  th ro u g h  th e  S e v e ra n c e  P e rio d  a t a n  a n n u a l ra te  e q u a l to  s u c h  E x e c u tiv e ’s  S e v e ra n c e  R a te ; p ro v id e d  th a t a n y  p a y m e n ts  th a t w o u ld  o th e rw is e  b e  p a id  d u rin g  th e  S e v e ra n c e  P e rio d  th a t re m a in  o u ts ta n d in g  a s  o f M a rc h  1 5  o f th e  y e a r fo llo w in g  th e  y e a r d u rin g  w h ic h  th e  D a te  o f T e rm in a tio n  o c c u rre d  s h a ll b e  p a id  in  a  lu m p  s u m  o n  s u c h  d a te . S a la ry  c o n tin u a tio n  u n d e r th is  S e c tio n  3 .1  s h a ll b e  p a id  o n  a  b i-w e e k ly  b a s is  in  a c c o rd a n c e  w ith

th e  C o m p a n y ’s  c u s to m a ry  p a y ro ll p ra c tic e s  w ith  th e  firs t p a y m e n t to  b e  m a d e  in  a c c o rd a n c e  w ith  S e c tio n  5  h e re o f, s u b je c t to  th e  a c c e le ra te d  p a y m e n t o f th e  re m a in in g  a m o u n ts  in  a c c o rd a n c e  w ith  th e  p rio r s e n te n c e . (ii) P ro -R a ta  B o n u s . T h e  C o m p a n y  w ill p a y  E x e c u tiv e  a n  a m o u n t e q u a l to  th e  p ro d u c t o f (A ) th e  A n n u a l B o n u s , if a n y , th a t E x e c u tiv e  w o u ld  h a v e  e a rn e d  fo r th e  c a le n d a r y e a r in  w h ic h  th e  D a te  o f T e rm in a tio n  o c c u rs , b a s e d  o n  a c h ie v e m e n t o f th e  a p p lic a b le  p e rfo rm a n c e  2  | P a g e
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the ompany or an affiliate of the Company on a fu ll-time or part-time bas. is. Individua ls wi ll 
continue to be deemed an "Executive" eligible for the rights and benefits Linder this Policy for a 
period of t\ 1 e (12) month fo llowing a change in role or ti t.le at the Company that would 
otherwise have caused the individual to cea e to be an eligible Executive Officer or other 
indi idual identified by the Compen ation Committee as eligible. 

" Executive Officer" hall include those executive officers designated by the Board 
under Rule l 6a- l (f) under the Securities Exchange Act of 1934, a amended. 

" Po.I icy" means this Hwnana Inc. Exocutive everance Poli cy. 

" S:paration from Service" mean a termination of the employment re lationship of 
the xecuti ve with the ompany or an affiliate within the meaning of Section 409A of the ode 
and reasury Regulation s.e,c tion I .409A- l(h) or any successor thereto. 

"Severance Pe-iod' mean (i ) for the CEO twenty-four (2A) mo nth following the 
Date of Termination, (i i) for EO Di rect Reports, eighteen ( 18) month . foll owing the Date of 
Termi nation and {iii) for all other Executives , six (6) months plus two (2) weeks per year of 
completed service. 

' 'Severance Rate" mean (i) for the 0 , the EO' then current Annual Ba e 
ala,y plus the target annual bonus or incentive compensation wh ich could have been earned by 

the EO calculated as if all relevant goals had been met during the Company's then-current fi scal 
year put uant to the terms of the incenti e compensation plan in which the CEO part icipates, and 
(i i) for all ofExccutivc , uch Executive then current Annual Base Salary. 

2. Term of Policv. The term of this Policy shall begin on the Effective Date and s.ha ll 
continue in effect until modi fied or terminated by th Company pursuant to ection l3 he.reof. 

3. Termination. The ompany may tenninate the em ployment of Executive for any 
reason and at any time. In the event that the Company tenninates the employment of Executive 
without Cause, Executive hall be entitled to the fo llowing rights and benefits under this Section 3; 

3. 1 Severance Benefi ts. Subj ect to xecutive's compl iance with all terms of 
this Policy, including, without limitation, Sections 5 and 6 hereof; 

( i.) Salary Continuatio n Payments. The ompany will pay Executive 
salary continuation through the everance Period at an annual rate equal to such Executive's 

everance Rate: provided that any payments that would otherwise be paid during the Severance 
Period that remain outs tanding as of March 15 of the year foll owing the year duri ng which the 
Date of Termination occurred shall be paid in a lump um on such date. alary continuation under 
tt1is Section 3. 1 hall be paid on a bi-weekly basi in ac.cordance with the Company' cu tomary 
payroll practice with the first payment to be made in accordance with Section 5 hereof subject to 
the accelerated payment of the remai ning amounts in accordance with the prior sentence. 

(ii) Pro-Rata Bonus. The Company will pay E ecutive an amount equal 
to the product of ( ) the Annual Bonu , if any, that E ecutive would have earned for the calendar 
year in which the Date of Terrnination occurs, based on achievement of the applicable performance 

2 I I' u g c 



 

g o a ls  fo r e a c h  s u c h  c a le n d a r y e a r, a s  u n ifo rm ly  a p p lie d  to  o th e r E x e c u tiv e s  w h o  re m a in  e m p lo y e d  th ro u g h  th e  e n d  o f th e  a p p lic a b le  p e rfo rm a n c e  p e rio d  a n d  (B ) a  fra c tio n , th e  n u m e ra to r o f w h ic h  is  th e  n u m b e r o f d a y s  E x e c u tiv e  w a s  e m p lo y e d  b y  th e  C o m p a n y  d u rin g  th e  c a le n d a r y e a r o f te rm in a tio n , a n d  th e  d e n o m in a to r o f w h ic h  is  th e  n u m b e r o f d a y s  in  s u c h  c a le n d a r y e a r. T h is  a m o u n t s h a ll b e  p a id  o n  th e  d a te  th a t A n n u a l B o n u s e s  a re  n o rm a lly  p a id , b u t in  n o  e v e n t la te r th a n  M a rc h  1 5 th  o f th e  y e a r fo llo w in g  th e  y e a r in  w h ic h  th e  D a te  o f T e rm in a tio n  o c c u rs . (iii) C o n tin u e d  H e a lth  B e n e fit C o v e ra g e . T h e  C o m p a n y  w ill p ro v id e  to  e a c h  E x e c u tiv e  a n d  E x e c u tiv e ’s  e lig ib le  d e p e n d e n ts , th ro u g h  th e  e n d  o f th e  (i) a p p lic a b le  S e v e ra n c e  P e rio d  fo r s u c h  E x e c u tiv e , o r (ii) th e  e ffe c tiv e  d a te  o f E x e c u tiv e ’s  c o v e ra g e  u n d e r e q u iv a le n t b e n e fits  fro m  a  n e w  e m p lo y e r (p ro v id e d  th a t n o  s u c h  e q u iv a le n t b e n e fits  s h a ll b e  c o n s id e re d  e ffe c tiv e  u n le s s  a n d  u n til a ll p re -e x is tin g  c o n d itio n  lim ita tio n s  a n d  w a itin g  p e rio d  re s tric tio n s  h a v e  b e e n  w a iv e d  o r h a v e  o th e rw is e  la p s e d ), a t th e  C o m p e n s a tio n  C o m m itte e ’s  o p tio n , e ith e r (A ) c o n tin u e d  m e d ic a l a n d  d e n ta l c o v e ra g e  u n d e r th e  C o m p a n y ’s  h e a lth  c a re  p la n  a t th e  s a m e  le v e l o f c o v e ra g e  to  w h ic h  s u c h  E x e c u tiv e  w a s  e n title d  o n  th e  D a te  o f T e rm in a tio n , s u b je c t to  e lig ib ility  re q u ire m e n ts  a n d  o th e r c o n d itio n s

c o n ta in e d  in  th e  p la n , in c lu d in g  th e  re q u ire m e n t th a t E x e c u tiv e  c o n tin u e  to  p a y  th e  “e m p lo y e e  p o rtio n ” o f th e  c o s t th e re o f, o r (B ) e q u iv a le n t b e n e fits  (o r e q u iv a le n t c a s h  v a lu e , p a y a b le  o n  a n  a fte r-ta x  b a s is ), a s  d e te rm in e d  in  th e  s o le  re a s o n a b le  d is c re tio n  o f th e  C o m p e n s a tio n  C o m m itte e . T h e  c o v e ra g e  p ro v id e d  p u rs u a n t to  th is  S e c tio n  3 .1 (iii) s h a ll b e  in  s a tis fa c tio n  o f th e  C o m p a n y ’s  o b lig a tio n  to  p ro v id e  c o v e ra g e  u n d e r th e  C o n s o lid a te d  O m n ib u s  B u d g e t R e c o n c ilia tio n  A c t (C O B R A ). (iv ) O u tp la c e m e n t S e rv ic e s ; F in a n c ia l P la n n in g . T h e  C o m p a n y  w ill p ro v id e  a n  E x e c u tiv e  w h o  is  th e  C E O  o r a  C E O  D ire c t R e p o rt o r o th e rw is e  d e s ig n a te d  b y  th e  C o m m itte e  (i) w ith  fin a n c ia l p la n n in g  s e rv ic e s  d u rin g  th e  o n e  y e a r p e rio d  im m e d ia te ly  fo llo w in g  th e  D a te  o f T e rm in a tio n  o n  th e  s a m e  te rm s  a s  th e  fin a n c ia l p la n n in g  s e rv ic e s  w e re  p ro v id e d  to  s u c h  E x e c u tiv e  im m e d ia te ly  p rio r to  th e  D a te  o f T e rm in a tio n , a n d  (ii) w ith  o u tp la c e m e n t s e rv ic e s  th ro u g h  a n  o u tp la c e m e n t firm  o f th e  C o m p a n y ’s  c h o o s in g  a t a  le v e l o f s e rv ic e s  to  b e  d e te rm in e d  b y  th e  C o m p a n y , w ith  s u c h  s e rv ic e s  to  e x te n d  u n til th e  e a rlie r o f (A ) o n e  y e a r fo llo w in g  th e  D a te  o f T e rm in a tio n  o r (B ) th e  d a te  E x e c u tiv e  s e c u re s  fu ll tim e  e m p lo y m e n t. 3 .2  A c c ru e d  R ig h ts . With in  fifte e n  (1 5 ) b u s in e s s  d a y s  fo llo w in g  th e  D a te  o f T e rm in a tio n , th e  C o m p a n y  w ill p a y  o r p ro v id e  E x e c u tiv e  w ith  (i) a ll a c c ru e d  b u t u n p a id  b a s e  s a la ry

th ro u g h  th e  D a te  o f T e rm in a tio n , (ii) v a c a tio n  p a y  a c c ru e d  b u t n o t u s e d  in  a c c o rd a n c e  w ith  th e  C o m p a n y ’s  v a c a tio n  p a y  p o lic y , (iii) a n y  p re v io u s ly  a w a rd e d  b u t u n p a id  A n n u a l B o n u s  fo r a  c o m p le te d  c a le n d a r y e a r p rio r to  th e  D a te  o f T e rm in a tio n , (iv ) a n y  u n re im b u rs e d  b u s in e s s  e x p e n s e s  th a t a re  re im b u rs a b le  u n d e r th e  C o m p a n y ’s  b u s in e s s  e x p e n s e  p o lic y , a n d  (v ) a ll rig h ts  a n d  b e n e fits  u n d e r th e  e m p lo y e e  b e n e fit p la n s  o f th e  C o m p a n y  in  w h ic h  E x e c u tiv e  is  th e n  p a rtic ip a tin g , (c o lle c tiv e ly , th e  “A c c ru e d  R ig h ts ”). 3 .3  N o  A d d itio n a l R ig h ts . E x c e p t a s  p ro v id e d  in  th is  S e c tio n  3 , E x e c u tiv e ’s  p a rtic ip a tio n  u n d e r a n y  b e n e fit p la n , p ro g ra m , p o lic y  o r a rra n g e m e n t s p o n s o re d  o r m a in ta in e d  b y  th e  C o m p a n y  s h a ll b e  tre a te d  in  a c c o rd a n c e  w ith  th e  te rm s  o f th e  a p p lic a b le  p la n . With o u t lim itin g  th e  g e n e ra lity  o f th e  fo re g o in g , E x e c u tiv e ’s  e lig ib ility  fo r a n d  a c tiv e  p a rtic ip a tio n  in  a n y  o f th e  re tire m e n t p la n s  m a in ta in e d  b y  th e  C o m p a n y  w ill e n d  o n  th e  D a te  o f T e rm in a tio n  a n d  E x e c u tiv e  w ill e a rn  n o  a d d itio n a l b e n e fits , in c lu d in g , w ith o u t lim ita tio n , a n y  a d d itio n a l s e rv ic e  c re d it, u n d e r th o s e  p la n s  a fte r th a t d a te . E x e c u tiv e  s h a ll b e  tre a te d  a s  a  te rm in a te d  e m p lo y e e  fo r p u rp o s e s  o f a ll 3  | P a g e
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goals for each such calendar year, as unifom1ly app lied to other Executives who remain employed 
through the end of the applicable performance period and (B) a fraction, the m1ruerator of which 
is the number of day xecutive was employed by the Company during the calendar year of 
termination, and the denominator of which is the number of days in ucb calendar year. Thi 
amount hall be pajd 011 the date that Annual Bonuses are normally paid, but in no event later than 
March 15th of the yea following the year in which the Date of Termination occur . 

(iii) Continued Health Benefit Coverage. The Company will provide to 
each E ecutive and ecutive' s eligible dependents, through the end of the (i) applicable 

everance Period for such xecutive, or (ii) the effective date of Executive 's coverage under 
equivalent benefits from a new employer (provided that no such equivalent benefits shall be 
considered effective unless and until all pre-existing condition limitations and waiting period 
re triction have b n waived or ha e oth rwi e lapsed), at th Comp nsation Committ e' option, 
either (A) c.ontinued medical and dental c.overage under the Company's health care plan at the 
ame level of coverage to which uch E ecuti e wa entitled on the Date of Termination ubject 

to eligibiUty requirements and other condit ions contained in the plan including the requirement 
that Executive continue to pay the "employee portion' of the cost thereot~ or (B) equivalent 
benefits (or equivalent cash value payable on an after-tdx basis), as detennined in the sole 
reasonable discret ion of the Compen ation Committee. The coverage provided pursuant to this 

e.ction 3. l (iii) shall be in atisfaction of the Company's obligation to provide co erage under the 
Con olidated Omnibus Budget Re.conciliation Act (COBRA). 

(iv) Outplacement Services; Financial Planning. The Company will 
provide an Execut ive who i the CEO or a CEO Direct Report or otherwise de ignated by the 
Committee (i) with financial planning crvicc during the one year period immediately following 
the Date ofTermiuation on the same tenns a the financial planning ervice were provided to such 
Executive immediately prior to the Date of Tenninarion and (ii) with outplacement service 
through an outplacement firm of the Company's choosing at a level of services to be determined 
by the Company, with such services to extend until the earlier of (A) one year following the Date 
of Termination or (B • the date Executive ecures full time employment. 

3.2 Accrued Rights. Within fifteen (15) business days following the Date of 
Termination the Company will pay or provide xecutive with (i) al I accrued but unpaid base salary 
through the Date of Termination, ii vacation pay accrued but not u ed in accordance with the 
Company's vacation pay policy, (iii) any prcviou ly a\ arded but unpa id Annual Bonus for a 
completed c.alendar year prior to the Date ofTermfoatiot1, (iv) any unreimbursed bu ine e pen e 
that are reirnbursable under the ompany's business expense policy, and (v) all rights and benefits 
under the employee benefit plans of the ompany in which xecutive is then participating, 
(co lledively, the ' 'Accrued Rights''). 

3.3 No Additional Rights. Except a provided in thi Section 3, Executive' 
participation under any benefit plan, program pol icy or arrangement sponsored or maintained by 
the Company shall be treated in accordance with the tenns of the applicable plan. ''lithout limiting 
the general ity of the foregoing, Executive's eligibi lity for and active participation in any of the 
retirement plan maintained by the Company will end on the Dale of Termination and Executive 
wi ll cam no additional benefits, including, without limitation, any additional service crodit under 
tho e plans after that date. • xecutive hall be treated a a terminated employee for purpo e of all 



 

s u c h  b e n e fit p la n s  a n d  p ro g ra m s  e ffe c tiv e  a s  o f th e  D a te  o f T e rm in a tio n , a n d  s h a ll re c e iv e  a ll p a y m e n ts  a n d  b e n e fits  d u e  u n d e r s u c h  p la n s  a n d  p ro g ra m s  in  a c c o rd a n c e  w ith  th e  te rm s  a n d  c o n d itio n s  th e re o f. 4 . O th e r T e rm in a tio n s . T h e  C o m p a n y  m a y  te rm in a te  th e  e m p lo y m e n t o f E x e c u tiv e  fo r a n y  re a s o n  a n d  a t a n y  tim e . In  th e  e v e n t th a t th e  C o m p a n y  te rm in a te s  th e  e m p lo y m e n t o f E x e c u tiv e  d u rin g  th e  te rm  o f th e  P o lic y , o th e r th a n  a  te rm in a tio n  o f e m p lo y m e n t b y  th e  C o m p a n y  fo r C a u s e , th e  C o m p a n y  w ill p a y  o r p ro v id e  E x e c u tiv e  w ith  a ll A c c ru e d  R ig h ts . E x e c u tiv e  m a y  te rm in a te  h is  o r h e r e m p lo y m e n t fo r a n y  re a s o n  a n d  a t a n y  tim e  a n d  s h a ll n o t b e  e n title d  to  a n y  p a y m e n ts  o r b e n e fits  u n d e r th is  P o lic y  b y  re a s o n  o f s u c h  te rm in a tio n  o f e m p lo y m e n t fro m  th e  C o m p a n y . T h is  P o lic y  s h a ll h a v e  n o  e ffe c t o n  th e  rig h ts  a n d  b e n e fits  to  w h ic h  a n  E x e c u tiv e  is  e n title d  u p o n  re tire m e n t u n d e r (w ith o u t lim ita tio n ) a n y  re tire m e n t o r s a v in g s  p la n  o f th e  C o m p a n y , w h ic h  s h a ll b e  g o v e rn e d  e x c lu s iv e ly  b y  th e  te rm s  o f s u c h  p la n s  a n d  a g re e m e n ts , a s  a p p lic a b le . 5 . R e le a s e . 5 .1  A s  a  c o n d itio n  p re c e d e n t to  re c e iv in g  th e  p a y m e n ts  a n d  b e n e fits  a s  p ro v id e d  h e re in , E x e c u tiv e  w ill e x e c u te  (a n d  n o t re v o k e ) a  g e n e ra l re le a s e  o f c la im s  (th e  “R e le a s e ”), in  a  fo rm  p ro v id e d  b y  th e  C o m p a n y . If E x e c u tiv e  fa ils  to  e x e c u te  a n d  d e liv e r th e  R e le a s e , o r re v o k e s  th e  R e le a s e ,

E x e c u tiv e  a g re e s  th a t h e  s h a ll n o t b e  e n title d  to  re c e iv e  th e  p a y m e n ts  a n d  b e n e fits  d e s c rib e d  h e re in . F o r p u rp o s e s  o f th is  P o lic y , th e  R e le a s e  s h a ll b e  c o n s id e re d  to  h a v e  b e e n  e x e c u te d  b y  E x e c u tiv e  if it is  s ig n e d  b y  E x e c u tiv e ’s  le g a l re p re s e n ta tiv e  in  th e  c a s e  o f le g a l in c o m p e te n c e  o r o n  b e h a lf o f E x e c u tiv e ’s  e s ta te  in  th e  c a s e  o f E x e c u tiv e ’s  d e a th . 5 .2  E x c e p t a s  o th e rw is e  s p e c ifie d  o r a g re e d  to  b y  E x e c u tiv e  a n d  th e  C o m p a n y , p a y m e n t o f a n y  a m o u n ts  d e s c rib e d  h e re u n d e r th a t a re  s u b je c t to  th e  R e le a s e  w ill b e g in  o n  th e  6 0 th  d a y  fo llo w in g  th e  D a te  o f T e rm in a tio n , w ith  th e  firs t s u c h  p a y m e n t to  in c lu d e  a n y  a m o u n ts  a ttrib u ta b le  to  p a y ro ll in te rv a ls  o c c u rrin g  p rio r to  s u c h  d a te , p ro v id e d , h o w e v e r, th a t, to  th e  e x te n t th a t th e  p a y m e n ts  a re  e x e m p t fro m  S e c tio n  4 0 9 A  o f th e  C o d e , s u c h  e x e m p t p a y m e n ts  s h a ll b e  m a d e  b e g in n in g  w ith  th e  firs t p a y ro ll d a te  fo llo w in g  th e  e ffe c tiv e n e s s  o f th e  R e le a s e . 6 . R e s tric tiv e  C o v e n a n ts . In  c o n s id e ra tio n  o f E x e c u tiv e ’s  e m p lo y m e n t b y  th e  C o m p a n y  a n d  th e  rig h ts  a n d  b e n e fits  o f E x e c u tiv e  p ro v id e d  b y  th is  P o lic y , E x e c u tiv e  w ill e n te r in to  a g re e m e n ts  th a t c o n ta in  c e rta in  c o v e n a n ts  re g a rd in g  n o n -c o m p e titio n , n o n -s o lic ita tio n , n o n - d is p a ra g e m e n t a n d  s p e c ific  e n fo rc e m e n t w ith  th e  re s tric te d  p e rio d  fo r th e  n o n -c o m p e titio n  a n d  n o n -s o lic ita tio n  c o v e n a n ts  to  b e  th e  a p p lic a b le  S e v e ra n c e  P e rio d  fo r s u c h

E x e c u tiv e , c o m m e n c in g  u p o n  th e  D a te  o f T e rm in a tio n , w ith  s u c h  c o v e n a n ts  to  b e  s u b s ta n tia lly  in  th e  fo rm  a tta c h e d  a s  E x h ib it A  h e re to  a n d  e ffe c tiv e  a s  o f th e  E ffe c tiv e  D a te  h e re o f (th e  “R e s tric tiv e  C o v e n a n ts  E ffe c tiv e  D a te ”). 7 . S e c tio n  4 0 9 A . 7 .1  C o m p lia n c e . It is  in te n d e d  th a t th is  P o lic y  b e  e x e m p t fro m  th e  p ro v is io n s  o f S e c tio n  4 0 9 A  o f th e  C o d e  a n d  th is  P o lic y  s h a ll b e  c o n s tru e d , a d m in is te re d , a n d  g o v e rn e d  in  a  m a n n e r c o n s is te n t w ith  th is  in te n t. If a n d  to  th e  e x te n t th a t a n y  p a y m e n t o r b e n e fit u n d e r th is  P o lic y  is  d e te rm in e d  b y  th e  C o m p a n y  to  c o n s titu te  “n o n -q u a lifie d  d e fe rre d  c o m p e n s a tio n ” s u b je c t to  S e c tio n  4 0 9 A  o f th e  C o d e  a n d  is  p a y a b le  to  E x e c u tiv e  b y  re a s o n  o f E x e c u tiv e ’s  te rm in a tio n  o f 4  | P a g e
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such benefit p lans and programs effecti ve as of the Date of · e rmination, and shall receive all 
payments and benefits due under such p lans and programs in accordance with the terms and 
conditions thereof. 

4. Other Tem1inations. The Company may terminate the employment of xecutive for 
any reason and at any time. In the event that the Company terminates the employment of Executive 
during the term of the Policy, other than a termination of mploymen! by the Company for -au e, 
the Company will pay or provide Executive with all Accrued Rights. • ecutive may terminate hi 
or her employment for any reason and at any time and hall not be entitled to any payment or 
benefit under this Policy by reason of such termination of employment from the ompany. Thi 
Policy shall have no effect on the rights and benefits to which an xecutive is entit led upon 
retirement under (without limita tion) any retirement or savings plan of the Company, wh ich shall 
be go m d exclusiv ly by the term of uch plan and agre ment , as applicable. 

5.1 A a condition precedent to receiving the payment and benefits as provided 
herei 1 xecutive will e ecute {and not revoke) a general relea e o claims (the "Release"), in a 
fo1m provided by the ompany. If xecuti ve fails to execute and de liver the Release, or revokes 
the Release xecutiv agrees that be shall not be entitled to receive the payments and benefits 
described herein. For purposes of this Policy, the Release shall be considered to have been exec l1ted 
by Executive if ii is signed by E eculi e's legal representative in the cm;e of legal incompetence 
or on behalf ofE ecuti e' estate in the case of ccutivc death. 

5.2 Except as otherwise specified or agreed to by Executive and the Company, 
payment of any amount de cribed herellnder that are ubject to the Relea e '\ ill begin on the 60th 
clay folio, ing the Date of Termination, with the first uch payment to include any amount 
attributable to payroll intervals occurring prior to uch date, provided, however that to thee tent 
that the payment are exempt from Section 409A of the ode, uch ex.empt payments shall be 
made beginning with the first payroll date following the effectiveness of the Release. 

6. Restrictive ovenant . ln con ideration of E ecutive's employment by the 
ornpany and the rights and benefits of Executive provided by this Policy, Executive wi ll enter 

into agreement~ that contain ce1tain covenants regarding non-competition non-solicitation non­
disparagement and specific enforcement with the restricted period for the non-competition and 
non-sol icitation covenant to be the applicable Se erance Period for uch Execu tive, commencing 
upon the Date of Tennination, , ith ucb covenant to be sub tantially in the form attached a 
Exhibit A hereto and effective a of the ffective Date hereof (the "Restrictive Covenants . ffective 
Date'). 

7. ection 409A. 

7.1 ompliance. It is intended that this Policy be exempt from the provisions of 
Section 409A of the Code and this Pol icy shall be construed, admini tered, and governed in a 
manner con istent with thi inten t. I rand to thee tent that.any payment or benefit under thi Policy 
i determine.cl by the Company to con titute "non-qualified deferred compen ation" ubject to 
Section 409A of the Code and i payable to ecutive by reason of ecutive' terminatiot of 



 

e m p lo y m e n t, th e n  s u c h  p a y m e n t o r b e n e fit s h a ll b e  m a d e  o r p ro v id e d  to  E x e c u tiv e  o n ly  u p o n  a  S e p a ra tio n  fro m  S e rv ic e  a s  d e fin e d  fo r p u rp o s e s  o f S e c tio n  4 0 9 A  o f th e  C o d e . E a c h  s e v e ra n c e  p a y m e n t u n d e r th is  P o lic y  w ill b e  c o n s id e re d  a  “s e p a ra te  p a y m e n t” a n d  n o t o n e  o f a  s e rie s  o f p a y m e n ts  fo r p u rp o s e s  o f S e c tio n  4 0 9 A  o f th e  C o d e . T o  th e  e x te n t th a t a n y  b e n e fits  to  b e  p ro v id e d  to  E x e c u tiv e  p u rs u a n t to  th is  P o lic y  a re  c o n s id e re d  n o n q u a lifie d  d e fe rre d  c o m p e n s a tio n  a n d  a re  re im b u rs e m e n ts  s u b je c t to  T re a s u ry  R e g u la tio n  S e c tio n  1 .4 0 9 A -3 (i)(1 )(iv ), th e n  (i) th e  re im b u rs e m e n t o f e lig ib le  e x p e n s e s  re la te d  to  s u c h  b e n e fits  s h a ll b e  m a d e  o n  o r b e fo re  th e  la s t d a y  o f th e  E x e c u tiv e ’s  ta x a b le  y e a r fo llo w in g  th e  E x e c u tiv e ’s  ta x a b le  y e a r in  w h ic h  th e  e x p e n s e  w a s  in c u rre d  a n d  (ii) n o tw ith s ta n d in g  a n y th in g  to  th e  c o n tra ry  in  th is  P o lic y  o r a n y  p la n  p ro v id in g  fo r s u c h  b e n e fits , th e  a m o u n t o f e x p e n s e s  e lig ib le  fo r re im b u rs e m e n t d u rin g  a n y  ta x a b le  y e a r o f th e  E x e c u tiv e  s h a ll n o t a ffe c t th e  e x p e n s e s  e lig ib le  fo r re im b u rs e m e n t in  a n y  o th e r ta x a b le  y e a r. N o th in g  in  th is  P o lic y  w ill p ro v id e  a  b a s is  fo r a n y  p e rs o n  to  ta k e  a c tio n  a g a in s t th e  C o m p a n y  o r its  a ffilia te s  b a s e d  o n  m a tte rs  c o v e re d  b y  S e c tio n  4 0 9 A  o f th e  C o d e  a n d  in  n o  e v e n t w ill th e  C o m p a n y  o r its  a ffilia te s  b e  lia b le  fo r a n y  a d d itio n a l ta x , in te re s t o r p e n a ltie s  th a t m a y  b e  im p o s e d  o n  E x e c u tiv e

u n d e r S e c tio n  4 0 9 A  o f th e  C o d e  o r a n y  d a m a g e s  fo r fa ilin g  to  c o m p ly  w ith  S e c tio n  4 0 9 A  o f th e  C o d e . 7 .2  S ix  M o n th  D e la y  fo r S p e c ifie d  E x e c u tiv e s . T o  th e  e x te n t th a t a n y  a m o u n t p a y a b le  o r b e n e fit to  b e  p ro v id e d  u n d e r th is  P o lic y  c o n s titu te s  a  n o n e x e m p t “n o n q u a lifie d  d e fe rre d  c o m p e n s a tio n  p la n ” (a s  d e fin e d  in  S e c tio n  4 0 9 A  o f th e  C o d e ) u p o n  a  S e p a ra tio n  fro m  S e rv ic e , a n d  to  th e  e x te n t a n  E x e c u tiv e  is  d e e m e d  to  b e  a  “s p e c ifie d  e m p lo y e e ” (a s  th a t te rm  is  d e fin e d  in  S e c tio n  4 0 9 A  o f th e  C o d e  a n d  p u rs u a n t to  p ro c e d u re s  e s ta b lis h e d  b y  th e  C o m p a n y ) o n  th e  D a te  o f T e rm in a tio n , n o tw ith s ta n d in g  a n y  o th e r p ro v is io n  in  th is  P o lic y  to  th e  c o n tra ry , s u c h  p a y m e n t o r b e n e fit p ro v is io n  w ill n o t b e  m a d e  to  th e  E x e c u tiv e  d u rin g  th e  s ix  m o n th  p e rio d  im m e d ia te ly  fo llo w in g  th e  D a te  o f T e rm in a tio n . In s te a d , o n  th e  firs t d a y  o f th e  s e v e n th  m o n th  fo llo w in g  th e  D a te  o f T e rm in a tio n , a ll a m o u n ts  th a t o th e rw is e  w o u ld  h a v e  b e e n  p a id  o r p ro v id e d  to  th e  E x e c u tiv e  d u rin g  th e  s ix  m o n th  p e rio d , b u t w e re  n o t p a id  o r p ro v id e d  b e c a u s e  o f th is  S e c tio n  7 .2 , w ill b e  p a id  o r p ro v id e d  to  th e  E x e c u tiv e  a t s u c h  tim e  w ith o u t in te re s t. T h is  s ix  m o n th  d e la y  w ill c e a s e  to  b e  a p p lic a b le  if th e  E x e c u tiv e  in c u rs  a  S e p a ra tio n  fro m  S e rv ic e  d u e  to  d e a th  o r if th e  E x e c u tiv e  d ie s  b e fo re  th e  s ix  m o n th  p e rio d  h a s  e x p ire d . 8 . With h o ld in g  T a x e s . A ll c o m p e n s a tio n  p a y a b le  p u rs u a n t to  th is  P o lic y  s h a ll b e

s u b je c t to  re d u c tio n  b y  a ll a p p lic a b le  w ith h o ld in g , s o c ia l s e c u rity  a n d  o th e r fe d e ra l, s ta te  a n d  lo c a l ta x e s  a n d  d e d u c tio n s , a n d  th e  C o m p a n y  s h a ll b e  a u th o riz e d  to  m a k e  a ll s u c h  w ith h o ld in g s  to  th e  e x te n t it d e te rm in e s  n e c e s s a ry  u n d e r a p p lic a b le  la w . 9 . A c k n o w le d g m e n t. E x e c u tiv e  a c k n o w le d g e s  th a t th is  P o lic y  d o e s  n o t c o n s titu te  a  c o n tra c t o f e m p lo y m e n t o r im p o s e  o n  th e  C o m p a n y  a n y  o b lig a tio n  to  re ta in  E x e c u tiv e  a s  a n  e m p lo y e e  a n d  th a t th is  P o lic y  d o e s  n o t p re v e n t E x e c u tiv e  fro m  te rm in a tin g  e m p lo y m e n t a t a n y  tim e . 1 0 . N o n -D u p lic a tio n  o f B e n e fits ; C IC  P o lic y . T h e  s e v e ra n c e  b e n e fit u n d e r th is  P o lic y  is  n o t in te n d e d  to  d u p lic a te  a n y  o th e r b e n e fits  p ro v id e d  b y  th e  C o m p a n y  in  c o n n e c tio n  w ith  th e  te rm in a tio n  o f a n  e m p lo y e e ’s  e m p lo y m e n t, s u c h  a s  w a g e  re p la c e m e n t b e n e fits , p a y -in -lie u -o f- n o tic e , s e v e ra n c e  p a y , o r s im ila r b e n e fits  u n d e r a n y  o th e r b e n e fit p la n s , s e v e ra n c e  p ro g ra m s , e m p lo y m e n t c o n tra c ts , o r a p p lic a b le  fe d e ra l o r s ta te  la w s , s u c h  a s  th e  WA R N  A c ts . S h o u ld  s u c h  o th e r b e n e fits  b e  p a y a b le , th e  s e v e ra n c e  b e n e fit u n d e r th is  P o lic y  w ill b e  re d u c e d  a c c o rd in g ly  o r, 5  | P a g e
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employment, then such payment or benefit shall be made or provided to xecutive on ly upon a 
Separa tion from Service as defined for purposes of Section 409A of the Code. ach severance 
payment under this Policy will be con idered a " eparate payment" and not one of a eries of 
payments for purpo e of ection 409A of the Code. To the extent that any benefit to be provided 
to Executive pursuant to thi Policy are con idered nonqualified deferred compensation and are 
reimbu ement subject to Trea ury Regulation Section l.409A-3(i)( 1 )(iv), then (i} the 
reimbursement of e ligible expenses related to such benefits shall be made on or before the last day 
of the Executive s taxable year following the Executive's taxable year in which the expense was 
incurred and (i i) notwithstanding anything to the contrary in this Policy or any plan providing for 
uch benefits, the amount of c pensc eligible for rclmbur cmcnt during any ta able year of the 

Executive hall not affect the e pen e eligible for reimbursement in any other ta able year. 
Nothing in this Policy wi ll provide a basi fo r any person to take action against the ompany or 
its affi liates based on matters covered by Section 409A of the Code and in no event will the 
Company or its affiliates be liable for any additional tax, interest or penalties that may be imposed 
on Exec lltive under Section 409A of the Code or any damage for failing to comply with 

eclion 409A of the Code. 

7.2 Six Month Delay for Specifi ed xecutives. To the extent that any amount 
paya ble or be.nefit to be provid d under this Policy constitute ' a nonexempt "nonq ualified defeITed 
compen ation plan" (as defined in ection 409A of the Code) upon a Separation from ervic-e, and 
to the extent an Executive i deemed to be a "specified employee' (as that term is defined in 

ection 409A of the Code and pur uant to procedure established by the Company) on the Date of 
Termination, notwithstanding any other provision in thi Policy to the contrary ueh payment or 
benefi t provision will not be made to the xecutive during the six month period immediately 
foll owing the Date of em1ination. Instead, on the first day of the seventh month following the 
Date ofTermination, all amounts that otherw i e wou ld have been paid or pro ided to the Executive 
during the ix month period, but were not paid or pro ided becau e ofthi Section 7.2, will be paid 
or provided to the Executive at such time without interest. This ix month delay wi ll cease to be 
appl icable if the Executive incur'.. a eparation from Service due to death 01· if the Executive dies 
before the six month period has expired. 

8. Withholding Taxes. All compen ation payable pursuant to thi Policy hall be 
subject to reduction by all applicable withholding, social secur ity and other federal, state and local 
taxes and deductions, and the Company shall be authorized to make all such withho ldings to the 
extent it determine ·· necessary under applicable law. 

9. Acknowledgment. xecuti ve acknowledges that this Pol icy does not con titute a 
contract of employment or impose on the ompany any obligation to retain xecutive as an 
employee and that th is Policy does not prevent Executive from terminating employment at any 
time. 

10. Non-Dupl ication of Benefits; · I Policy. The severance benefit under th is Policy 
is not intended to duplicate any other benefits provided by the Company in connection with the 
termination of an employee' ' employment, such as wage replacement benefits, pay-in-l ieu-of­
notice, severance pay, or similar benefit under any other benefit plans, severance program , 
employment contracts, or applicable federal or tate laws, uch a the WARN Ac . Should such 
other benefits be payable, the everance benefit under this Policy will be reduced accordingly or 

s I I' u g e 



 

a lte rn a tiv e ly , s e v e ra n c e  b e n e fits  p re v io u s ly  p a id  u n d e r th is  P o lic y  w ill b e  tre a te d  a s  h a v in g  b e e n  p a id  to  s a tis fy  s u c h  o th e r b e n e fit o b lig a tio n s . In  e ith e r c a s e , th e  C o m p a n y  w ill d e te rm in e  h o w  to  a p p ly  th is  p ro v is io n  a n d  m a y  o v e rrid e  o th e r p ro v is io n s  in  th is  P o lic y  in  d o in g  s o . In  a d d itio n , a n d  n o tw ith s ta n d in g  a n y th in g  e ls e  p ro v id e d  h e re in , to  th e  e x te n t E x e c u tiv e  is  e n title d  to  s e v e ra n c e  p a y m e n ts  a n d  b e n e fits  u p o n  te rm in a tio n  o f e m p lo y m e n t p u rs u a n t to  th e  C o m p a n y ’s  C h a n g e  in  C o n tro l P o lic y  o r a n y  o th e r c h a n g e  in  c o n tro l a rra n g e m e n ts , th is  P o lic y  w ill c e a s e  to  a p p ly  a n d  E x e c u tiv e ’s  e n title m e n t to  s e v e ra n c e  b e n e fits  s h a ll b e  g o v e rn e d  s o le ly  b y  th e  C h a n g e  in  C o n tro l P o lic y . 1 1 . A d m in is tra tio n . T h e  C o m p e n s a tio n  C o m m itte e  is  re s p o n s ib le  fo r th e  a d m in is tra tio n  o f th is  P o lic y  a n d  s h a ll h a v e  a ll p o w e rs  a n d  d u tie s  n e c e s s a ry  to  fu lfill its  re s p o n s ib ilitie s . T h e  C o m p e n s a tio n  C o m m itte e  s h a ll d e te rm in e  a n y  a n d  a ll q u e s tio n s  o f fa c t, re s o lv e  a ll q u e s tio n s  o f in te rp re ta tio n  o f th e  P o lic y  w h ic h  m a y  a ris e , a n d  e x e rc is e  a ll o th e r p o w e rs  a n d  d is c re tio n  n e c e s s a ry  to  b e  e x e rc is e d  u n d e r th e  te rm s  o f th e  P o lic y  w h ic h  it is  h e re in  g iv e n  o r fo r w h ic h  n o  c o n tra ry  p ro v is io n  is  m a d e . T h e  C o m p e n s a tio n  C o m m itte e  s h a ll h a v e  fu ll p o w e r a n d  d is c re tio n  to  in te rp re t th e  P o lic y  a n d  re la te d  d o c u m e n ts , to  re s o lv e  a m b ig u itie s , in c o n s is te n c ie s  a n d  o m is s io n s , to  d e te rm in e  a n y

q u e s tio n  o f fa c t, a n d  to  d e te rm in e  th e  rig h ts  a n d  b e n e fits , if a n y , o f a n y  E x e c u tiv e  o r o th e r e m p lo y e e , in  a c c o rd a n c e  w ith  th e  p ro v is io n s  o f th e  P o lic y . T h e  C o m p e n s a tio n  C o m m itte e ’s  d e c is io n  w ith  re s p e c t to  a n y  m a tte r s h a ll b e  fin a l a n d  b in d in g  o n  a ll p a rtie s  c o n c e rn e d . T h e  v a lid ity  o f a n y  s u c h  in te rp re ta tio n , c o n s tru c tio n , d e c is io n , o r fin d in g  o f fa c t s h a ll n o t b e  g iv e n  d e  n o v o  re v ie w  if c h a lle n g e d  in  c o u rt, b y  a rb itra tio n , o r in  a n y  o th e r fo ru m , a n d  s h a ll b e  u p h e ld  u n le s s  c le a rly  a rb itra ry  o r c a p ric io u s . T h e  C o m p e n s a tio n  C o m m itte e  m a y , fro m  tim e  to  tim e , b y  a c tio n  o f its  a p p ro p ria te  o ffic e rs , d e le g a te  to  d e s ig n a te d  p e rs o n s  o r e n titie s  th e  rig h t to  e x e rc is e  a n y  o f its  p o w e rs  o r th e  o b lig a tio n  to  c a rry  o u t its  d u tie s  u n d e r th e  P o lic y . 1 2 . A m e n d m e n t a n d  T e rm in a tio n . T h e  C o m p a n y  re s e rv e s  th e  rig h t to  a m e n d  o r te rm in a te  th is  P o lic y  a t a n y  tim e  a n d  in  a n y  m a n n e r, w ith o u t c o n s e n t o r a d v a n c e  n o tic e  to  E x e c u tiv e s  o r o th e r e m p lo y e e s . N o  a m e n d m e n t o r te rm in a tio n  o f th e  P o lic y  s h a ll a ffe c t th e  rig h ts  o f a n  E x e c u tiv e  w h o s e  D a te  o f T e rm in a tio n  h a s  o c c u rre d  p rio r to  th e  d a te  o f s u c h  a m e n d m e n t o r te rm in a tio n  o f th e  P o lic y  a n d  w h o  re m a in s  e n title d  to  s e v e ra n c e  p a y m e n ts  o r b e n e fits  u n d e r th is  P o lic y . 6  | P a g e
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alternatively, severance benefits previously paid under this Policy will be treated as having been 
paid to satisfy such other benefit obligation-·. In either case, the Company will determine how to 
apply this provision and mayo erride other provision in t.his Policy in doing so. In addition, and 
notwith tanding anything el e provided herein, to the extent E ·e-eutive i entitled to cverancc 
payments and benefit upon termination of employment pursuant to the Company s Change in 

ontrol Policy or any other change in control arrangements, thi Policy wil l cea e to apply and 
Executive's entitlement to severance benefits shall be governed solely by the Change in Control 
Policy. 

I I. Administration. The ompensation ommittee is re ponsible for the administration 
of this Policy and shall have all powers and duties necessmy to ful fil l its responsi bilities_ The 
Compensation 'ommittee shall determine any and all questions of fact, resolve all qL1estions of 
interpretation of the Policy which may arise, and exerci e all other powers and discretion nece ary 
to be e erci ed under the tcnns of the Policy which it i herein given or for , hich no contrary 
provision i made. The ompen ation Committee ban have full power and discretion to interpret 
the Policy and related document , to re olve ambiguities, inconsi te ncie and omissions, to 
determine any question of fact, and to detennine the rights and benefits, if any, of any Executive 
or other employee in accordance with the provisions of the Policy. The Compensation 
Committee's decision with respec t to any matter shall be final and binding on all parties concerned. 
The validity of any such interpretation. constnict.ion. decision, or finding of fact. hall not be given 
de nova review if challenged in court, by arbitration, or in any other forum, and shall be upheld 
unless clearly arbitrary or capriciou . The Compensation ommittee may from time to time by 
action of it appropriate officer , delegate to designated person or en ti tie the right to exercise any 
of its powers or the obl igation to carry out its duties under the Policy. 

12. Amendment and Tennination. The Company re erve the right to amend or 
terminate thi Policy at any time and in any manner, without consent or advance notice to 
Executives or other employees. No amendment or tennination of the Policy shall affect the rights 
of an xecutive whose Date of ennination ha occ1.trred prior to the date of such amendment or 
termination of the Policy and \ ho remain entit led to severance payments or benefit under thi 
Policy. 

6 I I' u g ,. 



 

E x h ib it A  R e s tric tiv e  C o v e n a n ts  C o n fid e n tia l In fo rm a tio n  a n d  T ra d e  S e c re ts  T h e  E x e c u tiv e  re c o g n iz e s  th a t th e  E x e c u tiv e ’s  p o s itio n  w ith  th e  C o m p a n y  re q u ire s  c o n s id e ra b le  re s p o n s ib ility  a n d  tru s t, a n d , in  re lia n c e  o n  th e  E x e c u tiv e ’s  lo y a lty , th e  C o m p a n y  m a y  e n tru s t th e  E x e c u tiv e  w ith  h ig h ly  s e n s itiv e  c o n fid e n tia l, re s tric te d  a n d  p ro p rie ta ry  in fo rm a tio n  in v o lv in g  T ra d e  S e c re ts  a n d  C o n fid e n tia l In fo rm a tio n . “T ra d e  S e c re t” s h a ll b e  d e fin e d  a s  a n y  s c ie n tific  o r te c h n ic a l in fo rm a tio n , d e s ig n , p ro c e s s , p ro c e d u re , fo rm u la  o r im p ro v e m e n t th a t is  v a lu a b le  a n d  n o t g e n e ra lly  k n o w n  to  c o m p e tito rs  o f th e  C o m p a n y . “C o n fid e n tia l In fo rm a tio n ” is  a n y  d a ta  o r in fo rm a tio n , o th e r th a n  T ra d e  S e c re ts , th a t is  im p o rta n t, c o m p e titiv e ly  s e n s itiv e , a n d  n o t g e n e ra lly  k n o w n  b y  th e  p u b lic , in c lu d in g , b u t n o t lim ite d  to , th e  C o m p a n y ’s  b u s in e s s  p la n s , b u s in e s s  p ro s p e c ts , tra in in g  m a n u a ls , p ro d u c t d e v e lo p m e n t p la n s , b id d in g  a n d  p ric in g  p ro c e d u re s , m a rk e t s tra te g ie s , in te rn a l p e rfo rm a n c e  s ta tis tic s , fin a n c ia l d a ta , c o n fid e n tia l p e rs o n n e l in fo rm a tio n  c o n c e rn in g  e m p lo y e e s  o f th e  C o m p a n y , s u p p lie r d a ta , o p e ra tio n a l o r a d m in is tra tiv e  p la n s , p o lic y  m a n u a ls , a n d  te rm s  a n d  c o n d itio n s  o f c o n tra c ts  a n d  a g re e m e n ts . T h e  te rm s  “T ra d e  S e c re ts ” a n d  “C o n fid e n tia l In fo rm a tio n ” s h a ll n o t a p p ly  to  in fo rm a tio n  w h ic h  is  (i) a lre a d y  in  th e  E x e c u tiv e ’s  p o s s e s s io n  (u n le s s  s u c h  in fo rm a tio n  w a s  u s e d  in

c o n n e c tio n  w ith  fo rm u la tin g  th e  C o m p a n y ’s  b u s in e s s  p la n s , o b ta in e d  b y  th e  E x e c u tiv e  fro m  th e  C o m p a n y  o r w a s  o b ta in e d  b y  th e  E x e c u tiv e  in  th e  c o u rs e  o f th e  E x e c u tiv e ’s  e m p lo y m e n t b y  th e  C o m p a n y ), o r (ii) re q u ire d  to  b e  d is c lo s e d  b y  a n y  a p p lic a b le  la w . E x c e p t a s  m a y  b e  re q u ire d  b y  la w  o r le g a l p ro c e s s  o r a n  o rd e r o f a  c o u rt o f c o m p e te n t ju ris d ic tio n , th e  E x e c u tiv e  w ill n o t u s e  o r d is c lo s e  a n y  T ra d e  S e c re ts  o r C o n fid e n tia l In fo rm a tio n  o f th e  C o m p a n y  a t a n y  tim e  a fte r te rm in a tio n  o f e m p lo y m e n t a n d  p rio r to  s u c h  tim e  a s  th e y  c e a s e  to  b e  T ra d e  S e c re ts  o r C o n fid e n tia l In fo rm a tio n  th ro u g h  n o  a c t o f th e  E x e c u tiv e  in  v io la tio n  o f th is  S e c tio n . U p o n  te rm in a tio n  o f e m p lo y m e n t, E x e c u tiv e  w ill s u rre n d e r to  th e  C o m p a n y  a ll m e m o ra n d a , n o te s , re c o rd s , p la n s , m a n u a ls  o r o th e r d o c u m e n ts  p e rta in in g  to  th e  C o m p a n y ’s  b u s in e s s  o r th e  E x e c u tiv e ’s  e m p lo y m e n t (in c lu d in g  a ll c o p ie s  th e re o f). T h e  E x e c u tiv e  w ill a ls o  le a v e  w ith  th e  C o m p a n y  a ll m a te ria ls  in v o lv in g  T ra d e  S e c re ts  o r C o n fid e n tia l In fo rm a tio n  o f th e  C o m p a n y . A ll s u c h  in fo rm a tio n  a n d  m a te ria ls , w h e th e r o r n o t m a d e  o r d e v e lo p e d  b y  th e  E x e c u tiv e , s h a ll b e  th e  s o le  a n d  e x c lu s iv e  p ro p e rty  o f th e  C o m p a n y , a n d  th e  E x e c u tiv e  h e re b y  a s s ig n s  to  th e  C o m p a n y  a ll o f th e  E x e c u tiv e ’s  rig h t, title  a n d  in te re s t in  a n d  to  a n y  a n d  a ll o f s u c h  in fo rm a tio n  a n d  m a te ria ls . A g re e m e n t N o t to  C o m p e te  a n d  A g re e m e n t N o t to

S o lic it T h e  E x e c u tiv e  h e re b y  c o v e n a n ts  a n d  a g re e s  th a t, fo r a  p e rio d  c o m m e n c in g  o n  th e  R e s tric tiv e  C o v e n a n ts  E ffe c tiv e  D a te  a n d  e n d in g  a t th e  c o n c lu s io n  o f th e  a p p lic a b le  S e v e ra n c e  P e rio d  (a s  d e fin e d  in  th e  H u m a n a  In c . E x e c u tiv e  S e v e ra n c e  P o lic y  (th e  “P o lic y ”)), th e  E x e c u tiv e , d ire c tly  o r in d ire c tly , p e rs o n a lly , o r a s  a n  e m p lo y e e , o ffic e r, d ire c to r, p a rtn e r, m e m b e r, o w n e r, s to c k h o ld e r, in v e s to r o r p rin c ip a l o f, o r c o n s u lta n t o r in d e p e n d e n t c o n tra c to r w ith , a n o th e r e n tity , s h a ll n o t p a rtic ip a te  in  a n y  b u s in e s s  w h ic h  c o m p e te s  w ith  th e  C o m p a n y  in c lu d in g , w ith o u t lim ita tio n , h e a lth  m a in te n a n c e  o rg a n iz a tio n s , in s u ra n c e  c o m p a n ie s  o r p re p a id  h e a lth  p la n  b u s in e s s e s  in  w h ic h  th e  7  | P a g e

Attachment 2.5.5.1-9 Humana Inc. 2018 Financial Statements Humana Healthy Horizons in Louisiana 

2.5.5 Financial Condition 
179 of 240

Exempt from Business Proposal 
and Total Page Limits

942(E)

F. hibit A 

Restrictive ovenant 

Confidential Information and Trade ecrets 

The Executive recognizes that the · xecutive' s position with the ompany requires oonsiderable 
responsibility and trust, and, in reliance on the Executive 's loyalty the Company may entrust the 
Executive with highly ensitive confid ntial, re t:rlcted and propri tary information involving 
Trade ccrcts and Confidcnlial Information. 

' 'Trade ecret' shall be defined as any scientific or technical in fonn ation, design, process, 
procedure, formula or improvement that is valuable and not generally known to competitors of the 
Company. ' Confidential Information' is any data or information, other than Trade ecret , that i 
important, competiti ely en itive, and not generally known by the public including, but not 
limited to the ompany's business plan , business pro pect training manuals, product 
development plans, bidding and pricing procedures market strategies, internal performance 
statistics, financial data, confidential personnel infmmation concerning employees of the 
Company, upplier data, operational or administrative plans, policy manuals, and terms and 
conditions of contracts and agreements. The terms "Trade ecret " and "Confidential Information" 
hall not apply to information which i (i) alre;11dy in the ·ccutive's po ses-sion {unJes such 

information was used in connection with formulating the Company ' bu ine plan obtained by 
the Executive from the ompany or was obtained by the Executive in the course of the Executive's 
employment by the ompany), or (ii) required to be disclosed by any applicable law. 

Except as may be required by law or legal process or an order of a court of competent juri diction. 
the Executive will not use or disclose any Trade Secrets or onfidential Information of the 
Company at any time after termination of employment and prior to such time as they cease to be 

rade Secrets or Confidential Information through no act of the Executive in violation of this 
Section. 

Upon te1mination of employment, · xecutive will surrender to the Company all memoranda, notes, 
records, plans, manuals or other documents pertaining to the Company's business or the 
Executive ' employment (including all copie thereof). The Exe.cutive wi ll al o leave with the 
Company all material involving Trade ccrcts or Confidential Infonnation of the Company. All 
uch infonnation and material whether or not made or developed by the • ecutive, shall be the 
ole and exclusive property of the ompany, and the Executive hereby a ign to the Company all 

of the Executive s 1ight, tit le and interest in and to any and all of such infonnation and materials. 

Agreement Not to Compete and Agreement Not to Solicit 

The Exe.cutive hereby covenants and agrees that, for a period commencing on the Resttictive 
Co enants Effective Date and ending at the conclu ion of the applicable Se erance Period (a 
defined in the Humana Inc. E ecuti e Se erancc Policy (the "Policy")), the E ·ecutivc, directly or 
indirectly, per onally, or as an employee, officer, director, partner member, owner, tock.bolder, 
investor or principal of, or consultant or independent contractor with another entity, hall not 
participate in any business which competes with the Company including, without limitation, health 
maintenance organizations, insurance companies or prepaid health plan businesses in which the 

711' uge 



 

C o m p a n y  h a s  b e e n  a c tiv e ly  e n g a g e d  d u rin g  a n y  p a rt o f th e  tw o  (2 ) y e a r p e rio d  im m e d ia te ly  p re c e d in g  th e  D a te  o f T e rm in a tio n  (a s  d e fin e d  in  th e  P o lic y ) (“C o m p a n y  B u s in e s s ”), in  a n y  G e o g ra p h ic  A re a  (a s  d e fin e d  b e lo w ) in  w h ic h  th e  C o m p a n y  a n d /o r a n y  o f its  A ffilia te s  is  th e n  d o in g  b u s in e s s . F o r p u rp o s e s  o f th is  P o lic y , “G e o g ra p h ic  A re a ” m e a n s  a n y  s ta te , c o m m o n w e a lth  o r te rrito ry  o f th e  U n ite d  S ta te s  o r a n y  e q u iv a le n t e n tity  in  a n y  fo re ig n  c o u n try . T h e  E x e c u tiv e  h e re b y  c o v e n a n ts  a n d  a g re e s  th a t, fo r a  p e rio d  c o m m e n c in g  o n  th e  R e s tric tiv e  C o v e n a n ts  E ffe c tiv e  D a te  a n d  e n d in g  a t th e  c o n c lu s io n  o f th e  a p p lic a b le  S e v e ra n c e  P e rio d , th e  E x e c u tiv e , d ire c tly  o r in d ire c tly , p e rs o n a lly , o r a s  a n  e m p lo y e e , o ffic e r, d ire c to r, p a rtn e r, m e m b e r, o w n e r, s to c k h o ld e r, in v e s to r o r p rin c ip a l o f, o r c o n s u lta n t o r in d e p e n d e n t c o n tra c to r w ith , a n o th e r e n tity , s h a ll n o t: (1 ) in te rfe re  w ith  th e  re la tio n s h ip  o f th e  C o m p a n y  a n d  a n y  o f its  e m p lo y e e s , a g e n ts , re p re s e n ta tiv e s , c o n s u lta n ts  o r a d v is o rs ; (2 ) d iv e rt, o r a tte m p t to  c a u s e  th e  d iv e rs io n  fro m  th e  C o m p a n y , a n y  C o m p a n y  B u s in e s s , n o r in te rfe re  w ith  re la tio n s h ip s  o f th e  C o m p a n y  w ith  its  p o lic y h o ld e rs , a g e n ts , b ro k e rs , d e a le rs , d is trib u to rs , m a rk e te rs , s o u rc e s  o f s u p p ly  o r c u s to m e rs ; o r (3 ) s o lic it, re c ru it o r o th e rw is e  in d u c e  o r in flu e n c e  a n y  e m p lo y e e  o f th e  C o m p a n y  to  a c c e p t e m p lo y m e n t in  a n y  b u s in e s s  w h ic h  c o m p e te s  w ith  th e

C o m p a n y  B u s in e s s , in  a n y  G e o g ra p h ic  A re a  in  w h ic h  th e  C o m p a n y  a n d /o r a n y  o f its  A ffilia te s  is  th e n  d o in g  b u s in e s s . 8  | P a g e
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Company has been actively engaged during any pmt of the two (2) year period immediately 
preceding the Date of Tem1ination (as defined in the Policy) (' Comoony Busine '), in any 
Geographic Area (a define<! below in which the Company and/or any of it Affiliate i then 
doing bu ine . For purpo e of this Policy, "Geographjc Area" means any tate, commonwealth 
or territory of the nited State or any equivalent entity in any foreign country. 

The Executive hereby c.ovenants and agrees that, for a period comme,ncing on the Restr ictive 
Co enants Effective Date and ending at the conclusion of the applicable Severance Period, the 
Executive, directly or indirectly, personally, or a an employee, officer, director, partner member, 
owner stockholder inve tor or principal of, o r consultant or independent contractor with another 
entity, shall not: (I) interfere with the relationship of the Company and any of its employees, 
agents, representatives, consultants or advisors; 2) divert, or attempt to cause the di version from 
the Company, any Company Bu ine , nor interfere with relationships of the Company with it 
policyholder , agent , brokers, dealers, di tributors marketers, ources of supply or customers; or 
(3) olicit, recruit or otherwi e induce or influence any employee of the Company to accept 
employment in any business which compete with the ompany Busi.ness, in any Geog! pbic Area 
in which the ompany and/or any of its Affi liates is then doi ng business . 
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E x h ib it 1 0 (ff) H U M A N A  IN C . R E S T R IC T E D  S T O C K  U N IT  A G R E E M E N T  A N D  A G R E E M E N T  N O T  T O  C O M P E T E  O R  S O L IC IT  U N D E R  T H E  2 0 1 1  S T O C K  IN C E N T IV E  P L A N  T H IS  R E S T R IC T E D  S T O C K  U N IT  A G R E E M E N T  ("A g re e m e n t") m a d e  a s  o f < a w a rd _ d a te >  (th e  “D a te  o f G ra n t”) b y  a n d  b e tw e e n  H U M A N A  IN C ., a  c o rp o ra tio n  d u ly  o rg a n iz e d  a n d  e x is tin g  u n d e r th e  la w s  o f th e  S ta te  o f D e la w a re  (h e re in a fte r re fe rre d  to  a s  th e  "C o m p a n y "), a n d  < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e > , a n  e m p lo y e e  o f th e  C o m p a n y  (h e re in a fte r re fe rre d  to  a s  "G ra n te e "). WIT N E S S E T H : WH E R E A S , th e  H u m a n a  In c . 2 0 1 1  S to c k  In c e n tiv e  P la n  (th e  "P la n ") w a s  a p p ro v e d  b y  th e  C o m p a n y 's  B o a rd  o f D ire c to rs  a n d  s to c k h o ld e rs ; a n d  WH E R E A S , th e  C o m p a n y  d e s ire s  to  a w a rd  to  G ra n te e  R e s tric te d  S to c k  U n its  in  a c c o rd a n c e  w ith  th e  P la n . N O W, T H E R E F O R E , in  c o n s id e ra tio n  o f th e  a w a rd  o f R e s tric te d  S to c k  U n its  to  G ra n te e , th e  p ro m is e s  a n d  m u tu a l c o v e n a n ts  h e re in a fte r s e t fo rth , a n d  o th e r g o o d  a n d  v a lu a b le  c o n s id e ra tio n , th e  C o m p a n y  a n d  G ra n te e  a g re e  a s  fo llo w s : I. R E S T R IC T E D  S T O C K  U N IT  G R A N T  A . G ra n t. S u b je c t to  th e  te rm s  a n d  c o n d itio n s  h e re in a fte r s e t fo rth , a n d  in  a c c o rd a n c e  w ith  th e  p ro v is io n s  o f th e  P la n , th e  C o m p a n y  h e re b y  g ra n ts  to  G ra n te e , a n d  G ra n te e  h e re b y  a c c e p ts  fro m  th e  C o m p a n y  < s h a re s _ a w a rd e d >  R e s tric te d  S to c k  U n its . E a c h  R e s tric te d

S to c k  U n it re p re s e n ts  th e  rig h t o f G ra n te e  to  re c e iv e  (i) o n e  (1 ) S h a re  o n  th e  d a te  o f d is trib u tio n  p ro v id e d  fo r in  S e c tio n  I.E . In  a d d itio n , G ra n te e  s h a ll a ls o  h a v e  th e  rig h t to  re c e iv e  a ll o f th e  c a s h  o r in -k in d  d iv id e n d s  th a t a re  p a id  w ith  re s p e c t to  th e  S h a re s  re p re s e n te d  b y  th e  R e s tric te d  S to c k  U n its  to  w h ic h  th is  a w a rd  re la te s  (“D E R s ”). D iv id e n d  e q u iv a le n ts  w ith  re s p e c t to  a n y  s u c h  S h a re  s h a ll b e  p a id  o n  th e  s a m e  d a te  th a t s u c h  S h a re  is  is s u e d  to  G ra n te e  p u rs u a n t to  S e c tio n  I.E . h e re o f. T h e  D E R s  s h a ll b e  s u b je c t to  th e  s a m e  te rm s  a n d  c o n d itio n s  a p p lic a b le  to  th e  R e s tric te d  S to c k  U n its , in c lu d in g , w ith o u t lim ita tio n , th e  re s tric tio n s  a n d  n o n -tra n s fe ra b ility , v e s tin g , fo rfe itu re  a n d  d is trib u tio n  p ro v is io n s  c o n ta in e d  in  S e c tio n s  I.B  th ro u g h  I.E ., in c lu s iv e , o f th is  A g re e m e n t. In  th e  e v e n t th a t th e  R e s tric te d  S to c k  U n its  a re  fo rfe ite d  p u rs u a n t to  S e c tio n  I.D . h e re o f, th e  re la te d  D E R  s h a ll a ls o  b e  fo rfe ite d . B . R e s tric tio n s  a n d  N o n -T ra n s fe ra b ility . T h e  R e s tric te d  S to c k  U n its  a n d  D E R s  m a y  n o t b e  s o ld , tra n s fe rre d , p le d g e d , a s s ig n e d  o r o th e rw is e  a lie n a te d  o r h y p o th e c a te d . In  a d d itio n , s u c h  R e s tric te d  S to c k  U n its  a n d  D E R s  s h a ll b e  s u b je c t to  fo rfe itu re  in  a c c o rd a n c e  w ith  th e  p ro v is io n s  o f S e c tio n  I.D . C . V e s tin g  o f R e s tric te d  S to c k  U n its . T h e  R e s tric te d  S to c k  U n its  s h a ll v e s t in  th re e  e q u a l in s ta llm e n ts , w ith  th e  firs t in s ta llm e n t v e s tin g  o n  [D e c e m b e r 1 5 ] o f th e  y e a r in  w h ic h  th e  D a te  o f G ra n t o c c u rs , a n d  th e  n e x t tw o

in s ta llm e n ts  v e s tin g  o n  [D e c e m b e r 1 5 ] o f e a c h  o f th e  n e x t tw o  y e a rs  (e a c h  s u c h  d a te , a  “V e s tin g  D a te ” a n d  th e  p e rio d  b e tw e e n  e a c h  V e s tin g  D a te  o r b e tw e e n  th e  D a te  o f G ra n t a n d  a  - 1  - R S U  –  N C N S  - R E
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HUMANA INC. 
RESTRICTED STOCK UNIT AGREEMENT 

AND AGREEMENT NOT TO COMPETE OR SOLICIT 
UNDER THE 2011 STOCK INCENTIVE PLAN 

Exhibit 10{ffj 

THIS RESTRICTED STOCK UNIT AGREEMENT ("Agreement") made as of <award_date> (the 

"Date of Gran ) tJy and between HUMANA INC., a corporation dul,y organized and existing under the l.aws 

of the State or Delaware (hereinafter referred to as the "Company"), and <first_name> <middle_name> 

<last_name>, an employee of the Company (hereinafter referred to as "Grantee") . 

WITNESSETH: 

WHEREAS, the Humana Inc. 201 1 Stock Incentive Plan (the "Plan") was approved by lhe 

Company's Board of Directors and stockholders; arid 

WHEREAS, the Company desires to award to Grantee Restricted Stock Units in accordance with 

the Plan. 

NOW, THEREFORE, in consideration, of the award of Restricted Stock Units lo Grantee, the 

promises and mutual covenants hereinafter set forth, and other good and valuable consideration, the 

Company and Grantee agree as follows: 

I. RESTRICTED STOCK UNIT GRANT 

A. Girant. Subject to the terms and conditions here inafter set forth, and in accordanoe with 

the provisions of the Plan, the Company hereby grants to Grantee, and Grantee hereby accepts from the 

Company <shares_awarded> Restrfcted Stock Units. Each Restricted Stock Unit represenlS the right of 

Grantee to reoeive (i) one (1) Share on the date of distribution provided for in Section I.E. In addition, 

Grantee shall also have the righ t to reoeive all of the cash or in-kind dividends that are paid with ,respect to 

the Shares represented by the Restricted Stook Units to whidh this award relates ("DERs"). Dividend 

equivalents with respect to any such Share shall be paid on the same date that such Share is issued to 

Grantee pursuant to Section I.E .. he.reof. The DERs shall be subject to the same terms and conditions 

applicable to the Restricted Stock U'nits, including, without limitation, the res1ticlions and non-transferabi lity, 

vesting, forfeiture and distribution provisions contained in Sections I.B through I.E. , inclusive,. of this 

Agreement. In the event that the Restricted Stock Units are lmfeited pursuant to Sec-lion I.D. hereof, the 

related DER shall also be forfeited. 

B. Rest11ictiions and Non-Transferability. The Restricted Stock Units and DERs may not be 

sold, transferred, pledged, assigned or otherwise alienated or hypothecated. In addition, such Restricted 

Stock Units and DERs shall be subject to forfeiture in aocordance with the provisions of Section I.D. 

C. Vesting of Restricted Stock Units. The Restricted Stock Units shall vest in three equal 

installments,. with the first insta llment vesting on [December 15] of the year in which the Date of Grant 

occ.urs, and the next two installments vesting on [Dec-ember 15) of each of the next two years (each such 

date, a ''Vest.Ing Date· and the period between each Vesting Date or between the Date of Grant and a 
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V e s tin g  D a te , a s  a p p lic a b le , a  “V e s tin g  P e rio d ”) s u b je c t to  G ra n te e ’s  c o n tin u e d  e m p lo y m e n t w ith  th e  C o m p a n y  th ro u g h  e a c h  s u c h  V e s tin g  D a te ; p ro v id e d , th a t, n o tw ith s ta n d in g  th e  fo re g o in g , u p o n  c e rta in  te rm in a tio n s  (a s  s e t fo rth  b e lo w ), a ll o r a  p o rtio n  o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  w ill v e s t a s  fo llo w s : 1 . U p o n  a  te rm in a tio n  o f G ra n te e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  d u e  to  G ra n te e ’s  d e a th  o r D is a b ility , a ll o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  w ill im m e d ia te ly  v e s t; 2 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , a ll o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  w ill im m e d ia te ly  v e s t; 3 . U p o n  th e  te rm in a tio n  o f G ra n te e ’s  e m p lo y m e n t d u e  to  R e tire m e n t, a  p ro ra te d  p o rtio n  o f th e  R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) th a t w o u ld  h a v e  v e s te d  o n  th e  n e x t s c h e d u le d  V e s tin g  D a te  s h a ll v e s t o n  th e  n e x t s c h e d u le d  V e s tin g  D a te , w ith  th e  p ro ra tio n  to  b e  d e te rm in e d  b y  c a lc u la tin g  th e  p ro d u c t o f (i) th e  q u o tie n t o f (x ) th e  n u m b e r o f c o m p le te d  m o n th s  G ra n te e  h a s  b e e n  e m p lo y e d  s in c e  th e  D a te  o f G ra n t o r th e  m o s t re c e n t V e s tin g  D a te , a s  a p p lic a b le , d iv id e d  b y  (y ) th e  n u m b e r o f m o n th s  in  th e  c u rre n t re s tric te d  V e s tin g  P e rio d , m u ltip lie d  b y  (ii) th e  to ta l n u m b e r o f R e s tric te d  S to c k  U n its  th a t w e re  s c h e d u le d  to  v e s t o n  th e  n e x t s c h e d u le d  V e s tin g  D a te . F o r p u rp o s e s  o f th e  fo re g o in g  c a lc u la tio n , a  m o n th  is  c o m p le te  o n  th e  d a y  in  th e  fo llo w in g  m o n th  th a t

c o rre s p o n d s  to  th e  D a te  o f G ra n t; 4 . [In  th e  e v e n t th a t G ra n te e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a  D iv e s titu re  o f th e  b u s in e s s  to  w h ic h  G ra n te e  p ro v id e s  s e rv ic e s  a n d  (i) th e  C o m p a n y  m a in ta in s  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n , a ll o u ts ta n d in g  R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) s h a ll c o n tin u e  to  v e s t o n  th e  re g u la r V e s tin g  D a te s  in  th e  s a m e  m a n n e r a s  if G ra n te e  c o n tin u e d  to  b e  e m p lo y e d  b y  th e  C o m p a n y  th ro u g h  th e  a p p lic a b le  V e s tin g  D a te s ; p ro v id e d  th a t th e  G ra n te e  m u s t re m a in  e m p lo y e d  b y  th e  d iv e s te d  b u s in e s s  o n  e a c h  o f th e  a p p lic a b le  V e s tin g  D a te s . F o r th e  a v o id a n c e  o f d o u b t, if th e  G ra n te e ’s  e m p lo y m e n t w ith  th e  a fo re m e n tio n e d  d iv e s te d  b u s in e s s  te rm in a te s  b e fo re  a  V e s tin g  D a te , th e  G ra n te e ’s  u n v e s te d  R e s tric te d  S to c k  U n its  w ill n o  lo n g e r v e s t p u rs u a n t to  th is  S e c tio n  I.C .4  a n d  w ill b e  fo rfe ite d  u p o n  s u c h  te rm in a tio n ; o r (ii) th e  C o m p a n y  d o e s  n o t m a in ta in  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n , th e  p o rtio n  o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) th a t w o u ld  o rd in a rily  v e s t w ith in  tw e lv e  (1 2 ) m o n th s  o f th e  te rm in a tio n  o f e m p lo y m e n t d u e  to  a  D iv e s titu re  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  v e s te d  o n  re g u la r V e s tin g  D a te (s ) a s  if G ra n te e  h a d  re m a in e d  e m p lo y e d  b y  th e  C o m p a n y

th ro u g h  s u c h  d a te s ]1 ; 5 . [In  th e  e v e n t th a t G ra n te e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a  Wo rk fo rc e  R e d u c tio n  o r a  P o s itio n  E lim in a tio n , th e  p o rtio n  o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) th a t w o u ld  o rd in a rily  v e s t w ith in  tw e lv e  (1 2 ) m o n th s  o f th e  te rm in a tio n  o f e m p lo y m e n t d u e  to  a  Wo rk fo rc e  R e d u c tio n  o r a  P o s itio n  E lim in a tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  v e s te d  o n  re g u la r V e s tin g  D a te (s ) a s  if G ra n te e  h a d  re m a in e d  e m p lo y e d  b y  th e  C o m p a n y  th ro u g h  s u c h  V e s tin g  D a te s ; a n d ]2  1  N T D : A p p lic a b le  fo r a n n u a l a w a rd s . R e m o v e  fo r n e w  h ire s . 2  N T D : A p p lic a b le  fo r a n n u a l a w a rd s . R e m o v e  fo r n e w  h ire s . - 2  -
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Vesting Date, as applicable, a "Vesting Period") subj.ect to Grantee's continued employment with the 

Company through each such Vesting Date; provided, that, notwithstanding the foregoing, upon certain 

tem1inations (as set forth below), all or a portion of lhe unvested Restricted Stock Units and DERs wm vest 

as follows: 

1. Upon a termination of Grantee's employment with the Company due lo Grantee's death or 

Disabilirly, all of the unvested Restricted Stock Units and DERs wil l immediately vest: 

2. In the event of a Change in Control Termination, all of the unvested Restricted Stock Units 

and DERs wMI immediately vest 

3. Upon the termination of Grantee's employment due to Retirement, a prorated portion of 

the Restricted Stock Units (and ,related DERs) that would have vested on the next schedu,led Vesting Date 

sh,all vest on the next scheduled Vesting Date, with the proration to be determined by calcu lating the product 

of (i) the quotient of (x} the number of completed months Grantee has been employed since the Date of 

Grant or the most recent Vesting Date, as applicable, divided by (y) the number of months in the current 

restricted Vesting Period, multiplied by (ii) the tota'I number of Restricted Stock Units that were scheduled 

lo vest on the next schedu led Vesting Date. For purposes of the foregoing calculation , a month is complete 

on tile day in the following month that corresponds to the Date of Grant: 

4. [In the event that Gra ntee's employment with the Company tenninates due to a Divestitu re 

of the business to which Grantee provides services and (i) the Company maintains a strateg ic interest in 

the divested business, as determined by th.e Committee in its sole discretion, all outstand ing Restricted 

Stock Units (and rel,ated DE Rs) shall conU.nue to vest on the ,regular Vesting Dates in the same manner as 

if Grantee continued to be employed by the Company through the applicable Vesting Dates; provided that 

lhe Grantee must remain employed by the divested ousiness on each of the applicable Vesting Dates. For 

the avoidance of doubt, iflt1e Grantee's employment with the aforementioned dirvesled business terminates 

before a Vesting Date, the Grantee's unvested Restricted Stock Units will no longer vest pursuant to lihis 

Section I.C.4 and will be forfeited upon such te rm ination; or (ii) the Company does not maintain a strategic 

interest in the divested ousiness, as detem1ined by the Committee in its sol'e discretion, the portion of the 

unvest.ed Restricted Stock Units {and re lated DERs) that woul'd ordinarily vest wi thin twelve (12) months of 

the terminatioo of employment due to a Divestiture shall continue to vest and become vested on regu lar 

Vesting Date(s) as ii Grantee had remained employed oy the Company through such dates)\ 

5. (In the event that Grantee's employment with the Company terminates due to a Workforce 

Reduction or a Position Elimination, the portion of the unvested Restricted Stock Units (and related DERs) 

that would ordinarily vest within twelve (12) months of the termination of employment due to a Workforce 

Reduction or a Posilion Elimination shall continue to vest and become vested on reg ular Vesting Date(s) 

as ff Grantee had remained employed by the Company through such Vesting Dates; andf 

1 NTD: Appl.icable [or annual awards. Remove for new hires. 
1 NTD: Applicable for annual award . Remove for new hires. 

- 2 -



 

6 . In  th e  e v e n t th a t G ra n te e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a  tra n s fe r to  a  S tra te g ic  J o in t V e n tu re , [d u e  to  a  D iv e s titu re  o f th e  b u s in e s s  to  w h ic h  G ra n te e  p ro v id e s  s e rv ic e s , o r d u e  to  a  Wo rk fo rc e  R e d u c tio n  o r a  P o s itio n  E lim in a tio n ,]3  a ll o u ts ta n d in g  R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) s h a ll c o n tin u e  to  v e s t o n  th e  re g u la r V e s tin g  D a te (s ) in  th e  s a m e  m a n n e r a s  if G ra n te e  c o n tin u e d  to  b e  e m p lo y e d  b y  th e  C o m p a n y  th ro u g h  th e  a p p lic a b le  V e s tin g  D a te (s )[; p ro v id e d  th a t, in  th e  c a s e  o f a  te rm in a tio n  d u e  to  a  D iv e s titu re  o f th e  b u s in e s s , if th e  C o m p a n y  m a in ta in s  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n , th e  G ra n te e  m u s t re m a in  e m p lo y e d  b y  th e  d iv e s te d  b u s in e s s  o n  e a c h  o f th e  a p p lic a b le  V e s tin g  D a te s . F o r th e  a v o id a n c e  o f d o u b t, if th e  G ra n te e ’s  e m p lo y m e n t w ith  th e  a fo re m e n tio n e d  d iv e s te d  b u s in e s s  te rm in a te s  p rio r to  a  V e s tin g  D a te , th e  G ra n te e ’s  u n v e s te d  R e s tric te d  S to c k  U n its  w ill n o  lo n g e r v e s t p u rs u a n t to  th is  S e c tio n  I.C .6  a n d  w ill b e  fo rfe ite d  u p o n  s u c h  te rm in a tio n .]4  D . F o rfe itu re . E x c e p t a s  s e t fo rth  in  S e c tio n  I.C , u p o n  th e  te rm in a tio n  o f G ra n te e 's  e m p lo y m e n t w ith  th e  C o m p a n y  p rio r to  th e  tim e  th e  R e s tric te d  S to c k  U n its  a n d  D E R s  h a v e  v e s te d , th e  R e s tric te d  S to c k  U n its  a n d  D E R s  s h a ll b e  fo rfe ite d  im m e d ia te ly  b y  G ra n te e . E . D is trib u tio n s . T h e  C o m p a n y  s h a ll is s u e  to  G ra n te e  (o r, if

a p p lic a b le , G ra n te e ’s  e s ta te  o r p e rs o n a l re p re s e n ta tiv e ) S h a re s  (o r s u c h  o th e r s e c u ritie s  o r o th e r p ro p e rty  in to  w h ic h  th e  S h a re s  h a v e  b e e n  c o n v e rte d , w ith  a n y  p a rtia l S h a re s  o r o th e r s e c u ritie s  to  b e  s e ttle d  in  c a s h ) w ith  re s p e c t to  G ra n te e ’s  R e s tric te d  S to c k  U n its  a n d  d iv id e n d  e q u iv a le n ts  a c c ru e d  p u rs u a n t to  th e  D E R s  w ith  re s p e c t to  s u c h  R e s tric te d  S to c k  U n its , w ith in  3 0  d a y s  o f th e  d a te  th a t th e  R e s tric te d  S to c k  U n its  v e s t in  a c c o rd a n c e  w ith  S e c tio n  I.C  h e re o f; p ro v id e d , h o w e v e r, th a t, to  th e  e x te n t th a t th e  R e s tric te d  S to c k  U n its  a re  c o n s id e re d  d e fe rre d  c o m p e n s a tio n  s u b je c t to  S e c tio n  4 0 9 A  o f th e  C o d e  a n d  th e  R e s tric te d  S to c k  U n its  v e s t in  c o n n e c tio n  w ith  G ra n te e ’s  C h a n g e  in  C o n tro l T e rm in a tio n , th e n  u n le s s  th e  C h a n g e  in  C o n tro l is  a  S e c tio n  4 0 9 A  C h a n g e  in  C o n tro l, th e  d is trib u tio n  o f S h a re s  (o r s u c h  o th e r s e c u ritie s  o r o th e r p ro p e rty  in to  w h ic h  th e  S h a re s  h a v e  b e e n  c o n v e rte d ) s h a ll n o t b e  a c c e le ra te d  to  th e  v e s tin g  d a te  b u t s u c h  d is trib u tio n  s h a ll in s te a d  o c c u r b a s e d  o n  th e  V e s tin g  D a te s  s e t fo rth  in  S e c tio n  I.C . h e re o f. A  “S e c tio n  4 0 9 A  C h a n g e  in  C o n tro l” s h a ll m e a n  a  C h a n g e  in  C o n tro l th a t a ls o  c o n s titu te s  a  “c h a n g e  in  o w n e rs h ip  o r e ffe c tiv e  c o n tro l” o f th e  C o m p a n y  o r a  “c h a n g e  in  o w n e rs h ip  o f a  s u b s ta n tia l p o rtio n  o f th e  a s s e ts  o f” th e  C o m p a n y , in  e a c h  c a s e  w ith in  th e  m e a n in g  o f S e c tio n  4 0 9 A  o f th e  C o d e . N o tw ith s ta n d in g  a n y th in g  to  th e

c o n tra ry  c o n ta in e d  h e re in , n o  S h a re s  m a y  b e  tra n s fe rre d  to  a n y  p e rs o n  o th e r th a n  G ra n te e  u n le s s  s u c h  o th e r p e rs o n  d e m o n s tra te s  to  th e  re a s o n a b le  s a tis fa c tio n  o f th e  C o m p a n y  s u c h  p e rs o n ’s  rig h t to  th e  tra n s fe r. F . T a x e s . F e d e ra l, s ta te  a n d  lo c a l in c o m e  a n d  e m p lo y m e n t ta x e s  a n d  o th e r a m o u n ts  a s  m a y  b e  re q u ire d  b y  la w  to  b e  c o lle c te d  b y  th e  C o m p a n y  (“With h o ld in g  T a x e s ”) in  c o n n e c tio n  w ith  th e  d is trib u tio n  o f S h a re s , c a s h  o r o th e r p ro p e rty  o r, to  th e  e x te n t a p p lic a b le , v e s tin g  o f th e  R e s tric te d  S to c k  U n its  o r D E R s  h e re u n d e r, s h a ll b e  p a id  b y  G ra n te e  a t s u c h  tim e . N o tw ith s ta n d in g  th e  fo re g o in g , th e  3  N T D : A p p lic a b le  fo r n e w  h ire s . R e m o v e  fo r a n n u a l a w a rd s . 4  N T D : A p p lic a b le  fo r n e w  h ire s . R e m o v e  fo r a n n u a l a w a rd s . - 3  -
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6. In the event that Grantee's employment with the Company terminates due to a transfer to 

a Strategic Joint Ven~ure, [due to a Divestiture of the business to which Grantee provides services, or due 

to a Workforce Reduction or a Position Elimination,]3 all outstanding !Restricted Stock Units (ancl related 

DERs) shall continue to vest on the regular Vesting Date(s) in the same manner as if Grantee continued to 

be employed by the Company th rough the applicable Vesting Date(s)j; provided that. in the case of a 

terminatton clue to a Divestitu~e of the business, if Ille Company maintains a strategic interest in the cliveslecl 

business, as determined by lhe Committee in its sole dlsorellon,, the Gran tee must remain employed by the 

divested business on each of the applicable Vesting Dates. For the avoidance of doubt. if the Grantee's 

employment with the aforementioned divested business terminates prior to a Vesting Date, the Grantee's 

unvesled Restricted Stock Units wi ll no tonger vest pursuant to !his Section I.C.6 and wm be forfeited upon 

such termination.]4 

D. forfeiture. Except as set forth in Section I.C, upon the termination of Grantee's 

employment wilh the Company prior to the time the Reslrictecl Stock Units ancl DERs have vesled , the 

Restricted Stock Units and DERs shall be fortelted immediate'ly by Grantee. 

E. Distributions. The Company shall issue to Grantee (or, if applicable, Grantee's estate or 

personal representative) Shares (or such other securiti es or other property into wtiich the Shares have been 

converted, with any partial Shares or other securities to be settled In cash) with, respect to Grant~·s 

Restricted Stock Units and dividend equiva lents accrued pursuant to the DERs with respect to such 

Restricted Stock Units, within 30 days of the elate that the Restricted Stock Units vest in accordance with 

Section LC hereof; provided, however, that, to the extent that the Restricted Stock Units are considered 

deferred compensation subjeot to Section 409A of the Code and the Recstricted Stock Units vest in 

connection with Grantee's Change in Control, Termination, then unless the Change in Control is a Section 

409A Change in Control, the dislribulion of Shares (or such other secu~ities or other property into wh ich 

the Shares have been converted) sha ll not be accelerated to the vesting date but such distribution shall 

instead occur based on the Vesting Dates set forth in Section I.C. hereof. A "Section 409A Chang:e in 

Control" shal,I mean a Change in Control that a'lso constitutes a "change in ownership or effective conltol," 

of the Company or a "change in ownersh ip of a substantial portion of the assets or' !he Company, in each 

case within the meain ing1 of Section 409A of the Code. Notwithstand ing anything to the contrary contained 

herein, no Shares may be transferred to any person other than Grantee un less such other person 

demonstrates to the reasonable satisfaction of the Company such person's right to the transfer 

F. Taxe!il. Federal, state and local income and employment taxes and other amounts as may 

be requ,irecl by law to be collected by the Company ("Withholding l axes") in connection with the 

distribution of Shares, cash or other property or, to the extent applicable, vesting ol Ille Restricted Stoe:k 

Units or DERs hereunder, shall be paid by Grantee at such time. Notwithstanding the foregoing, the 

3 NTD: Applicable fo r new hires . Remove for annual award . 
4 NTD: pplicable for new hire . Remove for an.nua l award . 



 

C o m p a n y  s h a ll w ith h o ld  d e liv e ry  o f a  n u m b e r o f S h a re s  w ith  a  F a ir M a rk e t V a lu e  a s  o f th e  d is trib u tio n  d a te  e q u a l to  th e  With h o ld in g  T a x e s  re q u ire d  to  b e  w ith h e ld  in  c o n n e c tio n  w ith  s u c h  d is trib u tio n . II. A G R E E M E N T  N O T  T O  C O M P E T E  A N D  A G R E E M E N T  N O T  T O  S O L IC IT . G ra n te e  a g re e s  a n d  u n d e rs ta n d s  th a t th e  C o m p a n y ’s  b u s in e s s  is  a  p ro fit-g e n e ra tin g  b u s in e s s  o p e ra tin g  in  a  h ig h ly  c o m p e titiv e  b u s in e s s  e n v iro n m e n t a n d  th a t th e  C o m p a n y  h a s  a  le g itim a te  b u s in e s s  in te re s t in , a m o n g  o th e r th in g s , its  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts  (in c lu d in g  a s  p ro te c te d  in  o th e r a g re e m e n ts  a n d  p o lic ie s  b e tw e e n  th e  C o m p a n y  a n d  G ra n te e ) th a t it is  p ro v id in g  G ra n te e , a n d  in  th e  s ig n ific a n t tim e , m o n e y , tra in in g , te a m  b u ild in g  a n d  o th e r e ffo rts  it e x p e n d s  to  d e v e lo p  G ra n te e ’s  s k ills  to  a s s is t in  p e rfo rm in g  G ra n te e ’s  d u tie s  fo r th e  C o m p a n y , in c lu d in g  w ith  re s p e c t to  e s ta b lis h in g , d e v e lo p in g  a n d  m a in ta in in g  th e  g o o d w ill a n d  b u s in e s s  re la tio n s h ip s  w ith  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ) a n d  e m p lo y e e s , e a c h  o f w h ic h  G ra n te e  a g re e s  a re  v a lu a b le  a s s e ts  o f th e  C o m p a n y  to  w h ic h  it h a s  d e v o te d  s u b s ta n tia l re s o u rc e s . G ra n te e  a c k n o w le d g e s  th a t th e  g ra n t G ra n te e  is  re c e iv in g  u n d e r th e  P la n  is  a  m e a n in g fu l w a y  th a t th e  C o m p a n y  e n tru s ts  G ra n te e  w ith  its  g o o d w ill a n d  a lig n s  G ra n te e  w ith  th e  C o m p a n y  o b je c tiv e  o f in c re a s in g  th e  v a lu e  o f th e

C o m p a n y ’s  b u s in e s s . A c c o rd in g ly , G ra n te e  a c k n o w le d g e s  th e  im p o rta n c e  o f p ro te c tin g  th e  v a lu e  o f th e  C o m p a n y ’s  b u s in e s s  th ro u g h , a m o n g  o th e r th in g s , c o v e n a n ts  to  re s tric t G ra n te e  fro m  e n g a g in g  in  a c tiv itie s  th a t w o u ld  a d v e rs e ly  a ffe c t th e  v a lu e  o f th e  C o m p a n y  a n d  its  g o o d w ill. A . A g re e m e n t N o t to  C o m p e te . G ra n te e  a g re e s  th a t d u rin g  th e  R e s tric te d  P e rio d  (d e fin e d  b e lo w ) a n d  w ith in  th e  R e s tric te d  G e o g ra p h ic  A re a  (d e fin e d  b e lo w ), G ra n te e  w ill n o t, d ire c tly  o r in d ire c tly , p e rfo rm  th e  s a m e  o r s im ila r re s p o n s ib ilitie s  G ra n te e  p e rfo rm e d  fo r th e  C o m p a n y  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e  (d e fin e d  b e lo w ). N o tw ith s ta n d in g  th e  fo re g o in g , G ra n te e  m a y  a c c e p t e m p lo y m e n t w ith  a  C o m p e tito r (d e fin e d  b e lo w ) w h o s e  b u s in e s s  is  d iv e rs ifie d , p ro v id e d  th a t: (1 ) G ra n te e  w ill n o t b e  e n g a g e d  in  w o rk in g  o n  o r p ro v id in g  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  th e  C o m p a n y ’s  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts ; a n d  (2 ) th e  C o m p a n y  re c e iv e s  w ritte n  a s s u ra n c e s  fro m  th e  C o m p e tito r a n d  G ra n te e  th a t a re  s a tis fa c to ry  to  th e  C o m p a n y  th a t G ra n te e  w ill n o t w o rk  o n  o r p ro v id e  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts . In  a d d itio n , n o th in g  in  th is  A g re e m e n t is  in te n d e d  to  p re v e n t G ra n te e  fro m  in v e s tin g  G ra n te e ’s  fu n d s  in  s e c u ritie s  o f a  p e rs o n  e n g a g e d  in  a  b u s in e s s  th a t is  d ire c tly

c o m p e titiv e  w ith  th e  C o m p a n y  if th e  s e c u ritie s  o f s u c h  a  p e rs o n  a re  lis te d  fo r tra d in g  o n  a  re g is te re d  s e c u ritie s  e x c h a n g e  o r a c tiv e ly  tra d e d  in  a n  o v e r-th e -c o u n te r m a rk e t a n d  G ra n te e ’s  h o ld in g s  re p re s e n t le s s  th a n  o n e  p e rc e n t (1 %) o f th e  to ta l n u m b e r o f o u ts ta n d in g  s h a re s  o r p rin c ip a l a m o u n t o f th e  s e c u ritie s  o f s u c h  a  p e rs o n . B . A g re e m e n t N o t to  S o lic it P ro te c te d  R e la tio n s h ip s . D u rin g  th e  R e s tric te d  P e rio d  a n d  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e , G ra n te e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) s o lic it o r a tte m p t to  s o lic it a n y  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ); o r (2 ) in d u c e  o r e n c o u ra g e  a n y  P ro te c te d  R e la tio n s h ip s  to  te rm in a te  a  re la tio n s h ip  w ith  th e  C o m p a n y  o r to  o th e rw is e  c e a s e  to  a c c e p t s e rv ic e s  o r p ro d u c ts  fro m  th e  C o m p a n y . - 4  -
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Company shall withhold delivery of a number of Shares with a Fai r Market Value as of the distribution date 

equal' to the Withholding Taxes required to be withheld in connection with such distribution. 

II . AGREEMENT NOT TO COMPETE AND AGREEMENT NOT TO SOLICIT. Grantee agrees and 

understands that the Company's business is a profit-generating business operating in a highly competitive 

business environment and that the Company has a legitimate business interest in, among other things, its 

oonfldentlal Information and trade seorets (including as prot.ected in other agreements and policies between 

the Company and Grantee) that it is provid ing Grantee, and in the significant time, money, training, team 

bu ilding and other efforts it expends to develop Grantee's skil1ls to assist in perfo rming Grantee's duties for 

the Company, including wilh respect to esla.blishing, developing and mainla.ining the goodwill and business 

relationships with Protected Relationships (defined below) and employees, each of which Grantee agrees 

are valuable assets of the Company to whioh it has devoted substantial; resources .. Grantee acknowledges 

that the grant Grantee is receiving under the Plan is a meaningful way that the Compan,y entrusts Grantee 

with Its goodwill and aligns Grantee wit, the Company objective of increas ing the value of the Company's 

business_ Accordingly, Grantee acknowledges the importance of protecting the value of the Company's 

business through, among other things, covenants to restrict Grantee from engaging in activities that woutd 

adversely affect the va lue of the Company and its goodwill. 

A. Agreement Not to Compete. Grantee agrees that during the Restricted Period (defined 

below) and within the Restricted Geographic Area (defined below), Grantee will not, direcUy or indirectly, 

pertorm the same or similar responsibi lities Grantee performed for the Company in oonnection with a 

Competitive Product or Service (defined below). Notwithstanding the foregoing, Grantee may accept 

employment with a Competitor (defined below) whose business is diversified, provided that: (1) Grantee 

wil l not be engaged in wol'i<ing on, or providing Competitive Products or Services, or otherwise use or 

disclose the Company's oonfidentia l information or trade secrets; and (.2) the Company receives written 

assurances from the Competitor and Grantee that are satisfactory to the Company that Grantee will not 

work on or provide Competitive Products or Services, or otherwise use or disclose confidential information 

or trade secrets_ In addi;IJon, nothing ,in th is Agreement is intended to preven t Grantee from investing 

Grantee's funds in seourities of a person engaged in a business that is directly competitive with the 

Company if the securities of such a person are listed for trading on a registered securities exchange or 

actively traded in an over-the-counter market and Grantee's holdings represent less than one peroent (1%) 

of the total number of outstanding shares or principal amount of the securities of such a person. 

B. Agreement Not to Solici t Protected Relationships. During the Restricted Period and in 

connecl1on with a Competitive Product or Service, Grantee shall not, individu.ally or joinUy with others , 

directly or indirectly; (1) solicit or attemptto solicit any Protected Relationships (defined below); or (2) induce 

or encourage any Protected Relationships to terminate a rnlationship with the Company or lo otherwise 

cease to accept services or products from the Company. 

- 4 -



 

C . A g re e m e n t N o t to  S o lic it E m p lo y e e s . D u rin g  th e  R e s tric te d  P e rio d , G ra n te e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) o r b y  a s s is tin g  o th e rs , s o lic it, re c ru it, h ire , o r e n c o u ra g e  (o r a tte m p t to  s o lic it, re c ru it, h ire  o r e n c o u ra g e ), a n y  C o m p a n y  e m p lo y e e s  o r fo rm e r e m p lo y e e s  w ith  w h o m  G ra n te e  w o rk e d , h a d  b u s in e s s  c o n ta c t, o r a b o u t w h o m  G ra n te e  g a in e d  n o n -p u b lic  o r c o n fid e n tia l in fo rm a tio n  (“E m p lo y e e s  o r F o rm e r E m p lo y e e s ”); (2 ) c o n ta c t o r c o m m u n ic a te  w ith  E m p lo y e e s  o r F o rm e r E m p lo y e e s  fo r th e  p u rp o s e  o f in d u c in g , a s s is tin g , e n c o u ra g in g  a n d /o r fa c ilita tin g  th e m  to  te rm in a te  th e ir e m p lo y m e n t w ith  th e  C o m p a n y  o r fin d  e m p lo y m e n t o r w o rk  w ith  a n o th e r p e rs o n  o r e n tity ; (3 ) p ro v id e  o r p a s s  a lo n g  to  a n y  p e rs o n  o r e n tity  th e  n a m e , c o n ta c t a n d /o r b a c k g ro u n d  in fo rm a tio n  a b o u t a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s  o r p ro v id e  re fe re n c e s  o r a n y  o th e r in fo rm a tio n  a b o u t th e m ; (4 ) p ro v id e  o r p a s s  a lo n g  to  E m p lo y e e s  o r F o rm e r E m p lo y e e s  a n y  in fo rm a tio n  re g a rd in g  p o te n tia l jo b s  o r e n titie s  o r p e rs o n s  to  w o rk  fo r, in c lu d in g  b u t n o t lim ite d  to  jo b  o p e n in g s , jo b  p o s tin g s , o r th e  n a m e s  o r c o n ta c t in fo rm a tio n  o f in d iv id u a ls  o r c o m p a n ie s  h irin g  p e o p le  o r a c c e p tin g  jo b  a p p lic a tio n s ; a n d /o r (5 ) o ffe r e m p lo y m e n t o r w o rk  to  a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s . F o r p u rp o s e s  o f th is  c o v e n a n t, “F o rm e r E m p lo y e e s ” s h a ll re fe r to  e m p lo y e e s  w h o  a re  n o t e m p lo y e d  b y  th e

C o m p a n y  a t th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g , b u t w e re  e m p lo y e d  b y , o r w o rk in g  fo r th e  C o m p a n y  in  th e  th re e  (3 ) m o n th s  p rio r to  th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g  a n d /o r in te rfe re n c e . D . E ffe c t o f T e rm in a tio n  o f E m p lo y m e n t o th e r th a n  a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 1 . In  th e  e v e n t G ra n te e  v o lu n ta rily  re s ig n s  o r is  d is c h a rg e d  b y  th e  C o m p a n y  w ith  C a u s e  a t a n y  tim e  p rio r to  th e  v e s tin g  o f th e  R e s tric te d  S to c k  U n it, th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n s  II.A , II.B  a n d  II.C . s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. 2 . In  th e  e v e n t G ra n te e  is  d is c h a rg e d  b y  th e  C o m p a n y  o th e r th a n  w ith  C a u s e , in c lu d in g  in  c o n n e c tio n  w ith  a  Wo rk fo rc e  R e d u c tio n  o r P o s itio n  E lim in a tio n , o r c e rta in  d iv e s titu re  re la te d  te rm in a tio n s , p rio r to  th e  v e s tin g  o f th e  R e s tric te d  S to c k  U n it, th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t d u rin g  th e  p e rio d  o f tim e  fo llo w in g  G ra n te e ’s  te rm in a tio n  e q u a l to  th e  le s s e r o f (x ) th e  R e s tric te d  P e rio d  o r (y ) th e  p e rio d  o f tim e  d u rin g  w h ic h  G ra n te e  is  d e e m e d  to  b e  e n title d  to  s e v e ra n c e  m e a s u re d  b y  th e  s u m  o f (i) th e  n u m b e r o f w e e k s  G ra n te e  is  e n title d  to  s e v e ra n c e  u n d e r th e  C o m p a n y ’s  a p p lic a b le  s e v e ra n c e  p o lic y , p lu s  (ii) a  n u m b e r o f w e e k s  e q u a l to  (A ) th e  v a lu e  o f th e  a c c e le ra tio n  o r c o n tin u a tio n  o f th e  v e s tin g  o f th e  R e s tric te d  S to c k  U n it a s  a  re s u lt o f G ra n te e ’s  te rm in a tio n  u n d e r th is  A g re e m e n t o r th e  P la n  th a t w o u ld

o th e rw is e  h a v e  b e e n  fo rfe ite d , w ith  s u c h  v a lu e  m e a s u re d  b y  m u ltip ly in g  th e  n u m b e r o f S h a re s  u n d e rly in g  th e  R e s tric te d  S to c k  U n its  th a t v e s te d  a s  a  re s u lt o f th e  te rm in a tio n  o f e m p lo y m e n t b y  th e  p e r S h a re  F a ir M a rk e t V a lu e  o n  th e  L a s t D a y , d iv id e d  b y  (B ) G ra n te e ’s  th e n -c u rre n t w e e k ly  b a s e  s a la ry , p lu s  (iii) a n y  a d d itio n a l p e rio d  th a t th e  C o m p a n y  d e te rm in e s  to  p ro v id e  s e v e ra n c e  to  G ra n te e , in  its  d is c re tio n . 3 . In  th e  e v e n t G ra n te e  is  d is c h a rg e d  b y  th e  C o m p a n y  o th e r th a n  w ith  C a u s e  p rio r to  v e s tin g  h e re in  o f th e  R e s tric te d  S to c k  U n its , th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n s  II.B  a n d  II. C  a b o v e  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. - 5  -
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C. Agreement Not to Sol icit Emplloyees. During ~he Restricted Period, Grantee shall not, 

individually or jointly with, others, directly or indirectly: (1) or by assisting others, solicit, recruit, hire, or 

encourage (or attempt to solicit, recruit, hire or encourage), any Company employees or former employees 

with whom Grantee worked , h·ad ousiness contact, or about whom Grantee gained non~public or 

confidential information ("Employees or Former Employees"); (2} contact or communicate with Employees 

or Former Employees for the purpose of inducing, assisting, encouraging and/or facilitating them to 

terminate their employment with the Company or find employment or work with another person or entity; 

(3) provide or pass along to any person or entity the name, contact and/or background information about 

any Employees or Forimer Employees or provide references or any other information about them; (4) 

provide or pass along lo Employees or Former Employees any information regarding potential jobs or 

entities or persons to wo rk for, including but not limited to job openings, joo postings, or the names or 

contact information of individuals or companies hiring people or accepting job applications; and/or (5) offer 

employment or work to any Employees or Former Employees. For purposes of this covenant, "Former 

Employees" shall refer to employees who are not employed oy the Company at the time of the attempted 

recruiting or hiring, but were employed oy, or working for the Company in the three (3) months prior to lhe 

time of the attempted recruiting or hiring and/or interference. 

D. Effect of Termination of Employment other than a Change in Controll lermination on 

Agreements Not to Compete and Not t:o Solicit. 

1. In the event Grantee voluntarily resigns or is discharged by llhe Company with Cause at 

any time prior to the vesting of the Restricted Stock Unit, the prohibitions on Grantee set ror~h in Sections 

II.A. 11.B and 11.C. shall remain in full force and effect. 

2. In the event Grantee is discharged by the Company olher than with Cause, including in 

connection with a Workforce Reduction or Position Elimination, or certain divestiture rel!ated terminations, 

prior to the vesting of the Restricted Stock Unit, the prohioitions set fortf1 in Section II .A shall remain in full, 

force and effect during the period of time following Grantee's termination equal to the lesser of (x) the 

Restricted Pe~iod or (y) the period of time during Wh ich Grantee is deemed 10 be enti lled to severance 

measured by the sum of (i) lhe number of weeks Grantee is entrlled to severance under the Company's 

applicable severance policy, plus (ii) a number of weeks equal to (A} the value of the acceleration or 

continuation of the vesting, of the Restricted Stock Unit as a result of Grantee's termination under this 

Agreement or the Plan, that would otherwise have been forfeited , with such va lue measured oy multiplying 

the number of Shares underlying the Restricted Stock Units that vested as a resu lt of the termin at ion of 

employment by the per Shar-e Fair Market Value on the Last Day, divided by (B) Grantee's then-current 

weekly base salary, plus (iii ) any additional period lhat the Company determines to provide severance to 

Grante,e, in its discretion. 

3. In the event Grantee is discharged by the Company other than with Cause prior to vesting 

herein of the Restricted Stock Units, the prohibitions set forth in Sections 11.8 and II. C above shall remain 

in tu Iii force and effect, 
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4 . A fte r th e  v e s tin g  o f th e  R e s tric te d  S to c k  U n it, th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  h e re in  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t, e x c e p t a s  o th e rw is e  p ro v id e d  in  S e c tio n  II.E . E . E ffe c t o f a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 1 . N o tw ith s ta n d in g  a n y th in g  s e t fo rth  in  S e c tio n  II.D , in  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t o n ly  if th e  a c q u ire r o r s u c c e s s o r to  th e  C o m p a n y  fo llo w in g  th e  C h a n g e  in  C o n tro l s h a ll, s o le ly  a t its  o p tio n , p a y , w ith in  th irty  (3 0 ) d a y s  fo llo w in g  G ra n te e 's  e m p lo y m e n t te rm in a tio n  d a te  w ith  th e  C o m p a n y  o r its  s u c c e s s o r, to  G ra n te e  th e  N o n -C o m p e te  P a y m e n t. N o tw ith s ta n d in g  a n y  p re v io u s  a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n  II.A , th e  “N o n -C o m p e te  P a y m e n t” s h a ll b e  a n  a m o u n t a t le a s t e q u a l to  G ra n te e ’s  th e n  c u rre n t a n n u a l b a s e  s a la ry . S u c h  a m o u n t s h a ll b e  in  a d d itio n  to  a n y  o th e r a m o u n ts  p a id  o r p a y a b le  to  G ra n te e  w ith  re s p e c t to  o th e r s e v e ra n c e  p la n s  o r p o lic ie s  m a in ta in e d  b y  th e  C o m p a n y . F o r th e  a v o id a n c e  o f d o u b t, th e  p ro v is io n s  o f th is  S e c tio n  II.E  s h a ll s u p e rs e d e  a n y  a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n  II.A , w ith  th e  e x c e p tio n  o f a n y  s im ila r a g re e m e n t c o n ta in e d  in  (i) a n y  e m p lo y m e n t

a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y , (ii) a n y  a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y  n o t re la te d  to  th e  e m p lo y m e n t o f G ra n te e  b y  th e  C o m p a n y , (iii) a n y  s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y  a n d  (iv ) a n y  c h a n g e  in  c o n tro l s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y . 2 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n s  II.B . a n d  II C . s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. F . G o v e rn in g  L a w . N o tw ith s ta n d in g  a n y  o th e r p ro v is io n  h e re in  to  th e  c o n tra ry , th e  p ro v is io n s  o f th is  S e c tio n  II o f th e  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  C o m m o n w e a lth  o f K e n tu c k y  w ith o u t re g a rd  to  its  c o n flic ts  o r c h o ic e  o f la w s  ru le s  o r p rin c ip le s  th a t m ig h t o th e rw is e  re fe r c o n s tru c tio n  o r in te rp re ta tio n  o f th is  S e c tio n  II to  th e  s u b s ta n tiv e  la w  o f a n o th e r ju ris d ic tio n . G . In ju n c tiv e  R e lie f; In v a lid ity  o f A n y  P ro v is io n . G ra n te e  a c k n o w le d g e s  th a t (1 ) h is  o r h e r s e rv ic e s  to  th e  C o m p a n y  a re  o f a  s p e c ia l, u n iq u e  a n d  e x tra o rd in a ry  c h a ra c te r, (2 ) h is  o r h e r p o s itio n  w ith  th e  C o m p a n y  w ill p la c e  h im  o r h e r in  a  p o s itio n  o f c o n fid e n c e  a n d  tru s t w ith  re s p e c t to  th e  o p e ra tio n s  o f th e  C o m p a n y , (3 ) h e  o r s h e  w ill b e n e fit fro m  c o n tin u e d  e m p lo y m e n t w ith  th e  C o m p a n y , (4 ) th e  n a tu re  a n d  p e rio d s  o f re s tric tio n s  im p o s e d  b y  th e  c o v e n a n ts  c o n ta in e d  in  th is  S e c tio n  II a re  fa ir, re a s o n a b le  a n d  n e c e s s a ry  to  p ro te c t th e  C o m p a n y , (5 ) th e

C o m p a n y  w o u ld  s u s ta in  im m e d ia te  a n d  irre p a ra b le  lo s s  a n d  d a m a g e  if G ra n te e  w e re  to  b re a c h  a n y  o f s u c h  c o v e n a n ts , a n d  (6 ) th e  C o m p a n y ’s  re m e d y  a t la w  fo r s u c h  a  b re a c h  w ill b e  in a d e q u a te . A c c o rd in g ly , G ra n te e  a g re e s  a n d  c o n s e n ts  th a t th e  C o m p a n y , in  a d d itio n  to  th e  re c o v e ry  o f d a m a g e s  a n d  a ll o th e r re m e d ie s  a v a ila b le  to  it, a t la w  o r in  e q u ity , s h a ll b e  e n title d  to  s e e k  b o th  p re lim in a ry  a n d  p e rm a n e n t in ju n c tio n s  to  p re v e n t a n d /o r h a lt a  b re a c h  o r th re a te n e d  b re a c h  b y  G ra n te e  o f a n y  c o v e n a n t c o n ta in e d  in  S e c tio n  II h e re o f. If a n y  p ro v is io n  o f th is  S e c tio n  II is  d e te rm in e d  b y  a  c o u rt o f c o m p e te n t ju ris d ic tio n  to  b e  in v a lid  in  w h o le  o r in  p a rt, it s h a ll b e  d e e m e d  to  h a v e  b e e n  a m e n d e d , w h e th e r a s  to  tim e , a re a  c o v e re d  o r o th e rw is e , a s  a n d  to  th e  e x te n t re q u ire d  fo r its  v a lid ity  u n d e r a p p lic a b le  la w , a n d  - 6  -
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4. After the vesting of the Restricted Stock Unit, the prohibifons on Grantee set forth herein 

shall remain in full force and effect, except as otherwise provided in Section I1.E. 

E. Effect of a Change in Control! Termination on Agreements Not to ComPl);te and Not 

to Solicit. 

1. Notwithstanding anything set forth in Section 11.D, in the event of a Change in Control 

Termination , the prohibitions on Grantee set forth in Section ILA shall remain in full force and effect only if 

the acquirer or successor to the Company following the Change in Control shall, solely al its option, pay, 

within thirty (30) days following Grantee's employment te rmin ation date with the Company or its successor, 

to Grantee the Non-Compete Payment Notwi1hstanding any previous agreement between Grantee and 

the Company relating to the prohibil ion,s on Grantee set forth in Section II.A, the "Non-Compete Paymenr 

shall be an amount at least equal to Grantee's then current annual base salary. Such amount shal l be in 

addition to any other amounts paid or payable to Grantee with respect to other severance plans or poliaies 

maintained by the Company. For the avoidance of doubt, the provisions of this Section I1.E shall supersede 

any agreement between Grantee and the Company relating to lhe prohibilions on Grantee set forth in 

Section II.A, with lhe exoeption of any similar agreement contained in (i) any employment agreement 

between Grantee and the Company, (ii ) any agreement between Grantee and the Company not related to 

the emp loyment of Grantee by the Company, (ii i) any severance plan or poli cy of the Company and (Iv) any 

change in control severance :plan or pol'icy of the Company. 

2. In the event ol a Change in Control Tennination, the prohibitions on Grantee set forth in 

Sections 1I.B. and II c. shall remain in full force and effect. 

F. Governing• Law. Notwithstanding any other provision h,erein to the contra,ry, the provisions 

of this Section II of the Agreement shall be governed by , and construed in accordance with, the laws of the 

Commonwealth of Kentucky without regard to its conflicts or choice of laws rnles or principles that might 

otherwise refer construction or interpretation of this Section II to ttie substantive law of another jurisdiction . 

G. Injunctive Relief: Invalidity of Any Provision. Grantee acknowledges that (1) his or ,her 

services to the Company are of a special, unique and extraordinary character, {2) his or her position with 

the Company will place him or her in a position of confidence and trust with respect to the operations of the 

Company, (3) he or she will benefit from continued employment with the Company, (4) the nature and 

periods of rest rictions imposed by the oovenants conta ined in this Section II are fair, reasonable and 

necessary to protect the Company, (5) the Company would sustain immediate and irrepara ble loss and 

damage if Grantee were to breach any of such covenants, and (6) ttie Company's remedy at law for such 

a breach will be inadequate. Accordingly, Grantee agrees and consents that the Company, in addition to 

the recovery of damages and all other remedies available lo ii , at law or in equity, shall be entitled to seek 

both preliminary and permanent injunctions to prevent and/or ha lt a breach or threatened breach by Grantee 

of any covenant contained in Section II hereof. If any provision of this Section II is determined by a court 

of competent ju~isdiction to be invalid in whole or in part, ii shalli be deemed to have been amended, Wheiher 

as to time,. area covered or otherwise, as and to the extent required for its validity under awlicable law, and 
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a s  s o  a m e n d e d , s h a ll b e  e n fo rc e a b le . T h e  p a rtie s  fu rth e r a g re e  to  e x e c u te  a ll d o c u m e n ts  n e c e s s a ry  to  e v id e n c e  s u c h  a m e n d m e n t. III. M IS C E L L A N E O U S  P R O V IS IO N S  A . B in d in g  E ffe c t &  A d ju s tm e n t. T h is  A g re e m e n t s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  e a c h  s u c c e s s o r a n d  a s s ig n  o f th e  C o m p a n y . G ra n te e ’s  o b lig a tio n s  h e re u n d e r s h a ll n o t b e  a s s ig n a b le  to  a n y  o th e r p e rs o n  o r e n tity . It is  th e  in te n t o f th e  p a rtie s  to  th is  A g re e m e n t th a t th e  b e n e fits  o f a n y  a p p re c ia tio n  o f th e  u n d e rly in g  S h a re s  d u rin g  th e  te rm  o f th e  A w a rd  s h a ll b e  p re s e rv e d  in  a n y  e v e n t, in c lu d in g  b u t n o t lim ite d  to  a  re c a p ita liz a tio n , m e rg e r, c o n s o lid a tio n , re o rg a n iz a tio n , s to c k  d iv id e n d , s to c k  s p lit, re v e rs e  s to c k  s p lit, s p in -o ff o r s im ila r tra n s a c tio n , o r o th e r c h a n g e  in  c o rp o ra te  s tru c tu re  a ffe c tin g  th e  S h a re s , a s  m o re  fu lly  d e s c rib e d  in  S e c tio n s  4 .6  a n d  1 1  o f th e  P la n . A ll o b lig a tio n s  im p o s e d  u p o n  G ra n te e  a n d  a ll rig h ts  g ra n te d  to  G ra n te e  a n d  to  th e  C o m p a n y  s h a ll b e  b in d in g  u p o n  G ra n te e 's  h e irs  a n d  le g a l re p re s e n ta tiv e s . B . A m e n d m e n t. T h is  A g re e m e n t m a y  o n ly  b e  a m e n d e d  b y  a  w ritin g  e x e c u te d  b y  e a c h  o f th e  p a rtie s  h e re to . C . G o v e rn in g  L a w . E x c e p t a s  to  m a tte rs  o f fe d e ra l la w  a n d  th e  p ro v is io n s  o f S e c tio n  II h e re o f, th is  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  S ta te  o f D e la w a re  w ith o u t re g a rd  to  its  c o n flic t o f la w s  ru le s . T h is  A g re e m e n t s h a ll

a ls o  b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  te rm s  o f th e  P la n . D . N o  E m p lo y m e n t A g re e m e n t. N o th in g  h e re in  c o n fe rs  o n  G ra n te e  a n y  rig h ts  w ith  re s p e c t to  th e  c o n tin u a n c e  o f e m p lo y m e n t o r o th e r s e rv ic e  w ith  th e  C o m p a n y , n o r w ill it in te rfe re  w ith  a n y  rig h t th e  C o m p a n y  w o u ld  o th e rw is e  h a v e  to  te rm in a te  o r m o d ify  th e  te rm s  o f G ra n te e 's  e m p lo y m e n t o r o th e r s e rv ic e  a t a n y  tim e . E . S e v e ra b ility . If a n y  p ro v is io n  o f th is  A g re e m e n t is  o r b e c o m e s  o r is  d e e m e d  in v a lid , ille g a l o r u n e n fo rc e a b le  in  a n y  re le v a n t ju ris d ic tio n , o r w o u ld  d is q u a lify  th is  A w a rd  u n d e r a n y  la w  d e e m e d  a p p lic a b le  b y  th e  C o m m itte e , s u c h  p ro v is io n  s h a ll b e  c o n s tru e d  o r d e e m e d  a m e n d e d  to  c o n fo rm  to  a p p lic a b le  la w s  o r if it c a n n o t b e  c o n s tru e d  o r d e e m e d  a m e n d e d  w ith o u t, in  th e  d e te rm in a tio n  o f th e  C o m m itte e , m a te ria lly  a lte rin g  th e  in te n t o f th e  P la n , it s h a ll b e  s tric k e n  a n d  th e  re m a in d e r o f th e  A g re e m e n t s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. F . D e fin e d  T e rm s . 1 . A n y  te rm  u s e d  h e re in  a n d  n o t o th e rw is e  d e fin e d  h e re in  s h a ll h a v e  th e  s a m e  m e a n in g  a s  in  th e  P la n . A n y  c o n flic t b e tw e e n  th is  A g re e m e n t a n d  th e  P la n  w ill b e  re s o lv e d  in  fa v o r o f th e  P la n . A n y  d is p u te s  o r q u e s tio n s  o f rig h t o r o b lig a tio n  w h ic h  s h a ll re s u lt fro m  o r re la te  to  a n y  in te rp re ta tio n  o f th is  A g re e m e n t s h a ll b e  d e te rm in e d  b y  th e  C o m m itte e . A n y  s u c h  d e te rm in a tio n  s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  G ra n te e  a n d  a n y  p e rs o n  o r

p e rs o n s  c la im in g  th ro u g h  G ra n te e  a s  to  a n y  rig h ts  h e re u n d e r. 2 . F o r th e  p u rp o s e s  o f th is  A g re e m e n t, th e  fo llo w in g  te rm s  s h a ll h a v e  th e  fo llo w in g  m e a n in g : (i) “C h a n g e  in  C o n tro l T e rm in a tio n ” m e a n s , in  th e  e v e n t u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  a re  a s s u m e d , c o n v e rte d , c o n tin u e d  o r s u b s titu te d  in  c o n n e c tio n  w ith  a  C h a n g e  in  - 7  -
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as so amended, shall be enforceable. The parties further agree lo execute all documents necessary to 

evidence such amendment. 

Ill. MISCELLANEOUS PROVISIONS 

A. !Binding Effect & Ad!ustment. This Agreement sha ll be binding and conclusive upon 

each successor and assign of the Company. Grantee's ob ligations hereunder shall not be assignaole 10 

any other person or entity. II ,is the intent oft he parties to th is Agreement lhatthe benefrts ofany appreciation 

of the underlying Shares during the term of the Award shall be preserved in any event , including but not 

limited to a recapitalization ,. merger, conso'lidation, reorganizaUon, stock dividend, stock sp lit, reverse stock 

split. spin-off or similar transaction, or other change in corporate structure affecting the Shares, as more 

fully described in Sections 4.6 and 11 of the Plan. All obligations imposed upon Grantee and all rights 

granted to Grantee and to the Company shall be binding upon Grantee"s heirs and legal representatives . 

B. Amendment This Agreement may only be amended by a writing executed by each of the 

parties hereto . 

C. Governing: Law. Except as to matters of federal law and the provisions of Section II 

hereof, lf1is Agreement shall be governed by, and construed in accordance with, the laws of the State of 

Delaware without regard to its conflict of laws ru les. Th is Agreement shall also be governed by, and 

oonstrued in accordance with, the terms of the Plan. 

D. INo Emplovment Agreement. Nothing herein confers on Grantee any rlghts with respect 

to the continuance of employment or other service with lhe Company, nor will it interfere with any right the 

Company wou ld otherwise have to te rminate or modify the terms of Grantee's employment or other servioe 

at any time. 

E. Severabil ity. If any provision of this Agreement is or becomes or is deemed invalid, illegal 

or unenforoeable fn any relevant ju~isdiction, or would disqualify lhis Award under any law deemed 

applicable by the Committee, such provision shall be construed or deemed amended to conform to 

applicable laws or ff it cannot be construed or deemed amended without. in the determination of the 

Committee, material ly alte ri ng the intent of the Plan, ii shall be stricken and the remainder of the Agreement 

shall remain in full force and effect. 

F. Defined Term~. 

1. Any term used herein and not otherwise defined herein shall have the same meaning as in 

the Plan . Any confl'icl between th is Agreement and the Plan will be resolved in favor of the Plan. Any 

disputes or questions of right or obligation which shall result from or relate to any interpretation of I.h is 

Agreement sha ll be determined by the Committee. Any such determination shall be binding and conclusive 

upon Grantee and any person or persons claiming through Grantee as to any rights hereunder. 

2. For the purposes of th is Agreement, the following terms shall have the following meaning: 

(i) "Change In Control Termination" means, in the event unvested Restricted Stock Units and 

DERs are assumed, converted , continued or substituted in connection with a Change in 
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C o n tro l, if th e  e m p lo y m e n t o f G ra n te e  is  te rm in a te d  w ith in  tw o  (2 ) y e a rs  fo llo w in g  th e  C h a n g e  in  C o n tro l (i) b y  th e  C o m p a n y  o r its  a c q u ire r o r s u c c e s s o r fo r a n y  re a s o n  o th e r th a n  C a u s e  o r (ii) b y  G ra n te e  w ith  G o o d  R e a s o n . (ii) “C o m p e titiv e  P ro d u c t o r S e rv ic e ” m e a n s  a n y  p ro d u c t, p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) o f a n y  p e rs o n  o r o rg a n iz a tio n  o th e r th a n  th e  C o m p a n y  th a t is  th e  s a m e  a s , s im ila r to , o r c o m p e te s  w ith , a  p ro d u c t, p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) u p o n  w h ic h  G ra n te e  w o rk e d  o r fo r w h ic h  G ra n te e  h a d  re s p o n s ib ilitie s  a t th e  C o m p a n y  d u rin g  th e  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y  (a s  d e fin e d  b e lo w ). (iii) “C o m p e tito r” m e a n s  G ra n te e  o r a n y  o th e r p e rs o n  o r o rg a n iz a tio n  e n g a g e d  in , o r a b o u t to  b e c o m e  e n g a g e d  in , re s e a rc h  o r d e v e lo p m e n t, p ro d u c tio n , m a rk e tin g , le a s in g , s e llin g , o r s e rv ic in g  o f a  C o m p e titiv e  P ro d u c t o r S e rv ic e . (iv ) “D iv e s titu re ” m e a n s  th e  s a le  o r o th e r tra n s fe r o f e q u ity  s e c u ritie s  o f a  S u b s id ia ry  to  a  p e rs o n  o r e n tity  o th e r th a n  th e  C o m p a n y  o r a n  a ffilia te  o f th e  C o m p a n y , o r if a  S u b s id ia ry  le a s e s , e x c h a n g e s  o r tra n s fe rs  a ll o r a n y  p o rtio n  o f its  a s s e ts  to  s u c h  a  p e rs o n  o r e n tity , th e n  th e  C o m m itte e  m a y  s p e c ify  th a t s u c h  tra n s a c tio n  o r e v e n t c o n s titu te s  a  “D iv e s titu re ”. (v ) “G o o d  R e a s o n ” s h a ll m e a n , u n le s s  o th e rw is e  d e fin e d  in  a  w ritte n  e m p lo y m e n t a g re e m e n t in  e ffe c t b e tw e e n  th e  C o m p a n y  o r

a n y  o f its  S u b s id ia rie s  a n d  G ra n te e , th e  re lo c a tio n  o f G ra n te e ’s  o ffic e  a t w h ic h  G ra n te e  is  to  p e rfo rm  h is  o r h e r d u tie s  to  a  lo c a tio n  m o re  th a n  th irty  (3 0 ) m ile s  fro m  th e  lo c a tio n  a t w h ic h  G ra n te e  p e rfo rm e d  h is  o r h e r d u tie s  p rio r to  a  C h a n g e  in  C o n tro l. (v i) “L a s t D a y ” m e a n s  G ra n te e ’s  la s t d a y  o f e m p lo y m e n t w ith  th e  C o m p a n y  re g a rd le s s  o f th e  re a s o n  fo r G ra n te e ’s  s e p a ra tio n . (v ii) “P o s itio n  E lim in a tio n ” m e a n s  th e  e lim in a tio n  o f G ra n te e ’s  p o s itio n . (v iii) “P ro te c te d  R e la tio n s h ip ” m e a n s  p o lic y h o ld e rs , a g e n ts , b ro k e rs , d e a le rs , d is trib u te rs , s o u rc e s  o f s u p p ly  o r c u s to m e rs  w ith  w h o m , w ith in  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y , G ra n te e , d ire c tly  o r in d ire c tly  (e .g ., th ro u g h  e m p lo y e e s  w h o m  G ra n te e  s u p e rv is e d ) h a d  m a te ria l b u s in e s s  c o n ta c t a n d /o r a b o u t w h o m  G ra n te e  o b ta in e d  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts . (ix ) “R e s tric te d  G e o g ra p h ic  A re a ” m e a n s  th e  te rrito ry  (i.e .: (i) s ta te (s ), (ii) c o u n ty (ie s ), o r (iii) c ity (ie s )) in  w h ic h , d u rin g  th e  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y , G ra n te e  p ro v id e d  m a te ria l s e rv ic e s  o n  b e h a lf o f th e  C o m p a n y  (o r in  w h ic h  G ra n te e  s u p e rv is e d  d ire c tly , in d ire c tly , in  w h o le  o r in  p a rt, th e  s e rv ic in g  a c tiv itie s ). (x ) “R e s tric te d  P e rio d ” m e a n s  th e  p e rio d  o f G ra n te e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  a n d  a  p e rio d  o f tw e lv e  (1 2 ) m o n th s  a fte r th e  L a s t D a y . G ra n te e  re c o g n iz e s  th a t th e  d u ra tio n a l te rm  is  re a s o n a b ly  a n d  n a rro w ly  ta ilo re d  to  th e  C o m p a n y ’s  le g itim a te  b u s in e s s  in te re s t a n d  n e e d  fo r p ro te c tio n

w ith  e a c h  p o s itio n . - 8  -
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Control, if the employment of Grantee is terminated within two (2) years fol lowing th,e Change 

in Control (i) by the Company or its acquirer or successor for any reason other than Cause or 

(ii) by Grantee with Good Reason,. 

(ii) "Competitrve Product or Service· means any product, process, system or service (in 

existence or under development) of any person or organization other than the Company that is 

the same as, similar to , or competes with, a product., process, system o:r service (in existence 

or under development) upon which Grantee worked or for which Grantee had responsibilities 

at the Company during the twenty-fou r {24) months prior to the Last Day (as defined below). 

(iii) "Competitor" means Grantee or any other person or organization engaged in , or about to 

become engaged in, research or development, production, markeling, leasing, selling, or 

servicing of a Competitive Product or Service. 

(iv) "Divestiture" means the sale or other transfer of equity securities of a Subsidiary to a person 

or entity other than the Company or an affiliate of the Company, or if a Subsidiary leases, 

exchanges or transfers aI1I or any portion of its assets to such a person or entity, then the 

Committee may specify that such transaction or event constitutes a ''Divestiture·. 

(v) "Good Reason" shall mean, unless otherwise defined in a written employment agreement in 

effect between the Company or any of rts Subsidiaries and Grantee, the relocation of Grantee's 

office at which Grantee is to perform his or her duties to a location more than thirty (30) miles 

from the location at whidh Grantee performed his or her duties prior to a Change in Control. 

(vi) "Last Day" means Grantee's last day of employment with the Company regardless of the 

reason for Grantee's separation. 

(v,ii}"Position Elimination" means the elimination of Grantee's position. 

(viii) "Protected Rel.ationshlp" means poli.cyholders, agents, brokers, dealers, distributers, 

sources of supply or customers with whom, within twenty-four (24) months prior to the Last 

Day, Grantee, directly or indirectly (e.g., through employees whom Grantee supervised) had 

material business contact and/or about whom Grantee obtained confidential information and 

trade secrets. 

(ix) "Restdcted Geographic Area" means the territory (i.e .; (i) state(s)., (i i) county(ies), or (iii) 

city{ies)) in which, during the twenty-four (24) months prior to the Last Day, Grantee provided 

material selVices on behalf of the Company (or ln which Grantee supervised direcUy, indirecUy, 

in whole or in part, the servicing activities) . 

(x) ''1Restricted Period" means the period of Grantee's emp1loyment with the Company and a 

period of twelve (12) months alter the Last Day. Grantee recognizes that the durational term 

is reasonably and naffowly tailored to the Company's leg1itimate business interest and need for 

protect ion with each position. 

- S -



 

(x i) “S tra te g ic  J o in t V e n tu re ” m e a n s  a  b u s in e s s  a rra n g e m e n t e n te re d  in to  b y  th e  C o m p a n y  w ith  o n e  o r m o re  o th e r p a rtie s  to  o w n  a n d  o p e ra te  a n  e n tity  in  w h ic h  th e  C o m p a n y  c o n tin u e s  to  h a v e  a  s tra te g ic  in te re s t. (x ii) “Wo rk fo rc e  R e d u c tio n ” m e a n s  a  re d u c tio n  in  fo rc e , a s  d e te rm in e d  b y  th e  C o m p a n y  in  a c c o rd a n c e  w ith  its  s ta n d a rd  c o d in g  p ro c e d u re s . G . E x e c u tio n . If G ra n te e  s h a ll fa il to  e x e c u te  th is  A g re e m e n t, e ith e r m a n u a lly  w ith  a  p a p e r d o c u m e n t, o r th ro u g h  th e  o n lin e  g ra n t a g re e m e n t p ro c e d u re  w ith  th e  C o m p a n y ’s  d e s ig n a te d  b ro k e r– d e a le r, a n d , if m a n u a lly  e x e c u te d , re tu rn  th e  e x e c u te d  o rig in a l to  th e  S e c re ta ry  o f th e  C o m p a n y , th e  A w a rd  s h a ll b e  n u ll a n d  v o id . T h e  c h o ic e  o f fo rm  w ill b e  a t th e  C o m p a n y ’s  d is c re tio n . H . S e c tio n  4 0 9 A . A ll R e s tric te d  S to c k  U n its  g ra n te d  p u rs u a n t to  th is  A g re e m e n t a re  in te n d e d  e ith e r to  b e  e x e m p t fro m  S e c tio n  4 0 9 A  o f th e  C o d e , o r, if s u b je c t to  S e c tio n  4 0 9 A  o f th e  C o d e , to  b e  a d m in is te re d , o p e ra te d  a n d  c o n s tru e d  in  c o m p lia n c e  w ith  S e c tio n  4 0 9 A  o f th e  C o d e  a n d  a n y  g u id a n c e  is s u e d  th e re u n d e r. T h is  A g re e m e n t a n d  th e  P la n  s h a ll b e  a d m in is te re d  in  a  m a n n e r c o n s is te n t w ith  th is  in te n t a n d  a n y  p ro v is io n  th a t w o u ld  c a u s e  th e  A g re e m e n t o r P la n  to  fa il to  s a tis fy  th e  firs t s e n te n c e  o f th is  s e c tio n  s h a ll h a v e  n o  fo rc e  a n d  e ffe c t. N o tw ith s ta n d in g  a n y th in g  c o n ta in e d  h e re in  to  th e  c o n tra ry , R e s tric te d  S to c k  U n its  (a n d  re la te d

D E R s ) th a t (a ) c o n s titu te  “n o n q u a lifie d  d e fe rre d  c o m p e n s a tio n ” a s  d e fin e d  u n d e r S e c tio n  4 0 9 A  o f th e  C o d e  a n d  (b ) v e s t a s  a  c o n s e q u e n c e  o f G ra n te e ’s  te rm in a tio n  o f e m p lo y m e n t, s h a ll n o t b e  d e liv e re d  u n til th e  d a te  th a t G ra n te e  in c u rs  a  “s e p a ra tio n  fro m  s e rv ic e ” w ith in  th e  m e a n in g  o f S e c tio n  4 0 9 A  o f th e  C o d e  (o r, if G ra n te e  is  a  “s p e c ifie d  e m p lo y e e ” w ith in  th e  m e a n in g  o f S e c tio n  4 0 9 A  o f th e  C o d e  a n d  a n y  g u id a n c e  is s u e d  th e re u n d e r, th e  d a te  th a t is  s ix  m o n th s  a n d  o n e  d a y  fo llo w in g  th e  d a te  o f s u c h  “s e p a ra tio n  fro m  s e rv ic e ” (o r o n  th e  d a te  o f G ra n te e ’s  d e a th , if e a rlie r)). In  a d d itio n , e a c h  a m o u n t to  b e  p a id  o r b e n e fit to  b e  p ro v id e d  to  G ra n te e  p u rs u a n t to  th is  A g re e m e n t th a t c o n s titu te s  d e fe rre d  c o m p e n s a tio n  s u b je c t to  S e c tio n  4 0 9 A  o f th e  C o d e , s h a ll b e  c o n s tru e d  a s  a  s e p a ra te  id e n tifie d  p a y m e n t fo r p u rp o s e s  o f S e c tio n  4 0 9 A  o f th e  C o d e . - 9  -
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(xi) "Strateg1ic Joint Venture" means a bus,iness. arrangement entered into by the Company with 

one or more other parties to own and operate an entity in which the Company continues to 

have a strategic interest. 

(xii} ''Workforce Reduction· means a reductfon in force. as determined by the Company in, 

accordance with its standard coding procedures. 

G. Execution. If Grantee shall faili to execute th is Agreement, either manually with a paper 

document, or through the onllne grant agreement ,procedure with the Company's designated broker-dealer, 

and, if manually executed, return the executed original to the Secretary of the Company, the Award shall be 

nu ll and void. The choice of form will be at th.e Company's discretion. 

H. Section 409A. All Restricted Stock Units granted pursuant to this Agreement are intended 

either to be exempt from Section 409A of the Code, or, if s•ubject to Section 409A of the Code, to be 

administered, operated and c-0nstrued in compliance with Section 409A of the Code and any guidance 

issued thereunder. This Agreement and the Plan shal'I be administered in a manner consistent with this 

intent and any provision that would cause the Agreement or Plan to fail to satisfy the fi rst sentence of th is 

section shall have no force and effect. Notwithstanding anything contained herein to the contrary, Restricted 

Stock Units (and related DERs) that (a) con,stitute ·nonqualified deferred compensation" as defined under 

Section 409A of the Code and (bl vest as a consequence of Grantee's te rmination of employment, shall not 

be delivered until the date that Grantee inours a "separation from servioe" within the meaning1 of Section 409A 

of !he Code (or, if Grantee is a "specified employee" within the meaning of Section 409A of the Code and 

any guidance issued thereunder, the date tha t is six months and one day following lhe date of such 

"separation from service" (or on the date of Grantee's death, if earlier)). In addition, each amount to be paid 

or benefit to be provided to Grantee pursuant to this Agreement that constitutes deferred compensation 

subject to Section 409A of the Code, sha111 be construed as a separate identified payment for purposes of 

Section 409A of the Code. 

- 9 -



 

IN  WIT N E S S  WH E R E O F , C o m p a n y  h a s  c a u s e d  th is  A g re e m e n t to  b e  e x e c u te d  o n  its  b e h a lf b y  its  d u ly  a u th o riz e d  o ffic e r, a n d  G ra n te e  h a s  e x e c u te d  th is  A g re e m e n t, e a c h  a s  o f th e  d a y  firs t a b o v e  w ritte n . "C o m p a n y " A T T E S T : H U M A N A  IN C . B Y : B Y : J O S E P H  C . V E N T U R A  B R U C E  D . B R O U S S A R D  C h ie f L e g a l O ffic e r &  C o rp o ra te  S e c re ta ry  P re s id e n t &  C h ie f E x e c u tiv e  O ffic e r “G ra n te e ” < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e >  - 1 0  -
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IN WITNESS WHEREOF, Company has caused this Agreement to be executed on its behalf by its 

duly authorized officer, and Grantee has executed th is Agreement, each as of the day first above written. 

"Company" 

ATTEST: HUMANA INC. 

BY: _______________ _ BY:. ____________ _ 

JOSEPH C. VENTURA BRUCE D. BROUSSARD 
Ch ief legal Officer & Corporate Secretary President & Chief Executive Officer 

"Grantee" 

<first_name> <middle_name> <fa.st_name> 

- 10 -
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E x h ib it 1 0 (g g ) H U M A N A  IN C . R E S T R IC T E D  S T O C K  U N IT  A G R E E M E N T  WIT H  P E R F O R M A N C E  V E S T IN G  A N D  A G R E E M E N T  N O T  T O  C O M P E T E  O R  S O L IC IT  U N D E R  T H E  2 0 1 1  S T O C K  IN C E N T IV E  P L A N  T H IS  R E S T R IC T E D  S T O C K  U N IT  A G R E E M E N T  ("A g re e m e n t") m a d e  a s  o f < a w a rd _ d a te >  (th e  “D a te  o f G ra n t”) b y  a n d  b e tw e e n  H U M A N A  IN C ., a  c o rp o ra tio n  d u ly  o rg a n iz e d  a n d  e x is tin g  u n d e r th e  la w s  o f th e  S ta te  o f D e la w a re  (h e re in a fte r re fe rre d  to  a s  th e  "C o m p a n y "), a n d  < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e > , a n  e m p lo y e e  o f th e  C o m p a n y  (h e re in a fte r re fe rre d  to  a s  "G ra n te e "). WIT N E S S E T H : WH E R E A S , th e  H u m a n a  In c . 2 0 1 1  S to c k  In c e n tiv e  P la n  (th e  "P la n ") w a s  a p p ro v e d  b y  th e  C o m p a n y 's  B o a rd  o f D ire c to rs  a n d  s to c k h o ld e rs ; a n d  WH E R E A S , th e  C o m p a n y  d e s ire s  to  a w a rd  to  G ra n te e  R e s tric te d  S to c k  U n its  in  a c c o rd a n c e  w ith  th e  P la n . N O W, T H E R E F O R E , in  c o n s id e ra tio n  o f th e  a w a rd  o f R e s tric te d  S to c k  U n its  to  G ra n te e , th e  p ro m is e s  a n d  m u tu a l c o v e n a n ts  h e re in a fte r s e t fo rth , a n d  o th e r g o o d  a n d  v a lu a b le  c o n s id e ra tio n , th e  C o m p a n y  a n d  G ra n te e  a g re e  a s  fo llo w s : I. R E S T R IC T E D  S T O C K  U N IT  G R A N T  A . G ra n t. S u b je c t to  th e  te rm s  a n d  c o n d itio n s  h e re in a fte r s e t fo rth , a n d  in  a c c o rd a n c e  w ith  th e  p ro v is io n s  o f th e  P la n , th e  C o m p a n y  h e re b y  g ra n ts  to  G ra n te e , a n d  G ra n te e  h e re b y  a c c e p ts  fro m  th e  C o m p a n y  < s h a re s _ a w a rd e d >

P e rfo rm a n c e -B a s e d  R e s tric te d  S to c k  U n its  (th e  “R e s tric te d  S to c k  U n its ”) (w h ic h  re p re s e n ts  th e  ta rg e t a m o u n t o f s h a re s  a v a ila b le  a s  s e t o u t o n  A p p e n d ix  A ). E a c h  R e s tric te d  S to c k  U n it re p re s e n ts  th e  rig h t o f G ra n te e  to  re c e iv e  (i) o n e  (1 ) S h a re  o n  th e  d a te  o f d is trib u tio n  p ro v id e d  fo r in  S e c tio n  I.E . In  a d d itio n , G ra n te e  s h a ll a ls o  h a v e  th e  rig h t to  re c e iv e  a ll o f th e  c a s h  o r in -k in d  d iv id e n d s  th a t a re  p a id  w ith  re s p e c t to  th e  S h a re s  re p re s e n te d  b y  th e  R e s tric te d  S to c k  U n its  to  w h ic h  th is  a w a rd  re la te s  (“D E R s ”). D iv id e n d  e q u iv a le n ts  w ith  re s p e c t to  a n y  s u c h  S h a re  s h a ll b e  p a id  o n  th e  s a m e  d a te  th a t s u c h  S h a re  is  is s u e d  to  G ra n te e  p u rs u a n t to  S e c tio n  I.E . h e re o f. T h e  D E R s  s h a ll b e  s u b je c t to  th e  s a m e  te rm s  a n d  c o n d itio n s  a p p lic a b le  to  th e  R e s tric te d  S to c k  U n its , in c lu d in g , w ith o u t lim ita tio n , th e  re s tric tio n s  a n d  n o n -tra n s fe ra b ility , v e s tin g , fo rfe itu re  a n d  d is trib u tio n  p ro v is io n s  c o n ta in e d  in  S e c tio n s  I.B  th ro u g h  I.E ., in c lu s iv e , o f th is  A g re e m e n t. In  th e  e v e n t th a t th e  R e s tric te d  S to c k  U n its  a re  fo rfe ite d  p u rs u a n t to  S e c tio n  I.D . h e re o f, th e  re la te d  D E R  s h a ll a ls o  b e  fo rfe ite d . B . R e s tric tio n s  a n d  N o n -T ra n s fe ra b ility . T h e  R e s tric te d  S to c k  U n its  a n d  D E R s  m a y  n o t b e  s o ld , tra n s fe rre d , p le d g e d , a s s ig n e d  o r o th e rw is e  a lie n a te d  o r h y p o th e c a te d . In  a d d itio n , s u c h  R e s tric te d  S to c k  U n its  a n d  D E R s  s h a ll b e  s u b je c t to  fo rfe itu re  in  a c c o rd a n c e  w ith  th e  p ro v is io n s  o f S e c tio n  I.D . C . V e s tin g  o f S h a re s . S u b je c t to  th e

te rm s  s e t fo rth  b e lo w , if a s  o f th e  th ird  a n n iv e rs a ry  o f th e  D a te  o f G ra n t (th e  “V e s tin g  D a te ” a n d  th e  p e rio d  b e tw e e n  th e  D a te  o f G ra n t a n d  th e  V e s tin g  D a te , a  “V e s tin g  P e rio d ”), G ra n te e  a n d  th e  C o m p a n y  h a v e  a c h ie v e d  th e  p e rfo rm a n c e  g o a ls  to  b e  s e t fo rth  in  P S U  –  N C N S  - R E
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Exhibit 10(gg) 
HUMANA INC. 

RESTRICTED STOCK UNIT AGREEMENT WITH PERFORMANCE VESTING 
AND AGREEMENT NOT TO COMPETE OR SOLICIT 

UNDER THE 2011 STOCK INCENTIVE PLAN 

THIS RESTRICTED STOCK UNIT AGREEMENT ("Agreement" ) made as of <award_date> (the 

"Date of Gran ) tJy and between HUMANA INC., a corporation dul,y organized and existing under the l.aws 

of the State or Delaware (hereinafter referred to as the "Company"), and <first_name> <midd le_name;,. 

<last_name>, an employee of the Company (hereinafter referred to as "Grantee") . 

WITNESSETH: 

WHEREAS, the Humana Inc. 201 1 Stock Incentive Plan (the "Plan") was approved by lhe 

Company's Board of Directors and stockholders; and 

WHEREAS, the Company desires to award to Grantee Restricted Stock Units in accordance with 

the Plan. 

NOW, THEREFORE, in consideration, of the award of Restricted Stock Units lo Grantee, the 

promises and mutual covenants hereinafter set forth, and other good and valuable consideration, the 

Company and Grantee agree as follows: 

I. RESTRICTED STOCK UNIT GRANT 

A. Girant. Subject to the terms and conditions hereinafter set forth, and in accordanoe with 

the provisions of the Plan, the Company hereby grants to Grantee, and Grantee hereby accepts fro m the 

Company <shares_awarded> Performance-Based Restricted Stock Units (the "Restricted Stock Units") 

(whicll represents the target amount of shares available as set out on Appendix A). Each Restricted Stock 

Unit represents the right of Grantee to receive (i,) one (1) Share on the date of distribution provided for in 

Section I.E . In addition, Grantee shall also have the right to reoei,ve all of the cash or in~kind di,vidends that 

are paid with respec,t to the Shares represented by the Restricted Stock Units to which this award relates 

("DERs"). Dividend equivalents with respect to any such Share shall be paid on the same dale that such 

Share is issued to Grantee pursuant lo Section I.E. hereof. The DERs shall be subject to the same terms 

and conditions applicable to the Restri cted Stock Units, indluding, without limitaUon, the restrictions and 

non-transferability, vesting , forfeiture and distribution provisions conlained in Sections I.B through 11.E., 

inclusive, of 111 is Agreement. In the event that the Restricted Stock Units are forfeited pursuant to Section 

I.D. hereof, the related DER shalll also be forfeited. 

B. Restl'iictions and Non-Transferability. The Restricted Stock Units and DERs may not be 

sold, transferred, pledged, assigned or otherwise alienated or hypothecated. In addition, such Restricted 

Stock Units and DERs shall be subject to fortelt1.1re ln aocordanoe with lhe provisions of SectJon I.D. 

C. Vesting of Shares. Subject to the terms set forth below, if as of the third anniversary of 

the Date of Grant (the "Vesting Dat.e" and the period between the Date of Grant and the Vesting Date, a 

"Vesting Period"), Grantee ancl the Company have ach ieved the performance goals to be set forth in 
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A p p e n d ix  A , th e  R e s tric te d  S to c k  U n its  a n d  re la te d  D E R s  s h a ll v e s t to  th e  e x te n t s u c h  p e rfo rm a n c e  g o a ls  h a v e  b e e n  a c h ie v e d . E ffe c tiv e  o n  th e  V e s tin g  D a te , a n y  p o rtio n  o f th e  R e s tric te d  S to c k  U n its  a n d  th e  re la te d  D E R s  fo r w h ic h  th e  p e rfo rm a n c e  g o a ls  s e t fo rth  in  A p p e n d ix  A  h a v e  n o t b e e n  s a tis fie d  s h a ll b e  im m e d ia te ly  fo rfe ite d ; p ro v id e d , h o w e v e r, n o tw ith s ta n d in g  th e  fo re g o in g , u p o n  c e rta in  te rm in a tio n s  o f e m p lo y m e n t (a s  s e t fo rth  b e lo w ), a ll o r a  p o rtio n  o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  w ill v e s t a s  fo llo w s : 1 . U p o n  a  te rm in a tio n  o f G ra n te e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  d u e  to  G ra n te e ’s  d e a th  o r D is a b ility , a ll o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  w ill im m e d ia te ly  v e s t a t ta rg e t le v e l; 2 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , a ll o f th e  u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  w ill im m e d ia te ly  v e s t a t ta rg e t le v e ls ; 3 . U p o n  th e  te rm in a tio n  o f G ra n te e ’s  e m p lo y m e n t d u e  to  R e tire m e n t, [P o s itio n  E lim in a tio n , Wo rk fo rc e  R e d u c tio n ]1  o r a  D iv e s titu re  o f th e  b u s in e s s  to  w h ic h  G ra n te e  p ro v id e s  s e rv ic e s  if th e  C o m p a n y  d o e s  n o t m a in ta in  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n , a  p ro ra te d  p o rtio n  o f th e  R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) th a t w o u ld  h a v e  v e s te d  o n  th e  n e x t s c h e d u le d  V e s tin g  D a te  s h a ll v e s t o n  th e  n e x t s c h e d u le d  V e s tin g  D a te , w ith  th e  p ro ra tio n  to  b e

d e te rm in e d  b y  c a lc u la tin g  th e  p ro d u c t o f (A ) th e  q u o tie n t o f (x ) th e  n u m b e r o f c o m p le te d  m o n th s  G ra n te e  h a s  b e e n  e m p lo y e d  s in c e  th e  D a te  o f G ra n t, d iv id e d  b y  (y ) th e  n u m b e r o f m o n th s  in  th e  c u rre n t re s tric te d  V e s tin g  P e rio d , m u ltip lie d  b y  (B ) th e  to ta l n u m b e r o f R e s tric te d  S to c k  U n its  th a t w o u ld  h a v e  v e s te d  o n  th e  n e x t s c h e d u le d  V e s tin g  D a te  (ta k in g  in to  a c c o u n t a c h ie v e m e n t o f a p p lic a b le  p e rfo rm a n c e  g o a ls ). F o r p u rp o s e s  o f th e  fo re g o in g  c a lc u la tio n , a  m o n th  is  c o m p le te  o n  th e  d a y  in  th e  fo llo w in g  m o n th  th a t c o rre s p o n d s  to  th e  D a te  o f G ra n t; o r 5 . U p o n  th e  te rm in a tio n  o f G ra n te e ’s  e m p lo y m e n t d u e  to  [P o s itio n  E lim in a tio n , Wo rk fo rc e  R e d u c tio n ]2  o r a  D iv e s titu re  o f th e  b u s in e s s  to  w h ic h  G ra n te e  p ro v id e s  s e rv ic e s  if th e  C o m p a n y  m a in ta in s  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n , o r d u e  to  a  tra n s fe r to  a  S tra te g ic  J o in t V e n tu re , G ra n te e  s h a ll c o n tin u e  to  v e s t in  th e  R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) a s  if G ra n te e  re m a in e d  e m p lo y e d  th ro u g h  th e  a p p lic a b le  V e s tin g  D a te  (ta k in g  in to  a c c o u n t a c h ie v e m e n t o f a p p lic a b le  p e rfo rm a n c e  g o a ls ); p ro v id e d  th a t, in  th e  c a s e  o f a  te rm in a tio n  d u e  to  a  D iv e s titu re  o f th e  b u s in e s s , th e  G ra n te e  m u s t re m a in  e m p lo y e d  b y  th e  d iv e s te d  b u s in e s s  o n  th e  a p p lic a b le  V e s tin g  D a te s . F o r th e  a v o id a n c e  o f d o u b t, if th e  G ra n te e ’s  e m p lo y m e n t w ith  th e  a fo re m e n tio n e d

d iv e s te d  b u s in e s s  te rm in a te s  p rio r to  a  V e s tin g  D a te , th e  G ra n te e ’s  u n v e s te d  R e s tric te d  S to c k  U n its  w ill n o  lo n g e r v e s t p u rs u a n t to  th is  S e c tio n  I.C .5  a n d  w ill b e  fo rfe ite d  u p o n  s u c h  te rm in a tio n . D . F o rfe itu re . E x c e p t a s  s e t fo rth  in  S e c tio n  I.C , u p o n  th e  te rm in a tio n  o f G ra n te e 's  e m p lo y m e n t w ith  th e  C o m p a n y  p rio r to  th e  tim e  th e  R e s tric te d  S to c k  U n its  a n d  D E R s  h a v e  v e s te d , th e  R e s tric te d  S to c k  U n its  a n d  D E R s  s h a ll b e  fo rfe ite d  im m e d ia te ly  b y  G ra n te e . 1  N T D : A p p lic a b le  fo r a n n u a l a w a rd s . R e m o v e  fo r n e w  h ire s . 2  N T D : A p p lic a b le  fo r n e w  h ire s . R e m o v e  fo r a n n u a l a w a rd s . - 2  -
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Appendix A, the Restricted Stock Units and related DERs shall vest to the extent such performance goals 

have been achieved. Effective on the Vesting Date, any portion of the Restricted Stock Units and the 

related DERs for which the performance goals set forth in Append ix A have not been satisfied shall be 

immediately forfe ited;. provided, however, notwithstanding the foregoing, upon certain terminations of 

employment (as set forth below), all or a portion of the unvested Restricted Stock Units and DERs will vest 

as follows: 

1. Upon a termination of Grantee's employmenl with the Company due to Grantee's death or 

Disability, all of the unvested Restricted Stock Units and DERs wil l immediately vest at target level; 

2. In the even! of a Change in Control Termination, al l of the unvested Restricted Stock Units 

and DERs wHI immediately vest at target levels; 

3. Upon the termination of Grantee's employment due to Reti rement, (Position Elimination, 

Workforce Reduction] 1 or a Divestiture of the business to which Grantee provides services if the Company 

does not maintain a strategic interest in the divested business, as detennined by the Committee in its sole 

discretion, a prorated portion of the Restricted Stock Units (and re lated DERs} that wou ld have vested on 

the next scheduled Vesting Date shall vest on the next saheduled Vesting Date, with the proration to be 

determined by calculating lhe product of (A) the quolient of (x) the number of completed months Grantee 

has been employed since the Dale of Grant, divided by (y) the number of months In !he current restricted 

Vesting Period, multiplied by (B) the total number of Restricted Stock Units that would have vested on the 

next sch;eduled Vesting Date (taking into account achievement of applicable performance goals). For 

purposes or the foregoing calcu !alion , a month is complete on the day In the following mon ~h that 

corresponds to the Date of Grant; or 

5. Upon the termination of Grantee's employment due to (Position Elimination, Workforce 

Reduction)2 or a Divestiture of the business lo which Grantee provides services if the Company mainta ins 

a strateg ic interest in the divested business, as determined by the Committee in its sole discretion, or due 

to a transfer to a Strategic Joint Venture, Grantee shall continue to vest in the Restricted Stock Units (and 

related DERs) as if Grantee remained employed through the app licable Vesting Date (taking into account 

achievement of applicable performance goals): provided that, in the case of a termination due to a 

Divestiture of the business, the Grantee must remain employed by the divested business on the applicable 

Vesting Dates. For the avoidance of doubt, if the Grantee's employment with the aforementioned divested 

business tenninates prior to a Vesting Date, the Grantee's unvested Restricted Stock Units wi ll no longer 

vest pursuant to this Section I.C.5 and will be forfe ited upon suoh tennination. 

D. Forfeiture. Except as set forth in Section I.C, upon the termination of Grantee's 

employment with the Company prior to the lime the Restricted Stock Units and DERs have vested, the 

Restricted Stock Units and DERs shall be forfeited immediately by Grantee. 

1 NTD: App licable ror annual awards. Remove for new hires. 
1 NTD: pplicable for new hire . Remove for annual award . 
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E . D is trib u tio n s . T h e  C o m p a n y  s h a ll is s u e  to  G ra n te e  (o r, if a p p lic a b le , G ra n te e ’s  e s ta te  o r p e rs o n a l re p re s e n ta tiv e ) S h a re s  (o r s u c h  o th e r s e c u ritie s  o r o th e r p ro p e rty  in to  w h ic h  th e  S h a re s  h a v e  b e e n  c o n v e rte d , w ith  a n y  p a rtia l S h a re s  o r o th e r s e c u ritie s  to  b e  s e ttle d  in  c a s h ) w ith  re s p e c t to  G ra n te e ’s  R e s tric te d  S to c k  U n its  a n d  d iv id e n d  e q u iv a le n ts  a c c ru e d  p u rs u a n t to  th e  D E R s  w ith  re s p e c t to  s u c h  R e s tric te d  S to c k  U n its , w ith in  3 0  d a y s  o f th e  d a te  th a t th e  R e s tric te d  S to c k  U n its  v e s t in  a c c o rd a n c e  w ith  S e c tio n  I.C  h e re o f; p ro v id e d , h o w e v e r, th a t, to  th e  e x te n t th a t th e  R e s tric te d  S to c k  U n its  a re  c o n s id e re d  d e fe rre d  c o m p e n s a tio n  s u b je c t to  S e c tio n  4 0 9 A  o f th e  C o d e  a n d  th e  R e s tric te d  S to c k  U n its  v e s t in  c o n n e c tio n  w ith  G ra n te e ’s  C h a n g e  in  C o n tro l T e rm in a tio n  (d e fin e d  b e lo w ), th e n  u n le s s  th e  C h a n g e  in  C o n tro l is  a  S e c tio n  4 0 9 A  C h a n g e  in  C o n tro l, th e  d is trib u tio n  o f S h a re s  (o r s u c h  o th e r s e c u ritie s  o r o th e r p ro p e rty  in to  w h ic h  th e  S h a re s  h a v e  b e e n  c o n v e rte d ) s h a ll n o t b e  a c c e le ra te d  to  th e  v e s tin g  d a te  b u t s u c h  d is trib u tio n  s h a ll in s te a d  o c c u r b a s e d  o n  th e  V e s tin g  D a te s  s e t fo rth  in  S e c tio n  I.C . h e re o f. A  “S e c tio n  4 0 9 A  C h a n g e  in  C o n tro l” s h a ll m e a n  a  C h a n g e  in  C o n tro l th a t a ls o  c o n s titu te s  a  “c h a n g e  in  o w n e rs h ip  o r e ffe c tiv e  c o n tro l” o f th e  C o m p a n y  o r a  “c h a n g e  in  o w n e rs h ip  o f a  s u b s ta n tia l p o rtio n  o f th e  a s s e ts  o f” th e  C o m p a n y , in  e a c h  c a s e  w ith in  th e

m e a n in g  o f S e c tio n  4 0 9 A  o f th e  C o d e . N o tw ith s ta n d in g  a n y th in g  to  th e  c o n tra ry  c o n ta in e d  h e re in , n o  S h a re s  m a y  b e  tra n s fe rre d  to  a n y  p e rs o n  o th e r th a n  G ra n te e  u n le s s  s u c h  o th e r p e rs o n  d e m o n s tra te s  to  th e  re a s o n a b le  s a tis fa c tio n  o f th e  C o m p a n y  s u c h  p e rs o n ’s  rig h t to  th e  tra n s fe r. F . T a x e s . F e d e ra l, s ta te  a n d  lo c a l in c o m e  a n d  e m p lo y m e n t ta x e s  a n d  o th e r a m o u n ts  a s  m a y  b e  re q u ire d  b y  la w  to  b e  c o lle c te d  b y  th e  C o m p a n y  (“With h o ld in g  T a x e s ”) in  c o n n e c tio n  w ith  th e  d is trib u tio n  o f S h a re s , c a s h  o r o th e r p ro p e rty  o r, to  th e  e x te n t a p p lic a b le , v e s tin g  o f th e  R e s tric te d  S to c k  U n its  o r D E R s  h e re u n d e r, s h a ll b e  p a id  b y  G ra n te e  a t s u c h  tim e . N o tw ith s ta n d in g  th e  fo re g o in g , th e  C o m p a n y  s h a ll w ith h o ld  d e liv e ry  o f a  n u m b e r o f S h a re s  w ith  a  F a ir M a rk e t V a lu e  a s  o f th e  d is trib u tio n  d a te  e q u a l to  th e  With h o ld in g  T a x e s  re q u ire d  to  b e  w ith h e ld  in  c o n n e c tio n  w ith  s u c h  d is trib u tio n . II. A G R E E M E N T  N O T  T O  C O M P E T E  A N D  A G R E E M E N T  N O T  T O  S O L IC IT . G ra n te e  a g re e s  a n d  u n d e rs ta n d s  th a t th e  C o m p a n y ’s  b u s in e s s  is  a  p ro fit-g e n e ra tin g  b u s in e s s  o p e ra tin g  in  a  h ig h ly  c o m p e titiv e  b u s in e s s  e n v iro n m e n t a n d  th a t th e  C o m p a n y  h a s  a  le g itim a te  b u s in e s s  in te re s t in , a m o n g  o th e r th in g s , its  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts  (in c lu d in g  a s  p ro te c te d  in  o th e r a g re e m e n ts  a n d  p o lic ie s  b e tw e e n  th e  C o m p a n y  a n d  G ra n te e ) th a t it is  p ro v id in g  G ra n te e ,

a n d  in  th e  s ig n ific a n t tim e , m o n e y , tra in in g , te a m  b u ild in g  a n d  o th e r e ffo rts  it e x p e n d s  to  d e v e lo p  G ra n te e ’s  s k ills  to  a s s is t in  p e rfo rm in g  G ra n te e ’s  d u tie s  fo r th e  C o m p a n y , in c lu d in g  w ith  re s p e c t to  e s ta b lis h in g , d e v e lo p in g  a n d  m a in ta in in g  th e  g o o d w ill a n d  b u s in e s s  re la tio n s h ip s  w ith  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ) a n d  e m p lo y e e s , e a c h  o f w h ic h  G ra n te e  a g re e s  a re  v a lu a b le  a s s e ts  o f th e  C o m p a n y  to  w h ic h  it h a s  d e v o te d  s u b s ta n tia l re s o u rc e s . G ra n te e  a c k n o w le d g e s  th a t th e  g ra n t G ra n te e  is  re c e iv in g  u n d e r th e  P la n  is  a  m e a n in g fu l w a y  th a t th e  C o m p a n y  e n tru s ts  G ra n te e  w ith  its  g o o d w ill a n d  a lig n s  G ra n te e  w ith  th e  C o m p a n y  o b je c tiv e  o f in c re a s in g  th e  v a lu e  o f th e  C o m p a n y ’s  b u s in e s s . A c c o rd in g ly , G ra n te e  a c k n o w le d g e s  th e  im p o rta n c e  o f p ro te c tin g  th e  v a lu e  o f th e  C o m p a n y ’s  b u s in e s s  th ro u g h , a m o n g  o th e r th in g s , c o v e n a n ts  to  - 3  -
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E. Distributions. The Company shall issue to Grantee (or, if app licabte, Grantee's estate or 

personal representative) Shares (or such other securities or other property into wtiich the Shares have been 

converted, with any partial Shares or other securities to be settled in cash) with respect to Grantee's 

Restricted Stock Units and dividend equivalents accrued pursuant to the DERs with respect to such 

Restricted Stock Units , within 30 days of the date that the Restricted Stock Units vest in accordance with 

Section I.C hereof; provided, however, that, to the extent that the Restricted Stock Units are considered 

deferred compensation s,ubjeot to Section 409A of the Code and the Restricted Stock Units vest in 

connection with Grantee's Change in Control Termination (defined below), then unless the Change in 

Control iS a Section 409A Change in Control, the distribution of Shares (or such other securities or other 

property into which the Shares have been converted) shall not be accelerated to the vesting date but such 

distribution sha ll instead occur based on the Vesting Dates set forth in Section I.C. hereof. A "Section 409A 

Change in Control" shal l mean a Change in Control that ailso cons,titutes a "change in ownersh ip or effective 

control" of the Company or a "change in ownership of a substantial portion of the assets or the Company, 

in each case within the meaning of Section 409A of the Code. Notwithstanding any1hing to lhe contrary 

contained herein, no Shares may be tra nsferred to any person other than Grantee unless such other person 

demonstrates to the reasonable satisfaction of the Company such person's right to the transfer. 

F. Ta:x&s. Federal, state and loca l income and employment taxes and other amounts as may 

be required by law to be collected by the Company ("Withholding Taxes") in connection with the 

distribu tion of Shares, cash or other property or, to the extent applicable, vesting of the Restricted Stock 

Units or DERs hereunder, shall be pa id by Grantee at such time. Notwithstanding the foregoing, the 

Company shalll withhold delivery of a number of Shares with a Fai r Market Value as of the distribution date 

equal to the Withholding Taxes required lo be withheld in connection with such distribution. 

II. AGREEMENT NOT TO COMPETE AND AGREEMENT NOT TO SOLICIT. 

Grantee agrees and understands that the Company's business is a profit-generating business operating in 

a highly oompelithre business environment and that the Company has a legitimate business interest in , 

among other things, its confidentia l info~mation and trade secrets (including as protected in other 

agreements and policies between the Company aind Grantee) that it is providing Grantee, and in the 

signi ficant time, money, training, team bu i'lding, and other efforts it ex:pends to develop Grantee's skills to 

assist in performing Grantee's du ties for the Company, including with respect to establishing, developing 

and maintaining the goodwill and business relationships with Pirotected Relationships (defined below) and 

employees, each of which Grantee agrees are va luable assets of the Company to which it has devoted 

substantial resources. Grantee acknowledges !hat the grant Grantee is receiving under the Plan is a 

meaningful way that the Company entrusts Grantee with its goodwill and aligns Grantee with the Company 

objective of increasing the value of the Company's business. Accordingly, Grantee acknowledges the 

importance of protecting the value of the Company's business through, among, other things, covenants to 
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re s tric t G ra n te e  fro m  e n g a g in g  in  a c tiv itie s  th a t w o u ld  a d v e rs e ly  a ffe c t th e  v a lu e  o f th e  C o m p a n y  a n d  its  g o o d w ill. A . A g re e m e n t N o t to  C o m p e te . G ra n te e  a g re e s  th a t d u rin g  th e  R e s tric te d  P e rio d  (d e fin e d  b e lo w ) a n d  w ith in  th e  R e s tric te d  G e o g ra p h ic  A re a  (d e fin e d  b e lo w ), G ra n te e  w ill n o t, d ire c tly  o r in d ire c tly , p e rfo rm  th e  s a m e  o r s im ila r re s p o n s ib ilitie s  G ra n te e  p e rfo rm e d  fo r th e  C o m p a n y  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e  (d e fin e d  b e lo w ). N o tw ith s ta n d in g  th e  fo re g o in g , G ra n te e  m a y  a c c e p t e m p lo y m e n t w ith  a  C o m p e tito r (d e fin e d  b e lo w ) w h o s e  b u s in e s s  is  d iv e rs ifie d , p ro v id e d  th a t: (1 ) G ra n te e  w ill n o t b e  e n g a g e d  in  w o rk in g  o n  o r p ro v id in g  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  th e  C o m p a n y ’s  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts ; a n d  (2 ) th e  C o m p a n y  re c e iv e s  w ritte n  a s s u ra n c e s  fro m  th e  C o m p e tito r a n d  G ra n te e  th a t a re  s a tis fa c to ry  to  th e  C o m p a n y  th a t G ra n te e  w ill n o t w o rk  o n  o r p ro v id e  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts . In  a d d itio n , n o th in g  in  th is  A g re e m e n t is  in te n d e d  to  p re v e n t G ra n te e  fro m  in v e s tin g  G ra n te e ’s  fu n d s  in  s e c u ritie s  o f a  p e rs o n  e n g a g e d  in  a  b u s in e s s  th a t is  d ire c tly  c o m p e titiv e  w ith  th e  C o m p a n y  if th e  s e c u ritie s  o f s u c h  a  p e rs o n  a re  lis te d  fo r tra d in g  o n  a  re g is te re d  s e c u ritie s  e x c h a n g e  o r a c tiv e ly  tra d e d  in  a n  o v e r-th e -c o u n te r m a rk e t a n d  G ra n te e ’s

h o ld in g s  re p re s e n t le s s  th a n  o n e  p e rc e n t (1 %) o f th e  to ta l n u m b e r o f o u ts ta n d in g  s h a re s  o r p rin c ip a l a m o u n t o f th e  s e c u ritie s  o f s u c h  a  p e rs o n . B . A g re e m e n t N o t to  S o lic it P ro te c te d  R e la tio n s h ip s . D u rin g  th e  R e s tric te d  P e rio d  a n d  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e , G ra n te e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) s o lic it o r a tte m p t to  s o lic it a n y  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ); o r (2 ) in d u c e  o r e n c o u ra g e  a n y  P ro te c te d  R e la tio n s h ip s  to  te rm in a te  a  re la tio n s h ip  w ith  th e  C o m p a n y  o r to  o th e rw is e  c e a s e  to  a c c e p t s e rv ic e s  o r p ro d u c ts  fro m  th e  C o m p a n y . C . A g re e m e n t N o t to  S o lic it E m p lo y e e s . D u rin g  th e  R e s tric te d  P e rio d , G ra n te e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) o r b y  a s s is tin g  o th e rs , s o lic it, re c ru it, h ire , o r e n c o u ra g e  (o r a tte m p t to  s o lic it, re c ru it, h ire  o r e n c o u ra g e ), a n y  C o m p a n y  e m p lo y e e s  o r fo rm e r e m p lo y e e s  w ith  w h o m  G ra n te e  w o rk e d , h a d  b u s in e s s  c o n ta c t, o r a b o u t w h o m  G ra n te e  g a in e d  n o n -p u b lic  o r c o n fid e n tia l in fo rm a tio n  (“E m p lo y e e s  o r F o rm e r E m p lo y e e s ”); (2 ) c o n ta c t o r c o m m u n ic a te  w ith  E m p lo y e e s  o r F o rm e r E m p lo y e e s  fo r th e  p u rp o s e  o f in d u c in g , a s s is tin g , e n c o u ra g in g  a n d /o r fa c ilita tin g  th e m  to  te rm in a te  th e ir e m p lo y m e n t w ith  th e  C o m p a n y  o r fin d  e m p lo y m e n t o r w o rk  w ith  a n o th e r p e rs o n  o r e n tity ; (3 ) p ro v id e  o r p a s s  a lo n g  to  a n y  p e rs o n  o r e n tity  th e  n a m e , c o n ta c t a n d /o r b a c k g ro u n d  in fo rm a tio n

a b o u t a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s  o r p ro v id e  re fe re n c e s  o r a n y  o th e r in fo rm a tio n  a b o u t th e m ; (4 ) p ro v id e  o r p a s s  a lo n g  to  E m p lo y e e s  o r F o rm e r E m p lo y e e s  a n y  in fo rm a tio n  re g a rd in g  p o te n tia l jo b s  o r e n titie s  o r p e rs o n s  to  w o rk  fo r, in c lu d in g  b u t n o t lim ite d  to  jo b  o p e n in g s , jo b  p o s tin g s , o r th e  n a m e s  o r c o n ta c t in fo rm a tio n  o f in d iv id u a ls  o r c o m p a n ie s  h irin g  p e o p le  o r a c c e p tin g  jo b  a p p lic a tio n s ; a n d /o r (5 ) o ffe r e m p lo y m e n t o r w o rk  to  a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s . F o r p u rp o s e s  o f th is  c o v e n a n t, “F o rm e r E m p lo y e e s ” s h a ll re fe r to  e m p lo y e e s  w h o  a re  n o t e m p lo y e d  b y  th e  C o m p a n y  a t th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g , b u t w e re  e m p lo y e d  b y , o r w o rk in g  fo r th e  C o m p a n y  in  th e  th re e  (3 ) m o n th s  p rio r to  th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g  a n d /o r in te rfe re n c e . - 4  -
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restrict Grantee from engaging in activities that would adversely affect the value of the Company and its 

goodwill. 

A. Agreement Not to Compete. Grantee agrees ttiat during the Restricted Period (defined 

be low) and within the Restricted Geographic Area (defined below), Grantee will not, direcUy or indirectly, 

perform the same or similar responsibi lities Grantee performed for the Company in connection with a 

Competitive Product or Service (defined below). Notwithstanding th.e foregoing, Grantee may accept 

employment with a Competi tor (defi ned below) whose business is dive rsified, provided that: (1) Grantee 

wil l not be engaged in working on or providing Competitive Produc,ts or Services, or otherwise use or 

disclose the Company's confidentia l information or trade secrets ; and (2) the Company receives written 

assurances from the Competitor and Grantee that are satisfactory lo the Company that Grantee wi,I1 not 

work. on or provide Competitive Products or Services, or otherwise use or disclose confidential information 

or trade secrets. In addition, nothing iin th is Agreement is intended to pr-event Grantee from investing 

Grantee's funds in securities of a person engaged in a business that is directly competilive with the 

Company if the securities of such a person are listed for trading on a reg istered securities exchange or 

actively traded in an over-the-counter market and Grantee's holdings represent less than one percent (1%) 

of tt,e tota l number of outstanding shares or principal amount of the securities of such a person. 

B. Agreement Not to Solicit Protected Relationships. During the Restricted Period and in 

connection with a Competitive Product or Service, Grantee shall not, individually or jointly with others, 

directly or indirectly: (1) solicit or attempt to solicit any Protected Relationships (defi ned below); or (2) induoe 

or en.courage any Protected Relation.ships to terminate a relationship with the Compan,y or to otherwise 

cease to accept services or products from the Company. 

C. Agreement Not to Sol icit Empl!oyees. During Ile Restricted Period, Grantee shall not, 

individually or jointly with, others, directly or indirecUy: (1) or by assisting others, solicit, recru it, hire, or 

encourage (or attempt to solicit, recruit, hire or encourage), any Company employees or former employees 

with whom Grantee worked , had business contact, or about whom Grantee gained non-public or 

confidential information, ("Employees or Former Employees"); (2) contact or communicate with 

Employees or Former Employees for the purpose of ,inducing, assisting, encow aging and/or facilitating 

them to terminate their employment with the Company or find employment or work with another person or 

entity ; (3) provide or pass along to any person or entity the name, contact and/or bac.l<ground information 

about any Employees or Former Em ployees or provide references or any other information about them: (4) 

provide or pass along to Employees or Former Employees any information regarding potential jobs or 

entities or persons to work for, including but not limited to job openings, job postings, or the names or 

contact information of individuals or companies tiiring people or accepting job applications; and/or (5) offer 

employment or work to any Employees or Former Employees. For purposes of this covenant, "Former 

Employees" shall refer to employees who are not employed by the Company at the time of the attempted 

recru iting or ti iring, but were employed by, or working for the Company in the three (3) months prior to the 

time of the attempted recrui ting or hiring and/or interference. 
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D . E ffe c t o f T e rm in a tio n  o f E m p lo y m e n t o th e r th a n  a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 1 . In  th e  e v e n t G ra n te e  v o lu n ta rily  re s ig n s  o r is  d is c h a rg e d  b y  th e  C o m p a n y  w ith  C a u s e  a t a n y  tim e  p rio r to  th e  v e s tin g  o f th e  R e s tric te d  S to c k  U n it, th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n s  II.A , II.B  a n d  II.C . s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. 2 . In  th e  e v e n t G ra n te e  is  d is c h a rg e d  b y  th e  C o m p a n y  o th e r th a n  w ith  C a u s e , in c lu d in g  in  c o n n e c tio n  w ith  a  Wo rk fo rc e  R e d u c tio n  o r P o s itio n  E lim in a tio n , o r c e rta in  d iv e s titu re  re la te d  te rm in a tio n s , p rio r to  th e  v e s tin g  o f th e  R e s tric te d  S to c k  U n it, th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t d u rin g  th e  p e rio d  o f tim e  fo llo w in g  G ra n te e ’s  te rm in a tio n  e q u a l to  th e  le s s e r o f (x ) th e  R e s tric te d  P e rio d  o r (y ) th e  p e rio d  o f tim e  d u rin g  w h ic h  G ra n te e  is  d e e m e d  to  b e  e n title d  to  s e v e ra n c e  m e a s u re d  b y  th e  s u m  o f (i) th e  n u m b e r o f w e e k s  G ra n te e  is  e n title d  to  s e v e ra n c e  u n d e r th e  C o m p a n y ’s  a p p lic a b le  s e v e ra n c e  p o lic y , p lu s  (ii) a  n u m b e r o f w e e k s  e q u a l to  (A ) th e  v a lu e  o f th e  R e s tric te d  S to c k  U n its  th a t w o u ld  re m a in  o u ts ta n d in g  s u b je c t to  th e  a c h ie v e m e n t o f th e  p e rfo rm a n c e  g o a ls  (o r th e  v a lu e  o f th e  a c c e le ra tio n , if a n y , o f th e  v e s tin g  o f a n y  R e s tric te d  S to c k  U n it a s  a  re s u lt o f G ra n te e ’s  te rm in a tio n  u n d e r th is  A g re e m e n t o r th e  P la n  th a t w o u ld  o th e rw is e  h a v e  b e e n  fo rfe ite d ), w ith  s u c h  v a lu e  m e a s u re d  b y  m u ltip ly in g  th e

n u m b e r o f S h a re s  u n d e rly in g  th e  R e s tric te d  S to c k  U n its . a s s u m in g  ta rg e t p e rfo rm a n c e  h a s  b e e n  a c h ie v e d  (o r b y  th e  n u m b e r o f S h a re s  u n d e rly in g  th e  R e s tric te d  S to c k  U n it th a t b e c o m e  v e s te d  a s  a  re s u lt o f th e  a c c e le ra tio n  o f v e s tin g , if a n y ). b y  th e  p e r S h a re  F a ir M a rk e t V a lu e  o n  th e  L a s t D a y , d iv id e d  b y  (B ) G ra n te e ’s  th e n -c u rre n t w e e k ly  b a s e  s a la ry , p lu s  (iii) a n y  a d d itio n a l p e rio d  th a t th e  C o m p a n y  d e te rm in e s  to  p ro v id e  s e v e ra n c e  to  G ra n te e , in  its  d is c re tio n . 3 . In  th e  e v e n t G ra n te e  is  d is c h a rg e d  b y  th e  C o m p a n y  o th e r th a n  w ith  C a u s e  p rio r to  v e s tin g  h e re in  o f th e  R e s tric te d  S to c k  U n its , th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n s  II.B  a n d  II. C  a b o v e  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. 4 . A fte r th e  v e s tin g  o f th e  R e s tric te d  S to c k  U n it, th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  h e re in  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t, e x c e p t a s  o th e rw is e  p ro v id e d  in  S e c tio n  II.E . E . E ffe c t o f a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 1 . N o tw ith s ta n d in g  a n y th in g  s e t fo rth  in  S e c tio n  II.D , in  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t o n ly  if th e  a c q u ire r o r s u c c e s s o r to  th e  C o m p a n y  fo llo w in g  th e  C h a n g e  in  C o n tro l s h a ll, s o le ly  a t its  o p tio n , p a y , w ith in  th irty  (3 0 ) d a y s  fo llo w in g  G ra n te e 's  e m p lo y m e n t te rm in a tio n  d a te  w ith  th e  C o m p a n y  o r its  s u c c e s s o r, to  G ra n te e  th e  N o n -C o m p e te  P a y m e n t. N o tw ith s ta n d in g

a n y  p re v io u s  a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n  II.A , th e  “N o n - C o m p e te  P a y m e n t” s h a ll b e  a n  a m o u n t a t le a s t e q u a l to  G ra n te e ’s  th e n  c u rre n t a n n u a l b a s e  s a la ry . S u c h  a m o u n t s h a ll b e  in  a d d itio n  to  a n y  o th e r a m o u n ts  p a id  o r p a y a b le  to  G ra n te e  w ith  re s p e c t to  o th e r s e v e ra n c e  p la n s  o r p o lic ie s  m a in ta in e d  b y  th e  C o m p a n y . F o r th e  a v o id a n c e  o f d o u b t, th e  p ro v is io n s  o f th is  S e c tio n  - 5  -
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D. Effect of Termination of Employment other than a Change in Control Termination on 

Agreements Not to Compete and Not to Solicit. 

1. In the event Grantee voluntarily resigns or is discharged by the Company with 

Cau,se at any time prior to the vesling of the Restricted Stock Uni!, the prohibitions on Grantee set forth in 

Sections II.A, 11.8 and 11 .C. shall remain in full force and effect. 

2. In the event Grantee is discharged by the Company otller than with Cause, 

including in connection with a Workforce Reduction or Position Elimination, or certain divesti ture related 

terminations, prio r to the vesting of the Restricted Stock Uni!, the prohibitions set forth in Section II.A shall 

remain in full force and effect duriing tile period of time following Grantee's termination equal to tile lesser 

of (x) the Restricted Period or (y) the period of lime during which Grantee Is deemed to be entitled to 

severance measured by the sum of (i) the number of weeks Grantee is entitled to severance under the 

Company's app l,icable seve ranee policy, plus (ii) a number of weeks equal to (A) the va'lue ofthe Restricted 

Stock Units that would remain outstanding subject to the achievement of the performance goals (or the 

va.l ue of the accel'eration, if any, of the vesting of any Restricted Stock Unit as a result of Grantee's 

termination under this Agreement or the Plan that would otherwise have been forfeited), with such va lue 

measured by multiplying the number of Shares underlying the Reslricted Stock Units. assuming target 

performance has been achieved (or by the number of Shares underlying the Restricted Stock Unit that 

become vested as a res ult of the acceleration of vesting, if any) , by the per Share Fair Market Value on the 

Last Day, divided by (B) Grantee's then-current weekly base sa lary, plus (iii) any additional period that the 

Company determines to provide severance to Grantee, In its discretion. 

3. In the event Grantee is discharg:ed by the Company other than with Cause prio r to 

vesting herein of the Restricted Stock Units, the proh ibitions set forth in Sections 11.B and II. C above shall 

remain in full force and elfect. 

4. After the vesting of the Restricted Stock Unit. the prohibitions on Grantee set forth 

herein shall remain in full fo rce and effect, except as otherwise provided in Section ILE. 

E. 
to Solicit. 

Effect of a Change in Control! Termination on A.g:reements Not to Compete and Not 

1. Notwithstanding anything set forth in Section ILD, in tile event of a Change in 

Control Termination, the prohibitions on Grantee set forth in Section II.A sha ll remain in lu ll force and effect 

on ly if the acquirer or successor to the Gompany following the Change in Control sha ll, solely at its option, 

pay, wiih in thirty (30) days following Grantee's employment termination date with the Company or its 

successor, to Grantee the Non-Compete Payme.nt. Notwithstanding any previous agreement between 

Grantee and the Company relating to the prohibitions on Grantee set forth in Section II.A, the ·Non­

Compete Payment" shall be an amount at least equa l to Grantee's then current annual base salary. Such 

amount shall be in addition to any other amounts paid or payable to Grantee wfth respect to other severance 

plans or policies maintained by ltie Company. For the avoidance of doubt, the provisions of this Section 
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II.E  s h a ll s u p e rs e d e  a n y  a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n  II.A , w ith  th e  e x c e p tio n  o f a n y  s im ila r a g re e m e n t c o n ta in e d  in  (i) a n y  e m p lo y m e n t a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y , (ii) a n y  a g re e m e n t b e tw e e n  G ra n te e  a n d  th e  C o m p a n y  n o t re la te d  to  th e  e m p lo y m e n t o f G ra n te e  b y  th e  C o m p a n y , (iii) a n y  s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y  a n d  (iv ) a n y  c h a n g e  in  c o n tro l s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y . 2 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  G ra n te e  s e t fo rth  in  S e c tio n s  II.B . a n d  II.C . s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. F . G o v e rn in g  L a w . N o tw ith s ta n d in g  a n y  o th e r p ro v is io n  h e re in  to  th e  c o n tra ry , th e  p ro v is io n s  o f th is  S e c tio n  II o f th e  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  C o m m o n w e a lth  o f K e n tu c k y  w ith o u t re g a rd  to  its  c o n flic ts  o r c h o ic e  o f la w s  ru le s  o r p rin c ip le s  th a t m ig h t o th e rw is e  re fe r c o n s tru c tio n  o r in te rp re ta tio n  o f th is  S e c tio n  II to  th e  s u b s ta n tiv e  la w  o f a n o th e r ju ris d ic tio n . G . In ju n c tiv e  R e lie f; In v a lid ity  o f A n y  P ro v is io n . G ra n te e  a c k n o w le d g e s  th a t (1 ) h is  o r h e r s e rv ic e s  to  th e  C o m p a n y  a re  o f a  s p e c ia l, u n iq u e  a n d  e x tra o rd in a ry  c h a ra c te r, (2 ) h is  o r h e r p o s itio n  w ith  th e  C o m p a n y  w ill p la c e  h im  o r h e r in  a  p o s itio n  o f c o n fid e n c e  a n d  tru s t w ith  re s p e c t to  th e  o p e ra tio n s  o f th e  C o m p a n y , (3 ) h e  o r s h e  w ill b e n e fit fro m

c o n tin u e d  e m p lo y m e n t w ith  th e  C o m p a n y , (4 ) th e  n a tu re  a n d  p e rio d s  o f re s tric tio n s  im p o s e d  b y  th e  c o v e n a n ts  c o n ta in e d  in  th is  S e c tio n  II a re  fa ir, re a s o n a b le  a n d  n e c e s s a ry  to  p ro te c t th e  C o m p a n y , (5 ) th e  C o m p a n y  w o u ld  s u s ta in  im m e d ia te  a n d  irre p a ra b le  lo s s  a n d  d a m a g e  if G ra n te e  w e re  to  b re a c h  a n y  o f s u c h  c o v e n a n ts , a n d  (6 ) th e  C o m p a n y ’s  re m e d y  a t la w  fo r s u c h  a  b re a c h  w ill b e  in a d e q u a te . A c c o rd in g ly , G ra n te e  a g re e s  a n d  c o n s e n ts  th a t th e  C o m p a n y , in  a d d itio n  to  th e  re c o v e ry  o f d a m a g e s  a n d  a ll o th e r re m e d ie s  a v a ila b le  to  it, a t la w  o r in  e q u ity , s h a ll b e  e n title d  to  s e e k  b o th  p re lim in a ry  a n d  p e rm a n e n t in ju n c tio n s  to  p re v e n t a n d /o r h a lt a  b re a c h  o r th re a te n e d  b re a c h  b y  G ra n te e  o f a n y  c o v e n a n t c o n ta in e d  in  S e c tio n  II h e re o f. If a n y  p ro v is io n  o f th is  S e c tio n  II is  d e te rm in e d  b y  a  c o u rt o f c o m p e te n t ju ris d ic tio n  to  b e  in v a lid  in  w h o le  o r in  p a rt, it s h a ll b e  d e e m e d  to  h a v e  b e e n  a m e n d e d , w h e th e r a s  to  tim e , a re a  c o v e re d  o r o th e rw is e , a s  a n d  to  th e  e x te n t re q u ire d  fo r its  v a lid ity  u n d e r a p p lic a b le  la w , a n d  a s  s o  a m e n d e d , s h a ll b e  e n fo rc e a b le . T h e  p a rtie s  fu rth e r a g re e  to  e x e c u te  a ll d o c u m e n ts  n e c e s s a ry  to  e v id e n c e  s u c h  a m e n d m e n t. III. M IS C E L L A N E O U S  P R O V IS IO N S  A . B in d in g  E ffe c t &  A d ju s tm e n t. T h is  A g re e m e n t s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  e a c h  s u c c e s s o r a n d  a s s ig n  o f th e  C o m p a n y . G ra n te e ’s  o b lig a tio n s  h e re u n d e r

s h a ll n o t b e  a s s ig n a b le  to  a n y  o th e r p e rs o n  o r e n tity . It is  th e  in te n t o f th e  p a rtie s  to  th is  A g re e m e n t th a t th e  b e n e fits  o f a n y  a p p re c ia tio n  o f th e  u n d e rly in g  S h a re s  d u rin g  th e  te rm  o f th e  A w a rd  s h a ll b e  p re s e rv e d  in  a n y  e v e n t, in c lu d in g  b u t n o t lim ite d  to  a  re c a p ita liz a tio n , m e rg e r, c o n s o lid a tio n , re o rg a n iz a tio n , s to c k  d iv id e n d , s to c k  s p lit, re v e rs e  s to c k  s p lit, s p in -o ff o r s im ila r tra n s a c tio n , o r o th e r c h a n g e  in  c o rp o ra te  s tru c tu re  a ffe c tin g  th e  S h a re s , a s  m o re  fu lly  d e s c rib e d  in  S e c tio n s  4 .6  a n d  1 1  o f th e  P la n . A ll o b lig a tio n s  im p o s e d  u p o n  G ra n te e  a n d  a ll rig h ts  g ra n te d  to  G ra n te e  a n d  to  th e  C o m p a n y  s h a ll b e  b in d in g  u p o n  G ra n te e 's  h e irs  a n d  le g a l re p re s e n ta tiv e s . - 6  -
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I1.E shall supersede any agreement between Grantee and the Company relating to the prohibitions on 

Grantee set forth in Section II.A, with the exception of any similar agreement contained in (i) any 

employment agreement between Grantee and the Comp.;iny, (i i) any agreement between Grantee and the 

Company not related to the employment of Grantee by the Company, (iii) any severance plan or policy of 

the Company and (iv) any change in control severance plan or policy of the Company. 

2. In itie event of a Change in Control Termination, the prohibitions on Grantee set 

forth in Sections 11.B. and 11.c. shall remain In fulll force and effect. 

F. Governing; Law. Notwithstanding any other provision herein to the contrary, the provisions 

of this Section II of the Agreement shall be governed by, and construed in accordance with, the laws of the 

Commonwealth of Kentucky without regard to its confli cts or choice of laws rules or principles tha t might 

otherwise refer construction or interpretation of this Section II to the substanUve l'aw of another jurisdiction. 

G. Injunctive Relief; Invalidity of Any Provision. Grantee acknowledges that (1) his or her 

services to the Company are of a special, unique and extraord inary Ciharacter, {2) his or her position with 

the Company will place him or her in a position of confidence and trust with respect to the operations of the 

Company, (3) he or she will benefit from continued employment with the Company, (4) the nature and 

periods of restrictions imposed by the covenants conta ined in this Section II are fair, reasonable and 

necessary to protect the Company, (5) the Company wou ld sustain immediate and irreparable loss and 

damage if Grantee were to breach any of such covenants, and (6) the Company's remedy at law for such 

a breach will be inadequate. Accordingly, Grantee agrees and: consents that the Company, in add ition to 

the recovery of damages and all other remedies available to it, at law or In eq1:1ity, shall oe entitled to seek 

both preliminary and permanent injunctions to prevent and/or halt a breach or threatened breach by Grantee 

of any covenant contained in Section II h.ereot If any provision of lhiS Section II is determined by a court 

of competent ju~isdiction to oe invalid in whole or in part, it shall be deemed to have been amended, whelher 

as to time,. area covered or otherwise, as and t.o the extent required for rts validity under app licable law. and 

as so amended, shall be enforceable. The parties further agree to execute all documents necessary to 

evidence such amendment. 

Ill. MISCELLANEOUS PROVISIONS 

A. !Binding Effect & Adjustment. This Agreement sha ll be binding and conclusive upon 

each successor and assign of the Company. Grantee's obligations hereunder shall not be assignable lo 

any other person or entity. It is the intent of the parties to this Agreement ltlat the benefits of any appreciation 

of the undertying Shares during the term of the Award shall be preserved in any event, including out not 

limited to a recapitalization , merger, consolidation, reorganrzaHon, stock dividend, stock split, reverse stock 

split, spin-off or similar transaction, or other change in corporate structure affecting the Shares, as more 

fully described in Sections 4.6 and 11 of the Plan. Al l obligations imposed upon Grantee and all rights 

granted to Grantee and to the Company shall be binding upon Grantee's heirs and legal representatives. 
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B . A m e n d m e n t. T h is  A g re e m e n t m a y  o n ly  b e  a m e n d e d  b y  a  w ritin g  e x e c u te d  b y  e a c h  o f th e  p a rtie s  h e re to . C . G o v e rn in g  L a w . E x c e p t a s  to  m a tte rs  o f fe d e ra l la w  a n d  th e  p ro v is io n s  o f S e c tio n  II h e re o f, th is  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  S ta te  o f D e la w a re  w ith o u t re g a rd  to  its  c o n flic t o f la w s  ru le s . T h is  A g re e m e n t s h a ll a ls o  b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  te rm s  o f th e  P la n . D . N o  E m p lo y m e n t A g re e m e n t. N o th in g  h e re in  c o n fe rs  o n  G ra n te e  a n y  rig h ts  w ith  re s p e c t to  th e  c o n tin u a n c e  o f e m p lo y m e n t o r o th e r s e rv ic e  w ith  th e  C o m p a n y , n o r w ill it in te rfe re  w ith  a n y  rig h t th e  C o m p a n y  w o u ld  o th e rw is e  h a v e  to  te rm in a te  o r m o d ify  th e  te rm s  o f G ra n te e 's  e m p lo y m e n t o r o th e r s e rv ic e  a t a n y  tim e . E . S e v e ra b ility . If a n y  p ro v is io n  o f th is  A g re e m e n t is  o r b e c o m e s  o r is  d e e m e d  in v a lid , ille g a l o r u n e n fo rc e a b le  in  a n y  re le v a n t ju ris d ic tio n , o r w o u ld  d is q u a lify  th is  A w a rd  u n d e r a n y  la w  d e e m e d  a p p lic a b le  b y  th e  C o m m itte e , s u c h  p ro v is io n  s h a ll b e  c o n s tru e d  o r d e e m e d  a m e n d e d  to  c o n fo rm  to  a p p lic a b le  la w s  o r if it c a n n o t b e  c o n s tru e d  o r d e e m e d  a m e n d e d  w ith o u t, in  th e  d e te rm in a tio n  o f th e  C o m m itte e , m a te ria lly  a lte rin g  th e  in te n t o f th e  P la n , it s h a ll b e  s tric k e n  a n d  th e  re m a in d e r o f th e  A g re e m e n t s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. F . D e fin e d  T e rm s . 1 . A n y  te rm  u s e d  h e re in  a n d  n o t o th e rw is e  d e fin e d  h e re in  s h a ll h a v e  th e

s a m e  m e a n in g  a s  in  th e  P la n . A n y  c o n flic t b e tw e e n  th is  A g re e m e n t a n d  th e  P la n  w ill b e  re s o lv e d  in  fa v o r o f th e  P la n . A n y  d is p u te s  o r q u e s tio n s  o f rig h t o r o b lig a tio n  w h ic h  s h a ll re s u lt fro m  o r re la te  to  a n y  in te rp re ta tio n  o f th is  A g re e m e n t s h a ll b e  d e te rm in e d  b y  th e  C o m m itte e . A n y  s u c h  d e te rm in a tio n  s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  G ra n te e  a n d  a n y  p e rs o n  o r p e rs o n s  c la im in g  th ro u g h  G ra n te e  a s  to  a n y  rig h ts  h e re u n d e r. 2 . F o r th e  p u rp o s e s  o f th is  A g re e m e n t, th e  fo llo w in g  te rm s  s h a ll h a v e  th e  fo llo w in g  m e a n in g : (i) “C h a n g e  in  C o n tro l T e rm in a tio n ” m e a n s , in  th e  e v e n t u n v e s te d  R e s tric te d  S to c k  U n its  a n d  D E R s  a re  a s s u m e d , c o n v e rte d , c o n tin u e d  o r s u b s titu te d  in  c o n n e c tio n  w ith  a  C h a n g e  in  C o n tro l, if th e  e m p lo y m e n t o f G ra n te e  is  te rm in a te d  w ith in  tw o  (2 ) y e a rs  fo llo w in g  th e  C h a n g e  in  C o n tro l (i) b y  th e  C o m p a n y  o r its  a c q u ire r o r s u c c e s s o r fo r a n y  re a s o n  o th e r th a n  C a u s e  o r (ii) b y  G ra n te e  w ith  G o o d  R e a s o n . (ii) “C o m p e titiv e  P ro d u c t o r S e rv ic e ” m e a n s  a n y  p ro d u c t, p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) o f a n y  p e rs o n  o r o rg a n iz a tio n  o th e r th a n  th e  C o m p a n y  th a t is  th e  s a m e  a s , s im ila r to , o r c o m p e te s  w ith , a  p ro d u c t, p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) u p o n  w h ic h  G ra n te e  w o rk e d  o r fo r w h ic h  G ra n te e  h a d  re s p o n s ib ilitie s  a t th e  C o m p a n y  d u rin g  th e  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y  (a s  d e fin e d

b e lo w ). (iii) “C o m p e tito r” m e a n s  G ra n te e  o r a n y  o th e r p e rs o n  o r o rg a n iz a tio n  e n g a g e d  in , o r a b o u t to  b e c o m e  e n g a g e d  in , re s e a rc h  o r d e v e lo p m e n t, p ro d u c tio n , m a rk e tin g , le a s in g , s e llin g , o r s e rv ic in g  o f a  C o m p e titiv e  P ro d u c t o r S e rv ic e . - 7  -
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B. 

parties hereto. 

Amendment. This Agreement may only be amended by a writing executed by each of the 

C. Governing, Law. Except as to matters of federal law and the provisions of Section II 

hereof. this Agreement shall be governed by, and construed in acoordance with, the laws of the State of 

Delaware without regard to ,its conflict of laws rules. Th is Agreement shall also be governed by, and 

construed in accordanoe with , the terms of the Plan. 

D. No Employment Agreement. Nothing herein confers on Grantee any rights with respect 

to the continuance of employment or other service with the Company, nor will it interfere with any right the 

Company would otherwise have to terminate or modify the terms of Grantee's empl:oyment or other service 

at any time. 

E. Severabilitv. If any provision of this Agreement is or becomes or is deemed invalid, illegal 

or unenforoeable in any relevant jurisdiction, or would disqualify this Award under any law deemed 

applicable by the Committee, such provision shall be construed or deemed amended to conform to 

applicable laws or if it. cannot be construed or deemed amended without. in the determination of the 

Committee, material ly a ltering the intent of the Plan, it shall be stricken and the remainder of the Agreement 

shall remain in ful l force and •effect. 

F. Defined Terms. 

1. Any term used herein and not otherw~se defined herein shall have the same meaning as in 

the Plan. Any conflict between th is Agreement and the Plan will be resolved in favor of the Plan. Any 

disputes or questions of light or obligation which shall result from or relate lo any interpretation of IJiis 

Agreement shall be determined by the Committee. Any such determination shall be binding and conclusive 

upon Grantee and any person or persons claiming through Grantee as to any rights hereunder. 

2. For the purposes of lh is Agreement, the followingi terms shall have the following meaning: 

(i) "Cha.nge In Control Termination" means, in the event unvested Restricted Stock Units and 

DERs are assumed, converted , continued or substituted in connection with a Change in 

Control, if the employment of Grantee is terminated within two (2) years following the Change 

in Control (i ) by !he Company or its acquirer or sucoessor for any reason other than Gause or 

(ii) by Grantee with Good Reason,. 

(ii) "Competitive Product or Service" means any product, process, system or service (in 

existence or under development) of any person or organization other than the Company that is 

lhe same as, simllar to, or competes with, a product. process, system or service (in existence 

or under development) upon which Grantee worked or for which Grantee had responsibilities 

ai the Company during the twenty-four (24) months prior to lhe Last Day (as defined below). 

(iii) "Competitor" means Grantee or any other person or organization engaged in , or about to 

become engaged in, research or development, production, marketing, leasing, selling, or 

servicing of a Competitive Product or Service. 
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(iv ) “D iv e s titu re ” m e a n s  th e  s a le  o r o th e r tra n s fe r o f e q u ity  s e c u ritie s  o f a  S u b s id ia ry  to  a  p e rs o n  o r e n tity  o th e r th a n  th e  C o m p a n y  o r a n  a ffilia te  o f th e  C o m p a n y , o r if a  S u b s id ia ry  le a s e s , e x c h a n g e s  o r tra n s fe rs  a ll o r a n y  p o rtio n  o f its  a s s e ts  to  s u c h  a  p e rs o n  o r e n tity , th e n  th e  C o m m itte e  m a y  s p e c ify  th a t s u c h  tra n s a c tio n  o r e v e n t c o n s titu te s  a  “D iv e s titu re ”. (v ) “G o o d  R e a s o n ” s h a ll m e a n , u n le s s  o th e rw is e  d e fin e d  in  a  w ritte n  e m p lo y m e n t a g re e m e n t in  e ffe c t b e tw e e n  th e  C o m p a n y  o r a n y  o f its  S u b s id ia rie s  a n d  G ra n te e , th e  re lo c a tio n  o f G ra n te e ’s  o ffic e  a t w h ic h  G ra n te e  is  to  p e rfo rm  h is  o r h e r d u tie s  to  a  lo c a tio n  m o re  th a n  th irty  (3 0 ) m ile s  fro m  th e  lo c a tio n  a t w h ic h  G ra n te e  p e rfo rm e d  h is  o r h e r d u tie s  p rio r to  a  C h a n g e  in  C o n tro l. (v i) “L a s t D a y ” m e a n s  G ra n te e ’s  la s t d a y  o f e m p lo y m e n t w ith  th e  C o m p a n y  re g a rd le s s  o f th e  re a s o n  fo r G ra n te e ’s  s e p a ra tio n . (v ii) “P o s itio n  E lim in a tio n ” m e a n s  th e  e lim in a tio n  o f G ra n te e ’s  p o s itio n . (v iii) “P ro te c te d  R e la tio n s h ip ” m e a n s  p o lic y h o ld e rs , a g e n ts , b ro k e rs , d e a le rs , d is trib u te rs , s o u rc e s  o f s u p p ly  o r c u s to m e rs  w ith  w h o m , w ith in  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y , G ra n te e , d ire c tly  o r in d ire c tly  (e .g ., th ro u g h  e m p lo y e e s  w h o m  G ra n te e  s u p e rv is e d ) h a d  m a te ria l b u s in e s s  c o n ta c t a n d /o r a b o u t w h o m  G ra n te e  o b ta in e d  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts . (ix ) “R e s tric te d  G e o g ra p h ic  A re a ” m e a n s  th e  te rrito ry  (i.e .: (i) s ta te (s ), (ii) c o u n ty (ie s ), o r (iii) c ity (ie s )) in  w h ic h , d u rin g  th e  tw e n ty -

fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y , G ra n te e  p ro v id e d  m a te ria l s e rv ic e s  o n  b e h a lf o f th e  C o m p a n y  (o r in  w h ic h  G ra n te e  s u p e rv is e d  d ire c tly , in d ire c tly , in  w h o le  o r in  p a rt, th e  s e rv ic in g  a c tiv itie s ). (x ) “R e s tric te d  P e rio d ” m e a n s  th e  p e rio d  o f G ra n te e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  a n d  a  p e rio d  o f tw e lv e  (1 2 ) m o n th s  a fte r th e  L a s t D a y . G ra n te e  re c o g n iz e s  th a t th e  d u ra tio n a l te rm  is  re a s o n a b ly  a n d  n a rro w ly  ta ilo re d  to  th e  C o m p a n y ’s  le g itim a te  b u s in e s s  in te re s t a n d  n e e d  fo r p ro te c tio n  w ith  e a c h  p o s itio n . (x i) “S tra te g ic  J o in t V e n tu re ” m e a n s  a  b u s in e s s  a rra n g e m e n t e n te re d  in to  b y  th e  C o m p a n y  w ith  o n e  o r m o re  o th e r p a rtie s  to  o w n  a n d  o p e ra te  a n  e n tity  in  w h ic h  th e  C o m p a n y  c o n tin u e s  to  h a v e  a  s tra te g ic  in te re s t. (x ii) “Wo rk fo rc e  R e d u c tio n ” m e a n s  a  re d u c tio n  in  fo rc e , a s  d e te rm in e d  b y  th e  C o m p a n y  in  a c c o rd a n c e  w ith  its  s ta n d a rd  c o d in g  p ro c e d u re s . G . E x e c u tio n . If G ra n te e  s h a ll fa il to  e x e c u te  th is  A g re e m e n t, e ith e r m a n u a lly  w ith  a  p a p e r d o c u m e n t, o r th ro u g h  th e  o n lin e  g ra n t a g re e m e n t p ro c e d u re  w ith  th e  C o m p a n y ’s  d e s ig n a te d  b ro k e r– d e a le r, a n d , if m a n u a lly  e x e c u te d , re tu rn  th e  e x e c u te d  o rig in a l to  th e  S e c re ta ry  o f th e  C o m p a n y , th e  A w a rd  s h a ll b e  n u ll a n d  v o id . T h e  c h o ic e  o f fo rm  w ill b e  a t th e  C o m p a n y ’s  d is c re tio n . H . S e c tio n  4 0 9 A . A ll R e s tric te d  S to c k  U n its  g ra n te d  p u rs u a n t to  th is  A g re e m e n t a re  in te n d e d  e ith e r to  b e  e x e m p t fro m  S e c tio n  4 0 9 A  o f th e  C o d e , o r, if s u b je c t to

S e c tio n  4 0 9 A  o f th e  C o d e , to  b e  a d m in is te re d , o p e ra te d  a n d  c o n s tru e d  in  c o m p lia n c e  w ith  S e c tio n  4 0 9 A  o f th e  C o d e  a n d  a n y  g u id a n c e  is s u e d  th e re u n d e r. T h is  A g re e m e n t a n d  th e  P la n  s h a ll b e  a d m in is te re d  in  a  m a n n e r c o n s is te n t w ith  th is  - 8  -
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(iv) "Divestiture" means the sale or other transfer of equ,ity securities of a Subsidiary to a person 

or entity other than the Company or an affi liate of the Company, or if a Subsidiary leases, 

exchanges or transfers all or any portion of its assets to such a person or enlity, then the 

Committee may specify that such transaction or event constitutes a "Divestiture". 

(v) "Good iReason" shall mean, unless otherwise defined in a w ri tten employment agreement in 

effect t>etween the Company or any of its Subsidiaries and Grantee, the retocalion of Grantee's 

oflioe at which Grantee is to perfonn his or her duties to a location more than thirty (30) miles 

from the location at which Grantee performed his or her dubes prior to a Change in Control. 

(vi) "Last Day• means Grantee's last day of employment with the Company regardless of the 

reason for Grantee's sepa,ralion,. 

(vii) "Position Elimination· means the elimination of Grantee's position. 

(viii) "Protected Relationship" means policyholders, agents, brokers, dealers, distributers , 

sources of supply or customers with whom, within twenty-four (24) months prior to the Last 

Day, Grantee. directly or indirectly (e.g., through employees whom Gra ntee supervised) had 

material t>usiness contact and/or at>out whom Grantee obtained confidential information and 

trade secrets. 

(ix) "Restricted Geographic Area· means the territory (I.e. : (I} state(s), (ii) county(ies), or (ill) 

aity(ies)) in which, during the twenty-four (24) months prior to 1he Last Day, Grantee provi.ded 

material services on behalf of the Company (or in wtilah Grantee supervised direcUy, indirecUy, 

in Whole or in part, the servicing activities). 

(x) "Restricted Period" means the period of Grantee's employment with the Company and a 

period of twelve (12) months after the Last Day. Grantee recognizes that tlle durational lem1 

is reasonably and narrowly ta ilored to the Company's legHimale business interest and need for 

protection with each position. 

(xi) "Strategic Joint Venture" means a business arra ng1ement entered :into by the Company with 

one or more other parties to own and operate an entity in wh,ich the Company continues to 

have a strategic interest. 

(xii) "Workforce Reduction" means a reduction in force, as determined by the Company in 

accordance with its standard coding procedures. 

G. ElCecution. If Grantee shall fail to execute th is Agreement. either manually with a paper 

document, or through lhe online grant agreement procedure with the Company's designated broker-dealer, 

and, if manually executed, retu rn the executed original to th.e Secretary of the Company, the Award shall t>e 

null and void. Toe choice of form will t>e al the Company's discretion. 

Hi. Section 409A. All Restricted Stock Unrts granted pursuant to this Agreement are intended 

either to be exempt from Section 409A of the Code, or, if subject to Section 409A of the Code, lo be 

administered, operated and construed in compliance with Section 409A of the Code and any guidance 

issued thereunder. This Agreement and the Plan shall be administered In a manner consistent with th is 

- 8 -



 

in te n t a n d  a n y  p ro v is io n  th a t w o u ld  c a u s e  th e  A g re e m e n t o r P la n  to  fa il to  s a tis fy  th e  firs t s e n te n c e  o f th is  s e c tio n  s h a ll h a v e  n o  fo rc e  a n d  e ffe c t. N o tw ith s ta n d in g  a n y th in g  c o n ta in e d  h e re in  to  th e  c o n tra ry , R e s tric te d  S to c k  U n its  (a n d  re la te d  D E R s ) th a t (a ) c o n s titu te  “n o n q u a lifie d  d e fe rre d  c o m p e n s a tio n ” a s  d e fin e d  u n d e r S e c tio n  4 0 9 A  o f th e  C o d e  a n d  (b ) v e s t a s  a  c o n s e q u e n c e  o f G ra n te e ’s  te rm in a tio n  o f e m p lo y m e n t, s h a ll n o t b e  d e liv e re d  u n til th e  d a te  th a t G ra n te e  in c u rs  a  “s e p a ra tio n  fro m  s e rv ic e ” w ith in  th e  m e a n in g  o f S e c tio n  4 0 9 A  o f th e  C o d e  (o r, if G ra n te e  is  a  “s p e c ifie d  e m p lo y e e ” w ith in  th e  m e a n in g  o f S e c tio n  4 0 9 A  o f th e  C o d e  a n d  a n y  g u id a n c e  is s u e d  th e re u n d e r, th e  d a te  th a t is  s ix  m o n th s  a n d  o n e  d a y  fo llo w in g  th e  d a te  o f s u c h  “s e p a ra tio n  fro m  s e rv ic e ” (o r o n  th e  d a te  o f G ra n te e ’s  d e a th , if e a rlie r)). In  a d d itio n , e a c h  a m o u n t to  b e  p a id  o r b e n e fit to  b e  p ro v id e d  to  G ra n te e  p u rs u a n t to  th is  A g re e m e n t th a t c o n s titu te s  d e fe rre d  c o m p e n s a tio n  s u b je c t to  S e c tio n  4 0 9 A  o f th e  C o d e , s h a ll b e  c o n s tru e d  a s  a  s e p a ra te  id e n tifie d  p a y m e n t fo r p u rp o s e s  o f S e c tio n  4 0 9 A  o f th e  C o d e . - 9  -
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intent and any provi sion that would cause the Agreement or Plan to fail to satisfy the fi rst sentence of lhis 

section shall have no force and effect. Notwithstanding anything contained herein to the contrary, Restricted 

Stock Units (and related DERs) that (a) constitute "nonqu!alified deferred compensation" as defined under 

Section 409A of the Code and (b) vest as a consequence of Grantee's te rminallon of employment, sha ll not 

be delivered until lhe date that Grantee incu rs a "separation from service" within the mean ing of Section 409A 

of the Code (or, if Grantee i,s a "specified employee· within the meaning of Section 409A of the Code and 

any guidance issued thereunder, the date tha t is six months and one day following the date or such 

"separation from service" (or on the date of Grantee's death, if earlier)). In addition, each amount to be paid 

or benefit to be provided to Grantee pursuant to thi.s Agreement that constitutes deferred compensation 

su,bject to Section 409A of the Code, shal!I be construed as a separate identified payment for purposes of 

Section 409A of the Code. 
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IN  WIT N E S S  WH E R E O F , C o m p a n y  h a s  c a u s e d  th is  A g re e m e n t to  b e  e x e c u te d  o n  its  b e h a lf b y  its  d u ly  a u th o riz e d  o ffic e r, a n d  G ra n te e  h a s  e x e c u te d  th is  A g re e m e n t, e a c h  a s  o f th e  d a y  firs t a b o v e  w ritte n . "C o m p a n y " A T T E S T : H U M A N A  IN C . B Y : B Y : J O S E P H  C . V E N T U R A  B R U C E  D . B R O U S S A R D  C h ie f L e g a l O ffic e r &  C o rp o ra te  S e c re ta ry  P re s id e n t &  C h ie f E x e c u tiv e  O ffic e r “G ra n te e ” < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e >  - 1 0  -
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IN WITNESS WHEREOF, Company has caused this Agreement to be executed on ilS behalf by ils du,ly 

authorized officer, and Grantee has executed this Agreement, each as of the day firsl above written. 

"Company" 

ATTEST: HUMANA INC. 

BY: _______________ _ BY:. ____________ _ 

JOSEPH C. VENTURA BRUCE D. BROUSSARD 
Ch ief legal Officer & Corporate Secretary President & Chief Executive Officer 

"Grantee" 

<first_name> <middle_name> <fast_name> 

- 10 -



 

A P P E N D IX  A  P a y o u t M a trix  fo r P e rfo rm a n c e -B a s e d  R e s tric te d  S to c k  U n its  T h e  < s h a re s _ a w a rd e d >  R e s tric te d  S to c k  U n its  re p re s e n t th e  ta rg e t n u m b e r o f s h a re s  o f c o m m o n  s to c k  th a t c o u ld  p o te n tia lly  b e  e a rn e d  o n  th e  V e s tin g  D a te  if th e  b e lo w  s tra te g ic  m e a s u re  is  a c h ie v e d  a t th e  ta rg e t le v e l. P e rfo rm a n c e  a b o v e  o r b e lo w  th e  ta rg e t le v e l w ill y ie ld  v e s tin g  o f a  d iffe re n t a m o u n t o f s h a re s  o f c o m m o n  s to c k , a c c o rd in g  to  th e  fo llo w in g  m a trix :
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APPENDIX A 

IPayourt MatrilC for Performance-Based Restrict.ad Stock Units 

The <shares_awarded> Restricted Stock Units represent the ta rget number of shares of common stock 
that oould potentially be earned on the Vesting Date if the below strategic measure is ac!h ieved at the 
target leve l. Performance above or below the target level will yie,ld vesting of a different amount of shares 
of common stook, according to the following matrix; 
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E x h ib it 1 0 (h h ) H U M A N A  IN C . IN C E N T IV E  S T O C K  O P T IO N  A G R E E M E N T  A N D  A G R E E M E N T  N O T  T O  C O M P E T E  O R  S O L IC IT  U N D E R  T H E  2 0 1 1  S T O C K  IN C E N T IV E  P L A N  T H IS  A G R E E M E N T  (“A g re e m e n t”) m a d e  a s  o f < a w a rd _ d a te >  (th e  “D a te  o f G ra n t”) b y  a n d  b e tw e e n  H U M A N A  IN C ., a  c o rp o ra tio n  d u ly  o rg a n iz e d  a n d  e x is tin g  u n d e r th e  la w s  o f th e  S ta te  o f D e la w a re  (h e re in a fte r re fe rre d  to  a s  th e  "C o m p a n y "), a n d  < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e > , a n  e m p lo y e e  o f th e  C o m p a n y  (h e re in a fte r re fe rre d  to  a s  "O p tio n e e "). WIT N E S S E T H  WH E R E A S , th e  H u m a n a  In c . 2 0 1 1  S to c k  In c e n tiv e  P la n  (th e  "P la n "), w a s  a p p ro v e d  b y  th e  C o m p a n y ’s  B o a rd  o f D ire c to rs  a n d  s to c k h o ld e rs ; a n d  WH E R E A S , th e  C o m p a n y  d e s ire s  to  g ra n t to  O p tio n e e  a n  o p tio n  to  p u rc h a s e  s h a re s  o f c o m m o n  s to c k  o f th e  C o m p a n y  in  a c c o rd a n c e  w ith  th e  P la n ; N O W, T H E R E F O R E , in  c o n s id e ra tio n  o f th e  p re m is e s  a n d  m u tu a l c o v e n a n ts  h e re in a fte r s e t fo rth , a n d  o th e r g o o d  a n d  v a lu a b le  c o n s id e ra tio n , th e  C o m p a n y  a n d  O p tio n e e  a g re e  a s  fo llo w s : I. O P T IO N  G R A N T  A . G ra n t o f O p tio n . T h e  C o m p a n y  h e re b y  g ra n ts  to  O p tio n e e , a s  a  m a tte r o f s e p a ra te  in d u c e m e n t a n d  a g re e m e n t a n d  n o t in  lie u  o f s a la ry  o r o th e r c o m p e n s a tio n  fo r s e rv ic e s , a n  In c e n tiv e  S to c k  O p tio n  to  p u rc h a s e  < s h a re s _ a w a rd e d >  s h a re s  o f th e  $ .1 6 -2 /3  p a r v a lu e  c o m m o n  s to c k  o f th e  C o m p a n y

("C o m m o n  S to c k ") a t th e  p u rc h a s e  p ric e  o f < a w a rd _ p ric e >  p e r s h a re  (th e  "O p tio n ") e x e rc is a b le  o n  th e  te rm s  a n d  c o n d itio n s  s e t fo rth  h e re in . B . T e rm . T h e  te rm  o f th e  O p tio n  s h a ll c o m m e n c e  u p o n  th e  D a te  o f G ra n t, a n d  s h a ll e x p ire  o n  < e x p ire _ D a te >  (th e  “E x p ira tio n  D a te ”). C . V e s tin g  o f O p tio n . E x c e p t a s  o th e rw is e  s e t fo rth  h e re in , th e  O p tio n  s h a ll b e  e x e rc is a b le  b y  O p tio n e e  o r h is /h e r p e rs o n a l re p re s e n ta tiv e  o n  a n d  a fte r th e  firs t a n n iv e rs a ry  o f th e  D a te  o f G ra n t in  c u m u la tiv e  a n n u a l in s ta llm e n ts  o f o n e -th ird  o f th e  n u m b e r o f S h a re s  c o v e re d  h e re b y  (e a c h  s u c h  d a te , a  “V e s tin g  D a te ” a n d  th e  p e rio d  b e tw e e n  e a c h  V e s tin g  D a te  o r b e tw e e n  th e  D a te  o f G ra n t a n d  a  V e s tin g  D a te , a s  a p p lic a b le , a  “V e s tin g  P e rio d ”), s u b je c t to  O p tio n e e ’s  c o n tin u e d  e m p lo y m e n t w ith  th e  C o m p a n y  th ro u g h  e a c h  V e s tin g  D a te , e x c e p t a s  s e t fo rth  in  S e c tio n  D  b e lo w . D . E ffe c t o f T e rm in a tio n  o f E m p lo y m e n t o n  O p tio n . If th e  e m p lo y m e n t o f O p tio n e e  is  te rm in a te d  fo r a n y  re a s o n , th e  O p tio n  s h a ll v e s t a n d  re m a in  e x e rc is a b le  a s  fo llo w s , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te : 1 . If th e  e m p lo y m e n t o f O p tio n e e  is  te rm in a te d  b y  th e  C o m p a n y  fo r C a u s e , a ll th e  rig h ts  o f O p tio n e e  u n d e r th is  A g re e m e n t, w h e th e r o r n o t e x e rc is a b le , s h a ll te rm in a te  im m e d ia te ly . 2 . In  th e  e v e n t o f O p tio n e e ’s  R e tire m e n t, (i) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  R e tire m e n t, th is  O p tio n  (o r p o rtio n  h e re o f)

s h a ll b e  e x e rc is a b le  N Q  –  N C N S  - R E
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HUMANA INC. 
INCENTIVE STOCK OPTION' AGREEMENT 

AND AGREEMENT NOT TO COMPETE OR SOLICIT 
UNIDER THE 2011 STOCK INCENTIVE PLAN 

Exhibit 1 O(hh) 

THIS AGRE.E:ME.NT (' 'Agreement") made as of <award_date> (the "Date of Grant") by and 

between HUMANA INC. , a oo~poration du ly organized and e.xisting under the laws of the State of Delaware 

(hereinafter referred to as the "Company" ), and <firsLname> <middle_name> <last_name>, an employee 

of the Company (hereinafter referred to as "Optionee"). 

WITNESSETH 

WHEREAS, the Humana Inc. 2011 Stock Incentive Plan (the "Plan"), was approved by the 

Company's Board of Directors and stockholders; and 

WHEREAS, the Company desires lo grant to Optionee an option to purchase shares or common 

stock of the Company in accordance with the Plan; 

NOW, THEREFORE, in consideration of the premises and mutual covenants hereinafter set forth , 

and other good and valuable considera tion, the Company and Optionee agree as fol lows: 

I. OPTION GRANT 

A. Girant of Option. The Company hereby grants to Optionee, as a matter of sepa.rate 

inducement and agreement and not in lieu of salary or other compensation for services, an Incentive Stock 

Option to purohase <shares_awarded> shares of the $.16-2/3 par value common stock of the Company 

("Common Stock") at the purchase price of <award_price> per share {the "Option" ) exercisable on the 

terms and conditions set forth nerein. 

B. l erm. The term of the Option shalll commence upon the Date of Grant. and shall ex,pire 

on <expi~e_Date> (the "Expiration Date"). 

c. Vesting of Option. Except as otherwise set forth herein, the Option sha ll be exercisable 

by Optionee or his/her personal representative on and after the fi rst anniversary of the Date of Grant in 

cumulative annual installments of one-th ird of the number of Shares covered hereby (each such date, a 

"Vesting Date" and the period between each Vesting Date or between the Date of Grant and a Vesting 

Date, as applicable, a -Vesting Period"), subject to Optionee's continued employment with tl1e Company 

through eaah Vesting Date, except as set forth in Section D below. 

D. Effect of Termination O•f Employment on Option. If the employment of Opl ionee is 

tenninated for any reason, the Op~ion shall vest and remain exercisable as follows, but in no event oeyond 

the Expiration Date: 

1. If the employment of Optionee is terminated by lhe Company fo r Gause, all the 

rights of Option.ee under this Agreement, whether or not exercisable, shall terminate immediately. 

2. In the event of Optionee's Retirement, (i) to the extent that this Option (or portion 

hereof) ,js exercisable as of the date of such Retirement, this Option (or portion hereof) shall be exercisable 
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a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  a fte r th e  d a te  o f R e tire m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te , a n d  o n ly  to  th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  a t th e  d a te  o f R e tire m e n t, a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  R e tire m e n t, a  p ro ra te d  p o rtio n  o f th e  O p tio n  th a t w o u ld  h a v e  v e s te d  o n  th e  n e x t s c h e d u le d  V e s tin g  D a te  s h a ll v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  n e x t s c h e d u le d  V e s tin g  D a te , w ith  th e  p ro ra tio n  to  b e  d e te rm in e d  b y  c a lc u la tin g  th e  p ro d u c t o f (A ) th e  q u o tie n t o f (x ) th e  n u m b e r o f c o m p le te d  m o n th s  O p tio n e e  h a s  b e e n  e m p lo y e d  s in c e  th e  D a te  o f G ra n t o r th e  m o s t re c e n t V e s tin g  D a te , a s  a p p lic a b le , d iv id e d  b y  (y ) th e  n u m b e r o f m o n th s  in  th e  c u rre n t V e s tin g  P e rio d , m u ltip lie d  b y  (B ) th e  to ta l n u m b e r o f O p tio n s  th a t w e re  s c h e d u le d  to  v e s t a n d  b e c o m e  e x e rc is a b le  o n  th e  n e x t s c h e d u le d  V e s tin g  D a te . F o r p u rp o s e s  o f th e  fo re g o in g  c a lc u la tio n , a  m o n th  is  c o m p le te  o n  th e  d a y  in  th e  fo llo w in g  m o n th  th a t c o rre s p o n d s  to  th e  D a te  o f G ra n t. T h e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  c la u s e  (ii) o f th is  S e c tio n  I.D .2  s h a ll b e  e x e rc is a b le  a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  fo llo w in g  th e  d a te  o f O p tio n e e ’s  R e tire m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  R e tire m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to

a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .2 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  R e tire m e n t. A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  R e tire m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .2 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  R e tire m e n t. 3 . In  th e  e v e n t o f te rm in a tio n  d u e  to  d e a th  o r D is a b ility  o f O p tio n e e  w h ile  in  th e  e m p lo y  o f th e  C o m p a n y , th is  O p tio n  s h a ll b e c o m e  fu lly  v e s te d  a n d  e x e rc is a b le  o f th e  te rm in a tio n  d u e  to  d e a th  o r D is a b ility  o f O p tio n e e  a n d  s h a ll re m a in  e x e rc is a b le  b y  O p tio n e e  o r th e  p e rs o n  o r th e  p e rs o n s  to  w h o m  th o s e  rig h ts  p a s s  b y  w ill o r b y  th e  la w s  o f d e s c e n t a n d  d is trib u tio n  o r, if a p p ro p ria te , b y  th e  le g a l re p re s e n ta tiv e  o f O p tio n e e  o r th e  e s ta te  o f O p tio n e e  a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  a fte r th e  d a te  o f s u c h  d e a th  o r th e  d a te  o f d e te rm in a tio n  o f D is a b ility , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . 4 . In  th e  e v e n t th a t O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a  D iv e s titu re  o f th e  b u s in e s s  to  w h ic h  O p tio n e e  p ro v id e s  s e rv ic e s , (i) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th is  O p tio n  (o r p o rtio n  h e re o f) s h a ll b e  e x e rc is a b le  u n til th e  d a te  th a t is  n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  is  s c h e d u le d  to  v e s t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te ,

a n d  o n ly  to  th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  a t th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, [a n d  (A ) th e  C o m p a n y  m a in ta in s  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n ,]1  th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th ro u g h  th e  d a te  th a t th e  O p tio n  w o u ld  b e c o m e  fu lly  v e s te d ; p ro v id e d  th a t[, in  th e  e v e n t th e  C o m p a n y  m a in ta in s  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n ,]2  th e  O p tio n e e  m u s t re m a in  e m p lo y e d  b y  th e  d iv e s te d  b u s in e s s  o n  e a c h  o f th e  1  N T D : A p p lic a b le  o n ly  fo r a n n u a l a w a rd . R e m o v e  fo r n e w  h ire . 2  N T D : A p p lic a b le  o n ly  fo r n e w  h ire . R e m o v e  fo r a n n u a l a w a rd . 2
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at any time within two (2) years afte r the date of Retirement, but in no event beyond the Expiration Date, 

and only to the extent the Option (or portion hereof) was exercisable at the date of Retirement, and (ii) to 

lhe extent that lh is Option (or portion hereof) is not exercisable as of the date of such Retirement, a prorated 

portion of the Option that would have vested on the next scheduled Vesting Date shall vest and become 

exercisable upon the next schedu led Vesting Date, with the proration to be determined by ca lculating the 

product of (A) the quotient of (x) the number of completed months Optionee lhas been employed since the 

Dai.e of Grant or the most recent Vestiog Da le, as applicable, divided by (y) the number of months in lhe 

current Vesti ng Period, multiplied by (B) the total number of Options that were scheduled to vest and 

become exercisable on the next schedu led Vesting Date. For purposes of the foregoing ca lculation, a month 

is complete on the day in the following month that corresponds to the Date of Grant The portion of the 

Option that vests pursuant lo clause (ii ) of this Section I.D.2 shall be exercisable at any time within two (2) 

years fol towing the date of Optionee's Retirement, but in no event beyond the Expiration Date. Any portion 

of the Option that is not exercisable on the date of Optionee's Retirement and could not become exercisable 

after taking into account the provisi.ons of thi s Section 1.0 .2. shaM be immediately forfeited upon Optionee's 

Retirement. Any portion of the Option that is not exercisable on the date of Optionee's Retirement and could 

not become exercisable after taking into account the provisions of lti is Section I.D.2. shall be immediately 

forfeited upon Optionee's Retirement. 

3. In the event of termination due to death or Disability of Optionee while in the 

employ of the Company, this Option shall become fully vested and exercisable of the termination due to 

dea.u, or Disability of Optionee and sha ll remain exercilsable by Optlonee or the person or the persons to 

whom those rights pass by will or by the laws of descent and distribution or, if appropriate, by the legal 

representative of Optionee or the estate of Optionee at any time within two (2) years after the date of such 

dealh or the date of determination of Disability, but in no event beyond the Expiration Date. 

4. In the event that Optionee's employment with the Company terminates due to a 

Divestiture of the business to which OpUonee provides services, (i) to the extent that this Option (or portion 

hereof) is exemisable as of the date of such termination of employment, this Option (or portion hereof) sha'II 

be exercisable until the date that is ninety (90) days following the last date on which any portion of the 

Option is scheduled to vest. but in no event beyond the Expiration Date, arid only to the extent the Option 

(or portion hereof) was exercisable at the date of such termination of employment, and (ii) to the extent that 

this Option (or portion hereof) is not exercisable as of the date of such termination of employment, (and (A) 

the Company maintains a strateg ic interest in the divested business, as determined by lhe Committee in 

its sofe discretion,]1 the unvested portion of the Option shall continue to vest and become exercisable upon 

the regular Vesting Dates through the date that the Option would become ful ly vested; prov ided that[, in the 

event the Company maintains a strategic interest in the di,vested business, as detennined by the Committee 

in its sole discretion,]2 the Optionee must remain employed by the divested business on each of the 

1 NTD: Appl.icable only for annual award. R1m1ove for new hire. 
2 NTD: Applicable only for new hire. Remove for annual award. 
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a p p lic a b le  V e s tin g  D a te s . F o r th e  a v o id a n c e  o f d o u b t, if th e  O p tio n e e ’s  e m p lo y m e n t w ith  th e  a fo re m e n tio n e d  d iv e s te d  b u s in e s s  te rm in a te s  p rio r to  a  V e s tin g  D a te , th e  O p tio n e e ’s  u n v e s te d  O p tio n  w ill n o  lo n g e r v e s t p u rs u a n t to  th is  S e c tio n  I.D .4  a n d  w ill b e  fo rfe ite d  u p o n  s u c h  te rm in a tio n ; [o r (B ) th e  C o m p a n y  d o e s  n o t m a in ta in  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n , th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th a t w o u ld  o c c u r d u rin g  th e  tw e lv e  (1 2 ) m o n th  p e rio d  im m e d ia te ly  fo llo w in g  th e  te rm in a tio n  o f O p tio n e e ’s  e m p lo y m e n t a s  if O p tio n e e  c o n tin u e d  to  b e  e m p lo y e d  b y  th e  C o m p a n y  d u rin g  s u c h  p e rio d ,]3  a n d  th e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  th is  c la u s e  (ii) s h a ll b e  e x e rc is a b le  fo r n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  v e s ts , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .4 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. 5 . In  th e  e v e n t th a t O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a  Wo rk fo rc e  R e d u c tio n  o r a  P o s itio n  E lim in a tio n , (i) to  th e  e x te n t th a t th is

O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th is  O p tio n  (o r p o rtio n  h e re o f) s h a ll b e  e x e rc is a b le  u n til th e  d a te  th a t is  n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  is  s c h e d u le d  to  v e s t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te , a n d  o n ly  to  th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  in  a c c o rd a n c e  w ith  th is  S e c tio n  I.D .6 , a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th a t w o u ld  o c c u r [d u rin g  th e  tw e lv e  (1 2 ) m o n th  p e rio d  im m e d ia te ly  fo llo w in g  th e  te rm in a tio n  o f O p tio n e e ’s  e m p lo y m e n t]4  a s  if O p tio n e e  c o n tin u e d  to  b e  e m p lo y e d  b y  th e  C o m p a n y , a n d  th e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  th is  c la u s e  (ii) s h a ll b e  e x e rc is a b le  fo r n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  v e s ts , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .5 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. 6 . In  th e  e v e n t th a t O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a

tra n s fe r to  a  S tra te g ic  J o in t V e n tu re , (i) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th is  O p tio n  (o r p o rtio n  h e re o f) s h a ll b e  e x e rc is a b le  u n til th e  d a te  th a t is  n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  is  s c h e d u le d  to  v e s t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te , a n d  o n ly  to  th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  a t th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th ro u g h  th e  d a te  th a t 3  N T D : A p p lic a b le  o n ly  fo r a n n u a l a w a rd . R e m o v e  fo r n e w  h ire . 4  N T D : A p p lic a b le  fo r a n n u a l a w a rd s . R e m o v e  fo r n e w  h ire s . 3
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applicable Vesting Dates. For the avoidance of doubt, if the Optionee's employment with the 

aforementioned divested business terminates prior to a Vesting Date, the Optionee's unvested Option will 

no longer vest pursuant to thi.s Section I.D.4 and win be forfeited upon such termination; (or (B) the Company 

does not maintain a strategic interest in lhe divest.ad business, as determined by the Committee in its sole 

discretion, the unvested portion of the Option shall continue to vest and become exercisable upon the 

regular Vesting Dates that wou ld occur during the twelve (12) month period immediately following the 

termination of Optionee·s employment as if Optionee continued to be employed by the Company during 

such period,P and the portion of the Option that vests pursuant to this clause (ii) shal l be exercisable for 

ninety (90) days following the last date on which any portion of the Option vests, but in no event beyond 

the Expiration Date. Any portion of the Option that is not exercisable on lhe dale of Oplionee's termination 

of employment and could not become exercisable after taking into aocount the provisions of this Seotion 

I.D.4. shall be immediately forfeited upon Optionee's termination of employment 

5. In the event that Oplfonee's employment with the Company terminates due to a 

Workforce Reduction or a Position Elimiination, (i) to the extent that this Op~ion (or portion he,eof) is 

exercisable as of the date of such termination of employment, this Option (or portion hereof) shall be 

exercisable until the date that is ninety (90) days following the last date on which any portion of the Option 

is scheduled to vest. but in no event beyond the Expira tion Date. and onty to the extent the Option (or 

portion hereof) was exercisable in accordance with this Section I.D.6, and (ii) to the extent that this Oplion 

(or portion hereof) is not exercisab le as of the date of such termination of employment, the unvested portion 

of the Option shall continue to vest and oecome exercisaole upon the regular Vesting Dates thal woul'd 

occur (during the twelve (12) month period immediately following the termination of Optionee's 

employment]4 as if Optionee continued to be employed by the Company, and the portion of the Option that 

vests pursuant to this clause (ii) shall be exercisable for ninety (90) days following the last date on wh ich 

any portion of the Option vests, but in no event beyond the Expiration Date. Any portion of the Option that 

is not exercisable on the date of Optionee's termination of employment and cou ld not become exercisable 

after taking into account the provisions of this Sedion LD.5. shall be immediately forfeited upon Optionee's 

termination of employment. 

6. In the event that Optionee's employment with the Company terminates due to a 

transfer to a Strategiic Joint Venture, (i) to the extent that this Option (or portion hereof) is exercisabl'e as of 

the date of such termination of employment. this Option (or portion hereof) shall be exercisable until the 

date that is ninety (90) days following the last date on which any portion of the Option is schedu led to vest, 

but in no event beyond the Expiration Date, and only to the extent the Option (or portion hereof) was 

exercisable at the date of such termination, of employment, and (ii) to the extent that this Option (or portion 

hereof) is not exercisable as of the date of such termination of employment. the unvested portion of the 

Option shall continue to vest and become exercisable upon the regular Vesting Dates through the date that 

l NTD: Applicable only for annual award. Remove for new hire. 
4 NTD: Applicable for annual awards. Remove fo r new hires. 
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th e  O p tio n  w o u ld  b e c o m e  fu lly  v e s te d  a s  if O p tio n e e  c o n tin u e d  to  b e  e m p lo y e d  th ro u g h  s u c h  V e s tin g  D a te , a n d  th e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  th is  c la u s e  (ii) s h a ll b e  e x e rc is a b le  fo r n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  v e s ts , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .6 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. 7 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th is  O p tio n  (o r a n y  o p tio n  o r o th e r a w a rd  fo r w h ic h  th is  O p tio n  is  s u b s titu te d  o r in to  w h ic h  th is  O p tio n  is  c o n v e rte d  in to  in  c o n n e c tio n  w ith  th e  C h a n g e  in  C o n tro l) s h a ll b e c o m e  fu lly  v e s te d  a n d  im m e d ia te ly  e x e rc is a b le  in  its  e n tire ty , a n d  th is  O p tio n  (o r a n y  s u b s titu te  o r c o n v e rte d  a w a rd ) s h a ll re m a in  e x e rc is a b le  a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  a fte r th e  d a te  o f te rm in a tio n  o f O p tio n e e ’s  e m p lo y m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . 8 . If th e  e m p lo y m e n t o f O p tio n e e  te rm in a te s  fo r a n y  re a s o n  o th e r th a n  fo r C a u s e , R e tire m e n t, d e a th  o r D is a b ility , P o s itio n  E lim in a tio n , Wo rk fo rc e  R e d u c tio n , D iv e s titu re , d u e  to  a  tra n s fe r to  a  S tra te g ic  J o in t V e n tu re  o r a s  a  re s u lt o f a  C h a n g e  in  C o n tro l T e rm in a tio n , u n le s s  o th e rw is e  s p e c ifie d  h e re in , a ll th e  rig h ts  o f

O p tio n e e  u n d e r th is  A g re e m e n t th e n  e x e rc is a b le  s h a ll re m a in  e x e rc is a b le  a t a n y  tim e  w ith in  n in e ty  (9 0 ) d a y s  a fte r th e  la te r o f th e  d a te  o f s u c h  te rm in a tio n  a n d  th e  la s t d a te  th a t th e  O p tio n  v e s ts  p u rs u a n t to  th e  te rm s  o f th is  A g re e m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f th e  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n  o f S e c tio n  I.D . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. E . E x e rc is e  o f O p tio n . 1 . T h e  O p tio n  s h a ll b e  e x e rc is a b le  o n ly  b y  w ritte n  n o tic e  to  th e  S e c re ta ry  o f th e  C o m p a n y  a t th e  C o m p a n y 's  p rin c ip a l e x e c u tiv e  o ffic e s , o r th ro u g h  th e  o n lin e  p ro c e d u re  to  s u c h  b ro k e r- d e a le r a s  d e s ig n a te d  b y  th e  C o m p a n y , O p tio n e e  o r h is /h e r le g a l re p re s e n ta tiv e  a s  h e re in  p ro v id e d . S u c h  n o tic e  s h a ll s ta te  th e  n u m b e r o f S h a re s  w ith  re s p e c t to  w h ic h  th e  O p tio n  is  b e in g  e x e rc is e d  a n d  s h a ll b e  s ig n e d , o r a u th o riz e d  e le c tro n ic a lly , b y  O p tio n e e  o r h is /h e r le g a l re p re s e n ta tiv e , a s  a p p lic a b le . 2 . T h e  p u rc h a s e  p ric e  s h a ll b e  p a id  a s  fo llo w s : a ) In  fu ll in  c a s h  u p o n  th e  e x e rc is e  o f th e  O p tio n ; b ) B y  te n d e rin g  to  th e  C o m p a n y  S h a re s  o w n e d  b y  O p tio n e e  p rio r to  th e  d a te  o f e x e rc is e  a n d  h a v in g  a n  a g g re g a te  F a ir M a rk e t V a lu e  e q u a l to  th e  c a s h  e x e rc is e  p ric e  a p p lic a b le  to  th e  O p tio n ; o r c ) A  c o m b in a tio n  o f I.E .(2 )

(a ) a n d  I.E .(2 )(b ) a b o v e . 3 . F e d e ra l, s ta te  a n d  lo c a l in c o m e  a n d  e m p lo y m e n t ta x e s  a n d  o th e r a m o u n ts  a s  m a y  b e  re q u ire d  b y  la w  to  b e  c o lle c te d  b y  th e  C o m p a n y  (“With h o ld in g  T a x e s ”) in  c o n n e c tio n  w ith  th e  e x e rc is e  o f th e  O p tio n  s h a ll b e  p a id  p u rs u a n t to  th e  P la n  b y  O p tio n e e  p rio r to  th e  d e liv e ry  o f a n y  C o m m o n  S to c k  u n d e r th is  A g re e m e n t. T h e  C o m p a n y  s h a ll, a t O p tio n e e ’s  e le c tio n , w ith h o ld  d e liv e ry  o f a  n u m b e r o f S h a re s  w ith  a  F a ir M a rk e t V a lu e  a s  o f th e  e x e rc is e  d a te  e q u a l to  th e  With h o ld in g  T a x e s  in  s a tis fa c tio n  o f O p tio n e e ’s  o b lig a tio n s  h e re u n d e r. 4
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the Opllon wou ld become fully vest.ed as if Optionee continued to be employed through such Vesting1 Date, 

and the portion olthe Option that vests pursuant to this clause (ii ) shall be exercisable for ninety (90) days 

fol:Jowing lhe last date on wti ich any portion of the Option vests, but in no event beyond the Expiration Date. 

Any portion of the Option that is not exercisable on the date of Optionee's te rmination of employment and 

could not become exercisab le after taking into account the provisions of this Section 1.0.6. shaU be 

immediately forfeited upon Optionee's termination of employment. 

7 . In the event of a Change in Control Termination, this Op~lon (or any option or other 

award for which this Option is substituted or into whioh this Option is converted into in connection with the 

Change in Control) shall become fully vested and immediately •exe.rcfaable in its entirety, and this Option 

(or any subslitute or converted award) shall remain exercisable at any time within two (2) years after the 

date of termination of Optionee's employment, but in no event beyond the Expiration Date. 

8. If the employment of Optionee term inates for any reason other than for Cause, 

Retirement, death or Disability, Position El imination, Workforce Reduction, Divestiture , due to a transfer to 

a Strategic Joint Vent1.1re or as a result of a Change in Con trol Termination, un less otherwise specifi ed 

herein, all the rights of Optionee under this Ag reement then exercisable shall remain exercisable at any 

time within ninety (90) days after the later of the date of such te~mination and the l'ast date that the Option 

vests pursuant to the terms of this Agr"ment, but in no event beyond the Expiration Date . Any portion of 

the Option that is not exercisable on the dats of the Opt ionee's termination of employment and oould not 

become exercisable after taking into acoount the provision of Section I.D. shal l be immediately forfeited 

upon Opllonee·s term.tnalion of employment 

E. ,Exercise of Option. 

1. The Option shall be exercisable onty by written notice to the Secretary of the 

Company at the Company's principal executive offices, or through the online procedure to such broker­

dealer as designated by the Company, Optionee or his/her legal representative as herein provided. Such 

notice shall state the number of Shares with respect to which the Option is being exercised and shall be 

signed, or authorized electronically, by Optionee or his/her lega l representative, as applicable. 

2. The purchase price sha ll be paid as follows: 

a) In full in cash upon the exercise of the Option; 

b) IBy tendering lo the Company Shares owned by Optionee prior to the date 

of exercise and having an aggregat.e Fa ir Market Value equal to the cash exercise price applicable to the 

OpHon; or 

c) A combination of 1.E.(2)(a) and I.E.(2)(b) above. 

3 . Federal, state and local income and employment taxes and other amounts as may 

be required by :law to be oollected by the Company ("Withholding Taxes") in conneotion with the exercise 

of the Option shall be paid pursuant to the Plan by Optionee prior to the delivery of any Common Stock 

under this Ag reement The Company sha ll , at Optionee's e'lecl ion, withhold de livery of a number of Shares 

with a Fair Market Value as of the exercise date eQual to the Withholding Taxes in satisfaction of Optionee's 

obligations hereunder. 
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II. A G R E E M E N T  N O T  T O  C O M P E T E  A N D  A G R E E M E N T  N O T  T O  S O L IC IT . O p tio n e e  a g re e s  a n d  u n d e rs ta n d s  th a t th e  C o m p a n y ’s  b u s in e s s  is  a  p ro fit-g e n e ra tin g  b u s in e s s  o p e ra tin g  in  a  h ig h ly  c o m p e titiv e  b u s in e s s  e n v iro n m e n t a n d  th a t th e  C o m p a n y  h a s  a  le g itim a te  b u s in e s s  in te re s t in , a m o n g  o th e r th in g s , its  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts  (in c lu d in g  a s  p ro te c te d  in  o th e r a g re e m e n ts  a n d  p o lic ie s  b e tw e e n  th e  C o m p a n y  a n d  O p tio n e e ) th a t it is  p ro v id in g  O p tio n e e , a n d  in  th e  s ig n ific a n t tim e , m o n e y , tra in in g , te a m  b u ild in g  a n d  o th e r e ffo rts  it e x p e n d s  to  d e v e lo p  O p tio n e e ’s  s k ills  to  a s s is t in  p e rfo rm in g  O p tio n e e ’s  d u tie s  fo r th e  C o m p a n y , in c lu d in g  w ith  re s p e c t to  e s ta b lis h in g , d e v e lo p in g  a n d  m a in ta in in g  th e  g o o d w ill a n d  b u s in e s s  re la tio n s h ip s  w ith  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ) a n d  e m p lo y e e s , e a c h  o f w h ic h  O p tio n e e  a g re e s  a re  v a lu a b le  a s s e ts  o f th e  C o m p a n y  to  w h ic h  it h a s  d e v o te d  s u b s ta n tia l re s o u rc e s . O p tio n e e  a c k n o w le d g e s  th a t th e  g ra n t O p tio n e e  is  re c e iv in g  u n d e r th e  P la n  is  a  m e a n in g fu l w a y  th a t th e  C o m p a n y  e n tru s ts  O p tio n e e  w ith  its  g o o d w ill a n d  a lig n s  O p tio n e e  w ith  th e  C o m p a n y  o b je c tiv e  o f in c re a s in g  th e  v a lu e  o f th e  C o m p a n y ’s  b u s in e s s . A c c o rd in g ly , O p tio n e e  a c k n o w le d g e s  th e  im p o rta n c e  o f p ro te c tin g  th e  v a lu e  o f th e  C o m p a n y ’s  b u s in e s s  th ro u g h , a m o n g  o th e r th in g s ,

c o v e n a n ts  to  re s tric t O p tio n e e  fro m  e n g a g in g  in  a c tiv itie s  th a t w o u ld  a d v e rs e ly  a ffe c t th e  v a lu e  o f th e  C o m p a n y  a n d  its  g o o d w ill. A . A g re e m e n t N o t to  C o m p e te . O p tio n e e  a g re e s  th a t d u rin g  th e  R e s tric te d  P e rio d  (d e fin e d  b e lo w ) a n d  w ith in  th e  R e s tric te d  G e o g ra p h ic  A re a  (d e fin e d  b e lo w ), O p tio n e e  w ill n o t, d ire c tly  o r in d ire c tly , p e rfo rm  th e  s a m e  o r s im ila r re s p o n s ib ilitie s  O p tio n e e  p e rfo rm e d  fo r th e  C o m p a n y  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e  (d e fin e d  b e lo w ). N o tw ith s ta n d in g  th e  fo re g o in g , O p tio n e e  m a y  a c c e p t e m p lo y m e n t w ith  a  C o m p e tito r (d e fin e d  b e lo w ) w h o s e  b u s in e s s  is  d iv e rs ifie d , p ro v id e d  th a t: (1 ) O p tio n e e  w ill n o t b e  e n g a g e d  in  w o rk in g  o n  o r p ro v id in g  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  th e  C o m p a n y ’s  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts ; a n d  (2 ) th e  C o m p a n y  re c e iv e s  w ritte n  a s s u ra n c e s  fro m  th e  C o m p e tito r a n d  O p tio n e e  th a t a re  s a tis fa c to ry  to  th e  C o m p a n y  th a t O p tio n e e  w ill n o t w o rk  o n  o r p ro v id e  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts . In  a d d itio n , n o th in g  in  th is  A g re e m e n t is  in te n d e d  to  p re v e n t O p tio n e e  fro m  in v e s tin g  O p tio n e e ’s  fu n d s  in  s e c u ritie s  o f a  p e rs o n  e n g a g e d  in  a  b u s in e s s  th a t is  d ire c tly  c o m p e titiv e  w ith  th e  C o m p a n y  if th e  s e c u ritie s  o f s u c h  a  p e rs o n  a re  lis te d  fo r tra d in g  o n  a  re g is te re d  s e c u ritie s  e x c h a n g e  o r a c tiv e ly  tra d e d  in  a n  o v e r-th e -

c o u n te r m a rk e t a n d  O p tio n e e ’s  h o ld in g s  re p re s e n t le s s  th a n  o n e  p e rc e n t (1 %) o f th e  to ta l n u m b e r o f o u ts ta n d in g  s h a re s  o r p rin c ip a l a m o u n t o f th e  s e c u ritie s  o f s u c h  a  p e rs o n . B . A g re e m e n t N o t to  S o lic it P ro te c te d  R e la tio n s h ip s . D u rin g  th e  R e s tric te d  P e rio d  a n d  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e , O p tio n e e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) s o lic it o r a tte m p t to  s o lic it a n y  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ); o r (2 ) in d u c e  o r e n c o u ra g e  a n y  P ro te c te d  R e la tio n s h ip s  to  te rm in a te  a  re la tio n s h ip  w ith  th e  C o m p a n y  o r to  o th e rw is e  c e a s e  to  a c c e p t s e rv ic e s  o r p ro d u c ts  fro m  th e  C o m p a n y . C . A g re e m e n t N o t to  S o lic it E m p lo y e e s . D u rin g  th e  R e s tric te d  P e rio d , O p tio n e e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) o r b y  a s s is tin g  o th e rs , s o lic it, re c ru it, h ire , o r e n c o u ra g e  (o r a tte m p t to  s o lic it, re c ru it, h ire  o r e n c o u ra g e ), a n y  C o m p a n y  e m p lo y e e s  o r fo rm e r e m p lo y e e s  w ith  w h o m  O p tio n e e  w o rk e d , h a d  b u s in e s s  c o n ta c t, o r a b o u t w h o m  O p tio n e e  g a in e d  n o n -p u b lic  o r 5
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II . AGREEMENT NOT TO COMPETE AND AGREEMENT NOT TO SOLICIT. Optionee agrees and 

understands that the Company's business is a prafit-gener-aling business oper-a ting in a nighly competitive 

business environment and that the Company has a legi timate business ,interest in , among other things, its 

confidential information and trade secrets (including as protected in other agreements and policies between 

Ille Company and Optionee) that it is providing Optionee, and in the significant time, money, training, team 

bu ild i,ng and other efforts It expends to develop Optionee's skills to assist in performing Optlonee·s duties 

for the Company, includ ing with respect to establishing, developing and mainta ining the goodwill and 

business ,relationsh ips with Protected Relationships (defined below) and employees, eacll of which 

Optionee agrees are va luable assets of !he Company to which it has devoted substantial resources. 

Optionee acknowledges that the grant Optionee is receiving under the Plan is a meaningful way that the 

Company entrusts Optionee with its goodwill and aligns Optionee with the Company objective of increasing 

the value of !he Company's business. Accordingly, Optionee acknowledges !he importance of protecting 

the value of the Company's business through, among other thillgs, covenants to restrict Optionee from 

engaging in activities that would adversely affect the value of the Company and its goodwill. 

A. Agreement Not to Compete. Optionee agrees that during the Restricted Period (defined 

below) a,nd with in tne Restricl.ed Geographic Area (defined be low), Opllonee will not. directly or iind irectly, 

perform the same or similar responsibi lities Optionee performed for the Company in connection with a 

Compeliti/Je Product or Service {defined below). Notwithstanding the foregoing, Optionee may accept 

employment with a Competltor (defin,ed below) whose business is diversified, provided that: (1) Oplionee 

will not be engaged in work.ing on or providing Competitive Products or Servioes, or otherwise use or 

disclose the Company's confidential information or trade secrets ; and (2) the Company receives written 

assurances from the Competitor and Optionee that are satisfactory to the Company that Oplionee will not 

work. on or provide Competitive Products or Services, or otherwise use or disclose confidentia l information 

or trade secrets. In addition, nothing in this Agreement is intended to prevent Optionee from investing 

Optionee's funds in securities of a person engaged in a business that is directty competitive with the 

Company if the sectJ rities of such a person are listed for trading on a reg istered securities exchange or 

actively traded in an over-the-counter market and Optionee's holdings re present less than one percent ( 1 % ) 

of the total number of outstanding shares or principal amount of the securities of such a person. 

B. Agreement Not to Solicit Protected 1Relatlonships. During the Restricted Period and in 

connection with a Competitive Product or Serv[ce, Optionee shall not, individua lly or jolntly with others, 

directly or indirectly: (1) solicit or attempt to solicit any Protected Relationships (defined below); or (2) induce 

or encourage any Protected Relationships to terminate a ,relationsh ip with the Company or to othel'Wise 

cease to accept services or products from the Company. 

C. Agreement Not to Solic it Employees. During ttie Restricted Period, Optionee shall not, 

individually or jointly with others, directly or indirectly: (1) or oy assisting others, solicit, recru it, hire , or 

encourage (or attempt to solicit, recruit, hire or encourage), ally Company employees or former employees 

with whom Optionee worked, had business contact, or about whom Optionee gained non-public or 
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c o n fid e n tia l in fo rm a tio n  (“E m p lo y e e s  o r F o rm e r E m p lo y e e s ”); (2 ) c o n ta c t o r c o m m u n ic a te  w ith  E m p lo y e e s  o r F o rm e r E m p lo y e e s  fo r th e  p u rp o s e  o f in d u c in g , a s s is tin g , e n c o u ra g in g  a n d /o r fa c ilita tin g  th e m  to  te rm in a te  th e ir e m p lo y m e n t w ith  th e  C o m p a n y  o r fin d  e m p lo y m e n t o r w o rk  w ith  a n o th e r p e rs o n  o r e n tity ; (3 ) p ro v id e  o r p a s s  a lo n g  to  a n y  p e rs o n  o r e n tity  th e  n a m e , c o n ta c t a n d /o r b a c k g ro u n d  in fo rm a tio n  a b o u t a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s  o r p ro v id e  re fe re n c e s  o r a n y  o th e r in fo rm a tio n  a b o u t th e m ; (4 ) p ro v id e  o r p a s s  a lo n g  to  E m p lo y e e s  o r F o rm e r E m p lo y e e s  a n y  in fo rm a tio n  re g a rd in g  p o te n tia l jo b s  o r e n titie s  o r p e rs o n s  to  w o rk  fo r, in c lu d in g  b u t n o t lim ite d  to  jo b  o p e n in g s , jo b  p o s tin g s , o r th e  n a m e s  o r c o n ta c t in fo rm a tio n  o f in d iv id u a ls  o r c o m p a n ie s  h irin g  p e o p le  o r a c c e p tin g  jo b  a p p lic a tio n s ; a n d /o r (5 ) o ffe r e m p lo y m e n t o r w o rk  to  a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s . F o r p u rp o s e s  o f th is  c o v e n a n t, “F o rm e r E m p lo y e e s ” s h a ll re fe r to  e m p lo y e e s  w h o  a re  n o t e m p lo y e d  b y  th e  C o m p a n y  a t th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g , b u t w e re  e m p lo y e d  b y , o r w o rk in g  fo r th e  C o m p a n y  in  th e  th re e  (3 ) m o n th s  p rio r to  th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g  a n d /o r in te rfe re n c e . D . E ffe c t o f T e rm in a tio n  o f E m p lo y m e n t o th e r th a n  a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 1 . In  th e  e v e n t O p tio n e e  v o lu n ta rily  re s ig n s  o r is  d is c h a rg e d  b y

th e  C o m p a n y  w ith  C a u s e  a t a n y  tim e  p rio r to  th e  v e s tin g  o f th e  O p tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n s  II.A , II.B  a n d  II.C  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. 2 . In  th e  e v e n t O p tio n e e  is  d is c h a rg e d  b y  th e  C o m p a n y  o th e r th a n  w ith  C a u s e , in c lu d in g  in  c o n n e c tio n  w ith  a  Wo rk fo rc e  R e d u c tio n  o r P o s itio n  E lim in a tio n , o r c e rta in  d iv e s titu re  re la te d  te rm in a tio n s , p rio r to  th e  v e s tin g  o f th e  O p tio n , th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t d u rin g  th e  p e rio d  o f tim e  fo llo w in g  O p tio n e e ’s  te rm in a tio n  e q u a l to  th e  le s s e r o f (x ) th e  R e s tric te d  P e rio d  o r (y ) th e  p e rio d  o f tim e  d u rin g  w h ic h  O p tio n e e  is  d e e m e d  to  b e  e n title d  to  s e v e ra n c e  m e a s u re d  b y  th e  s u m  o f (i) th e  n u m b e r o f w e e k s  O p tio n e e  is  e n title d  to  s e v e ra n c e  u n d e r th e  C o m p a n y ’s  a p p lic a b le  s e v e ra n c e  p o lic y , p lu s  (ii) a  n u m b e r o f w e e k s  e q u a l to  (A ) th e  v a lu e  o f th e  a c c e le ra tio n  o r c o n tin u a tio n  o f th e  v e s tin g  o f a n y  O p tio n s  a s  a  re s u lt o f O p tio n e e ’s  te rm in a tio n  u n d e r th is  A g re e m e n t o r th e  P la n  th a t w o u ld  o th e rw is e  h a v e  b e e n  fo rfe ite d , w ith  s u c h  v a lu e  m e a s u re d  b y  m u ltip ly in g  th e  n u m b e r o f S h a re s  u n d e rly in g  th e  O p tio n s  th a t v e s te d  a s  a  re s u lt o f th e  te rm in a tio n  o f e m p lo y m e n t b y  th e  d iffe re n c e  o f th e  p e r S h a re  F a ir M a rk e t V a lu e  o n  th e  L a s t D a y  m in u s  th e  a p p lic a b le  p e r S h a re  e x e rc is e  p ric e , d iv id e d  b y  (B ) O p tio n e e ’s  th e n -c u rre n t w e e k ly  b a s e  s a la ry , p lu s  (iii) a n y  a d d itio n a l p e rio d  th a t th e  C o m p a n y  d e te rm in e s  to

p ro v id e  s e v e ra n c e  to  O p tio n e e , in  its  d is c re tio n . 3 . In  th e  e v e n t O p tio n e e  is  d is c h a rg e d  b y  C o m p a n y  o th e r th a n  w ith  C a u s e  p rio r to  v e s tin g  h e re in  o f th e  O p tio n , th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n s  II.B  a n d  II.C  a b o v e  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. 4 . A fte r th e  v e s tin g  o f th e  O p tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  h e re in  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t, e x c e p t a s  o th e rw is e  p ro v id e d  in  S e c tio n  II.E . E . E ffe c t o f a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 6
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confidential information ("Employees or Former Employees"); (2) contact or communicate with 

Employees or Former Employees for the purpose of induoing, assisting, encouraging and/or facili tating 

them to terminate lheir employment with the Company or find employment or work with another person or 

entity; (3) provide or pass along to any person or entity the name, contact and/or background information 

about any Employees or Former Employees or provide references or any other information about them; (4) 

provide or pass al'ong to Employees or Former Employees any information regarding potential jobs or 

entitles or persons to work for, includling but not limited to Job openings, Job postings, or the names or 

contact information of individuals or companies hiring people or accepting job applications; and/or (5) offer 

employment or work to any Employees or Former Employees . For purposes of this covenant, "Former 

Employees" shall refer to employees who are not employed by the Company at the time of the atitempted 

recruiting or hiring, but we re employed by, or working for the Company in the three (3) months prior to the 

time of the attempted reoruiting or hiring and/or interference. 

D. Effect of Termination of Employment otherthan a Change In, Control Termination on 

Agreements Not to Compete and Not to Solicit. 

1. In the event Op!ionee voluntarily resigns or is discharged by lh,e Company with 

Cause at any time prior to the vesting of the Option, the prohibitions on Optionee set forth in Sections II.A , 

I1.B and I1.C shall remain in full force and effect . 

2, In the event Optionee is discharged by the Company other than with Cause, 

including in connection with a Workforce Reduction or Position Elimination, or certain divestiture related 

terminations, prior to the vesting of the Option, the prohibitions sel forth in Section II.A shalll remain in full 

force and effect during the period of time following Optionee's termination equal to the lesser of (x) the 

Restricted Period or (y) the period of time during which Optionee is deemed lo be entitled to severance 

measured by the sum of (i) lhe number of weeks Oplionee is entitled to severance under the C-Ompany's 

applicable severance policy, plus (ii) a number of weeks equal to (A) the value of the acceleration or 

continuation of the vesti ng of any Options as a resu lt of Optionee's termination under this Agreement or the 

Plan that would otherwise have been forfeited , with such value measured by multiplying the number of 

Shares unde~lying the Options that vested as a resu lt of the termination of employment by the difference of 

the per Share Fair Markel Value on the Last Day minus the applicable per Share exercise price, divided by 

(B} Optionee's lhen-current weeldy base salmy, plus (i ii ) any add itional period that the Company determines 

to provide severance to OpUonee, in its discretion 

3, In the event Optionee is discharged by Company other than with Cause prior to 

vesting herein of the Option, the prohibitions set forth in Sections I1.B and I1.C above shall remain in full 

force and effect. 

4 , After the vesting of the Option, the prohibitions on Oplionee set fortti herein shall 

remain in full force and effect, except as othe1rwise provided in Section 11.E. 

E. Effect of a Change in Con~roll Termination on Ag,reements Not to Compete and Not 

to Solicit. 
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1 . N o tw ith s ta n d in g  a n y th in g  s e t fo rth  in  S e c tio n  II.D ., in  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t o n ly  if th e  a c q u ire r o r s u c c e s s o r to  th e  C o m p a n y  fo llo w in g  th e  C h a n g e  in  C o n tro l s h a ll, s o le ly  a t its  o p tio n , p a y , w ith in  th irty  (3 0 ) d a y s  fo llo w in g  O p tio n e e 's  e m p lo y m e n t te rm in a tio n  d a te  w ith  th e  C o m p a n y  o r its  s u c c e s s o r, to  O p tio n e e  th e  N o n -C o m p e te  P a y m e n t. N o tw ith s ta n d in g  a n y  p re v io u s  a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n  II.A , th e  “N o n -C o m p e te  P a y m e n t” s h a ll b e  a n  a m o u n t a t le a s t e q u a l to  O p tio n e e ’s  th e n  c u rre n t a n n u a l b a s e  s a la ry . S u c h  a m o u n t s h a ll b e  in  a d d itio n  to  a n y  o th e r a m o u n ts  p a id  o r p a y a b le  to  O p tio n e e  w ith  re s p e c t to  o th e r s e v e ra n c e  p la n s  o r p o lic ie s  m a in ta in e d  b y  th e  C o m p a n y . F o r th e  a v o id a n c e  o f d o u b t, th e  p ro v is io n s  o f th is  S e c tio n  II.E  s h a ll s u p e rs e d e  a n y  a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n  II.A , w ith  th e  e x c e p tio n  o f a n y  s im ila r a g re e m e n t c o n ta in e d  in  (i) a n y  e m p lo y m e n t a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y , (ii) a n y  a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y  n o t re la te d  to  th e  e m p lo y m e n t o f O p tio n e e  b y  th e  C o m p a n y , (iii) a n y  s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y  a n d  (iv ) a n y  c h a n g e  in  c o n tro l

s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y . 2 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n s  II.B . a n d  II C . s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. F . G o v e rn in g  L a w . N o tw ith s ta n d in g  a n y  o th e r p ro v is io n  h e re in  to  th e  c o n tra ry , th e  p ro v is io n s  o f th is  S e c tio n  II o f th e  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  C o m m o n w e a lth  o f K e n tu c k y  w ith o u t re g a rd  to  its  c o n flic ts  o r c h o ic e  o f la w s  ru le s  o r p rin c ip le s  th a t m ig h t o th e rw is e  re fe r c o n s tru c tio n  o r in te rp re ta tio n  o f th is  S e c tio n  II to  th e  s u b s ta n tiv e  la w  o f a n o th e r ju ris d ic tio n . G . In ju n c tiv e  R e lie f; In v a lid ity  o f A n y  P ro v is io n . O p tio n e e  a c k n o w le d g e s  th a t (1 ) h is  o r h e r s e rv ic e s  to  th e  C o m p a n y  a re  o f a  s p e c ia l, u n iq u e  a n d  e x tra o rd in a ry  c h a ra c te r, (2 ) h is  o r h e r p o s itio n  w ith  th e  C o m p a n y  w ill p la c e  h im  o r h e r in  a  p o s itio n  o f c o n fid e n c e  a n d  tru s t w ith  re s p e c t to  th e  o p e ra tio n s  o f th e  C o m p a n y , (3 ) h e  o r s h e  w ill b e n e fit fro m  c o n tin u e d  e m p lo y m e n t w ith  th e  C o m p a n y , (4 ) th e  n a tu re  a n d  p e rio d s  o f re s tric tio n s  im p o s e d  b y  th e  c o v e n a n ts  c o n ta in e d  in  th is  S e c tio n  II a re  fa ir, re a s o n a b le  a n d  n e c e s s a ry  to  p ro te c t th e  C o m p a n y , (5 ) th e  C o m p a n y  w o u ld  s u s ta in  im m e d ia te  a n d  irre p a ra b le  lo s s  a n d  d a m a g e  if O p tio n e e  w e re  to  b re a c h  a n y  o f s u c h  c o v e n a n ts , a n d  (6 ) th e  C o m p a n y ’s  re m e d y  a t la w  fo r s u c h  a  b re a c h  w ill b e  in a d e q u a te . A c c o rd in g ly , O p tio n e e  a g re e s  a n d

c o n s e n ts  th a t th e  C o m p a n y , in  a d d itio n  to  th e  re c o v e ry  o f d a m a g e s  a n d  a ll o th e r re m e d ie s  a v a ila b le  to  it, a t la w  o r in  e q u ity , s h a ll b e  e n title d  to  s e e k  b o th  p re lim in a ry  a n d  p e rm a n e n t in ju n c tio n s  to  p re v e n t a n d /o r h a lt a  b re a c h  o r th re a te n e d  b re a c h  b y  O p tio n e e  o f a n y  c o v e n a n t c o n ta in e d  in  S e c tio n  II h e re o f. If a n y  p ro v is io n  o f th is  S e c tio n  II is  d e te rm in e d  b y  a  c o u rt o f c o m p e te n t ju ris d ic tio n  to  b e  in v a lid  in  w h o le  o r in  p a rt, it s h a ll b e  d e e m e d  to  h a v e  b e e n  a m e n d e d , w h e th e r a s  to  tim e , a re a  c o v e re d  o r o th e rw is e , a s  a n d  to  th e  e x te n t re q u ire d  fo r its  v a lid ity  u n d e r a p p lic a b le  la w , a n d  a s  s o  a m e n d e d , s h a ll b e  e n fo rc e a b le . T h e  p a rtie s  fu rth e r a g re e  to  e x e c u te  a ll d o c u m e n ts  n e c e s s a ry  to  e v id e n c e  s u c h  a m e n d m e n t. 7
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1. Notwithstand ing anyth ing1 set. forth in Section 11.D .. in the event of a Change in 

Control Termination, the prohibitions on Optionee set forth in Section II.A shall remain in fu ll force and effect 

on ly if the aoqu irer or successor to the Company following tile Change in Control shall, solelly at its option, 

pay, within tiirty (30) days following Optlonee's employment termination date with the Company or its 

successor, to Optionee the Non-Compete Payment. Notwithstand ing any previous agreement between 

Optionee and the Company relating to the pro hibitions set forth in Section II.A, the "Non"Compete Payment" 

shall be an amo1.mt at least equa l to Optlonee·s then ourrent annual ba.se salary. Such amount sha ll be In 

add ition to any otlher amounls paid or payable to Optionee with respect to other severance plans or policies 

maintained by the Company. For the avoidance of doubt, the provisions of this Section 11. E shalll supersede 

any agreement between Optionee and lhe Company rela!Jing to the prohibitions on Oplionee set forth in 

Section II.A. with the exception of any simi lar agreement contained in (i) any employment agreement 

between Optionee and the Company, (ii ) any agreement between Optionee and the Company not related 

to the employment of Optionee by the Company, (i ii ) any severance plan or policy of the Company and (iv) 

any change in control severance plan or policy of the Company. 

2. In the event of a Change iin Control Termination, the prohibitions on Optionee set 

forth in Sections 11 .B. and II C. shall remain in full force and effect. 

F. Governing Law. Notwithstanding any other provision herein to the contrary, the provisions 

of this Section 11 of the Agreement shall be governed by, and construed in aocordanoe with, lhe laws of the 

Commonwealth of Kentucky without regard to its confli cts or choice of laws rules or principles that might 

otherwise refer construction, or inte~pretation of this Section 11 to the substantive law of another Jurisdiction . 

G. Injunctive Relief; lnvallidity of Any Provision. Optlonee acknowledges that (1) his or 

her services to the Company are of a special, unique and extraordinary character, (2} his or her pos ition 

with the Company will place him or her in a posWon of confidence and trust with respect to the operalions 

of the Company, (3) he or she will benefit from continued employment with the Company, (4) the nature 

and periods of restrictions imposed by the covenants contained in this Section II are fair, reasonable and 

necessary to protect the Company {5) the Company would susta in immediate and irreparable loss and 

damage ,if Optionee were to breach any of such covenants, and (6) the Company' s remedy at law for such 

a breach will be inadequate. Aocord ingly, Optionee agrees and consents that the Company, in addition to 

the recovery of damages and all other remedies available to it, at law or in equity, shall be entitled to seek 

both preliminary and permanent injunctions to prevent and/or hall a breach or threatened breach by 

Optionee of any covenant conta ined in Section II hereof. If any provision of this Section II is determined by 

a court of competent jurisdiction to be invalid in whole or in part, ii shal l be deemed to have been amended, 

whether as to time, area covered or otherwise, as and to the extent required for its validity under applicable 

law, and as so amended. shall be enforceable. The parties further agree lo e"'ecute all documents 

necessary to evidence such amendment. 
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III. M IS C E L L A N E O U S  P R O V IS IO N S  A . B in d in g  E ffe c t &  A d ju s tm e n t. T h is  A g re e m e n t s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  e a c h  s u c c e s s o r a n d  a s s ig n  o f th e  C o m p a n y . O p tio n e e ’s  o b lig a tio n s  h e re u n d e r s h a ll n o t b e  a s s ig n a b le  to  a n y  o th e r p e rs o n  o r e n tity . It is  th e  in te n t o f th e  p a rtie s  to  th is  A g re e m e n t th a t th e  b e n e fits  o f a n y  a p p re c ia tio n  o f th e  u n d e rly in g  C o m m o n  S to c k  d u rin g  th e  te rm  o f th e  A w a rd  s h a ll b e  p re s e rv e d  in  a n y  e v e n t, in c lu d in g  b u t n o t lim ite d  to  a  re c a p ita liz a tio n , m e rg e r, c o n s o lid a tio n , re o rg a n iz a tio n , s to c k  d iv id e n d , s to c k  s p lit, re v e rs e  s to c k  s p lit, s p in -o ff o r s im ila r tra n s a c tio n , o r o th e r c h a n g e  in  c o rp o ra te  s tru c tu re  a ffe c tin g  th e  S h a re s , a s  m o re  fu lly  d e s c rib e d  in  S e c tio n s  4 .6  a n d  1 1  o f th e  P la n . A ll o b lig a tio n s  im p o s e d  u p o n  O p tio n e e  a n d  a ll rig h ts  g ra n te d  to  O p tio n e e  a n d  to  th e  C o m p a n y  s h a ll b e  b in d in g  u p o n  O p tio n e e 's  h e irs  a n d  le g a l re p re s e n ta tiv e s . B . A m e n d m e n t. T h is  A g re e m e n t m a y  o n ly  b e  a m e n d e d  b y  a  w ritin g  e x e c u te d  b y  e a c h  o f th e  p a rtie s  h e re to . C . G o v e rn in g  L a w . E x c e p t a s  to  m a tte rs  o f fe d e ra l la w  a n d  th e  p ro v is io n s  o f S e c tio n  II h e re o f, th is  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  S ta te  o f D e la w a re  w ith o u t re g a rd  to  its  c o n flic t o f la w s  ru le s . T h is  A g re e m e n t s h a ll a ls o  b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  te rm s  o f th e  P la n . D . J u ris d ic tio n ; S e rv ic e  o f P ro c e s s . A n y

a c tio n  o r p ro c e e d in g  s e e k in g  to  e n fo rc e  a n y  p ro v is io n  o f, o r b a s e d  o n  a n y  rig h t a ris in g  o u t o f, th is  A g re e m e n t m a y  b e  b ro u g h t a g a in s t a n y  o f th e  p a rtie s  in  th e  c o u rts  o f th e  C o m m o n w e a lth  o f K e n tu c k y , C o u n ty  o f J e ffe rs o n , o r, if it h a s  o r c a n  a c q u ire  ju ris d ic tio n , in  th e  U n ite d  S ta te s  D is tric t C o u rt fo r th e  We s te rn  D is tric t o f K e n tu c k y , a n d  e a c h  o f th e  p a rtie s  c o n s e n ts  to  th e  ju ris d ic tio n  o f s u c h  c o u rts  (a n d  o f th e  a p p ro p ria te  a p p e lla te  c o u rts ) in  a n y  s u c h  a c tio n  o r p ro c e e d in g  a n d  w a iv e s  a n y  o b je c tio n  to  v e n u e  la id  th e re in . P ro c e s s  in  a n y  a c tio n  o r p ro c e e d in g  re fe rre d  to  in  th e  p re c e d in g  s e n te n c e  m a y  b e  s e rv e d  o n  a n y  p a rty  a n y w h e re  in  th e  w o rld . E . N o  E m p lo y m e n t A g re e m e n t. N o th in g  h e re in  c o n fe rs  o n  O p tio n e e  a n y  rig h ts  w ith  re s p e c t to  th e  c o n tin u a n c e  o f e m p lo y m e n t o r o th e r s e rv ic e  w ith  th e  C o m p a n y , n o r w ill it in te rfe re  w ith  a n y  rig h t th e  C o m p a n y  w o u ld  o th e rw is e  h a v e  to  te rm in a te  o r m o d ify  th e  te rm s  o f O p tio n e e 's  e m p lo y m e n t o r o th e r s e rv ic e  a t a n y  tim e . F . S e v e ra b ility . If a n y  p ro v is io n  o f th is  A g re e m e n t is  o r b e c o m e s  o r is  d e e m e d  in v a lid , ille g a l o r u n e n fo rc e a b le  in  a n y  re le v a n t ju ris d ic tio n , o r w o u ld  d is q u a lify  th is  A w a rd  u n d e r a n y  la w  d e e m e d  a p p lic a b le  b y  th e  C o m m itte e , s u c h  p ro v is io n  s h a ll b e  c o n s tru e d  o r d e e m e d  a m e n d e d  to  c o n fo rm  to  a p p lic a b le  la w s  o r if it c a n n o t b e  c o n s tru e d  o r d e e m e d  a m e n d e d  w ith o u t, in  th e  d e te rm in a tio n  o f th e  C o m m itte e , m a te ria lly  a lte rin g

th e  in te n t o f th e  P la n , it s h a ll b e  s tric k e n  a n d  th e  re m a in d e r o f th e  A g re e m e n t s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. A n y  p ro v is io n  in  th is  A g re e m e n t d e te rm in e d  b y  c o m p e te n t a u th o rity  to  b e  in  c o n flic t w ith  4 2 2  o f th e  In te rn a l R e v e n u e  C o d e  o f 1 9 8 6 , a s  a m e n d e d , o r its  s u c c e s s o r, in  re g a rd  to  q u a lify in g  th is  O p tio n  a s  a n  in c e n tiv e  s to c k  o p tio n  s h a ll b e  in e ffe c tiv e  a b  in itio  to  th e  e x te n t o f s u c h  c o n flic t. G . A s s ig n m e n t. T h e  O p tio n  g ra n te d  u n d e r th is  A g re e m e n t to  O p tio n e e  m a y  n o t b e  a s s ig n e d , tra n s fe rre d , p le d g e d , a lie n a te d  o r h y p o th e c a te d  in  a n y  m a n n e r d u rin g  O p tio n e e 's  life tim e , b u t s h a ll b e  s o le ly  a n d  e x c lu s iv e ly  th e  rig h t o f O p tio n e e  to  e x e rc is e  d u rin g  h is /h e r life tim e . S h o u ld  O p tio n e e  a tte m p t to  a s s ig n , 8
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Ill. MISCELLANEOUS PROVISIONS 

A. Binding Effect & Adjustment. This Agreement sha ll be binding and conclusive upon 

each sucoessor and assign of the Company. Optionee's obl1igations hereunder shall not be assignable to 

any other person or entity. It ,is the intent of the parties to this Agreement that the benefits of any appreciation 

of lhe underlying Common Stock during the term of the Award shall be preserved in any event, includ ing 

but not limited to a recapitalization, merger, consolidation, reorganization , stock dividend, stock split, 

reverse stock spli t, spin-off or similar transaction, or other change in corporate structure affecting the 

Shares, as more fully described in Sections 4.6 and 11 of the Pl'an . All obligations imposed upon Optionee 

and an rights granted lo Optionee and to the Company shall be binding upon Optionee's heirrs and legal 

representatives . 

B.. Amendment. This Agreement may only be amended by a writing executed by each of the 

parties hereto. 

C. Governing Law. Except as to matters of federal law and the provisions of Section II 

hereof, th is Agreement shall be governed by, and construed in accordance with , the laws of the State of 

Delaware without regard to its conflict of laws ru les. This Ag reement shal l a lso be governed by, and 

construed in accordance with , the tenns of the Plan. 

D. Juiriisdict ion; Service of Process. Any action or proceediing seeking to enforce any 

provision of , or based on any right ari,sing out of, this Agreement may be brought aga inst any ofthe parties 

in the courts of the Commonwealth of Kentucky, County of Jefferson, or, if it has or can acquire ju risdiction, 

in the United States District Court for the Western District of Kenwcky, and each of the parties consents to 

the ju risd iction of such courts (and of the appropriate appellate courts) in any suoh action or proceeding 

and waives any objection to venue laid therein. Process in any action or proceeding referr•ed to in the 

preceding sentence may be served on any party anywhere in th.e wor1d. 

E. No Employment Agraeement Nothing herein confers on Optionee any rights with respect 

to the continuance of employment or other service with the Company, nor will it interfere with any right the 

Company would otherwise have to terminate or modify the tenns of Optionee's employment or other service 

at any time. 

F. Severability. If any provision of this Agreement is or becomes or is deemed invalid, illegal 

or u nenforoeable in any relevant j urisdiction, or would disqua I ify this Award under any law deemed applicable 

by the Committee, such provision sha ll be construed or deemed amended to conform to applicable laws or 

if it cannot be construed or deemed amended without, in the determination of the Committee, materially 

altering the intent of the Plan, it shall be stricken and the remainder of the Ag reement shall remain in full 

force and effect. Any provision in this Agreement determined by competent authority to be in conflict with, 

422 of the Internal Revenue Code of 1986, as amended, or its successor, in regard to qua lifying this Option 

as an incentive stock option shall be ineffective ab iniHo to the extent of such confl'ict. 

G. Assignmenl The Option granted under this Ag reement to Oplionee may not be assigned, 

transferred, pledged, alienated or hypothecated In any manner during Optlonee's lifetime, but shall be solely 

and exclusively the rigiht of Optionee to exercise during his.Ille r lifetime. Should Optionee attempt to assign, 
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tra n s fe r, p le d g e , a lie n a te  o r h y p o th e c a te  th e  O p tio n  o r a n y  rig h ts  h e re u n d e r in  a n y  m a n n e r w h a ts o e v e r, s u c h  a c tio n  s h a ll c o n s titu te  a  b re a c h  o f th e  c o v e n a n ts  h e re u n d e r a n d  th e  C o m p a n y  m a y  te rm in a te  th e  O p tio n  a s  to  a n y  th e n  u n e x e rc is e d  s h a re s . H . D e fin e d  T e rm s . 1 . A n y  te rm  u s e d  h e re in  a n d  n o t o th e rw is e  d e fin e d  h e re in  s h a ll h a v e  th e  s a m e  m e a n in g  a s  in  th e  P la n . A n y  c o n flic t b e tw e e n  th is  A g re e m e n t a n d  th e  P la n  w ill b e  re s o lv e d  in  fa v o r o f th e  P la n . A n y  d is p u te s  o r q u e s tio n s  o f rig h t o r o b lig a tio n  w h ic h  s h a ll re s u lt fro m  o r re la te  to  a n y  in te rp re ta tio n  o f th is  A g re e m e n t s h a ll b e  d e te rm in e d  b y  th e  C o m m itte e . A n y  s u c h  d e te rm in a tio n  s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  O p tio n e e  a n d  a n y  p e rs o n  o r p e rs o n s  c la im in g  th ro u g h  O p tio n e e  a s  to  a n y  rig h ts  h e re u n d e r. 2 . F o r th e  p u rp o s e s  o f th is  A g re e m e n t, th e  fo llo w in g  te rm s  s h a ll h a v e  th e  fo llo w in g  m e a n in g : (i) “C h a n g e  in  C o n tro l T e rm in a tio n ” m e a n s , in  th e  e v e n t th e  O p tio n  is  a s s u m e d , c o n v e rte d , c o n tin u e d  o r s u b s titu te d  in  c o n n e c tio n  w ith  a  C h a n g e  in  C o n tro l, if th e  e m p lo y m e n t o f O p tio n e e  is  te rm in a te d  w ith in  tw o  (2 ) y e a rs  fo llo w in g  th e  C h a n g e  in  C o n tro l (i) b y  th e  C o m p a n y  o r its  a c q u ire r o r s u c c e s s o r fo r a n y  re a s o n  o th e r th a n  C a u s e  o r (ii) b y  O p tio n e e  w ith  G o o d  R e a s o n . (ii) “C o m p e titiv e  P ro d u c t o r S e rv ic e ” m e a n s  a n y  p ro d u c t, p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) o f a n y

p e rs o n  o r o rg a n iz a tio n  o th e r th a n  th e  C o m p a n y  th a t is  th e  s a m e  a s , s im ila r to , o r c o m p e te s  w ith , a  p ro d u c t, p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) u p o n  w h ic h  O p tio n e e  w o rk e d  o r fo r w h ic h  O p tio n e e  h a d  re s p o n s ib ilitie s  a t th e  C o m p a n y  d u rin g  th e  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y  (a s  d e fin e d  b e lo w ). (iii) “C o m p e tito r” m e a n s  O p tio n e e  o r a n y  o th e r p e rs o n  o r o rg a n iz a tio n  e n g a g e d  in , o r a b o u t to  b e c o m e  e n g a g e d  in , re s e a rc h  o r d e v e lo p m e n t, p ro d u c tio n , m a rk e tin g , le a s in g , s e llin g , o r s e rv ic in g  o f a  C o m p e titiv e  P ro d u c t o r S e rv ic e . (iv ) “D iv e s titu re ” m e a n s  th e  s a le  o r o th e r tra n s fe r o f e q u ity  s e c u ritie s  o f a  S u b s id ia ry  to  a  p e rs o n  o r e n tity  o th e r th a n  th e  C o m p a n y  o r a n  a ffilia te  o f th e  C o m p a n y , o r if a  S u b s id ia ry  le a s e s , e x c h a n g e s  o r tra n s fe rs  a ll o r a n y  p o rtio n  o f its  a s s e ts  to  s u c h  a  p e rs o n  o r e n tity , th e n  th e  C o m m itte e  m a y  s p e c ify  th a t s u c h  tra n s a c tio n  o r e v e n t c o n s titu te s  a  “D iv e s titu re ”. (v ) “G o o d  R e a s o n ” s h a ll m e a n , u n le s s  o th e rw is e  d e fin e d  in  a  w ritte n  e m p lo y m e n t a g re e m e n t in  e ffe c t b e tw e e n  th e  C o m p a n y  o r a n y  o f its  S u b s id ia rie s  a n d  O p tio n e e , th e  re lo c a tio n  o f O p tio n e e ’s  o ffic e  a t w h ic h  O p tio n e e  is  to  p e rfo rm  h is  o r h e r d u tie s  to  a  lo c a tio n  m o re  th a n  th irty  (3 0 ) m ile s  fro m  th e  lo c a tio n  a t w h ic h  O p tio n e e  p e rfo rm e d  h is  o r h e r d u tie s  p rio r to  a  C h a n g e  in  C o n tro l. (v i) “L a s t D a y ” m e a n s  O p tio n e e ’s  la s t d a y  o f e m p lo y m e n t w ith  th e  C o m p a n y  re g a rd le s s  o f th e

re a s o n  fo r O p tio n e e ’s  s e p a ra tio n . (v ii) “P o s itio n  E lim in a tio n ” m e a n s  th e  e lim in a tio n  o f O p tio n e e ’s  p o s itio n . 9
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transfer, pledge, alienate or hypothecate the Option or any rights hereunder ;in any manner whatsoever, 

such action shall constitute a breaoh of the covenants hereunder and the Company may terminate the Option 

as to any then unexercised shares. 

HI. Defined l erms . 

1. Any term used herein and not otherwise defined here in shall have the same 

meaning as in the Plan. Any confli ct between this Agreement and the Plan will be resolved in favor of the 

Plan. Any disputes or questions of righ t or obligation which sha ll result from or relate to any interpretation 

of this Ag reement shall be determined by the Committee. Any such determination sha ll be bind ing and 

oondlusive upon 0ptionee and any person or persons claiming through 0ptionee as to any rights hereunder. 

2. For the purposes of th is Agreement, the following terms sha ll have the following 

meaning: 

(i) "Change in Control Termination" means, in the event the Option is assumed, converted , 

continued or substituted in connection with a Change in Control, if the employment of Opllonee 

is terminated within two (2) years following the Change in Control (i) by the Company or its 

acquirer or successor for any reason other than Cause or (ii) by Optionee with Good Reason. 

(ii) "Competitive Product or Service· means any product, process, system or service (in 

existence or under development) of any person or organization other than the Company that is 

the same as, similar to , or competes with, a product, process, system or service (in existence 

or under development) upon which 0ptionee worked or for which 0ptionee had responsibilities 

at the Company during the twenty-four (24) months prior to lhe Last Day (as defined below). 

(iii) "Competitor" means 0ptionee or any other person or organization engaged in, or about to 

become engaged in, research or development, product ion, marketing, leasing, selling, or 

serv,icing of a Competitive Product or Service. 

(iv) "Divestiture" means the sale or other trainsJer of equity securities of a Subsidiary to a person 

or entity other than the Company or an affiliate of the Company, or if a Subsidiary leases, 

exchanges or transfers all or any portion of its assets to such a person or entity, then the 

Committee may specify thal such transaction or event constitu tes a "Divestiture·. 

(v) "Good Reason" shall mean, unless otherwise defined in a w ri tten employment agreement in 

effect between the Company or any of its Subsidiaries and 0ptionee, the relocation of 

0ptlonee's office at which 0 plionee is to perform his or her duties to a location more tt,an thirty 

(30) miles from the location at which 0ptionee performed his or her duties prior to a Change in 

Control. 

(vi) "Last Day" means Qpt.ionee's last day of employment with the Company ,regardl'ess of the 

reason for 0ptionee's separation. 

(v;ii } "Po.sition Elimination" means the elimination of 0ptionee's position. 
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(v iii) “P ro te c te d  R e la tio n s h ip ” m e a n s  p o lic y h o ld e rs , a g e n ts , b ro k e rs , d e a le rs , d is trib u te rs , s o u rc e s  o f s u p p ly  o r c u s to m e rs  w ith  w h o m , w ith in  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y , O p tio n e e , d ire c tly  o r in d ire c tly  (e .g ., th ro u g h  e m p lo y e e s  w h o m  O p tio n e e  s u p e rv is e d ) h a d  m a te ria l b u s in e s s  c o n ta c t a n d /o r a b o u t w h o m  O p tio n e e  o b ta in e d  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts . (ix ) “R e s tric te d  G e o g ra p h ic  A re a ” m e a n s  th e  te rrito ry  (i.e .: (i) s ta te (s ), (ii) c o u n ty (ie s ), o r (iii) c ity (ie s )) in  w h ic h , d u rin g  th e  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y , O p tio n e e  p ro v id e d  m a te ria l s e rv ic e s  o n  b e h a lf o f th e  C o m p a n y  (o r in  w h ic h  O p tio n e e  s u p e rv is e d  d ire c tly , in d ire c tly , in  w h o le  o r in  p a rt, th e  s e rv ic in g  a c tiv itie s ). (x ) “R e s tric te d  P e rio d ” m e a n s  th e  p e rio d  o f O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  a n d  a  p e rio d  o f tw e lv e  (1 2 ) m o n th s  a fte r th e  L a s t D a y . O p tio n e e  re c o g n iz e s  th a t th e  d u ra tio n a l te rm  is  re a s o n a b ly  a n d  n a rro w ly  ta ilo re d  to  th e  C o m p a n y ’s  le g itim a te  b u s in e s s  in te re s t a n d  n e e d  fo r p ro te c tio n  w ith  e a c h  p o s itio n . (x i) “S tra te g ic  J o in t V e n tu re ” m e a n s  a  b u s in e s s  a rra n g e m e n t e n te re d  in to  b y  th e  C o m p a n y  w ith  o n e  o r m o re  o th e r p a rtie s  to  o w n  a n d  o p e ra te  a n  e n tity  in  w h ic h  th e  C o m p a n y  c o n tin u e s  to  h a v e  a  s tra te g ic  in te re s t. (x ii) “Wo rk fo rc e  R e d u c tio n ” m e a n s  a  re d u c tio n  in  fo rc e , a s  d e te rm in e d  b y  th e  C o m p a n y  in  a c c o rd a n c e  w ith  its  s ta n d a rd  c o d in g  p ro c e d u re s . I. E x e c u tio n . If O p tio n e e  s h a ll fa il to

e x e c u te  th is  A g re e m e n t, e ith e r m a n u a lly  w ith  a  p a p e r d o c u m e n t, o r th ro u g h  th e  o n lin e  g ra n t a g re e m e n t p ro c e d u re  w ith  th e  C o m p a n y ’s  d e s ig n a te d  b ro k e r– d e a le r, a n d , if m a n u a lly  e x e c u te d , re tu rn  th e  e x e c u te d  o rig in a l to  th e  S e c re ta ry  o f th e  C o m p a n y , th e  A w a rd  s h a ll b e  n u ll a n d  v o id . T h e  c h o ic e  o f fo rm  w ill b e  a t th e  C o m p a n y ’s  d is c re tio n . 1 0
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(viii) "Protected Relationship" means policyholders, agents, brokerS, dealers, distributerS, 

sources of supply or customers with whom, within twenty-four (24) months prior to the l..ast 

Day, Optionee, directly or indirectly (e.g., through employees whom Optionee supervised) had 

material business contact and/or about whom Optionee obtained confidentia l information and 

trade secrets. 

(ix) "!Restricted Geographic Area" means the territory (i.e.: (i) state(s), (ii) county(ies), or (iii) 

city(les)) in which, during the twenty-four (24) months prior to the Last Day., Optionee provided 

material s-ervices on behalf of the Company (or in which Optione-e supervised direotly, indirectly, 

in whole or in part, the servicing activities). 

(x) "!Restirlicted Period" means the period of Optionee's employmen t with the Company and a 

period of twelve (12) months after the last Day, Optionee recognizes that the durational term 

is reasonably and narrowly ta ilored to the Company's legitimate business interest and need for 

protection with each position. 

(xi) "Strategic Joint Venture· means a business arrangement entered into by the Company with 

one or more other parties to own and operate an entity in which the Company continues to 

have a strategic interest. 

(~ii} "Workforce Reduction· means a reduction in force, as determined by the Company in, 

accordance with its standard coding procedures. 

I. Execution. If Optionee shall fa il to execute this Agreement, either manually with a paper 

document, or through the online grant agreement procedure with the Compan,y's designated broker-dealer, 

and, if manually executed, return the exscu!ed original to the Secretary of the Company, the Award shall 

be null and void . The choice of fo rm will be at the Company's discretion, 

JO 



 

IN  WIT N E S S  WH E R E O F , C o m p a n y  h a s  c a u s e d  th is  A g re e m e n t to  b e  e x e c u te d  o n  its  b e h a lf b y  its  d u ly  a u th o riz e d  o ffic e r, a n d  O p tio n e e  h a s  e x e c u te d  th is  A g re e m e n t, e a c h  a s  o f th e  d a y  firs t a b o v e  w ritte n . "C o m p a n y " A T T E S T : H U M A N A  IN C . B Y : B Y : J O S E P H  C . V E N T U R A  B R U C E  D . B R O U S S A R D  C h ie f L e g a l O ffic e r &  C o rp o ra te  S e c re ta ry  P re s id e n t &  C h ie f E x e c u tiv e  O ffic e r “O p tio n e e ” < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e >  1 1
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IN WITNESS WHEREOF, Company has caused this Agreement to be executed on its behalf by its 

du ly authorized officer, and Optionee has executed this Agreement, each as of the day first above written . 

"Company" 

ATTEST: HUMANA INC. 

BY: ______________ _ BY: ____________ _ 
JOSEPH C. VENTURA BRUCE D. BROUSSARD 

Chief lega11 Officer & Corporate Secretary President & Chief Execut ive Officer 

"Optionee"' 

<firsl_name> <:middle_name> <lsst_name> 

J I 
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E x h ib it 1 0 (ii) H U M A N A  IN C . S T O C K  O P T IO N  A G R E E M E N T  A N D  A G R E E M E N T  N O T  T O  C O M P E T E  O R  S O L IC IT  U N D E R  T H E  2 0 1 1  S T O C K  IN C E N T IV E  P L A N  T H IS  A G R E E M E N T  (“A g re e m e n t”) m a d e  a s  o f < a w a rd _ d a te >  (th e  “D a te  o f G ra n t”) b y  a n d  b e tw e e n  H U M A N A  IN C ., a  c o rp o ra tio n  d u ly  o rg a n iz e d  a n d  e x is tin g  u n d e r th e  la w s  o f th e  S ta te  o f D e la w a re  (h e re in a fte r re fe rre d  to  a s  th e  "C o m p a n y "), a n d  < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e > , a n  e m p lo y e e  o f th e  C o m p a n y  (h e re in a fte r re fe rre d  to  a s  "O p tio n e e "). WIT N E S S E T H  WH E R E A S , th e  H u m a n a  In c . 2 0 1 1  S to c k  In c e n tiv e  P la n  (th e  "P la n "), w a s  a p p ro v e d  b y  th e  C o m p a n y ’s  B o a rd  o f D ire c to rs  a n d  s to c k h o ld e rs ; a n d  WH E R E A S , th e  C o m p a n y  d e s ire s  to  g ra n t to  O p tio n e e  a n  o p tio n  to  p u rc h a s e  s h a re s  o f c o m m o n  s to c k  o f th e  C o m p a n y  in  a c c o rd a n c e  w ith  th e  P la n ; N O W, T H E R E F O R E , in  c o n s id e ra tio n  o f th e  p re m is e s  a n d  m u tu a l c o v e n a n ts  h e re in a fte r s e t fo rth , a n d  o th e r g o o d  a n d  v a lu a b le  c o n s id e ra tio n , th e  C o m p a n y  a n d  O p tio n e e  a g re e  a s  fo llo w s : I. O P T IO N  G R A N T  A . G ra n t o f O p tio n . T h e  C o m p a n y  h e re b y  g ra n ts  to  O p tio n e e , a s  a  m a tte r o f s e p a ra te  in d u c e m e n t a n d  a g re e m e n t a n d  n o t in  lie u  o f s a la ry  o r o th e r c o m p e n s a tio n  fo r s e rv ic e s , a  N o n -Q u a lifie d  S to c k  O p tio n  to  p u rc h a s e  < s h a re s _ a w a rd e d >  s h a re s  o f th e  $ .1 6 -2 /3  p a r v a lu e  c o m m o n  s to c k  o f th e  C o m p a n y  ("C o m m o n  S to c k ") a t

th e  p u rc h a s e  p ric e  o f < a w a rd _ p ric e >  p e r s h a re  (th e  "O p tio n ") e x e rc is a b le  o n  th e  te rm s  a n d  c o n d itio n s  s e t fo rth  h e re in . B . T e rm . T h e  te rm  o f th e  O p tio n  s h a ll c o m m e n c e  u p o n  th e  D a te  o f G ra n t, a n d  s h a ll e x p ire  o n  < e x p ire _ D a te >  (th e  “E x p ira tio n  D a te ”). C . V e s tin g  o f O p tio n . E x c e p t a s  o th e rw is e  s e t fo rth  h e re in , th e  O p tio n  s h a ll b e  e x e rc is a b le  b y  O p tio n e e  o r h is /h e r p e rs o n a l re p re s e n ta tiv e  o n  a n d  a fte r th e  firs t a n n iv e rs a ry  o f th e  D a te  o f G ra n t in  c u m u la tiv e  a n n u a l in s ta llm e n ts  o f o n e -th ird  o f th e  n u m b e r o f S h a re s  c o v e re d  h e re b y  (e a c h  s u c h  d a te , a  “V e s tin g  D a te ” a n d  th e  p e rio d  b e tw e e n  e a c h  V e s tin g  D a te  o r b e tw e e n  th e  D a te  o f G ra n t a n d  a  V e s tin g  D a te , a s  a p p lic a b le , a  “V e s tin g  P e rio d ”), s u b je c t to  O p tio n e e ’s  c o n tin u e d  e m p lo y m e n t w ith  th e  C o m p a n y  th ro u g h  e a c h  V e s tin g  D a te , e x c e p t a s  s e t fo rth  in  S e c tio n  D  b e lo w . D . E ffe c t o f T e rm in a tio n  o f E m p lo y m e n t o n  O p tio n . If th e  e m p lo y m e n t o f O p tio n e e  is  te rm in a te d  fo r a n y  re a s o n , th e  O p tio n  s h a ll v e s t a n d  re m a in  e x e rc is a b le  a s  fo llo w s : 1 . If th e  e m p lo y m e n t o f O p tio n e e  is  te rm in a te d  b y  th e  C o m p a n y  fo r C a u s e , a ll th e  rig h ts  o f O p tio n e e  u n d e r th is  A g re e m e n t, w h e th e r o r n o t e x e rc is a b le , s h a ll te rm in a te  im m e d ia te ly . 2 . In  th e  e v e n t o f O p tio n e e ’s  R e tire m e n t, (i) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  R e tire m e n t, th is  O p tio n  (o r p o rtio n  h e re o f) s h a ll b e  e x e rc is a b le  N Q  –  N C N S  - R E
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HUMANA INC. 
STOCK OPTION AGREEMENT 

AND AGREEMENT NOT TO COMPETE OR SOLICIT 
UNDEIR THE 2011 STOCK INCENTIVE PLAIN 

Exhibit 10(ii) 

THIS AGREEMEN:T ("Agreement") made as of <award_date> (the "Date of Grant") by and 

between HUMANA INC. , a corporation duly organized and existing under the laws of the State of Delaware 

(hereinafter referred to as the "Company" ), and <first_name> <middle_name> <last_name>, an employee 

of the Company (hereinafter referred to as "Optionee"). 

WITNESSETH 

WHEREAS, the Humana Inc. 2011 Stock Incentive Plan (the "Plan"), was approved by the 

Company's Board of Directors and stockholders; and 

WHEREAS, the Company desi res to grant to Optionee an option to purchase shares of common 

stock of the Company in accordance with the Plan; 

NOW, THEREFORE, in consideration of the premises and mutual covenants hereinafter set forth , 

and other good and va luable consideration, the Company and Optionee agree as follows: 

I. OPTilON GRANT 

A. Grant of Option. The Company hereby grants to Optionee, as a matter of separate 

inducement and agreement and nol in, lieu of sa lary or other compensation for sel"llices, a Non-Qualified 

Stock Option to purchase <shares_awarded> shares of the $.16-2/3 par va lue common stock of the 

Company ("Common Stock" ) at Ile purchase price of <award_price> per share (the "Optiion") exercisable 

on the te rms and conditions set forth herein. 

B. Term. The term of the Option sh,all commence upon the Date of Grant, and shall expire 

on <expire_Date> (the "Expiration Date"). 

C. Vesting of Option. Except as otherwise set forth herein , the Option shall be exercisable 

by Oplionee or his/her personal representative on and aft.er the fi rst anniversary of the Date of Grant in 

cumulative annua l installments of one-third of the number of Shares covered hereby (each such date, a 

"Vesting Date" and the period between each Vesting Date or between the Date of Grant and a Vesting 

Date, as applicable, a "Vesting Period"), subject lo OpUonee's conti nued employment with !he Company 

through eaoh Vesting Date, exoept as set forth in Section D below. 

D. Effect o-f Tennination of Empl'oyment on Option. If the employment of Optionee is 

terminated for any reason, the Option sha ll vest and remain exercisable as follows; 

1. If the employment of Optionee is terminated by the Company fo r Cause, all the 

rights of Opt ionee under this Agreement, whether or not exercisable, shall terminate immediately. 

2. In the even t of Optionee's Retirement, (i) to the extent that this Option (o r portion 

hereof) is exercisable as of the date of such Retirement. this Option (or portion hereof) shall be exercisable 

Q- N NS -



 

a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  a fte r th e  d a te  o f R e tire m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te , a n d  o n ly  to  th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  a t th e  d a te  o f R e tire m e n t, a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  R e tire m e n t, a  p ro ra te d  p o rtio n  o f th e  O p tio n  th a t w o u ld  h a v e  v e s te d  o n  th e  n e x t s c h e d u le d  V e s tin g  D a te  s h a ll v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  n e x t s c h e d u le d  V e s tin g  D a te , w ith  th e  p ro ra tio n  to  b e  d e te rm in e d  b y  c a lc u la tin g  th e  p ro d u c t o f (A ) th e  q u o tie n t o f (x ) th e  n u m b e r o f c o m p le te d  m o n th s  O p tio n e e  h a s  b e e n  e m p lo y e d  s in c e  th e  D a te  o f G ra n t o r th e  m o s t re c e n t V e s tin g  D a te , a s  a p p lic a b le , d iv id e d  b y  (y ) th e  n u m b e r o f m o n th s  in  th e  c u rre n t V e s tin g  P e rio d , m u ltip lie d  b y  (B ) th e  to ta l n u m b e r o f O p tio n s  th a t w e re  s c h e d u le d  to  v e s t a n d  b e c o m e  e x e rc is a b le  o n  th e  n e x t s c h e d u le d  V e s tin g  D a te . F o r p u rp o s e s  o f th e  fo re g o in g  c a lc u la tio n , a  m o n th  is  c o m p le te  o n  th e  d a y  in  th e  fo llo w in g  m o n th  th a t c o rre s p o n d s  to  th e  D a te  o f G ra n t. T h e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  c la u s e  (ii) o f th is  S e c tio n  I.D .2  s h a ll b e  e x e rc is a b le  a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  fo llo w in g  th e  d a te  o f O p tio n e e ’s  R e tire m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  R e tire m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to

a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .2 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  R e tire m e n t. A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  R e tire m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .2 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  R e tire m e n t. 3 . In  th e  e v e n t o f te rm in a tio n  d u e  to  d e a th  o r D is a b ility  o f O p tio n e e  w h ile  in  th e  e m p lo y  o f th e  C o m p a n y , th is  O p tio n  s h a ll b e c o m e  fu lly  v e s te d  a n d  e x e rc is a b le  o f th e  te rm in a tio n  d u e  to  d e a th  o r D is a b ility  o f O p tio n e e  a n d  s h a ll re m a in  e x e rc is a b le  b y  O p tio n e e  o r th e  p e rs o n  o r th e  p e rs o n s  to  w h o m  th o s e  rig h ts  p a s s  b y  w ill o r b y  th e  la w s  o f d e s c e n t a n d  d is trib u tio n  o r, if a p p ro p ria te , b y  th e  le g a l re p re s e n ta tiv e  o f O p tio n e e  o r th e  e s ta te  o f O p tio n e e  a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  a fte r th e  d a te  o f s u c h  d e a th  o r th e  d a te  o f d e te rm in a tio n  o f D is a b ility , re g a rd le s s  o f th e  E x p ira tio n  D a te . 4 . In  th e  e v e n t th a t O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a  D iv e s titu re  o f th e  b u s in e s s  to  w h ic h  O p tio n e e  p ro v id e s  s e rv ic e s , (i) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th is  O p tio n  (o r p o rtio n  h e re o f) s h a ll b e  e x e rc is a b le  u n til th e  d a te  th a t is  n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  is  s c h e d u le d  to  v e s t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te , a n d  o n ly  to

th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  a t th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, [a n d  (A ) th e  C o m p a n y  m a in ta in s  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n ,]1  th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th ro u g h  th e  d a te  th a t th e  O p tio n  w o u ld  b e c o m e  fu lly  v e s te d ; p ro v id e d  th a t[, in  th e  e v e n t th e  C o m p a n y  m a in ta in s  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n ,]2  th e  O p tio n e e  m u s t re m a in  e m p lo y e d  b y  th e  d iv e s te d  b u s in e s s  o n  e a c h  o f th e  1  N T D : A p p lic a b le  o n ly  fo r a n n u a l a w a rd . R e m o v e  fo r n e w  h ire . 2  N T D : A p p lic a b le  o n ly  fo r n e w  h ire . R e m o v e  fo r a n n u a l a w a rd . 2
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at any time within two (2) years after the date of Retirement, but in no event beyond the Expiration Date, 

and only to the extent the Option (or portion hereof) was exercisable at the date of Retirement, and (ii) to 

lhe extent that lhis Option (or portion hereof) is not exercisable as of the date of such Retirement, a prorated 

portion of the Option that would have vested on the next scheduled Vesting Date shall vest and become 

exercisable upon the next schedu led Vesting Date, with the proration to be determined by ca lculating the 

product of (A) the quotient of (x) the number of completed months Optionee lhas been employed since the 

Dai.e of Grant or the most recent Vestiog Da le, as applicable, divided by (y) the number of months in lhe 

current Vesting Period, multiplied by (B) the tota l number of Options that were scheduled to vest and 

become exercisable on the next scheduled Vesting Date. For purposes of the foregoing ca lculation, a month 

is complete on the day in the following month that corresponds to the Date of Grant The portion of the 

Option that vests pursuant lo clause (ii) of this Section I.D.2 shall be exercisable at any time within two (2) 

years fol towing the date of Optionee's Retirement, but in no event beyond the Expiration Date. Any portion 

of the Option that is not exercisable on the date of Optionee's Retirement and could not become exercisable 

after taking into account the provisi.ons of this Section 1.0 .2. shaM be immediately forfeited upon Optionee's 

Retirement. Any portion of the Option that is not exercisable on the date of Optionee's Retirement and could 

not become exercisable after taking into account the provisions of ltiis Section I.D.2. shall be immediately 

forfeited upon Optionee's Retirement. 

3. In the event of termination due to death or Disability of Optionee while in the 

employ of the Company, this Option shall become fully vested and exercisable of the termination due to 

dea.u, or Disability of Optionee and sha ll remain exercilsable by Optlonee or the person or the persons to 

whom those rights pass by will or by the laws of descent and distribution or, if appropriate, by the legal 

representative of Optionee or the estate of Optionee at any time within two (2) years after the date of such 

dealh or the date of determination of Disability, regardless of the Expiration Date. 

4. In the event that Optionee's employment with the Company terminates due to a 

Divestiture of the business to which OpUonee provides services, (i) to the extent that this Option (or portion 

hereof) is exemisable as of the date of such termination of employment, this Option (or portion hereof) sha'II 

be exercisable until the date that is ninety (90) days following the last date on which any portion of the 

Option is scheduled to vest. but in no event beyond the Expiration Date, arid only to the extent the Option 

(or portion hereof) was exercisable at the date of such termination of employment, and (ii) to the extent that 

this Option (or portion hereof) is not exercisable as of the date of such termination of employment, (and (A) 

the Company maintains a strateg ic interest in the divested business, as determined by lhe Committee in 

its sofe discretion,]1 the unvested portion of the Option shall continue to vest and become exercisable upon 

the regular Vesting Dates through the date that the Option would become ful ly vested; provided that[, in the 

event the Company maintains a strategic interest in the di,vested business, as detennined by the Committee 

in its sole discretion,]2 the Optionee must remain employed by the divested business on each of the 

1 NTD: Appl.icable only for annual award. R1m1ove for new hire. 
2 NTD: Applicable only for new hire. Remove for annual award. 
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a p p lic a b le  V e s tin g  D a te s . F o r th e  a v o id a n c e  o f d o u b t, if th e  O p tio n e e ’s  e m p lo y m e n t w ith  th e  a fo re m e n tio n e d  d iv e s te d  b u s in e s s  te rm in a te s  p rio r to  a  V e s tin g  D a te , th e  O p tio n e e ’s  u n v e s te d  O p tio n  w ill n o  lo n g e r v e s t p u rs u a n t to  th is  S e c tio n  I.D .4  a n d  w ill b e  fo rfe ite d  u p o n  s u c h  te rm in a tio n ; [o r (B ) th e  C o m p a n y  d o e s  n o t m a in ta in  a  s tra te g ic  in te re s t in  th e  d iv e s te d  b u s in e s s , a s  d e te rm in e d  b y  th e  C o m m itte e  in  its  s o le  d is c re tio n , th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th a t w o u ld  o c c u r d u rin g  th e  tw e lv e  (1 2 ) m o n th  p e rio d  im m e d ia te ly  fo llo w in g  th e  te rm in a tio n  o f O p tio n e e ’s  e m p lo y m e n t a s  if O p tio n e e  c o n tin u e d  to  b e  e m p lo y e d  b y  th e  C o m p a n y  d u rin g  s u c h  p e rio d ,]3  a n d  th e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  th is  c la u s e  (ii) s h a ll b e  e x e rc is a b le  fo r n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  v e s ts , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .4 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. 5 . In  th e  e v e n t th a t O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a  Wo rk fo rc e  R e d u c tio n  o r a  P o s itio n  E lim in a tio n , (i) to  th e  e x te n t th a t th is

O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th is  O p tio n  (o r p o rtio n  h e re o f) s h a ll b e  e x e rc is a b le  u n til th e  d a te  th a t is  n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  is  s c h e d u le d  to  v e s t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te , a n d  o n ly  to  th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  in  a c c o rd a n c e  w ith  th is  S e c tio n  I.D .6 , a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th a t w o u ld  o c c u r [d u rin g  th e  tw e lv e  (1 2 ) m o n th  p e rio d  im m e d ia te ly  fo llo w in g  th e  te rm in a tio n  o f O p tio n e e ’s  e m p lo y m e n t]4  a s  if O p tio n e e  c o n tin u e d  to  b e  e m p lo y e d  b y  th e  C o m p a n y , a n d  th e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  th is  c la u s e  (ii) s h a ll b e  e x e rc is a b le  fo r n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  v e s ts , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .5 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. 6 . In  th e  e v e n t th a t O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  te rm in a te s  d u e  to  a

tra n s fe r to  a  S tra te g ic  J o in t V e n tu re , (i) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th is  O p tio n  (o r p o rtio n  h e re o f) s h a ll b e  e x e rc is a b le  u n til th e  d a te  th a t is  n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  is  s c h e d u le d  to  v e s t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te , a n d  o n ly  to  th e  e x te n t th e  O p tio n  (o r p o rtio n  h e re o f) w a s  e x e rc is a b le  a t th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, a n d  (ii) to  th e  e x te n t th a t th is  O p tio n  (o r p o rtio n  h e re o f) is  n o t e x e rc is a b le  a s  o f th e  d a te  o f s u c h  te rm in a tio n  o f e m p lo y m e n t, th e  u n v e s te d  p o rtio n  o f th e  O p tio n  s h a ll c o n tin u e  to  v e s t a n d  b e c o m e  e x e rc is a b le  u p o n  th e  re g u la r V e s tin g  D a te s  th ro u g h  th e  d a te  th a t 3  N T D : A p p lic a b le  fo r a n n u a l a w a rd s . R e m o v e  fo r n e w  h ire s . 4  N T D : A p p lic a b le  fo r a n n u a l a w a rd s . R e m o v e  fo r n e w  h ire s . 3
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applicable Vesting Dates. For the avoidance of doubt, if the Optionee's employment with the 

aforementioned divested business terminates prior to a Vesting Date, the Optionee's unvested Option will 

no longer vest pursuant to thi.s Section I.D.4 and win be forfeited upon such termination; (or (B) the Company 

does not maintain a strategic interest in lhe divest.ad business, as determined by the Committee in its sole 

discretion, the unvested portion of the Option shall continue to vest and become exercisable upon the 

regular Vesting Dates that wou ld occur during the twelve (12) month period immediately following the 

termination of Optionee·s employment as if Optionee continued to be employed by the Company during 

such period,P and the portion of the Option that vests pursuant to this clause (ii) shal l be exercisable for 

ninety (90) days following the last date on which any portion of the Option vests, but in no event beyond 

the Expiration Date. Any portion of the Option that is not exercisable on lhe dale of Oplionee's termination 

of employment and could not become exercisable after taking into aocount the provisions of this Seotion 

I.D.4. shall be immediately forfeited upon Optionee's termination of employment 

5. In the event that Oplfonee's employment with the Company terminates due to a 

Workforce Reduction or a Position Elimiination, (i) to the extent that this Op~ion (or portion he,eof) is 

exercisable as of the date of such termination of employment, this Option (or portion hereof) shall be 

exercisable until the date that is ninety (90) days following the last date on which any portion of the Option 

is scheduled to vest. but in no event beyond the Expira tion Date. and onty to the extent the Option (or 

portion hereof) was exercisable in accordance with this Section I.D.6, and (ii) to the extent that this Oplion 

(or portion hereof) is not exercisab le as of the date of such termination of employment, the unvested portion 

of the Option shall continue to vest and oecome exercisaole upon the regular Vesting Dates thal woul'd 

occur (during the twelve (12) month period immediately following the termination of Optionee's 

employment]4 as if Optionee continued to be employed by the Company, and the portion of the Option that 

vests pursuant to this clause (ii) shall be exercisable for ninety (90) days following the last date on wh ich 

any portion of the Option vests, but in no event beyond the Expiration Date. Any portion of the Option that 

is not exercisable on the date of Optionee's termination of employment and cou ld not become exercisable 

after taking into account the provisions of this Sedion LD.5. shall be immediately forfeited upon Optionee's 

termination of employment. 

6. In the event that Optionee's employment with the Company terminates due to a 

transfer to a Strategiic Joint Venture, (i) to the extent that this Option (or portion hereof) is exercisabl'e as of 

the date of such termination of employment. this Option (or portion hereof) shall be exercisable until the 

date that is ninety (90) days following the last date on which any portion of the Option is scheduled to vest. 

but in no event beyond the Expiration Date, and only to the extent the Option (or portion hereof) was 

exercisable at the date of such termination, of employment, and (ii) to the extent that this Option (or portion 

hereof) is not exercisable as of the date of such termination of employment. the unvested portion of the 

Option shall continue to vest and become exercisable upon the regular Vesting Dates through the date that 

l NTD: Applicable for annual awards. Remove fo r new hires. 
4 NTD: Applicable for annual awards. Remove fo r new hires. 
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th e  O p tio n  w o u ld  b e c o m e  fu lly  v e s te d  a s  if O p tio n e e  c o n tin u e d  to  b e  e m p lo y e d  th ro u g h  s u c h  V e s tin g  D a te , a n d  th e  p o rtio n  o f th e  O p tio n  th a t v e s ts  p u rs u a n t to  th is  c la u s e  (ii) s h a ll b e  e x e rc is a b le  fo r n in e ty  (9 0 ) d a y s  fo llo w in g  th e  la s t d a te  o n  w h ic h  a n y  p o rtio n  o f th e  O p tio n  v e s ts , b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n s  o f th is  S e c tio n  I.D .6 . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. 7 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th is  O p tio n  (o r a n y  o p tio n  o r o th e r a w a rd  fo r w h ic h  th is  O p tio n  is  s u b s titu te d  o r in to  w h ic h  th is  O p tio n  is  c o n v e rte d  in to  in  c o n n e c tio n  w ith  th e  C h a n g e  in  C o n tro l) s h a ll b e c o m e  fu lly  v e s te d  a n d  im m e d ia te ly  e x e rc is a b le  in  its  e n tire ty , a n d  th is  O p tio n  (o r a n y  s u b s titu te  o r c o n v e rte d  a w a rd ) s h a ll re m a in  e x e rc is a b le  a t a n y  tim e  w ith in  tw o  (2 ) y e a rs  a fte r th e  d a te  o f te rm in a tio n  o f O p tio n e e ’s  e m p lo y m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . 8 . If th e  e m p lo y m e n t o f O p tio n e e  te rm in a te s  fo r a n y  re a s o n  o th e r th a n  fo r C a u s e , R e tire m e n t, d e a th  o r D is a b ility , P o s itio n  E lim in a tio n , Wo rk fo rc e  R e d u c tio n , D iv e s titu re , d u e  to  a  tra n s fe r to  a  S tra te g ic  J o in t V e n tu re  o r a s  a  re s u lt o f a  C h a n g e  in  C o n tro l T e rm in a tio n , u n le s s  o th e rw is e  s p e c ifie d  h e re in , a ll th e  rig h ts  o f

O p tio n e e  u n d e r th is  A g re e m e n t th e n  e x e rc is a b le  s h a ll re m a in  e x e rc is a b le  a t a n y  tim e  w ith in  n in e ty  (9 0 ) d a y s  a fte r th e  la te r o f th e  d a te  o f s u c h  te rm in a tio n  a n d  th e  la s t d a te  th a t th e  O p tio n  v e s ts  p u rs u a n t to  th e  te rm s  o f th is  A g re e m e n t, b u t in  n o  e v e n t b e y o n d  th e  E x p ira tio n  D a te . A n y  p o rtio n  o f th e  O p tio n  th a t is  n o t e x e rc is a b le  o n  th e  d a te  o f th e  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t a n d  c o u ld  n o t b e c o m e  e x e rc is a b le  a fte r ta k in g  in to  a c c o u n t th e  p ro v is io n  o f S e c tio n  I.D . s h a ll b e  im m e d ia te ly  fo rfe ite d  u p o n  O p tio n e e ’s  te rm in a tio n  o f e m p lo y m e n t. E . E x e rc is e  o f O p tio n . 1 . T h e  O p tio n  s h a ll b e  e x e rc is a b le  o n ly  b y  w ritte n  n o tic e  to  th e  S e c re ta ry  o f th e  C o m p a n y  a t th e  C o m p a n y 's  p rin c ip a l e x e c u tiv e  o ffic e s , o r th ro u g h  th e  o n lin e  p ro c e d u re  to  s u c h  b ro k e r- d e a le r a s  d e s ig n a te d  b y  th e  C o m p a n y , O p tio n e e  o r h is /h e r le g a l re p re s e n ta tiv e  a s  h e re in  p ro v id e d . S u c h  n o tic e  s h a ll s ta te  th e  n u m b e r o f S h a re s  w ith  re s p e c t to  w h ic h  th e  O p tio n  is  b e in g  e x e rc is e d  a n d  s h a ll b e  s ig n e d , o r a u th o riz e d  e le c tro n ic a lly , b y  O p tio n e e  o r h is /h e r le g a l re p re s e n ta tiv e , a s  a p p lic a b le . 2 . T h e  p u rc h a s e  p ric e  s h a ll b e  p a id  a s  fo llo w s : a ) In  fu ll in  c a s h  u p o n  th e  e x e rc is e  o f th e  O p tio n ; b ) B y  te n d e rin g  to  th e  C o m p a n y  S h a re s  o w n e d  b y  O p tio n e e  p rio r to  th e  d a te  o f e x e rc is e  a n d  h a v in g  a n  a g g re g a te  F a ir M a rk e t V a lu e  e q u a l to  th e  c a s h  e x e rc is e  p ric e  a p p lic a b le  to  th e  O p tio n ; c ) A  c o m b in a tio n  o f I.E .(2 )(a )

a n d  I.E .(2 )(b ) a b o v e ; o r (d ) T h ro u g h  th e  c a s h le s s  e x e rc is e  p ro v is io n s  o f th e  d e s ig n a te d  b ro k e r-d e a le r a s  d e s c rib e d  in  th e  p ro c e d u re s  c o m m u n ic a te d  to  O p tio n e e  b y  th e  C o m p a n y . 3 . F e d e ra l, s ta te  a n d  lo c a l in c o m e  a n d  e m p lo y m e n t ta x e s  a n d  o th e r a m o u n ts  a s  m a y  b e  re q u ire d  b y  la w  to  b e  c o lle c te d  b y  th e  C o m p a n y  (“With h o ld in g  T a x e s ”) in  c o n n e c tio n  w ith  th e  e x e rc is e  o f th e  O p tio n  s h a ll b e  p a id  p u rs u a n t to  th e  P la n  b y  O p tio n e e  p rio r to  th e  d e liv e ry  o f a n y  C o m m o n  S to c k  u n d e r th is  A g re e m e n t. T h e  C o m p a n y  s h a ll, a t O p tio n e e ’s  e le c tio n , w ith h o ld  d e liv e ry  o f a  n u m b e r o f S h a re s  4
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the Opllon wou ld become fully vest.ed as if Optionee continued to be employed through such Vesting1 Date, 

and the portion olthe Option that vests pursuant to this clause (ii ) shall be exercisable for ninety (90) days 

fol:Jowing lhe last date on wti ich any portion of the Option vests, but in no event beyond the Expiration Date. 

Any portion of the Option that is not exercisable on the date of Optionee's te rmination of employment and 

could not become exercisab le after taking into account the provisions of this Section 1.0.6. shaU be 

immediately forfeited upon Optionee's termination of employment. 

7 . In the event of a Change in Control Termination, this Op~lon (or any option or other 

award for which this Option is substituted or into whioh this Option is converted into in connection with the 

Change in Control) shall become fully vested and immediately •exe.rcfaable in its entirety, and this Option 

(or any subslitute or converted award) shall remain exercisable at any time within two (2) years after the 

date of termination of Optionee's employment, but in no event beyond the Expiration Date. 

8. If the employment of Optionee term inates for any reason other than for Cause, 

Retirement, death or Disability, Position El imination, Workforce Reduction, Divestiture , due to a transfer to 

a Strategic Joint Vent1.1re or as a result of a Change in Con trol Termination, un less otherwise specifi ed 

herein, all the rights of Optionee under this Ag reement then exercisable shall remain exercisable at any 

time within ninety (90) days after the later of the date of such te~mination and the l'ast date that the Option 

vests pursuant to the terms of this Agr"ment, but in no event beyond the Expiration Date . Any portion of 

the Option that is not exercisable on the dats of the Opt ionee's termination of employment and oould not 

become exercisable after taking into acoount the provision of Section I.D. shal l be immediately forfeited 

upon Opllonee·s term.tnalion of employment. 

E. ,Exercise of Option. 

1. The Option shall be exercisable onty by written notice to the Secretary of the 

Company at the Company's principal executive offices, or through the online procedure to such broker­

dealer as designated by the Company, Optionee or his/her legal representative as herein provided. Such 

notice shall state the number of Shares with respect to which the Option is being exercised and shall be 

signed, or authorized electronically, by Optionee or his/her lega l representative, as applicable. 

2. The purchase price sha ll be paid as follows: 

a) In full in cash upon the exercise of the Option; 

b) IBy tendering lo the Company Shares owned by Optionee prior to the date 

of exercise and having an aggregat.e Fa ir Market Value equal to the cash exercise price applicable to the 

Option; 

c) A combination of I.IE.(2)(a) and 1.E.(2)(b) above; or 

(d) Tomugh the cashless exercise provisions of the designated broker-dea ler 

as described in the procedures communicated to Optionee by the Company. 

3 . Federa l, slate and local income and employment taxes ar1d other amounts as may 

be req uired by llaw to be collected by the Company ("Withholding Taxes") in connection with the exercise 

of the Option shall be paid pursuant to the Plan by Optionee prior to the delivery of any Common Stook 

under this Ag reement The Company shall , at Optionee's election, withhold de livery of a number of Shares 
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w ith  a  F a ir M a rk e t V a lu e  a s  o f th e  e x e rc is e  d a te  e q u a l to  th e  With h o ld in g  T a x e s  in  s a tis fa c tio n  o f O p tio n e e ’s  o b lig a tio n s  h e re u n d e r. II. A G R E E M E N T  N O T  T O  C O M P E T E  A N D  A G R E E M E N T  N O T  T O  S O L IC IT . O p tio n e e  a g re e s  a n d  u n d e rs ta n d s  th a t th e  C o m p a n y ’s  b u s in e s s  is  a  p ro fit-g e n e ra tin g  b u s in e s s  o p e ra tin g  in  a  h ig h ly  c o m p e titiv e  b u s in e s s  e n v iro n m e n t a n d  th a t th e  C o m p a n y  h a s  a  le g itim a te  b u s in e s s  in te re s t in , a m o n g  o th e r th in g s , its  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts  (in c lu d in g  a s  p ro te c te d  in  o th e r a g re e m e n ts  a n d  p o lic ie s  b e tw e e n  th e  C o m p a n y  a n d  O p tio n e e ) th a t it is  p ro v id in g  O p tio n e e , a n d  in  th e  s ig n ific a n t tim e , m o n e y , tra in in g , te a m  b u ild in g  a n d  o th e r e ffo rts  it e x p e n d s  to  d e v e lo p  O p tio n e e ’s  s k ills  to  a s s is t in  p e rfo rm in g  O p tio n e e ’s  d u tie s  fo r th e  C o m p a n y , in c lu d in g  w ith  re s p e c t to  e s ta b lis h in g , d e v e lo p in g  a n d  m a in ta in in g  th e  g o o d w ill a n d  b u s in e s s  re la tio n s h ip s  w ith  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ) a n d  e m p lo y e e s , e a c h  o f w h ic h  O p tio n e e  a g re e s  a re  v a lu a b le  a s s e ts  o f th e  C o m p a n y  to  w h ic h  it h a s  d e v o te d  s u b s ta n tia l re s o u rc e s . O p tio n e e  a c k n o w le d g e s  th a t th e  g ra n t O p tio n e e  is  re c e iv in g  u n d e r th e  P la n  is  a  m e a n in g fu l w a y  th a t th e  C o m p a n y  e n tru s ts  O p tio n e e  w ith  its  g o o d w ill a n d  a lig n s  O p tio n e e  w ith  th e  C o m p a n y  o b je c tiv e  o f in c re a s in g  th e  v a lu e  o f th e  C o m p a n y ’s  b u s in e s s . A c c o rd in g ly ,

O p tio n e e  a c k n o w le d g e s  th e  im p o rta n c e  o f p ro te c tin g  th e  v a lu e  o f th e  C o m p a n y ’s  b u s in e s s  th ro u g h , a m o n g  o th e r th in g s , c o v e n a n ts  to  re s tric t O p tio n e e  fro m  e n g a g in g  in  a c tiv itie s  th a t w o u ld  a d v e rs e ly  a ffe c t th e  v a lu e  o f th e  C o m p a n y  a n d  its  g o o d w ill. A . A g re e m e n t N o t to  C o m p e te . O p tio n e e  a g re e s  th a t d u rin g  th e  R e s tric te d  P e rio d  (d e fin e d  b e lo w ) a n d  w ith in  th e  R e s tric te d  G e o g ra p h ic  A re a  (d e fin e d  b e lo w ), O p tio n e e  w ill n o t, d ire c tly  o r in d ire c tly , p e rfo rm  th e  s a m e  o r s im ila r re s p o n s ib ilitie s  O p tio n e e  p e rfo rm e d  fo r th e  C o m p a n y  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e  (d e fin e d  b e lo w ). N o tw ith s ta n d in g  th e  fo re g o in g , O p tio n e e  m a y  a c c e p t e m p lo y m e n t w ith  a  C o m p e tito r (d e fin e d  b e lo w ) w h o s e  b u s in e s s  is  d iv e rs ifie d , p ro v id e d  th a t: (1 ) O p tio n e e  w ill n o t b e  e n g a g e d  in  w o rk in g  o n  o r p ro v id in g  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  th e  C o m p a n y ’s  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts ; a n d  (2 ) th e  C o m p a n y  re c e iv e s  w ritte n  a s s u ra n c e s  fro m  th e  C o m p e tito r a n d  O p tio n e e  th a t a re  s a tis fa c to ry  to  th e  C o m p a n y  th a t O p tio n e e  w ill n o t w o rk  o n  o r p ro v id e  C o m p e titiv e  P ro d u c ts  o r S e rv ic e s , o r o th e rw is e  u s e  o r d is c lo s e  c o n fid e n tia l in fo rm a tio n  o r tra d e  s e c re ts . In  a d d itio n , n o th in g  in  th is  A g re e m e n t is  in te n d e d  to  p re v e n t O p tio n e e  fro m  in v e s tin g  O p tio n e e ’s  fu n d s  in  s e c u ritie s  o f a  p e rs o n  e n g a g e d  in  a  b u s in e s s  th a t is  d ire c tly  c o m p e titiv e  w ith  th e

C o m p a n y  if th e  s e c u ritie s  o f s u c h  a  p e rs o n  a re  lis te d  fo r tra d in g  o n  a  re g is te re d  s e c u ritie s  e x c h a n g e  o r a c tiv e ly  tra d e d  in  a n  o v e r-th e -c o u n te r m a rk e t a n d  O p tio n e e ’s  h o ld in g s  re p re s e n t le s s  th a n  o n e  p e rc e n t (1 %) o f th e  to ta l n u m b e r o f o u ts ta n d in g  s h a re s  o r p rin c ip a l a m o u n t o f th e  s e c u ritie s  o f s u c h  a  p e rs o n . B . A g re e m e n t N o t to  S o lic it P ro te c te d  R e la tio n s h ip s . D u rin g  th e  R e s tric te d  P e rio d  a n d  in  c o n n e c tio n  w ith  a  C o m p e titiv e  P ro d u c t o r S e rv ic e , O p tio n e e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) s o lic it o r a tte m p t to  s o lic it a n y  P ro te c te d  R e la tio n s h ip s  (d e fin e d  b e lo w ); o r (2 ) in d u c e  o r e n c o u ra g e  a n y  P ro te c te d  R e la tio n s h ip s  to  te rm in a te  a  re la tio n s h ip  w ith  th e  C o m p a n y  o r to  o th e rw is e  c e a s e  to  a c c e p t s e rv ic e s  o r p ro d u c ts  fro m  th e  C o m p a n y . C . A g re e m e n t N o t to  S o lic it E m p lo y e e s . D u rin g  th e  R e s tric te d  P e rio d , O p tio n e e  s h a ll n o t, in d iv id u a lly  o r jo in tly  w ith  o th e rs , d ire c tly  o r in d ire c tly : (1 ) o r b y  a s s is tin g  o th e rs , s o lic it, re c ru it, h ire , o r 5
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with a Fair Market Value as of the exercise date equa l to lhe Withholding Taxes in satisfaction of Optionee's 

obligations hereunder. 

II. AGREEMENT INOT TO COMPETE AND AGREEMENT NOT TO SOLICIT. Oplionee agrees and 

understands that the Company's business is a profit-generating business operating in a high,ly competitive 

business environment and that the Company has a legitimate business interest in , among other things, its 

confidential Information and trade seorets (including as protected in other agreements and policies between 

the Company and Optionee) that it is providing Optionee, and in !he significant time, money, training, team 

bu ilding and other efforts it expends to develop Optionee's skil ls to assist in performing Optionee's dut ies 

for the Company, including with respect to establishing, developing and mainta ining the goodwill and 

business reJationships with Protected Relationships {defined below) and employees, each of wh ich 

Optionee agrees are valuable assets of the Company to which it has devoted substantial resources. 

Optionee acknowledges that lhe grant Oplionee is receiving under lhe Plan is a mean ingJul way that the 

Company entrusts Optionee with its goodwiH and aligns Optionee with the Company objective of increasing 

the value of the Company's business. According ly, Optionee acknowledges the importance of protecting 

the value of the Company's business through, among other things, covenants to restrict Optionee from 

engaging in activities lha.t would adversely affect the value of the Company and lts goodwill. 

A. Agreement Not to Compete. Optionee agrees that during the Restricted Period (defined 

below) and within the Restricted Geographic Area (defined below), Optionee will not, directly or ,indirectly, 

perform the same or similar responsibili ties Optionee perfo rmed for the Company in connection with a 

Competitive Product or Service (defined below). Notwithstanding the foregoing, Optionee may accept 

employment with a Competitor (defined below) whose business is diversilied, provided that: (1) Optionee 

wil l not be engaged in working on, or providing Competitive Products or Services, or otherwise use or 

disclose the Company's confidential information or trade secrets; and (2) the Company receives written 

assurances from the Competitor and Optionee that are satisfactory to the Company that Optionee will not 

work on or provide Competitive Products or Services, or otherwise use or disclose confidential information 

or trade secrets. In addition, nothing in this Agreement Is intended to prevent Optionee from investing 

Optionee's funds in securities of a person engaged in a business that is directly competitive with the 

Company if the securities of such a person are listed fo r trading on a reg istered securities exchange or 

actively traded in, an over-the-counter market and Opllonee's holdings represent less than one percent (1%) 

of the total number of outstanding shares or principal amount of the s.ecurities of such a person. 

B. Agreement Not to Solicit Protected 1Relationships. During the Restricted Peri od and in 

connecl1on with a Competitive Product or Service , Optionee shall not, individually or jointly with others, 

direc,tly or indirectly; (1) solicit or attempt lo solicit any Protected Relationships (defined below); or (2) induce 

or encourage any Prrotected Relationships to terminate a relationship with the Company or lo otherwise 

cease to acoept services or products from the Company. 

C. Agreement Not to Solicit Employees .. Duri ng lhe Restricted Period, Optionee shall not, 

individually or jointly with others, directly or indirectly: (1) or by assisting others, solicit, recruit, hire, or 
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e n c o u ra g e  (o r a tte m p t to  s o lic it, re c ru it, h ire  o r e n c o u ra g e ), a n y  C o m p a n y  e m p lo y e e s  o r fo rm e r e m p lo y e e s  w ith  w h o m  O p tio n e e  w o rk e d , h a d  b u s in e s s  c o n ta c t, o r a b o u t w h o m  O p tio n e e  g a in e d  n o n -p u b lic  o r c o n fid e n tia l in fo rm a tio n  (“E m p lo y e e s  o r F o rm e r E m p lo y e e s ”); (2 ) c o n ta c t o r c o m m u n ic a te  w ith  E m p lo y e e s  o r F o rm e r E m p lo y e e s  fo r th e  p u rp o s e  o f in d u c in g , a s s is tin g , e n c o u ra g in g  a n d /o r fa c ilita tin g  th e m  to  te rm in a te  th e ir e m p lo y m e n t w ith  th e  C o m p a n y  o r fin d  e m p lo y m e n t o r w o rk  w ith  a n o th e r p e rs o n  o r e n tity ; (3 ) p ro v id e  o r p a s s  a lo n g  to  a n y  p e rs o n  o r e n tity  th e  n a m e , c o n ta c t a n d /o r b a c k g ro u n d  in fo rm a tio n  a b o u t a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s  o r p ro v id e  re fe re n c e s  o r a n y  o th e r in fo rm a tio n  a b o u t th e m ; (4 ) p ro v id e  o r p a s s  a lo n g  to  E m p lo y e e s  o r F o rm e r E m p lo y e e s  a n y  in fo rm a tio n  re g a rd in g  p o te n tia l jo b s  o r e n titie s  o r p e rs o n s  to  w o rk  fo r, in c lu d in g  b u t n o t lim ite d  to  jo b  o p e n in g s , jo b  p o s tin g s , o r th e  n a m e s  o r c o n ta c t in fo rm a tio n  o f in d iv id u a ls  o r c o m p a n ie s  h irin g  p e o p le  o r a c c e p tin g  jo b  a p p lic a tio n s ; a n d /o r (5 ) o ffe r e m p lo y m e n t o r w o rk  to  a n y  E m p lo y e e s  o r F o rm e r E m p lo y e e s . F o r p u rp o s e s  o f th is  c o v e n a n t, “F o rm e r E m p lo y e e s ” s h a ll re fe r to  e m p lo y e e s  w h o  a re  n o t e m p lo y e d  b y  th e  C o m p a n y  a t th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g , b u t w e re  e m p lo y e d  b y , o r w o rk in g  fo r th e  C o m p a n y  in  th e  th re e  (3 ) m o n th s  p rio r to  th e  tim e  o f th e  a tte m p te d  re c ru itin g  o r h irin g

a n d /o r in te rfe re n c e . D . E ffe c t o f T e rm in a tio n  o f E m p lo y m e n t o th e r th a n  a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 1 . In  th e  e v e n t O p tio n e e  v o lu n ta rily  re s ig n s  o r is  d is c h a rg e d  b y  th e  C o m p a n y  w ith  C a u s e  a t a n y  tim e  p rio r to  th e  v e s tin g  o f th e  O p tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n s  II.A , II.B  a n d  II.C  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. 2 . In  th e  e v e n t O p tio n e e  is  d is c h a rg e d  b y  th e  C o m p a n y  o th e r th a n  w ith  C a u s e , in c lu d in g  in  c o n n e c tio n  w ith  a  Wo rk fo rc e  R e d u c tio n  o r P o s itio n  E lim in a tio n , o r c e rta in  d iv e s titu re  re la te d  te rm in a tio n s , p rio r to  th e  v e s tin g  o f th e  O p tio n , th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t d u rin g  th e  p e rio d  o f tim e  fo llo w in g  O p tio n e e ’s  te rm in a tio n  e q u a l to  th e  le s s e r o f (x ) th e  R e s tric te d  P e rio d  o r (y ) th e  p e rio d  o f tim e  d u rin g  w h ic h  O p tio n e e  is  d e e m e d  to  b e  e n title d  to  s e v e ra n c e  m e a s u re d  b y  th e  s u m  o f (i) th e  n u m b e r o f w e e k s  O p tio n e e  is  e n title d  to  s e v e ra n c e  u n d e r th e  C o m p a n y ’s  a p p lic a b le  s e v e ra n c e  p o lic y , p lu s  (ii) a  n u m b e r o f w e e k s  e q u a l to  (A ) th e  v a lu e  o f th e  a c c e le ra tio n  o r c o n tin u a tio n  o f th e  v e s tin g  o f a n y  O p tio n s  a s  a  re s u lt o f O p tio n e e ’s  te rm in a tio n  u n d e r th is  A g re e m e n t o r th e  P la n  th a t w o u ld  o th e rw is e  h a v e  b e e n  fo rfe ite d , w ith  s u c h  v a lu e  m e a s u re d  b y  m u ltip ly in g  th e  n u m b e r o f S h a re s  u n d e rly in g  th e  O p tio n s  th a t v e s te d  a s  a  re s u lt o f th e  te rm in a tio n  o f e m p lo y m e n t b y  th e  d iffe re n c e  o f th e  p e r

S h a re  F a ir M a rk e t V a lu e  o n  th e  L a s t D a y  m in u s  th e  a p p lic a b le  p e r S h a re  e x e rc is e  p ric e , d iv id e d  b y  (B ) O p tio n e e ’s  th e n -c u rre n t w e e k ly  b a s e  s a la ry , p lu s  (iii) a n y  a d d itio n a l p e rio d  th a t th e  C o m p a n y  d e te rm in e s  to  p ro v id e  s e v e ra n c e  to  O p tio n e e , in  its  d is c re tio n . 3 . In  th e  e v e n t O p tio n e e  is  d is c h a rg e d  b y  C o m p a n y  o th e r th a n  w ith  C a u s e  p rio r to  v e s tin g  h e re in  o f th e  O p tio n , th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n s  II.B  a n d  II.C  a b o v e  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. 4 . A fte r th e  v e s tin g  o f th e  O p tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  h e re in  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t, e x c e p t a s  o th e rw is e  p ro v id e d  in  S e c tio n  II.E . 6
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encourage (or attempt to solicit, recruit, hire or encourage), any Company employees or former employees 

with whom Optionee worked , had business c-0nract, or about whom Optionee gained non-public or 

confidential information, ("Employees or Former Employees"); (2) oontact or communicate with 

Employees or Former Employees for the purpose of inducing, assisting, encouraging and/or facil itating 

them to terminate their employment with the Company or find employment or work with another person or 

e,nlity; (3) provide or pass along to any person or entity the name, contact and/or t>ackground information 

about any Employees or Former Employees or provide references or any other in formation about them; (4) 

provide or pass along to Employees or Former Employees any information regarding potential jobs or 

entities or persons to work for, including but not limited to job openings, jot> postings, or the names or 

contact information of ind ividuals or companies hiring people or accepting job applications; and/or (5) offer 

employment or work to any Employees or Former Employees. For purposes of this covenant, "Former 

Employees" shall refer to employees who are not employed by the Company at the time of the attempted 

rec~uiting or hiring, but were employed t>y, or working for the Company in the three (3) months prior to the 

time of the attempted recrui ting or hiring and/or interference. 

D. Effect of Termination of Employment other than a Change in Control f ennination on 

Agreements Not to Compete and Not to Solicit. 

1. In the event OpUonee voluntarily resigns or is discharged by the Company with 

Cause at any time prior to the vesting of the Option, the prohibitions on Optionee set forth in Sections II .A, 

I1.B and 11.C shall remain in tull force and effect. 

2. In the event Optionee is discharged by the Company other than with Cause, 

including in connection with a Workforce Reduction or Position Elimination, or certain divestiture related 

tenninaHons, prior to the vesting of the Option, the prohibitions set forth in Section II.A shall' remain in full 

foroe and effect during the period of time following Opllonee's termination equal to the lesser of (x) the 

Restricted Period or (y) the period of time during Which Optionee is deemed to be entitled to severance 

measured by the sum of (i) the number of weeks Optionee is entitled to severance under the Company's 

applicable severance policy, plus (ii) a num t>er of weeks equa'I to (A) the value of the acceleration or 

continuation of the vesting of any Options as a resu lt of Optionee's tennination ,under this Agreement or the 

Plan that would otherwise have been forfeited, with such value measured by multiplying the number of 

Shares underlying the Options that vested as a result of the term ination of employment by the difference of 

the per Share Fair Market Value on the Last Day minus the applicable per Share exercise price, divided by 

(B) Optionee's then-current weekly base salary, plus (i ii ) any additiona l period that the Company determlnes 

to provide severance to Optionee, in its discretion. 

3. In the event Optionee is discharged t>y Company other than with Cause prior to 

vesting here in of the Option, the proh ibitions set forth in Sections I1.B and I1.C above sha ll remain in full 

fome and effect. 

4. After the vesting of the Option, the prohibitions on Oplionee set forth herein shall 

remain in fu ll force and effect, except as otherwise provided in Sectfon II .E. 

6 



 

E . E ffe c t o f a  C h a n g e  in  C o n tro l T e rm in a tio n  o n  A g re e m e n ts  N o t to  C o m p e te  a n d  N o t to  S o lic it. 1 . N o tw ith s ta n d in g  a n y th in g  s e t fo rth  in  S e c tio n  II.D ., in  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n  II.A  s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t o n ly  if th e  a c q u ire r o r s u c c e s s o r to  th e  C o m p a n y  fo llo w in g  th e  C h a n g e  in  C o n tro l s h a ll, s o le ly  a t its  o p tio n , p a y , w ith in  th irty  (3 0 ) d a y s  fo llo w in g  O p tio n e e 's  e m p lo y m e n t te rm in a tio n  d a te  w ith  th e  C o m p a n y  o r its  s u c c e s s o r, to  O p tio n e e  th e  N o n -C o m p e te  P a y m e n t. N o tw ith s ta n d in g  a n y  p re v io u s  a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  s e t fo rth  in  S e c tio n  II.A , th e  “N o n -C o m p e te  P a y m e n t” s h a ll b e  a n  a m o u n t a t le a s t e q u a l to  O p tio n e e ’s  th e n  c u rre n t a n n u a l b a s e  s a la ry . S u c h  a m o u n t s h a ll b e  in  a d d itio n  to  a n y  o th e r a m o u n ts  p a id  o r p a y a b le  to  O p tio n e e  w ith  re s p e c t to  o th e r s e v e ra n c e  p la n s  o r p o lic ie s  m a in ta in e d  b y  th e  C o m p a n y . F o r th e  a v o id a n c e  o f d o u b t, th e  p ro v is io n s  o f th is  S e c tio n  II.E  s h a ll s u p e rs e d e  a n y  a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y  re la tin g  to  th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n  II.A , w ith  th e  e x c e p tio n  o f a n y  s im ila r a g re e m e n t c o n ta in e d  in  (i) a n y  e m p lo y m e n t a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y , (ii) a n y  a g re e m e n t b e tw e e n  O p tio n e e  a n d  th e  C o m p a n y  n o t re la te d  to  th e  e m p lo y m e n t o f O p tio n e e  b y  th e

C o m p a n y , (iii) a n y  s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y  a n d  (iv ) a n y  c h a n g e  in  c o n tro l s e v e ra n c e  p la n  o r p o lic y  o f th e  C o m p a n y . 2 . In  th e  e v e n t o f a  C h a n g e  in  C o n tro l T e rm in a tio n , th e  p ro h ib itio n s  o n  O p tio n e e  s e t fo rth  in  S e c tio n s  II.B . a n d  II C . s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. F . G o v e rn in g  L a w . N o tw ith s ta n d in g  a n y  o th e r p ro v is io n  h e re in  to  th e  c o n tra ry , th e  p ro v is io n s  o f th is  S e c tio n  II o f th e  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  C o m m o n w e a lth  o f K e n tu c k y  w ith o u t re g a rd  to  its  c o n flic ts  o r c h o ic e  o f la w s  ru le s  o r p rin c ip le s  th a t m ig h t o th e rw is e  re fe r c o n s tru c tio n  o r in te rp re ta tio n  o f th is  S e c tio n  II to  th e  s u b s ta n tiv e  la w  o f a n o th e r ju ris d ic tio n . G . In ju n c tiv e  R e lie f; In v a lid ity  o f A n y  P ro v is io n . O p tio n e e  a c k n o w le d g e s  th a t (1 ) h is  o r h e r s e rv ic e s  to  th e  C o m p a n y  a re  o f a  s p e c ia l, u n iq u e  a n d  e x tra o rd in a ry  c h a ra c te r, (2 ) h is  o r h e r p o s itio n  w ith  th e  C o m p a n y  w ill p la c e  h im  o r h e r in  a  p o s itio n  o f c o n fid e n c e  a n d  tru s t w ith  re s p e c t to  th e  o p e ra tio n s  o f th e  C o m p a n y , (3 ) h e  o r s h e  w ill b e n e fit fro m  c o n tin u e d  e m p lo y m e n t w ith  th e  C o m p a n y , (4 ) th e  n a tu re  a n d  p e rio d s  o f re s tric tio n s  im p o s e d  b y  th e  c o v e n a n ts  c o n ta in e d  in  th is  S e c tio n  II a re  fa ir, re a s o n a b le  a n d  n e c e s s a ry  to  p ro te c t th e  C o m p a n y , (5 ) th e  C o m p a n y  w o u ld  s u s ta in  im m e d ia te  a n d  irre p a ra b le  lo s s  a n d  d a m a g e  if O p tio n e e  w e re  to  b re a c h  a n y  o f s u c h  c o v e n a n ts , a n d  (6 ) th e  C o m p a n y ’s

re m e d y  a t la w  fo r s u c h  a  b re a c h  w ill b e  in a d e q u a te . A c c o rd in g ly , O p tio n e e  a g re e s  a n d  c o n s e n ts  th a t th e  C o m p a n y , in  a d d itio n  to  th e  re c o v e ry  o f d a m a g e s  a n d  a ll o th e r re m e d ie s  a v a ila b le  to  it, a t la w  o r in  e q u ity , s h a ll b e  e n title d  to  s e e k  b o th  p re lim in a ry  a n d  p e rm a n e n t in ju n c tio n s  to  p re v e n t a n d /o r h a lt a  b re a c h  o r th re a te n e d  b re a c h  b y  O p tio n e e  o f a n y  c o v e n a n t c o n ta in e d  in  S e c tio n  II h e re o f. If a n y  p ro v is io n  o f th is  S e c tio n  II is  d e te rm in e d  b y  a  c o u rt o f c o m p e te n t ju ris d ic tio n  to  b e  in v a lid  in  w h o le  o r in  p a rt, it s h a ll b e  d e e m e d  to  h a v e  b e e n  a m e n d e d , w h e th e r a s  to  tim e , a re a  c o v e re d  o r o th e rw is e , a s  a n d  to  th e  e x te n t re q u ire d  fo r its  v a lid ity  u n d e r a p p lic a b le  la w , a n d  a s  s o  a m e n d e d , s h a ll b e  e n fo rc e a b le . T h e  p a rtie s  fu rth e r a g re e  to  e x e c u te  a ll d o c u m e n ts  n e c e s s a ry  to  e v id e n c e  s u c h  a m e n d m e n t. 7
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E. 
to Solicit. 

Effect of a Change in Control Termination on Ag,reements Not to Compete and Not 

1. Notwithstanding anyth ing set forth in Section 11.D. , in the event of a Change in 

Control Tennination, the prohibitions on Optionee set forth in Section II.A sha ll remain in full force and effect 

only if the acquirer or successor to the Company following the Change in Control sha ll, solely at its option , 

pay, within thirty (30) days following Optionee's employment termination date with lhe Company or its 

successor, to Oplionee the Non-Compete Payment Notwithstand ing any previous agreement betwe-en 

Optionee and the Company re'lating to the prohibitions set forth in Section I I .A, the "N on~Compete Payment" 

shall be an amount at least equa l to Oplionee's then cwrent annual base salary. Such amount shall be in 

add ition to any other amounts paid or payable to Optlonee with respect to other severance plans or policies 

maintained by the Company. For the avoidance of doubt, the provisions of this Section 11. E shall supersede 

any agreement between Optionee and the Company relating to the prohi,bitions on Optionee set fortti in 

Section II.A, with lhe exception, of any similar agreement contained in (i) any employment agreement 

betwe-en Optionee and the Company, (ii ) any agreement betwe-en Optionee and the Company not related 

to the employment of Optionee by the Company, (i ii ) any severance plan or policy of the Company and (iv) 

any change in oontrol severance plan or policy of the Company. 

2. In the event of a Change in Control Termination, the prohibitions on OplJonee set 

forth in Sections 11 .B. and II C. shall remain in full force and effect. 

F. Governing, Law. Notwithstanding any other provision herein to the contrary, the provi1sions 

of this Sec,tion II of the Agreement shall be governed by, and construed In accordance with, the laws of the 

Commonwealth of Kentucky without regard to its conflicts or choice of laws mies or principles that might 

otherwise refer construction or interpretation of this Section II to the substantive l•aw of another jurisdiction. 

G,. lniunctive Relief; lnvallld ity of Any Provision. Oplionee acknowledges that (1) his or 

her services to the Company are of a special, unique and extraordinary charactef, (2) his or her position 

with the Company will place him or her in a position of confidence and trust with respect to the operations 

of the Company, (3) he or she will benefit fmm continued emplo~ment with lhe Company, (4) I.tie na ture 

and periods of restrictions imposed by the covenants contained in this Section II are fair, reasonable and 

necessary to protect the Company, (5) the Company would sustain immediate and irreparable loss and 

damage if Optionee were to breach any of such covenants and (6) the Company's remedy at law for such 

a breach will be inadequate. Accordingly, Oplionee agree.s and consen ts that the Company, in addition to 

the recovery of damages and all other remedies available to it. at law or in equity, shall be entitled to seek 

both preliminary and permanent injunctions to prevent and/or halt a breach or threatened breach by 

Oplionee of any covenant conts ined in Section II hereof. If any provision of this Section II is determined by 

a court of competent ju risdiction to be invalid in whole or in part, it shall be deemed to have been amended, 

whether as to time, area covered or otherwise, as and to the extent required for its validity under applicable 

law, and as so amended, sha ll be enforceable. The parties further agree to execute all documents 

necessary to evidence such amendment. 
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III. M IS C E L L A N E O U S  P R O V IS IO N S  A . B in d in g  E ffe c t &  A d ju s tm e n t. T h is  A g re e m e n t s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  e a c h  s u c c e s s o r a n d  a s s ig n  o f th e  C o m p a n y . O p tio n e e ’s  o b lig a tio n s  h e re u n d e r s h a ll n o t b e  a s s ig n a b le  to  a n y  o th e r p e rs o n  o r e n tity . It is  th e  in te n t o f th e  p a rtie s  to  th is  A g re e m e n t th a t th e  b e n e fits  o f a n y  a p p re c ia tio n  o f th e  u n d e rly in g  C o m m o n  S to c k  d u rin g  th e  te rm  o f th e  A w a rd  s h a ll b e  p re s e rv e d  in  a n y  e v e n t, in c lu d in g  b u t n o t lim ite d  to  a  re c a p ita liz a tio n , m e rg e r, c o n s o lid a tio n , re o rg a n iz a tio n , s to c k  d iv id e n d , s to c k  s p lit, re v e rs e  s to c k  s p lit, s p in -o ff o r s im ila r tra n s a c tio n , o r o th e r c h a n g e  in  c o rp o ra te  s tru c tu re  a ffe c tin g  th e  S h a re s , a s  m o re  fu lly  d e s c rib e d  in  S e c tio n s  4 .6  a n d  1 1  o f th e  P la n . A ll o b lig a tio n s  im p o s e d  u p o n  O p tio n e e  a n d  a ll rig h ts  g ra n te d  to  O p tio n e e  a n d  to  th e  C o m p a n y  s h a ll b e  b in d in g  u p o n  O p tio n e e 's  h e irs  a n d  le g a l re p re s e n ta tiv e s . B . A m e n d m e n t. T h is  A g re e m e n t m a y  o n ly  b e  a m e n d e d  b y  a  w ritin g  e x e c u te d  b y  e a c h  o f th e  p a rtie s  h e re to . C . G o v e rn in g  L a w . E x c e p t a s  to  m a tte rs  o f fe d e ra l la w  a n d  th e  p ro v is io n s  o f S e c tio n  II h e re o f, th is  A g re e m e n t s h a ll b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  la w s  o f th e  S ta te  o f D e la w a re  w ith o u t re g a rd  to  its  c o n flic t o f la w s  ru le s . T h is  A g re e m e n t s h a ll a ls o  b e  g o v e rn e d  b y , a n d  c o n s tru e d  in  a c c o rd a n c e  w ith , th e  te rm s  o f th e  P la n . D . J u ris d ic tio n ; S e rv ic e  o f P ro c e s s . A n y

a c tio n  o r p ro c e e d in g  s e e k in g  to  e n fo rc e  a n y  p ro v is io n  o f, o r b a s e d  o n  a n y  rig h t a ris in g  o u t o f, th is  A g re e m e n t m a y  b e  b ro u g h t a g a in s t a n y  o f th e  p a rtie s  in  th e  c o u rts  o f th e  C o m m o n w e a lth  o f K e n tu c k y , C o u n ty  o f J e ffe rs o n , o r, if it h a s  o r c a n  a c q u ire  ju ris d ic tio n , in  th e  U n ite d  S ta te s  D is tric t C o u rt fo r th e  We s te rn  D is tric t o f K e n tu c k y , a n d  e a c h  o f th e  p a rtie s  c o n s e n ts  to  th e  ju ris d ic tio n  o f s u c h  c o u rts  (a n d  o f th e  a p p ro p ria te  a p p e lla te  c o u rts ) in  a n y  s u c h  a c tio n  o r p ro c e e d in g  a n d  w a iv e s  a n y  o b je c tio n  to  v e n u e  la id  th e re in . P ro c e s s  in  a n y  a c tio n  o r p ro c e e d in g  re fe rre d  to  in  th e  p re c e d in g  s e n te n c e  m a y  b e  s e rv e d  o n  a n y  p a rty  a n y w h e re  in  th e  w o rld . E . N o  E m p lo y m e n t A g re e m e n t. N o th in g  h e re in  c o n fe rs  o n  O p tio n e e  a n y  rig h ts  w ith  re s p e c t to  th e  c o n tin u a n c e  o f e m p lo y m e n t o r o th e r s e rv ic e  w ith  th e  C o m p a n y , n o r w ill it in te rfe re  w ith  a n y  rig h t th e  C o m p a n y  w o u ld  o th e rw is e  h a v e  to  te rm in a te  o r m o d ify  th e  te rm s  o f O p tio n e e 's  e m p lo y m e n t o r o th e r s e rv ic e  a t a n y  tim e . F . S e v e ra b ility . If a n y  p ro v is io n  o f th is  A g re e m e n t is  o r b e c o m e s  o r is  d e e m e d  in v a lid , ille g a l o r u n e n fo rc e a b le  in  a n y  re le v a n t ju ris d ic tio n , o r w o u ld  d is q u a lify  th is  A w a rd  u n d e r a n y  la w  d e e m e d  a p p lic a b le  b y  th e  C o m m itte e , s u c h  p ro v is io n  s h a ll b e  c o n s tru e d  o r d e e m e d  a m e n d e d  to  c o n fo rm  to  a p p lic a b le  la w s  o r if it c a n n o t b e  c o n s tru e d  o r d e e m e d  a m e n d e d  w ith o u t, in  th e  d e te rm in a tio n  o f th e  C o m m itte e , m a te ria lly  a lte rin g

th e  in te n t o f th e  P la n , it s h a ll b e  s tric k e n  a n d  th e  re m a in d e r o f th e  A g re e m e n t s h a ll re m a in  in  fu ll fo rc e  a n d  e ffe c t. G . A s s ig n m e n t. T h e  O p tio n  g ra n te d  u n d e r th is  A g re e m e n t to  O p tio n e e  m a y  n o t b e  a s s ig n e d , tra n s fe rre d , p le d g e d , a lie n a te d  o r h y p o th e c a te d  in  a n y  m a n n e r d u rin g  O p tio n e e 's  life tim e , b u t s h a ll b e  s o le ly  a n d  e x c lu s iv e ly  th e  rig h t o f O p tio n e e  to  e x e rc is e  d u rin g  h is /h e r life tim e . S h o u ld  O p tio n e e  a tte m p t to  a s s ig n , tra n s fe r, p le d g e , a lie n a te  o r h y p o th e c a te  th e  O p tio n  o r a n y  rig h ts  h e re u n d e r in  a n y  m a n n e r w h a ts o e v e r, 8
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Ill. MISCELLANEOUS PROVISIONS 

A. Binding Effect & Adjustment. This Agreement sha ll be binding and conclusive upon 

each sucoessor and assign of the Company. Optionee's obl1igations hereunder shall not be assignable to 

any other person or entity. It ,is the intent of the parties to this Agreement that the benefits of any appreciation 

of lhe underlying Common Stock during the term of the Award shall be preserved in any event, includ ing 

but not limited to a recapitalization, merger, consolidation, reorganization , stock dividend, stock split, 

reverse stock spli t, spin-off or similar transaction, or other change in corporate structure affecting the 

Shares, as more fully described in Sections 4.6 and 11 of the Pl'an . All obligations imposed upon Optionee 

and an rights granted lo Optionee and to the Company shall be binding upon Optionee's heirrs and legal 

representatives . 

B.. Amendment. This Agreement may only be amended by a writing executed by each of the 

parties hereto. 

C. Governing Law. Except as to matters of federal law and the provisions of Section II 

hereof, th is Agreement shall be governed by, and construed in accordance with , the laws of the State of 

Delaware without regard to its conflict of laws ru les. This Ag reement shal l a lso be governed by, and 

construed in accordance with , the tenns of the Plan. 

D. Juiriisdict ion; Service of Process. Any action or proceediing seeking to enforce any 

provision of , or based on any right ari,sing out of, this Agreement may be brought aga inst any ofthe parties 

in the courts of the Commonwealth of Kentucky, County of Jefferson, or, if it has or can acquire ju risdiction, 

in the United States District Court for the Western District of Kenwcky, and each of the parties consents to 

the ju risd iction of such courts (and of the appropriate appellate courts) in any suoh action or proceeding 

and waives any objection to venue laid therein. Process in any action or proceeding referr•ed to in the 

preceding sentence may be served on any party anywhere in th.e wor1d. 

E. No Employment Agraeement Nothing herein confers on Optionee any rights with respect 

to the continuance of employment or other service with the Company, nor will it interfere with any right the 

Company would otherwise have to terminate or modify the tenns of Optionee's employment or other service 

at any time. 

F. Severability. If any provision of this Agreement is or becomes or is deemed invalid, illegal 

or u nenforoeable in any relevant j urisdiction, or would disqua I ify this Award under any law deemed applicable 

by the Committee, such provision sha ll be construed or deemed amended to conform to applicable laws or 

if it cannot be construed or deemed amended without, in the determination of the Committee, materially 

altering the intent of the Plan, it shall be stricken and the remainder of the Ag reement shall remain in full 

force and effect. 

G. Assignment The Option granted under this Ag reement to Optionee may not be assigned, 

transferred , pledged, alienated or hypothecated in any manner during Optionee's lifetime, but shall be solely 

and exclusively the right of Optionee to exercise during his/her lifetime. Should Optionee attempt to assign, 

transfer, pledge, alienate or hypoh,tcate the Option or any rights :hereunder In any manner whatsoever, 
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s u c h  a c tio n  s h a ll c o n s titu te  a  b re a c h  o f th e  c o v e n a n ts  h e re u n d e r a n d  th e  C o m p a n y  m a y  te rm in a te  th e  O p tio n  a s  to  a n y  th e n  u n e x e rc is e d  s h a re s . H . D e fin e d  T e rm s . 1 . A n y  te rm  u s e d  h e re in  a n d  n o t o th e rw is e  d e fin e d  h e re in  s h a ll h a v e  th e  s a m e  m e a n in g  a s  in  th e  P la n . A n y  c o n flic t b e tw e e n  th is  A g re e m e n t a n d  th e  P la n  w ill b e  re s o lv e d  in  fa v o r o f th e  P la n . A n y  d is p u te s  o r q u e s tio n s  o f rig h t o r o b lig a tio n  w h ic h  s h a ll re s u lt fro m  o r re la te  to  a n y  in te rp re ta tio n  o f th is  A g re e m e n t s h a ll b e  d e te rm in e d  b y  th e  C o m m itte e . A n y  s u c h  d e te rm in a tio n  s h a ll b e  b in d in g  a n d  c o n c lu s iv e  u p o n  O p tio n e e  a n d  a n y  p e rs o n  o r p e rs o n s  c la im in g  th ro u g h  O p tio n e e  a s  to  a n y  rig h ts  h e re u n d e r. 2 . F o r th e  p u rp o s e s  o f th is  A g re e m e n t, th e  fo llo w in g  te rm s  s h a ll h a v e  th e  fo llo w in g  m e a n in g : (i) “C h a n g e  in  C o n tro l T e rm in a tio n ” m e a n s , in  th e  e v e n t th e  O p tio n  is  a s s u m e d , c o n v e rte d , c o n tin u e d  o r s u b s titu te d  in  c o n n e c tio n  w ith  a  C h a n g e  in  C o n tro l, if th e  e m p lo y m e n t o f O p tio n e e  is  te rm in a te d  w ith in  tw o  (2 ) y e a rs  fo llo w in g  th e  C h a n g e  in  C o n tro l (i) b y  th e  C o m p a n y  o r its  a c q u ire r o r s u c c e s s o r fo r a n y  re a s o n  o th e r th a n  C a u s e  o r (ii) b y  O p tio n e e  w ith  G o o d  R e a s o n . (ii) “C o m p e titiv e  P ro d u c t o r S e rv ic e ” m e a n s  a n y  p ro d u c t, p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) o f a n y  p e rs o n  o r o rg a n iz a tio n  o th e r th a n  th e  C o m p a n y  th a t is  th e  s a m e  a s , s im ila r to , o r c o m p e te s  w ith , a  p ro d u c t,

p ro c e s s , s y s te m  o r s e rv ic e  (in  e x is te n c e  o r u n d e r d e v e lo p m e n t) u p o n  w h ic h  O p tio n e e  w o rk e d  o r fo r w h ic h  O p tio n e e  h a d  re s p o n s ib ilitie s  a t th e  C o m p a n y  d u rin g  th e  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y  (a s  d e fin e d  b e lo w ). (iii) “C o m p e tito r” m e a n s  O p tio n e e  o r a n y  o th e r p e rs o n  o r o rg a n iz a tio n  e n g a g e d  in , o r a b o u t to  b e c o m e  e n g a g e d  in , re s e a rc h  o r d e v e lo p m e n t, p ro d u c tio n , m a rk e tin g , le a s in g , s e llin g , o r s e rv ic in g  o f a  C o m p e titiv e  P ro d u c t o r S e rv ic e . (iv ) “D iv e s titu re ” m e a n s  th e  s a le  o r o th e r tra n s fe r o f e q u ity  s e c u ritie s  o f a  S u b s id ia ry  to  a  p e rs o n  o r e n tity  o th e r th a n  th e  C o m p a n y  o r a n  a ffilia te  o f th e  C o m p a n y , o r if a  S u b s id ia ry  le a s e s , e x c h a n g e s  o r tra n s fe rs  a ll o r a n y  p o rtio n  o f its  a s s e ts  to  s u c h  a  p e rs o n  o r e n tity , th e n  th e  C o m m itte e  m a y  s p e c ify  th a t s u c h  tra n s a c tio n  o r e v e n t c o n s titu te s  a  “D iv e s titu re ”. (v ) “G o o d  R e a s o n ” s h a ll m e a n , u n le s s  o th e rw is e  d e fin e d  in  a  w ritte n  e m p lo y m e n t a g re e m e n t in  e ffe c t b e tw e e n  th e  C o m p a n y  o r a n y  o f its  S u b s id ia rie s  a n d  O p tio n e e , th e  re lo c a tio n  o f O p tio n e e ’s  o ffic e  a t w h ic h  O p tio n e e  is  to  p e rfo rm  h is  o r h e r d u tie s  to  a  lo c a tio n  m o re  th a n  th irty  (3 0 ) m ile s  fro m  th e  lo c a tio n  a t w h ic h  O p tio n e e  p e rfo rm e d  h is  o r h e r d u tie s  p rio r to  a  C h a n g e  in  C o n tro l. (v i) “L a s t D a y ” m e a n s  O p tio n e e ’s  la s t d a y  o f e m p lo y m e n t w ith  th e  C o m p a n y  re g a rd le s s  o f th e  re a s o n  fo r O p tio n e e ’s  s e p a ra tio n . (v ii) “P o s itio n  E lim in a tio n ” m e a n s  th e  e lim in a tio n  o f O p tio n e e ’s  p o s itio n . (v iii)

“P ro te c te d  R e la tio n s h ip ” m e a n s  p o lic y h o ld e rs , a g e n ts , b ro k e rs , d e a le rs , d is trib u te rs , s o u rc e s  o f s u p p ly  o r c u s to m e rs  w ith  w h o m , w ith in  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t 9
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such action shall constitute a breaoh of the covenants hereunder and the Company may terminate the Option 

as to any then unexercised shares. 

H. Defined lenn.s. 

1. Any term used herein and not otherwise defined herein sha.11 have the same 

meaning as in the Plan. Any confli ct between this Ag reement and the Plan will be resolved in favor of the 

Plan. Any disputes or questions of righ t or obligation which shall result from or rel.ate to any interpretation 

of this Ag reement shall be determined by the Committee. Any such determination sha ll be bind ing and 

oonolusive upon Optionee and any person or persons claiming through Optionee as to any rights hereunder. 

2. For the purposes of th is Agreement, the following terms sha ll have the following 

meaning: 

(i) "Change in Control Termination" means, in the event the Option is assumed, converted, 

continued or substituted in connecti on with a Change in Control, if the employment of Optionee 

is terminated within two (2) years following the Change in Control (i) by the Company or its 

acquirer or suoces-sor for any reason other than Cause or (ii) by Optionee with Good Reason. 

(ii) "Competitive Product or Serviice" means any product, process, system or service (in 

existence or under development) of any person or organization other than the Company that is 

the same as. simllar to, or competes with, a product, process, system or service (In existence 

or under development) upon which Optionee worked or for which, Oplionee had responsibilities 

at the Company during the twenty-four (24) months prior to the Last Day (as defined oelow). 

(iii) "Competitor'' means Optionee or any other person or organization, engaged in, or aboul to 

become engaged in, research or development, production, marketing, leasing, selling, or 

servicing of a Competitive Product or Service. 

(iv) ":D ivestiture" means the sa le or other transfer of equity securities of a Subsidiary to a person 

or entity other than the Company or an affiliate of the Company, or if a Subsidiary leases, 

exchanges or transfers all or any portion of its assets to such a person or entity, then the 

Committee may specify that such transaction or event constitutes a "Divestiture•. 

(v) "Good Reason" shall mean, un less otherwise defined in a written employment agreement in 

effect between the Company or any of its Subsidiaries and Optionee, the re locaHon of 

Opti onee's office at which Optionee is to pe.rform his or her duties to a location more ttian thirty 

(30) miles from, the location at which Optionee performed his or her duties prior to a Change In 

Control. 

(vi) "Last Day" means Optionee's last day of employment wittl the Company ,regardless of the 

reason for Oplionee's separalion. 

(vii} "Position Elimination· means the elimination of Optionee's position. 

(viii) "Protected Rel!ationship" means poli.cyholders, agents, brokers, dealers, distributers, 

sources of supply or customers with whom, within twenty-four (24) months prior to the Last 
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D a y , O p tio n e e , d ire c tly  o r in d ire c tly  (e .g ., th ro u g h  e m p lo y e e s  w h o m  O p tio n e e  s u p e rv is e d ) h a d  m a te ria l b u s in e s s  c o n ta c t a n d /o r a b o u t w h o m  O p tio n e e  o b ta in e d  c o n fid e n tia l in fo rm a tio n  a n d  tra d e  s e c re ts . (ix ) “R e s tric te d  G e o g ra p h ic  A re a ” m e a n s  th e  te rrito ry  (i.e .: (i) s ta te (s ), (ii) c o u n ty (ie s ), o r (iii) c ity (ie s )) in  w h ic h , d u rin g  th e  tw e n ty -fo u r (2 4 ) m o n th s  p rio r to  th e  L a s t D a y , O p tio n e e  p ro v id e d  m a te ria l s e rv ic e s  o n  b e h a lf o f th e  C o m p a n y  (o r in  w h ic h  O p tio n e e  s u p e rv is e d  d ire c tly , in d ire c tly , in  w h o le  o r in  p a rt, th e  s e rv ic in g  a c tiv itie s ). (x ) “R e s tric te d  P e rio d ” m e a n s  th e  p e rio d  o f O p tio n e e ’s  e m p lo y m e n t w ith  th e  C o m p a n y  a n d  a  p e rio d  o f tw e lv e  (1 2 ) m o n th s  a fte r th e  L a s t D a y . O p tio n e e  re c o g n iz e s  th a t th e  d u ra tio n a l te rm  is  re a s o n a b ly  a n d  n a rro w ly  ta ilo re d  to  th e  C o m p a n y ’s  le g itim a te  b u s in e s s  in te re s t a n d  n e e d  fo r p ro te c tio n  w ith  e a c h  p o s itio n . (x i) “S tra te g ic  J o in t V e n tu re ” m e a n s  a  b u s in e s s  a rra n g e m e n t e n te re d  in to  b y  th e  C o m p a n y  w ith  o n e  o r m o re  o th e r p a rtie s  to  o w n  a n d  o p e ra te  a n  e n tity  in  w h ic h  th e  C o m p a n y  c o n tin u e s  to  h a v e  a  s tra te g ic  in te re s t. (x ii) “Wo rk fo rc e  R e d u c tio n ” m e a n s  a  re d u c tio n  in  fo rc e , a s  d e te rm in e d  b y  th e  C o m p a n y  in  a c c o rd a n c e  w ith  its  s ta n d a rd  c o d in g  p ro c e d u re s . I. E x e c u tio n . If O p tio n e e  s h a ll fa il to  e x e c u te  th is  A g re e m e n t, e ith e r m a n u a lly  w ith  a  p a p e r d o c u m e n t, o r th ro u g h  th e  o n lin e  g ra n t a g re e m e n t p ro c e d u re  w ith  th e  C o m p a n y ’s  d e s ig n a te d  b ro k e r– d e a le r, a n d , if

m a n u a lly  e x e c u te d , re tu rn  th e  e x e c u te d  o rig in a l to  th e  S e c re ta ry  o f th e  C o m p a n y , th e  A w a rd  s h a ll b e  n u ll a n d  v o id . T h e  c h o ic e  o f fo rm  w ill b e  a t th e  C o m p a n y ’s  d is c re tio n . 1 0
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Day, Optionee, directly or indirectly (e.g., through employees whom Optionee supervised) had 

material business contact and/or about whom Optionee obtained confidential information and 

trade secrets. 

(ix) "Restricted Geographic Area" mean$ the te rritory (i .e.; (i) state($), (ii ) counly(ie$), or (iii) 

city(ies)) in which, during the twenty-four (24) months prior to the Last Day, Optionee provided 

material services on behalf of lhe Company (or in which Optionee supervised directly, indirectly, 

iri whole or in part, the $ervicing activities). 

(x) "iRestiricted Period" means the period of Optionee's employment with the Company and a 

period of twelve (12) months after the last Day. Optionee recognizes that the durationa l term 

is reasonably and narrowly ta ilored to the Company's legrnmate business interest and need for 

protection with each position. 

(xi ) "Strategic Joint Venture" means a business arrangement entered into by the Company with 

one or more other parlies to own and operate an entity in which the Company continues to 

have a strategic intere$t. 

(~ii) "Workforce Reduction• means a redu.ction in force, as determined by the Company in 

accordance with its standard coding procedures. 

I. Execution_. If Optionee shall fa il to execute this Agreement, either manually with a paper 

document, or through, the online grant agreement procedure with the Company's designated broker-dealer, 

and, if manually executed,. return the executed original to the Secretary of the Company, the Award shall 

be null and void . The choice of form will be al the Company's discretron. 

JO 



 

IN  WIT N E S S  WH E R E O F , C o m p a n y  h a s  c a u s e d  th is  A g re e m e n t to  b e  e x e c u te d  o n  its  b e h a lf b y  its  d u ly  a u th o riz e d  o ffic e r, a n d  O p tio n e e  h a s  e x e c u te d  th is  A g re e m e n t, e a c h  a s  o f th e  d a y  firs t a b o v e  w ritte n . "C o m p a n y " A T T E S T : H U M A N A  IN C . B Y : B Y : J O S E P H  C . V E N T U R A  B R U C E  D . B R O U S S A R D  C h ie f L e g a l O ffic e r &  C o rp o ra te  S e c re ta ry  P re s id e n t &  C h ie f E x e c u tiv e  O ffic e r “O p tio n e e ” < firs t_ n a m e >  < m id d le _ n a m e >  < la s t_ n a m e >  1 1
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IN WITNESS WHEREOF, Company has caused this Agreement to be executed on its behalf by its 

du ly authorized officer, and Optionee has executed this Agreement, each as of the day first above written . 

"Company" 

ATTEST: HUMANA INC. 

BY: ______________ _ BY: ____________ _ 
JOSEPH C. VENTURA BRUCE D. BROUSSARD 

Chief lega11 Officer & Corporate Secretary President & Chief Execut ive Officer 

"Optionee"' 

<firsl_name> <:middle_name> <lsst_name> 

J I 
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E x h ib it 1 0 (jj) H U M A N A  IN C . C O M P E N S A T IO N  R E C O U P M E N T  P O L IC Y  (E ffe c tiv e  F e b ru a ry  2 1 , 2 0 1 9 ) I. P o lic y  a n d  S c o p e  T h e  B o a rd  a d o p ts  th is  re c o u p m e n t p o lic y  u n d e r w h ic h , u p o n  th e  o c c u rre n c e  o f c e rta in  e v e n ts , th e  C o m p a n y ’s  O ffic e rs  m a y  b e  re q u ire d  to  re p a y  to  th e  C o m p a n y  c e rta in  c a s h  a n d  e q u ity  in c e n tiv e -b a s e d  c o m p e n s a tio n  c o v e re d  b e lo w . U p o n  th e  o c c u rre n c e  o f a  T rig g e rin g  E v e n t, th e  A d m in is tra to r m a y , in  its  s o le  d is c re tio n , a fte r e v a lu a tin g  th e  a s s o c ia te d  c o s ts  a n d  b e n e fits , re c o v e r a ll o r a n y  p o rtio n  o f th e  R e c o v e ra b le  In c e n tiv e  p a id  to  a  C o v e re d  E m p lo y e e  d u rin g  th e  A p p lic a b le  P e rio d . In  a d d itio n , th e  A d m in is tra to r m a y , in  its  s o le  d is c re tio n  a n d  in  th e  re a s o n a b le  e x e rc is e  o f its  b u s in e s s  ju d g m e n t, d e te rm in e  w h e th e r a n d  to  w h a t e x te n t a d d itio n a l a c tio n  is  a p p ro p ria te  to  a d d re s s  th e  c irc u m s ta n c e s  s u rro u n d in g  s u c h  T rig g e rin g  E v e n t s o  a s  to  m in im iz e  th e  lik e lih o o d  o f a n y  re c u rre n c e  a n d  to  im p o s e  s u c h  o th e r d is c ip lin e  a s  it d e e m s  a p p ro p ria te . II. D e fin itio n s  F o r th e  p u rp o s e s  o f th is  P o lic y , th e  fo llo w in g  te rm s  h a v e  th e  fo llo w in g  m e a n in g s : A . “A d m in is tra to r” m e a n s  th e  B o a rd , th e  C o m p e n s a tio n  C o m m itte e  o r s u c h  o th e r c o m m itte e  o f th e  B o a rd  th a t, a t th e  re le v a n t tim e , h a s  a u th o rity  fo r m a k in g  d e te rm in a tio n s  a s  to  th e  c o m p e n s a tio n  o f s e n io r e x e c u tiv e s . B . “A p p lic a b le  P e rio d ” m e a n s  (i) w ith  re s p e c t to  a  R e s ta te m e n t, th e  th re e -y e a r p e rio d

p re c e d in g  th e  d a te  o n  w h ic h  th e  C o m p a n y  is  re q u ire d  to  p re p a re  a  R e s ta te m e n t a n d  (ii) w ith  re s p e c t to  Im p ro p e r C o n d u c t, th e  th re e -y e a r p e rio d  p re c e d in g  th e  d a te  o n  w h ic h  th e  A d m in is tra to r d e te rm in e s  th a t Im p ro p e r C o n d u c t h a s  o c c u rre d . C . “B o a rd ” m e a n s  th e  B o a rd  o f D ire c to rs  o f th e  C o m p a n y . D . “C o m p a n y ” m e a n s  H u m a n a  In c . E . “C o m p e n s a tio n  C o m m itte e ” m e a n s  th e  O rg a n iz a tio n  &  C o m p e n s a tio n  C o m m itte e  o f th e  B o a rd . F . “C o v e re d  E m p lo y e e ” m e a n s  a n y  O ffic e r o f th e  C o m p a n y . G . “Im p ro p e r C o n d u c t” m e a n s  th e  fo llo w in g  c o n d u c t th a t, in  th e  s o le  d is c re tio n  o f th e  A d m in is tra to r, is  lik e ly  to  c a u s e  o r h a s  c a u s e d  m a te ria l fin a n c ia l, o p e ra tio n a l, o r re p u ta tio n a l h a rm  to  th e  C o m p a n y , m a te ria lly  d is ru p t, d a m a g e , im p a ir o r in te rfe re  w ith  th e  b u s in e s s  o f th e  C o m p a n y  o r its  a ffilia te s , o r h a v e  a  s ig n ific a n t, a d v e rs e  re p u ta tio n a l o r e c o n o m ic  im p a c t o n  th e  C o m p a n y  o r a n y  o f its  a ffilia te s  o r d iv is io n s : i. th e  c o m m is s io n  o f a n  a c t o f fra u d , m is a p p ro p ria tio n  o r e m b e z z le m e n t in  th e  c o u rs e  o f e m p lo y m e n t;
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I. 

HUMA A J.C. 
COMPENSATIO RECOUPMENT POLICY 

(Effective F'ebn1a:ry 2 1., 20.1.9) 

Policy and Scope 

Exh ibit l0(jj) 

The Board adopts tb i recoupment policy under which, upon the occmTence of certain e ents, the 
Company' s Officers may be required to repay to rbe Company certain ca h and equity incenrive-based 
cornpen ·ation covered below. 

Upon the occurrence of a Triggering Event, rhe Adm inistrator may, in it sole discret ion after 
evaluating the as ·oc iated oost · and benefits, recover all or any portion of the Reoovern1bte .Incentive paid to 
a Covered Employee duri ng the Applicable Period. In addition, the Administrator may, in its sole discretion 
and in the rea. onable exercise of its busines. judgment, detcnnine whether a.nd to what e tent addiliona l 
action is appropriate to addres · the circmn ·tances sunounding such Trig:geri11,g vent ·o as to mini mize the 
like-lihood of any recun·ence and to impose such other discipline as it deems appropriate. 

ll. Definitions 

or the purposes of thi. Policy, the following terms have the fo ll owing mean ings: 

A. "Administrator" means the Board, the Compensation Committee or such other committee of 
the Board that, at the relevaa t time, has authori ty for maki ng de termination · as LO the 
compensation of senior executives. 

B. " Applicable Period" means (i) with respect to a Re ·tatenient, the three-year period preceding 
the date on which the Company is required to prepare a Restatement and (ii) with respect to 
Improper Conduct, the three-year period preceding the date on which the Admini. trator 
determines that improper Conduct bas occum:d. 

C. " Board" means the Board of Directors of the Company. 

D. ' Company" means Humana Inc. 

E. "Compensation Committee" means the Organization & Compen ation Committee of the Board. 

F. " overed 1t: mplo ee ' means any Officer of Lhc Comuany. 

G. "hnproper Conduct" means the fo llowing cotiduct that, in the sole discretion of the 
Administrator, is likely to c.:iuse or has caused material financial , operational, or reputation.al 
harm to the Company materially disrnpt damage, impair or interfere with the bu ine s of the 
Company or its affiliates, or have a significant, ad erse reputational or ecotiomic impact on the 
Company or any of its affiliate·· or division ·: 

L the commi. sion of an acr of fraud, misappropriation or embezzlement in the cou . e 
of employment; 



 

ii. th e  c o m m is s io n  o f a  c rim in a l a c t, w h e th e r o r n o t in  th e  w o rk p la c e , th a t in  th e  A d m in is tra to r’s  s o le  d is c re tio n , c o n s titu te s  a  fe lo n y  o r c rim e  o f c o m p a ra b le  m a g n itu d e ; iii. th e  m a te ria l v io la tio n  o f a  n o n -c o m p e te , n o n -s o lic ita tio n , o r c o n fid e n tia lity  a g re e m e n t; o r iv . th e  w illfu l a n d  m a te ria l b re a c h  o f a  C o v e re d  E m p lo y e e ’s  o b lig a tio n s  u n d e r th e  C o m p a n y ’s  c o d e  o f c o n d u c t re la tin g  to  c o m p lia n c e  w ith  la w  o r re g u la tio n  H . “In c e n tiv e -B a s e d  C o m p e n s a tio n ” re fe rs  to  e a c h  a w a rd  o f a n d  p a y m e n t (w h e th e r in  c a s h , C o m p a n y  s to c k , o r o th e rw is e ) o f in c e n tiv e  c o m p e n s a tio n  a n d  o th e r c o m p e n s a tio n  th e  e a rn in g , p a y m e n t o r a m o u n t o f w h ic h  d e p e n d s  o n  th e  p e rfo rm a n c e  o f th e  C o m p a n y  o r a n y  in d iv id u a l, p ro d u c t, s e rv ic e , o r b u s in e s s  u n it, in c lu d in g  b u t n o t lim ite d  to  a n n u a l in c e n tiv e  c o m p e n s a tio n , a w a rd s  u n d e r c o m m is s io n  p la n s , a n d  a w a rd s  u n d e r th e  C o m p a n y ’s  s to c k  in c e n tiv e  p la n s , in c lu d in g  b u t n o t lim ite d  to  g a in s  fro m  th e  s a le  o r d is p o s itio n  o f s e c u ritie s . I. “O ffic e r” s h a ll in c lu d e  a n y  in d iv id u a l w h o  s e rv e s  a s  a  c u rre n t o r fo rm e r “O ffic e r” w ith in  th e  m e a n in g  s e t fo rth  in  R u le  1 6 a -1 (f) o f th e  S e c u ritie s  E x c h a n g e  A c t o f 1 9 3 4 , a s  a m e n d e d  (th e  “E x c h a n g e  A c t”), a s  a p p lie d  b y  th e  A d m in is tra to r fro m  tim e  to  tim e . J . “P o lic y ” m e a n s  th is  H u m a n a  In c . C o m p e n s a tio n  R e c o u p m e n t P o lic y . K . “R e c o u p m e n t” m e a n s , to  th e  e x te n t p e rm is s ib le  u n d e r la w , o ffs e t fro m  a m o u n ts  o th e rw is e  c re d ite d , p a y a b le , o r

d u e , fo rfe itu re  o r c a n c e lla tio n  o f a w a rd s  o r a m o u n ts  d e fe rre d , a n d /o r re c o v e ry  o r re p a y m e n t, a s  a p p lic a b le . L . “R e c o v e ra b le  In c e n tiv e ” m e a n s  (i) w ith  re s p e c t to  R e c o u p m e n t re la tin g  to  a  R e s ta te m e n t, th e  a m o u n t o f a n y  In c e n tiv e -B a s e d  C o m p e n s a tio n  p a id  o r p ro v id e d  d u rin g  th e  A p p lic a b le  P e rio d  th a t e x c e e d s  th e  a m o u n t o r v a lu e  th a t th e  A d m in is tra to r d e te rm in e s , in  its  s o le  d is c re tio n , w o u ld  h a v e  b e e n  p a y a b le  o r re c e iv e d  in  re s p e c t o f In c e n tiv e -B a s e d  C o m p e n s a tio n  h a d  th e  re v is e d  fin a n c ia l s ta te m e n t(s ) re fle c te d  in  th e  R e s ta te m e n t b e e n  a p p lie d  to  d e te rm in e  th e  In c e n tiv e -B a s e d  C o m p e n s a tio n  o r b e e n  a v a ila b le  to  th e  m a rk e t a t th e  tim e  s u c h  In c e n tiv e -B a s e d  C o m p e n s a tio n  w a s  p a id  o r (ii) w ith  re s p e c t to  Im p ro p e r C o n d u c t, a n y  In c e n tiv e -B a s e d  C o m p e n s a tio n  re c e iv e d  b y  th e  C o v e re d  E m p lo y e e  d u rin g  a n d  a fte r th e  p e rio d  in  w h ic h  s u c h  Im p ro p e r C o n d u c t o c c u rre d . In  n o  e v e n t w ill th e  a m o u n t o f th e  R e c o v e ra b le  In c e n tiv e  e x c e e d  th e  to ta l a m o u n t o f In c e n tiv e - B a s e d  C o m p e n s a tio n  p a id  o r g ra n te d  d u rin g  th e  A p p lic a b le  P e rio d . M . “R e s ta te m e n t” m e a n s  th e  C o m p a n y  b e in g  re q u ire d  to  u n d e rta k e  a n y  m a te ria l re s ta te m e n t (o c c u rrin g  a fte r th e  e ffe c tiv e  d a te  o f th is  P o lic y ) o f a n y  o f its  fin a n c ia l s ta te m e n ts  th a t h a v e  b e e n  file d  w ith  th e  S e c u ritie s  a n d  E x c h a n g e  C o m m is s io n  (th e  “S E C ”) u n d e r th e  E x c h a n g e  A c t o r th e  S e c u ritie s  A c t o f 1 9 3 3 , a s

a m e n d e d . N . “T rig g e rin g  E v e n t” m e a n s  e ith e r a  R e s ta te m e n t o r Im p ro p e r C o n d u c t b y  a  C o v e re d  E m p lo y e e . III. A d m in is tra to r D is c re tio n  In  e x e rc is in g  th e  d is c re tio n  a ffo rd e d  to  it u n d e r th is  P o lic y , th e  A d m in is tra to r m a y  c o n s id e r a n y  a n d  a ll fa c ts  it c o n s id e rs  re le v a n t u n d e r a ll o f th e  c irc u m s ta n c e s , in c lu d in g  w ith o u t lim ita tio n : (A ) w h e th e r o r n o t th e  C o v e re d  E m p lo y e e  e n g a g e d  in  Im p ro p e r C o n d u c t; (B ) th e  lik e lih o o d  o f s u c c e s s  o f a n y  re c o v e ry  u n d e r th is  P o lic y  u n d e r g o v e rn in g  la w  a s  c o m p a re d  to  th e  c o s t a n d  e ffo rt in v o lv e d ; (C ) w h e th e r th e  a s s e rtio n  o f a  c la im  m a y  p re ju d ic e  th e  in te re s ts  o f th e  C o m p a n y , in c lu d in g  in  a n y  re la te d  p ro c e e d in g  o r in v e s tig a tio n ; (D ) th e  p a s s a g e  o f tim e  s in c e  th e  o c c u rre n c e  o f th e  T rig g e rin g  E v e n t; a n d  (E ) a n y  p e n d in g  le g a l p ro c e e d in g
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ii . the commission of a criminal act, wheVher or not in the workplace, that in the 
Admini&t!"ator' sole di .. crc tion constitutes a felony or crime of comparable 
maguitude; 

iii. the materia.l violation of a non-compete, non-solicitation, or confident iality 
agreement · or 

1v. the willful and material bre~ch of a Covered Employee's obli gation under the 
Company's code of conduct re lating to comp liance with law or regulation 

H. "Incentive-Based Compensation" refers to each award of and payment (whether in crush, Company 
. tock, or otherwise) of incentive compensation and other compensation the earning, payment or amount 
of which depends on the performance of the Company or any individual, product, service, or business 
unit, including but not limited to annual incentive compensation, awards tmder commission plans, and 
award· under the Company's ·tock incentive plrur, including but not limited to g-.iins from I.he ·ale or 
dis~ition of securities. 

I. ''Ofllcer" shall include any individual who serves a. a current or fonner "Omccr" within the 
meaning et fonh in Rule I6a-l(t) of the Securities Exchange Act of 1934, as amende-0 (the 
"Excbauge Act"), as applied by the Administrator from time to time. 

J. "Policy" means thi Humana Inc , Compensation Recoupment Policy, 

K. • Recoupment" means, to the extent permissible u11dcr law, off·et fro m amounts othen vise 
c.redited, payab le, or due, forfei tu re or cance llation of award or amounts deferred, and/or 
recovery or repayment, as appli cable. 

L. ' RccoYCrablc Incentive'' means ( i) with respect to Recoupment relating to a Restatement, the 
amount of any lncenti e-Based Compen.sation paid or pro ided during the Applicable Period that 
exceeds the amount or value that the Administrator determine ·, in its ·ole discretion, would have 
been payab le or rece ived in respect of lncenti e-Based. Compensation had the rev ised financia l 
. taternent ) reflec ted in rhe Restatement been app lied to detennine the Incentive-Based 
Compensation or been available to the market at the time such incentive-Based Compensation 
was paid or (ii) with respect to Improper Conduct, any Incentive-Based Compensation received 
by the Covered Employee during and after the period in which such Improper onducL occurred. 
In no event will the amount of tJ1e Rec-0vernble Incentive e/lceed the total amount of Incentive­
Based ompe11sation paid or granted during the Applicahle Period, 

M. "Restatement'' mearu the Company being required to undertake any material re tatement 
(occurring after the effective date of this Policy) of any of its fi nancial statement rhat have been 
fi led with the Securiti and xchange ommi ·s.ion (the "S ") under the ·change Act or the 

ecurities Act of 1933 , a amendoo . 

UT r iggerin.g Event" means either a Re.statement or Jrnproper Conduct by a Covered Employee. 

Ill . dminlstrator Discretion 

In exercising the discretion afforded ro it under this Polley the Administrator may consider any 
aud all facts it con ·iders relevant under all of the circumstanc,es, i1J cluding witho ut limitation; ( . ) whether 
or not the Covered Employee engaged in impropel' Conduct; (B) the likelihood of success of any recovery 
under th i Policy under governing law as compared 10 the cosl and effort involved; (C) whether the as e11ion 
ofa claim may prejudice the intere ·ts of the Compa!ly, including in any related proceeding or investigation · 
(D) the passage of time ince the occ un-ence of the Triggering Event· and (E) any pending legal proceeding 



 

re la tin g  to  th e  T rig g e rin g  E v e n t. S u b je c t to  a p p lic a b le  la w , th e  A d m in is tra to r m a y  s e e k  to  re c o u p  a n y  R e c o v e ra b le  In c e n tiv e  b y  re q u irin g  a n y  a ffe c te d  C o v e re d  E m p lo y e e  to  re p a y  s u c h  a m o u n t to  th e  C o m p a n y , b y  s e t-o ff, b y  fo rfe itu re , b y  re d u c in g  fu tu re  c o m p e n s a tio n , o r b y  s u c h  o th e r m e a n s  o r c o m b in a tio n  o f m e a n s  a s  th e  A d m in is tra to r, in  its  s o le  d is c re tio n , d e te rm in e s  to  b e  a p p ro p ria te . T h e  A d m in is tra to r h a s  s o le  a n d  a b s o lu te  d is c re tio n  w ith  re s p e c t to  in te rp re ta tio n  a n d  e n fo rc e m e n t o f th is  P o lic y  a n d  a n y  in te rp re ta tio n s  o r d e te rm in a tio n s  m a d e  b y  th e  A d m in is tra to r s h a ll b e  fin a l a n d  b in d in g  o n  a ll a ffe c te d  in d iv id u a ls . T h is  P o lic y  w ill b e  in te rp re te d  a n d  e n fo rc e d , a n d  a p p ro p ria te  d is c lo s u re s  a n d  filin g s  w ill b e  m a d e , in  a  m a n n e r th a t is  c o n s is te n t w ith  a n y  a p p lic a b le  ru le s  o r re g u la tio n s  a d o p te d  b y  th e  S E C  a n d  th e  N e w  Y o rk  S to c k  E x c h a n g e  p u rs u a n t to  S e c tio n  1 0 D  o f th e  E x c h a n g e  A c t, a n d  a n y  o th e r a p p lic a b le  la w  (c o lle c tiv e ly , th e  “A p p lic a b le  R u le s ”). T o  th e  e x te n t th e  A p p lic a b le  R u le s  re q u ire  th e  C o m p a n y  to  re c o v e r In c e n tiv e -B a s e d  C o m p e n s a tio n  in  a d d itio n a l c irc u m s ta n c e s  b e s id e s  th o s e  s p e c ifie d  h e re in , n o th in g  in  th is  P o lic y  s h a ll b e  d e e m e d  to  re s tric t th e  rig h t o f th e  C o m p a n y  to  re c o v e r In c e n tiv e -B a s e d  C o m p e n s a tio n  to  th e  fu lle s t e x te n t re q u ire d  b y  th e  A p p lic a b le  R u le s . T h is  P o lic y  s h a ll b e  d e e m e d  to  b e  a u to m a tic a lly  a m e n d e d , a s  o f

th e  d a te  th e  A p p lic a b le  R u le s  b e c o m e  e ffe c tiv e  w ith  re s p e c t to  th e  C o m p a n y , to  a llo w  th e  C o m p a n y  to  re c o v e r In c e n tiv e -B a s e d  C o m p e n s a tio n  to  th e  e x te n t re q u ire d  fo r th is  P o lic y  to  c o m p ly  w ith  th e  A p p lic a b le  R u le s . IV . R e c o u p m e n t A . R e s ta te m e n t: In  th e  e v e n t o f a  R e s ta te m e n t, th e  A d m in is tra to r m a y  re c o v e r u p  to  th e  a m o u n t o f th e  R e c o v e ra b le  In c e n tiv e  re c e iv e d  d u rin g  th e  A p p lic a b le  P e rio d  if, in  th e  A d m in is tra to r’s  ju d g m e n t a n d  d e te rm in a tio n , th e  C o v e re d  E m p lo y e e  e n g a g e d  in  fra u d , n e g lig e n c e  o r o th e r m is c o n d u c t th a t c o n trib u te d  to  th e  n e e d  fo r th e  R e s ta te m e n t. F o r th e  a v o id a n c e  o f d o u b t, R e s ta te m e n t d o e s  n o t in c lu d e  a n y  re s ta te m e n t re q u ire d  d u e  to  c h a n g e s  in  a c c o u n tin g  ru le s  o r s ta n d a rd s  o r c h a n g e s  in  a p p lic a b le  la w , o r re tro s p e c tiv e  re v is io n s  o r re c la s s ific a tio n s  m a d e  to  re fle c t a  c h a n g e  in  th e  s tru c tu re  o r o p e ra tio n s  o f th e  C o m p a n y . B . Im p ro p e r C o n d u c t: In  th e  e v e n t th a t a  C o v e re d  E m p lo y e e  e n g a g e s  in  Im p ro p e r C o n d u c t, th e  A d m in is tra to r m a y  re c o v e r u p  to  th e  a m o u n t o f th e  R e c o v e ra b le  In c e n tiv e  d u rin g  th e  A p p lic a b le  P e rio d . V . M e th o d  o f R e c o v e ry  T h e  A d m in is tra to r m a y  e ffe c t R e c o u p m e n t in  a n y  m a n n e r c o n s is te n t w ith  a p p lic a b le  la w  in c lu d in g , b u t n o t lim ite d  to , (a ) s e e k in g  re im b u rs e m e n t o f a ll o r p a rt o f a n  a w a rd  p re v io u s ly  p a id , (b ) c a n c e llin g  p rio r a w a rd s , w h e th e r v e s te d  o r u n v e s te d  o r p a id  o r u n p a id , (c ) c a n c e llin g  o r s e ttin g -o ff

a g a in s t p la n n e d  fu tu re  g ra n ts , a n d  (d ) a n y  o th e r m e th o d  a u th o riz e d  b y  a p p lic a b le  la w  o r c o n tra c t. V II. A m e n d m e n t a n d  T e rm in a tio n  T h e  A d m in is tra to r m a y , fro m  tim e  to  tim e , s u s p e n d , d is c o n tin u e , re v is e , a m e n d  o r te rm in a te  th is  P o lic y  in  a n y  re s p e c t w h a ts o e v e r. N o th in g  in  th is  P o lic y  w ill b e  d e e m e d  to  lim it o r re s tric t th e  C o m p a n y  fro m  p ro v id in g  fo r re c o u p m e n t, re p a y m e n t a n d /o r fo rfe itu re  o f c o m p e n s a tio n  (in c lu d in g  In c e n tiv e -B a s e d  C o m p e n s a tio n ) u n d e r c irc u m s ta n c e s  n o t s e t fo rth  in  th is  P o lic y . In  a ll e v e n ts , th is  P o lic y  s h a ll im m e d ia te ly  te rm in a te  u p o n  th e  c o n s u m m a tio n  o f a  C h a n g e  in  C o n tro l (a s  d e fin e d  in  th e  C o m p a n y ’s  C h a n g e  in  C o n tro l P o lic y ). V III. E ffe c tiv e  D a te  T h is  P o lic y  s h a ll b e  e ffe c tiv e  a s  o f th e  d a te  it is  a d o p te d  b y  th e  B o a rd  (th e  “E ffe c tiv e  D a te ”) a n d  s h a ll a p p ly  to  c o m p e n s a tio n  th a t is  a w a rd e d  o r g ra n te d  to  C o v e re d  E m p lo y e e s  o n  o r a fte r th a t d a te  (a n d  s h a ll n o t a p p ly  to  c o m p e n s a tio n  th a t is  g ra n te d  o r a w a rd e d  b e fo re  th a t d a te )
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re lating lo the Triggering Event. Subject to applicable law, the Administrator may seek to recoup any 
Recoverab le Incentive by requiring any affected ovcrcd Employee to repay such amount to the ompa.ny, 
by et-off, by forfeiture, by reducing future compensation, or by such other mean or combination of mem1 
a the Administrator, in its sole discretion, detennines to be appropriate. The Administrator has sole and 
abso lute discretion wi th re peel to interpretation and enforcement o r thi Policy and any interpretations or 
determinations made by the Administrator shall be final and binding on all affected individual . Th.is Poli cy 
will be interpreted and enforced, and appropriate di clo ures and fili ngs will be made, in a manner tha t i 
t.'Onsi ·tent with any appli cable ru les or regulations adopted by the SE and the ew York Stock Ex.change 
pursuant to Section I OD of the Exchange Act, and any other applicable law (c,oll ectively, the ''Applica ble 
Rules'). To the extent the Appli cable Rule require the Company to recover lncemive-Ba. ed Compensation 
in additional circumstanc~ besides tho ·e ·pecified herein, nothing in this Policy ·ball be deemed to restrict 
the, right of the Company to recover Incentive-Based ompensation to the fullest extent required by the 
Applicab le Rules. h is Policy shall be deemed to be automatically amended, a· of the da te the Appli cable 
Rules be-"ome effective with re ·pect to the ompany, to allow the ompaoy to recover lnceotive-Based 
Compensation to the extent required for this Policy to c-0mply with the Applicab le Rules. 

IV. Recoupment 

Restate.ment: ln the event o r a Re. tatcmcnt, the Admini. trator may recover up to Lhe amount of the 
Recoverable Incentive rece ived during the Appljcable Period if, in the Administrator 's judgment and 
determination, the Covered Employee engaged in fraud, negligence or other mi conduct that 
contribu ted lo the need for the Re ta.tement. For the avoidance of do ubt, Restatement does not incl ude 
any restatement required du e to changes in accounting rules or tandards or changes in applicable 
law, or retrospective revisions or reclassificat ions made lo retlec t a change in the structure or 
ope,Jtions of the ompany. 

B. Improper Conduct: In the event tha1 a Co ered Employee engages in Improper Conduct, the 
dmini ·trntor may recover up to tlle amount of the Recoverable Incentive during the pplicable 

Pe1fod . 

V. lethod of Recove ry 

he Administrator may effect Recoupment in any manner cQn istcnt with applic.ablc law including, 
but not limited to, (a) eeking reimbursement of all or part of an award previously paid, (b} cancelling prior 
awards, whether vested or unvested or paid or unpaid c) cancell ing or setting-off again t planned future 
gram. , and (d) any other mc.thod authorized by applicable law or contract. 

VU. Amendment a nd Tennination 

The Administrator may from Lime to time suspend, discontinue, rc vi c. amend or terminate Lhis 
Policy in any respect whatsoever. Notl1ing in this Policy will be deeme-0 to limit or re trict the Company 
from provid.ing for recoupment, repayment and/or fo rfe iture of compen.sation (including Incentive-Based 

ompcnsati on) under circum lances not set forth in this Policy. In all events, thi, Policy hal l immediately 
terminate upon the consummation of a Change in Control ( as defined in the Company's Change in Control Policy). 

VIII. Effective Date 

hi. Policy shall be effective as of the date it i adopted by the Board the '"Effecti e Date") and shall 
apply to cornpen ation that i - .iwarded or granted to overe.d Emplo}•ees on or after that date (and shall not 
apply to compensation that is granted or awarded before that date) 
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EXHIBIT 21
HUMANA INC.

SUBSIDIARY LIST

ARKANSAS
1. Humana Regional Health Plan, Inc.

CALIFORNIA
1. Humana EAP and Work-Life Services of California, Inc.
2. Humana Health Plan of California, Inc.

CONNECTICUT
1. SeniorBridge Family Companies (CT), Inc.

DELAWARE
1. Atlantis Physician Group, LLC
2. CDO 1, LLC
3. CDO 2, LLC
4. CompBenefits Corporation
5. CompBenefits Direct, Inc.
6. Emphesys, Inc.
7. Go365, LLC
8. Health Value Management, Inc.
9. HUM Provider Holdings, LLC
10. Humana at Home, Inc.
11. Humana Digital Health and Analytics Platform Services, Inc.
12. Humana Government Business, Inc.
13. Humana Inc.
14. Humana Innovation Enterprises, Inc.
15. Humana Pharmacy, Inc.
16. Humana Veterans Healthcare Services, Inc.
17. Humana WellWorks LLC
18. HumanaDental, Inc.
19. MCCI Group Holdings, LLC
20. MCCI Holdings, LLC
21. North Region Providers, LLC
22. Primary Care Holdings, Inc.
23. Primary Care Holdings II, LLC
24. Primary Care Specialists of the Palm Beaches, LLC
25. Transcend Population Health Management, LLC
26. Transcend Population Health Management II, LLC

FLORIDA
1. 154th Street Medical Plaza, Inc.
2. 54th Street Medical Plaza, Inc.
3. American Eldercare of North Florida, LLC
4. American Eldercare, Inc.
5. CAC Medical Center Holdings, Inc.
6. CAC-Florida Medical Centers, LLC
7. Care Partners Home Care, LLC
8. CarePlus Health Plans, Inc.
9. CompBenefits Company
10. Complex Clinical Management, Inc.
11. Continucare Corporation
12. Continucare MDHC, LLC
13. Continucare Medical Management, Inc.
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14. Continucare MSO, Inc.
15. Family Physicians of Winter Park, Inc.
16. FPG Acquisition Corp.
17. FPG Acquisition Holdings Corp.
18. FPG Holding Company, LLC
19. FPG Senior Services, LLC
20. HUM-e-FL, Inc.
21. Humana At Home 1, Inc.
22. Humana Dental Company
23. Humana Health Insurance Company of Florida, Inc.
24. Humana Medical Plan, Inc.
25. MCCI Specialty, LLC
26. MCCI/Lifetime of Aventura, LLC
27. METCARE of Florida, Inc.
28. Metropolitan Health Networks, Inc.
29. Naples Health Care Specialists, LLC
30. Nursing Solutions, LLC
31. Partners in Integrated Care, Inc.
32. RMA Medical Centers of Florida, LLC
33. RMA Medical Group of Florida, LLC
34. SeniorBridge Family Companies (FL), Inc.
35. SeniorBridge-Florida, LLC

GEORGIA
1. Humana Employers Health Plan of Georgia, Inc.

ILLINOIS
1. CompBenefits Dental, Inc.
2. Dental Care Plus Management, Corp.
3. Humana Benefit Plan of Illinois, Inc.
4. Humana Healthcare Research, Inc.

INDIANA
1. SeniorBridge Family Companies (IN), Inc.

KENTUCKY
1. 516-526 West Main Street Condominium Council of Co-Owners, Inc.
2. CHA HMO, Inc.
3. CHA Service Company
4. Humana Active Outlook, Inc.
5. Humana Health Plan, Inc.
6. Humana Insurance Company of Kentucky
7. Humana MarketPOINT, Inc.
8. Humana Pharmacy Solutions, Inc.
9. Humco, Inc.
10. Preservation on Main, Inc.
11. The Dental Concern, Inc.

LOUISIANA
1. Humana Health Benefit Plan of Louisiana, Inc.

    
MICHIGAN
1. Humana Medical Plan of Michigan, Inc.

MISSOURI
1. SeniorBridge Family Companies (MO), Inc.
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NEW YORK
1. Harris, Rothenberg International Inc.
2. Humana Health Company of New York, Inc.
3. Humana Insurance Company of New York
4. SeniorBridge Family Companies (NY), Inc.

OHIO
1. Humana Health Plan of Ohio, Inc.
2. Hummingbird Coaching Systems LLC

PENNSYLVANIA
1. Humana Medical Plan of Pennsylvania, Inc.

PUERTO RICO
1. Humana Health Plans of Puerto Rico, Inc.
2. Humana Insurance of Puerto Rico, Inc.
3. Humana Management Services of Puerto Rico, Inc.
4. Humana MarketPOINT of Puerto Rico, Inc.

TENNESSEE
1. Cariten Health Plan Inc.
2. PHP Companies, Inc.
3. Preferred Health Partnership, Inc.

TEXAS
1. CompBenefits Insurance Company
2. DentiCare, Inc.
3. Emphesys Insurance Company
4. Humana At Home (Dallas), Inc.
5. Humana At Home (Houston), Inc.
6. Humana At Home (San Antonio), Inc.
7. Humana At Home (TLC), Inc.
8. Humana Behavioral Health, Inc.
9. Humana Health Plan of Texas, Inc.
10. Medical Care Consortium Incorporated of Texas
11. ROHC, L.L.C.
12. Texas Dental Plans, Inc.

UTAH
1. Humana Medical Plan of Utah, Inc.

VERMONT
1. Managed Care Indemnity, Inc.

WASHINGTON
1. Arcadian Health Plan, Inc.

WISCONSIN
1. CareNetwork, Inc.
2. Humana Insurance Company
3. Humana Wisconsin Health Organization Insurance Corporation
4. HumanaDental Insurance Company
5. Independent Care Health Plan
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 33-49305, No. 333-04435, No. 333-57095, No. 333-
86801, No. 333-41408, No. 333-86280, No. 333-105622, No. 333-134887, No. 333-162747, No. 333-171616, and No. 333-175350) and S-3 (No. 333-
223554) of Humana Inc. of our report dated February 21, 2019 relating to the financial statements and financial statement schedules and the effectiveness of
internal control over financial reporting, which appears in this Form 10-K.

/s/ PricewaterhouseCoopers LLP

Louisville, Kentucky

February 21, 2019
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT OF 2002

I, Bruce D. Broussard, principal executive officer of Humana Inc., certify that:

1. I have reviewed this annual report on Form 10-K of Humana Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date:  February 21, 2019  
    

Signature:  /s/ BRUCE D. BROUSSARD  

  
Bruce D. Broussard
Principal Executive Officer  
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Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF SARBANES-OXLEY ACT OF 2002

I, Brian A. Kane, principal financial officer of Humana Inc., certify that: 

1. I have reviewed this annual report on Form 10-K of Humana Inc.;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date:  February 21, 2019  
    

Signature:  /s/ BRIAN A. KANE  

  
Brian A. Kane
Principal Financial Officer  
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Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Humana Inc. (the “Company”) on Form 10-K for the period ended December 31, 2018 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned hereby certifies, pursuant to 18 U.S.C. Sec. 1350, as adopted
pursuant to Sec. 906 of the Sarbanes-Oxley Act of 2002, in his capacity as an officer of Humana Inc., that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.

/s/ BRUCE D. BROUSSARD  
Bruce D. Broussard
President and Chief Executive Officer,
Director (Principal Executive Officer)  

February 21, 2019

/s/ BRIAN A. KANE  
Brian A. Kane
Chief Financial Officer
(Principal Financial Officer)  

February 21, 2019

A signed original of this written statement required by Section 906 has been provided to Humana Inc. and will be retained by Humana Inc. and furnished to
the Securities and Exchange Commission or its staff upon request.
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Section 2.5.6

Required Forms and Certifications

Humana serves as a sponsor at the Louisiana Academy of Family Physicians 
Annual Assembly and Exhibition in Destin, Florida, July 2021.

Humana 
Healthy Horizons™ 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417  
2.5.6 2.5.6 Required Forms and Certifications 
2.5.6.1 Exhibit C, Proposal Compliance Matrix: Please refer to 2.5.6.1 Exhibit C - Compliance Matrix. 

2.5.6.2 Exhibit A, Certification Statement: Please refer to 2.5.6.2 Exhibit A - Certification Statement. 

2.5.6.3 Exhibit D, Medicaid Ownership and Disclosure Form: Please refer to 2.5.6.3 Exhibit D - Ownership and 
Disclosure Form, provided electronically. 

Per Addendum #4, Revision  #6 in Part 2 of the Addendum, RFP Section 2.5.6 will be exempt from both the 
recommended Business Proposal and recommended total page limits.

2.5.6 Required Forms and Certifications 
1 of 1

Exempt from Business Proposal 
and Total Page Limits 1004(E)

Humana 
Healthy Horizons 
in Louisiana "' 

-



(Exhibit D Provided Electronically)

2.5.6 Required Forms 
and Certifications 

2.5.6.1 Exhibit C, Proposal Compliance Matrix 
2.5.6.2 Exhibit A, Certification Statement 

2.5.6.3 Exhibit D, Medicaid Ownership and Disclosure Form 



 

 

Exhibit C: Proposal Compliance Matrix 
 

RFP #: 3000017417 

Proposer: Humana Health Benefit Plan of Louisiana, Inc.  

 

RFP 
Section 

Requirement 
Proposal 
Section 

Proposal 
Page(s) 

2.4 Table of Contents 2.4 1(E) – 3(E) 

2.4.1 Cover Letter 2.4.1 4(E)-6(E) 

Business Proposal – Section 2.5 

2.5.1 Mandatory Qualifications 2.5.1 1-2 

2.5.2 Conflict of Interest 2.5.2 3 

2.5.3 Moral or Religious Objections 2.5.3 4 

2.5.4 Material Subcontractors 2.5. 5,  

Ex. B:7(E) – 51(E) 

2.5.5 Financial Condition 2.5.5 52(E), Att 2.5.5.1-1 through 2.5.5.1.9,  

53(E) – 1003(E) 

2.5.6 Required Forms and Certifications:   

2.5.6.1  Proposal Compliance Matrix 2.5.6.1 1005(E) 

2.5.6.2  Certification Statement 2.5.6.2 1006(E) – 1007(E) 

2.5.6.3  Medicaid Ownership and Disclosure Form 2.5.6.3 1008(E) – 1076(E), Att.2.5.6.3-1 through 

2.5.6.3-4 , 1077(E)-1251(E) 

Technical Proposal – Section 2.6 

2.6.2 Proposer Organization and Experience:   

2.6.2.1  Proposer Organization 2.6.2.1 6-7, 
Att. 2.6.2.1-1, 8-24 

2.6.2.2  Proposed Staff Qualifications and 
Organizational 
Structure 

2.6.2.2 25-30 

Att. 2.6.2.2-1, 2.6.2.2-2, 31-39 

2.6.3 Enrollee Value‐Added Benefits 2.6.3 40-54 

2.6.4 Population Health 2.6.4 55-66 

2.6.5 Health Equity 2.6.5 67-78 

2.6.6 Care Management 2.6.6 79-93 

2.6.7 Case Scenarios 2.6.7 94-138 

2.6.8 Network Management 2.6.8 139-148 

2.6.9 Provider Support 2.6.9 149-160 

2.6.10 Utilization Management 2.6.10 161-175 

2.6.11 Quality 2.6.11 176-190 

Att 2.6.11-5 through 2.6.11.7-3, 1252(E) 

– 1275(E) 

Att. 2.6.11.7-1 through 2.6.11.7-3 

1278(E)-1280 (E) 

2.6.11.6 Quality Response Template 2.6.11.6 1276(E) – 1277(E) 

2.6.12 Value‐Based Payment 2.6.12 191-200 

2.6.13 Claims Management and Systems and Technical 
Requirements 

2.6.13 201-210, Att. 2.6.13.1, 2.6.13.2-1 through 

2.6.13.2-3 1281(E) – 1296 (E) 

2.6.14 Program Integrity 2.6.14 211-220 
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2.6.15 221-230 
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1. The information contained in its response to this RFP is accurate and all copies are correct and
complete.

2. Proposer shall comply with each of the mandatory requirements listed in the RFP and will meet
or exceed the functional and technical requirements specified therein.

3. Proposer  shall  accept  the  procedures,  evaluation  criteria,  mandatory  contract  terms  and
conditions, and all other administrative requirements set forth in this RFP.

4. Proposer agrees to submit any additional information requested by LDH that, in LDH’s judgment,
may be relevant to the Proposer’s financial, legal, contractual, or other business interests as they
relate to the RFP and contract.

5. Proposer  does  not  have  any  financial,  legal,  contractual,  and other  business  interest  that will
conflict in any manner or degree with the performance required under the contract.

6. Proposer  does  not  have,  nor  does  any  of  the  Proposer’s  Material  Subcontractors  have,  any
financial,  legal,  contractual  or  other  business  interest  in  LDH’s  Enrollment  Broker  or  in  such
vendor’s subcontractors, if any.

7. Proposer acknowledges it will not be relieved of any legal obligations under any contract resulting
from this RFP as a result of any contracts with subcontractors, that it shall be fully responsible for
the subcontractor’s performance, and that all partnership agreements, subcontracts, and other
agreements  or  arrangements  for  reimbursement  will  be  in  writing  and  will  contain  terms
consistent with all terms and conditions of the contract.

8. Proposer  acknowledges  that  proposals  to  use  subcontractors  shall  not  cause  any  additional
administrative burden on LDH as a result of the use of multiple entities.

9. Unless provided for in the contract, the Proposer shall not contract with any other party for any
of the services provided for therein without the express prior written approval of the Department

10. Proposal shall be valid for at least ninety (90) Calendar Days from the date of proposer's signature
below.

EXHIBIT A: CERTIFICATION STATEMENT 

The  undersigned  hereby  acknowledges  she/he  has  read  and  understands  all  requirements  and 
specifications of the Request for Proposals (RFP), including attachments. 

OFFICIAL CONTACT. The State requests that the Proposer designate one person to receive all documents 

and the method in which the documents are best delivered. The Proposer should identify the Contact 

name and fill in the information below: (Print Clearly)  

Official Contact Name: 

E‐mail Address: 

Facsimile Number with area code: 

US Mail Address: 

Proposer shall certify that the above information is true and shall grant permission to the State or Agencies to 

contact the above named person or otherwise verify the information provided. 

By its submission of this proposal and authorized signature below, Proposer shall certify that:  

*Humana is providing a mailing address to be used during the COVID-19 pandemic. Please send any physical correspondence 
regarding the LDH Medicaid Managed Care Program RFP to this address:  

  

LaPAC Vendor Number: 0310165570
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2.5.6.2 Exhibit A Certification Statement Humana Healthy Horizons in Louisiana 

11. Proposer understands that if selected as the successful Proposer, he/she will have twenty (20) 
Calendar Days in which to complete contract negotiations and twenty (20) Calendar Days from 
the date of delivery of final contract in which to execute the final contract document. 

12. Proposer shall certify, by signing and submitting a proposal for $25,000 or more, that their 
company, any subcontractors, or principals are not suspended or debarred by the General 
Services Administration (GSA) in accordance with the requirements in 2 CFR §200 Subpart F. (A 
list of parties who have been suspended or debarred can be viewed via the internet at 
https://www.sam.gov.) 

13. Proposer understands that, if selected as a contractor, the Louisiana Department of Revenue must 
determine that it is current in the filing of all applicable tax returns and reports and in payment 
of all taxes, interest, penalties, and fees owed to the State and collected by the LDR. Proposer 
shall comply with La. R.S. 39:1624(A)(10) by providing its seven-digit LDR account number in order 
for tax payment compliance status to be verified. 

14. Proposer further acknowledges its understanding that issuance of a tax clearance certificate by 
LDR is a necessary precondition to the approval of any contract by the Office of State 
Procurement. The contracting agency reserves the right to withdraw its consent to any contract 
without penalty and proceed with alternate arrangements, should a prospective contractor fail to 
resolve any identified outstanding tax compliance discrepancies with the LDR within seven (7) 
days of such notification. 

15. Proposer certifies and agrees that the following information is correct: In preparing its response, 
the Proposer has considered all proposals submitted from qualified, potential subcontractors and 
suppliers, and has not, in the solicitation, selection, or commercial treatment of any subcontractor 
or supplier, refused to transact or terminated business activities, or taken other actions intended 
to limit commercial relations, with a person or entity that is engaging in commercial transactions 
in Israel or Israeli-controlled territories, with the specific intent to accomplish a boycott or 
divestment of Israel. Proposer also has not retaliated against any person or other entity for 
reporting such refusal, termination, or commercially limiting actions. The State reserves the right 
to reject the response of the Proposer if this certification is subsequently determined to be false, 
and to terminate any contract awarded based on such a false response. 

16. Proposer certifies that its proposal was independently arrived at without collusion. 

Signature of Proposer or 
Authorized Representative: 
Typed or Printed Name: 
Date: 
Title: 
Company Name: 
Address: 
City: 
State: 
Zip: 

John E. Barger, Ill 

Sen~~ent, Medicaid President 

Humana Health Benefit Plan or Louisiana, Inc. 

One Galleria Boulevard, Suite 1200 

Metairie 

Louisiana 

70001 
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Entity/Business Medicaid Ownership Disclosure Instructions Page 1 

Instructions for Louisiana Medicaid Ownership Disclosure Information 
Entity/Business 

This is a multi-page form.  Please review the instructions in their entirety before completing the form.  Every field on 
the Disclosure of Ownership Form must be completed, and every question must be answered.  Failure to complete the 
form in its entirety will result in a rejection.   

 Refer to the web sites listed on the previous pages for information regarding full disclosure of ownership, social security 
number requirements, and the Louisiana Medicaid Assistance Program Integrity Law (MAPIL). 

Note:   Enter your Provider Name at the top of each page in the space provided. 

SECTION I – DISCLOSING ENTITY/BUSINESS PROVIDER INFORMATION 

Louisiana Medicaid Provider Number – Enter your seven (7) digit Medicaid provider number, if known.  If this application is for a new Medicaid 
provider number, leave this field blank. 

Taxpayer ID Number – Enter the nine (9) digit Tax ID number for this provider. 
National Provider Identifier (NPI) – Enter your ten (10) digit National Provider Identifier (NPI).  This number can be obtained by going 

to https://nppes.cms.hhs.gov  
This enrollment packet is for a – Check the appropriate box from among New Enrollment, Update to Current Enrollment, Re-Validation, Re-

Enrollment or Change of Ownership (CHOW).  If CHOW, provide the date of the CHOW and the current Louisiana Medicaid Provider 
number in the spaces provided. 

Provider Type – Enter the Louisiana Medicaid Provider Type for this Entity/Business.   
Primary Telephone Number(s) of Disclosing Entity/Business - Enter the area code and telephone number(s) at the street address of this 

Entity/Business.
Doing Business As (DBA) Name – Enter the DBA Name in the space labeled “Doing Business As (DBA) Name.”  If a license is required, the 

name entered must match the operating name on the Entity/Business license. 
Legal Name of Disclosing Entity/Business – Enter the legal name of the Entity/Business in the space labeled “Legal Name of Entity/Business.”  
Primary Disclosing Entity/Business Street Address, City, State, Zip - Enter the physical business street address of the Entity/Business 

requesting enrollment. Enter the city, state and zip code of the physical business street address. 
Primary Disclosing Entity/Business Mailing Address/PO Box, City, State, Zip – Enter the mailing address or PO Box of the Entity/Business 

requesting enrollment. Enter the city, state and zip code of the mailing address. 
Additional Post Office Boxes Not Identified Above – Enter any additional Post Office Boxes for the Entity/Business that are stand-alone or not 

associated with any business location. 
Disclosing Entity/Business Telephone Number to Request Medical Records – Enter the area code and telephone number(s) that the 

Entity/Business uses to answer requests for medical records.  
Disclosing Entity/Business Primary Fax Number – Enter the area code and fax number(s) of this Entity/Business. 
Email Address of Entity/Business contact person - Enter the email address of the contact person who should receive official LDH notices. 
Entity/Business Website – Enter the web address of the Entity/Business website if applicable. 
A. Is there a Corporate Office location for the disclosing Entity/Business? Check the appropriate box.

DBA Name of Corporate Office – If the Entity/Business does have a corporate office location, enter the DBA Name of that office.
Corporate Office contact information – Enter the street address, mailing address/PO Box, additional PO boxes, phone number, fax 
number and email address for the corporate office.

B. Does the disclosing Entity/Business have any business locations in addition to the primary location listed above (i.e. satellite, 
branch or regional locations) related to Louisiana healthcare services? Check the appropriate box. If yes, provide the number of
locations in the box to the left and complete the section(s) below. Lists are not acceptable. 
DBA Name of Additional Location – Enter the DBA name of the additional practice location.
Medicaid Provider # - Enter the Medicaid Provider number of the additional practice, if applicable.
Additional Location contact information – Enter the mailing address/PO Box, street address, additional PO boxes, phone number, fax
number and email address for the additional location office. Continue identifying additional locations and the contact information in the 
spaces provided. If needed, please attach additional sheets if there are more than three additional locations. 

C. Identify how this disclosing Entity/Business is registered with the Internal Revenue Service – Select only 1 of the categories.
Multiple selections may result in a rejection for clarification.
Privately owned or Non-profit Providers Only – Identify the type of Entity/Business as it is registered with the Internal Revenue Service
(IRS).  Check only one box from among Sole Proprietorship, Partnership/Limited Liability Partnership, Corporation, Limited Liability 
Corporation (LLC), or Non-profit.  Answer any questions associated with the type of Entity/Business in the space(s) provided.  Optional:
May add comments in the space provided.  Continue to Section II. 
OR
Louisiana Government Providers Only – Identify the type of Entity/Business if Louisiana government owned.  Select only one from
among City and/or Parish, Department of Children and Family Services (DCFS), Office of Behavioral Health (OBH), Office of Public Health 
(OPH), Office of Aging and Adult Services (OAAS), Office for Citizens with Developmental Disabilities (OCDD), Villa, Other LDH agency,
Local Education Agency (LEA), Louisiana State University (LSU), or Other State-owned entity.  Check the appropriate box and complete 
the applicable fields.

D. Is this disclosing Entity/Business publicly traded? A publicly traded company is one which is traded on the open market, also called
publicly held or public company.  Check the appropriate box.

E. Has this disclosing Entity/Business used or previously been known by any name other than the Legal name or the Doing 
Business As (DBA) name documented in this application? Check the appropriate box. If yes, list all names and Tax IDs in the spaces
provided. Attach additional pages if needed. 

SECTION II – ENTITY/BUSINESS CRIMINAL CONVICTION DISCLOSURE AND ADDITIONAL INFORMATION 

A. Has this Entity/Business (since its existence) AND any entity/business affiliated with the same Tax ID number AND any past or 
current owners, agents, managing employees or persons with a controlling interest have had or currently have any involvement 
or participation with (since the inception of those programs) as follows: Check the appropriate yes or no box for each statement. 
Every item needs to have either a yes or no check. Do not leave any blanks. If yes for any question, 1) provide a written statement including 
the details on all occurrences and 2) attach all official legal documents, including any reinstatements.

SECTION III – ENROLLMENT IN HEALTHCARE PROGRAMS 

A. Is the disclosing Entity/Business and the disclosing Entity/Business Tax ID listed in Section I currently enrolled in a Federal/State 
Funded healthcare program?  Check the appropriate box.  If yes, identify the applicable plan(s) [Louisiana Medicaid, Medicare Part A,
Medicare Part B, Medicare Part C, Medicare Part D (for pharmacies only), CHAMPUS, and/or Other Government Funded Program]. In each
instance, provide the Doing Business As (DBA) Name, the Tax ID number, the Plan Numbers for Enrollments, and the location (state) of
Enrollments.  Attach additional sheets as needed.
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SECTION IV – PREPARER INFORMATION – INDIVIDUAL COMPLETING DISCLOSURE OF OWNERSHIP INFORMATION 

List the full name (including maiden name and hyphenated last name if applicable), social security number, date of birth, and job title.  Check one 
box to identify whether the person completing the form is staff, owner, third party/independent agent, or other.  If you check other, please specify 
by writing the relationship in the space provided.  List the Entity/Business address, Entity/Business telephone number, and the Entity/Business 
email address of the person completing this form.  Finally, enter any additional Entity/Business telephone number(s) and Entity/Business email 
address(es).   

SECTION V – OWNERSHIP INFORMATION 

Medicaid requires that an Entity/Business fully disclose ALL persons and entities that have an ownership interest (either separately or in 
combination) of 5% or more of this Entity/Business. A separate form, Section V(b), is required for each owner, therefore, please make the 
necessary copies as a list of owners will not be accepted. Incomplete applications will be rejected. 

When reporting a name, use the individual’s FULL LEGAL NAME, i.e. John R. Smith, not J.R. Smith or Johnny Smith; or Jenny Rae Jones-Smith, 
not J.R. Jones-Smith or Jenny Jones-Smith. 

Owners are individuals and/or organizations having direct, indirect, or controlling ownership interest in this disclosing Entity/Business.  
• Direct ownership is defined as the possession of stock, equity in capital, or any interest in the profits of this disclosing Entity/Business.
• Indirect ownership is defined as an ownership interest in an Entity/Business that has direct or indirect ownership in this disclosing

Entity/Business.
• Controlling interest is defined as having operational direction or management or the ability and authorization:

o To amend or change the corporate identity.
o To nominate or name members of the board, directors, or trustees
o To amend or change the bylaws, constitution, or other operating or management direction
o To control the sale of any or all of the assets or property upon dissolution of the Entity/Business.
o To dissolve or transfer this disclosing Entity/Business to new ownership or control.
o Et cetera.

Owners may also be individuals associated with the Entity/Business: 
• Whose personal assets are used to satisfy the Entity/Business creditors.
• Who join together to carry on an Entity/Business and expect to share in the profits and losses of the Entity/Business.
• Who report their share of profits and losses of the Entity/Business on their own personal tax returns.
• Who own corporate stock. 
• Who are policy makers.
• Who have veto powers.
• Who have voting power.
• Who have any other responsibilities similar to the ones described above.

Ownership might be implied by titles like the following: 
• Founder
• Incorporator
• Member
• Owner
• Shareholder

These lists are not all-inclusive, and other titles that imply or assume similar powers or responsibilities may apply. 

SECTION V(a) – INFORMATION ON ALL OWNERS 

NEW FORMAT! Please read these directions in detail. 

A. Individuals & Entities/Businesses with Direct Ownership –List all individual owners or entities/businesses that have any direct
stake/shareholding/ownership/ or controlling interest of 5% or greater in the disclosing Entity/Business. Add additional pages if needed. 

NOTE: Section V(b) must be completed for each individual listed. Item B and Section V(c) must be completed for each 
entity/business listed.

B. Individuals and Entities/Businesses with an Indirect Ownership Stake of 5% or more in the disclosing Entity/Business –
First column: List all Entity/Business/Organizations identified in item A that have direct ownership in the disclosing Entity/Business in the 
first column. The disclosing Entity/Business cannot list itself as an owner.
Second column: Name all owners of the entity/business listed in the first column.
Third column: Indicate the percent of ownership each owner has in the entity/business in the first column.
Fourth column: Indicate the percent ownership each owner has in the disclosing Entity/Business. This percent of indirect ownership in the 
disclosing Entity/Business is determined by multiplying the percentages of ownership in e 

ach entity. For example, if individual A owns 10% percent of the stock in a corporation which owns 80% of the stock in the disclosing entity,
A’s interest equates to an 8% indirect ownership interest in the disclosing entity and must be reported. Conversely, if individual B owns 80%
of the stock of a corporation which owns 5% of the stock of the disclosing entity, B’s interest equates to a 4% indirect ownership interest in 
the disclosing entity and need not be reported.
Add additional pages if needed.

NOTE: Section V(c) must be completed for each Entity/Business listed and Section V(b) must be completed for each 
individual listed.
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SECTION V(b) – INFORMATION ON INDIVIDUAL OWNER 

An entire Section V(b) (consisting of two pages) must be completed for each and every individual owner named in Section V(a), whether the 
individual owns a direct or indirect stake in the disclosing Entity/Business. A list of all owners will not be accepted.  Make a copy of the blank 
form for each owner you report before you fill it out the first time. For example, if you have five owners, you need to submit five completed 
Section V(b) forms. 

A. Individual Owner Information – Enter the First Name, Middle Name, Maiden Name, Last Name and Hyphenated Last Name (if applicable)
in the spaces provided.  Enter the Title/Job Position within this Entity/Business, the percentage of ownership of the Entity/Business, the 
Social Security Number (required), date of birth, current mailing address and physical address, telephone number and email address of the 
owner in the spaces provided.

B. Has the owner named above ever used or been known by any other name including married, maiden, hyphenated, or alias? – Read
the question carefully and check the appropriate box.  If yes, enter the name(s) in the spaces provided. Attach additional pages if needed.

C. Is this owner a U.S. citizen? Check the appropriate box. If no, provide the Alien Verification number.
D. Does this owner reside outside the State of Louisiana? – Check the appropriate box.  If yes, has this owner been issued any Medicaid or 

Medicare provider numbers by the domicile state?  Check the appropriate box.  If yes, enter the Domicile State name, the Medicaid Provider
Number, and the Medicare Provider Number in the spaces provided. Attach additional pages if needed.

E. Is this owner related to any other individual owners, agents, managing employees, or subcontractor business owners associated 
with the disclosing Entity/Business? Check the appropriate box.  If yes, list all individuals and how they are related (e.g. spouse, parent, 
child, sibling) in the spaces provided. Attach additional pages if needed.

F. Does the individual owner have a business transaction with any subcontractor(s) for services amounting to $25,000 or more?
Check the appropriate box. If yes, provide the Subcontractor Business Name, Owner, Address and Phone Number for each subcontractor. 

G. Does the individual owner have direct or indirect ownership or controlling interest of 5% or greater in any other Entity/Business 
participating in a Federal/State funded healthcare program? Check the appropriate box.  If yes, identify the applicable plan(s) [Louisiana 
Medicaid, Medicare Part A, Medicare Part B, Medicare Part C, Medicare Part D (for pharmacies only), CHAMPUS, and/or Other 
Government Funded Program]. In each instance, provide the Doing Business As (DBA) Name, the Tax ID number, the Plan Numbers for 
Enrollments, and the location (state) of Enrollments.  Attach additional sheets as needed. 

H. Has the individual owner named above (ever) – Read the questions carefully and check the appropriate yes or no boxes. Every item
needs to have either a yes or no check. Do not leave any blanks. If yes to any question, 1) provide a written statement providing the details
on all occurrences and 2) attach all official legal documents regarding the occurrence, including any reinstatements.

 SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS

A. Entity/Business Owner Information – Enter the Entity/Business Name, the DBA Name, the Tax ID Number, the current street address of
the primary location, the mailing address, any additional Post Office Boxes not previously identified, telephone number, fax number, email 
address of the contact person and website of the Entity/Business in the spaces provided.

B. Are there any business locations in addition to the location listed above? Check the appropriate box. If yes, provide the number of
locations in the box to the left and complete the section(s) below for each additional location. Enter the DBA Name of the additional location, 
the Tax ID Number, the current street address of the additional location, the mailing address, any additional Post Office Boxes not previously 
identified, telephone number, fax number, email address of the contact person and website of the Entity/Business in the spaces provided. 
Attach additional pages if needed. 

C. Has the Entity/Business owner used or previously been known by any name other than the legal name or the Doing Business As 
(DBA) name? Check the appropriate box. If yes, list all names and Tax IDs below. Attach additional pages if needed.

D. Does the Entity/Business owner have a business transaction with any subcontractor(s) for services amounting to $25,000 or
more? Check the appropriate box. If yes, provide the Subcontractor Business Name, Owner, Address and Phone Number for each 
subcontractor.

E. Is this Entity/Business and Tax ID listed in the Section I currently enrolled in a Federal/State funded healthcare program? If yes,
provide the Doing Business As (DBA) Name, the Tax ID number, the Plan Numbers for Enrollments, and the location (state) of Enrollments.

F. Has this Entity/Business (since its existence) AND any Entity/Business affiliated with the same Tax ID number AND any past or 
current owners, agents, managing employees or persons with a controlling interest have had or currently have any involvement or
participation with, since the inception of those programs, as follows: Check the appropriate yes or no box for each statement. Every 
item needs to have either a yes or no check. Do not leave any blanks. If yes for any question, provide a written statement including the 
details on all occurrences. Attach all official legal documents, including any reinstatements.

SECTION VI – INFORMATION ON EACH INDIVIDUAL OR AGENT WHO IS PART OF MANAGEMENT 

Under Federal Regulations, a provider must disclose to the Medicaid agency, prior to enrolling, the name and address of each person who is a 
managing employee of the provider (General Manager, Business Manager, Administrator or other individual who exercises operational or 
managerial control or conducts day to day operations of the agency) as well as the name and address of any person who is an agent of the 
provider, which is any person with authority to obligate or act on behalf of the disclosing entity.  See Federal Regulations 42 CFR § 
455.106(a)(1)(2) at http://www.access.gpo.gov/nara/cfr/waisidx_01/42cfr455_01.html.  

A separate VI(b) form is required for each agent or managing employee, therefore, please make the necessary copies as a list of all managing 
employees and/or agent names will not be accepted. Incomplete applications will be rejected.  

When reporting a name, use the individual’s FULL LEGAL NAME, i.e. John R. Smith, not J.R. Smith or Johnny Smith; or Jenny Rae Jones-Smith, 
not J.R. Jones-Smith or Jenny Jones-Smith. 

Managing employee is defined as a general manger, business manager, administrator, director, or other individual who exercises operational or 
manager control over, or who directly or indirectly conducts the day-to-day operations of an institution, organization or agency.  

Agent is defined as any person who has been delegated the authority to obligate or act on behalf of a provider. 

Members of management, or agents, may hold job titles similar to the ones shown below: 
• Administrator
• Board of directors
• Board of trustees
• Chairman or chairperson
• Chief Business Officer (CBO)
• Chief Executive Officer (CEO)

• Chief Financial Officer (CFO)
• Chief Operating Officer (COO)
• Director
• Managing employee/agent
• Officer
• Trustee
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Members of management, or agents, are non-owners who are part of a chain of command within a company and may perform tasks similar to the ones shown below: 
• Analyze performance
• Develop directional policy 
• Direct and control management activities
• Manage risk
• Oversee operations
• Participate in the election and/or removal of officers and employees
• Supervise

These lists are not all-inclusive, and other titles that imply or assume similar powers or responsibilities may apply. 

SECTION VI(a) – INFORMATION ON ALL MANAGING EMPLOYEES/AGENTS

In the first table, enter the names of each agent, member or officer who is a part of management for the disclosing Entity/Business. In the second table, enter the names of 
each managing employee for the disclosing Entity/Business. Select the appropriate box to indicate if the individual is also an owner. If so, list their percentage of ownership. 
Add additional pages if needed.  

NOTE: Section VI(b) must be completed for each individual listed unless individual has already been reported in Section V. 

SECTION VI(b) – INFORMATION ON EACH INDIVIDUAL OR AGENT WHO IS PART OF MANAGEMENT

Make a photocopy of Section VI(b) for each managing employee/agent you report. 

A. AGENT– or – MANAGING EMPLOYEE – Check a box to specify whether the person is a Managing employee or an Agent.  Enter the managing employee/agent’s
First Name, Middle Name, Maiden Name, Last Name, and Hyphenated Last Name (if applicable), Title/ Job Position, Social Security Number, Date of Birth, current 
mailing address, current physical address, telephone number and email address in the spaces provided. 

B. Has the agent or managing employee named above ever used or been known by any other name including married, maiden, hyphenated, or alias? –
Check the appropriate box.  If yes, enter the name(s) in the spaces provided. Attach additional pages if needed.

C. Is this agent or managing employee a U.S. citizen? Check the appropriate box.  If no, provide Alien Verification number.
D. Is this agent or managing employee related to any other individual owners, agents, managing employees, or subcontractor business owners associated 

with this Entity/Business? Check the appropriate box.  If yes, list all individuals and how they are related in the spaces provided. Attach additional pages if
needed.

E. Has the agent or managing employee named above (ever) – Read the questions carefully and check the appropriate yes or no boxes. Every item needs to have
either a yes or no check. Do not leave any blanks. If yes to any question, 1) provide a written statement providing the details on all occurrences and 2) attach all 
official legal documents regarding the occurrence, including any reinstatements. 

F. Does this agent or managing employee have ownership or controlling interest in any other Entity/Business participating in a Federal/State Funded 
healthcare program?  Check the appropriate box.  If yes, identify the applicable plan(s) [Louisiana Medicaid, Medicare Part A, Medicare Part B, Medicare Part C,
Medicare Part D (for pharmacies only), CHAMPUS, and/or Other Government Funded Program]. In each instance, provide the Doing Business As (DBA) Name, the 
Tax ID number, the Plan Numbers for Enrollments, and the location (state) of Enrollments.  Attach additional sheets as needed.

 SECTION VII – AUTHORIZED REPRESENTATIVES

List the individuals who are authorized to sign into legal, binding documents on behalf of this provider, such as direct deposit forms and/or changes to the disclosure of 
ownership forms.  Every person listed here must be either an owner or a managing employee as disclosed in the Disclosure of Ownership forms.  Check one box for each 
person to indicate whether the individual is an owner, a managing employee, or other (specify the title in the space provided). 

Printed Name of Authorized Representative – print the name of the authorized representative who can enter into a binding agreement with Louisiana Medicaid. 
Title/Position of Authorized Representative – indicate the Authorized Representative’s relationship to the entity or business (e.g., owner, administrator, agent, 
managing employee, billing manager, etc.). 
Signature of Authorized Representative – the authorized representative must sign the form.  Signatures must be original and in blue ink (stamped signatures and 
initials are not accepted). Only an authorized representative may sign this form. This authorized representative must be someone designated to enter into a legal and 
binding contract with Louisiana Medicaid. This person must be someone currently listed on the Disclosure of Ownership as either an owner or manager. Any other 
signature will be grounds for rejecting this form. 
Date of Signature – enter the date this agreement was signed. 

Carefully review all sections of the Disclosure of Ownership.   Requires original signature of the authorized representative (no stamps or initials) and the date. 
Please sign in colored ink (not black). 
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Revised 03/2018 

Entity/Business Medicaid Ownership Disclosure Instructions Page 5

Reference Material for Louisiana Medicaid Ownership Disclosure Information 
For an Entity/Business 

Louisiana Medicaid follows the regulations as outlined in The Code of Federal Regulations (CFR). 

The information being requested on this Louisiana Medicaid Disclosure of Ownership form can be found in Title 42 
(Public Health), Part 455 (Program Integrity: Medicaid), Subpart B (Disclosure of Information by Providers) in the CFR at 
the following web address: http://url.ie/ywri 

MAPIL Louisiana R.S., Title 46:437.1-14.   http://url.ie/yw45 

Louisiana Register, Vol. 29, No. 4, April 20, 2003:  http://url.ie/yw46 

Louisiana Update January/February 2009: http://url.ie/yw47 

Notice Regarding Disclosure of Social Security Numbers 

Louisiana Medicaid policy, including Louisianaôs Medical Assistance Programs Integrity Law (MAPIL Louisiana R.S., Title 
46, Chapter 3, Part V1-A) and Administrative Rules, (Louisiana Register, Vol. 29, No. 4, April 20, 2003), as well as 
Louisiana Provider Update January/February 2009 (available at www.lamedicaid.com) requires potential Medicaid 
providers, including Officers, Trustees, Partners and Boards of Directors, furnish social security numbers.  (Links are 
available below.)  A Social Security number is also required for any person listed on the Disclosure of Ownership Form.   

Please refer to the following web sites, if clarification is needed: 

42 USC 1320 a ï 3: http://tinyurl.com/ne58pwb 

Social Security Act 1128 a:  http://tinyurl.com/3lnj2z9 

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
5 of 69

Exempt from Business Proposal 
and Total Page Limits

1012(E)



Provider Name: _______________________________

LOUISIANA MEDICAID OWNERSHIP DISCLOSURE INFORMATION – ENTITY/BUSINESS
Must be completed in its entirety. Refer to Instructions found at www.lamedicaid.com 

Louisiana Medicaid Provider Number 
(Leave blank if applying for new number)

Taxpayer ID Number

National Provider Identifier (NPI)

This enrollment packet is for a 

New Enrollment Update to Current Enrollment

Re-Validation     Re-Enrollment

Change of Ownership (CHOW) __________________     _____________________
Date of CHOW    Current Medicaid Provider Number

Provider Type: Primary Telephone Number of Disclosing Entity/Business

Doing Business As (DBA) Name Legal Name of Disclosing Entity/Business

Primary Disclosing Entity/Business Street Address City State Zip

Primary Disclosing Entity/Business Mailing Address/PO Box City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

Email Address of Entity/Business contact person

A. Yes No   Is there a Corporate Office location separate from the primary location of the disclosing
Entity/Business?  

If yes, complete the section below.

DBA Name of Corporate Office

Corporate Office Street Address City State Zip

Corporate Office Mailing Address/PO Box City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

SECTION I – DISCLOSING ENTITY/BUSINESS PROVIDER INFORMATION

Disclosing Entity/Business Telephone number to request medical records Disclosing Entity/Business Primary Fax Number

Entity/Business Website (if applicable) 

Humana Healthy Horizons in Louisiana

Humana Healthy Horizons in Louisiana Humana Health Benefit Plan of Louisiana, Inc.
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CONFIDENTIAL

7 2 1 
12 I 

7 9 2 3 5 

1 4 2 
17 I 

5 1 1 5 8 3 

1~ □ 1 □ □ 

Type 2 I (502) 580-1000 

I 
One Galleria Blvd, Suite 1200 Metairie LA 70001 

One Galleria Blvd, Suite 1200 Metairie LA 70001 

N/A N/A N/A N/A 

(502) 580-1000 I (888) 556-2128 

tthompson42@humana.com Humana.com 

Iii □ 

Humana Inc. 

500 W. Main Street Louisville KY 40202 

500 W. Main Street 
KY 40202 

Louisville 

N/A N/A 
N/A N/A 

Entity/Business Medicaid Ownership Disclosure Form Page 1 



B. Yes No     Does the disclosing Entity/Business have any business locations in addition to the 
primary location listed above (i.e. satellite, branch or regional locations) related to 
Louisiana healthcare services? Lists are not acceptable.

If yes, provide the number of locations in the box to the left and complete the section(s) below for 
each additional location:

DBA Name of Additional Location Medicaid Provider #, if applicable

Additional Location Street Address City State Zip

Additional Location Mailing Address/PO Box City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

Additional Location Phone Number

(                    )                     -
Additional Location Fax Number

(                    )                     -

Additional Location Email address

DBA Name of Additional Location Medicaid Provider #

Additional Location Street Address City State Zip

Additional Location Mailing Address/PO Box City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

Additional Location Phone Number

(                    )                     - 

Additional Location Fax Number

(                    )                     - 

Additional Location Email address

DBA Name of Additional Location Medicaid Provider #

Additional Location Street Address City State Zip

Additional Location Mailing Address/PO Box City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

Additional Location Phone Number

(                    )                     - 

Additional Location Fax Number

(                    )                     - 

Additional Location Email address

Provider Name: _______________________________Humana Healthy Horizons in Louisiana
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*Make a photocopy of this page if more space is needed to list additional locations* 

□ Iii 

D 
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C. Identify how this disclosing Entity/Business is registered with the Internal Revenue Service
Select only one (1) – multiple selections may result in a rejection for clarification

Privately Owned or Non-profit Providers Only

Sole Proprietorship

Partnership/Limited Liability Partnership:  How many members are identified with this partnership? __________

Corporation:   Revenue greater than or equal to $5M annually _______     Revenue less than $5M annually ________

In the (current) Articles of Incorporation:    How many stakeholders/individual owners are identified? _______

How many Board of Director members are identified?  ________ 

How many officers are identified? ____

Limited Liability Corporation (LLC)
In the (current) Articles of Organization: How many members are identified? ________ 

How many managing employees are identified? _______

Non-profit: How many members are appointed to the governing board? ________   (Must attach IRS verification showing the non-profit status)

Comments: __________________________________________________________________________________________________________

Louisiana Government Providers Only 

CITY and/or PARISH

DCFS

LDH

OBH OPH

OAAS OCDD
Villa Other ___________________

LEA (Local Education Agency)

LSU
Hospital -_________________

Other State-owned entity: __________________________________________

D. Yes No Is this disclosing Entity/Business publicly traded?  See instructions. 

E. Yes No Has this disclosing Entity/Business used or previously been known by any name other than
the Legal name or the Doing Business As (DBA) name documented in this application?

If yes, list all names and Tax IDs below. Attach additional pages if needed.

Name Tax ID

Name Tax ID

Name Tax ID

Name Tax ID

Name Tax ID

Provider Name: _______________________________Humana Healthy Horizons in Louisiana

19
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□ 
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□ 
□ □ 
□ □ 
□ □ 

□ 

□ 

□ 

□ Iii 

Iii □ 

Ochsner/Sisters of Charity Health Plan, Inc. 

Ochsner Health Plan, Inc. 
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Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

A. Has this Entity/Business (since its existence) – AND –

Any Entity/Business affiliated with the same Tax ID number – AND – 

Any past or current owners, agents, managing employees or persons with a controlling interest have had or 
currently have any involvement or participation with (since the inception of those programs) as follows:

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

SECTION II – DISCLOSING ENTITY/BUSINESS CRIMINAL CONVICTION DISCLOSURE 
AND ADDITIONAL INFORMATION

Provider Name: _______________________________Humana Healthy Horizons in Louisiana

1Humana Health Benefit Plan of Louisiana and its affiliates are parties to a variety of legal actions in the ordinary course 
of business.  Humana Health Benefit Plan of Louisiana cannot predict the outcome of these lawsuits with certainty, but 
other than as publicly disclosed by Humana Inc. (included in any filings with the Securities and Exchange Commission 
under EDGAR), there is no recent or pending litigation against Humana Health Benefit Plan of Louisiana, its parent 
company or any of its affiliates that could reasonably be expected to impair Humana Health Benefit Plan of Louisiana’s 
performance under this contract for managed Medicaid in Louisiana.  

The opinion expressed herein is not a waiver of attorney-client privilege and may not be relied upon in any manner or 
used for any purpose by any other person, and may not be quoted in whole or in part, without prior written consent 
from Humana’s legal department.  

Please refer to Attachment 2.5.6.3-1 HHBPLA Open or Pending Healthcare Court Cases or a list of open or pending 
healthcare court cases and Attachment 2.5.6.3-2 HHBPLA Pending Healthcare Case Documentation for supporting legal 
documents for each occurrence.  Additionally please refer to Humana Health Benefit Plan of Louisiana, Inc.'s 10K 
filings: Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statement, Attachment 2.5.5.1-2 HHBPLA 2019 
Financial Statement, and Attachment 2.5.5.2-3 HHBPLA  2018 Financial Statement.
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□ Iii 

□ Iii 

□ Iii 

□ Iii 

□ Iii 

Iii 1□ 

□ Iii 

□ Iii 
IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 
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A. Yes No Is the disclosing Entity/Business and the disclosing Entity/Business Tax ID listed in
Section I currently enrolled in a Federal/State Funded healthcare program? 
If yes, provide the details in the fields below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION III – ENROLLMENT IN HEALTHCARE PROGRAMS

SECTION IV - PREPARER INFORMATION – INDIVIDUAL COMPLETING THE DISCLOSURE OF OWNERSHIP

Provider Name: _______________________________Humana Healthy Horizons in Louisiana
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CONFIDENTIAL

*Make a photocopy of this page if more space is needed to respond to item A below* 

Iii □ 

HMO Humana Health Benefit Plan of Louisiana, Inc. 72-1279235 LA Contract# H1951 
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Provider Name: _Humana Healthy Horizons in Louisiana_________________
NEW FORMAT! PLEASE REFER TO THE INSTRUCTIONS FOR DETAILED EXPLANTIONS!

A. Individuals & Entities/Businesses with Direct Ownership
List all individual owners or entities/businesses that have any direct stake/shareholding/ownership/or controlling interest of 5% or
greater in the disclosing Entity/Business.

Individual Entity/Business

Individuals or Entities/Businesses with ownership % of ownership

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

*The amount of indirect ownership interest is determined by multiplying the percentages of ownership in each entity. For example, if individual A owns 10% percent of the
stock in a corporation which owns 80% of the stock in the disclosing entity, A’s interest equates to an 8% indirect ownership interest in the disclosing entity and must be
reported. Conversely, if individual B owns 80% of the stock of a corporation which owns 5% of the stock of the disclosing entity, B’s interest equates to a 4% indirect 
ownership interest in the disclosing entity and need not be reported.

B. Individuals and Entities/Businesses with an Indirect Ownership Stake of 5% or more in the disclosing
Entity/Business

List all Entity/Business/Organizations identified in item A that have direct ownership in the disclosing Entity/Business. Identify the 
owners of that Entity/Business and their % of ownership below.* The disclosing Entity/Business cannot be listed as an owner.

Individual Entity/Business
Entity/Business/Organization 

with a direct ownership 
interest listed in item A

Owners of the Entity/Business identified 
on the left.

% of ownership in 
Entity/Business 

identified on the left

% of ownership in 
the disclosing 

Entity/Business
1. a.

b.

c.

d.

2. a.

b.

c.

d.

3. a.

b.

c.

d.

4. a.

b.

c.

d.

5. a.

b.

c.

d.

SECTION V(a) – INFORMATION ON ALL OWNERS
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*Make a photocopy of this page if more space is needed to list owners in items A and B* 

Fill out Section V(b) for each . Fill out both item B and Section V(c) for each listed below. 

Humana Insurance Company 100% 

Fill out Section V(b) for each and Section V(c) for each listed below. 

CareNetwork, Inc. Humana Inc. 100% 0% 
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A. INDIVIDUAL OWNER INFORMATION
First Name Middle Name Maiden Name Last Name 

- 
Hyphenated Last Name (if applicable)

Title/Job Position within the disclosing Entity/Business % ownership Social Security Number (required)

- - 

Date of Birth

 /  /

Healthcare NPI (if applicable)

Street Address City State Zip Code

Mailing Address/PO Box City State Zip Code

Telephone Number
- -

Email address

B. Yes No Has the owner named above ever used or been known by any other name including married, 
maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this owner a U.S. citizen? If no, provide Alien Verification __________________________

D. Yes No Does this owner reside outside the State of Louisiana? 

Yes No If yes, has this owner been issued any Medicaid or Medicare provider numbers by the domicile state? 
If yes, please provide the Domicile State name and Provider Numbers.

Domicile State: Medicaid Provider Number: Medicare Provider Number:

Domicile State: Medicaid Provider Number: Medicare Provider Number:

E. Yes No   Is this owner related to any other individual owners, agents, managing employees, or 
subcontractor business owners associated with the disclosing Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if
applicable)

Owner Agent Managing Employee Subcontractor Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if
applicable)

Owner Agent Managing Employee Subcontractor Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if
applicable)

Owner Agent Managing Employee Subcontractor Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if
applicable)

Owner Agent Managing Employee Subcontractor Relationship: Job Title:

SECTION V(b) – INFORMATION ON INDIVIDUAL OWNER

Provider Name: _________________Humana Healthy Horizons in Louisiana______________
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□ □ 
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□ □ □ □ 

□ □ □ □ 

□ □ □ □ 
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Name of Individual Owner: __________________________________________________________________

F. Yes No Does the individual owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

G. Yes No Does the individual owner have direct or indirect ownership or controlling interest of 5% or 
greater in any other Entity/Business that participates in a Federal/State Funded healthcare 
program?  
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(b) – INFORMATION ON INDIVIDUAL OWNER (continued)

Provider Name: _________________Humana Healthy Horizons in Louisiana______________
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N/A 
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I 
I I I 

I I 

I I I 

I I I 

□ □ 

Entity/Business Medicaid Ownership Disclosure Form PageB 



Name of Individual Owner: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

H. Has the individual owner named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare? 

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

SECTION V(b) – INFORMATION ON INDIVIDUAL OWNER (continued)

Provider Name: _________________Humana Healthy Horizons in Louisiana______________
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IF 'YES' IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. SUBMIT A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 
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A. ENTITY/BUSINESS OWNER INFORMATION
DBA Name Legal Name of Entity/Business Tax ID Number (required)

Entity/Business Street Address – Primary Location City State Zip

Entity/Business Mailing Address/PO Box City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

Telephone Number 
- 

Fax Number
(  ) 

Email address of Entity/Business contact person Entity/Business Website (if applicable)

B. Yes No     Are there any business locations in addition to the location listed above? 

If yes, provide the number of locations in the box to the left and complete the section(s) below for 
each additional location:

DBA Name of Additional Location Tax ID Number

Additional Location Mailing Address/PO Box City State Zip

Additional Location Street Address City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

Additional Location Phone Number

(                    )                     - 

Additional Location Fax Number

(                    )                     - 

Additional Location Email address

DBA Name of Additional Location Tax ID Number

Additional Location Mailing Address/PO Box City State Zip

Additional Location Street Address City State Zip

Additional Post Office Boxes Not Identified Above City State Zip

Additional Location Phone Number

(                    )                     - 

Additional Location Fax Number

(                    )                     - 

Additional Location Email address

C. Yes No Has the Entity/Business owner used or previously been known by any name other than the 
legal name or the Doing Business As (DBA) name? 

If yes, list all names and Tax IDs below. Attach additional pages if needed.

Name Tax ID

Name Tax ID

Name Tax ID

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS

Provider Name: _________________Humana Healthy Horizons in Louisiana______________
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*Make photocopies of the next 2 pages to complete Section V(c) for each Entity/Business owner named in Section V(a) 
AND/OR make a photocopy of this page if more space is needed to respond to item E* 

Humana Insurance Company 

N/A I Humana Insurance Company I 39-1263473 

1100 Employers Boulevard DePere WI 54115 

1100 Employers Boulevard DePere WI 54115 

N/A N/A 

(502) 580-1000 I (888) 556-2128 

tthompson42@humana.com I Humana.com 

□ Iii 

D 
I 

I 

Iii □ 

Employers Health Insurance Company 39-1263473 

Fireman's Fund Employers Insurance Company 39-1263473 

Wisconsin Employers Insurance Company 39-1263473 
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Provider Name: _Humana    Healthy     Horizons    in     Louisiana__ _ 

*Make photocopies of the next 2 pages to complete Section V(c) for each Entity/Business owner named in Section V(a)
AND/OR make a photocopy of this page if more space is needed to respond to item E* 

SECTION V(c)- INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 

A. ENTITY/BUSINESS OWNER INFORMATION

DBA Name I Legal Name of Entity/Business I Tax ID Number (required) 

Entity/Business Street Address - Primary Location 

Entity/Business Mailing Address/PO Box 

Additional Post Office Boxes Not Identified Above 

Telephone Number 
( ) - I 

Fax Number 
( ) 

Email address of Entity/Business contact person 

City 

City 

City 

-

I 
Entity/Business Website (if applicable) 

B. □ Yes D No Are there any business locations in addition to the location listed above?

State 

State 

State 

Zip 

Zip 

Zip 

If yes, provide the number of locations in the box to the left and complete the section(s) below for 
each additional location: 

DBA Name of Additional Location 

Additional Location Mailing Address/PO Box 

Additional Location Street Address 

Additional Post Office Boxes Not Identified Above 

Additional Location Phone Number 
( ) -

Additional Location Email address 

DBA Name of Additional Location 

Additional Location Mailing Address/PO Box 

Additional Location Street Address 

Additional Post Office Boxes Not Identified Above 

Additional Location Phone Number 
( ) -

Additional Location Email address 

I 
Tax ID Number 

City 

City 

City 

I 
Additional Location Fax Number
( ) -

Tax ID Number 

City 

City 

City 

Additional Location Fax Number 
( ) -

State Zip 

State Zip 

State Zip 

State Zip 

State Zip 

State Zip 

C. [xi Yes D No Has the Entity/Business owner used or previously been known by any name other than the
legal name or the Doing Business As (DBA) name? 

If yes, list all names and Tax IDs below. Attach additional pages if needed. 

Name Classified Life Insurance Corp. Tax ID 39-1263473

Name Tax ID 

Name Tax ID 

Entity/Business Medicaid Ownership Disclosure Form Page 10 
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Name of Entity/Business Owner: _________________________________________________________________

D. Yes No Does the Entity/Business owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

E. Yes No Is this Entity/Business and Tax ID currently listed in Section I currently enrolled in a 
Federal/State Funded healthcare program? 
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

Availity Jackie Hardison

5555 Gate Parkway #110 Jacksonville FL 32256

904    470       4900 N/A

BPA International, Inc. dba BPA Quality Darci Marquardt

900 Stewart Avenue #110 Garden City NY 11530

516 295 3620 N/A

C3/CustomerContactChannels, Inc Lynne Schwartz

1200 South Pine Island Road, Suite 240 Plantation FL 33324

954 577 7723 N/A

Carenet HealthCare Service David Ledvina

11845 Interstate 10W San Antonio TX 78230

800-809-7000 N/A

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 
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17 of 69

Exempt from Business Proposal 
and Total Page Limits

1024(E)

*Make a photocopy of this page if more space is needed to respond to item E below* 

Humana Insurance Company 

Iii □ 

I 
I I I 

I I 

I I I 

I I I 

Iii □ 

HMO Humana Health Benefit Plan of Louisiana, Inc. 72-1279235 LA Contract# H1951 
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Provider Name: __Humana Healthy Horizons in Louisiana_____________________________________

Name of Entity/Business Owner: _Humana Insurance Company_________________________________________________________________

D. Yes No Does the Entity/Business owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number Email address

E. Yes No Is this Entity/Business and Tax ID currently listed in Section I currently enrolled in a 
Federal/State Funded healthcare program? 
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

x

Cognizant Technology Solutions US Corporation

300 Executive Park Louisville

502- 891-8895

KY 40207

N/A

Conduent Inc. DBA Xerox Comm. Solutions, LLC Stephanie Hargis

2900 100ST, STE 309 Urbandale IA 50322

(515) 288-5717 N/A

Dentaquest Christy Medina

465 Medford Street Boston MA 02129

786-459-0973 N/A

FOCUS Health Liz Stearman

10801 Starkey Road #104-101 Seminole FL 33777

866- -344-7791 N/A

Keith Bickett
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Provider Name: _______________________________________

Name of Entity/Business Owner: __________________________________________________________________

D. Yes No Does the Entity/Business owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

E. Yes No Is this Entity/Business and Tax ID currently listed in Section I currently enrolled in a 
Federal/State Funded healthcare program? 
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

Humana Healthy Horizons in Louisiana

Humana Insurance Company

x

Go365, LLC Jennifer Eisenberg

500 West Main Street Louisville KY 40202

877-320-1235 N/A

Harris Rothenberg, International

500 West Main Street Louisville KY 40202

212-753-2059 N/A

Hinduja Global Solutions Inc Jackie Thomas

4355 Weaver Parkway, Suite 310 Warrenville IL 60555

(309) 229-2837 N/A

Humana Pharmacy Solutions, Inc. Mark Malone

Louisville515 West Market Street KY 40202

502 580 1000 N/A
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Provider Name: _______________________________________

Name of Entity/Business Owner: __________________________________________________________________

D. Yes No Does the Entity/Business owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

E. Yes No Is this Entity/Business and Tax ID currently listed in Section I currently enrolled in a 
Federal/State Funded healthcare program? 
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

Humana Healthy Horizons in Louisiana

Humana Insurance Company

x

Inovalon Materials Darrin Conn

4321 Collington Road Bowie MD 20716

301-809-4000 N/A

InstaMed Communications Stacy Brooks

1880 John F. Kennedy BLVD #12 Philadelphia PA 19103

215-789-3680 N/A

MD Live Lori Dunne/David Rosa

13630 NW 8th Street, Suite 205 Sunrise FL 33325

417-825-6186 stuttle@mdlive.com

Medhok, Inc. Jodi Drozd

5550 West Idlewild Avenue Suite 150

888-963-3465

Tampa FL 33634

infor@mhk.com

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
20 of 69

Exempt from Business Proposal 
and Total Page Limits 1027(E)

*Make a photocopy of this page if more space is needed to respond to item E below* 

□ □ 

I 
I I I 

I I 

I I I 

I I I 

□ □ 

Entity/Business Medicaid Ownership Disclosure Form Page 11 



Provider Name: _______________________________________

Name of Entity/Business Owner: __________________________________________________________________

D. Yes No Does the Entity/Business owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

E. Yes No Is this Entity/Business and Tax ID currently listed in Section I currently enrolled in a 
Federal/State Funded healthcare program? 
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

Humana Healthy Horizons in Louisiana

Humana Insurance Company

x

Mid Island Group Tracy Thornton

77 Schmitt Blvd. Farmingdale NY 11735

631-293-0189

New Century Health Brittany LeMaire

675 Placentia Ave. Brea CA 92821

888-999-7713 networkOperations@NewCenturyHealth.com

New Leaf Business Solutions Nancy Toomey

304 Bromwick Court Louisville KY 40243

502-298-2848 albert@newleafbiz.com

Outcomes Incorporated Mark Malone

505 Market Street, Suite 200 West Des Moines 50266IA

515-237-0001 info@outcomesMTM.com

N/A
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Provider Name: _______________________________________

Name of Entity/Business Owner: __________________________________________________________________

D. Yes No Does the Entity/Business owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

E. Yes No Is this Entity/Business and Tax ID currently listed in Section I currently enrolled in a 
Federal/State Funded healthcare program? 
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

Humana Insurance Company

Humana Healthy Horizons in Louisiana

x

Relias Nikki Thomas

1010 Sync Street Morrisville 27560NC

877-200-0020

Revel Health dba Icario Ben Thompson

123 North 3rd Street, #605 Minneapolis MN 55401

612-235-2111 N/A

Superior Vision David Dunteman

881 Elkridge Landing Road, Suite 300 Baltimore MD 21090

443-422-4744 N/A

SS&T Pharmacy Solutions (formerly Argus) Mark Malone

1300 Washington Street Kansas City MO 64105

816-435-5400 N/A
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Provider Name: _______________________________________

Name of Entity/Business Owner: __________________________________________________________________

D. Yes No Does the Entity/Business owner have a business transaction with any subcontractor(s) for 
services amounting to $25,000 or more?
If yes, complete the section below for each subcontractor.

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
-

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

Subcontractor Business Name Subcontractor Business Owner Name

Subcontractor Address City State Zip Code

Telephone Number
- -

Email address

E. Yes No Is this Entity/Business and Tax ID currently listed in Section I currently enrolled in a 
Federal/State Funded healthcare program? 
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

Humana Insurance Company

Humana Healthy Horizons in Louisiana

x

Sutherland Healthcare Solutions Brett Wilder

3111 N University Dr, Coral Springs Coral Springs 33065FL

954-227-3258 brett.wilder@sutherlandglobal.com

Transperfect Lindsey Smith

3 Park Avenue 39th Floor New York 10016NY

212-689-5555 N/A
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Name of Entity/Business Owner: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below.
Every item needs to have either a yes or no check.

Do not leave any blanks.

F. Has this Entity/Business (since its existence) – AND –

Any Entity/Business affiliated with the same Tax ID number – AND – 

Any past or current owners, agents, managing employees or persons with a controlling interest have had or 
currently have any involvement or participation with (since the inception of those programs), as follows:

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

SECTION V(c) – INFORMATION ON THE ENTITY/BUSINESS OWNER OF DISCLOSING ENTITY/BUSINESS 
(continued)

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

Humana Insurance Company and its affiliates are parties to a variety of legal actions in the ordinary course of business.e 
Humana Insurance Company cannot predict the outcome of these lawsuits with certainty, but other than as publicly 
disclosed by Humana Inc. (included in any filings with the Securities and Exchange Commission under EDGAR), there is 
no recent or pending litigation against Humana Insurance Company its parent company or any of its affiliates that could 
reasonably be expected to impair Humana Health Benefit Plan of Louisiana’s performance under this contract for 
managed Medicaid in Louisiana.  
The opinion expressed herein is not a waiver of attorney-client privilege and may not be relied upon in any manner or 
used for any purpose by any other person, and may not be quoted in whole or in part, without prior written consent from 
Humana’s legal department.Hu
Please refer to Attachment 2.5.6.3-3 HIC Open or Pending Healthcare Court Cases for Humana Insurance Company's 
open or pending healthcare court cases and Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation for the 
supporting documentation for each occurence.
Additionally, please refer to Humana Insurance Company's 10K filings: Attachment 2.5.5.1-4 HIC 2020 Financial 
Statement, Attachment 2.5.5.1-5 HIC 2019 Financial Statement, and Attachment 2.5.5.2-6 HIC  2018 Financial 
Statement.
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2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

1 
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List all AGENTS and INDIVIDUALS who are part of management.

Agent(s)/Member(s)/Officer(s)
Is this agent also 

an owner?
%

ownership
1. Yes No

2. Yes No

3. Yes No

4. Yes No

5. Yes No

Fill out Section VI(b) for each individual listed above unless the individual has already been 
reported in Section V.

Managing employee(s)
Is this managing 
employee also an 

owner?

%
ownership

1. Yes No

2. Yes No

3. Yes No

4. Yes No

5. Yes No

6. Yes No

7. Yes No

8. Yes No

9. Yes No

10. Yes No

11. Yes No

12. Yes No

13. Yes No

14. Yes No

15. Yes No

Fill out Section VI(b) for each individual listed above unless the individual has already been 
reported in Section V.

SECTION VI(a) – INFORMATION ON ALL MANAGING EMPLOYEES/AGENTS

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

Susan Draney Schick
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Bruce Dale Broussard □ Iii 0 

Susan Marie Diamond □ Iii 0 

□ Iii 0 

Timothy Alan Wheatley □ Iii 0 

John Edward Barger, Ill □ Iii 0 
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*Make a photocopy of this page if more space is needed to list individuals.*

SECTION Vl(a)- INFORMATION ON ALL MANAGING EMPLOYEES/AGENTS 

List all AGENTS and INDIVIDUALS who are part of management. 

Agent(s)/Member(s)/Officer(s) 
Is this agent also % 

an owner? ownership 

1. D Yes Iii No 0 

2. 

Douglas Allen Edwards 

D Yes Iii No 0 

3. D Yes Iii No 0 Steven Edward McCullev 
4. 

Sean Joseph O'Reilly D Yes Iii No 0 

5. Vanessa Marie Olson D Yes Iii No 0 

Fill out Section Vl(b) for each individual listed above unless the individual has already been 
reported in Section V. 

Is this managing 
% 

Managing employee(s) employee also an 
ownership 

owner? 

1. D Yes D No 

2. D Yes D No 

3. D Yes D No 

4. D Yes D No 

5. D Yes D No 

6. D Yes D No 

7. D Yes D No 

8. D Yes D No 

9. D Yes D No 

10. D Yes D No 

11. D Yes D No 

12. D Yes D No 

13. D Yes D No 

14. D Yes D No 

15. D Yes D No 

Fill out Section Vl(b) for each individual listed above unless the individual has already been 
reported in Section V. 

Entity/Business Medicaid Ownership Disclosure Form Page 13 

George Renaudin, II

Provider Name: _________________Humana Healthy Horizons in Louisiana______________
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*Make a photocopy of this page if more space is needed to list individuals.*

SECTION Vl(a)- INFORMATION ON ALL MANAGING EMPLOYEES/AGENTS 

List all AGENTS and INDIVIDUALS who are part of management. 

Agent(s)/Member(s)/Officer(s) 
Is this agent also % 

an owner? ownership 

1. Donald Hank Robinson D Yes Iii No 0 

2. D Yes Iii No 0 

3. 

Ellen Rae Sexton

D Yes Iii No 0 

D Yes Iii No 0 4. Alan James Bailey

5. William Mark Preston D Yes Iii No 0 

Fill out Section Vl(b) for each individual listed above unless the individual has already been 
reported in Section V. 

Is this managing 
% 

Managing employee(s) employee also an 
ownership 

owner? 

1. D Yes D No

2. D Yes D No

3. D Yes D No

4. D Yes D No

5. D Yes D No

6. D Yes D No

7. D Yes D No

8. D Yes D No

9. D Yes D No

10. D Yes D No

11. D Yes D No

12. D Yes D No

13. D Yes D No

14. D Yes D No

15. D Yes D No

Fill out Section Vl(b) for each individual listed above unless the individual has already been 
reported in Section V. 

Entity/Business Medicaid Ownership Disclosure Form Page 13 

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

Cynthia Hillebrand Zipperle
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SECTION Vl(a)- INFORMATION ON ALL MANAGING EMPLOYEES/AGENTS 

List all AGENTS and INDIVIDUALS who are part of management. 

Agent(s)/Member(s)/Officer(s) 
Is this agent also % 

an owner? ownership 

1. D Yes Iii No 0 

2. D Yes Iii No 0 

3. D Yes Iii No 0 

4. D Yes Iii No 0 

Joseoh Matthew Ruschel! 

Ralph Martin Wilson 

Andrew Joseoh Besendorf Ill 

5. 

Courtney Danielle Durall 

D Yes Iii No 0 

Fill out Section Vl(b) for each individual listed above unless the individual has already been 
reported in Section V. 

Is this managing 
% 

Managing employee(s) employee also an 
ownership 

owner? 

1. D Yes D No 

2. D Yes D No 

3. D Yes D No 

4. D Yes D No 

5. D Yes D No 

6. D Yes D No 

7. D Yes D No 

8. D Yes D No 

9. D Yes D No 

10. D Yes D No 

11. D Yes D No 

12. D Yes D No 

13. D Yes D No 

14. D Yes D No 

15. D Yes D No 

Fill out Section Vl(b) for each individual listed above unless the individual has already been 
reported in Section V. 

Entity/Business Medicaid Ownership Disclosure Form Page 13 

Provider Name: _________________Humana Healthy Horizons in Louisiana______________
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A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
29 of 69

Exempt from Business Proposal 
and Total Page Limits 1036(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Bruce loale I I Broussard I I 
President and Chief Executive Officer la 

500 West Main Street Louisville KY 40202 

Same 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
30 of 69

Exempt from Business Proposal 
and Total Page Limits 1037(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Bruce Broussard 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
31 of 69

Exempt from Business Proposal 
and Total Page Limits 1038(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Susan I Marie I I Diamond I I 
Chief Financial Officer la 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
32 of 69

Exempt from Business Proposal 
and Total Page Limits 1039(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Susan Marie Diamond 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
33 of 69

Exempt from Business Proposal 
and Total Page Limits 1040(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Timothy IAlan I lwheatley I I 
Segment President, Retail la I

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
34 of 69

Exempt from Business Proposal 
and Total Page Limits 1041(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Timothy Alan Wheatley 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

Segment President, Group, Military and Specialty Businesses 0

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
35 of 69

Exempt from Business Proposal 
and Total Page Limits 1042(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Susan I Draney I I Schick I I 

I 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
36 of 69

Exempt from Business Proposal 
and Total Page Limits

1043(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Susan Schick 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
37 of 69

Exempt from Business Proposal 
and Total Page Limits 1044(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
John I Edward I I Barger I I 
Senior Vice President, Medicaid President la I

4030 W Boy Scout Blvd Tampa FL 33607 

4030 W Boy Scout Blvd Tampa FL 33607 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
38 of 69

Exempt from Business Proposal 
and Total Page Limits 1045(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

John Edward Barger 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
39 of 69

Exempt from Business Proposal 
and Total Page Limits 1046(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Douglas IAllen I I Edwards I I 
Senior Vice President, Workplace Experience la 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
40 of 69

Exempt from Business Proposal 
and Total Page Limits 1047(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Douglas Allen Edwards 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
41 of 69

Exempt from Business Proposal 
and Total Page Limits 1048(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
George I I I Renaudin I I 
Senior Vice President, Medicare Markets, Economics and Provider Experience I 0 

302 Seven Springs Way, Suite 200 Brentwood TN 37037 

302 Seven Springs Way, Suite 200 Brentwood TN 37037 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
42 of 69

Exempt from Business Proposal 
and Total Page Limits 1049(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

George Renaudin 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
43 of 69

Exempt from Business Proposal 
and Total Page Limits 1050(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Steven I Edward I I McCulley I I 
Senior Vice President, Medicare la 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
44 of 69

Exempt from Business Proposal 
and Total Page Limits 1051(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Steven Edward McCulley 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
45 of 69

Exempt from Business Proposal 
and Total Page Limits 1052(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Sean I Joseph I lo·Reilly I I 
Senior Vice President, Enterprise Compliance and Chief Compliance Officer I 0 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
46 of 69

Exempt from Business Proposal 
and Total Page Limits 1053(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Sean Joseph O'Reilly 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
47 of 69

Exempt from Business Proposal 
and Total Page Limits 1054(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Vanessa I Marie I lo1son I I 
Senior Vice President, Chief Actuary la I

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
48 of 69

Exempt from Business Proposal 
and Total Page Limits

1055(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Vanessa Marie Olson 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
49 of 69

Exempt from Business Proposal 
and Total Page Limits

1056(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Donald I Hank I I Robinson I I 
Senior Vice President, Tax la I

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
50 of 69

Exempt from Business Proposal 
and Total Page Limits

1057(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Donald Robinson 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
51 of 69

Exempt from Business Proposal 
and Total Page Limits 1058(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Ellen I Rae I I Sexton I I 
Senior Vice President, Specialty la 

1100 Employers Blvd, Greenbay WI 54344 

100 Employers Blvd, Greenbay WI 54344 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
52 of 69

Exempt from Business Proposal 
and Total Page Limits 1059(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Ellen Sexton 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
53 of 69

Exempt from Business Proposal 
and Total Page Limits 1060(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Cynthia IAnn I Hillebrand lzipperle I I 

Senior Vice President, Chief Accounting Officer & Controller I 0 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

Iii □ 

Cynthia Ann Hillebrand 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
54 of 69

Exempt from Business Proposal 
and Total Page Limits 1061(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Cynthia Zipperle 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
55 of 69

Exempt from Business Proposal 
and Total Page Limits

1062(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Alan I James I lsailey I I 
Vice President and Treasurer la 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
56 of 69

Exempt from Business Proposal 
and Total Page Limits 1063(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Alan Bailey 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
57 of 69

Exempt from Business Proposal 
and Total Page Limits

1064(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
William I Mark I I Preston I I 
Vice President, Investments la 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
58 of 69

Exempt from Business Proposal 
and Total Page Limits 1065(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

William Preston 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
59 of 69

Exempt from Business Proposal 
and Total Page Limits 1066(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Joseph I Matthew I I Ruschel! I I 
Associate Vice President, Assistant General Counsel & Corporate Secretary I 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
60 of 69

Exempt from Business Proposal 
and Total Page Limits 1067(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Joseph Ruschel! 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
61 of 69

Exempt from Business Proposal 
and Total Page Limits 1068(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Ralph I Martin I lwilson I I 
Vice President la 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
62 of 69

Exempt from Business Proposal 
and Total Page Limits 1069(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Ralph Wilson 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
63 of 69

Exempt from Business Proposal 
and Total Page Limits 1070(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Andrew I Joseph I I Besendorf I I 
Appointed Actuary la I

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
64 of 69

Exempt from Business Proposal 
and Total Page Limits 1071(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Andrew Besendorf 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



A. AGENT– or – MANAGING EMPLOYEE

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

Title/Job Position within this Entity/Business % ownership

Mailing Address/PO Box City State Zip Code

Physical Address City State Zip Code

B. Yes No Has the agent or managing employee named above ever used or been known by any other 
name including married, maiden, hyphenated, or alias?

If yes, enter name(s) below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

First Name Middle Name Maiden Name Last Name 
- 

Hyphenated Last Name (if applicable)

C. Yes No Is this agent or managing employee a U.S. citizen? If no, provide Alien Verification # _________

D. Yes No   Is this agent or managing employee related to any other individual owners, agents, managing 
employees, or subcontractor business owners associated with this Entity/Business?

If yes, list all individuals and how they are related below. Attach additional pages if needed.

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

First Name Middle Name Maiden Name Last Name - Hyphenated Last Name (if applicable)

Relationship: Job Title:

SECTION VI(b) – INFORMATION ON ALL AGENTS AND INDIVIDUALS WHO ARE PART OF MANAGEMENT

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
65 of 69

Exempt from Business Proposal 
and Total Page Limits 1072(E)

CONFIDENTIAL

*Make photocopies of the next 2 pages to complete Section Vl(b) for each Entity/Business owner named in Section Vl(a) 
AND/OR make a photocopy of this page if more space is needed to respond to items B and/or D* 

Iii □ 
Courtney I Danielle I I Durall I I 
Assistant Corporate Secretary and Legal Advisor la 

500 West Main Street Louisville KY 40202 

500 West Main Street Louisville KY 40202 

□ Iii 

Iii □ 

□ Iii 

I I I I 

I I I I 

I I I I 

I I I I 

Entity/Business Medicaid Ownership Disclosure Form Page 14 



Name of Agent or Managing Employee: __________________________________________________________________

Check the appropriate yes or no box regarding the questions below. 
Every item needs to have either a yes or no check. 

Do not leave any blanks.

E. Has the agent or managing employee named above (ever):

Yes No
Been convicted of a criminal offense in any program under Medicare, Medicaid, any Titled 
services in the Louisiana Medical Assistance Program.

Yes No
Has any disciplinary action been taken against any healthcare license or certification held in any 
State or U.S. Territory, including disciplinary action, nolo contendere, probation, board consent 
order, suspension, revocation, voluntary surrender of a license or certification?

Yes No
Been denied enrollment, suspended or terminated from participation, excluded or voluntarily 
withdrawn to avoid disciplinary action from Medicare, Medicaid or other healthcare program(s) 
in any State or U.S. Territory? 

Yes No
Currently have a negative balance or currently owes money to any State or Federal Funded
program, including Medicaid and Medicare?

Yes No
Been the subject of an investigation under MAPIL (Louisiana’s Medical Assistance Program 
Integrity Law) or by any law enforcement, regulatory, or State agency at any time.

Yes No Currently have any open or pending healthcare court cases?

Yes No Been denied malpractice insurance?

Yes No Has or had a felony conviction(s) of any type?

F. Yes No Does this agent or managing employee have ownership or controlling interest in any other 
Entity/Business participating in a Federal/State Funded healthcare program?
If yes, complete the section below.

Plan Doing Business As (DBA) Name Tax ID
Plan Numbers for Enrollments

State ID#

Provider Name: _________________Humana Healthy Horizons in Louisiana______________

2.5.6.3 Exhibit D Medicaid Ownership and Disclosure Form Humana Healthy Horizons in Louisiana 

2.5.6 Required Forms and Certifications 
66 of 69

Exempt from Business Proposal 
and Total Page Limits 1073(E)

□ 

□ 

□ 

□ 

□ 

□ 
□ 
□ 

Iii 

Iii 

Iii 

Iii 

Iii 

Iii 
Iii 
Iii 

* Make a photocopy of this page if more space is needed to respond to item F below* 

Courtney Durall 

IF YES IS ANSWERED TO ANY QUESTION LISTED ABOVE: 

1. PROVIDE A WRITTEN STATEMENT PROVIDING THE DETAILS ON ALL OCCURRENCES. 

2. ATTACH ALL OFFICIAL LEGAL DOCUMENTS REGARDING THE OCCURRENCE, INCLUDING ANY 
REINSTATEMENTS. 

□ Iii 

Entity/Business Medicaid Ownership Disclosure Form Page 15 



2.5.6.3 Exhibit D M edicaid Ownership and Disclosure Form 

Revised 0312017 

Humana Healthy Horizons In Louisiana 

SECTION VII -AUTHORIZED REPRESENTATIVES 

THE FOLLOWING INDIVIDUALS ARE AUTHORIZED TO SIGN INTO LEGAL, BINDING DOCUMENTS ON BEHALF 
OF THIS PROVIDER, SUCH AS DIRECT DEPOSIT FORMS AND/OR CHANGES TO THE DISCLOSURE OF 

OWNERSHIP FORMS, etc. 

Note: Every person listed below must be disclosed in the Disclosure of Ownership forms. 

List each: person1 authorized to sign and identify their position in your ,practice. - ·-

1. 

Bruce Dale Broussard 
2. 

Susan Marie Diamond 
3. 

Susan Draney Schick 
4. 

Timothy Alan Wheatley 
5. 

John Edward Barger, Ill 
6. 

Douglas Allen Edwards 
7. 

George Renaudin, II 
8. 

Steven Edward McCulley 
9. 

Sean Joseph O'Reilly 
10. 

Vanessa Marie Olson 

Please sign in blue ink (not black) 

John E. Barger, Ill 
Printed Name of Authorized Representati ve 

Senior Vice President. Medicaid President 

Tille/Position 

Entity/Business Medicaid Ownership Disclosure Form 

2.5.6 Required Forms and Certifica tions 
670/69 

I 

Exempt from Business Proposal 
and Total Page Umits 

D Owner D Managing employee 
Iii Other Officer 

D Owner D Managing employee 
Ill Other Officer 

D Owner D Managing employee 
Ill Other Office r 

D Owner D Managing employee 
Iii Other Officer 

0 Owner D Managing employee 
Ill Other Officer 

D Owner D Managing employee 
Iii Other Officer 

D Owner D Managing employee 
Iii Other Officer 

D Owner D Managing employee 
Iii Other Officer 

D Owner D Managing employee 
Iii Other Officer 

D Owner D Managing employee 
Iii Other Officer 

S~ of Authorized Representative < 
(sign in blue ink) 

Oat~~ 

Page 16 
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2.5.6.3 Exhibit D M edicaid Owne~hlp and Disclosure Form 

Revised 0312017 

Humana Healthy Horizons in Louisiana 

SECTION VII - AUTHORIZED REPRESENTATIVES 

THE FOLLOWING INDIVIDUALS ARE AUTHORIZED TO SIGN INTO LEGAL, BINDING DOCUMENTS ON BEHALF 
OF THIS PROVIDER, SUCH AS DIRECT DEPOSIT FORMS AND/OR CHANGES TO THE DISCLOSURE OF 

OWNERSHIP FORMS, etc. 

Note: Every person listed below must be disclosed in the Disclosure of Ownership forms. 

List each person authorized to sian and identify their position in vour practice. 
1. 

Donald Hank Robinson 
2. 

Ellen Rae Sexton 
3. 

Cynthia Hillebrand Zipperle 
4 . 

Alan James Bailey 
5. 
William Mark Preston 

6. 

Joseph Matthew Ruschel! 
7
Ralph Martin Wilson 

8 
Andrew Joseph Besendorf, Ill 

9. 

Courtney Danielle Durall 
10. 

Please sign in blue ink (not black) 

John E. Barger, Ill 
Printed Name of Authorized Representative 

Senior Vice President, Medicaid President 
Title/Posi tion 

Entity/Business Medicaid Ownership Disclosure Form 

2.5.6 Required Forms and Certifications 
680/69 

Exempt from Business Proposal 
and Total Page Limits 

D Owner D Managing employee 
~ Other Officer 

D Owner D Managing employee 
~ Other Officer 

D Owner D Managing employee 

~ Other Officer 

D Owner D Managing employee 
~ Other Officer 

D Owner D Managing employee 
Iii Other Officer 

D Owner D Managing employee 
Iii Other o mcer 

D Owner D Managing employee 
Iii Other o mce, 

D Owner D Managing employee 
~ Other Officer 

D Owner D Managing employee 
Ill Other Officer 

D Owner D Managing employee 

D Other 

......_ 
1 e of Authorized Representative 

(sign in blue ink) 

D~ 

Page 16 
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2.5.6.3 Exhibit D M edicaid Ownership and Disclosure Form 

Revised 0312018 

Humana Healthy Horizons In Louisiono 

SECTION VIII - PROVIDER SIGNATURE 

With my signature below, I attest: 

1. That the provider has disclosed all necessary infonnation: 
2. That I am the authorized representative of this entity/business and, as such, have the authority to enter into a provider agreement with the Louis iana 

Medicaid Program; 
3. That the provider has reviewed the infonnation on this entity/business Disclosure fonn and attest that it is true, accurate and complete: 
4. That the provider understands that knowingly and willfully fa iling to fully and accurately disclose the information requested may result in the denial of 

any request to participate in Louisiana's Medicaid Program, or where the entity/business already participates, a tennination of the provider 
agreement or contract with the State Agency or the Secretary, as appropriate; 

5. Thal the provider understands that a denial or tennination of the provider agreement or contract with the State Agency or the Secretary wi ll prohibit 
me from any participation in Louisiana's Medicaid Program; 

6. That the provider understands that whoever knowingly and willfully makes or causes to be made any false statement or fraudulent representation on 
any fonn submitted to the Stale Agency or the Secretary may be prosecuted under applicable Federal or stale laws; 

7. That the provider understands it is their responsibil ity to ensure that all infonnation is continuously kept up to date on the Louisiana Medicaid 
Provider File; 

8. That the provider understands that the failure to maintain current and correct infonnation may result in payments being delayed or closure of this 
Medicaid provider number; 

9. That the provider understands if this number is closed due to inaccurate infonnation or inactivity, they will have to complete a new Provider 
Enrollment Packet in its entirety for consideration to reactivate th is provider number; 

10. The provider understands that under Federal Regulations , a provider or disclosing entity must disclose to the Medicaid agency, prior to enrolling, the 
name and address of each person, entity or business with an ownership or control interest in the disclosing entity. (See Federal Regulations 42 
CFR § 455.104(b)(1). A provider or disclosing entity must also disclose to the Medicaid agency, prior to enrolling, whether any person, entity or 
business with an ownership or control interest in the disclosing entity are related to another as spouse, parent, child, or sibling. (See Federal 
Regulations 42 CFR § 455.104(b)(2/. Furthennore, there must be disclosure of the name of any other disclosing ent ity in which a person with an 
ownership or controlling interest in the provider/ disclosing entity also has an ownership or control interest. 

11 . That the provider understands that as part of the Louisiana Medicaid enrollmenUre-enrollment process. pursuant to Louisiana Medicaid Rules 
and Regulations, they must provide Social Security numbers for each of the following persons: 

• All Individuals with Direct or Indirect Ownership or Control Interest of 5% or more; 
• All Individuals acting as Board of Director: 
• All Individual Corporate Officers, Directors, Partners, or Shareholders: 
• All Individual Managing Employees or Agents who exercise operational or managerial control or who directly or indirectly manage the 

conduct of day to day operations. 
12. I attest that I am a United States citizen or have legal sta tus and work privilege in the US. 
13. The provider understands that it is their responsibility to ensure that all managing employees, employees, agents, affi liates or subcontractors are 

U.S. Citizens or have legal status and work privilege in the U.S. 
14. The provider understands that ii is their responsibility to ensure that it is disclosed on th is fonn if any Owner, Board Member, Corporate Officer, 

Partner, Board of Director, Shareholder, Managing employee, Employee, Agei:i t or Affiliate. have ever: 
• been denied enrollment from Medicare, Medicaid or any other Federally funded healthcare Program: 
• been suspended or excluded from Medicare. Medicaid or any other Federally funded healthcare Program: 
• been tenninated from participation from Medicare, Medicaid or any other Federally funded healthcare Program; 
• been employed by a corporation, business or professional association that is now or has ever been suspended or excluded from 

Medicare, Medicaid or any other Federally funded healthcare Program in any state; or 
• been convicted of any crimes. 

15. The provider understands that pursuant to 42 CFR § 455.104(a)(1) and 42 CFR § 455.105(a)(1)(2), they are required to provide certain data 
pertaining to subcontractors within 35 calendar days of the date of the request. 

16. The provider understands that they shall report any of the above conditions to the Louisiana Department of Health (LOH). Once enrolled, the 
provider understands that upon discovery of any of the above conditions, it is their responsibility to report immediately in writing to LOH , Program 
Integrity Section, P.O. Box 91030, Baton Rouge, LA 70821 -9030. 

17. I understand if I answered ·ves· to questions regarding being convicted of a felony or any criminal offense, or if I have ever had any disciplinary 
action taken against my professional license (board actions, board consent order, restriction, suspension, revocation or voluntary surrender to avoid 
disciplinary action), or if I have ever been denied enrollment or been excluded, tenninated from participation, suspended, or voluntarily withdrawn to 
avoid disciplinary action from any Federally funded healthcare program, I am required to submit this infonnation and the requested documentation. 

18. The provider understands that they are being placed on notice of Louisiana state law, R.S. 14: 126.3.1 entitled ·unauthorized participation in medical 
assistance programs." The provider understands that this criminal statute means that if any owners, managing employees, employees, agents, 
affiliates, or subcontractors, are excluded now or become excluded in the future or have been tenninated from participation in the Medicare, 
Medicaid, or any other Federal or State Funded Healthcare Program, it is a crime to ·participate· in any medical assistance program. The provider 
also understands that ·participation" includes providing any services which will be billed, directly or indirectly, to Medicare, Medicaid, or any other 
Federal or State Funded Healthcare Program, and ·participation" also includes to seek or to be employed, directly or by contract , or have an 
ownership interest in any individual or entity that provides such services which will be billed to these programs. The provider also understands that 
this crime can be punishable as a felony for up to five (5) years impri sonment with or without hard labor, as well as a maximum fine of $20,000.00. I 
also understand that any claims for payment with a date of service during a period of clusion will be subject to recoupment in addition to other 
fines, penalties, or restitution resulting from the criminal prosecution (LA R.S. 14.126.3.1 . ~\ 
John E. Barger, Il l _ ~ \~ ~ 
Printed Name of Authorized Representative 

Senior Vice President, Medicaid President 

Title/Position of Authorized Representative 

Entity/Business Medicaid Ownership Disclosure Form 

2.5.6 Required Forms and Certifications 
690/69 

Signature o Authorized Representative 

(sig~: 

Dateof¥at~ 

Exempt from Business Proposal 
and Total Page Limits 
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Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
1 of 1

1077(E)

CONFIDENTIAL

Attachment 2.5.6.3-1 HIC Open or Pending Healthcare Court Cases



Attachment 2.5.6.3-2 HHBPLA Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
1 of 6

1078(E)

CONFIDENTIAL



u u 

Attachment 2.5.6.3-2 HHBPLA Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
2 of 6

1079(E)

CONFIDENTIAL



u 

Attachment 2.5.6.3-2 HHBPLA Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
3 of 6

1080(E)

CONFIDENTIAL



u 

Attachment 2.5.6.3-2 HHBPLA Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
4 of 6

1081(E)

CONFIDENTIAL
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Attachment 2.5.6.3-2 HHBPLA Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
5 of 6

1082(E)

CONFIDENTIAL

.. 
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Attachment 2.5.6.3-2 HHBPLA Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
6 of 6

1083(E)

CONFIDENTIAL
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Attachment 2.5.6.3-3 HIC Open or Pending Healthcare Court Cases Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
1 of 2

1084(E)

CONFIDENTIAL



Attachment 2.5.6.3-3 HIC Open or Pending Healthcare Court Cases Humana Healthy Horizons in Louisiana

Exempt from Business Proposal 
and Total Page Limits

2.5.6 Required Forms and Certifications 
2 of 2

1085(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
1 of 166

Exempt from Business Proposal 
and Total Page Limits

1086(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
2 of 166

Exempt from Business Proposal 
and Total Page Limits

1087(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
3 of 166

Exempt from Business Proposal 
and Total Page Limits

1088(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
4 of 166

Exempt from Business Proposal 
and Total Page Limits

1089(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
5 of 166

Exempt from Business Proposal 
and Total Page Limits

1090(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
6 of 166

Exempt from Business Proposal 
and Total Page Limits

1091(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
7 of 166

Exempt from Business Proposal 
and Total Page Limits

1092(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
8 of 166

Exempt from Business Proposal 
and Total Page Limits

1093(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
9 of 166

Exempt from Business Proposal 
and Total Page Limits

1094(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
10 of 166

Exempt from Business Proposal 
and Total Page Limits

1095(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
11 of 166

Exempt from Business Proposal 
and Total Page Limits

1096(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
12 of 166

Exempt from Business Proposal 
and Total Page Limits

1097(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
13 of 166

Exempt from Business Proposal 
and Total Page Limits

1098(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
14 of 166

Exempt from Business Proposal 
and Total Page Limits

1099(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
15 of 166

Exempt from Business Proposal 
and Total Page Limits

1100(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
16 of 166

Exempt from Business Proposal 
and Total Page Limits

1101(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
17 of 166

Exempt from Business Proposal 
and Total Page Limits

1102(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
18 of 166

Exempt from Business Proposal 
and Total Page Limits

1103(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
19 of 166

Exempt from Business Proposal 
and Total Page Limits

1104(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
20 of 166

Exempt from Business Proposal 
and Total Page Limits

1105(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
21 of 166

Exempt from Business Proposal 
and Total Page Limits

1106(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
22 of 166

Exempt from Business Proposal 
and Total Page Limits

1107(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
23 of 166

Exempt from Business Proposal 
and Total Page Limits

1108(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
24 of 166

Exempt from Business Proposal 
and Total Page Limits

1109(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
25 of 166

Exempt from Business Proposal 
and Total Page Limits

1110(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
26 of 166

Exempt from Business Proposal 
and Total Page Limits

1111(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
27 of 166

Exempt from Business Proposal 
and Total Page Limits

1112(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
28 of 166

Exempt from Business Proposal 
and Total Page Limits

1113(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
29 of 166

Exempt from Business Proposal 
and Total Page Limits

1114(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
30 of 166

Exempt from Business Proposal 
and Total Page Limits

1115(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
31 of 166

Exempt from Business Proposal 
and Total Page Limits

1116(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
32 of 166

Exempt from Business Proposal 
and Total Page Limits

1117(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
33 of 166

Exempt from Business Proposal 
and Total Page Limits

1118(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
34 of 166

Exempt from Business Proposal 
and Total Page Limits

1119(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
35 of 166

Exempt from Business Proposal 
and Total Page Limits

1120(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
36 of 166

Exempt from Business Proposal 
and Total Page Limits

1121(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
37 of 166

Exempt from Business Proposal 
and Total Page Limits

1122(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
38 of 166

Exempt from Business Proposal 
and Total Page Limits

1123(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
39 of 166

Exempt from Business Proposal 
and Total Page Limits

1124(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
40 of 166

Exempt from Business Proposal 
and Total Page Limits

1125(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
41 of 166

Exempt from Business Proposal 
and Total Page Limits

1126(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
42 of 166

Exempt from Business Proposal 
and Total Page Limits

1127(E)

CONFIDENTIAL



Attachment 2.5.6.3-4 HIC Pending Healthcare Case Documentation Humana Healthy Horizons in Louisiana

2.5.6 Required Forms and Certifications 
43 of 166

Exempt from Business Proposal 
and Total Page Limits

1128(E)
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Section 2.6

Technical Proposal

A Humana Healthy Horizons in Louisiana associate volunteering at the Makin’ Groceries 
Mobile Market event. Humana sponsors the Makin’ Groceries Mobile Market, improving 

access to food and essential resources in rural communities across Acadiana.
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Section 2.6.2

Proposer Organization  
and Experience

Matthew Berger, Humana Medicare Regional President, addresses the crowd during 
the launch of the Makin’ Groceries event in Lafayette, LA, July 23, 2021.

Humana sponsors Makin’ Groceries Mobile Market, improving access to food 
and essential resources in rural communities across Acadiana.
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2.6.2.1 2.6.2.1 Proposer Organization 
Healthy Louisiana will benefit from the breadth of experience that Humana Health Benefit Plan of 
Louisiana, marketed as Humana Healthy Horizons™ in Louisiana, its parent organization, Humana Inc., 
and its affiliate health plans (Humana), has developed in its six decades in healthcare. Our agile 
organizational structure under the guidance of qualified local leadership will support Louisiana 
Department of Health's (LDH) programmatic goals. 

2.6.2.1.1 History of Humana and Its Parent Organization 
An experienced health care company, Humana's beginnings as a nursing home facility in 1961 shaped 
how we manage statewide-managed care programs and how we will support LDH in achieving its 
Medicaid goals. Taking care of the vulnerable is in our DNA. We later transitioned from nursing homes 
into hospital operations and became the largest hospital company in the country. By the 1980s, we 
moved into managed healthcare. Today, we cover nearly 17 million enrollees across Medicaid, 
Medicare, TRICARE, and Commercial plans. We have continuously operated Medicaid Managed Care 
plans since 1994 and currently serve nearly 900,000 Medicaid enrollees nationwide. We have remained 
true to our core values to support the health and well-being of our enrollees, thanks in no small part to 
associates that practice and promote our values in every aspect of their roles. 

Humana’s Service to Louisiana: 36 Years and Counting 
Humana has been an integral part of Louisiana healthcare 
since 1985. We currently manage care for nearly 215,000 
Medicare Advantage (MA) enrollees, including more than 
40,000 Medicaid enrollees on Dual Eligible Special Needs 
Plans (D-SNP); nearly 51,000 Medicare Part D Prescription 
Drug Plan (PDP) enrollees; 39,000 commercial enrollees; 
and more than 124,000 TRICARE enrollees. Our enrollees 
are in all 64 parishes, supported by nine offices, five 
Neighborhood Centers, and more than 1,000 associates across the State. We give back to Louisiana 
communities through charitable donations, hurricane and pandemic relief, and associate volunteerism. 
With more than 450,000 enrollees within the state of Louisiana across all lines of business, Humana has 
a keen understanding of the local healthcare landscape. We have developed strong relationships with 
Louisiana community groups, providers, corporate partners, and government agencies. 

Humana's Organizational Goals and the Relevant Medicaid Managed Care to Humana's Mission 
Our mission is to help people achieve lifelong well-being. Central to this is Bold Goal, one of our key 
population health strategies designed to co-create evidence-based, scalable, and financially sustainable 
solutions with community-based organizations and providers. With Medicaid covering more people than 
ever before, Medicaid populations are central to our Bold Goal to improve the health of the 
communities we serve. We collaborate with a wide range of local stakeholders to solve systemic 
problems and address social determinants of health (SDOH). Baton Rouge and New Orleans are among 
the original seven Bold Goals markets nationwide when Bold Goal launched in 2014. We are expanding 
Bold Goal across Louisiana to enhance our community partners' reach and impact which is very crucial 
during the COVID-19 pandemic, as families deal with food insecurity, access to care, and social isolation. 
In Louisiana, Humana invested $7.93 million to support community organizations in their overall 
mission to ensure they could continue operations during the pandemic, including nearly 600,000 
masks. 

Our Bold Goal aligns with LDH's priorities for SDOH and health equity, removing or minimizing barriers 
that hinder enrollees' progress toward good health. LDH, together with an experienced partner like 
Humana, can continue to adapt to changes brought on by pandemics, evolving healthcare concerns, and 
natural disasters, using those lessons learned to keep Louisiana prepared for the unexpected. 
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Volume of Medicaid Business and States Supported 
Humana supports nearly 900,000 Medicaid enrollees in Florida, Illinois, Kentucky, South Carolina, and 
Wisconsin. 

2.6.2.1.2 Humana's Medicaid Managed Care Contracts 
As our Medicaid Managed Care (MMC) experience demonstrates, Humana has managed complex 
populations at industry-leading levels of quality for many years for a diverse range of demographics and 
populations, as reflected in Table 2.6.2.1. 

Table 2.6.2.1: Humana's Medicaid Managed Care Contracts over the Last Seven Years 

Contract Enrollees Populations Served Current Contract Dates 
 (Initial contract year) 

Florida Statewide Medicaid Managed Care 
- Comprehensive Contract including

Managed Medical Assistance and Long-
Term Care

624,808 TANF; CHIP; ABD; I/DD; 
foster care children; 
SMI; Dual-eligible; 
Long-term Services and 
Supports(LTSS)-eligible 

August 1, 2018-January 1, 2024 
(2013) 

Illinois Integrated Care Program 5,226 Non Dual Disabled 2014-2017 
Illinois Medicare-Medicaid Alignment 
Initiative 

10,029 Dual Eligible January 1, 2020-December 31, 
2022 
(2014) 

Kentucky Medicaid Managed Care 168,844 TANF; CHIP; ABD, 
Expansion; Dual-eligible 

January 1, 2021 - December 31, 
2021  
(2013) 

South Carolina Healthy Connections 1,021 TANF; CHIP; ABD; SSI July 1, 2021 - Ongoing 
Virginia Commonwealth Coordinated Care 9,143 ABD; Dual-Eligible 2014-2017 
Wisconsin Medicaid Managed Care 
 BadgerCare Plus 
 Medicaid SSI 
 Family Care Partnership 

 28,682 
 10,631 
 1,324 

 TANF; CHIP;  
 SSI; ABD  
 ABD; w/ and w/out 
Medicare; LTSS-
eligible 

 January 1, 2020-Ongoing (2008) 
 January 1, 2020-Ongoing (2008) 
 Regions 3, 11: January 1, 2018-
December 31, 2023  
Regions 8, 12: January 1, 2019-
December 31, 2024 (2010**) 

*Membership at the end of the contract period    **original contract was for Region 8 
Experience in Providing Healthcare Services for a Medicaid Managed Care Program 
Humana has more than the required minimum of seven years of experience in MMC. One of our earliest 
programs was our Florida Medicaid Health Management 
Organization contract that began in 1997. We serve 
nearly 900,000 Medicaid beneficiaries, including more 
than 500,000 D-SNP members in 26 states and Puerto 
Rico, including more than 40,000 in Louisiana.  

Contracts Engaged in or Awarded Within the Last 12 Months with over 1.5 Million Enrollees  
As described above, Humana has Medicaid managed care contracts in Florida and Kentucky, and was 
recently awarded a Medicaid managed care contract in Ohio. All three states cover more than 1.5 
million Medicaid enrollees each. 

2.6.2.1.3 Noncompliance Actions 
Please refer to Attachment 2.6.2.1-1 for MMC Contracts noncompliance. 
2.6.2.1.4 Contracts Terminated or Not Renewed Prior to Contract End Date 
Humana Health Benefit Plan of Louisiana, its parent company Humana Inc., and its related affiliates have 
 

no terminated contracts to disclose. 
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2.6.2.2 2.6.2.2 Proposed Staff Qualifications and Organizational Structure 
2.6.2.2 Humana Healthy Horizons in Louisiana Proposed Staff Qualifications and 
Organizational Structure 
Humana Healthy Horizons in Louisiana's key personnel and staff are qualified and trained to support 
Healthy Louisiana, and encourage diversity and inclusion across the organization. We have reviewed and 
confirm adherence to the requirements in Model Contract Section 2.2.2. 

2.6.2.2.1 Identifying Key Personnel 
Key personnel shape the direction of Humana's operations and our teams. Humana Healthy Horizons in 
Louisiana's , has decision-making authority at the 
plan level and collaborates with our Human Resources, Diverse Talent Strategy, and Recruiting teams to 
select key personnel that will best support clinical and service delivery excellence for Louisiana. 

We vet each candidate for appropriate qualifications and experience as well as any criminal actions or 
healthcare program disbarments. Once hired, candidates undergo job- and Louisiana-specific training, 
including mandatory Ethics and Compliance training. We emphasize hiring candidates with local 
expertise who are deeply invested in issues important to the community. In our three largest markets, 
Florida, Kentucky, and Wisconsin, our leaders average 30 years of living and working in their local 
communities. Humana's Diverse Talent Strategy team promotes a diverse workforce, including sourcing 
through colleges and universities, associate referrals, community groups, targeted job board and social 
media postings, advertisements, and cross-industry organizations. The wealth of accolades we receive 
each year is testament to our commitment to a collaborative, inclusive workforce. 

Prior to the pandemic, we developed strategies to support Humana associates that work from home to 
maximize flexibility and responsiveness. The evolution of these efforts is WorkLife Reimagined. This 
initiative offers home, office, field, and hybrid workstyles, improving associates' ability to direct their 
careers, promoting organizational agility, and meeting enrollees where they are. 

In preparation for LDH's 2019 RFP and Humana's subsequent award, we sourced and hired a full roster 
of staff. Following the award cancellation, we offered those associates the opportunity to transition to 
other business areas where they could develop Medicaid knowledge and skills useful to a future 
Louisiana contract. As we refine staffing for this contract post-award, our intent is to transition these 
associates working on the new Louisiana Medicaid contract.

 

 
 

 
 

Management Structure and Organization  
The management structure for our key teams and units is rooted in local decision-making and oversight. 
The CEO leads the Executive Management team, which comprises key personnel along with additional 
roles necessary for programmatic success. The Executive Management team has daily check-ins and 
weekly meetings to discuss performance, stakeholder feedback, and to address any challenges. This 
collaborative approach ensures that we align functional areas and work toward achieving program goals. 
We manage and operate primary functional areas for the plan from within the State, including the Call 
Center, Integrated Care Management, Provider and Enrollee Services, UM, and Quality. 

Each unit/team lead reports to key personnel for appropriate oversight; the CEO has ultimate 
responsibility for the plan and adherence to LDH's requirements.  
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To maintain streamlined functions across the organization, our local leadership receives support from 
our enterprise operations teams for shared services common to all Humana plans, including Information 
Technology, Legal, and Data Analytics. While operated nationally, these teams work closely with the 
Executive Management team to provide timely knowledge-sharing and support.  

2.6.2.2 Key Personnel Names and Roles 
We will base all key personnel, who will be 100% dedicated to the Contract and exclusive to their roles, 
in Louisiana. Attachment 2.6.2.2-1 includes resumes for all required key personnel. 
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In addition to the required key personnel, we will support this Contract with personnel whose Medicaid 
and Louisiana-specific experience will further our goals for Healthy Louisiana. 
•

2.6.2.2.3 Operating Structure, Reporting and Governance with our Parent Organization 
Our local plan and our parent organization will both support Healthy Louisiana, combining vast 
experience, leadership, and resources to promote efficient processes and knowledge sharing across the 
enterprise. This provides access to successful programs, initiatives, and pilots introduced in other states, 
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nationwide analytics to identify common trends, and best practices that provide consistency for 
enrollees, regardless of changes in their lives and locations. 

Our Board of Directors is responsible for creating and enforcing by-laws, policies, code of conduct, and 
adherence to governmental regulations. Board Members are experts in managed care and in their 
specific fields. Our CEO and other key personnel routinely report to the Board on performance and areas 
for improvement. Members include national Medicaid President, John Barger and Humana Inc. CEO, 
Bruce Broussard. Per the Model Contract, we will provide LDH a list of Board members prior to go-live. 

Reporting to Mr. Barger,  receives support from him as well as with other national leaders to 
maintain the quality that state partners expect and our enrollees deserve. Mr. Barger reports to Alan 
Wheatley, President of our National Retail Segment, including Medicaid and Medicare Advantage. Mr. 
Wheatley reports to Mr. Broussard, President and CEO of Humana Inc. 

Members of the Executive Management team participate in committees to focus on issues related to 
their functional area. They also take part in our Louisiana Local Market Operating Committee (LMOC) 
biweekly to share knowledge, discuss strategies for continuous improvement; and assess reports from 
quality improvement, call centers, grievance and appeals, complaints, as well as provider- and enrollee-
focused committees. Mr. Mollica leads and represents the LMOC at the Operations Steering Committee, 
where Medicaid leaders from across the organization discuss trends, opportunities, and challenges.  

Operating Structure Organizational Chart 
Our organizational chart, in Attachment 2.6.2.2-2, illustrates our functional areas and staff types, 
including reporting relationships, locations, and material subcontractors.  

Key Teams: Staffing 
Per Section 2.2.2.5.2 of the Model Contract, Humana will maintain greater than 50% of its staff within 
the State of Louisiana. Table 2.6.2.2-2 highlights our key teams. 

Table 2.6.2.2-2: Key Teams - Roles, Leaders, Operating Activities, Reporting Lines and FTE Counts 
Team and 
FTE Count 

Roles, Operating Activities and 
Qualifications/Competencies 

Team Lead and Reporting 
Lines 

Executive 
Leadership 
 5 FTEs 

  
 Plan executive 

leaders are directly responsible for the day-to-day 
management of health plan operations. They work directly 
with leadership in the parent company to ensure access to 
corporate resources and industry best practices 

 Minimum of Bachelor or Master degree, and certifications 
relevant to the; CMO: physician licensed in Louisiana, three 
years medical specialty training, five years of post-training 
experience providing clinical services, and board 
certification in their specialty 

 
 

 
 of 

healthcare leadership 
experience 

Integrated Medical 
Management 
(Including UM, Prior 
Authorization, and 
Concurrent Review 
teams; for both 
behavioral and 
physical health) 
 211 FTEs 

 This team is responsible for following evidence-based 
guidelines to make coverage and medical necessity 
decisions about which physical and behavioral health 
services to authorize based on enrollees' unique conditions 

 Includes at least one Louisiana-licensed Registered Nurse 
(RN), Advanced Practice Registered Nurse (APRN), 
physician, or physician’s assistant; sufficient number of 
Licensed Mental Health Professionals (available 24/7), 
including licensed addiction counselors; board-certified 
psychiatrist; board-certified addictionologist (available at 
least 10 hours/week) or qualified consultant; UM staff 
experienced and specifically assigned to children, youth, 
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Team and 
FTE Count 

Roles, Operating Activities and 
Qualifications/Competencies 

Team Lead and Reporting 
Lines 

adults, and older adults  
 

Integrated Care 
Management  
 271 FTEs 

 This team identifies, engages, and manages enrollees who 
require Care Coordination and Case Management services 
for physical health, behavioral health, and social services, 
coordinating with our Comprehensive Care Support team 
to support enrollees with co-occurring, complex needs 

 Certification in treatment planning—with Treatment 
Planning Philosophy Training; cross trained staff grouped 
into specialists for specific physical health conditions, 
behavioral health, and specialized behavioral health; 
behavioral health  and physical health Case Managers are 
co-located; Care Management associates necessary to 
support enrollees who meet target population criteria for 
Department of Justice agreement 

 
 

 
 

 
 

 
 

 
 
 

 

Quality 
 22 FTEs 

 This team leverages data analysis and performance metrics 
to direct activities for continuous process improvements. 

 Clinicians, RNs, behavioral health and other professionals 
with CPHQ or CHCQM certifications; experience in data 
and outcomes measurement, including data analysis, 
coding, claims, or performance measures (HEDIS, NCQA, 
etc.)  

 
 

 

 

Population Health 
 26 FTEs 

 This team works to identify specific, targeted opportunities 
for improved health outcomes to address gaps in care. 
They develop partnerships with community based 
organizations to improve program offerings that address 
SDOH needs for specific populations 

 Experienced professionals with knowledge and skills in 
SDOH, data analysis, statistics, clinical practice, population 
health, community health, and/or related fields 

 
 

 
 

 
 

 
  

Enrollee Services 
(Enrollee Call 
Center—inbound 
and outbound; 
Grievance and 
Appeals; Enrollment 
Operations) 
 240 FTEs 

 This team addresses telephonic and electronic inquiries, 
ensuring compliance with call performance metrics 
mandated by LDH, communicating education and plan 
materials for enrollees, as well as handling grievance and 
appeals, and enrollment functions. 

 Bachelor's degree; prior experience working in the health 
service industry and/or service operations; strong 
analytical skills; background in healthcare quality 

 
 

 
 

 
 

 
 

 
Provider Services 
(Contracting, 
Provider Data 
Management, 
Credentialing, Call 
Center, Provider 
Relations, Provider 
Engagement) 
 262 FTEs 

 This team builds relationships with providers through 
contractual agreements, facilitating education and training, 
escalating, and resolving issues on claims payment, 
supporting value-based payment arrangements, practice 
transformation, contract interpretation, and accuracy of 
provider information. 

 Bachelor's degree; three or more years of healthcare or 
managed care experience with Provider Contracting, 
Network Management, or Provider Relations; 
comprehensive knowledge of Medicaid policies, processes, 
and procedures 

 

 
 

 
 

Claims Payment 
Operations (Claims 
Processing/Payment 

 Process team responsible for timely and accurate 
adjudication and payment of claims, including: code 
editing,  and quality audit of claims; modify and document 

Claims Administrator and 
Encounter Data Quality 
Coordinator report to the 

2.6.2.2 Proposed Staff Qualifications 
and Organizational Structure 
5 of 6

29 of 230

CONFIDENTIAL

• 

• 

• 

• 
• 

• 

• 
• 

• 

• 

• 

• 

• 

• 

• 

• 

Humana 
Healthy Horizons. 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417  

 
   

Team and 
FTE Count 

Roles, Operating Activities and 
Qualifications/Competencies 

Team Lead and Reporting 
Lines 

Processing, Code 
Editing, Financial 
Recovery (i.e. 
Payment Integrity) 
and Encounter 
Reporting) 
 276 FTEs 

processes to meet changing requirements, troubleshoot 
process problems; collect, oversee, and monitor timely and 
accurate transmission of data 

 Experience in healthcare claims processing, or combination 
of education, training and experience; Bachelor’s degree or 
equivalent experience; experience with business process 
analysis, experience in healthcare industry or three or 
more years of managed care encounters experience 

COO; these roles are targeted 
to be hired by readiness 
review. 

Program Integrity 
 8 FTEs 

 This team identifies and investigates allegations of 
fraudulent and abusive practices, reports investigation 
results, and liaises with LDH and/or law enforcement on 
active investigations. 

 Bachelor's degree; minimum two years of healthcare fraud 
investigations and auditing experience; knowledge of 
healthcare payment methodologies and ability to analyze 
data; strong organizational, interpersonal skills, and ethics 

 
 

 
 

 
 

Contract 
Compliance 
(Contract 
Management, 
Business Continuity, 
and Subcontractor 
Oversight, 
Regulatory 
Compliance and 
Risk Management) 
 17 FTEs 

 This team ensures that the plan, including our Material 
Subcontractors, remains aligned with the Model Contract 
and that appropriate contingencies are in place to continue 
operations in the event of an emergency, natural disaster, 
and other unexpected disruptions. Responsibilities also 
include oversight and submission of contract reporting 
requirements. 

 Bachelor's degree; experience in compliance and 
regulations for a health care programs  

 

 

 
 

Finance and 
Accounting 
 12 FTEs 

 Team is responsible for measuring, monitoring, and 
reporting financial performance of the health plan and 
ensuring operations remain fiscally sound. This includes 
Actuary, General Accounting and Financial trend 
management and analytics. 

 Bachelor or Master in finance; three to five years of 
healthcare experience (managed care preferred) 

 
 

 
 

 

Clerical and 
Support Staff 
 10 FTEs 

 Staff to support administrative functions of the health plan 
including Human Resources, Office Management, 
Marketing and Administrative Support 

 High school degree/equivalent; proficiency in Microsoft 
Office products; two years of experience in an office 
setting 

Administrative Assistants and 
other support staff report to 
the CEO and COO; these 
positions will be in advance of 
the operational start date. 

 

Scaling Staffing Levels Based on Enrollment 
By creating ratios and modeling multiple enrollment levels using industry experience, capacity modeling, 
and LDH's Contract requirements, Humana's tailored staffing model aligns with enrollee needs and 
enrollment levels. With the support of remote associates, dedicated recruiters, and our Hudson and 
Veteran Initiative contractors, we can quickly place temporary and permanent associates to support 
enrollment increases. Starting with an existing roster of staff from our preparation for the 2019 RFP 
award, we will diligently work to fill any open positions for new and existing roles. Along with 
recruitment efforts, we anticipate quality referrals from our Louisiana-based associates, as well as 
candidates from any displaced incumbents, to fill open roles. Our goal is to be fully staffed no fewer 
than 30 days prior to go-live (7/1/2022). 
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2.6.3 2.6.3 Enrollee Value-Added Benefits 

 

 

2.6.3.1 Optional Value-Added Benefits for Enrollees 
Humana Healthy Horizons in Louisiana will offer all eight optional VABs to our enrollees, which we will 
implement using our fully integrated Empowered Care Plus (Empowered Care+) care model. Our local 
leadership team developed our VABs using the lens of cultural competency and local health equity 
challenges in the parishes throughout Louisiana. Specifically, we looked at individuals of racial, ethnic, 
and socioeconomic groups that experience health disparities and unjust disadvantages regarding 
health equity that can result in a lack of basic human needs. These needs may include access to care, 
stable housing, access to a safe living environment, medical support, reliable transportation, a job they 
can depend upon to pay their bills, and a nearby location to find nutritious food to feed their families. 

 have established key relationships with leading community-based 
organizations (CBOs) throughout Louisiana that have been instrumental in developing benefits to serve 
the needs of our Medicaid enrollees. 

Our local team traveled across the State to visit rural parishes and speak with providers, federally 
qualified health centers (FQHCs), Human Service Districts/Authorities (HSD/HSA), and community 
mental health centers to hear firsthand about the challenges they face. For example, in Beauregard 
Parish we heard that local support primarily works through the faith-based institutions that know 
their residents and support them by addressing the challenges specific to their community. The stories 
we heard and the lessons we learned helped inform development of the Empowered Care+ model for 
Louisiana, including the scope and features of our VABs to supplement this model. 

Providing enrollees with simple, guided access to these benefits 
within their communities is one of many actions we are taking to 
improve their healthcare experience. We refer to this as human care, 
a concept deeply ingrained in Humana’s company culture. We 
embrace this philosophy by guiding enrollees to the services that 
best meet their individual needs and training all enrollee-facing 
associates on the VAB details, including how to help enrollees access 
them within their local community. No matter whom they contact, 
whether a Case Manager, a Community Health Worker (CHW), or 
an Enrollee Call Center associate, enrollees can access someone 
who can identify their needs and guide them toward their benefits. 
As Figure 2.6.3.1-1 shows, our Go365® incentive platform and 
smartphone app provide enrollees with rewards for completing 
healthy behaviors such as attending tobacco cessation or weight 
management counseling, well-child visits, prenatal/postpartum 
visits, health screenings, and receiving a flu or COVID-19 vaccination. 
Deeply rooted in behavioral economics, Go365 supports and 
encourages all enrollees to live healthier while reducing healthcare 
costs. Figure 2.6.3.1-1: Go365 
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Humana will coordinate with local organizat ions such as Louisiana's Asthma Management and Prevention 
Program supported by CDC to educate and support our enrollees with asthma. This program helps educate 
school personnel on asthma and prevention, identifies children who require asthma action plans, and develops 
indoor and outdoor clean air policies for asthma-friendly school districts. As part of our education efforts, we will 
inform enrollees about registeri ng for the program's help-line to learn more about asthma and managing their 
condition. We will also refer enrollees to the BREATHE program (Bringing Respiratory Equity for Asthmatics 
Through Healthier Environments) developed by the Green & Healthy Homes Initiative (GHHI) in collaboration 
with the LDH Environmental Public Health Tracking Program and the Louisiana Center for Health Equity. The 
BREATHE program partners with Our Lady of the Lake Children's Hospital to provide virtual home visits to clients 
with poorly controlled asthma or health-harming environmental concerns. 
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Table 2.6.3.4-1: PMPM Actuarial Value 

Actuarial Statement 
I attest that I meet all of the requirements under the American Academy of Actuaries US Qualification 
Standards and am qualified to certify the estimated value for the VAB enclosed with this Request for 
Proposal (RFP). Based on my qualifications and my understanding of the Centers for Medicare & 
Medicaid Services (CMS) and LDH requirements, I have prepared the valuation and certify that to my 
best knowledge, information, and belief, all statements made by Humana with respect to the pricing of 
VAB in the enclosed RFP are complete, accurate, and truthful, and follow CMS and LDH instructions. 
• Experience data was prepared by the Medicaid Actuarial Pricing team. I relied on experience data

collected from other Humana Medicaid programs as well as market insights gained from the review
of the RFP to make the assumptions needed to provide the best possible pricing estimate for the
VAB.

• Certain assumptions, including utilization assumptions, capitation rates, and other cost assumptions
were provided by individuals from the Product Design and Development team. I relied on those
individuals’ experience in product development and have reviewed the assumptions for
reasonableness.
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a. Normalized experience from Humana’s other Medicaid programs
7. Nonclinical Home-Based Asthma Interventions

a. Normalized experience from Humana’s other Medicaid programs
8. Home Visiting Programs for Pregnant and Postpartum Enrollees and their Newborns

a. Normalized experience from Humana’s other Medicaid programs
All pricing assumptions were reviewed by other members of the Medicaid Actuarial Pricing team as well 
as others from Product Development and Medicaid Finance.  

Rodger Yan 
Certifying Actuary’s Signature 

Humana Value Added Benefits 
Louisiana Medicaid Managed Care 2021 RFP 
August 16, 2021 

2.6.3.5 Statement of Commitment to Provide Benefits for Entirety of Contract Term 
Humana Healthy Horizons in Louisiana commits to provide the selected value-added benefits for the 
entire 36-month term of the initial Contract and for any extensions, if applicable. 
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Kingsley House Senior program allows seniors to engage in gardening activities. Humana Healthy 
Horizons in Louisiana is partnering with Kingsley House to address a myriad of enrollees’ needs.
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2.6.4 2.6.4 Population Health 
Humana Healthy Horizons in Louisiana has reviewed and confirms adherence to the LDH expectations 
and requirements in Model Contract Section 2.5 Population Health and Social Determinants of Health, 
and MCO Manual Part 6: Population Health and Social Determinants of Health. 

2.6.4.1 Approach and Experience Improving Population Health 
Population health is a foundational element of Humana's enterprise mission and a core component of 
our managed care programs. We define population health as the outcomes of enrollees and the 
communities in which they reside, including the distribution of such outcomes within the group. 
Through our whole-person health model, we address the three key facets of population health within a 
community: physical, behavioral, and social. Using a data driven approach, we assess enrollees' needs, 
improve their health and well-being through interventions for key subpopulations, and continuously 
measure and monitor outcomes. Our 36-year presence in the State serving over 450,000 Medicare 
Advantage (MA), Dual Eligible Special Needs Plans (D-SNP), Medicare Part D Prescription Drug Plan 
(PDP), and commercial enrollees, as well as TRICARE beneficiaries across all 64 Louisiana parishes, 
ideally positions us to expand our relationships with stakeholders, communities, and providers to 
address LDH's population health priorities. We operate 42 NCQA-accredited health plans across our 
Medicaid, commercial, and MA lines of business, leading all national MA plans with 92% of our MA 
HMO and more than 99% of Group MA beneficiaries enrolled in 4.0-Star plans or higher in 2020. For 
three consecutive years, our Florida CarePlus MA HMO plan achieved a 5-Star rating. 

Impacting social determinants of health (SDOH) and well-being has been core to Humana since our 
founding. Our focused enterprise-wide population health strategy, Bold Goal, began in 2015 with our 
commitment to develop programs and partnerships to improve the health and well-being of the people 
and communities we serve by making it easier for everyone to achieve their best health. This journey 
began with seven pilot communities nationally, and because of Humana’s deep roots in Louisiana, 
Baton Rouge and New Orleans were two of the original and longest tenured communities. These pilots 
and our deep relationships with providers, nonprofits, and business and government leaders in both 
cities became the baseline for our growth into other markets. We forged working relationships with 
community-based organizations (CBOs) to co-create solutions to address some of today’s most complex 
health and social problems. We focus on implementing culturally competent initiatives to address SDOH 
needs, with a lens of health equity, to significantly impact population health. 

Bold Goal New Orleans and Baton Rouge: Bold Goal, one of our key population health strategies, measures health 
status via the CDC Health-Related-Quality-of-Life (HRQoL) tool, Healthy Days, and SDOH screenings that reveal social 
needs barriers to health and quality of life. In 2019, the community-wide coalition completed its Community Health 
Improvement Plan and proceeded with implementation, working toward a healthier Baton Rouge for all residents. In 
2020, our Bold Goal MA members experienced only 12.64 unhealthy days in New Orleans, and 13.03 in Baton 
Rouge. Bold Goal 2020 included integrated care delivery with the Baton Rouge Clinic; the "Yes we can" COVID-19 
campaign loneliness pilot, Papa Pals; Mom's Meals; and SDOH value-based care innovations with Ochsner Health. Our 
Humana Baton Rouge members have benefited from year-over-year reductions in unhealthy days for four years, 
demonstrating how strong community leadership and a locally led coalition can provide a solid foundation for 
improving health. 2020 also saw increased collaboration with New Orleans providers to identify and integrate SDOH 
into clinical settings; we also partnered with the New Orleans Health Department and community stakeholders to 
form a Community Health Improvement Plan. These partnerships were essential to rapidly deploy resources when 
COVID-19 restrictions caused food insecurity and social isolation and exacerbated SDOH issues in 2020. Likewise, our 
active collaboration with providers and community stakeholders helped Healthy Baton Rouge support the city during 
the 2020 pandemic.  

 

Improving population health remains at the center of our approach to serving enrollees and 
communities. We employ a holistic approach, incorporating physical and behavioral health (BH), and 
social and environmental factors, such as disaster preparedness, into our clinical interventions to 
advance health equity and outcomes. To ensure that population health is at the forefront of our 
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operations, our  
 

 
 

 
 

 Senior Vice President and Chief Health Equity Officer, Nwando Olayiwola, 
M.D., MPH, FAAFP; Vice President, Medicaid Population Health, Ian Nathanson, M.D.; and enterprise
Vice President of Population Health Andrew Renda, M.D. MPH, will provide national support for our
Louisiana team.

Humana's Population Health Approach 
Humana recognizes the roles population health, healthcare quality, and health equity play in in creating 
a connected ecosystem that achieves optimal health for our enrollees and communities. Our approach 
unites community partnerships and stakeholders in the healthcare ecosystem with population 
identification, data integration 
stratification, intervention, and 
measurement. We leverage local 
Robert Wood Johnson Foundation 
data and Louisiana's subpopulation 
data to identify opportunities to 
address LDH's key, prevailing health
concerns: Communicable diseases, 
such as HIV, hepatitis C virus (HCV), 
and sexually transmitted infections; 
maternal mortality and morbidity 
and neonatal abstinence syndrome 
(NAS); mental illness; diabetes 
mellitus, hypertension, 
cardiovascular disease, cancer 
screenings, and tobacco cessation; 
and early childhood health and 
development, including Adverse 
Childhood Experiences (ACEs).  

 
 

 
 

Humana employs sophisticated population health data analytics to understand 
population challenges, stratify and prioritize unique subpopulations’ needs, and evaluate the impact and 
outcomes post-intervention. 

Addressing Population-Level Physical Health, Behavioral Health, and SDOH Areas for Improvement 
In 2018, CDC stated Louisiana ranks 47th nationally in the incidence of diabetes and obesity, and 49th in 
maternal mortality. Within Louisiana, Baton Rouge had the highest rate of HIV in the country; New 
Orleans ranked third. We promote collaboration among health plans, local officials, and CBOs to address 
these and other population-level health, and health-related challenges via enrollee data stratification, 
interventions, and outcomes assessment. Measuring our progress using CDC's HRQoL measures, 
including Healthy Days, we focus on prevention, community-wide health, and access to quality care. We 
incorporate continuous quality improvement across cohort creation, enrollee engagement, intervention 
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development, and data evaluation and reporting. We include data from Model Contract Section 2.5.1.2 
and LDH's Health Needs Assessment (HNA) results into our population health cohort development, and 
Robert Wood Johnson Foundation data in our community health dashboards. Humana tailors enrollee 
engagement to address unmet needs, promote and incentivize healthy behaviors and disease self-
management, and develop robust Case Management (CM) programs for individuals with special 
healthcare needs (SHCN). In partnership with providers, CBOs, and public agencies, we implement 
campaigns, educational materials, and interventions. We also leverage LDH-mandated measures, the 
Triple Aim Population Health Dashboard, and enrollee outcomes to implement CQI processes using the 
HRQoL metric, Healthy Days, and multiple clinical and quality measures.  

 
 

 

Humana's Population Health Strategic Plan 
Aligned with the Louisiana Medicaid Managed Care Quality Strategy, our Population Health Strategic 
Plan combines enterprise-wide health equity with an innovative and cost-effective healthcare delivery 
system to support LDH's population health and quality strategy goals. Our Population Health Strategic 
Plan ensures access to care and improves coordination and transition of care to meet all enrollee needs. 
The plan also facilitates patient-centered, whole-person health, incorporating physical and behavioral 
health, and SDOH/health-related social needs, all while promoting wellness and prevention. Our plan 
outlines our partnerships with CBOs to improve population health and address health disparities, 
implement pay-for-value and innovation incentives that encourage chronic disease self-management 
and control, and minimize wasteful spending. Our Population Health Strategic Plan also incorporates the 
employment of local community health workers (CHWs), strong CBO relationships, and the integration 
of cultural competency priorities into our person-centered approach to inform improvements in care 
delivery. We incorporate health equity principles and processes as we address enrollee communities' 
critical SDOH and care gaps, aligning our strategic relationships with local coalitions, State agencies, and 
network providers to create evidence-based and financially sustainable population health solutions. We 
solicit Enrollee Advisory Council feedback in our root cause analyses to understand local and personal 
experience as well as environmental context affecting prioritized issues. This information, along with 
responses from the communities we serve, informs the population health modifications we make to 
better serve our Medicaid enrollees. For example, we sponsored and participated in the 2021 
Empowerment & Policy Conference, hosted by the Urban League of Louisiana via its Center for Policy 
and Social Justice and The Louisiana Legislative Black Caucus. These conversations covered the breadth 
of education equity, health equity, voter education and engagement, criminal justice reform, and 
workforce and economic development to shape 2021 policy priorities. We will continue hosting 
"Listening Sessions" and engaging residents at our Baton Rouge, Lafayette, Lake Charles, Metairie, and 
Shreveport Neighborhood Wellness Centers, or other community locations, to effectively serve both 
rural and urban populations. 

Experience Improving Population Health for Similar Louisiana Populations 
With nine local Louisiana offices, two Bold Goal communities, and over 1,200 volunteer hours in the first 
two quarters of 2021, we have demonstrated our commitment to improving population health for more 
than 450,000 enrollees across our lines of business. Humana has been a thought leader in Louisiana for 
more than seven years, leading and working in local communities to drive solutions to SDOH and priority 
health initiatives. We will apply that experience to improve population health for Louisiana's Medicaid 
population, as shown by our most recent experience summarized in Table 2.6.4.1-1. 
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Our Population Health Approach Principles Inform and Guide Our Managed Care Program 
Founded on health equity, our population health principles inform and guide our managed care 
program, driving innovations that produce measurable, improved outcomes and reduce avoidable 
healthcare costs across the entire enrollee population. Our person-centered, outcome-driven care 
model addresses enrollees’ physical, BH, and SDOH needs via strong relationships with providers, CBOs, 
business, and government leaders. These principles enable us to co-create solutions that address the 
complex health and social challenges that impact the entire community. 

2.6.4.1.1 Identifying Baseline Health Outcome Measures 
Our model addresses enrollees' health needs at all points along the care continuum. Therefore, we set 
health outcomes measures and targets for priority conditions across four domains: Maintaining enrollee 
health, managing individuals with emerging risks, patient safety, or outcomes across settings, and 
managing multiple chronic illnesses. We use an array of data sources, including HEDIS® and non‐HEDIS 
goals in RFP Attachment H Quality Performance Measures, to establish baselines and targets for health 
improvement for each metric, shown in Table 2.6.4.1-2. 
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We proactively collect enrollee health and SDOH data via welcome calls, HNAs, Healthy Days telephonic 
surveys, and post-discharge calls to build on enrollee baseline data.  

 
 Capturing data in a centralized ecosystem, we establish baselines, 

using tracking tools and dashboards for regular reporting and apply advanced analytic capabilities to 
create enrollee segmentation and predictive models, and to also predict and prevent future events and 
disease progression. Our population health strategy includes primary prevention — intervention before 
health effects occur, such as tobacco cessation, COVID-19 and flu vaccinations/immunization rates, 
maternal health, and SDOH prevalence; secondary prevention — screening at early stages of diseases 
including colorectal/cervical cancer, diabetes, HIV, HCV, and COVID-19; and tertiary prevention — 
managing disease post-diagnosis to slow/stop disease progression, including HIV viral load suppression, 
HCV antiviral treatment, and diabetes A1c and hypertension control. 

 
 

 
  

  
 

 
 

  
 

 
 

 
 

 
  

 
 

  

 

  
 

 
    

We will partner with LDH (and other State agencies), other MCOs, and key stakeholders to identify 
outcome measures and goals for health improvement, using an agile approach to scale and increase our 
efforts during times of significant need.  
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2.6.4.1.2 Measuring Population Health Status and Identifying Subpopulations 
In accordance with Model Contract Section 2.5.1, Humana’s Population Health Strategic Plan will 
include a strategy for measuring population health status and outcomes and identifying subpopulations. 
We measure population health status by incorporating State and public data into our data analytics 
solutions.  

 

 
 

 
 

 
 

  
 

 
 

 
 

 

 
 

 
 

  
 

 
 

 

 

  

 
 

s. 

Humana harnesses data to build operational dashboards to track population health metrics and follow 
trends over time, drill down to specific segments, and closely monitor subpopulation outcomes. Our 
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Market Health Scorecard, Community Health Dashboard, and Root Cause Analysis (RCA) tools synthesize 
these metrics to identify characteristics and needs of the population. The Market Health Scorecard 
reviews more than 100 key health, clinical, claims data, and business performance metrics to assess 
overall community health and identify opportunities for improvement. This tool provides a highly 
interactive data visualization of Medicare, Medicaid, and commercial populations; filtered by market, 
provider group, and condition to identify Healthy Days key performance indicators, and align initiatives. 
The Community Health Dashboard delivers population trends, insights, and benchmarks, using Robert 
Wood Johnson Foundation County Health Rankings and claims data, to identify pilot communities and 
population health strategies. Our RCA integrates Enrollee Advisory Council and Provider Advisory 
Council feedback to understand the dynamics that may contribute to health disparities. 

Identification of Subpopulations 
Beyond provider and enrollee self-referrals, we use a proven three-step approach to identify 
subpopulations experiencing disparate levels of SDOH needs, demonstrate unequal levels of poor health 
outcomes, or encounter access issues based on factors such as  

 
 

 
 

 
 

 
 

 
 
 

 
 

 
 
 

 
 

2.6.4.1.3 Identifying Key Determinants and Strategies to Reduce Disparities 
Humana prioritizes improving the entire population's health status through prevention, identifying 
subpopulations with complex needs, and implementing strategies to reduce health inequities. We 
regularly incorporate external public data sets into our models to identify population-wide trends and 
determine how they apply to our enrollees.  
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care, which helps us create personal and connected experiences for enrollees and their families as they 
make educated decisions and navigate the healthcare system. Our 360-degree view of enrollees uses 
targeted interventions, outlined in  
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2.6.4.1.4 Integrating Procurement Requirements and our Initiatives into Population Health 
In compliance with Model Contract section 2.5.1, our 

 

As a voting member of our Quality Assessment 
Performance Improvement (QAPI) committee, she will help our Louisiana leadership team, address 
population health initiatives and overall strategy. In alignment with the Model Contract, we will deploy 
local CHWs as part of our CM staff across the State, providing critical feet-on-the-street assistance with 
locating, engaging, and coordinating enrollees' physical health, BH, and SDOH services, while working in 
alignment with our provider community, Case Managers, and CBOs. Our SDOH Coordinators support 
enrollees and CM staff throughout Louisiana, maintaining local CBO relationships to ensure access to 
needed services.  will 
work together to ensure the highest degree of integration between Humana’s clinical programs and the 
plan-wide initiatives and partnerships, including developing a mechanism for regular feedback and 
information-sharing with our SDOH Coordinators to link local efforts with Statewide priorities. 

Empowering Providers to Advance Population Health 
Humana Healthy Horizons in Louisiana’s Provider Engagement Model (PEM) drives our Medicaid 
provider support strategy and promotes administrative simplicity a single point of contact. Our PEM, 
supported by regionally dispersed, Medicaid staff, ensures timely claims processing and payment and 
improves provider quality and performance using a comprehensive suite of data analytics tools. It 
supports integrated care through tailored provider education, enabling providers to advance along the 
value-based care continuum and our Valued Care Plus (Valued Care+) value-based payment models. We 
offer participating providers a monetary incentive for each Humana enrollee's completed Notification of 
Pregnancy form to engage pregnant enrollees more quickly in our Moms First program. We incentivize 
enrollee assessment for SDOH needs, including food insecurity, using the Hunger Vital Sign™ two-
question screening tool. We provide training and tools to screen for food insecurity and discuss its 
health impacts with affected enrollees. We educate and empower providers to connect their patients to 
clinic and community resources. For example, in 2019 through our Bold Goal forum, we increased 
provider collaboration to integrate SDOH into the clinical setting. We engaged with the New Orleans 
Health Department and community stakeholders to form a Community Health Improvement Plan. When 
social support needs increased in 2020, we set an enterprise-wide goal to conduct three million Bold 
Goal screenings; we completed 6.2 million social needs screenings. Our enrollees had 816,000 more 
Healthy Days, with a 6.8% decrease in unhealthy days from the 2015 baseline year. Compared to 
Medicare fee-for-service, we achieved a 21.5% cost savings, driven by a 27.5% drop in inpatient 
admissions and a 2.5% reduction in ED visits in 2019. Our value-based payment providers are more 
successful at completing Medicare enrollees' primary and preventive care visits, with 87.5% assigned 
enrollees receiving a preventive care visit in 2020. By hiring local Case Managers and CHWs and using 
the Humana care gap data, our full-risk providers can address the SDOH that affect enrollees’ outcomes. 

2.6.4.1.5 Other Considerations on Our Approach to Improving Population Health 
We are committed to collaborating with other payers, CBOs, and providers to implement innovative 
population health initiatives. We select community partners and develop innovative pilots using careful 
analysis to identify the issues we can impact, such as the following proposed pilots and initiatives shown 
in Table 2.6.4.1-7. 
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2.6.4.2 Addressing Population Health in the First Year of the Contract 
We will submit our Population Health Strategic Plan to LDH at Readiness Review, and annually 
thereafter, per Model Contract Section 2.5.1. In addition to the 
Contract requirements and milestones addressed in Year One 
illustrated in Table 2.6.4.2-1, we continue to support New Orleans 
Mayor LaToya Cantrell's 2019 Generational Gun Violence 
Reduction Plan to reduce gun-related deaths over the next 50 
years. Since 1986, New Orleans has been one of the top five 
deadliest cities in the U.S. While 2019 was one of the city's most 
peaceful years, deaths increased by more than 60% in 2020. We 
know that creating employment opportunities improves health 
outcomes, reduces gun violence, and reduces costs to private corporations and governments. In 
partnership with the City of New Orleans, we are providing thought leadership, predictive modeling, 
and analytic tools to support employment-related interventions: CEO Works provides transitional 
employment reducing blight and cutting grass, for citizens returning from incarceration, and offers soft 
skills training, resume building, and professional development. Opportunity Youth Jobs connects youth 
who have disconnected from work and school with an eight-week soft-skills training program and 
employment opportunities through the City's Office of Workforce Development and Federal 
Department of Labor. Regular Summer Jobs Program, through the City's Recreation Department and 
the Office of Workforce Development, provides nearly 1,200 jobs for young people over five weeks each 
summer. Pathways Program, the Mayor's Office of Youth and Families 15-week internship program, 
pairs previously arrested youth with minority-owned businesses across New Orleans. Cognitive 
Behavioral Therapy and Haircuts offers free haircuts paired with cognitive behavioral therapy and 
employment opportunities to persons at increased risk of violence. Research suggests this is one of the 
most promising interventions for preventing violence. 
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2.6.4.3 Experience Using Data Regarding SDOH to Improve Health Equity 

Our experience using SDOH data to improve population health outcomes and health equity in our 
Louisiana MA and other Medicaid contracts prepares us to address population health issues. The 
following examples in Table 2.6.4.3 show how we identified an issue, the interventions we developed, 
how we assessed the interventions' impacts, and what outcomes we achieved. We have highlighted how 
we can apply this approach to population health and/or health equity priorities named in the Model 
Contract. 
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2.6.4.4 Humana’s Approach to Engage Providers, Enrollees, and Families 
Humana has a demonstrated history of engaging enrollees, and collaborating with CBOs and providers 
to improve health equity without replicating or duplicating services as shown in Table 2.6.4.4.  

Table 2.6.4.4: Engaging Enrollees, Families, and Providers 
Engaging Enrollees and Families: We work to understand enrollee needs and challenges, and meet them where 
they are. The 2019 Statewide Listening and Learning Tour engaged more than 250 community members from 
Alexandria, Baton Rouge, Shreveport, Monroe, Lafayette, Lake Charles, and New Orleans. It included interviews and 
focus groups with BH providers to assess regional needs. With Humana's support, the 2021 tour will be an 
opportunity for intimate, honest dialogue regarding issues affecting Black communities across the State to improve 
access to care, reduce health inequities, and improve overall health outcomes. We request frequent feedback via 
satisfaction surveys, Enrollee Advisory Councils, and through enrollee contact, which we incorporate into our overall 
population health/health equity approach to respond to enrollees' needs. We will also leverage EHR and HIE data to 
identify gaps in care for the enrollee population. To confirm we meet healthcare and SDOH needs, and resolve 
health equity concerns, our CM teams use motivational interviewing to engage enrollees and their families in 
person-centered care planning. 

Engaging CBOs and OPH to Coordinate Population Health and Increase Health Equity:  
 oversee our CBO contracts and our OPH relationship to coordinate 

population health-improvement strategies to increase health equity. As a Louisiana native with vast knowledge of 
the State and years of experience serving the local population, she is aware of the enrollee-health equity issues to 
target. To engage providers, our Valued Care+ models include incentives to address care gaps and health equity 
issues and encourage SDOH screening and referrals.  

Engaging Providers to Improve Health Equity: Providers who screen for SDOH may be eligible to receive additional 
payment incentives when a provider makes an SDOH referral to enrollees with identified needs and documents 
closure of the referral. Our Provider Relations staff will work with network providers to tailor training to each 
parish's disparities (e.g., provider trainings on institutional racism and how to address racial bias and unconscious 
bias), particularly those in parishes with high rates of Black infant and maternal mortality such as Caddo and Orleans 
Parishes. Recognizing the shortage of providers willing to serve under-resourced communities and the extra costs 
they incur, some states have adopted programs and more equitable provider payment mechanisms, as Louisiana 
has done with their Health Professional Shortage Area incentive program, to encourage providers to serve these 
communities and support those who do. We will assess the provider's readiness for our Valued Care+ value-based 
payment models and informational resources to support provider-led SDOH screening and referrals. 

2.6.4 Population Health 
12 of 12

66 of 230

CONFIDENTIAL

Humana 
Healthy Horizons, 
lnlouiskmo 



Section 2.6.5

Health Equity

Kingsley House Head Start program: Humana Healthy Horizons in Louisiana is 
partnering with Kingsley House to address a myriad of enrollees’ needs.

Humana 
Healthy Horizons™ 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417  

 
 

2.6.5 2.6.5 Health Equity 
Humana Healthy Horizons in Louisiana confirms adherence to Model Contract Section 2.6. 

2.6.5.1 Management Techniques, Policies, Procedures, and Initiatives 
Management Techniques: Humana integrates health equity into all aspects of our operations and it is a 
foundation of our approach. Humana's Senior Vice President and Chief Health Equity Officer, Nwando 
Olayiwola, M.D., MPH, FAAFP, works with leaders across the enterprise to ensure we fully integrate 
cultural sensitivity and racial empathy into the design of our programs, products, and services, while we 
collaborate with the broader healthcare community  

 
. As part of 

our commitment, Humana will pursue the National Committee for Quality Assurance (NCQA) Health 
Equity Accreditation Plus (transition from the Distinction in Multicultural Health Care, effective July 
2022) for our Louisiana plan and incorporate this goal into our Louisiana Health Equity Plan. 
Policies and Procedures: Humana embeds health equity into all its policies and procedures (P&Ps). 
Humana Healthy Horizons’ Culturally and Linguistically Appropriate Services (CLAS) Program guides our 
data-driven, comprehensive approach to reduce health disparities. The program is governed by our 
governing CLAS Program Description P&P, implemented through an annual CLAS Work Plan, and 
assessed by an annual CLAS Program Evaluation. As part of this process, our Quality Leadership teams 
review stratified data sets, including quality metrics, provider network cultural responsiveness analyses, 
and satisfaction measures, to pinpoint root causes of disparities and prioritize areas for intervention. We 
engage enrollees and community stakeholders to gain first-hand, highly localized information to inform 
our understanding of their needs. Under the direction of our  
departments use this information to launch targeted initiatives. This systematic structure enables us to 
take a proactive approach to identify disparities and employ data-driven initiatives to achieve 
measurable reductions in the health 
inequities. 
Initiatives to Promote Health Equity: Our 
experience addressing the long history of 
racial inequity and health disparities has 
informed our approach and commitment to 
closing the disparity gap. In 2020 we 
enhanced our Humana Hometown Support 
model in response to increased community 
focus on racial equity and health disparities. 
Humana donated $11.5 million and 160,000 
associate volunteer hours focused on 
rebuilding, relief, equity, and inclusion 
efforts in Louisville. Our lessons learned and 
best practices have shaped our highly 
localized, data-driven, national approach, 
depicted in Figure 2.6.5.1-1, which we will 
bring to Louisiana. 
Approach for Louisiana: Our dynamic 
approach prioritizes a full understanding of our Louisiana Medicaid membership, augmenting our robust 
data collection processes through our Louisiana-based associates and direct engagement with enrollees, 
providers, and community organizations. To date, we have engaged with over 100 stakeholders across 
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every region of the State as part of our Health Equity Listening Tour to learn about regional challenges 
and nuances faced by the state's diverse populations. These insights have shaped our enrollee 
engagement approach for Louisiana and enables us to be fully prepared to effect change upon Contract 
award. Recognizing that significant strides require system-wide change, Humana will seek collaboration 
with the Louisiana Department of Health’s (LDH) Office of Community Partnerships and Health Equity, 
the LDH Office of Public Health, other selected managed care organizations, and community partners 
to convene a workgroup to examine disparities and identify interventions to drive systemic change. 

2.6.5.2 Strategies to Recruit, Retain, and Promote Medicaid Personnel and Leadership 
Humana's Diverse Talent Strategy team oversees organizational efforts to recruit, develop, and retain 
diverse talent. Further, our Medicaid Inclusion and Diversity Team convenes senior Medicaid leadership 
to discuss ongoing opportunities, events, and training to create an inclusive and equitable environment 
companywide. We will rely upon the following strategies to ensure our staff consistently represent our 
Louisiana plan membership: 
Recruit: We will hire Louisiana-based associates across every region of the State to reflect the 
linguistic and cultural needs of our expected membership. Our recruitment plan is based on recent 

data specific to Louisiana's Medicaid population, including Census data 
and Community Health Needs Assessments (HNAs), to prioritize creating 
an associate-enrollee demographic match.  

 
 

 We use Balanced Interview Panels to ensure our interview process includes adequate, diverse 
representation. Our leadership team blends state-specific knowledge and experience with expertise in 
Medicaid. Today our Medicaid market leaders have lived in the states 
they serve for an average of 30 years. 
Retain: Humana focuses on creating an exceptional associate 
experience by engaging over 90% of our enterprise-wide associates in 
feedback forums and engagement strategies that enhance our 
operations. Humana's Network Resource Groups (NRGs) are associate-
led forums that offer a powerful opportunity for leadership, inclusion, 
and career advancement and ensure underrepresented communities 
have a voice in our operations. Examples include IMPACT, our African 
American NRG, and Pride, an NRG for LGBTQI+ associates and allies. Our Pride NRG is currently leading 
efforts to enhance our clinical platform to integrate pronouns, gender-assigned at birth, and chosen 
name. In response to recent growth in our Medicaid business, we launched a Native American and 
Indigenous NRG in 2020. We regularly conduct internal reviews and external market benchmarking of 
associate pay. This includes a comparison of compensation trends between demographic classifications, 
such as gender and ethnicity, to ensure oversight of the equality of our practices. 
Promote: Humana's Talent Ready Pipeline program readies diverse internal associates ready for 
immediate promotion or for a developmental move that could equip them with experience to prepare 
for a future promotion. A program manager collaborates with the associate, their leadership, the 
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recruiting team, and hiring leaders to advocate for career development opportunities. Humana's 
Mentoring Circles create formal, accountable structures for leaders to mentor a circle of associates 
guided by written and tracked goals to achieve by the end of the six-month program. 

 
 

 
 

 
 

 
 

 
 

 
 

2.6.5.3 Organizational Practices to Ensure Culturally and Linguistically Appropriate Services 
Humana's CLAS Program, guided by the Enhanced CLAS Standards developed by the Department of 
Health and Human Services Office of Minority Health, outlines our Medicaid P&Ps to ensure we deliver 
culturally appropriate care, including guidelines and expectations for our providers. 
Organizational Approach: In addition to our tailored recruitment campaign described in Section 2.6.5.2, 
Humana takes extra measures that account for enrollees' spoken languages, communication abilities, 
and individual needs. Humana’s Concierge Service for Accessibility provides interpreters and alternative 
formats to enrollees who request or indicate a preference for communications to be delivered in a non-
English language and works to proactively resolve any 
barriers to care. Enrollees can self-refer to our 
Concierge Service, or be referred by a Humana 
associate, provider, or community partner. Once an 
alternative format is requested, this becomes a 
“standing request” and we send all future enrollee 
communications in this format. Through our Concierge 
Service, our proficient interpreters regularly contact 
each identified enrollee to read their communications 
over the phone, assist in arranging healthcare services, and understand their health care needs. Further, 
all enrollee-facing associates have access to resources to help facilitate the assessment and care 
planning process for non‐English speaking and nonverbal enrollees. Where possible, we assign enrollees 
a Case Manager who speaks their preferred language; if this is not possible, our Care Coordination team 
engages an interpreter. Our translation and interpretation services include more than 200 languages 
and American Sign Language (ASL) in person or virtually. We regularly translate enrollee materials into 
the most prevalent languages across our membership. For enrollees who are visually or hearing 
impaired, we use teletypewriter, braille, and other interventions to facilitate full engagement. 
Provider Approach: We employ industry leading best practices within our P&Ps to hold our network 
providers to the same standards we hold ourselves, to support the delivery of CLAS; see Table 2.6.5.3-1: 
Table 2.6.5.3-1: Approach to Ensuring Providers Deliver CLAS 
Network Development: Humana's Network Development Plan prioritizes recruiting diverse providers who align with 
the cultural preferences of our enrollees. During contracting, we target providers with unique cultural and linguistic 
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specialties and ensure we include providers who can serve enrollees with physical and intellectual disabilities. All 
provider contracts require providers to treat Enrollees without prejudice. 
Matching Enrollee and Provider Needs: Through our credentialing process, we collect data on provider gender, race, 
ethnicity, and languages spoken. Provider language and gender information is available in the online and print provider 
directory, in English and Spanish (other languages available upon request), enabling enrollees and associates to select 
practitioners that are best able to meet their needs. The online provider directory allows enrollees to filter by language 
and gender. Our primary care provider (PCP) auto assignment factors in language. 
Provider Support: In addition, providing education on CLAS, we provide training on CLAS to providers and work with 
them directly to understand the needs of their panel and assist them in establishing P&Ps and infrastructure to deliver 
CLAS consistently. Providers can use Humana's Practice Transformation Fund to enhance their language and 
accessibility services, such as hiring bilingual staff or interpreters.  
Ongoing Monitoring: We regularly compare membership and provider demographic data against network access 
standards to identify areas for improvement to incorporate into our CLAS Work Plan. Our Kentucky market, identified a 
shortage of Spanish-speaking psychiatrists in regions with high concentrations of enrollees whose primary language is 
Spanish; we deployed targeted outreach and support to connect providers with enhanced language supports. 

 

2.6.5.4 Capacity to Develop, Administer, and Monitor Completion of Training Materials 
Humana Staff and Subcontractors: Humana requires all new 
associates complete cultural competency trainings upon hire, with 
annual refreshments and re-trainings as necessary. Developed by 
our Learning and Development team, the training includes 
modules on cultural sensitivity and responsiveness, CLAS 
standards, and health equity. All Humana leadership is required to 
complete implicit bias trainings. Our Medicaid Culture, Engagement, Inclusion, and Diversity team 
recently refreshed our onboarding process to apply a lens of health equity to all training materials. 
Training is administered through the Humana Learning Center, our enterprise-wide, centralized 
Learning Management System, which distributes training content, monitors completion, reports 
progress, and retains training documentation and data.  

 

 
 

 
 

 
 

Network Providers: Our Provider Engagement team collaborates with Quality and Provider 
Performance Improvement teams to develop our required orientation and annual trainings, which 
include sessions on cultural competency, health equity, and 
implicit biases. Our required cultural competency training 
addresses clear communication, based on the Teach Back and Ask 
Me 3 methods: understanding subcultures and how cultures 
influence healthcare experiences; and understanding the needs of 
people with disabilities and their caregivers. Through our Provider 
Education e-learning library, providers can access more than 340 co
on children, youth, and adolescent populations and 20 courses about trauma-informed care. We track 
and monitor training completion and conduct outreach to providers out of compliance with required 
trainings to continuously refine our training. We regularly work with local universities and community-
based organizations (CBOs) to create state-specific Continuing Medical Education on cultural 
competency and health equity.  
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2.6.5.5 Engaging Stakeholders in Improving the Health of the Community 
Humana has more than 20 years of experience working with community 
representatives to build trust and gain a deeper understanding of the 
populations we serve. Our various engagement forums formally report 
to our market based Quality Assurance and Performance Improvement 
(QAPI) Committee to ensure diverse perspectives are incorporated into 
our P&Ps, initiatives, and processes. Our local Community Engagement 
team engages partners in every parish to tailor our strategies for 
improved community health and addressing disparities to local 
circumstances. Our enrollee strategies are described in Section 2.6.5.12. 
Community Members: Humana engages community members through the following avenues: 
• Community Advisory Committee (CAC): Our CAC will organize a mix of participants, including local

nonprofits, CBOs, providers, enrollees, enrollee advocates, and other stakeholders, for input on our
programs and initiatives. We will rotate CAC meetings across all regions in the State, maximizing the
opportunity for participation from representatives of different cultural and socioeconomic groups.

• Listening Sessions: To provide a more frequent and informal forum for enrollee and stakeholder
input, Humana will host Listening Sessions in every region of the State throughout the year, at our
five Humana Neighborhood Centers and community partner locations to meet our enrollees and
community representatives where they are. We have already met with the Urban League and the
Legislative Black Caucus to kick-off our Louisiana Listening Sessions.

• Ongoing feedback reported through enrollee and community-facing associates

Engaging Healthcare Providers: Our robust, Provider Support team engages providers through direct 
engagement strategies and reports provider feedback on an ongoing basis. We also host Provider 
Advisory Councils (PACs) in each of our Medicaid markets. In Louisiana, we will ensure PAC participation 
from a variety of provider types, including behavioral health (BH) providers and OB/GYNs, as well as at 
least one provider from each region.  
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Our Florida plan recently partnered with a local non-profit to launch an educational campaign to support Black 
mothers and babies by enhancing health literacy on the prevention of low birthweight births, prenatal care, 
BH, and the importance of nutrition and exercise. We created targeted content for World Mental Health Day to 
address mental health while pregnant in the midst of COVID-19 and racial injustice. Via this campaign, we saw 

increases from 9.1% to 53.1% in pregnant women intending to discuss nutrition and 18.2% to 56.3% in 
pregnant women intending to discuss breastfeeding with their Providers. Results showed an increase of 
more than 90% in understanding low birth weights and over 37% increase in understanding the importance 
of exercise during pregnancy. 

Provider input through advisory boards has led to some of Humana's most successful programs in our Florida 
market. During a Community Advisory Board, a hospital group expressed that new mothers could benefit from 
care coordination from the moment of delivery. We subsequently launched our Humana Storks program through 
which we deploy a Enrollee Advocate to the hospital upon notification of delivery to educate the new mother on 
how to access health services. The Enrollee Advocate also brings a care delivery package, including a diaper bag, 
diapers, and a toy, as well as health education information. We immediately connect new moms to our Moms 
First Care Management program during the visit, which has yielded an 85% engagement rate . We continue to see 
success through this program: 91% of engaged enrollees complete a well-child visit within the first 14 days of life 
and 70% of engaged enrollees completed a postpartum visit. Humana has since replicated this model in hospitals 
across our Florida and Kentucky markets and will implement this program in Louisiana. 
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2.6.5.6 Using Community Health Workers, Peer Support Specialists, and Doulas  
Humana currently utilizes Community Health Workers (CHWs), Peer Support Specialists, and doulas 
across our Medicaid programs; we describe our approach in Table 2.6.5.6-1.  
Table 2.6.5.6-1: Experience and Approach to Using CHWs, Peer Support Specialists, and Doulas 

Role Experience and Approach 
Community 
Health 
Workers 
(CHW) 

These highly localized staff cultivate relationships with enrollees, community stakeholders, and 
providers and connect enrollees with critical community programs. We hire CHWs from the 
communities they serve, based on their strong ability to locate and engage enrollees, provide 
culturally appropriate supports, and connect with CBOs in their assigned region. CHWs perform feet-
on-the-street functions targeting high-risk and unable-to-contact enrollees to connect them to 
appropriate resources. In our Wisconsin plan, our CHWs have achieved significant improvements in 
connecting enrollees to stable housing. Milwaukee is routinely listed as one of America's most 
segregated cities and evictions are common. Since 2019, over 100 Humana enrollees who received 
housing assistance through CHW engagement remain in stable housing to this day.  

 
 

 
 

Peer Support 
Specialists 
(PSS) 

We connect enrollees with BH needs, including pregnant enrollees and those with substance use 
disorder (SUD), with an in-person Peer Support Specialists PSS to assist with recovery planning, skill 
building, counseling, relapse prevention, social determinants of health (SDOH) support, and health 
education. We engage the PSS in the enrollee's Interdisciplinary Care Team to promote collaboration. 
In Louisiana, we will work with local advocacy groups, including local National Alliance on Mental 
Illness chapters, Mental Health America, and family advisory councils to develop and expand PSS 
supports. 

Doulas Doulas support our pregnant enrollees and their families in prenatal, postpartum, and pediatric care, 
connecting families to important community supports and providing individualized health education. 
We work with local organizations, focusing our efforts on underserved communities, to provide our 
enrollees with doula supports that match their cultural and linguistic needs. We describe our 
Louisiana approach in Section 2.6.5.13. 

Measurement and Evaluation: Our clinical teams examine clinical and quality measures, satisfaction survey data, 
utilization metrics, care gap closure, SDOH referrals, and appointment adherence (including prenatal and postpartum 
care) to identify successes and areas for improvement. We stratify these metrics by various enrollee demographic 
factors and compare enrollees engaged versus not engaged to identify variations in care delivery and outcomes. 

 
 Program metrics will be formally reported to our QAPI 

Committee monthly to provide a forum for cross-functional integration. 
    

2.6.5.7 Engaging Medicaid Consumers and Trusted Messengers  
We engage trusted messengers through the processes described in Section 2.6.5.5. We have established 
specific activities to engage diverse community voices to help inform our organization’s approach to 
delivering culturally appropriate and equitable care to Louisianans, as described in Table 2.6.5.7-1.  
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Evaluating Effectiveness: Our Community and Provider Engagement teams monitor participation rates 
and engagement strategies to ensure our committees effectively assemble a representative set of 
perspectives that match the diverse needs of our enrollees. We present our CLAS Program Description 
and Work Plan to our enrollees, providers, and CBO partners via these forums, leveraging their 
perspectives to shape our strategies and enhance our services to effectively address local health 
disparities. Each committee will report directly to our Louisiana QAPI Committee. At each committee 
meeting, we update attendees on how their feedback has been incorporated into our quality 
improvement (QI) strategies. 

2.6.5.8 Data Collection Procedures Related to Enrollees' RELD Status, and Geography 
Data Collection: To supplement demographic data received directly from State enrollment files, we 
collect enrollee race, ethnicity, language, and disability (RELD) and geographic information through the 
comprehensive assessment, the HNA, interactions with enrollee-facing staff, a self-reporting form 
available through the online enrollee portal, intake forms for clinical programs, and data received from 
providers. We supplement our data intake processes with information from CBOs, local reports (such as 
community HNAs), and Z code submissions. 
Using Data to Inform CLAS: We use enrollee RELD and geographic data to: ensure our CLAS are 
appropriately serving our membership; conduct ongoing monitoring of our provider network to ensure 
cultural responsiveness; and tailor our enrollee engagement strategies. We also stratify our quality and 
satisfaction metrics by RELD data to pinpoint disparities and identify root causes. Our approach to using 
RELD and geographic data to reduce disparities, described in Section 2.6.5.10. 

2.6.5.9 Utilizing RELD and Rural/Urban Data to Improve Outcomes and Address Disparities 
Humana incorporates RELD and geographic data in the development of our programs and initiatives. In 
our Florida market, recent stratification of hospital readmission rates revealed that sickle cell disease, a 
condition that disproportionately affects our Black enrollees, accounted for 15% of total readmissions. 
We forged a partnership with Johns Hopkins University to create a Sickle Cell Center of Excellence to 
develop best practices and disease-specific education to guide our interventions. As a result, we 
achieved a 7.2% decrease in readmissions associated with sickle cell disease from 2017 to 2018. We 
describe our approach for Louisiana in Sections 2.6.5.8 and 2.6.5.10. 
 

2.6.5.10 Stratifying, Analyzing, and Acting on Data Regarding Inequities in Care 
Data Stratification: Our internal quality dashboards report and trend performance on all quality 
measures and sub-measures. Stratification of enrollee data by all demographic factors, including but not 
limited to RELD, ZIP code, provider group, and heat mapping, enables us to analyze our membership 
from a variety of angles and define populations for interventions. 
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Using Data to Address Inequities: Our approach to develop, maintain, monitor, and adjust initiatives, 
stems from the Plan-Do-Study-Act (PDSA) data-driven improvement cycle. We incorporate continuous 
quality improvement in our quality analytics to ensure we can conduct rapid root cause analysis and 
adjust our interventions on an ongoing basis.  

 

 
 

Table 2.6.5.10-1: Approach to Stratifying, Analyzing, Acting on RFP Measures 
Measure Approach 
2.6.5.10.1 Pregnancy: 
Percentage of Low 
Birthweight Births 

Stratify: By RELD, geographic data, age, provider, and delivery hospital 
Analyze: Understand the intersection of timeliness and frequency of prenatal care, 
RELD, neighborhood, and low birth weight births, understand correlation between 
postpartum visit completion and contraceptive care  
Act: Adjust approach to Moms First program; work with community partners and 
OB/GYNs to address disparities, such as our NOEH CHW program to increase access to 
needed services and provide individualized education; deployment of digital resources, 
such as the  

 

2.6.5.10.2 Contraceptive Care 
- Postpartum Women Ages
21-44

2.6.5.10.3 Child: Well-Child 
Visits in the First 15 Months 

Stratify: RELD, geographic data, rural versus urban, provider, and provider type  
Analyze: Understand relationship between performance and local variations, work with 
trusted messengers and enrollees and their families to understand barriers to care. 
Assess if enrollees receiving services at school-based health centers (SBHC) or other 
provider types have different rates than enrollees in similar geographies receiving care 
from other provider types to ensure appropriate care delivery.  
Act:  

   

2.6.5.10.4 Childhood 
Immunizations (Combo 3) 
2.6.5.10.5 Preventive Dental 
Services 
2.6.5.10.6 Immunizations for 
Adolescents (Combo 2) 

2.6.5.10.7 Adult: Colorectal 
Cancer Screening 

Stratify: RELD, geographic, rural versus urban, provider group 
Analyze: Identify areas or populations with high incidence of cancer but lower rate of 
screening to deploy targeted screening campaigns  

2.6.5.10.8 HIV Viral Load 
Suppression 

Stratify: RELD, geographic, rural versus urban, provider, age, gender 
Analyze: Newly diagnosed enrollees or enrollees with an uncontrolled viral load to 

  
  

2.6.5.10.9 Cervical Cancer 
Screening 

Stratify: RELD, geographic, rural versus urban, provider group 
Analyze: Identify areas or populations with high incidence of cancer but lower rate of 
screening to deploy targeted screening campaigns  
Act: Inclusion of colorectal cancer screening in VBP programs, participation in Taking 
Aim at Cancer Louisiana, quality outreach campaigns tailored to support improvement 
and customization in any RELD-identified disparities 
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2.6.5.11 Leveraging Data Analysis and Community Input to Address Outcome Inequities 
Experienced by Black Enrollees and Their Newborns  
Robust data collection, stratification, and analyses allow us 
to identify when and where a disparity occurs. We describe 
the measures we propose to analyze in Section 2.6.5.13. 
We use our feedback mechanisms with trusted messengers 
to understand what is working well and where we can 
make improvements.  

  
• Our Community Engagement team will conduct targeted outreach to pregnant Black enrollees to

promote participation in our Enrollee Advisory Committee.
• We will administer an Enrollee Experience Survey to Black moms following postpartum visits to

assess their satisfaction with their care, enabling regular monitoring.
•

• We will incorporate external sources, such as the Louisiana State Health Assessment Dashboard, the
findings of the Louisiana Perinatal Quality Collaborative Reducing Maternal Morbidity Initiative, and
recommendations of the Healthy Moms, Healthy Babies Advisory Council Report,

Through routine reporting to our Louisiana QAPI Committee, we will integrate this feedback into our 
data analyses and evaluate the effectiveness of these strategies, continuously refine our approach, and 
implement targeted interventions to measurably reduce inequities experience by Black enrollees and 
their newborns. 
Data Analysis and Community Input in Action: Humana Healthy Horizons is making an intentional 
commitment to reduce the health inequities faced by pregnant and new mothers across our Medicaid 
markets. Humana's Bold Goal organization and our Chief Health Equity Officer, Dr. Nwanda Olayiwola, 
M.D., MPH, FAAFP, sought to engage a trusted community partner to develop a highly localized, person-
centered program to reduce disparities. Based on their proven success and highly localized approach,
Humana chose to partner with Volunteers of America (VOA) to develop and scale a Family Focused
Recovery (FFR) program for pregnant enrollees with SUD nationwide. Beginning in our Kentucky
market, we further invested in this model based on thorough analysis of national, local, and
membership-specific data, as well as feedback gleaned from VOA's local expertise and broad community
reach. Through this program, mothers and their children remain together during treatment, which
significantly improves physical, BH, and SDOH outcomes. In Kentucky we saw: 25% increase in treatment
completion rates compared to traditional service programs; 84% of women did not have new
Department of Children & Family Services cases opened during treatment; and 67% of infants did not
require NICU services. Based on community feedback from our Health Equity Listening Tour and local
data analyses, we believe this program will drive significant improvements in maternal health disparities
experienced by minority mothers in Louisiana. Humana will expand our FFR program with VOA into
Louisiana upon contract go-live.

2.6.5.12 Using Feedback from Enrollees and Their Family Members  
Through formal reporting to our QAPI Committee, we ensure enrollee feedback and data gleaned from 
across operational areas is aggregated, analyzed, and incorporated into our P&Ps, initiatives, and 
processes. We will collect and analyze enrollee feedback through the following mechanisms:  
• Our EAC will convene a diverse set of representative enrollees in a formal, ongoing feedback loop.
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Our local Community Engagement team will conduct thorough analyses of the local population based 
on available data and input from community stakeholders to drive our enrollee recruitment strategy. 
We will host quarterly EACs in a different region of the State at a CBO or Humana neighborhood 
location to maximize participation. We will update all meeting attendees on how their feedback is 
incorporated in our QI strategies. 

• Satisfaction data collected through CAHPS© surveys, satisfaction with clinical programs surveys,
Voice of Consumer surveys conducted after all Call Center interactions, and routine Pulse Surveys. In
our annual CAHPS survey, Humana will oversample identified minority groups if initial results
provide inadequate information to draw conclusions to inform programming for these groups.

• Trending of operational data, including Grievance and Appeals and language line utilization
• Qualitative feedback reported through enrollee-facing staff, including Case Managers and CHWs
Examples of using enrollee feedback to improve our operations, detailed in Table 2.6.5.12-1.

  
  

 
 

 
 

 
 

 
 

 
 
 
 

 
 

 
 
 

 
 

 
 

 
 

 
  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

2.6.5.13 Outcome Measures to Improve Pregnancy and Birth Outcomes for Black Enrollees 
We will implement the initiatives described in Table 2.6.5.13-1 in Louisiana prior to Contract go-live and 
will monitor their effectiveness through the corresponding outcome measures. 
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•  

2.6.5.14 Experience and Approach to Engage Parents/Adolescents in Decreasing Disparities 
With experience serving over 400,000 children across our Medicaid programs, Humana understands the 
vital role that early, age-appropriate screenings play in the identification of pediatric health needs and 
the specific targeted interventions that nurture lifelong healthy behaviors.  

 
collaborate to ensure we administer EPSDT benefits in a timely and equitable fashion. Our 

previously described data analytics and community input strategies, described in Section 2.6.5.7, enable 
us to tailor our strategies to the needs of our Louisiana pediatric enrollees and their families. 

2.6.5.14.1 Well-Child Visits and Vaccination Rates for Children and Adolescents 
Experience: Examination of our utilization and encounter data revealed that 2,525 pediatric enrollees in 
the Southern regions of our Florida Medicaid population had no evidence of primary care visits in the 
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previous 18 months. We subsequently developed an in-person outreach campaign, providing field-
based staff to perform home visits to those enrollees. To ensure an understanding of local cultures and 
socioeconomic dynamics, the field staff was recruited from the communities they were in to conduct 
outreach. During home visits, field staff assisted with PCP appointment scheduling and provided a list of 
any needed screenings or gaps in care to take with them to the appointment. The field staff also helped 
with transportation, PCP assignment changes, and referrals to SDOH resources. Upon completion of the 
campaign, 529 enrollees closed the gap for access to primary care, achieving an average of 4.5 times 
more other required preventive services and treatments than the remaining pilot enrollees. These 
differences in services included 6.5 times more wellness exams, 50% more young child immunizations, 
and 52% more adolescent immunizations. 
Proposed Approach: We will implement the following initiatives in Louisiana: 
•

• 

2.6.5.14.2 Preventive Dental Services for Children and Adolescents 
Experience: In our Florida plan, Escambia Community Clinics (ECC), a federally qualified health center 
(FQHC) that includes pediatric, dental, and family practice providers, shared that children in 
underserved communities were not receiving critical preventive dental care. As a result, we assisted ECC 
in procuring a mobile dental clinic to enhance dental care delivery. Our regional Community 
Engagement leader, who also sits on the local parent-teacher association board, worked with the local 
school district to connect schools and children to ECC's mobile clinic to improve access to dental services 
directly at schools, including oral health exams and sealants. More than 1,140 children received 
approximately 2,600 total services since program launch. Through Humana’s support, more than 20 
schools have participated in the initiative. We continue to build on the success of this collaboration by 
expanding into additional schools, after-school day care, summer camps, and more. 
Proposed Approach: Prior to go-live, we will work with LDH and the dental PBM to share real-time 
outcome and utilization data for pediatric dental care, to ensure all parties have the most complete 
data to conduct analysis, stratification, and to tailor our approach. We will implement the following 
initiatives, ensuring coordination with LDH, the dental PBM, and local schools and FQHCs:  
•
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2.6.6 2.6.6 Care Management 
Humana Healthy Horizons in Louisiana has reviewed and confirms adherence to the Louisiana 
Department of Health (LDH) expectations and requirements in RFP Section 2.6.6, Model Contract 
Section 2.7 Comprehensive Care Management Program and MCO Manual Part 5: Care Management, 
to offer an integrated, person-centered Care Management (CM) program to support enrollees, 
regardless of age, based on an individualized assessment of care needs. Humana will follow the criteria 
set forth in 42 C.F.R. §483.100 - 138. 

2.6.6 Humana's Approach to Meeting Care Management Requirements 
Humana's human care approach to managing enrollees’ care needs encompasses a set of activities to 
improve patient care and health outcomes, and reduce the need for unnecessary medical services. Our 
person-centered model enhances coordination of care, eliminates duplication, and engages enrollees 
and caregivers in managing their chronic health conditions. As discussed below, our approach comprises 
four key components: 

1. Person-Centered Collaborative Approach: Our Empowered Care Plus (Empowered Care+) whole-
person health model supports enrollees through fully integrated, co-located physical health and
behavioral health (BH), and social determinants of health (SDOH), placing the enrollee at the center
of the model and emphasizing their involvement at every step of their healthcare journey.

2. Advanced Data Analytics: Humana's proprietary Integration Plus Population Health (Integration+)
platform uses data analytics and predictive modeling to stratify enrollees, identify at-risk
individuals who could benefit from CM, outreach and support, and continuously monitors them for
a change in condition.

3. Integrated and Specialty Assessments: Our integrated assessment contains physical health, BH,
and SDOH elements. It drives our person-centered Empowered Care+ model in the care planning
process, incorporating results from the Health Needs Assessment (HNA) and our other
comprehensive assessments, and facilitating engagement with enrollees. Our care planning process
uses the specific, measurable, actionable, realistic, and time-oriented (SMART) goal framework. We
share the enrollee's Plan of Care with the Interdisciplinary Care team (ICT), with the enrollee's
permission.

4. Ongoing Monitoring: Our Integration+ platform monitors enrollee condition changes, and alerts
the CM team and enables our Case Manager to track activity daily. Case Managers maintain
regular, in-person, and telephonic contact with their enrollees to address care gaps and ensure
timely delivery of services.

Humana's Person-Centered Care Management Approach 
Our person-centered, Empowered Care+ whole-person health model puts the enrollee in the center of 
every decision with their Case Manager as their single point of contact. As illustrated in Figure 2.6.6-1 
Comprehensive Care Management Team Model, our Case Managers, registered nurses (RNs), and 
licensed mental health professionals (LMHPs) provide clinical management, intensive monitoring, and 
follow‐up of high-risk enrollees. Our Case Managers oversee the Plan of Care development and confirm 
appropriate referrals via timely two‐way transmission of service information, beyond what the primary 
care provider (PCP) provides. The Case Manager leads the ICT meetings; works with our Housing 
Navigators and community health workers (CHWs) to address enrollees' SDOH needs; and supports safe 
transitions between institutional and community care settings. Our Case Managers' key objective is to 
help our enrollees achieve their best health through integrated care delivery, and then move to self-
management. We use data analytics and enrollee experience to promote engagement while our Case 
Managers and providers encourage enrollee behavior change through proactive clinical outreach and 
increased access to PCPs, medical homes, and specialty care. We promote improved enrollee health by 
addressing the individual's risk factors that adversely affect their physical health and BH, such as 
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substance use disorder (SUD), SDOH concerns, and health 
disparities. Our integrated Comprehensive Care Support 
(CSS) team will exchange information that supports our 
enrollees with co-occurring, complex needs. Our 
Integration+ platform supports efficient coordination, 
delivery, and direct management of covered physical 
health, BH, and SDOH services to address gaps in 
care, automate care planning, monitor compliance, 
and improve patient outcomes. Between November 
2019 and March 2020, our Florida Managed 
Medical Assistance CM program achieved the 
following positive CM utilization changes for our 
Medicaid enrollees: 
• Diabetes: 28% reduction in inpatient admissions;

95% had a PCP visit in the last year
• Asthma: 13% reduction in inpatient admissions; 93% had

a PCP visit within the past year; 49% developed an
Asthma Action Plan

• Heart Disease: 26% reduction in inpatient
admissions; 97% had a PCP visit in the last year

• Sickle Cell: 11% reduction in emergency department (ED) visits; 85% had a PCP visit within the last
year

Ongoing Monitoring to Meet Each Enrollee's Individual Needs 
Our Case Managers monitor their assigned enrollees, in-person or by phone to confirm and reinforce 
the enrollee's SMART goal progress and outcomes. The Case Manager also monitors automated care 
gaps and system-generated alerts based on data analysis and information received from claims, 
assessments, and community data. We also use our data algorithms system monitoring to identify 
individuals with a change in condition through:  

 
hen combined, these monitoring systems can identify enrollees 

who may qualify for Case Management. Once our data analytics identify the enrollee, the Integration+ 
platform automatically generates a CM referral and sends it to the appropriate Case Manager for 
outreach. Finally, we monitor contract compliance using the CM and Leader Dashboards, which 
calculates the minimum next contact and reassessment time frames. Our Quality and Compliance teams 
review our enrollee CM files, including assessments, Plan of Care, and contact documentation to ensure 
the quality of our work and to help identify any training needs. 

2.6.6.1 Process for Ensuring Successful Completion of HNA Within Required Time Periods 
We will complete enrollee HNA screenings within 90 calendar days of the enrollment effective date as 
required by 42 C.F.R. §438.208(b). The initial welcome call and outreach includes the HNA. We will 
leverage in-person, telephonic, web-based, and print methods to engage enrollees in completing the 
HNA. If our initial outreach attempt is unsuccessful, we will make three attempts (and document our 
efforts), at different times of the day and on different days of the week. For enrollees identified as high 
risk, such as individuals with chronic conditions, pregnant women, or people with special needs, our 
CM team will engage the enrollee and assist in completing the HNA, in anticipation of their inclusion in 
CM. Our CHWs will go into the community and attempt to locate and conduct in-person outreach to
unable-to-contact (UTC) enrollees whom we identify for CM. When our CHW successfully engages a UTC
enrollee in CM, they conduct a three-way call with the assigned Case Manager to facilitate a direct

Figure 2.6.6-1: Comprehensive Care 
Management Team Model 
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introduction and schedule a time to complete a comprehensive assessment. We have been successful 
completing the HNA for our Louisiana and Illinois Medicare Advantage (MA) members, and for enrollees 
in similar Medicaid markets, within the required time frames including: 
• In Kentucky, we averaged 96.59% health risk assessment completion rate between March 2020 and

December 2020.
• In Illinois, in 2020, we averaged 95% health risk assessment completion, and in the first quarter 2021,

we averaged 99.2% completion rate within 90 days of enrollment, among those members who were
willing to participate and who could be reached.

2.6.6.2 Tools to Identify Individuals Who Can Benefit from Case Management 
We use risk stratification sources to identify enrollees who may benefit from CM including the HNA and 
comprehensive assessment, medical and pharmacy claims and utilization data, New Member Predictive 
Model (NMPM), referrals from inpatient physical health and BH facilities, and the nurse triage or BH 
crisis lines. When an HNA flags conditions that may benefit from Case Management, such as pregnancy, 
comorbid conditions, or SUD, a Case Manager reaches out to the enrollee and completes a 
comprehensive assessment. We use a variety of data sources to identify an enrollee's emerging needs: 
Flags on LDH enrollment files via the 834 report; referrals from the enrollee, family members/caregivers, 
PCP, or specialists; State Medicaid and other LDH staff, and Humana and community agency staff. We 
also use health information exchange and medical history data, when available, predictive modeling and 
risk stratification. This comprehensive data set is more reliable than traditional identification methods 
that over-emphasize hospital admissions and acute diagnoses, or under-emphasize issues that suggest 
disability or frailty. Our predictive model provides risk stratification for enrollees whom we identify as a 
potential candidate for CM. Our proprietary NMPM compiles and analyzes the enrollee's data elements 
and assigns initial risk stratification within 30 days of enrollment, based on multifactor claims analysis. 
The predictive model notifies the Case Manager when there are modifications in stratification that could 
indicate a change in their assigned enrollee's condition. The NMPM identifies new enrollees for initial 
Case Management engagement and outreach. As described in our response to Model Contract Section 
2.6.6.4, we maintain three CM Tiers and Transitional CM for enrollees moving between care settings. 
Case Managers determine the final risk and CM Tier for the enrollee, which guides our enrollee 
engagement by CM tier and risk score. Once stratified, the enrollee's Plan of Care is completed within 30 
days of identification for Tier 3 or Tier 2, and within 90 days for Tier 1. 

In compliance with Model Contract Section 2.7.2.1, we will attempt to conduct LDH-developed, 
common survey-based HNA, as part of the Enrollee Welcome Call, to identify physical health, BH, and 
functional needs. During the HNA or comprehensive assessment, any noted key triggers automatically 
refer the enrollee for CM. Our Integration+ platform identifies enrollees in need of outreach using data 
algorithms and predictive models from claims, diagnosis, utilization patterns, and community factors to 
inform initial risk stratification. This stratification drives Case Management assignment and matches the 
enrollee with the Case Manager who can best assist them in closing gaps and obtaining their best 
health. For example, we will match an enrollee who has a primary BH concern with a LMHP Case 
Manager, and an enrollee with a primary physical concern to an RN. We pair enrollees whose needs are 
primarily related to SDOH or care coordination with a social worker. All Case Managers can access 
additional physical health and BH specialties within their team to support their work with the enrollee.

2.6.6.3 Engaging Enrollees Who May Benefit from Case Management 
Humana uses multiple methods to engage enrollees, or a child's parent/legal guardian or caregiver, who 
may benefit from Case Management, including informational mailings, outreach campaigns, care 
coordination, and digital communication solutions. In alignment with Triple Aim, we actively engage our 
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enrollees to improve health outcomes, and support self-management of chronic conditions, resiliency, 
and recovery, which ultimately reduces costs. 

For those enrollees with active care gaps, no recent PCP visit, or an incomplete HNA, our enrollee 
outreach campaigns include regular telephonic outreach, alerts via Humana's digital platforms, including 
the MyHumana Enrollee Portal, our Go365 mobile application, and email. 

We perform telephonic outreach, and if we are unable to locate a high-risk enrollee who may benefit 
from Case Management, we enact our UTC protocol, using locally based members of the CM team to 
assist in connecting and engaging with those enrollees. Our enrollee outreach and engagement for 
enrollees with special health care needs (SHCN), high-risk pregnant women, or new enrollees who were 
in CM prior to enrolling with us, begins with an in-person visit to further engage the enrollee in their 
care conducted by our local CHW. We also accept CM referrals from enrollees; PCPs; BH and other 
providers; State staff in LDH and other Medicaid departments; the DOJ, Office of Juvenile Justice, and 
Department of Children & Family Services (DCFS). All of our enrollee-facing staff receive training on 
motivational interviewing, person-centered care, and cultural competency to support our engagement 
efforts. Our Enrollee Services Call Center staff train on CM benefits, and offer direct access for enrollees 
who request a referral or assistance with CM. Our CHWs, Peer Support Specialists, and Case Managers 
can request assistance from our Concierge Services for Accessibility Representative to use a translator to 
facilitate communications to engage enrollees in their local communities. Our Louisiana Enrollee 
Engagement team will also leverage our trusted community partners, including local faith-based 
organizations and community-based organizations (CBOs), such as the  

 Humana's five 
local Neighborhood Wellness Centers provide additional engagement opportunities for enrollees who 
may benefit from CM including providers offering SDOH screening, and identification of clinical and BH 
conditions that may indicate a need for CM. In alignment with the Model Contract, we will also deploy 
local CHWs as part of our CM team across the state to provide critical feet-on-the-street assistance 
locating, engaging, and coordinating enrollees' physical health, BH, and SDOH services, in alignment 
with our provider community, Case Managers, and CBOs. For example, in New Orleans in 2019, we 
increased collaboration with providers to identify and integrate SDOH into the clinical setting and 
engaged with the New Orleans Health Department, working with community stakeholders to form a 
Community Health Improvement Plan. We educate and reimburse providers for screening and 
identifying SDOH barriers. We recruit our CM team members from the communities they serve and 
often lead collaborative outreach efforts with providers in their communities to locate and engage 
enrollees. 

2.6.6.3.1 Specific Considerations for Children and Youth with Special Healthcare and BH Needs 
We engage children and youth with special healthcare and BH needs in CM through our enrollee 
outreach process described previously, and work with the parent or legal guardian to complete the 
assessment. If our first three telephonic and mail engagement attempts are unsuccessful, we will 
attempt in-person outreach to locate and engage the high-risk enrollee for CM to complete the 
assessment. The Case Manager will include CHWs and Peer Support Specialists in the enrollee’s Plan of 
Care, with enrollee consent, as applicable. We have learned we can improve enrollee engagement by 
linking an individual with SHCNs to a local CHW who is familiar with the community and available 
resources, or a Peer Support Specialist who shares like experiences. We train our CHWs in motivational 
interviewing, health education, and care navigation, which promotes enrollee engagement and 
participation in CM. This process also allows us to identify other family members and caregivers who 
need additional supports in the care of enrollees with SHCN. To address priority special needs and SDOH 
concerns an enrollee may have, we will identify and document their natural supports then work to 
increase the resources they can access. Our CM team will fill care gaps for our children and youth with 
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SHCNs through CBO services such as the Jefferson Parish Human Services Authority for BH and SUD 
support; supported employment assistance, social inclusion, and crisis intervention; and the Northeast 
Delta Human Services Authority's supports for disability-related expenses; community-based housing, 
crisis assistance, BH support services, peer support; and employment training and placement. We 
engage children and youth enrollees with BH needs in CM through our partnership with the National 
Alliance on Mental Illness (NAMI). 

2.6.6.3.2 Considerations for Pregnant and Postpartum Enrollees with SUD and Their Newborns 
Louisiana’s maternal mortality rate of 58.1 deaths per 100,000 births is the highest in the United States 
and is approximately four times higher for Black mothers than it is for white mothers, according to 
World Population Review. All pregnant enrollees will be eligible to join our maternity CM program 
Moms First, led by RNs with cultural, maternity, and/or pediatric specialization. Moms First features 
contact frequencies and modalities targeted to each individual enrollee’s acuity level. Our target 
population is pregnant women ages 12-51 who are struggling with opiates, alcohol, nicotine and/or 
other substances, whom we will identify through medical, BH, and prescription claims, State files, and 
referrals from hospitals, providers, and CBOs. Through Moms First, our enrollees with one or more risk 
factors will receive CM outreach tailored to their individual needs. We prioritize engagement with 
pregnant enrollees with SUD to establish network OB/GYN relationships early and encourage CM 
referrals for high-risk pregnancies. Our CM team will work to locate pregnant enrollees we cannot reach 
to engage them in Moms First. 
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evidence-based addiction services through telemedicine, providing our adult enrollees in all service regions 
 

 
 

 
 

 
 
 

 
  

 
 

 
 
 

 
 

 
 

 
 

2.6.6.3.3 Specific Considerations for Children Who May Have Unique Cultural and Linguistic Needs 
Humana offers specific consideration for LDH enrollees, including children from immigrant families, who 
may have unique cultural and linguistic needs. For example, the Case Manager will identify and be 
sensitive to the enrollee and the family's unique linguistic requirements, and cultural and religious 
traditions. Using telephonic or in-person communication, the Case Manager assesses literacy and 
nonverbal skill sets (for hearing impaired or nonverbal children with unique cultural and linguistic 
needs). The enrollee's Case Manager will work with our Concierge Service for Accessibility to provide 
language or American Sign Language assistance, and address their cultural or linguistic needs, to help 
eliminate barriers to care. Humana regularly translates Plans of Care into other languages upon request, 
and our Concierge Service for Accessibility assists enrollees and Case Managers in arranging services. 
Enrollees who are non-English speaking are assigned a Case Manager who speaks their preferred 
language, if possible. If we do not have a Case Manager who speaks the enrollee's language, we will 
ensure an interpreter participates in all interactions or information is provided in their written language. 
For enrollees who are visually or hearing impaired, or who are nonverbal, we will use telephone 
typewriter (TTY), braille, and other interventions to facilitate full engagement in the Case Management 
process. We offer bilingual enrollee services and CM staff and health literacy advocates to inform our 
organization-wide effort, include language as a factor in PCP assignment, promote diversity in enrollee 
and community advisory boards, and coordinate with the Office of Community Partnerships and Health 
Equity and LDH in a workgroup to address and correct health disparities. 

The enrollee's Case Manager will work closely with the enrollee and their family to understand their 
individual cultural needs and incorporate them in the enrollee's Plan of Care. Humana is committed to 
hiring and promoting culturally and linguistically diverse leaders and associates representative of our 
enrollees’ cultures and ethnicities. We train our enrollee-facing staff in sensitivity to diversity, 
disparities, and the delivery of appropriate and effective services. We assess the ethnic composition, 
linguistic and cultural needs of our membership and develop the appropriate provider network by 
contracting with providers who have diverse backgrounds and linguistic skills, confirming we have 
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network providers who speak the language of the communities whom they serve or have an interpreter 
available for in-person and 
telephonic/telehealth visits. We offer 
annual cultural competency training to our 
providers and associates, in addition to 
LDH's required associate cultural 
competency training and attestation. 
Humana's Concierge Service for 
Accessibility and Health Literacy 
Advocates will provide assistance 
navigating physical health, BH, and SDOH 
services for enrollees and families who 
may have unique cultural and linguistic 
needs. Our enrollees access these services 
through our toll-free phone number, our 
Concierge Services Line, on Humana.com, 
our network providers, through our 
Enrollee Services Representatives, and CM 
team. 

2.6.6.3.4 Considerations for Pregnant Enrollees Prior to Delivery to Ensure Pediatric Care is Established 
When we are notified of pregnancy through an indicator on the 834 report, we mail a letter to 
encourage the enrollee to establish care with a pediatrician and engage in our Moms First CM program 
to provide assistance with identification and connection with a pediatrician prior to delivery. We offer 
pregnant and postpartum enrollees 24/7 access to a video-enabled call-routing system that connects to 
a lactation consultant or a physician extender within 30 seconds or less. This connection enables push 
notifications and reminders to prompt the enrollee to establish pediatric care prior to delivery. Our 
doulas can help enrollees in establishing pediatric care prior to delivery, and our local CHWs will work 
with our pregnant enrollees to access CBOs, such as The Family Tree, and reinforce the importance of 
healthy children from birth. We will educate our pregnant enrollees about the importance of pediatric 
care through culturally informed programs that support the parent(s) in the development of coping skills 
and stronger family systems and BH improvement.  

 
 
 

 
 
 

 
 

 
 

2.6.6.3.5 Specific Considerations for Enrollees at Risk for Rapid Repeat Birth 
In Louisiana, the 2018 overall teen (15-19) birthrate was 27.2%, with an average repeat teen birthrate of 
16.8%, according to LDH. Humana understands that teens who are at risk for rapid repeat births are also 
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Resolving Newborn Health Issues for Immigrant Family 
A newborn infant Medicaid enrollee, whose family was newly 
arrived from Asia and spoke only Hindi, had hyperinsulinism, 
a rare condition that could result in life threatening 
hypoglycemia. The enrollee's case was complicated because no 
Florida provider could manage this case, and the experts for 
this disorder were at Children's Hospital of Philadelphia (CHOP). 
The Humana Utilization Management and CM team arranged 
round trip, fixed wing transport to CHOP and an at-home 
treatment program. The child required 24/7 home nursing to 
monitor blood glucose and give intravenous fluids to correct 
the condition. Because of the family's language requirements, 
our staff had to locate nurses who either spoke Hindi, or who 
could work at the family home with access to a Hindi 
translation service. The child is now approximately three years 
old and doing well, even though she still requires 24/7 nursing, 
and the family is now well adjusted to their new home. 
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at risk for adverse prenatal, perinatal, and postpartum outcomes. We developed specific considerations 
to engage these enrollees in CM while they are in prenatal care, upon delivery, and through their 
postpartum visit. We link clinical contraceptive services with nonclinical activities that build planning 
skills, confirm the enrollee understands how contraceptives work in determining positive life outcomes, 
and provide education, mentoring, and goal setting to the enrollee and her natural supports. Humana 
promotes the use of long-acting reversible contraception (LARC) to help prevent rapid repeat 
pregnancies. We incentivize our OB/GYN providers for detecting pregnant enrollees early, providing 
LARC, and increasing rates of prenatal and postpartum visits. The Case Manager will connect enrollees 
to SDOH resources, support organizations, and CBOs that can provide support. For example, in Region 3 
we would refer enrollees to Believe in Youth - Louisiana (BY-LA), a trauma-informed teen pregnancy 
prevention program administered by the Institute of Women & Ethnic Studies, which teaches age-
appropriate emotional and sexual health to young people.

 

 

2.6.6.3.6 Specific Considerations for Adolescents Transitioning to Adulthood 
We have developed specific supports for adolescents who are transitioning to adulthood, recognizing 
enrollees need assistance in developing needed life skills and obtaining the necessary resources to help 
them reach their potential. We monitor the State's 834 file for enrollees close to the date when they will 
transition to adulthood (CHAMP‐Child age 19, Foster Care age 21, and former Foster Care 26), and we 
send a reminder letter including information about their current benefits and opportunities to enroll in 
Medicaid as an adult, if applicable. We recognize children who are transitioning out of the Medicaid or 
juvenile justice systems are at high risk for poor outcomes such as homelessness, untreated psychiatric 
or medical conditions, and even shortened life expectancy, and we will work with those enrollees in CM 
who require individualized care, education, and support to start managing their own care. Humana will 
partner with DCFS to access those services and CBOs such as Covenant House. We share educational 
materials provided through the KidsHealth® library and Healthwise, and referrals to classes conducted 
by our Louisiana Medicaid Community Engagement team at Humana Neighborhood Centers and other 
community centers. Our Case Managers support and effectively manage enrollees with high-risk, 
complex care needs, and remain in direct contact with the enrollee or their authorized representative, 
and their providers as appropriate, to facilitate any necessary medical transfers. Our comprehensive, 
team-based approach incorporates High-Fidelity Wraparound and natural supports, as well as services 
through our internal and external CBO partners. We encourage enrollee self-management to direct their 
own physical health and BH care, and we offer assistance to navigate the healthcare system and find 
solutions to meet their SDOH needs. Our goal is to support and guide our adolescent enrollees who are 
transitioning to adulthood through this critical stage of life, providing them the tools and resources to 
maintain or improve their health and well-being, such as: 
• Transitional Services: SDOH assistance with housing, education, and employment
• Independent Living: Health Navigators and Independent Living Coordinators, an Independent Living

Skills Toolkit, and parish-based CBO contact list
• Higher Education & Workforce Development: Inclusion in the Humana Workforce Development

Program, and a Louisiana Education Training Voucher program
• Care Coordination: Assistance to navigate the healthcare system, education on available benefits,

including VABs, disease-specific education, and self-management support
• CHW Support: With enrollee consent, we provide assistance from a CHW or Peer Support Specialist,

referrals to resources to address SDOH, including use of the Louisiana Humana-United Way
Community Resource Directory
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• PCP Assignment: Assist in assigning PCP and specialty providers, including BH clinicians, who are
familiar with adolescents/young adults' unique needs and preferences, including cultural and
linguistic choices. We also offer behavioral health care coordination, outpatient BH providers,
intensive home base treatment, mobile response stabilization service providers, and in-network
school-based health centers.

2.6.6.3.7 Specific Considerations for Children with Type 1 Diabetes Mellitus 
Our Case Managers will work with the enrollee and their parent/legal guardian or caregivers to manage 
the child's condition and provide health education on topics including, but not limited to insulin delivery, 
symptoms of ketoacidosis, hypoglycemia, how to recognize symptoms of complications, and how to 
access our 24-hour nurse triage line to prevent or reduce ED usage. These enrollees are in CM and 
receive assistance with referrals to specialists who can address the physical health and BH complications 
that may occur. The Case Manager works with our SDOH Coordinators to ensure the enrollee and their 
parent/legal guardian or caregivers have access to fresh, appropriate food and transportation, provides 
parental supports and monitors for caregiver stress, and offers resources for parents, such as diabetes 
support groups. Our CHWs will help the enrollee and family engage in diabetes camps, support groups, 
and other organizations for children with type 1 diabetes mellitus and their families. We offer remote 
monitoring and provider-to-provider telemedicine consults (audio, visual, and telemonitoring) to 
providers delivering care to complex patients, particularly in rural and underserved areas without access 
to a range of specialty and BH services. We also provide an innovative digital therapeutic smartphone 
application to help enrollees with diabetes better manage their blood sugar levels. They can increase 
self-management of their diabetes through the individualized, real-time feedback and reporting of blood 
glucose, activity level, diet, and more. Our Case Managers receive a report of the enrollees’ activity on 
the smartphone application to monitor the enrollees’ condition and intervene as necessary. 

2.6.6.3.8 Specific Considerations for Enrollees with Adverse Childhood Experiences 
Adverse Childhood Experiences (ACEs) can change how a child learns, responds to stress, makes 
decisions, and can lead to the adult onset of chronic diseases, such as heart disease, depression, drug 
abuse, violence, and being a victim of violence, according to the Mayo Clinic. Humana has developed a 
tailored approach for enrollees with ACEs to address this critical public health issue. We administer a 
comprehensive physical health, BH, and SDOH assessment to determine if an enrollee is eligible for CM. 
This assessment incorporates ACEs screening and informs the integrated Plan of Care. Because ACEs can 
have lasting effects on health and well-being for many years beyond childhood, we train all enrollee-
facing associates on trauma-informed care (TIC) to identify and support individuals who are affected. 

 

 Our Case Managers also work with 
the enrollee and their ICT, including a BH provider, to build and strengthen the enrollee’s resilience and 
help lessen the consequences of ACEs. Our evidence-informed peer recovery model includes face-to-
face coaching from peers with lived ACE experience.  
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We have had several Florida Medicaid teenage enrollees who were seen in the ED or hospitalized frequently for diabetic 

ketoacidosis. In these cases, our Utilization Management and CM teams worked with the enrollees' families, attending 

endocrinologists, PCPs and diabetic educators to arrange for glucose monitors that transmitted values wirelessly to 

providers. We also arranged for an insulin pump that interacted with the glucose monitor to adjust their insulin needs in real 

time. Simultaneously, our Case Managers arranged for the adolescents to see a therapist who specialized in caring for pediatric 

patients with chronic illnesses. As a result, the enrollees' Type 1 diabetes mellitus control improved, ED visits and admissions 

stopped, and their attitude toward their Type 1 diabetes mellitus diagnosis and their school performance improved. 
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Regardless of race or ethnicity, economic hardship, a divorce, or separation of a child's parents/legal 
guardians is the most commonly reported ACE. We are addressing  

 
 

 
 

Our Case Managers and CHWs provide additional enrollee support to develop caregiver 
knowledge and the application of positive parenting skills; reinforce enrollees’ social and emotional 
health, close relationships with competent caregivers or other caring adults, and community supports 
that promote health and development. We help enrollees develop individual problem-solving skills, self-
regulation abilities, and social connections by aligning them and their family with the appropriate BH 
provider and community support systems. These supports help enrollees feel safe more quickly after an 
ACE and help minimize its impact and facilitate development of coping skills when facing adversity. 

2.6.6.3.9 Specific Considerations for Enrollees with Food Insecurity 
The COVID-19 pandemic exposed long-standing inequities and vulnerabilities across Louisiana, with 
more than 1.6 million residents living in food insecure communities as of May 2020. Monroe and New 
Orleans rank highest with 65% of their residents living in food insecure areas, according to Urban 
Footprint. We work with CBOs, like the Food Bank of NE Louisiana, and provider partners to address 
food insecurities associated with increased risks of significant physical health and BH diagnoses. Using 
the HNA, we will identify new enrollees experiencing food insecurities. Through comprehensive 
assessments, our Case Managers will identify the specific health outcomes being influenced. We 
incentivize network PCPs to assess enrollees for SDOH needs, including food insecurity, using The 
Hunger Vital Sign™ two-question screening tool to quickly assess food needs. We train and empower our 
providers to connect their patients to resources in the clinic and with CBOs to address the identified 
SDOH gap. Once identified, enrollee Case Managers work with our CHWs to coordinate access to food 
security programs, such as the Special Supplemental Nutrition Program for Women, Infants, and 
Children (WIC) and the Supplemental Nutritional Assistance Program (SNAP). Not all enrollees qualify for 
these programs, so we are committed to partnerships that address food insecurity, such as Feeding 
America. Together, we produced our Food Insecurity Toolkit to help providers, CBOs, and local agencies 
with food insecurity resources. The First Phase of the Acadiana Health Initiative, the Mobile Market, 
began on July 23, 2021 via a Humana and Humana Foundation community partnership with Second 
Harvest Food Bank of Acadiana. The Mobile Market deploys each week to four, at-risk, Greater 
Lafayette Area communities, selling affordable and nutritious food, including fresh fruits and 
vegetables. The Second Phase, scheduled to begin later this year, expands the program to offer flu shots 
and diabetic eye exams at the four Mobile Market stops. 

2.6.6.3.10 Specific Considerations for Enrollees without Reliable Telephone Access 
Many enrollees, especially in rural areas, do not have reliable telephone access. Although Medicaid 
enrollees in CM qualify for the SafeLink telephone program, they usually have a limited cellular data 
plan. We are offering additional cell phone data across all regions as a VAB for enrollees in CM, to 
facilitate access to telephonic and telehealth services. The 2020 Social Science Research Council's 
report reported a lack of broadband internet has emerged as an enormous barrier, especially in 
Louisiana's rural areas: 22% of households with no internet access are being left behind. In six rural 
parishes (East Carroll, Tensas, Madison, Claiborne, West Carroll, and Franklin), it is estimated more than 
half of households do not have internet access.  
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health and SDOH disparities, not only for enrollees, but for the entire community. This solution enables 
enrollees to meet their PCP, BH providers, and specialists virtually, allows providers to close gaps in care, 
and improves HEDIS® preventive care outcomes. This program provides better access to Medicaid 
benefits and CBOs and supportive programs, addresses social isolation, improves health literacy,  

 

2.6.6.4 Identifying the Appropriate Tier of Case Management for Enrollees 
Humana has reviewed and confirms adherence to requirements in Model Contract Section 2.7.5 and 42 
C.F.R. §438.208(b)(2)(i) to provide at least three tiered levels of CM and transitional CM. We use several
objective measures and criteria to identify the appropriate CM tier, including State enrollment file 834
flags, referrals from PCP, family/caregivers/legal representatives, State and Humana staff, and
community agency referrals. We use HNAs and comprehensive assessment, claims history (when
available), predictive modeling, and identification/stratification data. We also incorporate specialty care
provider referrals for physical health, BH, and SDOH needs, BH crisis line referrals, post-discharge
outreach, Utilization Management and grievance and appeals data, and quality data from our Case
Managers. Our Integration+ platform, our primary identification tool for initial risk stratification,
integrates all relevant data, creates, and/or  

 By regularly reviewing this information, we can identify enrollees with emerging CM needs so
traditional identification methods do not mask or over index on hospital admissions and acute diagnosis
or under index disabilities or frailties.

Levels of Support Provided at Each Tier 
Our Case Manager’s clinical expertise paired with Humana's stratification process help refine an 
enrollee’s risk level and CM tier that provides the appropriate core set of supports, as illustrated in Table 
2.6.6.4 Types of CM Support Provided in Each Tier, and referrals to our Louisiana Medicaid Community 
Engagement team's classes at our Neighborhood Wellness Center and other community centers. While 
all enrollees in CM may receive CHW or Peer Support assistance with the enrollee’s consent, we will 
make referrals to community resources to address SDOH issues, including the Louisiana Humana-United 
Way Community Resource Directory. Our Case Managers identify the unique profile and level of support 
at each of Humana's CM Tiers. 

Table 2.6.6.4 Types of CM Support Provided in Each Tier 
Tier 1: Low-Risk Enrollees with Modifiable Health Behavior Choices, Well Care, Wellness and Prevention 
Profile Children and expansion adults qualifying for CM who need SDOH or short-term care coordination, 

mild- or well-controlled BH conditions, combined with tobacco use, or obesity 
Goal Improved enrollee self-management, meeting care goals, promoting optimal health status, reducing 

barriers to care, and preventing adverse outcomes 
Objective Meeting care and SDOH goals 
Supports In-person HNA/comprehensive/home assessment/Plan of Care within 90 days of physical health, BH, 

or SDOH need identification; quarterly Case Manager-led CM meetings or as Plan of Care requires; 
CHW/Peer Support Specialist assistance; in-person Plan of Care update conducted annually, upon 
change in condition 

Tier 2: Medium-Risk Enrollees Who Have a Stable Chronic Condition or Emerging Needs and Vulnerabilities 
Profile Preterm/low birth weight infants, multisystem youth/foster care children, pregnant women, 

high/persistent unmet SDOH needs, toxic environmental exposure (e.g., lead), moderate BH 
condition, or pre-diabetic enrollees. Inclusion Criteria: Physical health, BH, or SDOH need that places 
the enrollee at risk for readmission; institutionalization/unnecessary ED visits within the last six 
months 
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Goal Prevent institutionalization/adverse outcomes; meet care goals, self-management, and SDOH needs; 
reduce barriers to care and disease burden 

Objective No unplanned inpatient admission/unnecessary ED visit within last six months 
Supports In-person HNA/comprehensive/home assessment /Plan of Care within 30 days of identification of a 

physical health, BH, and SDOH need; monthly ICT and Case Manager-led CM meetings, or as Plan of 
Care requires; CHW/Peer Support Specialist assistance; in-person Plan of Care update conducted (at 
minimum) quarterly, upon change in condition, enrollee or ICT member request, and attestation to 
PCP/enrollee 

Tier 3: High-Risk Enrollees Who Require High Levels of Support or Complex Care 
Profile High-risk maternity; multiple chronic conditions; formerly incarcerated enrollees, upon reentry (up to 

one year). Inclusion Criteria:  Physical health, BH, or SDOH need that places the enrollee at risk for 
readmission; institutionalization/unnecessary ED visits within the last six months 

Goal Prevent institutionalization/adverse outcomes; meet care goals, self-management, and SDOH needs; 
reduce barriers to care and disease burden 

Objective No unplanned inpatient admission/unnecessary ED visit within last six months 
Supports In-person HNA/ comprehensive/home assessment /Plan of Care within 30 days of identification of 

physical health, BH, and SDOH need; monthly ICT/Case Manager-led CM meetings, or as Plan of Care 
requires in enrollee’s preferred setting; CHW/Peer Support Specialist assistance; in-person Plan of 
Care update (at minimum) quarterly, upon condition change, enrollee/ICT member request, and 
monthly attestation to PCP/enrollee 

Transitional CM: Enrollees Who Are Transitioning Between Levels of Care or Reentering the Community 
Profile Enrollees moving between care settings: to/from inpatient hospitals, nursing facilities (not including 

Members of the Department of Justice (DOJ) Agreement Target Population), psychiatric residential 
treatment facilities (PRTF), therapeutic group homes (TGH), intermediate care facility for individuals 
with intellectual disabilities (ICF/IID), residential SUD treatment, incarceration, and permanent 
supportive housing 

Goal Transition between settings or levels of care without potentially preventable events (PPEs) occurring 
Objective No unplanned inpatient admission/unnecessary ED visit for six months 
Supports Service Coordination between settings of care; short-/long‐term hospital and institutional stay 

discharge planning; PRTF, TGH, or ICF/IID discharge; and aftercare service 30 days prior to discharge. 
Case Manager provides a transition Plan of Care with enrollee’s care setting; Enrollee/key ICT 
members prior to transition; and written enrollee discharge notice with post discharge care 
appointments, linkages to CBO/SDOH support, medication reconciliation, self‐management strategies 
and education, and prior authorizations. The Case Manager shares contact information with enrollee 
prior to discharge, confirms transition setting shares treatment information with the PCP and BH 
providers; follows-up with enrollees within seven calendar days after discharge/transition; ensures 
Plan of Care services are provided; identifies necessary circumstances in Plan of Care for face‐to-face 
and additional follow-up in the enrollee’s discharge plan; coordinates across the ICT involved in 
transitional CM 

Addressing Homelessness: We offer a  
 

 

Specialized Supports: We are providing a specialized community CM program, consistent with the DOJ 
Agreement and LDH‐issued guidance for enrollees who are transitioning or who have been diverted 
from a nursing facility level of care. We use subcontracted community Case Managers who meet LDH 
established qualifications to refer enrollees to a community CM agency within one business day of 
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receipt of an LDH referral. We maintain ultimate responsibility for the community Case Manager's 
satisfactory completion of required activities, meeting the enrollee’s CM needs. 

Integrated and Specialty Assessments to Determine Level of Services Needed 
We recognize the complexity of Medicaid enrollees' health needs through our experience serving other 
Medicaid enrollees, and we use that experience to develop our comprehensive and specialty assessments to 
review physical health, BH, and SDOH needs. In compliance with Model Contract Section 2.7.3, we will 
complete a comprehensive assessment for at least 90% of enrollees identified with SHCN, whom we have been 
able to contact, and who are willing to engage, within 90 calendar days of identification of having SHCN. We 
have learned that enrollee engagement and permission is vital for acquiring information and driving health 
outcomes, which is why we train our CM team extensively in motivational interviewing, person-centered care 
planning, mental health first aid, trauma-informed care, and cultural sensitivity. This inclusive training provides 
the tools and techniques our Case Managers need to work with enrollees, or their representative, to gather 
often sensitive information and drive active participation with our enrollees. As of March 2021, 99.2% of our 
Illinois Medicare Medicaid Alignment Initiative assessments were completed within 90 days, with those 
enrollees we could reach, and 100% of those enrollees completed a Plan of Care within in 90 days. 

Integrated Care Team: Our Case Managers work closely with their assigned enrollees to identify additional care 
partners and obtain the enrollee's permission for those partners to become part of their ICT, which can include 
the enrollee's PCP, BH, and other specialists, and caregivers, a Housing Specialist, a pharmacist, and other 
internal Humana resources, as well as CBOs. The Case Manager leads the ICT, with the enrollee or their 
representative closely involved, to identify and prioritize the Plan of Care's SMART goals. The SMART goals 
outline the enrollee's objectives and timeline for completion. Our Integration+ platform captures the enrollee's 
assessment answers and goals and informs the person-centered Plan of Care. The ICT can include CHWs and 
CBOs to address the individual's SDOH concerns. With the enrollee's permission the Case Manager shares the 
Plan of Care with the other ICT members. Our Case Managers leverage our strong partnerships with network 
providers, State agencies, and CBOs to meet each enrollee's individual needs. We recognize that many of our 
enrollees with complex needs, including those with serious mental illness (SMI), often have strong, established 
relationships with their physical health and BH providers. To avoid disrupting these relationships, we have 
designed our CM structure to incorporate and support the enrollee's existing CM services through robust data 
sharing via our provider portal, streamlined provider communication, and regular ICT meetings. When the 
enrollee’s PCP or BH provider is acting as the Case Manager lead on the ICT, we will identify them as the Case 
Manager and include anyone the enrollee identifies and requests in the ICT meetings. 

Assessing Enrollee's Need for Nursing Facility: Humana's person-centered approach to evaluate enrollees with 
SMI reflects the individual's current functional status, incorporating current evaluative data obtained prior to 
initiation of PASRR. Our established policies and procedures fully comply with Model Contract Section 2.7.7 and 
the LA Department of Justice (DOJ) Agreement and ensure enrollees are not inappropriately placed in nursing 
homes for long-term care. We complete Level II determinations within four calendar days of Office of 
Behavioral Health (OBH) referral to confirm if the individual has a SMI and specifies the services and supports 
necessary to live successfully in the community. We will ensure all individuals who apply for nursing facility 
services are given information about community options, and when LDH determines that nursing facility 
services are inappropriate, we will assist eligible enrollees in obtaining the appropriate alternative BH services 
available under this Contract. If at any time we identify or become aware of an enrollee with SMI, residing in a 
nursing home without a Level II determination, we will notify LDH and conduct the evaluation. If we identify the 
need to supplement or verify the accuracy and timeliness of the enrollee's data, we will assess their 
documentation and evaluation data for proper placement and treatment. For those enrollees without sufficient 
documentation to establish a valid primary dementia diagnosis, we authorize additional professional 
evaluations to ensure appropriate diagnosis and differentiation.  

Assessing Enrollee's Need for Specialized BH Services: Humana will ensure PASRR Level I evaluations are 
completed and all enrollees presenting with a SMI history or symptoms are evaluated for the correct treatment 
in the appropriate setting. Our LMHPs will complete a PASRR Level II in person for all enrollees within four 
calendar days of notification of a positive PASRR Level I, excluding those enrollees with a developmental 
disability. We initiate all screenings and Level II evaluations presuming that the enrollee can live in a 
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community-based residence and that their Plan of Care recommendations focus on providing the most 
appropriate level of care in the least restrictive setting. Upon completion, Level II evaluations are stored in our 
Integration+ platform and submitted to the OBH. If OBH determines nursing facility services are inappropriate, 
we help enrollees obtain alternative BH services that are available under this Contract. 

The Process for Developing an Individual Plan of Care 
In our individualized person-centered, enrollee-driven Plan of Care process, our Case Manager works 
with the enrollee to identify participants for the ICT. The ICT includes the enrollee, Case Manager and 
PCP as well as additional supports. With the comprehensive assessment as a basis, the enrollee’s Plan of 
Care identifies physical, environmental, BH, and SDOH services and supports to achieve short-and long-
term goals, strengthen self-management, and move along the care continuum toward improved health. 
The Case Manager completes the Plan of Care in real time with the enrollee, using our Integration+ 
platform to deliver efficient coordination of covered services in the Plan of Care. Recognizing the varied 
linguistic needs of our non-English speaking and nonverbal enrollees, we accommodate their 
communication needs in their Plan of Care. If a bilingual Case Manager is not available, an interpreter 
will participate in all enrollee interactions. Our Concierge Service for Accessibility assists our visually or 
hearing-impaired enrollees, arranging TTY, braille, or other translation interventions that facilitate full 
engagement in the CM and Plan of Care development process. We complete Tier 2 and Tier 3 Plans of 
Care in 30 days, and Tier 1 Plans of Care in 90 days—the enrollee and their representative can access via 
the enrollee portal, or is given a printed copy, which we translate, upon request. The enrollee’s 
providers, including their PCP and BH provider, access the Plan of Care via our provider portal. The Case 
Manager completes attestations and monthly, quarterly, or annual Plan of Care updates, per the 
Contract, and reviews the enrollee’s progress in ICT meetings, modifying services as their needs change. 

When we identify an enrollee receiving CM from a provider or a State agency, with the enrollee's 
permission our Case Manager will introduce themselves to the provider or State agency case manager to 
discuss next steps, including the next ICT meeting; and invite the provider or State case manager to join 
the ICT. We will coordinate with the enrollee's providers or agency staff to develop the enrollee's Plan of 
Care and coordinate processes and procedures that are amenable to all parties. We simplify the process 
for the enrollee by reducing the number of contact points while preventing duplicative services. Our 
Case Manager will provide the provider or agency a direct telephone number to the enrollee's CM team, 
a shared email inbox to transmit information and send queries; and share the Plan of Care upon request. 
If the enrollee has another Plan of Care, we will include the network provider or State case manager in 
discharge planning, coordination of healthcare and SDOH services, and follow-up appointments. 

2.6.6.6 Establishing a Delegated Case Management Program 
Humana has reviewed and confirms adherence to requirements in Model Contract Part 2 Section 2.7.15 
Delegated Case Management. Our delegated Case Management program's goal and intent are to 
leverage existing provider capabilities and relationships to improve enrollee engagement and retention 
while reducing abrasion. We work to avoid disruption of care for enrollees who are accustomed to 
receiving CM and healthcare services from their current provider. We also strive to prevent duplication 
of services that could occur when multiple case managers communicate with the enrollee. Our CM team 
monitors and provides oversight to ensure we meet all Case Management requirements. We will use 
our Medicaid and Medicare experience, gained through delegated services in our other markets, to 
customize and deploy a Case Management delegation program in Louisiana.  

Identifying and Selecting Qualified Provider for Case Management Delegation: We include PCPs, OB/GYN, and 
BH providers with qualifications for and willingness to take on delegated Case Management services. When we 
assess the qualifications of a provider or provider group for each Tier of delegated Case Management, we look 
for key provider practice capabilities that support delegated Case Management. For each CM Tier, we will hold 
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the delegated Case Management provider to the same clinical best practices, supports, and quality standards 
we require Humana Case Managers to meet to ensure the best possible outcomes for our enrollees.  While our 
value-based payment (VBP) Readiness Assessment and Population Health Guide were originally created for 
other purposes, these two tools help identify key capabilities and readiness for delegated Case Management, 
such as: 

Organizational Structure: Strong leadership, including a Case Management champion and compliance team 
Designations: Patient-Centered Medical Home (PCMH) or Health Home designation; willingness to integrate 
BH services, if not already integrated; and working toward or have NCQA Case Management designation 
Staffing: On-site clinical staff, dedicated to Case Management; RNs for medical Case Management, and 
LMHPs for BH Case Management 
Effective Health Information Technology (HIT): Appropriate technology to support the use of HIT, including 
electronic medical records (EMRs) and health information exchange connectivity, and two-way data 
transmission to effectively manage the enrollee’s Case Management needs. 
Population Health Management: Demonstrated ability to care for the most vulnerable enrollee populations 
whom they serve to meet LDH required Case Management program Contract requirements. 

Our VBP programs complement our delegated Case Management program. Network providers who 
participate in our VBP models are often best suited for delegated Case Management because they are 
already in risk arrangements and/or serve targeted, vulnerable 
populations, such as those  

 They also have the capacity and 
infrastructure to meet the State’s Contract requirements and 
Humana’s clinical best practice guidelines. We work with providers 
interested in providing delegated Case Management to create a path 
toward delegation through the support of our practice transformation 
program. To help providers establish their delegated Case 
Management program we identify the enrollees who qualify for delegated Case Management based on 
their needs and align with the provider's capabilities and qualification. 

Payment for Delegated Case Management Services: Humana’s approach to delegated Case Management 
reimbursement establishes per member per month (PMPM) payment based on LDH’s rate development 
commensurate with provider-specific qualifications and delegated population. As part of payment negotiation, 
we assess the operational costs for our in-house Case Management services, including staffing, training, IT 
infrastructure, and clinical oversight. The provider would also assess their expected Case Management staffing 
expenses. Once Humana and the delegated Case Management provider agree on the cost and reimbursement 
terms, we will identify and stratify the qualifying enrollees based on the appropriate CM Tier.  

Monitoring and Oversight Procedures to Ensure Delegated CM Providers Meet Requirements:  
Our Licensure and Business Partner Compliance team oversees delegated Case Management provider pre-
assessment, approval, oversight, and monitoring to ensure the providers are meeting LDH's CM requirements. 
Our market-based CM and Quality Improvement teams work with and support delegated Case Management 
providers to confirm adherence to our quality standards and remediate any issues related to performance, 
enrollee satisfaction, or health outcomes. Delegation activities are reported annually through the Quality 
Improvement Committee who will provide continuous monitoring, oversight and reporting at the group, 
provider, and enrollee levels to address any needed support or interventions.  
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Healthy cooking demonstration at the Makin’ Groceries Mobile Market kick-off 
event. Humana sponsors the Makin’ Groceries Mobile Market, improving access 

to food and essential resources in rural communities across Acadiana.
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2.6.8 2.6.8 Network Management 
Humana Healthy Horizons in Louisiana confirms adherence to Model Contract Section 2.9 and 
Attachment F, Provider Network Standards. 

2.6.8.1 Ensuring Timely Access to Culturally Competent Primary and Specialty Care Services 
Humana Heathy Horizons in Louisiana is building a qualified network by cultivating an agile, responsive, 
and diverse set of providers who deliver high-quality care to our enrollees in a culturally humble 
manner. We strive to achieve access for all enrollees, including those that live in the more than 80% 
rural areas of Louisiana and the more than 60% of Louisiana Medicaid enrollees who are Black, 
Hispanic/Latinx, Asian, or other minorities, including enrollees who identify as LGBTQI+, are of 
Vietnamese or Honduran descent, or living with disabilities. By aligning with providers of diverse 
backgrounds in every parish using innovative contracting techniques, value-based payment (VBP) 
mechanisms, and enhanced provider partnerships, we build a network that reflects our enrollees and 
understands their needs. Humana has been providing services in Louisiana for more than 35 years with 
staff who live and work in Louisiana and are active members of their communities. We have Medicare 
Advantage plans in every parish, paying out $1.81 billion in claims in 2019. We currently contract with 
more than 1,900 adult primary care providers (PCPs), 400 OB/GYNs, 2,000 behavioral health (BH) 
providers, 1,100 pharmacies, and 15,000 Medicare and commercial providers to serve our more than 
450,000 Medicare, Duals, commercial and prescription drug plan (PDP) enrollees. Humana currently has 
value-based arrangements with 37 physician groups, covering more than 120,000 enrollees. 

Ensuring Access to Culturally Competent Services: We conduct annual Health Equity Analysis, (access 
and adequacy assessment) of the cultural and linguistic needs of our enrollees and their geographic 
concentration. Our local, community-based Network Management team analyzes our provider network 
to ensure access to appropriate, culturally competent care. For example, the top three non-English 
languages spoken by our Louisiana providers are Spanish, French, and Hindi. To identify and address 
health disparities, we stratify our HEDIS® results by age, race, ethnicity, gender, and ZIP code to share 
insights with our network providers and inform their service delivery approach for their member panel. 

In addition to contracting with providers accepting new Medicaid enrollees, we identify and target 
priority providers who traditionally serve Medicaid enrollees. As of early August, our Medicaid network 
includes more than 95% of Louisiana's federally qualified health centers (FQHCs), 85% of rural health 
clinics (RHCs), and over 92% of the Critical Access Hospitals. Additionally, we have entered into contracts 
with several of the children's hospitals in the State, including Our Lady of the Lake Children's Hospital 
and Louisiana Children's Medical Center in New Orleans as well as all of the publicly funded (i.e., public-
private partnership) hospitals. We have an extensive behavioral network that includes 9 of 10 Human 
Service Districts (HSDs), 30 of 37 Substance Abuse Residential Treatment Facilities, and 16 of the 17 
Assertive Community Treatment (ACT) providers. We continue to meet with providers across the State 
and are confident the remaining providers will participate once we are awarded a contract. In keeping 
with our commitment to meeting enrollees' needs with a culturally humble, fully integrated network, 
we offer social determinants of health (SDOH) closed-loop referrals through a network of community-
based organizations (CBOs), including food banks, housing agencies, workforce development specialists, 
and domestic violence advocates and shelters.  

2.6.8.2.1 Work Plan for Building Provider Network to Meet Adequacy Standards 
Humana began building our Medicaid network more than two years ago—in advance of the release of 
the 2019 RFP—encouraging our commercial, Medicare, and TRICARE providers to join our Medicaid 
network. We used our extensive experience in Louisiana to inform our plan, building upon our 
knowledge of the State, its demographics, and challenges, including the significant statewide provider 
shortages. We are leveraging this experience and our strong provider relationships to develop our 
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Medicaid network and encourage providers who traditionally have not accepted Medicaid enrollees. For 
example,  

 Additionally, we have committed to 
build three primary care clinics prioritizing Medicaid-eligible adults in partnership with Ochsner Health 
focusing on areas with primary care access challenges. In accordance with Model Contract Section. 
2.9.27, we will supply a copy of the complete work plan during Readiness Review. Please see Table 
2.6.8.2-1 for our Timeline to Build Network to Meet Network Adequacy Standards. A summary of our 
Network Development Work Plan to develop, maintain, and monitor an appropriate provider network, 
and address network gaps follows. 

Table 2.6.8.2-1 Timeline to Build Network to Meet Network Adequacy Standards 
Milestone Start Date End Date 
Create Network Development Work Plan and Strategy March 2019 March 2019 

- Define Provider Contracting Requirements March 2019 March 2019 
- Ongoing Monthly Adequacy Assessments* March 2019 December 12, 2021* 

Recruiting and Contracting/Credentialing* April 2019 December 12, 2021* 
Identify and Resolve Network Gaps April 2019 December 12, 2021* 
Reassess and Update Network Development Work Plan, 
Strategy, Provider Contracting Requirements** 

July 24, 2021 July 27, 2021 

Readiness Review December 13, 2021^ April 1, 2022^^ 
*ongoing throughout term of our contract with LDH  ^on or about, per RFP Section 1.6 

**based on new RFP requirements        ^^estimation per Model Contract Section 3.1.5.1 

Assessing Work Plan Needs and Strategies in Accordance with Contract Requirements: Our Network 
Development team performed a regional assessment of the demographics and clinical needs in urban 
and rural areas through face-to-face meetings with providers in each region, geo-access analysis based 
upon time and distance standards, and analysis of the competitive landscape. Following this analysis, 
this locally based team developed our Work Plan to grow our Medicaid network. In accordance with 
Model Contract Section 2.9.27, this Plan includes topics such as 
geographic analysis by provider type, region, parish, enrollee 
characteristics/demographics, and access and adequacy 
standards. It also summarizes our strategy for recruiting 
providers, which we describe in Section 2.6.8.2.3. 

Recruiting, Contracting, and Credentialing Providers: Our 

 
 

 

 

 Through this multifaceted approach, we have secured Medicaid 
relationships with nearly 2,000 PCPs, more than 1,100 pediatric PCPs, and more than 430 OB/GYNs. 
Our extensive BH network includes 2,200 BH specialists in Child and Adolescent Services, Functional 
Family Therapy, Multi-systemic Therapy, Homebuilders, and Applied Behavioral Analysis in all nine 
regions and contracts with substance use residential treatment facilities in eight of nine regions.  
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Following recruitment, our Network Contracting team facilitates execution of a network agreement, and 
our Credentialing team credentials providers following the requirements in Model Contract Section 
2.9.30. Upon completion of the readiness review, we will conduct provider orientation in all nine 
Louisiana regions and ongoing training and education, including virtual town halls as needed. 

Identifying and Resolving Gaps: To identify gaps, our Network Management team queries Quest 
Analytics, a state-of-the-art network analytics/geo-access tool, by region and specialty. Based upon the 
output from that gap analysis, the team uses the CAQH and our proprietary internal data platforms, 
including lists of licensed providers in each region/parish, to determine the potential recruitment targets 
in each region/specialty. Next, we review our contracting history with the provider; if the provider is 
under an existing contract that does not include 
Medicaid, we reach out to amend the contract to 
encompass Medicaid. If the provider is not currently 
contracted in any of Humana's other lines of business, our 
Network Development team evaluates whether the provider would be a good fit for Medicaid enrollees. 
The team documents the outcome of our efforts in Quest Analytics to track provider contacts. We 
continue with this process until we address the gap. Regardless of this strategy, Louisiana has provider 
shortages across all nine regions that require innovative strategies to ensure access. Strategies we use 
across all regions include single case agreements, letters of agreement, mobile health, telehealth, and 
accessing our national contracts for services such as hemodialysis, specialty BH, and labs. We will also 
access providers in other states such as Texas, Arkansas, Mississippi, and Oklahoma to fill gaps in border 
regions (See Section 2.6.8.2.3 for specific strategies to address gaps and Section 2.6.8.2.4 for 
descriptions of these innovative approaches). See Table 2.6.8.2-2 for an analysis of our most significant, 
current gaps and strategies to increase access. 
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2.6.8.2.2 Identifying Network Gaps 
Humana continuously evaluates timely enrollee access to providers with a comprehensive set of 
monitoring tools to identify any gaps. Our network adequacy process measures network performance 
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against contractual requirements, allowing us to identify and resolve network gaps, address barriers to 
care, and enhance preventive care. Using software from Quest Analytics, we can view a full picture of 
our network's adequacy and accuracy, identifying actionable data and insights to help prioritize our 
activities. We assess capacity in each region across all available provider types monthly for compliance 
with network adequacy standards and after-hours availability, which is reviewed by multiple 
committees, including our Quality Improvement Committee, to identify solutions. Tools we have used 
since March of 2019 to identify gaps in our Louisiana Medicaid network appear in Table 2.6.8.2-3.  

Table 2.6.8.2-3: Examples of Tools to Identify Network Gaps 
Purpose Description of Tools Frequency 
Distance 
Standards 
Measurement 
Tools 

Time and Distance Standards: Humana uses geo-access to map membership to 
provider locations, measuring both distance and travel times. We analyze access for 
each provider specialty by enrollee as indicated by provider type.  

Monthly 

Enrollee-to-Provider Ratios: We determine provider capacity assessment by 
incorporating standards defined by LDH, internal experience, and national 
standards. When we identify that any tracked provider has reached at least 85% of 
their established capacity, we proactively begin recruiting new providers of that 
provider type in the identified geographic area.  

Quarterly 

Appointment 
Availability 
and After-
Hours Care 
Measurement 
Tools 

After-Hours Accessibility Audit: Humana calls provider offices to ensure enrollees 
have enhanced access to care after-hours.  

Quarterly 
(minimum) 

Secret Shopper Calls: We will use secret shopper telephone surveys for providers 
who served 10 or more enrollees during the prior six months.  

Ongoing 

Patient Experience Interactive Voice Response Call: Using our affiliate Florida 
Medicaid plan's experience, we will survey enrollees to solicit feedback on their 
experience with providers. We will aggregate the data by practice group or region 
and use to inform Joint Operating Committee meetings.  

Ongoing 

Open/Closed 
Panels 
Measurement 
Tools 

Review of Open and Closed Panels: We review the panel status of our PCPs by 
parish and region to identify access barriers and implement additional targeted 
recruitment efforts. Upon identification of a closed panel, we review network PCPs 
in the same geographic area to ensure there are enough PCPs with open panels to 
provide access. 

Quarterly 

Clinic Availability: We conduct real-time analysis of provider complaints to identify 
red flags, with market-based operational and quality forums assisting with root 
cause analysis. 

Ongoing 

Health Equity 
Assessment 

Language and Culture: We analyze the linguistic and cultural needs of enrollees to 
determine gaps in our network. 

Ongoing 

 
 

2.6.8.2.3 Strategies to Increase Provider Capacity and Meet Enrollees Needs When Network Gaps Exist 
While our network monitoring approach focuses on proactively identifying access issues, we have 
response mechanisms to rapidly facilitate provider access when necessary. Below are examples of our 
strategies to increase provider capacity: 

Investment in Louisiana's Provider Landscape: We are funding the development of three primary care 
clinics with Ochsner to expand access to underserved Louisiana communities that we have identified 
through our community needs assessment: Shreveport and the surrounding Caddo Parish, Monroe and 
Ouachita Parishes, and New Orleans and Orleans Parishes.  
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Development of innovative strategies requires a deep understanding of each community and its unique 
needs to customize solutions; there is no "one size fits all" strategy. For example, in Louisiana, the 
percentage of adults with diabetes is highest in rural northeastern and northwestern parishes where 
access to care is challenging. To address this, we have contracted with RestorixHealth At-Home Model 
program to visit enrollees in their homes to enhance access. We have also developed several 
approaches to supplement our recruitment efforts (described in Section 2.6.8.2.6) and gap closure 
strategy (described in Section 2.6.8.2.1) to address network challenges. When we identify a gap, 
Humana launches a multipronged approach to meet enrollees' needs, reflected in Table 2.6.8.2-4: 

Table 2.6.8.2-4: Strategies to Meet Enrollees’ Needs 
Short Term Strategy Description 
Single Case 
Agreements 

Execute a single case agreement with out-of-network (OON) Medicaid providers (e.g., Shriners 
in Texas for burn treatment or Ochsner Hancock on MS Boarder). 

Letter Agreement  Execute a letter of agreement with an OON Medicaid provider to deliver Covered Services or to 
allow any enrollee in a geographic area to access the provider. 

National Providers Coordinate with our Utilization Management (UM) department to identify national providers to 
provide the service (e.g., specialty BH providers for eating disorders, fire starters, etc.). 

Telehealth  Offer and provide assistance in arranging telehealth services for Medicaid enrollees, including 
direct-to-consumer options (e.g., urgent and BH care, diabetes management, lactation support, 
postnatal care) and provider support to address rural areas, particularly in Calcasieu and 
Cameron Parishes that have suffered devastating losses due to recent natural disasters, and 
urban access challenges in Baton Rouge, Shreveport and Lafayette.  

Remote Monitoring 
and Support 

Develop a remote patient monitoring pilot with the goal of reducing emergency department 
(ED) visits and hospitalizations for enrollees with chronic conditions, such as diabetes and COPD, 
and those who require post-acute care, such as daily monitoring of biometric readings to 
facilitate earlier intervention and encourage adherence to treatment plans.  

Paramedicine Partner with local emergency medical services entities and vendors to provide episodic care 
(e.g., for urgent needs or post-discharge care) and community-based care for frequent ED 
utilizers. These entities use technology to connect a network of neighborhood-based 
responders – emergency medical technicians, nurses, and firefighters supported via video with 
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the best telehealth doctors – to patients who need nonemergent care wherever they are. 
Border State 
Partnerships 

Engage border state providers to play a significant role in filling gaps in access with providers 
such as Delta Medical in Mississippi and Memorial Herman in Orange, Texas.  

Mobile Healthcare Offer services through mobile health unit we fund or through one of our partnerships such as 
RestorixHealth, which provides in-home wound care, or our FQHC partners, particularly for 
enrollees with diabetes, across the entire state. 

Physician Extenders 
and Peer Support 

Provide scholarships to cover the cost of training or certification to expand access to physician 
extenders and peer support providers to address chronic provider shortages. 

Transportation Arrange transportation for the enrollee to the nearest qualified provider. 
Long Term Strategy Description 
Enhanced 
Reimbursement 

Negotiate enhanced provider reimbursement for weekend, evening and off-hours care, which 
encourages care at sites other than the ED. In our Florida Medicaid market, this strategy has 
resulted in potentially preventable admissions that are 45% lower than expected for calendar 
years 2019 and 2020. 

Guaranteed Access Work with providers such as FQHCs, BH providers, and PCPs to identify "guaranteed access" 
appointment times and expanded access to office hours for our enrollees. 

Provider 
Associations 

Collaborate with State and local provider associations (Louisiana State Medical Society, 
Louisiana Hospital Association, and the Louisiana Association of Nurse Practitioners) to identify 
potential recruitment targets. 

Referral Targets Work with PCPs to identify specialty providers they frequently refer to for recruitment. 
Existing Network Continue recruitment of existing Humana network providers to participate in Medicaid. 
Provider Support Encourage and support provider groups to recruit additional providers, including physician 

extenders, or extend their appointment availability. 
Expanded Role of 
Pharmacists in the 
Care Team 

Pilot a program that includes pharmacists on the Care Management team, which has been 
shown to improve enrollee chronic disease management, particularly in rural areas. This may 
require a change in Louisiana's existing licensing and reimbursement policies. We commit to 
working with LDH and its State partners to identify a path to this expansion. 

 

2.6.8.2.4 Challenges to Developing a Complete Statewide Network 
Humana Healthy Horizons in Louisiana's most significant challenge is that in many areas of the State, 
there are simply not enough providers to serve residents. In cases such as Psychiatric Residential 
Treatment Facilities (PRTFs) and certain subspecialties (e.g., dermatology, pediatric endocrinology), 
licensed providers do not exist. Louisiana contains numerous Health Professional Shortage Areas 
(HPSAs) for PCPs: LDH designated 60 of 64 parishes as HPSAs for primary care based on geography (not 
enough practitioners) or low-income population (lack of access to existing care). Only 25% of the State's 
BH needs are being met with the current number of providers; all 64 parishes are designated mental 
health HPSAs. These shortages only exacerbate the health challenges residents are facing, including 
being ranked 46th in death due to heart disease and stroke; 47th in percentage of obese adults; and 
49th in maternal mortality. In Region 5, for example, there is a high prevalence of depressive disorder 
(28.6%) and a lack of PRTFs, psychiatrists, and psychologists. Similarly, Region 8 has the highest rate of 
low birthweight babies and lacks a sufficient number of OB/GYNs.  

We have designed our network development strategy with an understanding of these provider 
shortages, particularly in specialties or regions where providers do not exist or where we have already 
contracted with all available providers. We are committed to ensuring access for enrollees through 
collaborative arrangements with providers and access to innovative tools and solutions. 

2.6.8.2.5 Strategies for Monitoring Compliance with Provider Network Standards 
In addition to the network gap identification tools previously described in Section 2.6.8.2.2 
Time/Distance Measurement Tools, Appointment Availability Tools; Secret Shopper Calls, Accessibility 
Audits, Site Visits, Open/Closed panel measurement tools, we use the analytic tools described in Table 
2.6.8.2-5 to monitor provider compliance with network standards. 
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Table 2.6.8.2-5: Monitoring Provider Compliance 

2.6.8.2.6 Strategies for Recruitment and Retention 
We recognize that retention starts with getting the basics right; paying claims accurately and timely.  We 
have designed our comprehensive, high-touch provider services model to allow us to truly partner with 
providers, meeting the unique needs of Louisianans and supporting providers in the evolution and 
transformation of their practices. We recruit Humana associates from the communities they serve, 
leveraging their local knowledge to address recruitment and retention needs and allowing associates to 
build deep, positive relationships with providers. We prioritize recruiting diverse providers that reflect 
enrollees' needs (e.g., disability, trauma-informed care) and cultural characteristics (e.g., race, ethnicity, 
language). We view recruitment as an ongoing process as we continuously strive to improve enrollees' 
access. We highlight additional core strategies of our recruitment and retention model: 

Flexible Contracting Mechanisms: Our strategy focuses on flexible contracting, which includes 
negotiating enhanced rates above the Medicaid Fee Schedule for providers in areas where we have 
particular difficulty ensuring access for our enrollees, such as rural parishes in Regions 5 and 9, and for 
high demand services such as BH. Our flexible contracting strategy also includes a commitment to 
collaborating with providers to identify ways to improve reimbursement levels more broadly. We are 
working to identify gaps in the  

 
his strategy ensures that trained and 

supported providers deliver an appropriate level of quality care to enrollees. Humana also offers VBP 
arrangements tailored to individual provider types, as well as provider incentives, including  

 

Targeted BH Recruitment Strategy: We leverage our statewide commercial and Medicare networks to 
identify licensed providers (e.g., psychiatrists, psychologists, social workers, etc.) to supplement this 
network of specialized providers (e.g., HSDs, ACT providers, MHRAs). Our goal is to contract with high 
quality providers who can serve enrollees in the least restrictive setting. We develop targeted tools to 
support BH providers, such as a BH Provider Manual section with dedicated content (e.g., claims 
processing guidance) and a section for BH providers in our Provider Directory with complete and 
accurate information about BH providers (including BH specialty areas) to facilitate referrals and 
communication. Our experienced Provider Performance Improvement Advisors offer expert support to 
supplement providers' understanding of the complexities of providing care to enrollees' multiple health 
and social needs and billing for Medicaid. 

Analytic Tools Description Frequency 
Enrollee Surveys Humana reviews Consumer Assessment of Healthcare Providers and Systems 

(CAHPS) and BH enrollee satisfaction surveys to identify any enrollee access to 
care issues. 

Annually 

Site Visits We use information from our provider site visits for PCPs and high-volume 
specialists to assess referral needs and accessibility.  

Quarterly 

Claims Data Insights from claims data analysis are an early indicator of access issues. Ongoing 
Network Data We use internal and external data sources to run advanced SPËD algorithm to 

identify errors in provider data and directory information.  
Ongoing 

Out of Network 
(OON) referrals 

We track and trend OON referrals made by the Care Management and UM teams 
to identify potential network gaps. 

Daily 

Health Equity 
Assessment 

Humana analyzes the cultural and linguistic needs of our membership and the 
geographic concentration of these enrollees to ensure access. 

Annually 

Associate, Provider, 
Enrollee, and 
Advisory input 

We analyze information from various internal and external sources related to 
network adequacy, including information provided by individuals and 
committees.  

Ongoing 
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Administrative Simplicity with Deep Local Supports: In 2016 Humana launched its Provider Simplicity 
strategy, aimed at optimizing provider support and aligning resources, reducing touchpoints, and 
simplifying the provider experience supported by local Provider 
Relations Representatives. 

High-Performing or Gold Card Status to Top Providers: This 
program helps us identify providers who exceed evidence-based 
standards for quality and cost. These providers are allowed to 
bypass our standard outpatient prior authorization process for 
several services, improving service delivery and reducing provider 
abrasion. We piloted this program in our Florida market in 2020 
and have observed no increase in corresponding utilization 
patterns. We will pilot this program in Louisiana upon thorough 
review of high-performing providers. 

Provider Retention Through Superior Execution and Support: The foundation of our provider support 
model is trust. Our interactive onboarding informs providers of Humana’s tools and supports, including 
strong cultural competency tools, and education and training. We offer extensive BH resources such as 
how to access, deliver, and bill for telehealth services, and provider directories to share accurate and 
reliable information. We have made investments to support timely claims payment such as Claims Code 
Editor, which allows users to receive real-time feedback on claims submissions, edit claims, and file 
corrections; and Provider Payment Integrity (PPI) Unit Live Line for all providers as an additional 
channel to contact highly-trained associates regarding prepayment inquiries, edits, and reviews. 

Provider Practice Transformation Support: Humana recognizes that providers often need significant 
capital to transform their practices to participate in advanced care delivery models or improve 
efficiencies

 
 
 

2.6.8.2.7 Strategies to Ensure Network Meets Multilingual, Multicultural, and Disability Needs 
In accordance with Model Contract Section 2.6, we will develop a Health Equity Plan that includes a 
cultural competency and sensitivity plan. The following explains our approach to cultural competency 
and sensitivity in contracting with providers and providing services to enrollees. 

Annual Health Equity Assessment of Enrollee Needs: We use data aggregated from the Census and the 
Modern Language Association Map to understand the linguistic and cultural composition of the 
communities we serve. We continually assess the composition of our enrollee population to account for 
racial, ethnic, and geographic shifts to ensure appropriate access to care for the populations served. 
Based on the findings, we will translate our member materials into the prevalent (threshold) languages 
spoken to address the linguistic needs of the Louisiana population. We will pursue the NCQA Health 
Equity Accreditation Plus (transition from the Distinction in Multicultural Health Care, effective July 
2022), which, among other things, requires that we assess and track languages spoken by and the race 
and ethnicity of providers in our networks. Our provider directory, available in English and Spanish, 
identifies languages our providers speak. 

Development of a Culturally Humble and Inclusive Provider Network: Partnerships with providers are 
critical to improve the health and quality of life for our enrollees, such as those with low literacy levels 
or English language learners. In addition to recruiting and retaining providers who are representative of 
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the communities we serve, we provide educational resources to our provider network focused on 
cultural competency and cultural humility — the practice of building relationships with enrollees to 
understand their specific needs. Humana requires providers to participate in educational training that 
includes cultural competency and cultural humility upon joining our network and annually thereafter. 
The orientation and annual educational training includes the following topics on cultural competency: 
policies and procedures for accessing language assistance, strategies for working with elderly or disabled 
enrollees, appropriate use of in-person and telephone interpreters, communicating with enrollees with 
cultural and linguistic sensitivity, and disseminating information on cultural differences and diversity.  

Providing Communication Support Services: Recognizing the varied linguistic needs of Louisiana 
Medicaid enrollees, including non-English speaking and nonverbal enrollees, we take extra measures for 
their spoken languages and communication abilities. Our translation or interpretation services include 
more than 200 languages and American Sign Language in-person or virtually. For enrollees who are 
visually or hearing impaired, we use teletypewriter, braille, and other interventions to facilitate their full 
engagement in the Case Management process.  

Provider Monitoring: Monthly, our Quality Improvement (QI) staff monitors enrollee grievances related 
to cultural competency, including those regarding language barriers, difficulty communicating with 
providers, and disability access. When we receive a grievance about a provider, Provider Relations staff 
addresses it immediately with the provider, which may involve assistance such as helping the provider 
record an after-hours message in Spanish. If grievances show a pattern indicating a need for focused 
provider training, our QI team and Provider Relations team collaborate to ensure that we adequately 
train and monitor providers for improvement. Our provider contracts require providers to treat 
enrollees without prejudice.  

adherence to the National Standards for Culturally and Linguistically 
Appropriate Services (CLAS) in Health and Health Care to advance health equity. 

2.6.8.2.8 Planned Protocol for Terminating Network Providers Without Cause 
Humana rarely terminates providers without cause. We give providers multiple opportunities to resolve 
any issues that may result in termination for any reason, providing support to providers to avoid 
termination whenever possible, while also recognizing that enrollee safety and quality of care are 
paramount. Should we make a termination without cause, we will always consult with LDH, particularly 
if the provider results in a material change in our network (Model Contract Section. 2.9.28.2). 

Humana has an established process to respond to network terminations, including terminations of 
providers without cause. As an initial step, we assemble our Network Termination workgroup to ensure 
that we consider all aspects of the termination. Next, we will notify LDH in accordance with Model 
Contract Section. 2.9.2.0. We will also develop a Continuity of Care Plan on transferring enrollees to 
new providers while minimizing disruptions in care. Using claims data and provider assignments, we 
send notices to affected enrollees, notifying them of the situation, assisting them in selecting a new 
provider or providing information regarding new provider assignment if they do not select, transferring 
records, recording prior authorizations and standing order information, and making them aware of 
resources available to them during this period. These resources include support from our Enrollee 
Services team, Case Managers and CHWs to answer questions and assist with transition to a new 
provider. We have contingency plans in place to allow enrollees to access out of network providers 
when necessary until we establish a new in-network provider relationship. Humana allows all pregnant 
enrollees and enrollees in active treatment to continue with their provider until completion of 
postpartum care or the end of active treatment (up to 90 days or as long as required by law).  
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2.6.9 2.6.9 Provider Support 
Humana Healthy Horizons in Louisiana has reviewed and confirms adherence to requirements in Model 
Contract Section 2.10. 
 

2.6.9 Ensuring Timely Payment and Appropriate Support over the Course of the Contract 
Founded in 1961 as a provider organization, Humana 
focuses on the fundamental business of supporting 
providers in transitioning to a new Medicaid Managed 
Care Organization and improving quality of care. Our 2021 
Louisiana Medicare 4.5 Star rating  in 2021 and our 36 
years of experience supporting approximately 19,300 
Medicare, Commercial, and TRICARE providers serving 
more than 450,000 enrollees in all nine regions places us in 
a leading position to serve Louisiana’s Medicaid enrollees. 
We will leverage this experience to deliver high-quality 
care to Healthy Louisiana Medicaid enrollees through our 
Provider Engagement Model (described in 2.6.9.9). Our 
Provider Engagement Model drives our provider support strategy, which promotes administrative 
simplicity through a single point of contact for our Medicaid providers, supported by regionally 

dispersed Medicaid-dedicated staff. Our staff ensures 
that providers achieve timely claims processing and 
payment while helping them improve quality and 
performance through comprehensive data analytics 
tools. We achieve provider satisfaction through timely 
and responsive communication and supports on topics 
such as integrated care. This enhanced and tailored 

provider education and training enables providers to advance along the value-based care continuum. 

2.6.9.1 Determining Adequate Provider Relations Staffing Coverage for Provider Network 
Humana follows a comprehensive process for determining adequate provider relations staffing 
coverage: 

Assess the Network: Humana's process begins with assessing our local provider network. Assessment 
activities consider the number of each provider type within each region, provider location (rural vs. 
urban), readiness for value-based purchasing (VBP), communication, meeting frequency preferences, 
number of providers per location, utilization patterns (e.g., claims history), the complexity of enrollees, 
and number of visits projected for each type per year. Our experience shows that our local dedicated 
Medicaid Provider Relations Representatives (described in 2.6.9.10) spend one to three hours per visit 
on average, including travel time, meeting time, and follow-up time. 

Provide Local Support and Address Provider Issues:  

 
 described in 2.6.9.10, we hire from our local 

provider communities and disperse this team throughout all nine regions. Their understanding of the 
provider issues and cultural nuances within each region helps them build strong provider relationships 
with providers including, but not limited to, federally qualified health centers (FQHCs), small and rural 
providers, and specialized behavioral health providers. For example, we recognized that enrollees 
struggled to schedule timely BH appointments, and primary care providers (PCPs) were challenged with 
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behavioral health referrals due to access issues. We collaborated with a group of targeted PCPs and 
behavioral health providers to create familiarity and understanding, providing PCPs a list of behavioral 
health provider contact information, and the behavioral health consult and behavioral health crisis lines. 
This improved the likelihood of PCPs referring enrollees to behavioral providers and led to developing a 
co-location strategy including telehealth. 

Monitor Trends and Provider Feedback: Through our Louisiana provider relationships, we will monitor 
trends and provider feedback to determine additional staffing needs. We will continuously monitor our 
membership and provider network counts to determine staffing needs by viewing claims usage, claims 
denial, prior authorization, complaint trends, and the number of providers participating in VBP. We 
adjust staffing accordingly, considering specific needs for individual provider types. For example, we 
assign Provider Services team members to specialized behavioral health providers, rural health 
providers, and FQHCs to ensure custom support. 

 
 

 
 

 
 

 

2.6.9.2 Providing Effective and Timely Communications with Providers 
Our effective and timely communication strategy includes building strong provider relationships using 
tailored education, outreach, and support. We train provider-facing teams to support individual 
providers' specific needs, working closely to build trust and accountability to simplify the provider 
experience. Our high-touch approach keeps providers informed of processes and policies, supports 
them in improving quality and progressing along the VBP continuum, and 
delivers customized training. 

Communicating Effectively and Timely with Providers 
Provider communication begins with our onboarding strategy, which 
outlines how to do business with Humana while also gathering feedback on how best to communicate 
with individual providers. This strategy allows us to create a customized experience for each provider 
through interactive and on-demand methods. 

We provide interactive communication through regular provider meetings, town halls, committees, and 
email. Dedicated Medicaid provider-facing field staff meet regularly with PCPs, hospitals, specialized 
behavioral health providers, specialists, and ancillary providers to communicate plan updates, provider 
performance, integrated care, claims issues, and more. We also communicate via virtual and in-person 
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regional town halls, and through our Provider Advisory Council, its Behavioral Health subcommittee, 
and our National Provider Committee. Secured email allows physical and behavioral health providers to 
submit rosters and receive responses within five business days. 

We provide on-demand communication as follows: Our provider 
website gives 24/7 access to Medicaid materials and includes updates 
such as state of emergency notices and quality initiatives (e.g., annual 
checkups and breast cancer screenings).  

In accordance 
with Model Contract Section 2.10.5, our provider website includes 
the provider handbook, behavioral health services provider manual, 
provider newsletters, provider training manual, prescription drug 
guide, and Louisiana Medicaid preferred drug lists. Our custom 
provider portal allows providers to check claims and prior authorization status, live chat with Provider 
Relations Representatives, and give feedback via satisfaction surveys. In fall 2021, providers will have 
the ability to initiate claim disputes and appeals and check status through the provider portal. In 
accordance with Model Contract Section 2.10.3.7, a toll-free Provider Call Center has Louisiana-based 
associates who will be trained on Louisiana's Medicaid Program and able to address physical and 
behavioral health provider issues Monday through Friday from 7 a.m. to 7 p.m. Central time. They take 
messages for nonemergent issues and deliver them to Provider Relations Representatives if they are not 
immediately available. The Call Center uses interactive voice response technology to manage nonroutine 
prior authorization requests 24 hours a day, seven days a week. Our Behavioral Health Crisis Hotline 
and Utilization Management Call Center are available 24 hours a day, seven days a week for emergent 
provider issues and enrollee emergencies. 

Developing a Provider Education Program  
Humana offers frequent, ongoing provider education through 
multiple channels to simplify the provider experience, as detailed in 
Figure 2.6.9.2 and our QAPI Provider Support Plan. Our provider 
education program complies with Model Contract Section 2.10.7, 
including required onboarding training and an extensive selection of optional tailored training for 
providers and their staff. We have structured a flexible, scalable provider education program to support 
providers’ varying knowledge bases, needs, and learning styles, allowing providers to complete training 
at their own pace and in the manner they prefer. 

Figure 2.6.9.2 Provider Education Journey 

Required Orientation: Our Provider Relations Representatives offer all new providers onboarding 
training virtually or in-person on topics including but not limited to LDH and Medicaid requirements, 
health equity, social determinants of health (SDOH), integration, claims submissions, cultural 
competency, telehealth, covered and noncovered services, VBP participation,  
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Self-Service: self-service tools
provider portal and website) during onboarding, which offer more than 300 eLearning Library courses 
through web-based training on topics including integrated care, behavioral health screenings in the 
primary care setting, COVID-19-related trauma, and business ethics, and more. At this time, Provider 
Relations Representatives discuss provider goals and create a proposed individualized training 
curriculum to help reach their goals.  

Town Halls: Upon completion of readiness review, we will conduct in-person and virtual town halls in 
all nine Louisiana regions and ongoing virtual town halls as needed following implementation to 
educate providers on topics including integrated Care Management, provider resources, collaboration 
opportunities, and more. We will hold breakout sessions for specific topics, such as high claims denials. 
We propose conducting collaborative town halls with other MCOs and the Louisiana Primary Care 
Association. 

Continuous Training Opportunities: Our Provider Relations Representatives work closely with providers 
to identify additional and continuous tailored training opportunities. For example, if a provider has a 
claims issue, they refer them to a Provider Claims Educator (described in 2.6.9.10). Our Louisiana 

Medicare team holds weekly webinars on obtaining authorizations, 
resolving claims, "Making It Easier" claims training, and prior 
authorization lists. Ninety providers have participated. We will offer 
similar biweekly webinars specific to Medicaid. We continuously 

enhance our provider education program based on new contract requirements, and provider and 
enrollee feedback including the Provider Advisory Council and Enrollee Advisory Council. In addition, 
providers complete surveys at the end of the "Making it Easier" webinars. This feedback helps us 
enhance the quality and content of the education series. 

As part of our continuous training opportunities, our dedicated behavioral health Provider Relations 
Representatives work with specialized behavioral health facilities and agencies to develop a curated 
education program that fits their needs. Training addresses administrative and clinical aspects of 
integrated services, such as billing and claims, PCP referrals, and meeting quality measures. Mental 
Health First Aid training provided by NAMI includes trauma-informed care education to address post-
traumatic stress disorder (PTSD) conditions and behavioral health providers can select from topics on 
integrated care, including: 

• Integrating Primary Care and Behavioral Health
• Integrated Treatment Planning
• Serious Mental Illness (SMI) and Respiratory Disease
• Addressing Obesity in Individuals with Mental Illness
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• Making Referrals to a PCP
• Integrated Treatment Planning
• Overview of Diabetes Care for Behavioral Health Professionals
• Post-Traumatic Stress Disorder Including Related to Natural Disasters
• Treatment for Substance Use Disorder
• Trauma-Informed Care
   

Humana will use the Substance Abuse and Mental Health Services Administration (SAMHSA) Health 
Resources and Services Administration's Integrated Practice Assessment Tool results and ongoing 
provider feedback to continuously add relevant integration training and education topics to our 
curriculum. 

2.6.9.3 Supporting Providers with High Claims and Denial Rates 
Humana's claims strategy goal is to pay it right the first time. We take a 
proactive approach to minimize claims denials through education and training. Regional Provider Claims 
Educators conduct live trainings for claims denials or underpayments related to provider complaints. 
Provider Claims Educators work with internal teams to monitor providers post-training to ensure the 
issues causing the denials are resolved. Provider Claims Educators monitor for recurring issues and 
conduct root cause analyses, identifying areas of improvement. Our virtual and one-on-one on-site 
strategy promotes use of our claims tools and educates on common errors to improve claims submission 
accuracy. Provider Relations Representatives reach out to new providers at Contract go-live and 
regularly thereafter to familiarize them with our tools and trainings. Provider Claims Educators work 
closely with our Provider Relations Representatives and internal teams to conduct targeted training 
for providers and their staff to address high rates of claim denials or patterns of denied claims we 
identify via root cause analysis.  

Our Claims team identifies providers with high claims denials and conducts root cause analysis in our 
Claims Adjudication System. Those with denial rates of 10 percent or higher are flagged and 

automatically undergo clinical review to determine denial cause. Their 
Provider Relations Representative arranges support from our Provider 
Claims Educators. Our teams flag providers with denial rates from 2 to 10 
percent to offer help and education. Our Claims team works with the 
associates managing our code edit and claims testing tools to assess the 
need for corrections.  

To avoid denials, we create tools like our Code Edit Simulator, which provides real-time feedback on 
simulated claims submissions and allows providers to edit claims and file corrections via our provider 
portal. This tool will determine if our claims edits are not working correctly or if a system issue exists. If 
a system issue is present, we reprocess claims. We encourage electronic claims submission via direct 
data entry form on our provider portal, significantly reducing the likelihood of a claim denial. Due to 
targeted outreach encouraging providers who submit paper claims to submit electronically, 77% of 
Humana providers currently submit electronic claims.  

2.6.9.4 Evaluating and Resolving Provider Disputes in a Timely Manner 
In accordance with Model Contract Sections 2.10.9 and 2.18.12, Humana maintains a comprehensive 
provider disputes program designed for swift and thorough resolution. Our goal is accurate and timely 
resolution of all provider disputes regardless of how they are submitted (in person, phone, email, mail, 
fax, or provider portal) to maintain strong provider partnerships. Our operational teams ensure 
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compliance with time frames and focus on the root cause of disputes through real-time monitoring for 
emerging trends. 

Evaluation: In accordance with Model Contract Section 2.10.9.5.2, we manage in-network and out of 
network provider disputes through , a Provider 
360 Subcommittee, and an online disputes form on the provider portal. After dispute resolution, data 
are collected, analyzed, trended and root cause details are reviewed with operational teams. We 
implement improvement action plans and an oversight committee monitors progress.  

Education and Notification: We use multiple channels to educate 
providers on our provider disputes system and to interact with them 
as they navigate it. Our Provider Services team includes specially 
trained experts who track and research complaints, including claim 
disputes and those related to PCP assignment, using our end-to-end inventory management system, 
which is built to process disputes consistently, within LDH's mandated time frames. This team educates 
providers on how to file a complaint and the difference between an enrollee grievance and a provider 
complaint. Grievances and appeals filed by a provider on behalf of an enrollee are routed to our 
Grievance and Appeal team for resolution. Within three business days of receipt of a complaint, the 
Provider Resolution team, which reports to the Provider Services Director, notifies the provider in 
writing that the complaint has been received, then researches the complaint, reaching out to the 
provider as necessary for additional information.  

Resolution and Reporting: Following their research, the Provider Services team resolves the complaint 
in accordance with statutory, regulatory, contractual, provider network agreement provisions and 
Model Contract Section 2.10.9.8. We have a process to escalate issues to our Chief Operating Officer 
and Chief Executive Officer in accordance with the MCO Manual. Within 30 days (15 days for disputes 
related to PCP assignment), the Provider Resolution team completes the review and sends the provider 
a resolution letter informing them of the decision and escalation procedures as applicable. We report all 
provider disputes to LDH monthly. 

Evaluating and Resolving Provider Disputes Regarding Enrollee Assignments 
In accordance with Model Contract Section 2.9.11.3.3, Humana has processes to ensure effective 
enrollee assignment and align costs with the appropriate provider. We work proactively to minimize 
disputes by reaching out to enrollees to encourage them to select a PCP and running our claims based 
attribution model monthly. If we identify that enrollees are consistently using another PCP for 
evaluation and management or wellness services, we will reach out to enrollees to encourage selection 
of the PCP providing services as determined by our claims analysis and attribution processes. We will 
also perform root cause analyses to see if any changes are needed to our PCP auto-assignment 
algorithm. Providers can see any changes to their rosters through our provider population health 
platform, Population Insights Compass.  

Despite these efforts, we know disputes can still occur and we are poised to swiftly address them. 
Providers can submit enrollee assignment disputes through our online disputes form, their Provider 
Relations Representative, and our Provider Call Center. When a dispute is submitted, the Provider 
Resolution team conducts root cause analyses to identify if enrollee PCP assignment or VBP attribution 
need to be adjusted, including review of enrollee's previous claims utilization patterns, and makes any 
necessary adjustments. We will respond to all disputes within 15 calendar days per LDH requirements. 

2.6.9.5 Supporting Providers to Improve Quality and Reduce Costs through Reform Strategies 
Humana's strategies to support providers in delivery system and payment reform include: 
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• Robust Provider Engagement Model that includes a Medicaid-dedicated team of associates
experienced with specialized provider types (described in 2.6.9.10)

• Provider education, training, and practice transformation
• Commitment to VBP across all provider types, as transitioning payment away from volume is key to

helping providers deliver higher quality care and manage costs
• Comprehensive suite of data analytics tools (described in 2.6.9.8)
   

We customize these strategies for PCPs, behavioral health providers and other specialty providers, as
described in 2.6.9.6 and 2.6.9.7:

2.6.9.6 Strategies to Support Primary Care Providers 
We support PCPs through practice transformation, 
infrastructure investments, value-based opportunities which 
offer enhanced rewards and more flexible reimbursement 
mechanisms that better align with patient-centered medical 
home care delivery through our Advanced Primary Care 
(APC) Model. Our APC model is open to all PCPs, which gives them: access to practice transformation 
resources to enhance capabilities including telehealth and integrated care capacity; insight into quality 
and performance improvement opportunities; assistance with referrals to help address SDOH; and 
support with care coordination and integrated care efforts to help treat behavioral health and complex 
conditions. Provider Performance Improvement Advisors help providers improve quality and VBP 
performance including conducting VBP readiness assessments. Our Practice Transformation Specialists 
help PCPs advance and improve quality, care coordination, population health management, and 
integration capabilities that will help them succeed in delivering high-value, high-quality care through 
network-wide education and practice coaching. Providers that require financial assistance can use the 
Practice Transformation Fund to purchase telehealth equipment, hire additional staff including 
interpreters, set up electronic health records, and more. 

Humana has made substantial investments in primary care infrastructure for Medicaid-eligible adults. 
Our partnership with Ochsner Health System to build three clinics (in medically underserved areas with 
limited access such as Shreveport and Monroe) will deliver integrated care to Medicaid-eligible adults 
via both on-site physical and behavioral health providers, provide care management, and act as an 

access point for SDOH supports. Further increasing access 
to care where behavioral health and pediatric providers 
are limited, we will offer regional mobile clinics to provide 
exams, screenings, vaccinations, bloodwork/labs, 
telehealth, and potentially serve as disaster recovery 
locations.  

 
 

 
 

2.6.9.7 Strategies to Support Behavioral Health and Other Specialty Providers in System 
Reform Activities 
We have targeted strategies that consider the contracting, billing, and structural nuances of behavioral 
health and other specialty providers. Our Louisiana based Medicaid Provider Services staff is structured 
to promote mental health parity, with behavioral health-dedicated Provider Contracting staff and 
behavioral health-dedicated Provider Relations Representatives and Provider Performance 
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Improvement Advisors. They collaborate to ensure behavioral health providers of all types, including 
Human Services Districts and large inpatient hospitals, which vary considerably in their capabilities and 
support needs, experience a smooth transition to a new Medicaid Managed Care Organization and 
receive the support they need to deliver high-quality care. This staff offers custom virtual and in-person 
individual and group training to help providers navigate Medicaid Managed Care Organization processes 
and available services, and specialized training such as Screening, Brief Intervention, and Referral to 
Treatment. 

We offer integrated care support through a psychiatric consultation line; behavioral health billing 
support; and The Substance Abuse and Mental Health Services Administration-Health Resources and 
Services Administration's Integrated Practice Assessment Tool to assess provider readiness to 
participate in integration and facilitate integration continuum advancement. Our Practice 
Transformation Specialists help behavioral health providers and OB/GYNs improve quality, care 
coordination, population health management, and integration capabilities. 

 

2.6.9.8 Strategies to Share Provider Performance Data in a Timely and Actionable Manner 
Our Medicaid Provider Services team collaborates to provide timely reporting to providers on their 
performance in quality and VBP programs. Staff provides ongoing education and support to help 
providers understand the reports we give them and develop specific action steps based on performance 
data, delivering reports in-person or electronically depending on provider preference. They leverage the 
following tools to provide performance data: 

Clinical and Cost Data Analytics for Providers 
Our provider population health platform, Population Insights Compass, takes all financial data 
(medical/pharmacy claims, encounters, service fund settlement, rewards), and clinical data (care gaps, 
census and clinical programs, labs, electronic medical records, predictive models and clinical interface), 
and creates custom reports including Care Gap reports, emergency department visits, pharmacy reports, 
Census reports, Patient Detail reports, and a Key Performance Indicator dashboard to help track 
provider performance. 

 
 

 

Provider Performance Improvement Advisors help providers digest all of this available data analytics 
into concrete opportunities for them to improve their quality metric performance, close care gaps, and 
succeed in their VBP arrangements.  

Physician Performance Ratings 
Care Decision Insights provides PCPs with information about specialists' quality and efficiency in their 
region to help PCPs make more informed referrals. Care Decision Insights provides ratings based on 
effectiveness and efficiency, allowing specialists to compare their performance and costs to their peers. 

Care Highlight displays provider clinical quality and cost-efficiency ratings on Humana’s provider 
directory, 24/7 in accordance with Model Contract Section 2.10.2. These ratings provide information on 
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provider performance, enabling enrollees to make more informed decisions when seeking care, and 
promoting utilization of high-quality providers.  

Self-Service Tools to Access Data and Information 
Our provider portal is available 24 hours, seven days a week and allows practices to access key 
information including referral reports; authorization forms and approvals; enrollee admissions, 
discharges, and transfers; and claim status. Humana’s Care Profile application in our Provider Portal 
enables providers to view attributed enrollees’ contact information, assessments, and care plans (with 
appropriate enrollee consent). 

Seamless real-time medical record sharing between providers and our Care Management teams is 
available through our direct connection with Electronic Health Records. We committed to connect with 
the Greater New Orleans Health Information Exchange to increase connectivity to FQHCs and leverage 
the Corrections-Community Care Continuum. Based on discussions with Health Sync, which is 
establishing health information exchange capabilities in Louisiana, we plan to build data exchange 
partnerships with providers throughout the state.  

2.6.9.9 Provider Engagement Model 
Our Provider Engagement Model is 
based on broad experience in our 
Medicaid markets and feedback from 
associates and providers. It delivers 
high-touch support for Medicaid 
providers via 

 

 
 

 
 

 
 

 
 

 
 Through 

our Provider Engagement Model, we 
intend to leverage our 36 years of 
experience building trusting 
relationships with Medicare and 
Commercial providers in Louisiana as 
we support Louisiana Medicaid providers in transitioning to a new Managed Care Organization. 

2.6.9.10 Provider Engagement Staff 
Our Provider Services Manager,  

, leads our Provider 
Engagement staff, listed in Table 2.6.9.10. 

Figure 2.6.9.9 Provider Engagement Model 
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Table 2.6.9.10 Provider Engagement Staff 
Staff Area of Responsibility 
Medicaid Provider 
Relations Staff 

Regional Provider Relations Representatives specially trained to support individual provider types 
including, but not limited to, FQHCs, rural health clinics, behavioral health providers, and facilities 
and ancillary providers. Manage all administrative matters including onboarding, education, 
facilitating prior authorizations, and facilitating claims and complaint resolution by connecting 
providers to experts in those areas.  
Regional Provider Claims Educators help resolve claims quickly and perform claims analysis and 
trending to identify the need for system improvements or additional provider training. Educate 
providers on claims payment processes and provide tools to help limit claims errors. 

Medicaid Provider 
Performance 
Improvement 
Staff 

Regional Provider Performance Improvement Advisors provide quality improvement and VBP 
support for individual provider types including PCPs, FQHCs and rural health clinics, behavioral 
health specialists, Human Services Districts, OB/GYNs, and specialists; collaborate with providers, 
assessing provider readiness for VBP arrangements and sharing quality and performance data using 

 

Medicaid Practice 
Transformation 
Staff 

Practice Transformation Specialists collaborate with providers to build and strengthen their 
practice capabilities to deliver comprehensive care to enrollees and participate in more 
advanced VBP models. Provide specialized education and technical assistance. 

Quality Staff Quality Associates review behavioral and physical health provider records to ensure proper 
documentation of care delivery, identify opportunities to improve the documentation and delivery 
of treatment; and proactively engage with providers continually to review records using a 
standardized tool with core-required elements. Educate on proper documentation, and flag any 
significant quality of care findings for further investigation and follow-up. 

Our Provider Engagement staff is supported by Provider Services including local Provider Call Center 
Representatives who are cross-trained to handle all telephonic inquiries from physical and behavioral 
health providers, and various departments throughout Humana, including local Provider Contracting 
Representatives who engage, recruit, and support physical and behavioral health providers through the 
contracting process; Provider Resolution associates who quickly resolve provider disputes; Quality 
associates who provide quality data support; Case Managers who support enrollees with chronic 
conditions; Community Health Workers who connect enrollees to community supports; and Virtual 
Embedded Associates, Humana staff who are available for remote support and refer enrollees to social 
supports such as transportation, healthy food, housing, and childcare. 

2.6.9.11 Local Provider Field Representatives and Their Role 
Our regional Medicaid Provider Relations Representatives live in, work in, and represent the 
communities we serve, delivering in-person support in all nine Louisiana regions. Provider Relations 
Representatives receive extensive training prior to Contract go-live and our annual Perfect Experience 
associate training so they can effectively help providers transition to a new Managed Care Organization 

and deliver ongoing support to improve enrollee health 
outcomes. They are specially trained to work with individual 
provider types including FQHCs, rural health clinics, behavioral 
health providers such as Human Services Districts, OB/GYNs and 
specialists. 

As the single point of contact for providers, these local Provider 
Relations Representatives build strong relationships and 
simplify the provider experience. This starts with onboarding, in 
which they educate providers on how to work with Humana; 
introduce them to self-service tools such as our Provider Portal; 
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introduce them to resources such as the provider website that includes the provider manual and 
provider newsletters; and provide extensive education in person and virtually as described in our 
response to 2.6.9.2. Ongoing, Provider Relations Representatives meet providers regularly to educate 
and discuss administrative matters. They connect providers to other experts as needed, such as those 
who facilitate claims and complaint resolution. They also connect providers with their assigned Provider 
Performance Improvement Advisor for quality improvement and VBP support, and Practice 
Transformation Specialists for practice transformation assistance.  

2.6.9.12 Mechanisms to Track Interactions with Providers 
Our streamlined processes track distinct provider interactions, including:  

Electronic Interactions: We track every interaction our providers perform in our provider portal noting 
which providers access the site and the tools they access. Providers use our other web-based tools, (e.g., 
online training modules), which we track to ensure information is accessible and compliant with training 
requirements. Humana’s Medicaid provider websites received more than 68,000 views in 2020.  

Physical Interactions: We track all administrative and clinical visits by Provider Relations 
Representatives, Provider Performance Improvement Advisors, and Provider Claims Educators, which 
drive future interactions. Our visit checklists allow Provider Relations Representatives to track provider 
interactions including claims experience, action items, and follow-up meetings.  

Telephonic Interactions: Our Provider Call Center and Provider Relations Representatives log call topics 
and outcomes, routing and escalating (if needed) through our Customer Relationship Management tool 

to the appropriate associate for resolution. We identify, track, and trend for 
root cause analysis to resolve concerns, recording the full interaction in our 
Customer Relationship Management tool for reporting purposes, including 
response resolution time. These processes enable interaction data to be 
loaded and stored for trend analysis and improvement. Our Provider Services 

leadership, Provider Advisory Council, and Provider 360 Subcommittee review reports related to all 
interactions to identify broad training needs including specific code edit training or targeted training on 
topics specific to a provider type or geographic area, and provider interaction improvements. 

2.6.9.13 Collecting and Analyzing Utilization Data and Provider Feedback 
We collect and analyze utilization data and provider feedback regularly to identify opportunities for 
improvement and additional training.  

Collecting Utilization Data: Our data systems proactively monitor for medical, behavioral health and 
pharmacy over- and under-utilization such as, frequency of procedures, emergency department visits, 
prescribing trends, and inpatient measures from Healthcare Effectiveness Data and Information Set 
(HEDIS) and Consumer Assessment of Healthcare Providers and Systems (CAHPS) data. Our dashboard 
reports, which monitor utilization at the population and enrollee levels, provide skilled associates with 
actionable data to identify enrollees who are at high risk for high-cost or over-utilizations of services.  

Collecting Provider Feedback: We collect provider 
feedback through: One-on-one visits; committees 
including the Provider Advisory Council, Community 
Advisory Board, Medicaid Advisory Panel, Joint Operating 
Committee, and Health Advisory Committee; stakeholder 
meetings; regional town halls; surveys and more. Through 
our provider support, 98% of our Florida Medicaid providers surveyed in 2021 reported they were 
satisfied with our claims submission process. 
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Analyzing Utilization Data and Provider Feedback: The actionable utilization data and provider 
feedback is shared with our Provider Services, Provider Network, and Quality Management leadership 
and through our internal committees including the Provider 360 Subcommittee, Technical Advisory 
Committee, and Quality Improvement Committee, who monitor provider performance trends and 
identify additional needed training and corrective action. Our Provider Services team meets weekly to 
identify root causes, discuss issues and resolutions, and initiate provider notifications and potential 
resolution and remediation which include provider alerts, on-site visits by field staff, provider or clinical 
leadership, or quality improvement plans.  

2.6.9.14 Metrics to Measure Satisfaction of Network Providers 
Humana uses a variety of methods to obtain metrics to measure the overall satisfaction of network 
providers in order to identify trends and opportunities for improvement. These methods and metrics 
align with Model Contract Section 2.10.8.3, will be reported to LDH as required, as listed in Table 
2.6.9.14 and include: 

Table 2.6.9.14 Metrics to Measure Satisfaction of Network Providers 
Method Metrics Resulting Improvements 
Provider 
Satisfaction 
Survey 

Annual survey to measure satisfaction with 
access to linguistic assistance, training, 
communication, claims processing, dispute 
resolution, and coordination of care.  

Improvements to Provider Portal including developing 
Code Edit Simulator, Total Humana Overpayment 
Resolution (THOR), and Provider Payment Integrity Unit 
Live Line. 

Provider 
Relationship 
Tracker Survey 

Semiannual national survey includes Net 
Provider Score (NPS) questions that ask 
providers whether they would recommend 
Humana to other providers. 

2020 surveys measured an NPS improvement of 6 
points, a decrease in the incidence of submitting 
medication authorizations, and an increase in 
satisfaction with timeliness and issue resolution.  

Voice of the 
Customer 
Survey 

Surveys providers who call our Provider Call 
Center and Provider Payment Integrity 
Resolution team on likelihood to 
recommend Humana to a colleague, 
associates’ ability to assist provider, ease of 
communication, and overall call experience. 

Development of a timely filing calculator for Call Center 
associates to help calculate the timely filing limit, advise 
whether a claim was denied for timely filing is the 
appropriate outcome, and help determine if a claim was 
denied in error. 

Provider 
Complaint 
Reporting 

Claims denials, incorrect claims payments, 
reimbursement rates, prior authorizations, 
provider enrollments, credentialing, etc. 
reported to the State monthly. 

Complaints about transportation vendor resulted in new 
transportation monitoring system including daily calls 
for urgent issues, biweekly calls to review grievances 
and trends, and monthly meetings to review and 
address overall performance data trends. 

 

2.6.9.15 Provider Training on Humana and Louisiana Medicaid Managed Care Program  
Humana will offer the following comprehensive training on Humana Healthy Horizons in Louisiana and 
Louisiana Medicaid Managed Care Program requirements in a variety of formats, detailed in Table 
2.6.9.15: 

Table 2.6.9.15: Approach and Frequency of Training 
Training Frequency 
Initial Training including basic Medicaid program requirements 
(in-person and virtual) 

Within 30 days of contracting in compliance with 
Model Contract Section 2.10.7.1 

Regional Town halls: In person and virtual During implementation; at least annually thereafter 
Annual Policies and Procedures training (in-person and virtual) Annually 
Program Specific Training (High-claims denials, service 
authorizations, Level of Care Utilization System, Office of 
Behavioral Health standardized training, step therapy, etc.) (in-
person, virtual and online) 

As needed 

Webinars: Online Biweekly, monthly, on-demand 
6 
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2.6.10 2.6.10 Utilization Management 
Humana Healthy Horizons in Louisiana has reviewed and confirms adherence to the requirements in 
Model Contract Section 2.12. Our written Utilization Management (UM) program policies and 
procedures, structures, and processes meet NCQA standards. 
2.6.10.1 Satisfying Service Authorization Requirements 
Humana's robust prior authorization (prior auth) systems and 
automated processes reduce provider burden and ensure timely 
and appropriate delivery of enrollee care. Our systematic 
processes help us consistently adhere to required time frames. 
Since 2021 began, we have processed more than 400,000 prior 
authorizations in our Florida and Kentucky Medicaid markets, achieving a compliance rate with 
required time frames of over 99.7% in both markets. 

Processing Service Authorization Requests 
We use specific metrics to determine whether to include a service in the prior authorization list (PAL) 
while adhering to State guidelines. These metrics include current over-, under-, and inappropriate 
utilization; potential quality of care concerns; trends of services not meeting nationally recognized 
evidence-based criteria for medical necessity; claims volume for a service; projected enrollee impact; 
and projected provider impact. We convene cross-functional departments across our market-based 
team, as well as representatives from our provider network, to review and analyze trends and 
utilization, financial, and quality metrics on an ongoing and annual basis. This is to ensure our PAL meets 
the evolving needs of our enrollees. Humana will seek to lead efforts to convene the other selected 
managed care organizations (MCOs) to coordinate our PAL and prior auth processes across plans to 
reduce provider administrative burden. We will include provider representatives across specialties 
and geographic regions in these conversations to promote transparency and collaboration. 

Proposed Workflow 
Designed to ensure timely, efficient, and effective care, our prior auth processes fully comply with the 
Model Contract. Figure 2.6.10.1 depicts our prior auth workflow, including expedited reviews. 
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Prior Authorization Submission Processes Promote Enrollee and Provider Ease  
Humana allows enrollees and providers to submit prior auths 24 hours a day, 7 days a week through a 
variety of mechanisms. Enrollees may submit a written request via mail or call our dedicated Clinical 
Intake Team (CIT). Providers may submit prior auths through any of the following: 
• Online: Providers may submit and upload supporting clinical documentation through our provider

portal, Availity. Once submitted, the request routes through our logic-driven processes within our
clinical workflow system.

• Phone, Email, and Fax: Humana's dedicated, 24/7 CIT is our primary point of entry for phone, email,
and fax requests. Calls into our Louisiana-based Provider Call Center regarding prior auths are
directly routed to our CIT for specialized support.

   

Innovative Approaches to Reduce Provider Administrative Burden  
Humana employs a multifaceted approach to reduce provider administrative burden via our UM 
processes which promote timely and seamless delivery of appropriate enrollee care. Humana has 
partnered with Epic to enable automated prior auths and enrollee insights at the point of care. 
Enhanced features allow the clinician to remain in current workflows when ordering procedures, 
without switching systems or screens, enabling true interoperability and reducing the time it takes 
providers to determine whether a service is covered.  

 
 

 
 Upon analysis, the provider is scored to determine if 

they meet criteria to receive Gold Card status. In a 2020 pilot in our Florida market in 2020 with two 
provider groups we observed no increase in corresponding utilization patterns. We will pilot this 
program in Louisiana upon thorough review of high-performing providers. 

Interfacing with the Single Pharmacy Benefits Manager 
We look forward to working with the State's single pharmacy benefits manager (SPBM) on 
administrative and payment services and will tailor our processes to meet contracting needs. Humana 
will assist providers in connecting to the SPBM and will use the daily claims file to manage medication 
therapy management, our Louisiana lock-in program, enrollee management, and retro DUR programs 
and processes in compliance with the requirements outlined in the MCO Manual. 

Multi-Pronged Approach to Ensuring Timely Processing 
Robust UM System Automatically Ensures Adherence to Timeliness Requirements 
Our automated internal UM processes use logic-driven programming to adhere to timeliness 
requirements. Automated features that support timely UM activities include: 
• Routing of authorizations with date and time stamps within system
• Automated business rules route in real-time to appropriate clinical team for review
• Auto-approvals of requested services that do not require a prior auth include notification of

authorized service request(s) to enrollees and providers
• Electronic capture of provider clinical information to support UM decisions
• Links to useful tools, such as Milliman Care Guidelines (MCG) and Customer Care system, to enhance

user efficiency
• Integration of our clinical platform for UM and Care Management – including physical health,

behavioral health (BH), and social determinants of health (SDOH)
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Appropriate Staffing Levels and Qualified Associates 
Our Louisiana UM program will be overseen by our plan

 

 
licensure, and experience, including staff specifically assigned to SHS and PSH, per Model Contract 
Section 2.12.5.5. We will refer cases requiring clinical review to a Louisiana-based associate with the 
appropriate clinical licensure for a decision based on medical necessity. If the case cannot be approved 
based on medical necessity, it is forwarded to a Medical Director for review. Only physicians with an 
active Louisiana license can make an adverse determination based on medical necessity. 

Ensuring Consistent Application of Review Criteria  
Consistent decision-making is critical to uniformly apply medical necessity by physician and non-
physician reviewers. We conduct ongoing training and auditing for UM staff to ensure correct selection 
and consistent application of review criteria: 
• Inter-Rater Reliability (IRR): We perform IRR audits of physician and non-physician reviewers at least

annually to measure their consistency in selection of guidelines and application of criteria-based
decision-making. If reviewers score less than the desired threshold, they re-take the examination. If
they score less than the threshold on their second try, they undergo additional training. Our Florida
market reviewers achieved a 97% passing rate in our annual 2020 IRR audit, revealing minimal
variability in UM determinations.

• Monthly Case Review Audits: Humana conducts monthly case reviews using NCQA-endorsed
methods. We review each case for correct guideline chosen, appropriate determination, and
timeliness of determination, including notification to the enrollee and/or provider as required. We
discuss and review any failed element for opportunity for further training.

•

• UM Training: Upon hire, all UM staff receive four weeks of robust training, followed by four to six
weeks of preceptor training, where an experienced UM associate mentors the new associate and
verifies their readiness. We notify associates and provide training when we revise policies and
procedures and review them individually, as teams, and/or through in-service updates.

2.6.10.2 Satisfying Requirements for Utilization Management per Model Contract 2.12 
Humana has established processes and procedures in place that meet the requirements in Model 
Contract Section 2.12.  

eporting directly to the Quality Assurance 
and Performance Improvement (QAPI) Committee, the UM Committee will oversee all Humana and 
network providers UM activities. 

2.6.10.2.1 Proposed Criteria of Utilization Management Process 
Our UM guidelines adhere to all federal and State regulations, enrollee benefit coverage and contractual 
requirements. We will ensure that our guidelines are no more restrictive than the State Medicaid 
program, including quantitative and non-quantitative treatment limits. Humana maintains a corporate 
license to use MCG, externally developed, peer-reviewed, evidence-based, standardized criteria created 
to support effective UM, as well as American Society for Addiction Medicine (ASAM) for substance use 
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disorder (SUD). When necessary, we supplement MCG and ASAM with guidelines from nationally 
recognized organizations, including but not limited to: 
• American Academy of Child and Adolescent

Psychiatry
• American Diabetes Association
• American Heart Association
• American College of Chest Physicians
• Centers for Disease Control and Prevention
• American Academy of Pediatrics

• American Academy of Family Physicians
• American Congress of Obstetricians and

Gynecologists
• Agency for Healthcare Research and Quality
• American Psychiatric Association
• National Quality Forum

Through routine interaction with our provider-facing staff and participation in our Provider Advisory 
Council (PAC), we will elicit ongoing input from our Louisiana network providers to ensure our UM 
program evaluates local trends and continuously meets enrollee and provider needs. We will share 
feedback with our UM Committee and incorporate into our guideline approval process. We will also 
promote participation in our PAC from a variety 
of provider types, including BH providers and 
pharmacists, as well as at least one provider 
representative from each region of the State. 

Monitoring and Evaluation of UM Criteria  
At least annually, we use systematic processes 
and robust data analytics to monitor our UM 
program and utilization trends via our formal QI 
program evaluation. The UM Committee 
reviews our program guidelines annually, or more frequently if needed. Guidelines are subsequently 
presented to our Continuous Quality Improvement Committee (CQIC) for approval. The CQIC meets on a 
quarterly basis and reviews, provides guidance, and makes recommendations regarding policies and 
procedures, UM criteria, quality standards, and related legal, regulatory, and accreditation 
requirements. After we update or approve a guideline or a new guideline, we post updates on our 
public-facing website. This centralized and integrated approach ensures timely sharing of best practices 
across markets. Through this process, we also evaluate our PAL against a set of internal and external 
metrics, including comparing our PAL versus our competitors. We adjust our PAL accordingly: in 2019, 
we removed 24.5% of procedures from our PAL, ultimately reducing provider burden and promoting 
seamless delivery of care for our enrollees. 

Applying UM Criteria to Determine Appropriateness of Treatment and Site of Treatment  
Humana's Clinical staff and Medical Directors use our established policy guidelines, which encompass all 
care acuity levels, to support medical necessity decisions. However, these guidelines do not replace 
clinical judgment. We review service authorization requests based upon the State Coverage Manual, 
MCG, ASAM (where applicable), and our State-approved Humana Medical Coverage Policies. EPSDT 
requirements are incorporated into all reviews for enrollees under the age of 21. Humana incorporates 
BH into all aspects of our QI and UM programs; our  

 

Humana reviews all inpatient stays against medical necessity criteria to determine appropriateness of 
treatment, and works with providers when those criteria are not met to ensure the enrollee is receiving 
the most appropriate care. We provide peer-to-peer consultations between the attending physician and 
a Humana Medical Director when the front-end review results in a denial of inpatient status. As a result 
of implementing this enhanced front-end review, we achieved a 9.7% decrease in the observation rate 
and a 16.3% decrease in admissions per thousand to date in our Florida market in 2020. 
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2.6.10.2.2 Monitoring and Addressing High Emergency Room Utilization 
Our robust IT infrastructure and reporting capabilities support Humana's UM processes to ensure 
effective discharge planning and engage enrollees and providers in better managing care to reduce 
emergency room/emergency department (ER/ED) utilization. These strategies have proven successful: 
since 2016, we have reduced nonemergent admissions by 47%, readmissions by 38.7%, and ER/ED 
visits by 8.3% per 1,000 for high utilizers in our Florida Medicaid market. 

Monitoring High ER/ED Utilization 
We use an array of sophisticated analytical tools to proactively identify enrollees at risk of potentially 
preventable ER/ED utilization and to monitor trends.  

 
 

 
 

With the EIR, users, including UM leaders, can view overall 
performance and drill down to specific data elements to analyze data quickly and identify root causes. 
The EIR also includes front-end review metrics to monitor appropriate inpatient versus observation 
utilization. Our Data and Analytics, UM, Quality, Pharmacy, BH, and CM teams review these reports 
monthly and collaborate on timely and appropriate interventions. The software consolidates these 
tools, in addition to supplemental enrollee demographic data, to create automatic and immediate CM 
referrals. We review these algorithms on an ongoing basis to ensure they are up to date on emerging 
trends in our populations. 

Addressing High ER/ED Utilization 
Promoting Appropriate Care Seeking Behaviors 
Based on the RFP Data Book, regions with lower primary care 
utilization showed higher rates of inpatient utilization. Our 
approach to managing inappropriate ER/ED utilization for 
Louisiana will rely upon providing extensive services to 
support appropriate care and employing a multichannel 
approach to educating enrollees on appropriate care seeking behaviors and their available services. To 
expand enrollee access to care, Humana will offer the following programs: 
• Building Capacity: Humana is partnering with Ochsner to build primary care clinics in underserved

areas that will deliver high-quality care in the community setting, enhancing access and alleviating
health disparities among vulnerable populations.

•

• Remote Patient Monitoring (RPM): To support enrollee self-monitoring and enable providers to
gather data outside of the healthcare setting, we will offer RPM for diabetes care, cardiology,
maternal fetal medicine, and neurology. In addition to glucose pumps and monitors, Humana will
also provide blood pressure cuffs, scales, and home visits.

• Paramedicine for Episodic and Urgent Care: In partnership with local emergency medical services
entities/vendors, we will provide post-discharge care and/or community-based care for frequent
ER/ED utilizers. We will connect a network of neighborhood-based responders, such as emergency
medical technicians, nurses, and firefighters, supported via video with telehealth doctors, to patients
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who need nonemergent care. These responders will perform medication reviews, follow-up with our 
enrollees' care teams, and share reports with the enrollee's PCP to support continuity of care. 

• Specialized Telephonic Health Coaching Programs: Humana offers individualized health coaching for
SUD, PTSD, Adverse Childhood Experiences (ACEs), diabetes, tobacco cessation, and weight
management.

• Member Incentives: We incentivize enrollees to access timely care in appropriate settings, 

.
• 24/7 Access to Clinical Support: Enrollees may contact our Medical Advice Line and BH Services

Crisis Hotline, which guide enrollees to the appropriate level of care in an immediate crisis, 24/7.
Enrollees who have contacted these lines receive a follow-up call on the next business day to offer
assistance and evaluate ongoing needs, including the potential to benefit from Care Management
and/or SDOH support. Our pregnancy mobile application also includes direct access to a 24/7 nurse
line.

• Comprehensive Value-Added Benefits (VAB): We offer a range of VAB tailored to the needs of each
of our populations. 

 staff, network providers, and community partners can access our
robust community resources directory with closed-loop referral capabilities, enabling a coordinated
and timely approach to addressing the social drivers that impact our enrollees' health. Humana's
national Bold Goal initiative focuses on addressing the SDOH that drive healthy behaviors which has
achieved year-over-year reductions in unhealthy days for four consecutive years in Baton Rouge.

We educate enrollees on the above services, appropriate care seeking behaviors, and on the importance 
of preventive care and condition self-management using in-person, text, and telephonic engagement 
and outreach; written communications through mail and email newsletters, our website, and the 
enrollee portal; and seasonal campaigns. Across our Medicaid markets, we recently launched a 
multichannel ER/ED diversion campaign, Where to Go for Care, to education high utilizers on 
appropriate care seeking behaviors and relevant Humana programs. We send out multichannel 
communications to targeted enrollees in both English and Spanish. 

Prompt Referrals to and Promotion of Engagement in Care Management  
We use our ER/ED predictive model, as well as historic ER/ED visits, as inputs into CM risk stratification 
model. Our proprietary ER/ED Predictive Model quantifies the likelihood of future ER/ED utilization for 
each enrollee, using cost and utilization for different clinical, behavioral, and functional conditions as 
well as socioeconomic profiles. Enrollees with a history of frequent ER/ED utilization receive multiple 
outreach attempts from our Care Management team for assessment of unmet needs, including physical 
health, BH, and SDOH, and for inclusion in Care Management. Our Case Managers educate their 
assigned enrollees on appropriate care-seeking behaviors, including recognizing when they should go to 
the ER/ED, which conditions can be treated in an urgent care center, when a call to their PCP, or when 
our Medical Advice Line may be more appropriate. 

Engaging Providers to Address High ER/ED Utilization  
We view our network providers as key partners in improving enrollee health outcomes and managing ER 
utilization. We employ a multifaceted approach to encouraging appropriate and timely management of 
enrollee needs, including: 
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• Supplying Providers with Timely and Actionable Data: Through direct connection with electronic
health records (EHRs), our Medical Record Management application enables seamless sharing of
medical record information between providers and our Care Management teams, including the
transmission of admit, discharge, transfer (ADT) data in near real-time. We regularly share provider
reports through our Provider Portal and through in person engagement with Provider Performance
Improvement Advisors (PPIAs) who conduct targeted education for providers with high utilization
metrics. Further, our provider Population Insight Compass Tool provides an integrated view of gaps
in care, services, and needs, including enrollee ER/ED use, across the provider’s patient panel and
turns these data into actionable reports. Provider profiling offers provider-level reports of claims and
encounter data to analyze over-utilization and provide peer-to-peer analysis, allowing us to pinpoint
trends. This actionable data enables providers to conduct timely outreach, informs their care
processes, and drives our approach to provider education.

• Enhancing Provider Capabilities and Infrastructure Through Practice Transformation: Through our
practice transformation model, dedicated and experienced Practice Transformation Specialists work
directly with providers to identify areas where the practice could improve care delivery,
technological infrastructure, or care coordination, and tailor our supports to their individual needs.

•

Promoting the Delivery of Integrated Care: In our Florida Medicaid plan, Humana facilitated a 
partnership between Pediatric Associates (a provider group operating under a risk-based, total-cost-of-
care contract) and Chrysalis Health (a BH care services provider) to co-locate BH professionals into three 
high-volume practices. We incentivized the adoption of advanced care models by aligning 
reimbursement rates to support and sustain co-located services to enhance timely access to BH services; 
improve PCPs' ability to address BH needs; reduce gaps in care; increase BH referrals; and mobilize 
community support resources. Between 2018 and 2019, we found the participating practices improved 
BH referral adherence by 26% and reduced ER/ED utilization by 8%. We have similarly supported the 
advancement of integrated care delivery in Louisiana. Through our partnership with the Capital Area 
Human Services, Humana's Bold Goal directly supported the integration of BH services within a 
multispecialty clinic in Baton Rouge. Most referrals result in an appointment within one week, although 
same-day access is possible. Based on a pre-/post-analysis for Medicare enrollees with claims both 12 
months before and after referral to the integrated clinic, we found that participation in the pilot 
reduced inpatient utilization by 60%, ER/ED utilization by 25%, and outpatient utilization by 17%. 
Leveraging this experience, we will prioritize fostering dynamic provider relationships and incentive 
arrangements to enhance integrated care delivery for Louisiana Medicaid. 
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2.6.10.2.3 Process for Pre-Admission Screening and Resident Review (PASRR) and Concurrent Reviews 
Humana's PASRR Processes  
Our PASRR policies will fully comply with Model Contract Section 2.7.7 and all requirements in the 
MCO Manual. We will ensure enrollees are not inappropriately placed in nursing homes for long-term 
care. Within our integrated clinical platform, Humana will ensure PASRR Level I evaluations are 
completed and all enrollees are evaluated for mental illness and/or intellectual disability for appropriate 
treatment in the appropriate setting. We will employ trained licensed mental health professionals 
(LMHPs) in all regions of the State to complete the PASRR Level II in person for all enrollees within four 
calendar days of notification of a positive PASRR Level I (excluding those enrollees with a developmental 
disability) or referral from LDH. Upon completion, Level II evaluations are stored in our clinical platform 
and will be submitted to the Office of Behavioral Health (OBH). If OBH determines nursing facility 
services are not appropriate, Humana will assist eligible enrollees to obtain alternative BH services 
available under this Contract. 

Humana's Concurrent Review Processes 
Humana always considers requests for ongoing inpatient care as urgent. As such, we have nurses and 
physicians on call to conduct concurrent reviews for ongoing services. Our concurrent review includes: 
• Clinical utilization review to ensure coordination of inpatient services as ordered and specialist 

provider referrals within the network to prevent duplication of outpatient services 
• Coordination of discharge services including utilization review for appropriate discharge to skilled, 

long-term acute care, and acute rehab levels of care 
• Referral for CM, BH, and SDOH services based on enrollees identified needs.  
• Communication and provision of updates to Interdisciplinary team (ICT) for transitions of care  
• Coordination with the hospital team and outpatient providers on enrollees’ Plan of Care 
As part of our ongoing concurrent reviews, we hold twice-weekly integrated UM rounds during which 
Humana's Medical Directors, UM nurses, and Case Managers review cases of enrollees currently 
admitted to a facility, evaluating both physical health and BH cases. Humana Medical Directors conduct 
specialized rounds on complex cases, including adults hospitalized for more than 14 days and 
adolescents and pregnant enrollees hospitalized for more than seven days, and meet with UM nurses on 
a monthly basis to discuss medically complex children.  

Our Concurrent Review associates also play an important role in discharge planning with facility staff to 
ensure timely discharge, with a safe discharge plan in place, including a BH crisis plan, as applicable. This 
includes a psychosocial assessment to identify gaps in care, educational needs related to disease 
processes, medication adherence, SDOH needs, and communication of enrollee’s needs to PCPs to 
better assist with discharge decisions and coordination of care. Upon discharge, all enrollees receive 
outreach from Humana's Clinical teams. For enrollees actively engaged in Care Management, the 
enrollee will receive a call from their Case Manager upon discharge and enrollees not actively engaged 
in Care Management receive outreach for screening and referral to Humana clinical programs, as 
appropriate. 

We will place UM nurses onsite in high-volume facilities (with facility 
permission) to coordinate with our on the ground care team and 
conduct face-to-face discharge planning. Our On-site Nurse Liaison 
program facilitates a personalized enrollee experience to holistically 
assess individual enrollee needs. Onsite nurse liaisons work with our 
UM Transition Coordinators, our BH UM staff, and Community Health 
Workers (CHWs), to facilitate a smooth discharge and transition back 
into the community and will conduct individualized enrollee 
assessments to identify gaps in care and SDOH needs; direct real-time enrollee intervention and 
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coordination of services that facilitate a successful transition of care from the inpatient setting; convene 
with the enrollee's PCP, hospitalist, Humana Care Management team, and hospital team to ensure a 
collaborative approach; and improve provider relationships and engagement among ICTs. 

Humana's Discharge Planning Processes Ensure Follow-Up Attendance and Reduce Readmissions: At 
the beginning of 2020, our Illinois Dual Demonstration program implemented an initiative to increase 
post-hospital discharge follow-up appointments. Under this initiative, the assigned Humana UM nurse 
asked the facility to schedule a post-discharge follow-up appointment while the enrollee was still 
hospitalized. Further, the Care Management team included two additional questions in their enrollee 
post-discharge follow-up calls to ensure the enrollee had a post-hospital follow-up appointment 
scheduled, including transportation to the appointment, and scheduled appointment and transportation 
services as needed. As of the end of November 2020, 97% of our enrollees completed a follow-up 
appointment 30 days post hospital discharge. 

2.6.10.2.4 Complying with Mental Health Parity Requirements 
Humana is committed to ensuring the MHPAEA requirements are embedded throughout our Medicaid 
operations. Our analysis ensures benefit limitations on medical/surgical (M/S) and mental health and 
substance use disorder (MH/SUD) benefits are not more restrictive than benefit limitations on M/S 
benefits in the same classification and will comply with LDH's MHPAEA Compliance Plan. The analysis 
includes QTL and NQTL. We will prepare this analysis using the guidance provided in the CMS Parity 
Compliance Toolkit Applying Mental Health and 
Substance Use Disorder Parity Requirements 
(Toolkit). Humana will use the step-by-step 
process in the Toolkit to perform the QTL 
analysis and the NQTL grid to complete a review 
and analysis of NQTL compliance. 

When Humana implements a new Medicaid 
contract, our Mental Health Parity Governance Lead, Tricia Cloud, works with the Market leadership, 
Implementation lead, Product Development, Provider Network, UM, Pharmacy Director, Population 
Health Management and Healthcare Services leaders to complete the MHPAEA analysis. We will 
compare the formulas and grids from the Toolkit to the Louisiana Medicaid Program to measure and 
track compliance for QTL and NQTL, with a particular focus on the actuarial formulas for the QTL analysis 
and the comparative analysis grid for the NQTL using the Questionnaire- Example B provided in the 
Toolkit. Humana’s processes, strategies, evidentiary standards, and other factors used to apply NQTLs to 
MH/SUD are comparable to, and applied no more stringently than, those used to apply the limitation 
with respect to M/S benefits in in accordance with the MHPAEA. Humana has instituted processes, 
controls, and governance to set and ensure compliance with NQTLs when we are implementing a new 
Medicaid contract. Ongoing oversight ensures continued compliance. We conduct an updated MHPAEA 
analysis in the following situations:  
• The benefit design or benefit operations change
• A State Contract Amendment change affects the benefits, QTLs, or NQTLs
• Any changes made to the PAL
• Annually if none of the above reasons require an updated analysis to be completed

2.6.10.2.5 Identifying and Mitigating Over-Utilization 
Identifying Over Utilization  
Humana employs systematic processes to continuously monitor utilization and costs to appropriately 
stratify enrollees for intervention. Our Data and Analytics teams identify high utilizers using industry-
leading tools, described in Table 2.6.10.2., using factors such as enrollment information; enrollee 
demographics; medical, pharmacy, and lab claims; authorizations; clinical conditions; and SDOH data. 
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In November 2019, our Florida Medicaid market 
completed their annual MHPAEA review and identified 
an opportunity to better align our expanded benefits 
across MH/SUD and M/S. As a result of the review, 
Humana removed the benefit limitations and 
authorization requirements for equine therapy and 
home visits by a social worker in February 2020. 
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Table 2.6.10.2: Humana's Dashboards and Reports to Monitor Utilization 
Report Description 
Inpatient Census 
Report 

Daily detailed account of acute and sub-acute inpatient facility admission cases 

Potentially 
Preventable Events 
(PPE) Report 

Identifies admissions, readmissions, facility-based complications, ER/ED visits, and ancillary 
services that likely could have been prevented 

Inpatient Clinical 
Dashboard 

Weekly reporting of key operational metrics, such as time from receipt of authorization to 
nurse receipt, time for clinical decisions, discharge plan documentation, enrollees 
contacted for post-discharge follow up, clinical program reach and engagement rate. 

Early Indicator 
Report 

Monthly reporting of key utilization metrics, such as admits/1,000 by utilization type, 
inpatient days/1,000, length of service by type, ER/ED visits/1,000, etc. Dashboard format 
allows user to drill-down for analysis by demographics, such as geographic region, plan 
type, and age of user. 

High Utilizer Report Monthly report allowing us to drill down into individual enrollees with high utilization by 
service type, e.g., ER/ED, inpatient care, etc. as well as provider denials 

Provider Profiling Quarterly provider-level report of claims and encounter data to analyze under- and over-
utilization and to provide peer-to-peer analysis 

Predictive Model 
Reporting 

Predictive Model for Severity Score, updated monthly, and Inpatient and Readmission 
Model, updated daily from admission to discharge are integrated into our Integration Plus 
Population Health (Integration+) platform to trigger referrals for clinical programs; ER/ED 
Predictive Model scores available by report each month and are integrated into the 
Platform; Opioid Predictive Model to identify high-risk enrollees 

Readmissions by 
Provider Report 

Monthly tracking of 14- and 30-day readmission rate for acute admissions and physician 
visit within 14 days of discharge date 

Provider Payment 
Integrity Report 

Monthly tracking and dashboard related to provider payment outlier analysis and trending 
and analysis to identify potential fraud, waste, and abuse 

High Cost 
Prescription Report 

Report identifying enrollees who have 10 or more unique drugs that average more than 
$250 per prescription 

Pharmacy All Claims 
Detail 

Report providing enrollee, prescriber, and pharmacy claims detail for all pharmacy claims 
processed within the selected time period 

On a monthly basis, our Data and Analytics, UM, Quality, Care Management, Pharmacy, and BH teams 
review the above reports and collaborate on timely and appropriate interventions. In addition to this 
monthly reporting, our software takes all of the previously mentioned tools, in addition to supplemental 
enrollee demographic data, into account to create Care Management referrals. We review these 
algorithms on an ongoing basis to ensure they are up to date on emerging trends in our populations. 

Mitigating Over-Utilization 
Once we have identified over-utilization either at the individual enrollee level, or as a population-level 
trend in certain regions, we seek to identify the drivers of the increased utilization and develop 
strategies to address root causes. 

Timely Enrollee Intervention: When we identify an enrollee who is at risk for or has had high utilization 
through the above-described processes, our Care Management teams conduct outreach to engage the 
enrollee in our Care Management programs. In addition to multiple phone and mail outreach attempts, 
we rely on the broad reach of our field-based staff to locate and engage with enrollees in their 
communities. We will leverage our Louisiana-based CM team to locate hard-to-contact and high-risk 
enrollees and engage or re-engage them in care.  

Engaging or Re-Engaging Enrollees in Care Management: Our Care Management approach prioritizes 
enrollee education on available programs, enhances care coordination with the enrollee's ICT, supports 
chronic condition management, identifies and addresses social needs, and promotes appointment 
attendance and routine preventive care. 
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Ensuring Appropriate Pharmacy Utilization: We actively monitor, track, and report on pharmacy 
utilization and indicators to identify potential areas of overutilization. We deliver reports to our network 
providers indicating potential areas of concern, including reports on: 
• Enrollees with Unique Drugs: A configurable report that flags enrollees with unique prescriptions 

over a determined threshold and details the number of prescribers, total prescriptions, and total 
prescription cost. We establish this threshold for each market based on utilization patterns. 

• All Target Claims Detail: Humana has identified lower cost formulary alternatives for a select number 
of medications. The report identifies members who have been prescribed one of the selected 
medications and provides one to two lower cost alternatives with associated savings if the prescriber 
changes the therapy. 

• All Claims Detail: Report provides enrollee, prescriber and pharmacy claims detail for all pharmacy 
claims processed within the selected time period. 

We monitor inappropriate prescribing and utilization to ensure appropriate drug product use. Through 
pharmacy claims review, we identified overutilization with a major provider group in our Florida 
Medicaid program, dispensing attention deficit hyperactivity disorder (ADHD) medications just over 2.8 
times higher than the state average in Q3 2019. We deployed targeted outreach and education, 
including sharing actionable data with the group, ultimately resulting in a reduction of their spend in 
the drug class by more than 11%. 

Provider Engagement Approach: We work directly 
with our providers to continuously track, monitor, 
and analyze utilization patterns. We supply providers 
with timely and actionable data to support provider 
intervention for our enrollees through our provider 
portal, Availity, and through interactions with our 
PPIAs. Provider profiling offers further provider-level report of claims and encounter data to analyze 
under- and over-utilization and to provide peer-to-peer analysis. We also engage various Provider types 
to enhance enrollee access to care, including offering an Extended Hours Bonus for PCPs and BH 
Providers and leveraging shared risk arrangements to encourage providers to address high utilization. 

Ongoing Monitoring and Evaluation: On a monthly and ongoing basis, our Data and Analytics, UM, 
Quality, pharmacy, BH, and Care Management teams review the previously described reports, enrollee 
interventions, and provider performance. Through this close collaboration, we ensure a comprehensive 
approach to designing and implementing interventions. All interventions are continually monitored for 
effectiveness, enabling us to continuously refine our approach to meet enrollee needs. Quarterly, we 
formally report trends and initiatives to our market-based QAPI Committee. 
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After identifying a growing number of high-cost and/or potentially preventable events for COPD, asthma, heart 
failure, and diabetes among our Florida Medical enrollees, we developed a standard of care for our Care 
Management program to improve clinical outcomes, reduce preventable admissions/readmissions, and ER/ED 
visits. Specifically, we developed a set of critical data elements to be collected at each condition-specific 
encounter based on widely accepted, evidenced-based guidelines. These elements help identify gaps in care and 
our Humana Care Management team partnered with PCPs and specialists across the state for improved delivery 
of care based on gaps. To date, this initiative has achieved significant results for all targeted populations: 
COPD: 30% reduction in IP admissions post engagement with Care Management; 

90% of engaged enrollees had their annual PCP visit. 
Asthma: 28% reduction in ED visits post engagement with Care Management; 

95% of engaged enrollees had their annual PCP visit. 
Heart Failure: 44% reduction in IP admissions post engagement with Care Management; 

93% of engaged enrollees had their annual PCP visit. 
Diabetes: 37% reduction in ED visits post engagement with Care Management; 

96% of engaged enrollees had their annual PCP visit. 

Humana has experience successfully working with 
Louisiana providers to improve outcomes and 
reduce costs. Humana's Louisiana-based Medicare 
Advantage value-based arrangements achieved a 
21.5% cost savings (compared to Medicare FFS) in 
2019, driven by a 27.5'':, reduction in inpatient 
admissions and 2.5% reduction in ER/ED visits . 
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2.6.10.3 Experience with Utilization Management of Comparable Populations 
Through our experience operating dynamic UM programs, we have broad experience analyzing trends, 
pinpointing root causes, and implementing tailored interventions and process improvements that 
measurably reduce costs and address inappropriate utilization. Our strategies are effective: in our 
Florida Medicaid program we achieved a 38% reduction in ER visits, an 18% reduction in inpatient 
admissions, and 19% reduction in acute readmissions per 1,000 between 2018 and 2020.  

2.6.10.3.1 Challenges Identified with High Utilization and Increasing Medical Trends 
Our experience managing the physical, behavioral, social, and pharmaceutical needs of diverse enrollees 
has taught us that effectively managing high utilization and increasing medical trends requires a 
proactive and whole-person centered approach. Challenges and lessons learned in Table 2.6.10.3-1 
include:  
Table 2.6.10.3-1: Challenges Identified with High Utilization and Increasing Medical Trends 
Challenge Description 
Inappropriate 
Use of the ER/ED 

Various factors have contributed to our Medicaid enrollees inappropriate ER/ED. We found the 
lack of after-hours access to primary care, lack of awareness of other level of care options, and 
various SDOH (food insecurity and homelessness) are major drivers of overutilization of ER/ED 
services. Increasing access to rural and underserved areas also presents a challenge in our 
Florida program. When our enrollees cannot reliably access necessary primary care, they turn 
to more costly, less effective care options. We also see the impact of lack of access in overall 
medical trends. Where there is underutilization of primary care services, there is an increase in 
high cost, low-value care, sometimes culminating in an inpatient stay due to the exacerbation 
of existing conditions. 

Enrollee Barriers 
to Follow-Up 
Appointment 
Attendance 

Ensuring enrollees keep their follow up appointments and are referred to appropriate services 
is critical to reducing readmission rates. Across our Medicaid plans, we have found that 
engaging enrollees and their care teams while inpatient and immediately upon discharge helps 
us to effectively engage the enrollee and understand the barriers to care they may face. Often, 
enrollees express SDOH needs, including transportation, which hinder their ability to seek 
routine care.  

Identifying 
Disease and 
Demographic 
Drivers of 
Utilization Rates 

When we identify an increase in utilization rates, we have often found that specific disease 
conditions or demographic factors are often the main drivers. In our Florida Medicaid program, 
upon identification of increasing potentially preventable readmissions in 2017, we conducted a 
thorough claims and encounter data analysis to examine conditions contributing to the highest 
number of readmissions. We found that sickle cell disease, a disease that disproportionately 
affects Blacks, was one of the top contributing conditions for preventable readmissions, 
accounting for 15% of total readmissions. 

2.6.10.3.2 Initiatives Undertaken to Manage High Utilization 
When we identify barriers, our cross-departmental teams implement initiatives to address root causes 
that measurably reduce costs and decrease inappropriate utilization. We use lessons learned to 
prioritize and operationalize strategies for improvement shown in Table 2.6.10.3-2. 
Table 2.6.10.3-2: Initiatives Undertaken to Manage High Utilization  
Challenge Initiative Undertaken  
Inappropriate 
Use of the 
ER/ED 

Every month, Humana’s Florida Medicaid Health Services teams meet to review the EIR and 
discuss emerging trends, year-over-year metric comparisons, additional reporting needs, and 
initiatives/pilots designed to improve metrics. Through this forum, our clinical and network 
teams noticed areas of our network that had limited urgent care access, which contributed to a 
6.3% increase in potentially preventable ER/ED visits from 2016 to 2017. Humana subsequently 
launched an urgent care strategy that included contracting with additional urgent care centers to 
expand access. We saw an immediate 2.6% shift from the ER/ED to urgent care from 2017 to 
2018. Humana is continuing this strategy by launching enrollee and provider education 
campaigns and implementing a provider after-hours incentive. 
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Challenge Initiative Undertaken  
Enrollee 
Barriers to 
Follow-Up 
Appointment 
Attendance 

We employ tailored and proactive discharge planning processes across our Medicaid markets to 
promote follow-up appointment attendance to reduce readmissions. In our Illinois Duals 
program, we recently added two questions to our post discharge survey to ensure the enrollee 
has a follow-up appointment scheduled and transportation to that appointment. We achieved an 
over 11-point increase in our rate for Follow-Up after Hospitalization for Mental Illness within 
30 days based on YTD 2020 data. In our Florida program, we are currently monitoring a PIP to 
enhance our BH discharge planning process to: 1) Ensure structured assessment of enrollee 
discharge needs and plan is communicated with inpatient provider within two days of admission; 
2) Confirm if enrollee is linked to a BH provider; 3) Conduct CM outreach and engagement within
three days of discharge. We have already observed increase compliance with follow-up PCP
appointment attendance among enrollees targeted through this enhanced process.

Identifying 
Disease and 
Demographic 
Drivers of 
Utilization 
Rates 

To address the driver of readmissions and health disparity in our Florida plan, we partnered with 
Johns Hopkins University to create a Sickle Cell Center of Excellence and develop clinical best 
practices and disease-specific education on sickle cell disease. Program components include 
targeted questions added to the HNA to identify new enrollees with sickle cell disease, 
specialized outreach to enrollees with sickle cell, creation of enrollee- and provider-focused 
education, and provider training on environmental influences on child health outcomes. 
Enrollees engaged in this program exhibited a 35% decrease in average length of stay for 
inpatient admissions, a 51.3% in PMPM costs, and overall ER/ED visits decreased by 11.2% 
from 2017 to 2019. 

2.6.10.3.3 Initiatives to Address Use of Low Value Care 
Our UM systems and processes detect and address underutilization of high-value services and 
overutilization of low-value services. We deploy targeted enrollee and provider education and 
engagement strategies to reduce utilization of low-value care. Upon award, Humana will collaborate 
with network providers to identify areas of opportunity and launch a targeted intervention to address 
low value care in alignment with LDH's Quality Strategy.  

Provider Engagement Strategies  
Humana's Louisiana-based PPIAs will work directly with providers to review utilization patterns and 
identify areas for improvement, such as closing gaps in preventive care, in order to promote appropriate 
utilization and improved health outcomes. We supply providers with actionable reports, tools, and 
supports to identify low value care and implement improvements:  
• Care Decisions Insights (CDI): Humana's CDI tool allows us to share information with our providers to

improve their patients’ care by using specialists that demonstrate high efficiencies and effectiveness.
CDI encourages provider groups to consider and incorporate cost and quality insights into their
referral decisions. For PCP groups, CDI data may provide reassurance that the specialist whom they
refer their patient to is not only in network, but also is recognized for delivering quality, high-value
care and improved patient outcomes. Through this innovative platform, we give PCPs information
about the most efficient and effective specialists in Humana’s network. For specialists, the CDI
program gives details regarding how their performance compares to their peers. We include CDI
results in the provider directory, which allows PCPs and enrollees to choose their preferred providers
based on their quality score, driving enrollees to providers who have a proven track record of
delivering high-value care.

•
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Promoting High-Value Care Through Targeted Enrollee Engagement and Education  
Humana's UM processes also identify areas where enrollees may be underutilizing key preventive or 
supporting services, leading to an increase in low-value care. We use our UM systems and process to 
identify enrollees who may not be receiving the appropriate amount of services for their identified 
condition or situation. In our Florida program, we recently identified that 63% of our enrollees 
attributed to one of our large provider groups had not been seen by their PCP in the last 12 months; of 
those, 9% had two or more ER/ED visits and 31% had two or more active care gaps. We subsequently 
deployed comprehensive enrollee outreach and education to reconnect these enrollees with their PCP. 
A Humana Case Manager conducted outreach to all identified enrollees to complete the HNA, schedule 
a PCP appointment, educate and refer the enrollee to Humana clinical programs, including SDOH 
programs, and provide education on appropriate care seeking behaviors. In advance of the enrollee's 
appointment, the Case Manager conducted another round of outreach to ensure the enrollee's 
attendance and sent a gap list to the provider office as well as confirmed the enrollee's medication list. 
Of those reached, we have successfully engaged 76% of our targeted enrollees and achieved the 
following results: 23.3% of enrollees reached attended a PCP appointment; 88.3% received education 
on appropriate levels of care; and 42% were connected to SDOH resources. 

 
2.6.10.3.4 Addressing Long-Term Stays in the ER/ED Based on Limited Availability of Mental Health 
and/or Substance Use Services 
Our approach to decreasing the number of enrollees 
seeking care for mental health and substance use 
disorder (MH/SUD) services in the ER/ED prioritizes 
quickly identifying enrollees who present at the ER/ED 
and transferring them to the appropriate care setting. 

Prompt Identification: This process begins with ensuring we receive timely notification of enrollees 
presenting at the ER/ED with BH needs. Through experience in our Kentucky plan, we have learned the 
critical importance of reaching enrollees presenting at the ER/ED with an opioid overdose within 48 
hours of discharge. Our Care Management teams conduct outreach to coordinate care needs and 
connect the enrollee to a MAT provider or residential treatment center. Our connection to Louisiana 
HIEs enables us to receive timely and actionable ADT data. Upon notification of admission, we will 
conduct outreach to all enrollees admitted to the ER/ED with BH needs within two calendar days. 
Humana's Practice Transformation Incentive provides financial supports to help providers establish 
HIE connection, promoting increased statewide ADT data. Where there are hospitals not connected to 
an HIE, we will employ targeted engagement strategies to educate providers on the critical importance 
of timely notification of enrollees presenting at the ER/ED with BH needs. Humana will dedicate a 
specialized BH UM Liaison to act as our hospital point of contact to maintain ongoing communication 
with local hospitals, provide education and assistance, and ensure all identified enrollees presenting at 
the ER/ED for BH needs receive timely and appropriate care. 

Locating the Most Appropriate Care Setting: Upon enrollee admission to the ER/ED, a BH UM associate 
works directly with the hospital, ER/ED to find availability in an appropriate setting as soon as possible. If 
the ER/ED is able to find an available MH/SUD bed, our CIT begins the authorization process and our BH 
UM team assists the ER/ED in finding a facility the bed availability. This process initiates a request via 
our clinical platform for the BH UM team to secure a bed at an in-network facility. If we are unable to 
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Upon contact with one of our Florida Case Managers through this program, an enrollee expressed gratefulness 
in reconnecting with Humana as she had recently moved from Jacksonville to Palm Coast. The Case Manager 
assisted the enrollee in updating her contact information, connected the enrollee to new community resources 
in her neighborhood, scheduled a PCP appointment, referred her to BH services for continuation of treatment, 
and provided education on the importance of dental health. 

Humana is partnering with Oceans 
Healthcare to pilot an innovative VBP model 
that will improve quality of care and reduce 
costs for enrollees transitioning between 
inpatient and outpatient BH services. 
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find an in-network facility, the BH UM associate works with the enrollee, hospital, and receiving facility 
to arrange care at the closest out-of-network facility, understanding that we will continue approving the 
higher level of care until the enrollee can transition to the appropriate level of care. 

Keeping Enrollees with BH Needs out of the ER/ED: We have found the most effective way reduce 
ER/ED stays for MH/SUD services is to divert those enrollees away from the ER/ED with more effective 
outpatient services or community resources. Humana has shaped our community partnerships and 
strategic investments in Louisiana to expand access to MH/ SUD services, as shown in Table 2.6.10.3-3. 
Table 2.6.10.3-3: Humana's Partnerships to Expand Access to MH/SUD Services 

 
 

 

 

 
 

 

 

 

  

 
 

 
 

 
 

 
2.6.10.3.5 Initiatives Undertaken to Support Providers with High Prior Authorization Denial Rates 
We employ a multifaceted approach to identify and address trends in high denial rates. Our internal UM 
reporting dashboards provide prompt identification of providers and services encountering high denial 
rates. Humana's UM and Provider Relations teams take a collaborative approach to identify the root 
cause of the denials, with the UM staff examining our internal processes, and Provider Relations 
examining trends among the provider group. We examine our internal processes first to reduce any 
potential provider administrative burden. For example, in our Florida market, we identified an increased 
number of cases where denials were subsequently overturned on appeal for MRIs and CTs. We provided 
a report to the local QAPI Committee, which reviewed the metrics. Following this review, our Clinical 
Governance team made a determination, informed by CPGs, to remove both tests from the PAL, 
avoiding provider abrasion and ensuring seamless enrollee quality of care. When we identify the need 
for provider intervention, our Provider Relations staff works closely with our UM team to understand 
the reason for the denials in order to provide specific in-person educational support, be able to answer 
questions, and tailor the engagement to the particular provider's needs. 
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Humana Healthy Horizons in Louisiana has reviewed and confirms adherence to requirements in Model 
Contract Section 2.16. 

2.6.11.1 Humana's Organizational Commitment to Quality Improvement 
Guiding our day-to-day behaviors, decisions, and actions, quality improvement (QI) is foundational to 
Humana's enterprise mission and a core component of our business operations. With more than 1,000 
associates fully dedicated to quality across the organization, we embed quality into everything we do. Our 
Louisiana market and national leadership actively engage in quality 
management/quality improvement (QM/QI) activities, and our 
QM/QI structure integrates all functional areas impacting quality of 
care. This approach ensures our integrated functional areas align 
their activities to identify areas of opportunity; implement, 
evaluate, and adjust evidence-based interventions; follow 
continuous quality improvement (CQI) methodologies; and remain 
responsive to current, emerging, and evolving enrollee needs. 
Leveraging best practices, our deep understanding of Louisiana gained from serving Louisiana Medicare 
Advantage (MA) and Dual Eligible Special Needs Plans (D-SNP) enrollees for 36 years, and our experience 
driving improvement across Medicaid, our Louisiana Medicaid Quality Assessment and Performance 
Improvement (QAPI) program maximizes our proven commitment and approach to quality. Humana 
Healthy Horizons in Louisiana is supported by more than 800 full-time equivalent (FTE) associates to 
support our QAPI program and QI activities to improve the health and well-being of our Louisiana 
Medicaid enrollees. Our performance in National Committee for Quality Assurance (NCQA) and Centers for 
Medicare & Medicaid Services (CMS) ratings, where Humana leads all national MA plans with 92% of our 
MA and more than 99% of Group MA beneficiaries enrolled in 4.0-Star plans or higher in 2021, 
demonstrates our enterprise-wide commitment to quality and our capabilities as a quality leader: 
• Leading Quality in Medicaid: All of Humana's Medicaid plans are NCQA-accredited or on a path to NCQA

accreditation. Our NCQA-accredited Florida Medicaid plan is tied for first in quality among 10
participating Medicaid plans and has been among the top two plans for the past six years.

• Leading Quality in Louisiana: Humana operates two NCQA-accredited plans in Louisiana. More than
178,000 of our Louisiana MA and D-SNP enrollees are in 4.5-Star plans.

• Track Record of Quality Success: Humana operates 42 NCQA-accredited health plans across our
Medicaid, commercial, and MA lines of business. For three consecutive years our Florida MA plan
achieved a 5.0-Star rating (a perfect rating).

• Driving Continuous Improvement: Since 2018, we have driven improvement across 37 HEDIS®
measures aligned with Louisiana Medicaid's Quality Strategy, such as HbA1c poor control, follow-up
after hospitalization for mental illness, and cervical cancer screening, in our largest Medicaid program,
where we serve more than 620,000 Florida enrollees.

• Advancing Culturally Appropriate Care and Health Equity: We
will pursue the NCQA Health Equity Accreditation Plus
(transitioning from the Distinction in Multicultural Health Care,
effective July 2022). Further, we offer our providers Trauma-
Informed Care training, and the

Approach and Strategies to Advance Quality Strategy and Incentive-Based Quality Measures 
Humana's overall approach and our specific Louisiana strategies will drive improvement in Louisiana 
Department of Health's (LDH) priority areas. To achieve this, we assess our enrollees to identify needs; 
devise evidence-based strategies to improve health and well-being; and implement interventions 
addressing priority areas, the needs of enrollees with emerging risks, health disparities, and behavioral 
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,, Focusing on quality means taking 
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we do, going beyond our own areas 
of expertise to understand the effect 
of our decision-making on our 
organization and those we serve.,, 
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health (BH) and social determinants of health (SDOH) needs. Our CQI methodology integrates enrollee and 
provider feedback, measures data, tracks trends, and monitors outcomes to adjust our approach. This 
comprehensive and collaborative approach enables our 

 
 

 
 

 

MPP, to achieve the 
Triple Aim – better care, healthier people and communities, and smarter spending. 

Integrated and Holistic Care Delivery Leads to Better Care 
Humana coordinates and supports our enrollees' whole person health via our fully integrated, co-located 
care delivery model. To drive better care, we will implement our evidence-based Louisiana Medicaid 
quality strategies with examples outlined in Table 2.6.11.1-1. 
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Data-Driven Insights and Health Equity Focus Lead to Healthier People, Healthier Communities 
Based on our national population health strategy known as our Bold Goal, our Louisiana Medicaid 
Population Health Approach will advance LDH's Quality Strategy, as described in Table 2.6.11.1-2. We are 
partnering with providers, key community stakeholders, hospital systems, and CBOs to co-create solutions 
to improve outcomes and reduce health disparities.  

 
 

 
 
 

 
 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

  
 
 

Pioneering Value-Based Care Leads to Smarter Spending 
With more than 30 years of experience, Humana is a leader in 
establishing value-based payment (VBP) programs. Aligned with 
the incentive-based measures listed in Attachment H, our 
Louisiana Medicaid Valued Care Plus (Valued Care+) VBP 
models span diverse provider types, such as PCPs, OB/GYNs, BH 
providers, and specialists to deliver quality and value across the 
care continuum. All providers engaged in value-based arrangements have access to actionable VBP tools 
and Provider Relations associates to support care transformation. We have an existing high-quality local 
network with 76% of our Louisiana MA enrollees attributed to value-based PCPs. We also support the 
adoption and effective use of health information technology (HIT), such as health information exchange 
(HIE) connectivity and electronic health records (EHRs), to foster real-time data exchanges with our 
providers and enhance clinical decision-making that leads to smarter spending, shown in Table 2.6.11.1-3. 
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2.6.11.2 Humana’s Approach to Improving Quality 
Guided by CQI, our Quality and Analytics teams conduct in-depth provider performance and enrollee 
utilization analyses to identify under- and over-utilization and potential low-value care. Our teams monitor, 
analyze, and trend claims, labs, authorization, State-specified, and trending data from all stewards listed in 
LDH's Quality Strategy, including HEDIS. These insights yield an incisive understanding of utilization rates 
and prompt timely, tailored interventions and QI activities that measurably reduce costs and address the 
root causes of inappropriate utilization. Our strategies are effective: in our Florida Medicaid program we 
reduced ED visits by 38%, inpatient admissions by 18%, and acute readmissions per 1,000 by 19% 
between 2018 and 2020. We will incorporate the Louisiana State Health Assessment Dashboard into our 
analyses, ensuring our initiatives address key issues and barriers faced by distinct communities. 

2.6.11.2.1 Assessment of Utilization Rates and the Potential for Improvement 
Using our in-house analytics capabilities, Table 2.6.11.2-1 explains our Medicaid Trend Analytics team 
assessed available Louisiana quality data and the data books that accompanied this RFP to reveal the 
following opportunity areas: 

 

 

 
 

 
 

 

 

 
 

 

    

2.6.11.2.2 Incentivizing the Delivery of the Right Care in the Right Place at the Right Time 
Aligned with LDH’s Quality Strategy and incentive-based quality measures, we design our provider and 
enrollee incentives to improve the timeliness and quality of care, increase engagement in preventive 
services and screenings, inspire behavior change among our enrollees, and reward providers for value. 
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Provider Incentives to Foster the Delivery of the Right Care in the Right Place at the Right Time 
Humana's provider incentives, outlined in Table 2.6.11.2-2, promote whole-person, integrated care 
(including SDOH screenings and referrals), close care gaps, and reduce PPEs. Our provider incentives are 
effective: Our Valued-Care+ VBP models lead to 25.3% fewer ED visits and 17.4% fewer inpatient 
admissions per 1,000 enrollees among our Florida Medicaid risk providers than their non-risk peers. 

 
 

 

 
 

 
 

 
 

 
for SDOH needs, 

coding of Z codes, and referrals to services; we offer additional incentives for timely referral closure.  

 
 

 
 
 

 
 
 
 

 
 

 
 
 

 

 

2.6.11.2.3 Evidence-Based Interventions and Strategies Targeting Super-Utilizers and Reducing 
Potentially Preventable Events 
We initiate and underpin our strategies with continuous data 
analytics where our quality, analytics, clinical, pharmacy, and UM 
teams monitor clinical data to pinpoint super-utilizers. Enabled by 
HIT and data interoperability efforts, our robust set of actionable 
reports (i.e., Inpatient Census Report, Early Indicator Report, 3M 
PPE Report, High Utilizer Report, and proprietary predictive 
models) integrates quality, claims, authorization, and utilization data to generate an enrollee risk score and 
reveal super-utilizers and those at high risk of inappropriate ED use. These high-precision analyses trigger 
automatic alerts and prompt evidence-based strategies shown in Table 2.6.11.2-3: 
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2.6.11.3 Improving the Health Status of Covered Populations 
Our multidisciplinary QAPI program draws upon our robust set of actionable metrics, clinical dashboards, 
and analytics tools to continuously monitor, measure, and evaluate the effectiveness of our quality 
activities. We use these insights to identify performance improvement opportunities; establish baselines; 
and implement, assess, and adjust targeted evidence-based interventions to maximize improvement in 
outcomes and health equity. Recognizing our provider partners are essential in this process, we share 
timely and actionable data to enhance clinical decision-making; our connection with eight of the top EHR 
vendors, including Epic, fosters real-time data sharing with our providers. We employ the following 
processes to identify quality of care issues, care gaps, and disparities in outcomes: 
• Data Stratification to Identify Health Disparities by race, ethnicity, language, disability status, 

geographic region (rural and urban), gender identity, 
and age into all quality performance analytics 

• Analysis of Access and Availability Issues including 
after-hours availability of providers 

• Analysis of Continuity and Coordination of Care 
Activities  

• Review of Other Nonclinical Areas of Performance, 
such as call center statistics, marketing and outreach, claims processing timeliness and accuracy, and 
enrollee and provider satisfaction 
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Example: Data-Driven Initiative Initiated Within Last 24 months that Yielded Improvements  
In alignment with Florida Medicaid's priority of improving birth outcomes, Humana implemented a 
Performance Improvement Project (PIP) aimed at reducing C-sections and preterm deliveries in 2019, 
reflected in Table 2.6.11.3-1. 
Table 2.6.11.3-1: Plan-Do-Study-Act (PDSA) – Holistic Care Initiative to Improve Birth Outcomes 
Plan: As the first step on the PDSA cycle, our barrier analysis revealed enrollees required increased education on the 
availability of Care Management activities and programming. We identified all Medicaid eligible enrollees and used our 
predictive modeling capabilities, inclusive of physical health and BH variables, to stratify enrollees based on future risk 
and high cost and to prioritize ongoing outreach and engagement in our Moms First CM program. 
Do: We implemented the following interventions to educate and engage enrollees and providers in our proven 
strategies: 1) Multichannel, comprehensive education campaign via new mother engagement kits, mail, email and 
social media campaigns and our Case Managers; 2) promoting enrollment in Moms First with individualized support 
from a dedicated Case Manager and tailored education. Enrollees complete a social needs assessment to identify and 
address social needs that may affect carrying out a healthy pregnancy; 3) increasing the use of LARC to reduce birth 
complications by offering the service at no up-front cost and educating providers on how to bill for services; 4) doula 
services to enrollees as a value based benefit, including five prenatal and three postpartum visits and coaching on 
normal vaginal delivery and vaginal birth after a C-section; 5) maternal home visiting programs to monitor blood 
pressure, preeclampsia, glucose, weight, and pitting edema and to administer fluids for hyperemesis; and 6) OB/GYN 
incentives for early identification of pregnant enrollees, providing LARC, increased rates of prenatal and postpartum 
visits, and decreased rates of C-sections and preterm deliveries. 
Study: Throughout this PIP, we continuously monitored two indicators (the C-section rate and preterm delivery rate) via 
work groups, task forces, and our QAPI Committee. Our interventions effectively reduced C-section and preterm 
deliveries, as demonstrated under "Results," engaged enrollees where we achieved a 7.6% increase in engagement in 
our Moms First program, and enabled providers to close maternal healthcare gaps. 
Act: Our ongoing analyses reveal continued improvements with birth outcomes. Positive provider and enrollee feedback 
support the continuation and scaling of our interventions to address further disparities. 
Results: Through these interventions, we decreased the C-section rate by 6.2% in our Florida Medicaid program in 
2020; we reduced preterm deliveries by 21.9% for Moms First enrollees during this period. Further, we decreased NICU 
days/admits by 15.8% and NICU cost/admits by 22.4%. We will incorporate these proven strategies into our maternal 
health programs for Louisiana Medicaid. 

 
 

2.6.11.3.1 Analyzing Gaps in Delivery of Services for Improved Management of Chronic and Acute 
Conditions and Reducing Disparities in Health Outcomes 
Enabled by advanced analytics and interoperable technology solutions, our data-driven QAPI program 
generates multilevel, actionable reports across enrollee, provider, community, and population levels. Our 
quality associates use these insights, generated from tools outlined in Table 2.6.11.3-2 and enrollee and 
provider feedback, to 1) identify gaps and disparities in service delivery and quality of care; 2) perform 
barrier, root cause, and gap analyses to understand nuances, including SDOH, leading to poor outcomes 
and disparities; and 3) implement targeted, evidenced-based improvement strategies. 
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Incorporating Feedback from our Enrollees and Providers 
Appreciating the value in gaining insights from diverse perspectives, Humana continuously collects and 
incorporates enrollee and provider feedback into our QM/QI activities. Through standardized feedback 
channels, we integrate enrollee and provider input from multiple sources, such as our Enrollee Advisory 
Council, Provider Advisory Council (PAC), provider surveys, and CAHPS survey, in our root cause analyses to 
better understand the nuances leading to disparities. To support ongoing collection of enrollee and 
provider feedback, we conduct our enrollee Pulse Simulation Survey and Culturally and Linguistically 
Appropriate Services (CLAS) Survey and perform mid-year provider surveys.  

2.6.11.3.2 Identifying Underlying Reasons for Variations in the Provision of Care to Enrollees 
Once we identify gaps in care delivery, quality of care issues, and/or disparities in outcomes, we perform 
multiple statistical and root cause analysis techniques to determine why an issue occurred. A crucial part of 
our process, these analyses allow us to understand an issue fully and create a targeted solution to resolve 
the issue and prevent recurrence.  
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Integrating enrollee feedback is critical to driving quality and improving the enrollee experience at Humana. 
During one of our Kentucky Medicaid Enrollee Advisory Council meetings, an enrollee suggested Humana cover 
eyeglasses for adults, a benefit not covered by Kentucky Medicaid. Our local Benefits Review Committee, 
which meets quarterly, performed an analysis based on the enrollee's feedback and determined to add an 
adult vision benefit, including glasses (frames and lenses), every two years as a VAB. 
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2.6.11.3.3 Implementing Improvement Strategies Related to Analytical Findings 
Based on our analytical findings described above, Humana employs the PDSA data-driven improvement 
process, illustrated in Figure 2.6.11.3-2, to implement our QM/QI strategies. Widely promoted by the 
International Health Institute (IHI), this iterative process unites rapid-cycle improvement methods, rigorous 
measurement and evaluation, targeted enrollee and provider interventions, and high-touch supports to 
improve and sustain health outcomes. This proven approach results in measurable improvement in our 
Medicaid programs, as seen by our consistent HEDIS improvement. Between 2019 and 2020, we saw a 23% 
increase in the number of measures achieving a rate improvement and an 8% increase in the number of 
measures reaching the 90th percentile in our Kentucky Medicaid program. 

 
Figure 2.6.11.3-2: The iterative PDSA process fosters a quality culture of CQI. 

    

 

2.6.11.4 Approach to Quality Management and Quality Improvement 
Guided by best practice, Humana integrates all functional areas impacting quality of care and synchronizes 
their activities to identify areas of opportunity; implement, assess, and adjust evidence-based QI activities; 
follow CQI methodologies; and remain responsive to current, emerging, and evolving enrollee needs. Our 
proven Quality Management (QM) framework and committee structure facilitates cross-functional forums 
that continuously monitor, measure, and evaluate our performance and QI efforts while also fostering the 
sharing of best practices and lessons learned across all plans and functional areas. 

2.6.11.4.1 Quality Management/Quality Improvement Organizational Plan Description 
Aligned with the Agency for Healthcare Research and Quality's National Quality Strategy, our QI Plan 
Description (QIPD) establishes QM/QI goals to be monitored, evaluated, and achieved by our QAPI 
program. The QIPD outlines our market and enterprise resources to support quality; defines systematic 
approaches to measurement and evaluation; and describes the collaboration needed among integrated 
functional areas to achieve our overarching goal of improving the quality of care and delivery of service. 

QM/QI Organizational Goals 
Incorporating CMS's goals and LDH's Quality Strategy, our overarching goal is to improve the quality of care 
and delivery of service via our comprehensive approach to quality, outlined in Table 2.6.11.4-1: 
Table 2.6.11.4-1: Goals of Humana's Louisiana Medicaid QM/QI and QAPI Programs 
Develop clinical and quality strategies that look at the whole person and integrate physical health and BH care. 
Provide practitioners with comparative and actionable data regarding quality and health outcomes to identify 
opportunities and support achievement of population health goals. 
Ensure a holistic strategy for population health and health equity that addresses enrollee physical health, BH, and SDOH 
needs across the care continuum. 
Provide solutions for enrollees with complex needs and chronic conditions to achieve optimal health outcomes. 
Monitor and promote the safety of clinical care and service. 

 
 

QM/QI Organizational Multidisciplinary Committees Ensure a Holistic Approach to QM/QI 
Our Louisiana QAPI Committee will direct, review, and evaluate all QAPI programming, associates, 
committees, and initiatives. To foster comprehensive integration of quality and operational processes, our 
QAPI Committee is co-chaired by our  QAPI 
Committee will meet at least monthly to review and evaluate QI activities; focus discussions on policy, 
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· Evaluate root cause(s) 

· Establish baseline reporting 
· Set improvement targets 
· Identify lead and lag measures 

· Design interventions 

· Implement interventions to produce 
sustainable results 

· Begin data collection 
· Integrate data directly from providers 
through bidirectional EHR and HIE 
connections 

· Document observations 
· Share data/insights across stakeholders 

STUDY 
· Rapid evaluation of progress 
and effectiveness of 
intervention(s) 

· Assess data completeness and 
identify additional potential 
data sources 

· Adjust intervention(s) if 
necessary 
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· Evaluate for sustainable 
improvement 

· Integrate and scale 
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programs, and quality initiatives; and drive direction toward goals outlined in the QIPD. Our  
will participate on the Louisiana Medicaid Quality Committee and report findings to our QAPI 

Committee. We encourage participation from diverse provider types, including performing targeted 
outreach to BH and rural providers, and our CMO personally invites providers to join our QAPI 
Committee. We maintain a representative QAPI Committee with participants including providers; advanced 
practice nurses; and Humana clinical associates from areas such as grievance and appeals (G&A), Care 
Management, medical management, and compliance. The QAPI Committee will maintain direct oversight 
over the following Louisiana-based committees, outlined in Table 2.6.11.4-2, ensuring the direct 
incorporation of feedback into our QM/QI activities while increasing accountability and integration: 

Table 2.6.11.4-2: Humana's Louisiana Medicaid Committees Reporting to the QAPI Committee 
Enrollee Advisory Council: Co-chaired by an enrollee (Humana best practice) and our Culture & Community 
Engagement Director (CCED), we convene enrollees, their families, and enrollee community advocates each quarter to 
obtain feedback about their experience. Our CCED reports feedback as potential QI activities directly to our QAPI 
Committee. To engage enrollees, we host events with trusted community partners and at times convenient for 
enrollees. We will offer our Louisiana Medicaid enrollee reimbursement for Enrollee Advisory Council related expenses. 
PAC: With diverse provider representation, this forum obtains provider feedback to improve services, address concerns, 
inform our education strategy, and drive QI activities. We will ensure participation in our PAC from a variety of provider 
types, including BH providers, pharmacists, and at least one provider representative from each State region, to ensure 
our program responds to feedback from our integrated network. 
Peer Advisory Committee: This monthly forum convenes our CMO, PCPs, specialists, BH providers, psychiatrists, and 
our Quality Operations, Compliance, and Accreditation (QOCA) director and associates to review clinical quality 
concerns, develop individual provider QI plans, and review progress until resolution.  
UM Committee: This integrated forum monitors, analyzes, and trends utilization data to identify outliers, create 
improvement plans for appropriate utilization, and reports updates and progress to the QAPI Committee.  

 

QM/QI Organizational Schedule of QM Activities 
Our QI Work Plan (QIWP) specifies the schedule, time frame, and responsible party for executing QM/QI 
activities. The QIWP outlines monitoring, evaluation, and reporting cycles to foster continuous analysis of 
the quality and appropriateness of delivered care, including integrated care and care delivered to enrollees 
with special health care needs (SHCN). We perform more than 50 monitoring and reporting activities 
throughout the year with examples outlined in Table 2.6.11.4-3. The QIWP integrates Quality Improvement 
Evaluation (QIE) feedback and will incorporate our Provider Support Plan and Health Equity Plan. The QAPI 
Committee approves and monitors the QIPD, QIWP, and QIE and submits these to our Corporate Quality 
Improvement Committee (CQIC) and the Board of Directors for approval. 

 
 
 

 
 

 
 

 
 

 
 

 
 

2.6.11.4.2 Quality Management/Quality Improvement Program Organizational Chart 
Humana’s QM/QI organizational structure consists of Louisiana-based quality associates supported by 
robust enterprise resources. This approach unites best practices, infrastructure, and insights to foster the 
delivery of high-quality care. The Humana Board of Directors is ultimately accountable for our quality 
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program.  
 

will direct our QM/QI activities. Our 
organizational chart, depicted in Figure 2.6.11.4-1, illustrates Humana’s departments and committees 
involved in ensuring a comprehensive approach to quality. 

 
Figure 2.6.11.4-1: Our QM/QI structure unites best practices, insights, and robust enterprise resources. 

 

   Our Louisiana Medicaid leadership and Quality associates will receive IHI quality training and have the 
opportunity to complete our Certified Professional in Healthcare Quality pathway. The following 
Louisiana-based associates, outlined in Table 2.6.11.4-4, are responsible for our QM/QI program. 
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2.6.11.4.3 Participation in LDH’s annual HEDIS® measurement and reporting initiatives 
Humana has the capabilities and resources available to participate in LDH’s annual HEDIS measurement and 
reporting initiative. Table 2.6.11.4-5 reflects our commitment to quality measures. We have been 
monitoring, tracking, and reporting NCQA Medicaid HEDIS measures in our Florida Medicaid plan for 
more than 20 years and in our Kentucky Medicaid plan for nine years; we report HEDIS measures for our 
MA plans across all 50 states. Our Quality Systems and Integration (QSI) team oversees our HEDIS quality 
reporting, using our NCQA accredited rules engine, Cotiviti, to support HEDIS reporting for operational and 
official applications. We conduct prospective measure analysis to support interim reporting in addition to 
the annual official submissions. 

Availability of Dedicated Resources 
Our Louisiana-based P/QIC will oversee local HEDIS reporting capabilities with support from our national 
HEDIS team to ensure timely and accurate data reporting. We will have more than 30 associates 
supporting Louisiana Medicaid HEDIS measurement and reporting and additional quality metrics. 

2.6.11.4.4 Example of Recent Successful Quality Improvement Activity: Promoting VBP (2019) 
Aligned with our commitment to promote value-based care and improve quality of care, Humana 
implemented a QI activity in our Florida Medicaid program, shown in Table 2.6.11.4-6 to help one of our 
largest independent physician groups, Health First Network, with more than 30,000 attributed Humana 
enrollees, successfully transition from fee-for-service to a value-based care model in 2019. 

 
 

 
 

 

2.6.11 Quality 
12 of 15

187 of 230

CONFIDENTIAL

Humana 
Healthy Horizons. 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417   

 

  
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

2.6.11.4.5 Identifying Quality Improvement Plans and Projects 
Our  will work with Louisiana Medicaid leadership to develop, 
implement, and monitor clinical and nonclinical improvement projects that consider 1) priority areas 
identified by Humana, LDH, and providers; 2) the prevalence of a condition in the population; 3) enrollee 
demographics, health risks, and disparities in outcomes; and 4) the interest and satisfaction of enrollees 
and/or providers. Based on quantitative and qualitative data-driven decision-making, we identify 
benchmarks and set achievable performance goals for each PIP we implement. Data sources for initial PIP 
development, goal setting, and benchmark establishment include the current and previous years' HEDIS 
and quality measure results; national standards and benchmarks; and claims, utilization, CAHPS, enrollee 
satisfaction, Care Management, clinical, and population health data. Our  

, will review and approve topics and PIP proposals. 

Potential Quality Improvement Plan and Projects Topics 
We will collaborate with LDH to identify and implement at least three PIPs, at least one having BH focus. 
Based on current LDH performance and alignment with Louisiana’s Quality Strategy, potential topic areas 
for Year 1 initiatives include, but are not limited to: 1) BH post-acute care coordination, 2) cervical and 
colorectal cancer screenings, 3) well-child visits, 4) maternal outcomes, and 5) pediatric oral health. 

Monitoring Implementation and Outcomes of Activities 
Informed by best practice, we monitor PIP performance via task forces, subcommittee meetings, and QAPI 
Committee oversight. Following CQI practices, we employ the PDSA improvement cycle to monitor PIPs 
throughout their lifecycle. The iterative nature of this approach yields continuous monitoring, 
measurement, evaluation, and adjustment of our QM/QI activities where our Louisiana-based quality and 
analytics teams, leadership team, and QAPI Committee will review actionable reports on established daily, 
weekly, monthly, quarterly, and annual intervals. This frequency enables us to monitor and identify 
stagnating or declining outcomes, perform rapid cycle root cause analyses, and intervene promptly with 
adjusted strategies, ensuring our PIPs achieve performance goals and improve quality of care. This 
approach allows us to test innovations and scale effective solutions across Medicaid programs. 

2.6.11.5 Clinical Practice Guidelines Relevant to LDH Medicaid Population 
Humana adopts and shares evidence-based Clinical Practice Guidelines (CPG) that reflect the unique needs 
of the populations we serve. Based on valid, clinical evidence, our comprehensive CPGs integrate provider 
input, prioritize enrollee physical health and BH needs, and are reviewed systematically. This approach 
fosters the consistent delivery of high-quality care, leading to improved outcomes, integrated care delivery, 
and the reduction of low value care. Table 2.6.11.5 highlights CPGs relevant to the LDH Medicaid 
population. 
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Table 2.6.11.5: Humana's Comprehensive CPGs Relevant to the LDH Medicaid Population 
BH: Assessment and Treatment of Children and Adolescents With Attention-Deficit/Hyperactivity Disorder; 
Identification, Evaluation, and Management of Children With Autism Spectrum Disorder; Treatment of Patients With 
Bipolar Disorder; Major Depression in Adults in Primary Care Guideline; Diagnosis and Management of Generalized 
Anxiety Disorder and Panic Disorder in Adults; Pain: Assessment, Non-Opioid Treatment Approaches and Opioid 
Management Care for Adults; Oppositional Defiant Disorder; Management of Post-Traumatic Stress Disorder and 
Acute Stress Disorder; Treatment of Patients With Schizophrenia; Assessment and Treatment of Children and 
Adolescents With Substance Use Disorders; Treatment of Patients With Substance Use Disorders; Assessment and 
Treatment of Patients with Suicidal Behaviors 
Chronic Conditions: Global Strategy for Asthma Management and Prevention; Management of Patients with Atrial 
Fibrillation; Management of Blood Cholesterol; Primary Prevention of Cardiovascular Disease; Guidelines on the 
Assessment of Cardiovascular Risk; Global Strategy for the Diagnosis, Management, and Prevention of Chronic 
Obstructive Pulmonary Disease; Standards of Medical Care in Diabetes; Management of Heart Failure; Global 
Hypertension Practice Guidelines; Adult Acute and Subacute Low Back Pain; Evidence-Based Management of Sickle Cell 
Disease; Management of Patients with Valvular Heart Disease 
COVID-19: Coronavirus Disease 2019 (COVID-19) Treatment Guidelines 
Prenatal and Postnatal Care: Guidelines for Perinatal Care, Recommendations for Well-Woman Care 
Preventive Health: Recommended Adult Immunization Schedule, Recommended Child and Adolescent Immunization 
Schedule, Bright Futures Periodicity Schedule (EPSDT), U.S. Preventive Services Prevention Task Force A-Z Preventive 
Care and Screenings Recommendations, Recommendations for Well-Woman Care 

 

Sample Clinical Practice Guideline 
Please refer to Attachment 2.6.11.5 CPG Sample for our hypertension sample guideline. 

2.6.11.5.1 Collaborating to Develop and Disseminate Clinical Practice Guidelines  
Developing CPGs: Humana employs a centralized and collaborative approach to developing CPGs, 
facilitating a uniform dissemination of CPGs and keeping CPGs rooted in evidence-based practices. Twice 
each year, Humana's representative CPG Committee (CPGC) convenes providers from diverse specialty and 
BH backgrounds to research, review, and revise selected guidelines. The CPGC incorporates provider and 
enrollee insight obtained from our PAC and reported to our QAPI Committee, ensuring our CPGs address 
key drivers impacting our enrollees and providers. The CPGC draws upon the expertise of our national 
Quality Operations, Compliance, and Accreditation (QOCA) department and can meet on ad hoc basis when 
needed such as in 2020 when the CPGC convened more frequently to adopt COVID-19 guidelines. We will 
convene and coordinate with LDH and other selected MCOs through collaborative work groups to ensure 
consistency of CPGs across plans to reduce provider administrative burden. 
• Disseminating to Providers: Via the provider portal, provider manual, and Humana website
• Disseminating to Enrollees: Via the enrollee handbook, enrollee services, and Humana website

     

2.6.11.5.2 Incorporating Scientific Evidence and Expert Opinions into Clinical Practice Guidelines
As the foundation of our written policies and procedures on medical decision-making, Humana adopts
evidence-based, nationally accepted standards and guidelines from clinically sound and reputable
organizations, such as the Agency for Healthcare Research and Quality, American Diabetes Association,
Centers for Disease Control and Prevention, NCQA, American Psychiatric Association, American Academy of
Child and Adolescent Psychiatry, and American Society of Addiction Medicine. We develop CPGs in
consultation with network providers and out-of-network experts, who participate on the CPGC. We will
seek clinical policy and provider operations input from our Louisiana providers via our PAC.

2.6.11.5.3 Evaluating Providers’ Adherence to Clinical Practice Standards and Evidence-Based Practice 
Our QOCA team monitors our CPG Adherence (CPGA) Report to identify outliers based on certain 
thresholds, conduct a focused review, and coordinate interventions. The Louisiana QAPI Committee will 
review follow-up activities in quarterly reports. In addition, Humana performs continuous care gap 
reporting, which includes measures related to CPGs, to monitor provider performance; and our 
comprehensive medical records review assesses provider compliance to EPSDT-related CPGs.  
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2.6.11.5.4 Evaluating, Updating, and Revising CPGs for Consistency with Medical Practice Standards 
Our QOCA team works with leading physicians from diverse specialties to conduct thorough, semiannual 
literature reviews to evaluate, update, and revise CPGs. We present proposed CPGs to our CQIC for 
approval and communicate to our market-based QAPI Committee for adoption and implementation. As 
soon as we update guidelines, we post notifications on our public-facing webpage and update provider 
educational materials. Humana provides timely written notice for cancelled or materially changed 
guidelines with our Provider Relations Representatives and PPIAs performing in-person provider education 
and trainings. In Louisiana, we will incorporate provider feedback from our PAC to ensure CPGs conform to 
medical practice standards and to determine if additional updates or additions are necessary. 

2.6.11.6 NCQA Health Insurance Plan Ratings 
Please see Attachment 2.6.11.6 Humana's Quality Response Template for our health insurance ratings. 

2.6.11.7 NCQA Accreditation Certificates 
Please see Attachment 2.6.11.7-1 NCQA Accreditation FL, Attachment 2.6.11.7-2 NCQA Accreditation KY, 
and Attachment 2.6.11.7-3 NCQA Accreditation SC for copies of our Medicaid NCQA accreditation 
certificates. Upon execution of the contract, Humana will apply for full accreditation status in Louisiana. We 
will adhere to the timeline outlined in Table 2.6.11.7 with full accreditation status slated for receipt by 
December 2023. This timeline enables us to align all lines of business present in Louisiana and ensure NCQA 
compliance across all policies and procedures. We will also pursue the NCQA Health Equity Accreditation 
Plus to coincide with our NCQA health plan accreditation. This distinction aligns with Humana values and 
reinforces our core mission and enterprise goals. We are confident our resources, commitment to quality, 
and experience receiving NCQA accreditation will facilitate a swift accreditation process as demonstrated 
by our recent NCQA accreditation in our South Carolina Medicaid program where our timeline and abilities 
enabled us to create NCQA-compliant processes and documentation quickly prior to going live. 
Table 2.6.11.7: Timeline for Activities 
Task Date 
Louisiana Medicaid health plan goes live July 1, 2022 
Apply for NCQA Full Accreditation and NCQA Health Equity Accreditation Plus January 2023 
Submit NCQA Survey Tool with Documentation September 2023 
Respond to Follow-up Questions from NCQA October 2023 
On-site Survey - File Reviews November 2023 
Receive Notifications for Full Accreditation Status December 31, 2023 

 

2.6.11.8 Material Subcontractor NCQA Information 
Humana deploys a fully integrated clinical delivery model in which we provide BH services in-house. BH 
services will fall within the scope of Humana’s Louisiana Medicaid NCQA Health Plan Accreditation. 
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Back 

,._ No talking during 

and between measurements 

Cuff to fit arm size 
(small, usual, large)' 

Arm bare and resting. 
Mid-arm at heart level 

• Quiet room, comfortable temperature 
• No smoking, coffee, exercise for 30min 
• Empty bladder 
• Relax for 3-5 min 
• Take 3 measurements at 1 min intervals 
• Use the average of the last 2 measurements 

upper-arm cuff2 

or manual 

auscultatory 

1 For manual auscultatory 
devices the inflatable bladder 
of the cuff must cover 
75-100 % of the individual's 
arm circumference. 
For electronic devices use 
cuffs according to device 
instructions. 

2 See validated electronic 
devices lists at 
www.stridebp.org 
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• Screen all patients (with hypertension and those at 
risk for hypertension) for substances that may in­
crease BP or interfere with the BP-lowering effect of 
antihypertensive medications. 

• Where appropriate, consider reducing or eliminating 
substances that raise BP. If these substances are re­
quired or preferred, then treat BP to target regardless. 
(See resource31 on possible antihypertensive therapies 
that target mechanisms underlying the raised BP in­
duced by these substances). 
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hijklm�no�pqrstruvwvxyurw�zs{rzt{|z�v}�q~�{sz{|�yv|��x{|{srw��uq{t{���{{��r�w{�����{uzyv|����}vs�{��y�rw{|z��p�w{�{w���r�{��v|�rt��wrzvs~�vs�qvt{��p�s{uvs�y|x��

��������������������������������� ¡��¢�£¤����¥��¦��§̈©�§ª§«

Attachment 2.6.11.5 CPG Sample Humana Healthy Horizons in Louisiana

2.6.11 Quality 
9 of 24

Exempt from Section-Specific 
and Total Page Limits

1260(E)

Established Diagnosis of Hypertension 

Lifestyle advice 

Grade 1 
BP 140-159 / 90-99 mmHg 

Immediate drug treatment in 
high-risk patients or those with 

CVD, CKD, DM or HMOD 

B----------
In those at lower risk, supply lifestyle 

intervention for~ months. 

If BP still not controlled and where 

possible start drug treatment in those 

aged 50 -80 years 

Drug treatment in low to 

moderate risk patients 

without CVD, CKD, DM 

or HMOD after~ 
months of lifestyle 

intervention, ii BP still 
not controlled 

Grade 2 
BP a,160/100 mmHg 

Immediate drug treat­
ment in all patients 
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UVWXYZ�r\�stu�̀dga�egilvjgakjwaoj�hjgkjalnq�xkjk�̂gdw�gâagaòah�yz{|}q�seakc�̀mkgk̀jagphjp̀h�d̂�egil�jgakjwaoj�~haa��kbca�z�q
�����������������������������������������������������������

Attachment 2.6.11.5 CPG Sample Humana Healthy Horizons in Louisiana

2.6.11 Quality 
10 of 24

Exempt from Section-Specific 
and Total Page Limits

1261(E)

■ :f:i-il~llf ·iM Target BP reduction by at least 20/10mmHg, ideally to <140/90 mmHg I. Alm for I 
i=._=!J.=J="fJ=[l.=.,._=JJ.=l==========================I-~ • BP control 

C•liUil,r·•• <65 years : BP target <130 I 80 mmHg ii tolerated (but >120 I 70 mmHg). 1· within 3 months 

■J.-J.-tJait·t• 

• Use whatever drugs are 
available with as many 
of the ideal charac­
teristics (see Table 9) 

as possible. 

• Use free combinations if 
SPCs are not available 
or unaffordable 

• Use thiazide diuretics 
if thiazide-like diuretics 
are not available 

;,65 years : BP target <140 I 90 mm Hg if tolerated but consider an Individual• 

ised BP target in the context of frailty, independence and likely tolerability of 
treatment. 

Ideally Single 

Pill Combination 
Therapy (SPC) 

C•Jilii&t·I• 

Step 1 
Dual low-dose# 

combination 

Step2 
Dual full-dose 
combination 

Step3 
Triple combination 

A+c ~o.• 

A+C+D 

A+C+D • Use alternative to DHP· 
CCBs if these are not 
available or not tolerated 
(i.e. Non-DHP-CCBs: 
diltiazem or verapamil). 

Step4 
(Resistant 

Hypertension) 
Triple Combination 
+ Spironolactone or 

other drug' 

Add Splronolactone 
(12.5 - 50 mg o.d.)" 

■ it-J.-JiUilt ·i# C•J:.iU&t·I• 
Consider beta-blockers at 
any treatment step when 
there is a specific indication 
for their use, e.g. heart failure, 
angina, post-Ml , atrial fibrillation, 
or younger women with, 
or planning pregnancy. 

- -

a) Consider monotherapy in low risk grade 1 hypertension or in very old (:.80 yrs) or frailer 
patients. 

b) Consider A + Din post-stroke, very elder1y, incipient HF or CCB intolerance. 
c) Consider A + C or C + D in black patients. 
d) Caution with spironolactone or other potassium sparing diuretics when estimated 

GFR <45 ml/min/1.73m' or K• >4.5 mmol/L. 

A = ACE-Inhibitor or ARB (Angiotensin Receptor Blocker) 
C = DHP-CCB (Dihydropyridine -calcium Channel Blocker) 
D = Thiazide-like diuretic 
Supportive references: A+ C,'°•70 Spironolactone,71 Alpha-blocker." C + on. 
• Alternatives include: Amiloride, doxazosin, eplerenone, clonidine or beta-blocker. 

# low-dose generally refers to half of the maximum recommended dose 

RCT-based benef~s between ACE-l's and ARB's were not always identical in different 
patient populations. Choice between the two classes of RAS-Blockers will depend on 
patient characteristics, availability, costs and tolerability. 
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• Evaluate adherence to antihypertensive treatment as 
appropriate at each visit and prior to escalation of an­
tihypertensive treatment. 

• Consider the following strategies to improve medica­
tion adherence82-87 

a. reducing polypharmacy - use of single pill 
combinations 

b. once-daily dosing over multiple times per day dosing 
c. linking adherence behavior with daily habits 
d. providing adherence feedback to patients 
e. home BP monitoring 
f. reminder packaging of medications 
g. empowerment-based counseling for self-management 
h. electronic adherence aids such as mobile phones or 

short messages services 
i. multidisciplinary healthcare team approach (ie, 

pharmacists) to improve monitoring for adherence 
•••"'l""Qi""i l"f~ .. , ... , •• 
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■J.i-i:U ■ lt·ie ■Hill&t·ie 
• In addition to BP control, the therapeutic strategy 

should include lifestyle changes, body weight control 
and the effective treatment of the other risk factors to 
reduce the residual cardiovascular risk. 1 

• Lifestyle changes as in Table 8. 
• LDL-cholesterol should be reduced according to risk 

profile: (1) >50% and <70 mg/dL (1.8 mmol/L) in 
hypertension and CVD, CKD, DM or no CVD and 
high risk; (2) >50% and <100 mg/dL (2.6 mmol/L) 
in high-risk patients; (3) <115 mg/dL (3 mmol/L) in 
moderate-risk patients. 1•89 

• Fasting serum glucose levels should be reduced be­
low 126 mg/dL (7 mmol/L) or HbAlc below 7% (53 
mmol/mol).1 

• s-UA should be maintained below 6.5 mg/dL (0.387 
mmol/L), and <6 mg/dL (0.357 mmol/L) in patients 
with gout.94 

• Antiplatelet therapy should be considered in patients 
with CVD (secondary prevention only).95 
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Diagnosis 
Single office BP measurement• I 

I Normal BP level I 
(<130/85mmHg) 

I High-normal BP level I 
(130-139/85-89 mm Hg) 

I Hypertension BP level I 
(2: 140/90 mm Hg) 

Remeasure after 3years I Take 2 more readings - use the average of 2""-3"' I 
(1 year in those 

I 2:130/85mmHg I with other risk factors) 

I Remeasure in 2- 3 office visits. I 
• Use a validated upper If possible confirm with home or ambulatory BP monitoring 

ann-<:uff device with 
appropriate ruff size for I Repeated office BP 2:140/90mmHg indicates hypertension, I the individual patient 

particularly if home BP 2:135/85mmHg or 24h ambulatory BP 2:130/B0mmHg 

Evaluation 

History & Physical Exam Lab Tests Additional Tests 
• Exclude drug-induced • Serum sodium, potassium & • If necessary for suspected 

hypertension creatinine organ damage or secondary 
• Evaluate for organ damage • Lipid profile & glucose hypertension 
• Assess total CV risk • Urine dipstick 
• Search for symptoms/signs of • 12Iead ECG 

secondary hypertension 

Treatment Grade 1 Hypertension: Grade 2 Hypertension: 
140-159/90-99 mm Hg 2:160/100mmHg 
1. Start lifestyle interventions 1. Start drug treatment immediately 
2. Start drug treatment in: 2. Start lifestyle intervention 

- High-risk patients (CVD,CKD, 
diabetes, organ damage, 
or aged 50-80 years) 

- All others with persistent BP 
elevation after 3- 6 months of 
lifestyle intervention 

Lifestyle Interventions Drug Therapy Steps 
• Stop smoking Use any drugs available and include as many of those below as possible. 
• Regular exercise Consider monotherapy in low-risk grade 1 hypertension and in patients aged 
• Lose weight >80years or frail. Simplify regimen with once daily dosing and single pill 
• Salt reduction combinations. 
• Healthy diet and drinks 
• Lower alcohol intake 

Non-Black Patients Black Patients 
1. Low dose ACEI/ARB' +DHP-CCB 1. Low dose ARB'+ DHP-CCB or DHP-CCB 
2. Increase to full dose + thiazide/thiazide-like diuretic 
3. Add thiazide/thiazide•like diuretic 2. Increase to full dose 
4. Add spironolactone or, if not toler- 3. Add diuretic or ARB /ACEI 

ated or contraindicated, amiloride, 4. Add spironolactone or, if not toler-
doxazosin, eplerenone, clonidine ated or contraindicated, amiloride, 
or beta-blocker doxazosin, eplerenone, clonidine 

or beta-blocker 

• No ACEVARB in women with or plaming pregnancy 

Monitoring 

Target Monitor Referral 
• Reduce BP by at least 20/10 • BP control • If BP still uncontrolled, or other 

mmHg, ideally to< 140/90 mm Hg (achieve target within 3 months) issue, refer to care provider with 
• Individualize for elderly based on • Adverse effects hypertension expertise 

frailty • Long-term adherence 
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Olag nosls I Office BP measurement I 
(3 readings - use the average of 2nd-3'")* 

I <130/BSmmHg I 
Remeasure after 3years 

(1 year in those 
with other risk factors) 

validated automated upper arm-ruff •use a 
device 
viduaf 

with appropriate cuff size for the indi-
patient At first visit measure BP in both 

simultaneous . If consistent difference use arms ly 
the arm with the higher BP. 

Evaluation 

History & Physical Exam 
• Exclude drug-induced 

hypenension 
• Evaluate for organ damage 
• Consider addijional CV risk factors 
• Assess total cardiovascular risk 
• Search for symptoms/signs of 

secondary hypertension 
• Check adherence 

Treatment 

Lifestyle Interventions 
• Stop smoking 
• Regular exercise 
• Lose weight 
• Salt reduct ion 
• Healthy diet and drinks 
• Lower alcohol intake 
• Lower stress 
• Reduce exposure 

to air pollution 

Monitoring 

Target 
• BP <130/80 mmHg 
• Individualise for elderly 

based on frailty 

■•i=iiMt·i• 

I ;,:130/85mmHg I 
I Confirm with home or ambulatory BP monitoring I 

Home BP <135/85mmHg 
or 24 h ambulatory 
BP <130/B0mmHg 

I Remeasure after 1 year I 

Lab Tests 
• Serum sodium, potassium & 

creatinine, uric acid 
• Lipid profile & glucose 
• Urine dipstick 
• 12 lead ECG 

Grade 1 Hypertension: 
140-159/90-99mmHg 
1. Stan lifestyle interventions 
2. Stan drug treatment: 
• Immediately: In high-risk patients 

(CVD, CKD, diabetes 
or organ damage) 

• After 3-6 months of 1/festyle 
intervention: In low-moderate 
risk patients with persistent BP 
elevation 

Home BP ;,:135/85mmHg 
or 24 h ambulatory 
BP ;,:130/B0mmHg 

I Hypenension diagnosis I 

Additional Tests 
• If necessary for suspected 

organ damage or secondary 
hypenension 

Grade 2 Hypertension: 
;,:160/100mmHg 
1. Start drug treatment immediately 
2. Stan lifestyle intervention 

Drug Therapy Steps 
Simplify regimen with once daily dosing and single pill combinations. 

Consider monotherapy in low-risk grade 1 hypertension 
and in patients aged >80 years or frai l 

Non-Black Pafients 
1. Low dose ACEI/ARB" + DHP-CCB 
2. Increase to full dose 
3. Add thiazide-like diuretic 
4. Add spironolactone or, if not toler­

ated or contraindicated, amiloride, 
doxazosin, eplerenone, clonidine 
or beta-blocker 

• No ACEVARB in women with or planning pregnancy 

Monitor 
• BP control 

(achieve target within 3 months) 
• Adverse effects 
• Long-term adherence 

Black Patients 
1. Low dose ARB" + DHP-CCB or DHP-CCB 

+ thiazide-like diuretic 
2. Increase to full dose 
3. Add diuretic or ACEI/ARB 
4. Add spironolactone or, if not toler­

ated or contraindicated, amiloride, 
doxazosin, eplerenone, clonidine 
or beta-blocker 

Referral 
• If BP still uncontrolled. or other 

issue, refer to care provider with 
hypenension expenise 
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Attachment 2.6.11.5 CPG Sample Humana Healthy Horizons in Louisiana

2.6.11 Quality 
21 of 24

Exempt from Section-Specific 
and Total Page Limits

1272(E)
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Attachment 2.6.11.5 CPG Sample Humana Healthy Horizons in Louisiana
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Attachment 2.6.11.5 CPG Sample Humana Healthy Horizons in Louisiana
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Medicaid HMO

an accreditation status of

Accredited

for service and clinical quality that meet or exceed NCQA’s rigorous

requirements for consumer protection and quality improvement.

Humana Medical Plan, Inc. (Florida)
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Medicaid HMO

an accreditation status of
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for service and clinical quality that meet or exceed NCQA’s rigorous

requirements for consumer protection and quality improvement.

Humana Health Plan, Inc. (Kentucky)
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Medicaid HMO

Interim

for basic structure and processes in place to meet expectations for

consumer protection and quality improvement.

Humana Health Benefit Plan of South Carolina, Inc.
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Section 2.6.12

Value-Based Payment

Kingsley House Adult Day Care participants are given the opportunity to socialize, receive 
nursing services, care management, and personalized nutritious meals and snacks. 

Participants engage in fun and stimulating daily activities. Humana Healthy Horizons in 
Louisiana is partnering with Kingsley House to address a myriad of enrollees’ needs.
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2.6.12 2.6.12 Value-Based Payment 
Humana Healthy Horizons in Louisiana has reviewed and confirms adherence to requirements in Model 
Contract Section 2.17. 

2.6.12.1 Value-Based Payment Strategic Plan 
Humana has been a leader in establishing value-based payment (VBP) programs across multiple lines of 
business for more than 30 years. This is based on our ability to get the fundamentals of paying claims 
accurately and establishing trust with a diverse provider network. We were one of the first health plans 

nationwide to partner with providers to develop these models. As of 
June 2021, Humana has 73,000 primary care providers (PCPs) in more 
than 1,000 value-based agreements across 43 states and Puerto Rico. 

In Louisiana, 76% of our Medicare Advantage (MA) enrollees are attributed to PCPs in value-based 
arrangements. We aim to surpass this for our Healthy Louisiana Medicaid program enrollees by building 
programs that consider the population health issues within each region, 
drive equitable, high quality and high-value care, and are accessible to all 
providers through Valued Care Plus (Valued Care+), our Medicaid suite of 
VBP arrangements. As such, our VBP Strategic Plan includes:  
• Tailored VBP arrangements for all five of the Louisiana Department of

Our data analytics tools allow us to stratify metrics by race, ethnicity, and other demographics to 
assist our providers in addressing health inequities among Medicaid enrollees and improve 
performance. We will integrate health equity into Valued Care+ during the life of the Contract and will 
work with LDH and our Provider Advisory Council (PAC) on the most effective way to do this to further 
goals of improving health for all Louisianans. By meeting providers where they are with VBP, aligning our 
models with LDH's population health and quality goals, such as integrated care, leveraging existing 
programs such as the Managed Care Incentive Payment (MCIP) program, and leveraging our Strategic 
Plan and deep Louisiana Medicare VBP experience,  

 
Recent analysis shows 

that Humana’s value-based programs are 
improving quality and lowering costs in 
Humana’s Louisiana-based MA value-based 
arrangements: 21.5% cost savings compared to 
Medicare fee-for-service (FFS) in 2019, driven 
by a 27.5% reduction in inpatient admissions and 2.5% reduction in emergency department (ED) visits. 
In addition, our VBP providers are successful at getting Medicare enrollees in for their primary care and 
preventive care visits, with 87.5% of assigned enrollees receiving a preventive care visit in 2020. 

Valued Care+ VBP Implementation Time Frame and Specific Models by Provider Type  
Humana takes a deliberate approach to implementing Valued Care+ VBP models. We start by getting 
the basics right, with timely and accurate claims payment. This is an important step in building trust, 
and trust is the gateway to value based partnerships. In Louisiana, we will start with broad models for 
PCPs and providers who are already participating in VBP. We will expand to more complex models that 
include other provider types not historically qualified for VBP using our strategic approach to assessing 
provider readiness. Using this approach, we will implement the models listed in Table 2.6.12.1 in 
Louisiana.  

2.6.12 Value-Based Payment 
1 of 10

191 of 230

CONFIDENTIAL

-
Humana has VBP contracts with 
64 Medicare provider groups 
across all 64 Louisiana parishes. 
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Nationally, Humana's 
Medicare value-based 
providers had 29.2'X, 

fewer hospital admissions 
and 10.3'X, fewer ED visits 
per thousand in 2020. 

Humana's Florida Medicaid VBP and Quality Success 
• 63% of providers in our Florida Medicaid plan 

participate in one of Humana's VBP arrangements 
• Nearly 30% of our Florida Medicaid enrollees are 

assigned to providers in downside risk arrangements 
• Our NCQA-accredited Florida Medicaid plan is tied for 

first in quality among 10 participating Medicaid plans 
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Provider Evolution Along the Alternative Payment Method Model Continuum 
We work closely with providers to transition their practices to an appropriate model based on the 
Healthcare Payment Learning & Action Network (HCP-LAN) Alternative Payment Model (APM) 
framework – with actionable data, care coordination, clinical programs, predictive modeling, innovative 
solutions, and provider supports, as detailed in 2.6.12.3.4. Humana's Valued Care+ VBP programs meet 
providers where they are, giving PCPs, BH providers, OB/GYNs, and hospitals the opportunity to 
participate to increase their ability to improve quality and reduce costs over time shown in Figure 
2.6.12.1 in our Value Care+ VBP Cycle. Our tailored, flexible models consider individual provider needs, 
such as federally qualified health centers (FQHC) and Human Services Districts (HSDs), which often have 
unique billing requirements and limited resources. Our dedicated Medicaid Provider Performance 
Improvement Advisors (PPIAs) and Practice Transformation Specialists (described in 2.6.12.3.4) are 
accountable to individual provider types, and perform readiness assessments to help providers 
determine the right VBP arrangement for their practice, offering technical and financial support to help 
them progress into higher level models. 
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2.6.12.2 Expanding Initial Efforts Through VBP Steps in First Three Contract Years 
Humana's strategy to expand and enhance our flexible, tailored Valued Care+ VBP models throughout 
the first three years of the Contract includes the following steps: 

Investing in provider support and practice transformation to ensure readiness 
Offering a continuum of VBP models to meet providers where they are 
Diversifying model eligibility criteria to allow for small and rural provider participation 
Working with innovative provider partners to co-create new VBP models and scaling over time 
 Continually analyzing model effectiveness and provider success. 
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2.6.12.3.2 Quantitative, Measurable, Improvements in Clinical Outcomes 
Each stage of our VBP continuum has quality measures and incentives designed to achieve specific 
outcomes related to the Triple Aim as outlined in Tables 2.6.12.3-5 through 2.6.12.3-10. Because VBP 
enables quality improvement, Humana’s VBP strategy aligns with LDH and the Louisiana Medicaid 
Quality Committee’s priorities to improve outcomes across an array of clinical and efficiency metrics 
such as those included in Attachment H. Our plan to implement quantitative, measurable improvements 
in clinical outcomes complies with Model Contract Section 2.17.3.4 and includes: 
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Table 2.6.12.3-11 Louisiana Medicare Valued Care+ VBP Improvements 
Prevention Utilization Management & Adherence 
↑ 18% Eye Exams ↓ 27.5% Hospital Admissions ↑ 13% Antidepressant Medication 

Management (Effective Continuation Phase) 
↑ 20% Colorectal Cancer Screenings ↓ 2.5% ED Visits ↑ 49% Blood Pressure Control Management 

2.6.12.3.3 Expanding Value-Based Payment Arrangements  
Humana’s Louisiana VBP experience through our Medicare 
4.5 Star plan demonstrates that we have the contract 
structures and provider relations processes in place to extend 
our VBP programs to Medicaid and exceed LDH’s VBP targets. 
Our strategy to expand VBP arrangements over the initial 
years of the Contract includes offering all preferred 
arrangement categories identified in Model Contract Section 
2.17.6 and is based on tailored outreach and collaboration 
with providers. Humana began our outreach and recruitment 
strategy to expand our Medicaid Valued Care+ VBP program 
with Louisiana providers with whom we have established relationships through our Medicare or 
Commercial programs. Our tailored Medicaid VBP models allow all provider types, including safety net 
providers such as FQHCs and rural health clinics, to participate and ultimately succeed in higher-level 
arrangements. For example, 
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,, LCMC and Humana have a long history of 
working together to serve the citizens of LA. 
We are currently par in both their Commercial 
and Medicare Advantage plans and in 2021, 
we launched a Medicare Advantage narrow 
network together. Our physicians are also a 
participating in their value-based programs 
that help to drive quality and outcomes for 
the members we serve. We took forward to 
working with them as Medicaid partners and 
developing a robust value-based relationship 
on the Medicaid side as well. 11 

- Bob Remy, VP , Strategy, LCMC Health 
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2.6.12.3.4 Supporting Providers in Successful Delivery Reform Through Payment Arrangements 
Humana’s experience in Louisiana with our existing Medicare network demonstrates our ability to move 
providers along the VBP continuum and enable delivery system reform. From 2018 to 2020, the number 
of our covered population in our Model Practice (APM Category 3A) and higher VBP arrangements 
increased by 611,000. Our proven strategy for supporting these providers, as well as those new to our 
network, to succeed in VBP arrangement and advance Louisiana’s goals for delivery system reform 
includes: 1) Proven processes to work collaboratively with providers and assist them in meeting VBP 
goals and targets; 2) Transparent process to determine provider readiness and infrastructure capacity to 
move to higher levels on the VBP continuum; 3) Data reporting that provides accurate and actionable 
data that enables practices to succeed in VBP; and 4) Focused technical assistance to help providers 
prepare for and succeed at higher level VBP arrangements. 
Building Collaborative Relationships with Providers 
Humana’s new provider support model is foundational to Humana’s efforts to build collaborative 
relationships with providers, and helping them succeed in VBP arrangements through: 

2.6.12 Value-Based Payment 
8 of 10

198 of 230

CONFIDENTIAL

Humana 
Healthy Horizons. 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417   

 

  
 

 
 

Advanced Primary Care Model: We have based our APC model upon the notion that primary care is the 
backbone of a health system achieving the Triple Aim. Our APC model is open to all PCPs, which gives 
them: Access to practice transformation resources including practice coaching to enhance capabilities 
including telehealth and integrated care capacity; insight into quality and performance improvement 
opportunities; assistance with referrals to help address SDOH; and support with care coordination and 
integrated care efforts to help treat BH and complex conditions. 
Medicaid Provider Performance Improvement Advisors: These regional experts provide quality and VBP 
support for individual provider types including FQHCs, small and rural health providers, pediatric 
providers, large provider groups, BH providers, specialists, and OB/GYNs. Each PPIA has specialized 
training to assist the provider types to which they are assigned, allowing them to appropriately assess 
provider readiness for participation and advancement in VBP arrangements. For example,  

 
 

 
 

Medicaid Practice Transformation Specialists: These experts collaborate with providers to build and 
strengthen their practice capabilities to deliver more comprehensive care to enrollees and take on 
increasingly larger degree of accountability in more advanced VBP models. These specialized nonclinical 
and clinical Practice Transformation Specialists provide education and assistance to improve provider 
capabilities such as BH integration in primary care practices; assist with NCQA/other certification; 

 

Recurring Meetings: Humana PPIAs have regular, face-to-face contact with providers to address a range 
of practice, clinical, and social determinant needs. Through our experience we learned that formal, 
structured interactions with providers are important to keep provider practices and Humana aligned on 
our mutual goals.  
These recurring meetings follow an agreed-upon agenda to facilitate active problem solving to meet 
mutually established goals. In addition to PPIA interactions, these meetings typically include additional 
Humana associates such as contract management and quality, clinical, and pharmacy experts to best 
address all issues. We also hold quarterly Joint Operating Committee meetings with large provider 
practices, which are leadership forums that ensure that Humana and our large, high-volume, advanced 
VBP practices effectively communicate and address issues at the senior practice management and local 
health plan levels. Our Provider Services Director or Provider Relations Representative and the assigned 
PPIA responsible for the partnership attend all meetings. Senior leaders from clinical, pharmacy, finance, 
and operations frequently attend depending on agenda topics.  
Providing Technical Assistance and Data Analytics Tools for Providers 
Moving into value-based care requires an increase in population health management capabilities and 
access to accurate, actionable data. We have tailored our Valued Care+ VBP models to meet providers 
where they are in this transition and support them with the technical assistance and data tools they 
need to succeed, in accordance with Model Contract Section 2.17.5. Using these tools, physician 
practices can continue focusing on prevention and improving health outcomes, quality, and cost while 
elevating the overall experience for their patients, physicians, and care staff. 
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Tools to Assess and Assist with VBP Readiness: 
Readiness Assessment: Our Medicaid VBP Readiness Assessment and Population Health Guide are 
tools that facilitate discussions between Humana and providers to identify appropriate VBP 
arrangements. Our PPIAs leverage these tools to assess providers' potential for growth, infrastructure, 
engagement, clinical operations, and financial operations. They help each practice analyze current 
workflows to advance appropriate population health efforts, address unmet care gaps, reduce 
unnecessary testing, facilitate smart referrals for whole-person support, and leverage enrollee data to 
gain insights into quality, cost, and utilization performance. 
Data Analytics and Reporting to Inform Decision Making 
Humana uses the data analytics and reporting tools in Figure 2.6.12.3 to help providers make informed 
decisions about enrollee treatment and improve performance in quality and cost reduction. 

The ability to stratify data by demographic categories and target interventions for specific populations 
aligns with our efforts to achieve the NCQA Health Equity Distinction Plus. 
Tools to Help Manage Enrollees' Whole-Person Care Needs 
Electronic Health Records (EHR)/Health Information Exchange (HIE): Our HIE payer platform brings 
together enrollees, providers, and payers to power value-based care, and Humana is also committed to 
connecting with the Greater New Orleans HIE to increase connectivity to FQHCs and leverage the 
Corrections-Community Care Continuum (GC4). For smaller practices, we are also working with several 
EHR vendors and third-party integrators.  
Closed-Loop Referral Program: Humana’s SDOH platform offers closed-loop referrals through its 
network of CBOs. We will integrate this closed-loop referral system into Compass and advance the 
capabilities of our partners by connecting clinical and social service providers with network providers, 
enabling tracking and closing of referrals, and allowing us to incent service providers to follow up and 
close referrals to social services. 

 
 

 
 

 

Coding Education: To assist providers in VBP arrangements with coding accuracy, Humana developed 
the Coding and Documentation Education and Training (CADET) Program. CADET coding educators 
collaborate with provider practice staff to assess their coding accuracy and establish improved 
processes. CADET coding educators return to practices on a quarterly basis to conduct audits and 
refresher training. 
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Claims Management and Systems 
and Technical Requirements

Kingsley House Adult Day Care program allows participants the options to engage in recreational 
and educational activities including: games, cooking demonstrations, arts and crafts, sewing and 

knitting, music therapy, exercise programs, computer classes, line dancing, intergenerational 
programming with our Early Learning students, and themed parties and events. Humana Healthy 

Horizons in Louisiana is partnering with Kingsley House to address a myriad of enrollees’ needs.
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2.6.13 2.6.13 Claims Management and Systems and Technical Requirements 
Humana Healthy Horizons in Louisiana has determined that our robust systems meet or exceed all 
requirements described in Model Contract Section 2.18, Section 2.19, the MCO Manual, the MCO 
System Companion Guide, the Department of Justice (DOJ) Settlement Agreement, applicable State 
administrative rules, and statutes. 

2.6.13.1 Customizing Louisiana Medicaid Specific System for Adjudicating Claims  
At Humana, we view every claim as an opportunity to reinforce our commitment to Pay It Right the First 
Time, thereby aiming to adjudicate and reimburse claims correctly at or near the point of service. We 
have designed our claims strategy to meet the ultimate goals of 
ensuring our enrollees receive quality care; reducing complexity 
and administrative burden of the providers; and being an effective 
State partner in administering Medicaid covered services. Driven 
by these goals, we have ongoing efforts to enhance the electronic 
claims submission process to improve provider satisfaction related to claims processing. These 
enhancements have reduced manual intervention and improved the consistency and accuracy of 
payments, which is evident through the consistent demonstration of our ability to maintain an auto 
adjudication of 90% or higher over the last two years. Humana has invested in our claims processing 
tools and technologies, which has helped us be operationally nimble and allow us to accurately respond 
to program changes or State needs. For example, our Claims Decision Engine (CDE) accelerates the 
system configuration process to reduce costs and ensure timely implementation. With CDE, we can 
configure more State-specific requirements without hard coding them within our proprietary claims 
processing system, Claims Adjudication System (CAS). 

Humana manages medical, behavioral health (BH), and long-term care, which ensures consistent claims 
processing practices. We are prepared to engage with the State's single pharmacy benefit manager 
(SPBM) to ensure proper implementation of all required activities, including but not limited to 
medication therapy management, case management, pharmacy lock-in coordination, and payment to 
the PBM for pharmacy claims and transaction fees. Over the years this experience, coupled with our 
agile system, has enabled us to quickly prioritize and modify business rules required for contractual 
compliance, fee schedule updates, and subcontractor integrations. For example, within a 24-hour period 
in our Florida Medicaid Managed Care Program, we edited our claims authorizations to allow payment 
to providers of Early Intervention Services (EIS) for children with special needs. Subsequently, we trained 
our claims adjusters on the EIS program and the edits required to enable this important service. Another 
recent example occurred with Commonwealth of Kentucky Medicaid, when Humana altered Medicaid 
claims processing during the COVID-19 pandemic. The Claims Processing team, in collaboration with our 
Compliance, Provider Payment Integrity, Special Investigation Unit (SIU), and Fee Schedule Management 
teams worked to review and ensure compliance to federal, State, and COVID-19 guidelines. We used 
business configuration tools to create more than 100 new rules to accommodate COVID-19 claim 
requirements and updated 105 CDE rules. We also wrote six new payment policies, which have allowed 
us to quickly change processes to pay claims appropriately. The teams met daily to identify any issues or 
specific concerns or trends identified in the system-generated reports that track specific codes. This 
collaboration between our operational and IT teams involved activities such as loading and pricing new 
billing codes, implementing new reimbursement policies, answering provider inquiries, and supporting 
code edits. 

As we enter the Medicaid landscape of Louisiana, we will build upon the successful processes and 
operations already in place from our readiness work completed in preparation for the Healthy 
Louisiana Medicaid program Contract in 2019. We already enhanced our claims system based upon the 
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2019 Louisiana Department of Health (LDH) contract requirements. Using our business rules engine, the 
CDE enabled us to efficiently perform coding changes to ensure accuracy and align with billing guidelines 
set forth by LDH. Through our Enterprise Release Management process, we deployed system changes in 
accordance with our System Development Lifecycle (SDLC) framework, designed to ensure delivery of 
quality information systems with speed and agility. Using these processes, some of the claims 
enhancements and upgrades we completed in 2019 for Louisiana (shown in Table 2.6.13.1-1) include, 
but are not limited to, the following: 

Table 2.6.13.1-1: Claims Enhancements/Upgrades 
2019 Enhancements for LDH 
Set up for Traditional Explanation of Remittance 
letter to providers 

Created new edits and modified existing edits for claims 
processing and verification 

Prepared system to auto-validate claims based on 
LDH requirements 

Updated system to enhance BH claims processing 

Designed reporting capabilities to accurately reflect 
all Louisiana Service Level Agreements 

Capability to process claims for Dual enrollees, so that claims 
from Medicare will pass directly to Humana to pay secondary 

Enhanced claims systems to not deny claims for no 
Explanation of Benefits/Explanation of Benefits 
(Medicare) when claims are for prenatal care for 
pregnant women as defined by HPA 16-17 

Cover preventive pediatric services as defined by HPA 16-17; or 
for a service provided to an individual on whose behalf child 
support enforcement is being carried out by the state Title IV-D 
agency  

Our Claims Processing Team, Provider Payment Process team and the Payment Integrity team 
thoroughly analyzed the new LDH-specific requirements, the Model Contract, and the MCO Manual to 
identify specific customizations. We continuously seek to identify and incorporate opportunities for 
enhancing our encounters submission process. Humana has the capability to submit HIPAA-compliant 
encounter data to Louisiana’s fiscal intermediary based upon the requirement outlined in Model 
Contract Section 2.18.15. We will coordinate all processes on submissions, reception of encounters 
data, and LDH’s acknowledgements through the fiscal intermediary. Humana’s Relationship Manager 
will oversee subcontractors to ensure LDH encounters submission requirements are adhered to 
continually. We will configure our systems to meet Louisiana-specific provider payment arrangements, 
like full Medicaid payment and the Managed Care Incentive Payment Program. We are confident that 
our claims system will be ready to meet all LDH requirements and will work closely with LDH to 
implement any additional, new system enhancements. The Claims Administrator will be responsible for 
administration of a comprehensive claims processing system capable of paying claims in accordance 
with the State and federal requirements. Under leadership of the Claims Administrator, Humana Healthy 
Horizons in Louisiana will establish a team of experts with deep experience in our claims processing 
operations for Louisiana. 

Experienced Claims System Capabilities Meeting the Contract Adjudication Requirements 
Humana’s prompt, timely, and accurate claims payment is key to reducing provider burden and 
maintaining strong provider relationships, evidenced in Table 2.6.13.1-2. Humana uses a direct and 
collaborative approach with the states and their clearinghouses related to Medicaid claims and 
encounters. With the exception of the current COVID-19 pandemic, Humana meets both in person and 
via conference calls with all of our state clients as often as required or necessary. These discussions 
provide Humana, the states and their clearinghouses the opportunity to go over any and all issues that 
may exist with encounters or claim edits in place, along with any other issue that may impact encounter 
submissions. This allows Humana to make direct changes in processes, procedures, and technical 
changes to our systems to meet the State’s needs. 
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While we also accept paper claims, we proactively encourage providers to submit and receive claims 
information through electronic data interchange. As a result of our education and training efforts, the 

volume of claims submitted electronically in our Florida Medicaid 
Program increased from 95.3% in 2019 to 97.8% in the first half of 
2021. Currently we process provider payments made via check, 
per provider preference, twice per week, and will follow the same 

for Louisiana, exceeding the LDH requirement. Providers who choose to be paid via EFT will receive 
payment daily. As our electronic hub (eHub), the system that performs an initial data analysis, receives 
a claim, it then routes to CAS, as shown in Attachment 2.6.13.1 Claims Adjudication Process. Upon 
receipt, CAS returns an electronic acknowledgement and maintains 100% traceability between systems 
to ensure no claim is lost. As needed, CAS matches claims with authorizations. If CAS does not find an 
authorization, the system returns the 837 file with a note of resubmission to the provider. CAS 
determines whether the claim includes all 
information necessary for adjudication and 
for our subsequent encounter submissions 
to the State. Our system edits meet Centers 
for Medicare & Medicaid Services (CMS) 
mandated edits for the State's Medicaid 
program as well as nationally recognized 
clinical editing standards. Our providers can check claims status in Availity, our provider portal. If they 
need assistance, they can call our Provider Services Call Center or their assigned Provider Relations 
Representative. We also offer high-touch service, where our Provider Relations Representatives and 
Provider Claims Educators work in-person with providers to assist and guide them with claims issues. 
We will conduct monthly meetings to review changes to edits based upon feedback from the Louisiana 
provider community. We categorize claims that pass the edits in our CAS as clean claims. We 
automatically process finalized claims for payment.  

To ensure accuracy of claims payment for Louisiana Medicaid, our Quality Audit team will conduct a 
prepay audit prior to finalizing a claim, which will reduce any recovery provider abrasion, especially on 
high-dollar claims. Our Service Quality Organization team protects Humana from the full spectrum of 
healthcare fraud, waste, and abuse (FWA) by performing root cause analysis and determining the origin 
of a defect. Prepay audits are based upon rules we have developed for end-to-end criteria and coded in 
our system. We perform pre-disbursement audits on high-dollar claims or when a payment exceeds 
$750,000. Once we identify such claims, we perform an end-to-end audit and provide feedback to 
operations. After proper analysis on the accuracy, we release the claim for payment. The Claims Quality 
team audits close to 60,000 claims per year. The total paid dollars audited monthly is approximately 
$15M and annually $180M. For Louisiana, we will complete a separate monthly audit to ensure we 
maintain accuracy, per Louisiana guidelines, and proactively identify claims payment issues. 

2.6.13.2 Management Information System Overview 
Humana maintains an integrated, automated Management Information 
System (MIS) to support the complex demands of our health coverage and 
care coordination activities for physical health, BH, and social 
determinants of health (SDOH) services. Our MIS, which incorporates the aforementioned CAS, is 
grounded by Humana's overarching focus on enhancing enrollees' outcomes and quality of life. We 
recognize that well-functioning information technology (IT) is the backbone of our business functions; it 
is foundational for identifying opportunities to assist enrollees in their care and to deliver providers 
accurate and timely payment. Our MIS accepts and processes provider claims, verifies eligibility, 

Table 2.6.13.1-2: Humana’s Claims Adjudication Rate 
Year Clean Claims 

paid within 
15 days 

Clean Claims 
paid in 30 
days 

Clean Claims 
paid in 60 
days 

2020 94.6% 98.9% 99.8% 
2019 97.6% 99.6% 99.9% 
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facilitates population health and care management, collects and reports encounter data, and validates 
prior authorization and pre-certification compliant with LDH and federal reporting requirements. 
Humana's technology helps limit financial burdens on enrollees and assists in addressing SDOH and 
health disparities in communities. Driven by the goal of integrated care delivery, we support 
contemporary interoperability using fast healthcare interoperable resources (FHIR) and similar 
approaches. Humana continuously invests while leveraging employee innovation in the fields of data 
and interoperability, advanced analytics, artificial intelligence, and virtual care. In 2019, Humana and 
Microsoft Corporation announced a strategic partnership focused on building modern healthcare 
solutions for Humana enrollees aimed at improving their health outcomes and making their 
healthcare experiences simpler to navigate. We launched a new data analytics and digital health 
division, Humana Studio H, that integrates our big data and health IT strategies. Studio H enabled our 
speedy and effective implementation of our COVID-19 response. 

2.6.13.2.1 Length of Time Humana Has Used Proposed Management 
Information System  
The stable, integrated and compliant MIS we will bring to Louisiana Medicaid has 
been operational for more than two decades, continuously evolving as we invest 

to respond to the needs of the populations we serve and to keep current with modern technologies. We 
have successfully deployed this MIS in Florida, Virginia, South Carolina, Kentucky, and Illinois for 
Medicaid Temporary Assistance for Needy Families (TANF) and Aged, Blind and Disabled (ABD) and LTSS, 
and in 26 states for Dual Eligible Special Needs Program (D-SNP). Our MIS reliably serves more than five 
million Medicare Advantage (MA) and Medicaid enrollees. Humana's applications successfully enable 
the workflows necessary to manage enrollee and provider interactions to improve business processes 
and quality of care. 

2.6.13.2.2 Hardware and System Architecture Specifications for All Systems  
Table 2.6.13.2-1 provides a brief description of the systems and their hardware architecture that we will 
use to support Louisiana Medicaid. All platforms are on current releases; none is unsupported. 
Attachment 2.6.13.2-1 High Level System Architecture provides an overview of the system architecture 
for the system as a whole. Attachment 2.6.13.2-2 Key System Architecture includes the architecture for 
key systems, including enrollee and provider enrollment, claims processing, customer service systems, 
utilization management (UM)/service authorization, Care Management/care coordination, and financial 
systems. 

Table 2.6.13.2-1 Hardware Architecture Specifications 
Hardware Component Hardware Specifications 
Data Center Designed to conform to the Uptime Institute’s Level 4 (highest) standards for resilience and 

redundancy. Also utilizes the three major cloud vendors: Microsoft Azure, Amazon Web 
Services, and Google Cloud Platform 

Data and Voice Network The LDC network is built primarily on Cisco equipment, with some Arista components.  
Offices and clinics Cisco SD-WAN, with Cisco and Meraki for wireless 

Server Mainframe – IBM Z15 Series 
UNIX – Releases 7 and 8 
Windows - Windows 2019. Virtualized via VMWare 
AIX - Versions 7.1 and 7.2 

Storage Storage platforms, including Cisco, Dell EMC, IBM, Pure Storage, and NetApp. All storage 
utilizes AES-256 encryption. 

            

2.6.13.2.3 Proposed Functions and Interfaces 
Humana currently operates all enterprise systems required for the Louisiana Medicaid program 
including other Medicaid contracts and our MA and commercial lines of business. Table 2.6.13.2-2 

2.6.13 Claims Management and Systems and Technical Requirements 
4 of 10 204 of 230

I 

Humana's critical 
systems availability 
for 2021 is 99.ST'., 

Humana 
Healthy Horizons. 
in Louisiana 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417   

 

  
 
 

 

Proposed Functions and Description describes the MIS modules or the proposed functions designed to 
support the needs of LDH’s program and required functional areas. 

Table 2.6.13.2-2 Proposed Functions and Description 
Functional Area to 
support this 
Contract 

System Description 

Enrollment (Enrollee 
and Provider) 

Electronic Transmission 
(ET) 

ET manages all file transfer requests and transmissions into and out of 
Humana. 

Customer Interface (CI) CI receives enrollment and disenrollment data from in-house data 
mapping and validation modules; houses plan and enrollee-level data; 
source system of record for downstream systems. 

MedRecon MedRecon is the reconciliation system for state capitation payments 
for Medicaid and Duals Demonstration plans. 

Operational Data Store 
(ODS) 

ODS is an integrated, frequently changing, subject-oriented and 
updatable set of operational data. It powers real-time transactions and 
web applications, including MyHumana (all portals), Availity, interactive 
voice response (IVR), CRM, and Smart Summary. ODS is accessible 
24x7. 

Master Data 
Management (MDM) 

MDM is the technology, tools, and processes required to create and 
maintain consistent and accurate lists of critical data to an 
organization. It assigns a lifetime ID to Humana enrollees regardless of 
line of business creating a longitudinal view of all data associated with 
that enrollee. 

Provider 
Management 

Provider Information 
Management Systems 
(PIMS) 

PIMS maintains provider demographic information and credentialing 
verifications information. It is responsible for producing directories 
data. 

Provider Master Data 
Management (PMDM) 

PMDM provides mastered data from multiple internal/external 
sources, resulting in a unique view of each provider.  

Provider Cognitive 
Services - Watson 

Watson supports cognitive agent capability within provider self-service. 

Availity (Provider 
portal) 

Providers use Availity to verify enrollee eligibility, submit and review 
authorizations and claims, view remittances and compliance, and 
communicate with Humana. 

Population Insights 
Compass 

Population Insights Compass provides quality, pharmacy, Census, and 
patient detail reports supporting the provider with value-based 
payment (VBP) arrangements; Provider Relations teams also use it as a 
provider Customer Relationship Management (CRM) tool. 

Value-Based Payment 
(VBP)/ 
Capitation 

This risk-sharing management application is used to control provider 
reimbursement with selected, assigned, and attributed membership 
through capitation payments, claims expensing, control of claims 
payment, and reconciliation. 

Contract Information 
System (CIS) 

CIS is responsible for the build, update, and display of all provider 
contracts. 

Claims & Encounter 
Processing  

eHub Receives claims from more than 200,000 providers nationwide through 
more than 100 clearinghouses; performs eligibility verification; routes 
electronic and paper claims (formatted for HIPAA 837) to CAS. 

Edifecs 8x Generates our encounter data; all outgoing files batched per HIPAA 
guidelines; Strategic National Implementation Process edits; and CMS- 
and State-specific requirements. 

Claims Administration 
System (CAS) 

Assesses claims to verify enrollee and provider identity as well as the 
accuracy and appropriateness of the claim; averages 150 edits per 
second per claim. Supports processing third-party liability and is 
updated with the enrollee’s primary insurance. If Humana coverage is 
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Functional Area to 
support this 
Contract 

System Description 

secondary, we coordinate benefits with other carriers using National 
Association of Insurance Commissioners & Tax Equity and Fiscal 
Responsibility Act rules. 

Customer Service 
Systems 

Customer Relationship 
Management (CRM) 

SalesForce platform offering Enrollee Services staff a 360-degree 
enrollee view encompassing administrative and clinical matters 
important to Enrollee and Provider Services Staff. Provides a complete 
view of claims, authorizations, referrals, and enrollees’ providers. 

MyHumana (Enrollee 
Portal) 

Portal to view claims, view or print member ID cards, complete 
assessments, view resources for enrollee's health, give electronic 
consent to share health information, and communicate with Humana. 
Updates/changes enrollees’ assigned primary care provider (PCP), 
selected communication preferences  

Grievance and Appeals 
(G&A) 

User interface designed for handling G&A and Medicaid State Fair 
Hearing inquiries; supports contractual requirements; includes 
integrated inventory management dashboards and customizable letters 

Avaya & Nuance Includes co-functionality with IVR systems, Avaya & Nuance; 
automated handling of enrollee and provider calls; three-way calling; 
authentication and self-service capabilities such as Rx refill, claims 
status check, order new member ID card 

Integration Plus Population Health (Integration+) Platform: Comprehensive platform enabling robust 
clinical/population health that integrates whole-person view of enrollee, including needs assessment, analytics, Plans of 
Care, authorizations, health outcomes, and more 
Utilization Management (UM)/Service 
Authorization and Quality Assurance 

Population Health: Internal, proprietary integrated tool sets to monitor 
and track health outcomes and utilization for enrollee populations; 
supports authorization processes; integrates enrollee data from a 
variety of sources [claims, Health Needs Assessments (HNAs), 
biometrics, personal health profiles, lab tests, and results] to support 
the Clinical Insights engine and analytics 

Care Management (CM)/Care Coordination ATLAS: Identifies enrollees needing Care Management. Loads enrollees' 
relevant information to Rules team (coverage, predictive model scores, 
age, etc.) and runs business rules 
Clinical Platform: Supplies enhanced capabilities to identify candidates 
for programs and assignment to Care Management, documents gaps in 
care, performs assessments, automates tasks and rules based on 
clinical guidance and State guidelines, automates care planning, tracks 
enrollee outreach, monitors plan compliance, identifies outcomes for 
further intervention, and gives Case Managers a 360-degree view of 
enrollee.  
Clinical Rules and Analytics Engine: Internally managed clinical rules 
engine allowing care gap reporting to source enrollee alerts, predictive 
models, and provider reporting on open care gaps and needed 
preventive services; also supports rapid-cycle quality improvement 

Financial Systems Oracle EBS Financial 
Platform 

Supports all financial operations and processing; Incorporates Total 
Reconciliation Solution (TREC) to perform monthly reconciliations, as 
well as chain of trust compliance for interfaces coming into the General 
Ledger 

PayPilot Processes provider payments 
Precise Data Plus (Precise Data+): Data warehouse platform that collects data and generates gold standard reporting. 
Reporting Enterprise Data Warehouse (EDW): Centralizes data from all core 

operating systems (e.g., enrollment, claims, Care Management, and 
quality, etc.); enables deep, data-driven insights from several reporting 
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Functional Area to 
support this 
Contract 

System Description 

tools; includes Medicaid Data Mart that gathers Medicaid-specific data 
for analysis and reporting 
Operational Data Store (ODS): Provides enrollees aggregated 
coverage, group, and claims operational data for the enterprise 
Clinical Data Mart: Supports both clinical reporting and business 
intelligence analytics 
Reporting Rules Engine:  Source of truth for Humana’s HEDIS® results 
rate progress through the year 
Enterprise Solution Point (ESP): Medicaid-centric reporting to track 
compliance, accuracy, and timeliness of state reporting 

Program Integrity Surveillance Utilization 
Review Module (SURS) 

Construct analytical, statistical, and predictive models to detect FWA; 
models developed for specific specialties and types of services; data 
selected based upon investigations, research into specific fraud 
schemes, and scenarios affecting specific models 

Fraud Investigative 
Tracking  

SIU workflow documentation system, all incoming cases of suspected 
FWA entered into Fraud Investigative Tracking system 

Total Humana 
Overpayment 
Resolution (THOR) 

Enhances CAS algorithms for superior, more complex rule-building to 
expand criteria and call-outs to other claims systems, reducing need for 
provider recoveries on post-pay 

Document 
Management 

eHub Storage of electronic documents where they are indexed, available, 
and retained at or beyond record retention period; indexing facilitates 
timely retrieval of images for call center representatives, G&A 
personnel, and other interested parties. 

Enterprise Measurable 
Messaging Ecosystem 
(EMME)  

Outgoing mail/fax fulfillment system 

Proposed Interfaces 
Humana leads the industry in our electronic data interchange (EDI) capabilities. With our deep 
experience in Medicaid managed care, we understand the need for effective data sharing to process 
information for eligibility (834), premium/capitation payments (820), provider network directory files 
(274 or proprietary), claims and encounters (837), authorizations (278), pharmacy encounters (NCPDP), 
eligibility (270/271), and claim status (276/ 277) inquiries. These base transactions establish the 
foundation for Humana and Louisiana to share fundamental managed care data. Humana uses Secure 
File Transfer Protocol (SFTP) transactions, Application Programming Interfaces (APIs), and other 
methods as needed by LDH and in alignment with relevant federal code. Humana will implement all 
Louisiana proposed batch and online HIPAA transactions listed in Model Contract Section 2.19.2.3. 
Table 2.6.13.2-3 shows many of the electronic interfaces we have established for Medicaid programs in 
Kentucky, Florida, and Illinois. Where we refer to State, this includes State Subcontractors undertaking 
file transfers. Our Electronic Transmissions department’s sole purpose is to fulfill inbound and outbound 
data feeds. We take all appropriate security measures to protect data and monitor data feeds in the 
operational steady state. New data feeds are subject to all applicable SDLC disciplines. 

Table 2.6.13.2-3: Experience Establishing Interfaces for Batch and HIPAA Transactions in Other States 
File Type From - To KY IL FL 
Enrollment 834 (Daily/Monthly)  State – Humana  Y Y Y 
Capitation Payment 820 (Monthly)  State – Humana  Y Y Y 
Provider File (Daily/Weekly)  State – Humana Y Y Y 
Humana Provider Network (Weekly)  Humana – State Y Y Y 
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File Type From - To KY IL FL 
Encounter 837 (Weekly, Monthly)  Humana – State  Y Y Y 
Enc. Resp. 999, 276/277 (Weekly, Monthly)  State – Humana Y Y Y 
NCPDP Rx Enc. Resp. (Weekly, Monthly)  State or PBM – Humana Y Y Y 
Historical Claims/Auth (Monthly) State – Humana N/A Y N/A 
Eligibility Inquiry 270, 271 (Daily)  State – Humana N/A N/A N/A 
Auth Request/Response 278 Provider – Humana Y Y Y 
Claim 837 Provider – Humana Y Y Y 
Remittance Advice 835 Humana – Provider Y Y Y 
Encounter Response 835 State – Humana Y Y Y    

2.6.13.2.4 Data and Process Flows for All Key Business Processes 
Attachment 2.6.13.2-3 IT Data Flows shows the overall data and process flows within our systems and 
among all key business processes. 

2.6.13.2.5 Resources Dedicated to Medicaid Management Information Systems Exchanges 
 

Our Electronic Transmissions team configures and automates all secure 
file transfers between Humana, the Louisiana MMIS, its external partners, and customers. Humana’s Site 
Reliability Engineering group monitors all file exchanges to ensure successful transmission or receipt of 
files. Humana's Operations team, which relies upon and/or consumes data exchanges with the Louisiana 
MMIS, also monitors file transactions to support integrity and data transmission accuracy of our MIS/File 
Exchanges. 

2.6.13.3 System Changes or Enhancements 
Our MIS is fully operational for the Louisiana Medicaid program. However, given the fast pace of 
technological change, new IT developments present opportunities for us to continuously upgrade and 
enhance our systems. We invested more than $1 billion over a four-year period to support strategic 
innovation, including investments in interoperability, advanced analytics, artificial intelligence, and 
virtual care. Humana follows a monthly and quarterly release schedule for system maintenance across 
all applications. We perform system changes and maintenance using robust project management and 
system development processes to ensure upgrades do not result in downtime for enrollees, providers, 
or our associates. Our Quality testers fully test all releases, including security code reviews. Humana and 
our subcontractors ensure technology delivery is well planned and implemented through cross-team 
collaboration and release coordination that does not have any impact to system availability for our 
enrollees or providers. In compliance to the Model Contract, we will notify LDH of any significant 
updates at least 90 calendar days prior to the projected date of the change, unless otherwise directed by 
LDH. We will also provide to LDH or its designee a Systems Refresh Plan as part of Readiness Review 60 
calendar days prior to implementation of revisions. Table 2.6.13.3 shows the enhancements we plan to 
undertake to improve overall capabilities and respond to specific needs of the Louisiana Medicaid 
program.  

Table 2.6.13.3: Enhancements/Upgrades to Systems 
System Description of Enhancement/Upgrades Status Completion Date 
2.6.13.3.1 
Enrollment 

Website/Portal: Further integration with population health platform 
to display HNA result 
Mobile Platforms: Creation of diabetes pathway to support enrollee 
self-management 

In Progress EOY - 2024 
 

EOY - 2024 
 

       EOY - 2024 
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System Description of Enhancement/Upgrades Status Completion Date 
IVR: Enabled Omni-channel, voice-initiated, personalized interactions 
to deliver callers to best-skilled Enrollee Services Staff or easy access 
self-service for both caller and staff 

2.6.13.3.2  
Claims 
Processing 

Claims Engine: Enhancing back-end claims processing engine to 
accelerate time to deliver and internal interface performance 
supporting State-specific customization 

In Progress EOY - 2024 

2.6.13.3.3 
Utilization 
Management  

Continuously leveraging FHIR interfaces for State requirements to 
support transition of care, disease management, population health, 
and medication profiles to ensure optimized provider and enrollee 
experience and care 

In Progress EOY - 2025 

2.6.13.3.4 Care 
Management 

Continuously incorporating State Requirements on the Integration+ 
platform and mobile tools to enhance care to support enrollee 
interactions. Further incorporates SDOH insights and metrics into the 
Integration+ platform 

In Progress EOY - 2025 

Cross-Functional Cloud Migration: Deployment of cloud-first tech ecosystem 
Simplified and hyper-connected full technology ecosystem with 
modern suite cyber capabilities 
Customer Experience Center Platform: Implementing Omni-channel 
messaging and experiences to deliver tailored and personalized 
content based on individual consumer needs 

In Progress EOY - 2024 
 
 

EOY - 2023 
 

    

2.6.13.4 Capability and Capacity our System to Interface with LDH's System 
Humana's successful implementations of Medicaid programs in multiple states demonstrate our 
capability to interface with LDH, the Fiscal Intermediary, enrollment broker, and its trading partners as 
described in Model Contract Section 2.19.1.19. We commit to meeting the requirement of allowing and 
enabling authorized LDH personnel real-time connectivity to our system as remote connections from 
LDH offices. Humana will leverage our Data Governance department to ensure enrollee data remains 
secure while also accessible to LDH. We will ensure data remain protected by exchanging through SFTP 
through the state’s FTP/SFTP service, APIs, or other methods as discussed or directed by LDH and in 
alignment with relevant federal codes. We successfully leveraged this approach with our Florida 
Medicaid Managed Care plan. We created a business partner portal for Florida’s Medicaid agency, the 
Agency for Health Care Administration, to provide access to claims data and share dashboards. Our 
QlikView and SSRS dashboards allow for information presented at an aggregate level, with an ability to 
filter and drill down to the claims level. These tools, available to our state partners, make our reports 
highly interactive and customizable. Leveraging this experience, Humana looks forward to working 
collaboratively with LDH. Our system is well-
positioned and scalable to sustain Humana's recent 
trend of organic membership growth. Currently, 
our systems serve nearly 900,000 Medicaid 
enrollees. In addition, our Medicaid enrollment has 
grown by more than 110,000 (18%) in 2020. Once 
we enter the Louisiana Medicaid landscape, we anticipate this will represent less than a 7% increase in 
the number of enrollees administered on Humana's core systems. 

Capability and Capacity of our System to Interface with Network 
Providers and Subcontractors 
As an early adopter of the FHIR interoperability standard, we have 
collaborated with industry-leading workgroups, including the DaVinci 

Project, FHIR at Scale Task Force, Argonaut Project, the CARIN Alliance, and Project Gravity, tasked with 
accelerating the adoption of HL7® FHIR ®. We have established relationships with top electronic health 
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record (EHR) vendors, such as athenahealth, Allscripts, and Epic, allowing us to build direct connections 
with providers that streamline their daily workflows by developing electronic versions of administrative 
and clinical requirements. Humana continues to implement and promote interoperability among its 
providers and enrollees. Currently we are connected with more than 350 provider organizations in 
Louisiana via direct EHR connections exchange CCDA and/or image data. We have been working with 
Louisiana Health Information Network (LHIN) for the exchange of admit, discharge, transfer (ADT) 
data since January 1, 2020. Through the exchange of data with LHIN, which receives ADT data from 
almost all Louisiana hospitals, we meet the contractual requirement in Model Contract Section 2.19.3.5 
to ensure that emergency departments provide data on high drug 
utilizers, persons exhibiting drug-seeking behavior, and those in 
need of chronic disease management. Additionally, in fulfillment of 
contractual requirement in Model Contract Section 2.17.12.3, we 
will enable providers of value-added benefits access to data to 
assist in service delivery, which will prove especially beneficial to 
providers offering respite care to enrollees experiencing 
homelessness. Humana has APIs to permit third-party applications 
to retrieve enrollee health information with an enrollee's approval and thereby support real-time data 
exchange with our providers. We have bidirectional data sharing, both real-time and asynchronous, 
with providers via connections with EHR systems, State health information exchanges (HIE), and 
material subcontractors who submit data on dental, vision, BH, and nurse hotlines. Transactions, 
include but are not limited to, ADT, CCD (C32, C62, CCDA), and images. We also support providers 
through HEDIS and gap in care/quality of care transmissions via Humana’s platform. This seamless data 
exchange enables improved enrollee health outcomes while reducing provider burden. Humana allows 
enrollees to take their information with them as they move from payer to payer over time. This enables 
the creation of a longitudinal health record with their current managed care organization. Having an 
enrollee’s health information in one place will facilitate informed decision-making, efficient care, and 
ultimately can lead to better health outcomes. 

In Louisiana, we committed to connect with the Greater New Orleans Health Information Exchange to 
increase connectivity to federally qualified health centers and leverage the Corrections-Community Care 
Continuum (GC4). We have engaged with Louisiana Health Information Exchange (LAHIE) and are 
excited to build upon this relationship to strengthen the capacity of our contracted providers to achieve 
patient-centered medical home certification. Based upon discussions with Health Sync, which is 
establishing HIE capabilities in Louisiana, we plan to build data exchange partnerships with provider 
practices throughout the State. Humana is a founder, and remains a co-owner, of our provider portal, 
Availity, which operates the largest real-time information network in healthcare, connecting more than 
two million providers, health plans and their technology partners. Availity makes it possible for providers 
to migrate from single health plan portals with numerous logins and passwords to the Availity Multi-
Payer Provider Engagement Portal. The Availity network of top health plans and premier providers 
combine to form healthcare’s largest, most powerful network. 

2.6.13 Claims Management and Systems and Technical Requirements 
10 of 10 210 of 230

Humana 
Healthy Horizons. 
in Louisiana 

CC The healthcare industry has a 
great opportunity to band together to 
answer CMS' call to help deliver a new 
patient experience. The promise of 
interoperability is inspiring because, if 
done right, it will be the foundation 
for transforming the system. ,, 
- Bruce Broussard, Humana President 

& Chief Executive Officer (CEO) 



2.6.13 Claims Management 

Attachment 2.6.13.1 Claims Adjudication Process 
Attachment 2.6.13.2-1 High Level System Architecture 

Attachment 2.6.13.2-2 Key System Architecture 
Attachment 2.6.13.2-3 IT Data Flow 



Attachm
ent 2.6.13.1 Claim

s Adjudication Process
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
1 of 1

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1281(E)

CO
N

FIDEN
TIAL



Attachm
ent 2.6.13.2-1 High Level System

 Architecture
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
1 of 1

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1282(E)

CO
N

FIDEN
TIAL



Attachm
ent 2.6.13.2-2 Key System

 Architecture
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
1 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1283(E)

CO
N

FIDEN
TIAL



Attachm
ent 2.6.13.2-2 Key System

 Architecture
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
2 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1284(E)

CO
N

FIDEN
TIAL

 



Attachm
ent 2.6.13.2-2 Key System

 Architecture
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
3 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1285(E)

CO
N

FIDEN
TIAL

 



Attachm
ent 2.6.13.2-2 Key System

 Architecture
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
4 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1286(E)

CO
N

FIDEN
TIAL

 



Attachm
ent 2.6.13.2-2 Key System

 Architecture
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
5 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1287(E)

CO
N

FIDEN
TIAL



Attachment 2.6.13.2-2 Key System Architecture Humana Healthy Horizons in Louisiana

2.6.13 Claims Management and Systems 
and Technical Requirements 
6 of 7

Exempt from Section-Specific 
and Total Page Limits 1288(E)

CONFIDENTIAL



Attachment 2.6.13.2-2 Key System Architecture Humana Healthy Horizons in Louisiana

2.6.13 Claims Management and Systems 
and Technical Requirements 
7 of 7

Exempt from Section-Specific 
and Total Page Limits 1289(E)

CONFIDENTIAL



Attachment 2.6.13.2-3 IT Data Flows Humana Healthy Horizons in Louisiana

2.6.13 Claims Management and Systems 
and Technical Requirements 
1 of 7

Exempt from Section-Specific 
and Total Page Limits 1290(E)

CONFIDENTIAL



Attachm
ent 2.6.13.2-3 IT Data Flow

s
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
2 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1291(E)

CO
N

FIDEN
TIAL



Attachment 2.6.13.2-3 IT Data Flows Humana Healthy Horizons in Louisiana

2.6.13 Claims Management and Systems 
and Technical Requirements 
3 of 7

Exempt from Section-Specific 
and Total Page Limits 1292(E)

CONFIDENTIAL



Attachm
ent 2.6.13.2-3 IT Data Flow

s
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
4 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1293(E)

CO
N

FIDEN
TIAL



Attachment 2.6.13.2-3 IT Data Flows Humana Healthy Horizons in Louisiana

2.6.13 Claims Management and Systems 
and Technical Requirements 
5 of 7

Exempt from Section-Specific 
and Total Page Limits 1294(E)

CONFIDENTIAL



At
ta

ch
m

en
t 2

.6
.1

3.
2-

3 
IT

 D
at

a 
Fl

ow
s

Hu
m

an
a 

He
al

th
y 

Ho
riz

on
s i

n 
Lo

ui
sia

na

2.
6.

13
 C

la
im

s M
an

ag
em

en
t a

nd
 S

ys
te

m
s 

an
d 

Te
ch

ni
ca

l R
eq

ui
re

m
en

ts
 

6 
of

 7

Ex
em

pt
 fr

om
 S

ec
tio

n-
Sp

ec
ifi

c 
an

d 
To

ta
l P

ag
e 

Li
m

its
12

95
(E

)

CO
N

FI
DE

N
TI

AL



Attachm
ent 2.6.13.2-3 IT Data Flow

s
Hum

ana Healthy Horizons in Louisiana

2.6.13 Claim
s M

anagem
ent and System

s 
and Technical Requirem

ents 
7 of 7

Exem
pt from

 Section-Specific 
and Total Page Lim

its
1296(E)

CO
N

FIDEN
TIAL



Section 2.6.14

Program Integrity

Humana sets up a table at the Makin’ Groceries event, July 23, 2021. Associates were on hand to share 
giveaways and answer questions about the available services. Humana sponsors the Makin’ Groceries 

Mobile Market, improving access to food and essential resources in rural communities across Acadiana.
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2.6.14 2.6.14 Program Integrity 
Humana Healthy Horizons in Louisiana has reviewed and confirms adherence to the requirements in 
Model Contract Section 2.20. 

Humana has developed a deep understanding and expertise in the investigation of fraud, waste, and 
abuse (FWA) by participating for over 30 years in publicly financed healthcare programs centered on 
innovative program integrity activities, resources, and strategies. We view FWA as a company-wide 
responsibility and staff more than 1,300 associates engaged in the prevention, detection, and mitigation 
of FWA, including: medical doctors, nurses, coders, data scientists, certified public accountants, and 
former agents of the Federal Bureau of Investigation (FBI) and U.S. Department of Health and Human 
Services (DHHS) Office of Inspector General (OIG). Recognized as a national leader in FWA, Humana is 
actively involved with multiple national anti-fraud organizations, including the Healthcare Fraud 
Prevention Partnership (HFPP), of which we are a founding member, and the National Health Care Anti-
Fraud Association (NHCAA), where Humana's Corporate Program Integrity Manager, David Posey, is the 
Co-Chair of the Medicaid Fraud Group. Humana's Corporate Special Investigations Unit (SIU) Director, 
David Popik, is a current board member and former NHCAA Chairman.  

2.6.14.1 Fraud, Waste, and Abuse Program 
Local Model: Humana has been an integral part of Louisiana 
healthcare since 1985. We currently manage care for more than 
450,000 Medicare, Duals, and prescription drug plan (PDP) and 
39,000 commercial enrollees in Louisiana, and currently have FWA associates in our Louisiana office 
supporting each line of business. Our goal is to be a true partner to the Louisiana Department of Health 
(LDH), the Louisiana Medicaid Fraud Control Unit (MFCU), the Attorney General's Office, and the DHHS 
OIG. We are active participants in the Louisiana State Police Insurance Fraud/Auto Theft meetings. 

Humana has built its FWA efforts on a local-national structure, with associates—whom we support with 
additional corporate resources—dedicated solely to issues that arise in Louisiana. In compliance with 
Model Contract Section 2.2.2.4.4.7, Humana Healthy Horizons in Louisiana's  

 
We 

have appointed a Louisiana-based  
, is a long-time Louisiana resident, and manages the plan's Program Integrity associates, including 

investigators (an additional one full-time investigator for every 50,000 enrollees).  will 
oversee FWA monitoring and enforcement to prevent and detect potential violations and areas of risk. 
We also have a dedicated a Regulatory Compliance Officer, who will be the primary point of contact for 
FWA issues and will ensure reports are submitted properly and promptly, as well as monitor any 
corrective action plans (CAPs). 

Continuous Monitoring and Oversight: Led by our Enterprise Risk Management (ERM) associates, 
Humana employs a structured oversight and monitoring operation program, including committees, 
based on the Three Lines of Defense model. The model structure applies to organizing oversight, risk 
management, and internal control roles and responsibilities. By applying the Three Lines of Defense (see 
Figure 2.6.14.1-1), we improve communication and coordination across all areas of risk using a layered 
support structure of monitoring, oversight, and accountability for both internal and subcontractor 
activities. The First Line of Defense includes functional area leaders who identify risk within their area of 
responsibility (e.g., reporting, performance compliance, FWA). Humana uses Enterprise Solution Point 
(ESP), a governance platform, to document data, research, and comments; track risk; and update 
remediation activities. Using the Second Line of Defense, Humana's Regulatory Compliance and Third-
Party Risk Management teams monitor risk and oversee the risk management process to ensure our 
framework is consistent across functions (e.g., provider complaints, grievances and appeals, and 
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program integrity). We use the ESP platform for reporting and tracking as well as issues of 
noncompliance through CAPs and Issue and Opportunity Plans. Humana's Internal Audit team applies 
the Third Line of Defense to provide unbiased assurance and independently assess risk. This team 
conducts independent testing of the design, implementation, and sustainability of the solutions chosen 
to manage risk, including independent verification of completing CAPs and Issue and Opportunity Plans. 

Figure 2.6.14.1-1: Humana uses the Three Lines of Defense model to manage risk. 
Addressing Model Contract Requirements on Fraud, Waste, and Abuse 
As a key component of our FWA Program, our Compliance Plan details our FWA policies and procedures 
(P&Ps) and incorporates our Anti-Fraud Plan (see Figure 2.6.14.1-2). Our Compliance Plan clearly 
delineates our expectations for our associates and subcontractors. Incorporating the DHHS OIG 
guidance, we structured our Compliance Plan to adhere to all relevant federal and State requirements, 
including the Model Contract and Louisiana regulatory requirements. Along with our Code of Conduct, 
our Compliance Plan incorporates the Model Contract, including Section 2.20, applicable Louisiana laws 
and regulations, La. R.S. 46:437.1-14, LAC 50:1, and requirements set forth in applicable federal and 
state anti-fraud laws, regulations and policies, Part 2, 42 C.F.R. Part 438 and Part 455, Part Subpart A, 
Subpart 5 and 42 U.S.C §1320a-7 1320c-5 and §1396a(a)(68), and specifically describes: 
• Written policies and procedures for investigating FWA as required by Model Contract Section

2.20.2.1
• Compliance Officers, Corporate Compliance Committee, and local leadership
• Mandatory training and education for all associates, providers, and subcontractors
Effective lines of communication, including a dedicated email address that we check daily for tips, a 
well-publicized Ethics Hotline to report violations, an Ethics Helpline for assistance and questions, and 
multiple ways to report suspected FWA anonymously and confidentially, as well as and ethics 
violations, including through our website, call centers, and ethics hotline  
• Well-publicized disciplinary standards and enforcement mechanisms, including termination
• Routine monitoring and auditing to prevent and detect FWA, including service patterns for

providers, subcontractors, and enrollees; random claims payment reviews; code and payment edits;
and announced and unannounced site visits and field audits of providers

• Prompt response to compliance issues as defined by our policies and procedures, including
investigations of suspected FWA, confidential reporting as described in Model Contract Section
2.20.1.11, and a strict non-retaliation policy
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Figure 2.6.14.1-2: Humana's FWA Program centers on prevention, detection, and mitigation. 

Along with clear guidance, training, and effective communication channels, our FWA program is based 
upon advanced analytics and data science capabilities (e.g., artificial intelligence, data robots, machine 
learning, etc.) that we use to identify opportunities and build processes that evolve as the risks we face 
evolve. Our FWA program is primarily operated internally by our well-trained, experienced associates 
who investigate claims payments for both pre- and post-pay. This process leverages proprietary 
algorithms and vendor relationships that supplement Humana's efforts. Our three primary areas of 
focus for program integrity activities include the prevention, detection, and correction of FWA. Within 
each focus area, our Claims Cost Management (CCM) team identifies priorities by provider type and the 
topical area of risk. We identify and develop innovative strategies, update existing protocol, leverage 
data analytics and algorithms, and identify collaborative efforts. Our CCM department is fully dedicated 
to FWA and contains shared services teams with cross-functional responsibilities and sub-units with 
their own niche areas of expertise. CCM has more than 1,300 associates and invests approximately 
$120 million annually with vendors (e.g., code edits support, risk evaluation, monitoring targeted 
pilots, etc.) to identify new FWA opportunities. Our SIU is a sub-unit of CCM and focuses on fraud 
investigations while our Provider Payment Integrity (PPI) and Coordination of Benefits (COB) teams 
focus on waste and abuse. Special Investigations Unit: Staffed with more than 130 associates across the 
country, including in Louisiana, SIU is a sub-unit of CCM and is 
responsible for fraud investigations. SIU receives referrals from 
multiple sources. Our Triage team reviews all referrals to ensure 
only the cases with the highest potential of fraud are assigned to 
our investigators. The SIU’s investigation protocol includes on-site 
reviews, claims data analysis, medical records and expert reviews, provider/provider staff interviews, 
law enforcement collaboration, enrollee interviews, and information sharing with appropriate entities. 
In accordance with the MCO Manual, SIU will complete all investigations within 300 calendar days 
unless LDH requests an extension. Per Model Contract Section 2.20.1.11.4, once SIU makes a referral to 
LDH, we will not contact the subject of the referral until LDH grants permission. 

Provider Payment Integrity: Our PPI (a sub-unit of CCM) approach for pre- and post-payment reviews is 
to move as many post-payment reviews to prepayment edits. Total Humana Overpayments Resolution 
(THOR), the tool used by our PPI team, enables us to aggregate and analyze medical record data, claims 
information, and internal and external data sources and intelligence to reimburse healthcare providers 
correctly the first time. THOR is complimented by real-time access to medical records and natural 
language processing capabilities. This results in a drastic reduction of provider abrasion, including a 
decrease of 1.25 million in provider letters annually and approximately $50 million in additional annual 
medical cost savings from avoiding recoupment collectability issues, audit time frame limitations, and 
additional medical record requests. Our CCM Organizational Chart appears in Figure 2.6.14.1-3. 
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Figure 2.6.14.1-3: Our CCM team shares responsibilities based on expertise.  
Additional Key Elements of our FWA Program 
Automated Processes and Edits: Our Claims team has built more than 1,000 code edits into our Claims 
Adjudication System (CAS) to prevent improper payments. Our Claims team regularly analyzes Interest 
Reports (on unpaid claims) and drill-down reports, by reason and code category, to identify high-risk 
claims. For our Medicaid line of business, code edits resulted in more than $890 million in 2019 and 
more than $790,000,000 in 2020. 

Prepayment and Postpayment Reviews: PPI associates review 
claims on a routine basis. These reviews focus on provider billing 
and coding errors, COB issues, retrospective claims reviews, and 
identification of contracting errors through desk audits and on-site 
reviews. PPI completes medical record reviews that focus on billing 
and coding errors, medical necessity reviews, services not rendered, 
level of care validation, preventable readmission, and clinical 
diagnosis validation. PPI also leverages its investigative and 
reporting capabilities to respond to new types of high-risk claims or 
areas as Humana’s business model evolves. For example, PPI has 
adjusted its capabilities to address our value-based providers and payment arrangements. PPI also 
conducts Value-Shared Payment Integrity Reviews that focus on arrangements where Humana manages 
contested paid claims from primary care provider (PCP) groups with risk-sharing arrangements. In these 
instances, overpayment of claims or applying claims to the wrong risk fund could impact the PCP groups’ 
surplus payment. In addition to these reviews and audits, PPI routinely conducts prepayment reviews. 
Examples of PPI’s most common areas of prepayment reviews are: provider billing and coding errors 
(e.g., excessive charges or selection of wrong codes, which may result in a higher than appropriate 
payment) and Diagnosis Related Group (DRG) upcoding, lack of documentation to support the services 
or days billed; services not rendered (e.g., duplicative charges); clinical diagnosis validation (e.g., lack of 
objective clinical information in the medical record to support the condition for which services were 
billed); and level of care validation and preventable readmission. In 2020, our PPI’s reviews resulted in 
Medicaid savings of $26.7 million through our code edits and $53.7 million through our prepay 
reviews. Our PPI’s savings from prepay reviews in 2020 across all lines of business totaled $1.85 
billion. 

Postpayment Claim Reviews and Audit Projects: We continuously assess paid claims postpayment to 
identify over- and under-payments for network and out-of-network providers through desk audits and 
on-site reviews. Retroactive review may occur after receiving a provider inquiry or additional 
information from our partners or through automated processes generated when Humana receives 
updated enrollment and eligibility files. During these reviews, associates examine whether the bill 
complies with the provider’s contract. Our postpay reviews confirm that enrollees received appropriate 
and cost-effective services and supplies. Other examples include COB, duplication of billed claims, billing 
and coding errors (experimental or investigational services billed), payment for services that fail to meet 
professionally recognized standards, retrospective claims reviews (a claim paid in duplicate or error), 
and items not separately payable or included in another charge (reusable items). 
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Fraud Response Team: The Fraud Response team comprises senior investigators with highly specialized 
skill sets, such as experience working at State MFCU, the OIG, and the FBI. The team coordinates weekly 
with internal and external partners to collaborate and investigate new and trending schemes impacting 
Medicaid. Their staff works closely with the Fraud Research Analytics and Concepts (FRAC) team to 
identify and data mine elements to address new and emerging FWA. Their pre- and post-payment 
activities have resulted in changes to prepayment edits and reviews. This proactive process enables our 
team to examine medical records to determine medical necessity in genetic testing, mail order 
pharmacies (e.g., compounds for foot creams), and durable medical equipment (DME) (e.g., back 
braces). These processes have led to successful referrals to our law enforcement partners using our Fast 
Track Referral process, implementing additional process controls, and reducing inappropriate payments. 

Our Corporate Compliance Plan outlines our extensive training program aimed at educating our 
associates, providers, and subcontractors about FWA and prevention, ensuring that FWA remains a 
company-wide responsibility as evidenced by our Three Lines of Defense. 

2.6.14.1.1 Training Programs for Employees, Subcontractors, and Providers 
Associate Training: Before we extend an offer of employment, we carefully screen prospective 
associates for eligibility (and continue to screen monthly thereafter) to participate in a federal or state 
healthcare benefit program in accordance with Model Contract Section 2.20.3. Upon hire, we require all 
Louisiana associates complete and attest to comprehensive training about the Louisiana Medicaid 
program and Model Contract requirements. We also require mandatory Ethics & Compliance training 
within first 30 days of employment and annually thereafter that includes FWA topics. This requirement 
applies to all Humana associates, including the CEO, all senior leaders, and the Board of Directors. The 
Corporate Learning Center tracks completion of the training and automatically suspends access to 
Humana systems for anyone who fails to complete the training. Our associate intranet enables easy 
access to our Ethics and Compliance training, which associates and contractors can use as a resource. 
Content includes:  
• Our comprehensive Code of Conduct and a description of our Compliance and Anti-Fraud Plans
• A description of privacy and FWA laws and requirements (Model Contract Section 2.20.2.2.4)
• Information on how associates can report suspected cases of FWA
• Whistleblower protections for anyone who reports FWA

We have additional specialized training for CCM/SIU associates. For example, our SIU has extensive 
two-phase training designed to specifically address SIU’s functions, processes, and applicable 
requirements, and SIU associates are required to complete 20 hours of specialized training annually. 
Supplemental training by SIU is also available upon departmental request. Along with our structured 
annual training, we use several methods to provide information and training throughout the year. For 
example, we update our intranet home page daily to include topics related to FWA and compliance. 
Associates also receive emails highlighting specific topics and updates. 

Subcontractor Training: We apply the same requirements to our subcontractors, and many require 
additional training for their employees. The first step we take to establish a relationship is to carefully 
screen subcontractors and ensure they have not been suspended, excluded, or debarred from 
participation in a federal or Louisiana program. We repeat these checks monthly to uncover any 
changes to a subcontractor’s eligibility. Next, subcontractors must complete the required training within 
30 days and annually thereafter, or we terminate their access to Humana’s systems. Many 
subcontractors also complete specialized training related to their specific functions and are often 
subject to additional internal training topics in alignment with our Humana associates. Subcontractors 
also receive supplemental training by our SIU/CCM upon request. 
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Provider Training: As with associates and subcontractors, our first step in FWA prevention is to screen 
providers for eligibility to participate in federal and state health care benefit programs, which we repeat 
monthly thereafter. We conduct training for those screened providers on FWA in three phases: an initial 
mandatory training during our provider orientation, annual refresher training, and ongoing training in 
coordination with our Provider Relations team. The initial training is required within 30 days of inclusion 
in our provider network and includes comprehensive training on our Code of Conduct, our Compliance 
and Anti-Fraud plans, FWA, laws and regulations, reporting requirements, whistleblower protections, 
and specific Louisiana Medicaid requirements. We also include information about FWA and how to 
report it in our provider handbook, through our provider portal, and in our provider training manual. 
Along with mandatory annual refresher FWA training that Humana or the provider’s office conducts, our 
CCM or Provider Relations associates conduct additional training when:  
• There are changes in Medicaid, FWA, or Humana policies, procedures, or requirements
• Data analytics identify a trend/opportunity for correction across all providers or a subset of providers

(e.g., BH providers, laboratories, etc.)
• The Provider Resolution associates identify a trend or opportunity for correction
      

2.14.1.2 Engaging Enrollees in Preventing FWA
Humana has an ongoing, comprehensive, enterprise-wide Member Awareness Campaign aimed at
educating enrollees about all types of fraud, including FWA, identify theft, and financial scams. We have
an extensive public website that describes common FWA schemes, as well as other types of fraud
typically aimed at enrollees such a COVID-19 schemes and other topic-specific engagement (e.g., lab
tests, foot baths, DME, etc.) to educate enrollees on how to protect themselves and identify FWA. We
inform enrollees about resources through our member materials, including our Smart Summaries, which
are similar to explanation of benefits (EOBs) for Medicaid enrollees, and via our enrollee handbook.

In addition, we engage enrollees to prevent FWA by specifically incorporating them into our Anti-Fraud 
Plan and targeting education through various channels. Along with our Enrollee Handbook’s information 
about FWA prevention and reporting, our website prominently features information about FWA and 
how to contact Humana to report a suspected violation. In accordance with Model Contract Section 
2.18.11, our SIU specialists use our data warehouse to randomly select enrollees who receive Smart 
Summaries verifying the service and ensuring the sample is stratified so all provider and claim types are 
represented in accordance with Model Contract Section 2.18.11.2. We include directions on how they 
can contact Humana to report discrepancies, and Enrollee Services Representatives contact the enrollee 
to confirm they received the letter, verify the service, and report discrepancies within three business 
days.  

For enrollees who want to contact us for information, provide a tip, or report a suspected violation, we 
have a dedicated email address checked daily dedicated toll-free hotline. Our Enrollee Services 
Representatives will also take these calls, and our interactive voice response is configured to support 
enrollee tips. This information is available in our Enrollee Handbook and on our website. 
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2.6.14.1.3 Data Analytic Algorithms for FWA Prevention and Detection 
Our FWA prevention and detection techniques leverage sophisticated statistical analysis to detect 
anomalies and outliers. The FRAC team runs daily algorithms that flag more than 12,000 data files and 
utilizes more than 300 dashboards to identify questionable or suspicious claims for further review to 
prevent erroneous transactions and inappropriate payment. As FWA continues to evolve, our team 
modifies our efforts while adopting innovations, shown in Table 2.6.14.1., including Machine Learning 
and artificial intelligence (AI) and Natural Language Processing (NLP), which increases efficiency in FWA 
identification processes. 

Table 2.6.14.1.: Data Analytic Algorithms for FWA Prevention and Detection 
Algorithm Description 
Data Analytics and 
Predictive 
Modeling 

FRAC and Overpayment Solutions and Opportunities (OSO) use state-of-the-art software 
applications such as Power business intelligence (BI) and Tableau dashboards to construct 
analytical, statistical, and predictive models that identify and detect FWA. Our methodologies 
include outlier and link analysis, rules-based anomaly detection, trend analysis, and statistical 
analysis. We focus these models on specialty or service types we consider high-risk as defined by 
our risk framework and cross-collaboration with compliance and risk teams. FRAC selects data 
based upon detailed investigation and research into potential fraud schemes and analysis to 
identify data markers that potentially indicate FWA. CCM's top audits primarily focus on billing and 
coding errors, COB issues, contracting updates and issues, drug utilization, and validation. 

Value-Based 
Payment 
Monitoring 

The Risk Adjustment Integrity Unit (RAIU) is responsible for investigating instances of FWA in 
Humana's provider network that impact risk adjustment submissions. RAIU does data analysis of 
provider behavior to identify outliers indicating potential fraud (e.g., analysis by condition or 
diagnosis compared to diagnostic tests, pharmacy usage, or DME). RAIU also conducts focused risk 
adjustment investigations and fraud detection analysis for value-based providers. Expertise in this 
area is essential to ensuring proper review of paid claims and subsequent risk-sharing payments. 

Machine Learning 
and Artificial 
Intelligence (AI) 

Machine learning and AI technology enable CCM to identify FWA sooner in the process. For 
example, DataRobot helps identify the best model for a use case and streamlines model 
implementation. Clinical Language for Inventory Prediction Prioritization reduces manual work and 
reprioritizes medical records to review impactful records sooner in the process. 

Natural Language 
Processing (NLP) 

A form of AI, NLP enables our system to read and analyze large amounts of data in medical records 
(e.g., phone calls, provider notes, charts) and interpret it in a structured manner. NLP integration 
drastically reduces the time per review by identifying records most likely to have overpayment 
opportunity and summarizes the information, pointing the reviewer to the specific pages where 
desired information is located to confirm overpayments. Humana invests nearly $3 million 
annually in NLP capabilities, with nearly 90 areas using or developing NLP capabilities. 

Prepayment Claim 
Edits 

Prior to payment, our CAS finds claims with inconsistent data such as type code, group number, or 
contracted provider number, and flags the claim as requiring manual processing. 

Provider Profiling FRAC has built proprietary models to analyze provider behavior and identify outliers. FRAC’s 
analysis uses variables such as specialty, geography, claims history, and other groupings. FRAC can 
stratify providers’ FWA risk levels and identify those in the high-risk category. 

Cyber Threats Because fraud increasingly includes a cyber component, our algorithms focus on cyber threats, 
including ransom attacks. A multidisciplinary team completes a threat assessment every other day 
and circulates our Cyber Threat Assessment Report that indicates the level of risk detected (i.e., 
red, yellow, green). Cyber Hunting Analytics Response Team (CHART) conducts vector assessments 
of incursions and builds threat profiles and day-to-day threat assessments. FRAC and CHART 
identify high-risk outliers for each of their teams to build into their algorithms that include 
protected or confidential Information, including anything that impacts enrollee protected health 
information, provider information, or provider intellectual property, foreign involvement or 
ownership in provider organizations, and header data (i.e., certain indicators in the headers of 
software data that indicate fraud). 

Pharmacy FRAC’s dedicated pharmacy associates proactively detect pharmacy related FWA through a suite of 
proprietary tools and algorithms to identify inappropriate medication usage, including detection of 
potential risk areas such as overutilization or suspicious prescribing patterns. For example, we use 
opioid predictive modeling with machine learning to identify high-risk members with precise 
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Algorithm Description 
measurement. Our Drug Utilization Review (DUR) program assesses both drug use in individual 
enrollees and prescribing and dispensing patterns among providers and pharmacies. The DUR 
process, which is both prospective and retrospective, reviews claims and other electronic data to 
identify over- and under-utilization, contraindications, therapeutic duplication, and misuse of 
controlled substances. 

Electronic Visit 
Verification 

SIU uses Electronic Visit Verification (EVV) to verify services such as home visits, along with the 
services provided during those visits, to safeguard against inappropriate billing and FWA. 

2.6.14.1.4 Methods to Identify High Risk Claims 
Our approach to identifying high-risk claims continues to evolve as the nature of FWA changes. Along 
with the numerous algorithms and processes previously described, advanced analytics form the 
foundation of our identification of high-risk claims. Our expert Fraud Response team’s mission is to 
proactively identify new and emerging areas of risk using data and analytics. The Fraud Response team 
coordinates on a weekly basis with both internal and external partners to collaborate and efficiently 
investigate new and trending schemes impacting all lines of business, including Medicaid. Specifically, 
the team works closely with the FRAC team to identify and mine data elements to create new processes 
to address new and emerging areas of risk. 

FRAC also plays a critical role by identifying unusual billing patterns, fraud schemes, and complex 
connections, as well as global scaling of known schemes to identify fraudulent behavior. CCM and its 
sub-units, including PPI and SIU, also use information such as fraud alerts, CMS and OIG communications 
and reports, state requests or identification, and information about patterns and trends to identify areas 
of risk that they then incorporate into our data algorithms, reviews, and audits. We have also identified 
specific geographic areas or regions within a state as high risk based on patterns and trends in cases or 
claims. If an area is identified, CCM associates will flag providers in those geographic areas for additional 
review. Our Claims team works in tandem with CCM and its sub-units using our automated processes 
and edits, reviews, and audits to identify high-risk claims. 

Dedicated Teams for Specialized Functions: Our experience with specific risks associated with particular 
Medicaid services or types of providers led us to develop dedicated teams who follow targeted 
procedures for monitoring providers and subcontractors. For example, we have specialized focus in 
areas such as behavioral health (BH), pharmacy services, and transportation. The Pharmacy Fraud, 
Waste, and Abuse & Prevention team monitors and audits the pharmacy network to prevent FWA and 
refers cases of suspected fraud to SIU for investigation. Across Humana, we conduct a minimum of 
5,000 pharmacy desktop audits annually. We also have specialized teams that focus on COVID-19-
related schemes and a Genetics Team that includes more than 10 genetics counselors, nurses, coders, 
and data analysts to identify new schemes in this high risk area (e.g., medically unnecessary testing, 
testing not ordered by a provider). In 2019, our genetics-related work resulted in more than $41 million 
in savings. 

Defining High-Risk Claims 
Our definition of high-risk claims changes as the types of risk and fraud schemes evolve. At its core, our 
definition of a high-risk claim is a claim that does not follow an expected pattern. Our algorithms are 
designed to identify claims that have the most probability of error and/or to identify an outlier. We have 
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As a result of the Fraud Response Team's work, Humana utilizes a new proactive process (Nonparticipating Provider 
Verification Process) to identify new nonparticipating providers believed to be phantom. For example, this team 
identifies out-of-network providers who were out of state, with addresses outside the U.S., who use the same P.O. 
Box for multiple businesses or are located in a storefront (e.g., a UPS retail store) that is at higher risk. In Louisiana, 
this process identified several nonparticipating, out-of-state providers that attempted to bill for DME (i.e., back, 
wrist, and arm braces) that our SIU determined were suspicious. Following triage and investigation, our SIU 
referred several cases to the State and placed the providers involved on our internal watch list. 
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built processes and procedures to detect changing or emerging areas of fraud and keep apprised of the 
definitions used by CMS, OIG, LDH, Office of Attorney General, MFCU, the National Health Care Anti-
Fraud Association, and other industry leaders. Our Three Lines of Defense model establishes a multilayer 
oversight structure of continuous monitoring. 

2.6.14.1.5 Experience with Provider Recovery Collections  
Humana’s provider recovery collection approach aims to strike the appropriate balance between 
minimizing provider abrasion with the recovery process while being good stewards of State Medicaid 
funds. We work to reduce friction with providers through THOR, our initiative aimed to reduce the need 
for postpayment recoveries by moving postpayment rules to prepayment edits when possible. Our 
Provider Relations Representatives and our Provider Engagement team collaborate with providers to 
identify trends and opportunities to reduce the need for recoveries. 

PPI routinely assesses paid claims postpayment to identify overpayments on all paid claims when our 
algorithms indicate a high error rate or outlier. Retroactive review may occur after receiving a provider 
inquiry, additional information from our partners, or through automated processes generated when 
Humana receives updated enrollment and eligibility files. PPI runs monthly queries on all paid claims to 
identify claims that are likely to be overpaid and to capture any retroactive changes to enrollment or 
provider contract changes and reviews claims for appropriate payment. PPI tracks recoveries through 
our Financial Recovery System. In accordance with Model Contract Section 2.18.13, we contact the 
provider in writing, notifying the provider of the details of the claim and how a provider may submit a 
response. We also notify providers of how to access our Claims Dispute system, including access to 
independent review/binding arbitration. In compliance with Model Contract Section 2.20.2.2.15 and the 
MCO Manual, we will notify LDH of all overpayments using the reporting template and subsequently 
adjust encounters. In accordance with Model Contract Section 2.18.13.9, our process prevents recovery 
from an automated review for a claim for which an automated denial was reversed. In our experience, 
an average of 3% of Medicaid claims result in overpayments with an average of nearly $60 million 
Medicaid postpayment collections annually. 

With over 17 years of Medicaid managed care experience, Humana's associates have deep knowledge in 
identifying and managing potential third-party liability (TPL) and COB to ensure the state Medicaid 
program is the payer of last resort. Humana's TPL program builds on our extensive knowledge and 
experience determining the liability of third parties such as Medicare, liability insurance carriers, and 
workers' compensation for services rendered to enrollees. In accordance with our TPL program, we 
cooperate extensively with our state partners and their cost-recovery efforts in our existing Medicaid 
managed care contracts. The Subrogation and COB teams are sub-units of CCM and administer our TPL 
program. Our approach to subrogation couples a highly competent internal staff with the specific 
expertise of outside vendors to maximize our opportunities for identification. In accordance with Model 
Contract Section 4.14, we will not perform TPL for providers with claims over ten months, except in 
cases of Medicare, TRICARE, or Civilian Health and Medical Program of the Uniformed Services 
(CHAMPUS) and will obtain LDH's approval for accident settlements over $25,000.  

2.6.14.2 Humana’s Detailed Description to Produce Required Reports 
Humana has produced regulatory reports for publicly financed health care programs such as Medicare 
and Medicaid for more than three decades. As these reporting obligations evolve, we modify our 
systems accordingly. For example, as reporting requirements became more detailed and we added 
additional programs and markets, CCM created a new team, the Compliance Team, to ensure we fulfill 
these obligations appropriately. CCM’s Compliance Team works in conjunction with our SIU and PPI to 
complete reporting requests. Once the reports are complete, the Program Integrity Officer and Contract 
Compliance Officer collaborate with the CCM Compliance team to complete quality assurance reviews of 
the reports to check for accuracy and quality of the information included. 
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Currently, the CCM Compliance Team produces similar reports for several other state Medicaid agencies 
as well as numerous other reporting agencies, including CMS. In addition to these compliance reports, 
multiple states require reports regarding whether tips are substantiated. In accordance with Model 
Contract 2.20.1.11, our SIU will report all confirmed and suspected provider fraud and abuse to LDH and 
MFCU. The CCM Compliance team uses a tracking system that displays all reports and deliverables with 
due dates and assigned owners and includes a process for back-up coverage for associate absences to 
ensure we complete reports and referrals on time and accurately. Specifically, the CCM Compliance 
team submitted 238 FWA-related Medicaid reports including monthly, quarterly, and annual reports, 
to government agencies in 2020. The team submitted 100% of these reports on time. 

Innovations for Reporting Data Related to Program Integrity 
Humana has long taken a leadership role in partnering with our state partners to adjust existing reports 
and develop new reports to account for new types and sources of available data, to identify changes in 
FWA threats, and to improve the usefulness of the reports for the state. This ensures our understanding 
of the data sought as well as ensure open lines of communication for process improvements. 
Specifically, we collaborate extensively with LDH as they reviewed their reporting requirements and 
identified areas for improvement. Table 2.6.14.2 shows suggestions for LDH to consider. 

Table 2.6.14.2: Innovations for Reporting Data Related to Program Integrity 
Innovation Description 
Cybersecurity 
Workgroup 

Recent events have demonstrated that cybersecurity is a critical element of program integrity and 
Humana has taken a leadership role in this area. Cyber incursions can have devastating 
consequences and working quickly and across programs and business areas is essential to 
prevention, detection, and mitigation. Our ERM and CCM—including SIU, cybersecurity, and 
information technology teams—collaborate extensively with data information sharing and 
reporting with support from national experts such as Mitre and national organizations such as 
HFPP and NHCAA to leverage participants’ experience. Given the strengths of this model, we will 
lead a workgroup and collaborate with data representatives from other MCOs and help LDH 
understand what data all MCOs receive, the controls used, and how LDH can use it best to benefit 
them and the other MCOs' experiences.  

Prevented Loss 
Report 

Receiving a report about prevented loss would provide LDH a more complete picture of MCOs’ 
program integrity efforts. NHCAA's national standards on prevented loss, which are similar to 
Humana’s current process, can be used to forecast 12-month savings. The forecasting process 
allows for analysis of the impact of events that may have changed behavior (e.g., education 
campaign, analytics and algorithms, termination, etc.) and should be replicated.  

Nonparticipating 
Provider Report 

Our experience has taught us that claims from nonparticipating providers may create a higher level 
of risk, particularly as they have not been credentialed by Humana or LDH. Our process requires 
that nonparticipating provider claims are pended as we do a background check to ensure the 
integrity of the provider and claim. We recommend MCOs report this information to LDH for its 
own use and so it can be shared across MCOs to prevent further provider activity.  

Prepayment Time 
Frame Report 

Monitoring the time frame it takes for MCOs to complete prepayment reviews and make referrals 
to the LDH upon completion (if applicable) may result in increased savings for LDH. Feedback from 
our state partners in other markets has been that the quality of our referrals is high as compared 
to our competitors due to the level of detailed information. Benchmarking and determining an 
appropriate time frame, coupled with LDH's Referral Form, could result in increased savings to LDH 
by avoiding inappropriate costs.  
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2.6.15 2.6.15 Physical and Specialized Behavioral Health Integration Requirements 
Humana Healthy Horizons in Louisiana confirms adherence to the physical and specialized behavioral 
health (BH) integration requirements in the Model Contract. Our person-centered Empowered Care 
Plus (Empowered Care+) care model addresses enrollees' physical health, specialized BH, medication 
needs, and social determinants of health (SDOH) needs. This model aligns with the principles of 
integration defined by the Louisiana Department of Health (LDH) and the Office of Behavioral Health 
(OBH) to support enrollees recovering from mental illness/addiction and address whole-person health.  

2.6.15.1 Humana Healthy Horizon’s Fully Integrated Care Model 
Our fully integrated Empowered Care+ care model guides the enrollee on their recovery journey by 
placing them at the center of the decision-making process as their Case Manager and interdisciplinary 
care team (ICT) help them navigate physical, BH, and SDOH services. Our Medicare partnership with the 
Baton Rouge Clinic exemplifies the success of this model, which co-locates BH specialists from the 
Capital Area Human Services District (CAHSD) at the clinic with primary care providers (PCPs) to provide 
fully integrated care powered by Humana's incentives and supported by SDOH referrals and data-driven 
enrollee insights to produce better outcomes and whole-person care. This program resulted in a 60% 
decrease of inpatient utilization, 25% decrease in emergency department (ED) utilization, and 17% 
decrease in outpatient utilization. Humana's Healthy Horizons in Louisiana’s Care Management team, 
led by  

. 

Empowered Care+ Care Model: We traveled across 
Louisiana to learn firsthand about the major issues 
facing the Human Service Districts/Authorities 
(HSD/HSAs), federally qualified health centers 
(FQHCs), rural health clinics (RHCs), and community 
mental health centers (CMHCs). We heard consistent 
stories—the need for increased BH access and 
coordinated care; support to address trauma, 
housing, and food insecurity; and a consistent 
approach for the justice-involved and school-aged 
children. Living in the parishes they serve, our 
Comprehensive Care Management (CCM) team 
members are on the front lines addressing these 
issues and making Empowered Care+ a reality. As 
depicted in Figure 2.6.15.1-1, by partnering with the 
enrollees, families and caregivers, local providers, 
and community-based organizations (CBOs), we 
build a community-based approach to integrated 
care to support whole-person needs and goals. 

Case Managers maintain the individualized Plan of Care with our Integration Plus Population Health 
(Integration+) platform and facilitate ICT meetings between the internal CCM team members chosen 
based on the enrollee's needs (e.g., Housing Coordinators, Community Health Workers, BH Liaisons) and 
the external providers and CBOs. Our Provider Services team guides providers along the integration 
continuum driven by our Valued Care Plus (Valued Care+) value-based purchasing (VBP) model that 
incentivizes coordinated referrals, co-located physical and BH services, and fully integrated facilities. 
Through practice transformation, we engage providers in readiness assessments, ongoing education and 
coaching, and advanced data sharing capabilities. We monitor the success of integrated care for 

Figure 2.6.15.1-1: Our Empowered Care+ Model 
addresses our whole-person approach to our 

enrollee’s integrated needs. 
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enrollees and providers and adjust as we identify gaps and improvement opportunities.        
Increasing Access to Care: Through our dedicated Medicaid recruitment model in Louisiana, we have 
invested heavily in specialized BH service providers and innovative partnerships to drive Empowered 
Care+ with evidence-based programs and supports. This includes the Volunteers of America (VOA) and 
their Family-Focused Recovery program for mothers experiencing substance use disorder (SUD), the 
National Alliance on Mental Illness (NAMI) to offer enrollees direct support through our national 
partnership and local chapters, and the Bridge Center for Hope, whose Living Room model provides 
those in crisis with a compassionate, peer-supported, "no-wrong door" approach to immediate help. 
Our network includes psychiatric hospitals, mental health rehabilitation agencies, SUD residential 
treatment facilities, and assertive community treatment (ACT) providers. To help the formerly 
incarcerated, we partner with VOA, The First 72+, and other local partners to connect them with halfway 
houses and coordinate rapid housing. Recognizing the mental health crisis for children, we also partner 
with treatment programs that use Multi-Systemic Therapy, Functional Family Therapy, Homebuilders® 
Evidence-Based Program, and Applied Behavioral Analysis providers, reflected in Figure 2.6.15.1-2.   

Figure 2.6.15.1-2: Increasing access to specialized BH and addiction treatment services. 
Comprehensive Enrollee Experience: We incorporate our human care company culture into all we do. 
As a local team living and working in the parishes we serve, this means helping our neighbors knowing 
they may be experiencing food insecurity, trauma from adverse childhood experiences (ACEs) or the 
COVID-19 pandemic, and co-existing physical and BH conditions. Trained in trauma-informed care 
practices and health equity, our Case Managers who are experts in integrating physical and behavioral 
health serve as enrollees’ single point of contact for navigating their integrated care experience. 
Leveraging motivational interviewing, we empower the enrollee by listening to their needs, identifying 
and establishing personal and health goals, and asking their permission when determining members of 
their ICT. Case Managers lead the ICT and prioritizes the Plan of Care specific, measurable, assignable 
actionable, realistic, and time oriented (SMART) goals, which outline the objectives that need to be 
accomplished and the associated timeline. Our Integration+ platform captures assessment answers, 
SDOH needs, and informs ongoing development of the Plan of Care.  

Coordinated, Co-Located, or Integrated Provider Models: Empowered Care+ makes the process of 
coordinating integrated care appointments simple by adjudicating same-day claims for payments for 
multiple providers and removing logistical barriers from our PCPs and specialized BH providers to 
deliver those integrated care services as a team. We begin by training providers on the web-based 
Compass platform to make closed-loop referrals to local BH providers and CBOs. We help providers scale 
along the integration continuum from making referrals to delivering co-located or fully integrated 
services through Value Care+ incentive models, funding from our Practice Transformation Fund, and 
curated practice transformation education and one-on-one coaching. 

Telehealth Expansion: In 2020, Humana's integrated Medicaid programs experienced more than 
210,000 telehealth visits for physical and BH conditions. We connect enrollees to existing telehealth 
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· 40 inpatient free standing psychiatric hospitals 
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facilities (e.g., Acadiana CARES, Acadiana 
Addiction Center, and Odyssey House) 

· 16 assertive community treatment providers 
(e.g., Mera key and Family Preservation Services) 

~ Child/adolescent population: 

For our child/adolescent population, we are partnering 
with community-based treatment programs such as: 
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· Life Changing Solutions that use Multi-Systemic Therapy, Functional 
Family Therapy (FFT), and Homebuilders® Evidence-Based Programs 
in all 10 regions 

· Therapeutic group homes (e.g., House of Judah, Carter House for Youth) 
· Pediatric psychiatric residential treatment facilities (PRTF) 

(e.g., Bogalusa Restoration Center) 
· Applied behavioral analysis providers 
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. These capabilities enable same-day 

appointments and facilitate bidirectional access between PCPs and BH providers requiring assistance. 
PCPs and OB/GYNs have access to psychiatric consultations, and we assist practices with purchasing 

 
  

Creating a Culture of Wellness: Table 2.6.15.1 describes many of the SDOH needs our Empowered 
Care+ model supports to create a culture of wellness as a primary component of integrated care.  

Table 2.6.15.1: Creating a Culture of Wellness 
SDOH Support for Healthy Louisiana 
Gambling Addiction 
Support 

Identification, coordination, and referral to Louisiana's Problem Gambling Helpline and the Center 
for Recovery (CORE) in Shreveport for enrollees in need of addiction support 

Reducing Stigma of 
SUD 

Accessing NAMI education resources and connecting enrollees with trusted partners such as 
Oceans Healthcare and Groups Recover Together for access to treatment and counseling 

Suicide Prevention Addressing stigma and coordinating support with the Louisiana Youth Suicide Prevention S.T.A.R. 
Plan, the Fisher Project, and the national Zero Suicide model in use by the HSD/HSAs 

Food Insecurity Support to provide enrollees with access to healthy, nutritious foods through value-added 
benefits (VABs) and local programs such as the Second Harvest Food Bank mobile pantry 

Housing First 
Strategy 

Humana's national homelessness model includes a medical respite care VAB, free civil legal aid to 
prevent eviction through local partners, and long-term support through partnering with Odyssey 
House, Start Corp., and Louisiana Balance of State Continuum of Care. 

Key Team Members Office of Behavioral Health-certified Peer Support Specialists, CHWs, Housing Coordinators, and 
others offer support and connect enrollees to local CBO services to address their SDOH 

Experience with Care Models That Support Enrollees' Whole-Person Needs 
Serving Louisiana residents since 1985, Humana is deeply familiar 
with and passionate about supporting the most vulnerable in local 
parishes. We bring experience with care management and delivery 
models to support the whole-person needs of our enrollees through 
our Empowered Care+ model, which will continue to evolve with 
input from LDH and our other Medicaid health plans. Humana 
currently manages Medicaid benefits for nearly 900,000 Medicaid 
enrollees in Florida, Kentucky, Wisconsin, South Carolina, and Illinois, 
and serves more than 450,000 enrollees in our Medicare, 
Commercial, and TRICARE health plans across all 64 Louisiana parishes.  

 
 

 
 

 
 
 

 
 

Strategy for Training and Educating Employees and BH Providers to Deliver and Manage Services 
Our comprehensive strategy for training and educating employees and BH providers to deliver and 
manage services complies with all federal mental health parity requirements: 
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Training and Education for Employees: We train all enrollee-
facing associates on integrated care during orientation and 
ongoing training and education, including health inequity, 
cultural competency, and reducing mental health stigma. 
Training curriculum includes motivational interviewing 
techniques, local Louisiana issues such as PTSD associated 
with natural disasters and COVID-19, Mental Health First Aid (MHFA) Training developed by the National 
Council for BH, and trauma-informed care training developed by the Bounce Coalition. Our CCM team, 
including Case Managers, learn best practices for integrated care, including screenings, health 
assessments, coordinating the referral process, and using the Integration+ platform to maintain 
enrollees’ Plan of Care. Case Manager training includes LDH's required curriculum, such as processes for 
working with the Coordinated System of Care (CSoC), the Office of Juvenile Justice, the Department of 
Child and Family Services, and the Office of Aging and Adult Services. Housing Coordinators learn about 
Permanent Supportive Housing (PSU) and how to help enrollees with applications, and Transition 
Coordinators and PASRR Level II Evaluators are trained on the United States Department of Justice (DOJ) 
Target Population and Diversion Plan. We train our Provider Services team on Substance Abuse and 
Mental Health Services Administration-Health Resources and Services Administration's (SAMHSA-
HRSA's) levels of integration, practice readiness, and providing one-on-one coaching support. 

Training and Education for BH Providers: We will use the Integrated Practice Assessment Tool (IPAT) 
results and ongoing provider feedback to continuously add relevant integration training and education 
topics to our curriculum. Provider Relations staff work with BH providers to develop a curated education 
program that fits their needs and is available at their own pace in-person, virtual, or recorded web-
based, with many courses eligible for continuing education credit. Training addresses administrative and 
clinical aspects of integrated care, such as billing and claims, making referrals to a PCP, and meeting 
quality measures. MHFA training provided by NAMI includes TIC education to address PTSD conditions, 
and BH providers can select from more than 300 eLearning Library courses and more than 100 topics on 
integrated care, including Integrating Primary Care and BH; Integrated Treatment Planning; Serious 
Mental Illness (SMI) and Respiratory Disease; and Addressing Obesity in Individuals with Mental Illness.  

2.6.15.2.1 Enhancing Detection and Treatment of Behavioral Health Disorders 
We assist providers with enhancing detection and treatment of BH disorders (including risk of opioid 
dependence) in primary care settings to screen, refer, and coordinate treatment. Our Provider Toolkit 
includes screening tools and health assessments to identify BH disorders using the GAD-7, AUDIT, PHQ-
9, Mini-Mental State Exam (MMSE), VAMC SLUMS, and ADHD Vanderbilt Screening tools. Recognizing a 
drastic increase in overdose deaths in parishes such as Lafayette and East Baton Rouge, we assist PCPs in 
detecting risk of opioid dependence as early as possible to prevent addiction, overdose, and death. We 
train providers on the Screening, Brief Intervention, and Referral to Treatment (SBIRT) model, the Care; 
Relax; Alone; Forget; Friends; Trouble (CRAFFT) and Screening to Brief Intervention (S2BI) screening 
tools to detect opioid dependence in adolescents. Training includes a curated education program and 
one-on-one, in-person, and virtual provider guidance on incorporating screenings into their routine. 
NAMI training helps providers detect trauma and adverse childhood events (ACEs) using the ACE 
questionnaire, and we provide screening tools to detect eating disorders, ADHD, and suicidal ideation.  

Case Management Support for Enhancing Detection of BH Disorders 
Our Integration+ platform uses predictive modeling to proactively assess enrollee data, including claims, diagnoses, 
and results of Health Needs Assessments that detect physical, BH, and SDOH needs. Upon detection or change in 
condition, Case Managers engage enrollees and work with PCPs and BH providers to begin treatment. To ensure 
screenings occur, we monitor use through office audits, identify improvement opportunities and trends, and engage 

2.6.15 Physical and Specialized Behavioral 
Health Integration Requirements  
4 of 10

224 of 230

Humana 
Healthy Horizons. 
in Louisiana 

Humana promotes local Project ECHO™ 
training programs such as Tulane's 
Medication Assisted Treatment training 
and is exploring new education 
opportunities with local partners such as 
the LSU Centers for Evidence to Practice. 



Louisiana Department of Health 
Louisiana Medicaid Managed Care Organizations 
RFP #: 3000017417  

 

providers in education. We improved data collection capabilities for the Depression Screening and Follow-Up for 
Adolescents and Adults HEDIS® measure and will work with LDH to establish best practices for monitoring. For hard-
to-reach enrollees, such as individuals experiencing homelessness or formerly incarcerated suffering from addiction, 
CHWs work with homeless shelters, Louisiana's Sheriff Association, and local parish jail systems. We identify and 
connect enrollees with their PCPs and a BH providers to screen for BH disorders and enrollment in Care Management. 

Enhancing Treatment of BH Disorders 
We help PCPs enhance treatment of BH disorders by providing them with the support, tools, and 
education they need to facilitate integrated services as the next step once a BH disorder is detected. Our 
LDH-required Clinical Practice Guidelines (CPGs) guide treatment planning providing next steps for 
enrollees with conditions such as anxiety, depression, ADHD, schizophrenia, and bipolar disorder. We 
distribute BH Referral Sheets to our PCPs, OB/GYNs, and their office staff that contain a list of local BH 
providers accepting new patients that can be referred to telephonically or using the Compass 
platform. For PCPs in rural locations, we assist with telehealth adoption or provide them with a 
connection to a consultation with a psychiatrist or our Doctors on Demand partnership for integrated 
care support. Our Case Managers are cross trained in physical and BH and work directly with the PCP or 
OB/GYN to coordinate the integrated care process with the BH provider and other members of the ICT.  

Our CCM team associates, 
such as CHWs (described in 
Figure 2.6.15.2-1), Housing 
Coordinators, and Peer 
Support Specialists, are 
selected based on enrollees’ 
needs and to support the 
treatment process through guidance and addressing SDOHs with local CBOs. Our national partnership 
with NAMI provides access to the NAMI National HelpLine for free peer support, a resource library for 
targeted education, and support groups at local chapters. We support PCPs and BH providers using 
powerful data analytics capabilities of the Integration+ platform using enrollee data and insights, and 
updated Plans of Care, available directly on our provider portal. All enrollee-facing associates provide 
education and access on our Nurse Advice and BH Crisis Lines and our digital self-management tools. 

Enhancing Treatment of Opioid Dependence 
Our Opioid Use Disorder (OUD) Program and Opioid Task Force follow the National Council of Wellbeing’s recovery-
oriented system of care, focusing on enrollee early intervention, treatment, and recovery. We partner with local 
organizations like Groups Recover Together, Odyssey House, and Oceans Healthcare for treatment and weekly 
counseling to put enrollees on sustainable paths to recovery. We educate and incentivize PCPs to use the SBIRT tool 
and refer to local medication assisted treatment (MAT) providers. Using network capacity building and care 
coordination efforts, our Florida health plan experienced a 40% increase in MAT utilization from 2019-2020. Across all 
lines of business, Humana experienced a 43% decrease in concurrent opioid and benzodiazepine utilization since 
2016. We are partnering with VOA to offer Family-Focused Recovery programs to help mothers with SUD recover and 
address underlying concerns that inhibit recovery. We help facilitate PCP and patient-centered medical home (PCMH) 
training for MAT certification; offer Doctors on Demand to fill ICT gaps; educate enrollees on non-pharmacologic 
treatments VABs, and help providers improve prescribing practices with our BH Drug Utilization Review program. 

2.6.15.2.2 Coordination of Care for Enrollees with both Medical and BH Disorders 
According to LSU Research Works on Mental Health, almost 20% of Louisiana's citizens were already 
living with mental illness before the start of the COVID-19 pandemic. As the State Health Assessment 
Dashboard reports high rates of obesity, diabetes, and heart disease in many local parishes, we know 
that many children and adults experience medical conditions that co-exist with BH disorders. To help 
enrollees address both, we will coordinate integrated care services and help them navigate care settings 
and make decisions that impact their recovery journey. Our coordination of care process begins by 

Figure 2.6.15.2-1 CHW Supporting 
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identifying enrollees with both medical and BH 
disorders through PCP or BH provider detection, 
outreach for hard-to-reach enrollees, the Integration+ 
predictive algorithm, Health Needs Assessment (HNA) 
results, or change of status from a referral or care 
transition. Depending on the primary condition, 
either the Physical or BH Case Manager serves as the 
single point of contact to guide enrollees through 
recovery and management of their condition. Case 
Managers perform in-person enrollee outreach to 
administer our Comprehensive Care Assessment to 
identify all physical, BH, and SDOH needs, and then stratify enrollees into LDH-defined risk tiers: 1) low, 
2) medium, and 3) high. At in-person visits, Case Managers listen to enrollees' personal and health goals
and include family, based on enrollees' preference. Case Managers work with enrollees and identified
ICT members to develop person-centered, comprehensive Plans of Care with SMART goals that define
ICT roles for both medical and BH conditions, treatment plans, and associated timelines. Case Managers,
CHWs, Housing Coordinators, and Peer Support Specialists ensure coordination and deployment of
clinical or social support services and monitor outcomes as enrollees progress along their recovery
journey. Case Managers monitor enrollees in-person and telephonically to confirm and reinforce SMART
goals progress and outcomes.

Promotion of Care Transition for Enrollees with Co-Existing Medical-Behavioral Health Disorders 
Our Empowered Care+ model facilitates care transitions between inpatient services, residential services, 
and outpatient care through our Transitional Care Management program. On-site Nurse Liaisons 
(currently active for Louisiana Medicare) provide in-person discharge coordination for high-volume 
facilities granting permission. We support transitions between institutional and community care 
settings, including members of the DOJ Target Population, Psychiatric Residential Treatment Facilities, 
Therapeutic Group Homes, and Integrated Care Facilities for Individuals with Intellectual Disabilities 
(ICF/IDs). Case Managers coordinate with the ICT to establish outpatient and SDOH services 30 days 
prior to discharge. Utilization Management (UM) Coordinators work with BH providers to determine the 
appropriate level of care; share the Transitional Plan of Care with PCPs and outpatient BH providers; and 
schedule bridge visits when necessary. Housing Coordinators connect enrollees experiencing 
homelessness with housing partners and help them apply to the PSH program. We follow up with the 
enrollee and providers at seven and 30-day appointments to facilitate and support transitions.  

2.6.15.2.3 Incenting and Tracking Providers Progress in Delivering Integrated Care 
Humana's Valued Care+ VBP model offers incentives and tracks progress in delivering integrated care 
through greater care coordination, transparency, and communication between primary care and BH 
providers. Our Provider Services team uses the results from the IPAT and our Medicaid VBP Readiness 
Assessment to evaluate a provider's level of integration between physical health, BH, and SDOH. Once 
we understand their capabilities and desired level of integration, we help them build a pathway to 

Supporting the DOJ Target Population 
Our PASRR Level II Evaluators and UM Coordinators will work with the My Choice Transition Coordinator to develop a 
person-centered Transitional POC and discharge plan to support enrollees ready for transition back to their 
community. To assist, Housing Coordinators and CHWs will identify and connect the enrollee to services to support 
their SDOH needs. Prior to discharge, we communicate the enrollee's needs and Plan of Care to the PCP and ensure 
that appointments to support their co-existing health conditions, including SMI, are established with their ICT team. 
We provide ongoing support and communication to monitor the Plan of Care, identify and address care gaps, assess 
health and safety in the community, and confirm the enrollee’s preferences continue to be sufficiently reflected. 
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achieve their goals through practice transformation 
incentives, education, and support.  

 
 

 
 

 

Closed-Loop Referrals for Clinical and SDOH Needs 
To drive integration, providers can easily make closed-loop referrals to CBOs to address SDOH and clinical providers 
(e.g., PCP to BH) for integrated care. This closed-loop referral system advances the capabilities of our partners by 
connecting network providers with clinical and social service providers, enabling tracking and closing of referrals, and 
allowing us to incent service providers to follow-up and close referrals to social services. 

 
 
 
 

 
 

 
 

 
 

 

2.6.15.2.4 Assistance for Providers to Improve Care Integration 
The Provider Services team facilitates tools, guidance, and financial incentives to improve BH and 
physical health integration based on a provider's desired level of integration. In addition to practice 
transformation coaching and our curated education program, we offer the following assistance:  

Table 2.6.15.2: Tools, Guidance, and Financial Incentives to Develop Skills and Infrastructure 
Financial 
Incentives 

Humana's Practice Transformation Fund supports eligible PCPs and BH providers seeking to build 
integration at their practice with the funding to invest in components of integrated care such as 
telehealth equipment, translation technology, qualified interpreters, or bilingual staff, EHR, or any 
resources related to the components of integrated care listed below. Our VBP models incentivize 
coordination and follow-up between providers, and we use flexible contracting strategies to encourage 
integrated practices to join Humana's network, such as enhanced fee schedule rates. 
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Schedule Joint 
Appointments 

We educate providers on scheduling joint appointments to facilitate same-day enrollee access based on 
their level of integration, including co-located appointments or virtual joint appointments leveraging 
telephonic or video/telehealth platforms, including Doctors on Demand.  

Develop 
Shared Care 
Plans 

Humana’s Care Profile application in our provider portal enables providers to view their enrollees and 
their Plans of Care. Education and training include working with the Case Manager and ICT to develop 
the shared Plan of Care (with enrollee consent) and meeting the enrollee's SMART goals. 

Conduct 
Effective Brief 
Assessment 

We provide training on using the evidence-based screening tools and assessments in our Provider 
Toolkit, which includes incorporating effective brief assessments such as the SBIRT, CRAFFT, and S2BI 
screening tools into their patient routine to identify the need for integrated care. 

Integrate 
Records 

We train providers on our provider portal, which stores an enrollees integrated record that 
includes referrals and the Plan of Care maintained by the Case Manager and ICT. The portal is 
available 24/7 and enables practices to access key information, including referral reports, 
authorization forms and approvals, enrollee admissions, discharges, transfers, and claim status.  

Make and 
Follow Up on 
Referrals 

We educate providers on making referrals and following up in collaboration with the PCP or BH 
provider. The BH Quality Rewards Program incentivizes referrals and follow-up appointments, and PCPs 
in our Medical Home pilot program receive incentives for performing best practice treatments such as 
meeting Follow-Up Care HEDIS measures for children with ADHD and adults with depression. Our Care 
Decision Insights platform provides PCPs with information about specialists in their region to help them 
make more informed referrals, and we train providers to use the SDOH and clinical referral platform to 
connect enrollees to providers and local CBOs.  

Co-Locate 
Services 

We educate and incentivize providers ready to establish co-located services to achieve Level 3 and Level 
4 integration (co-location) on the SAMHSA-HRSA continuum. This includes learning to collaborate with 
on-site providers on shared patient, screenings, and evidence-based practices; removing system 
barriers such as patient records; developing an internal referral process; engaging in warm hand-offs; 
and participating in mutual problem-solving and treatment planning.  

Track 
Outcomes 

PPIAs provide targeted, one-on-one assistance to review HEDIS quality measures and help close care 
gaps associated with VBP arrangements. They assist providers with using our data analytics to develop 
improvements that drive better quality metrics, close care gaps, and receive incentives for successfully 
coordinating and engaging in integrated care. We work with providers to scale their integration model 
at their own pace and offer ongoing practice transformation coaching.  

2.6.15.2.5 Identifying People Using ED Services to Assist in Scheduling Follow‐up Care  
Humana attended the 2021 BH Day sponsored by the Mental Health Association of Baton Rouge, which 
discussed the issue of using ED as a primary means of seeking help. Our Diversion Program includes the 
following best practices to identify and coordinate enrollee follow-up care with the PCP or BH specialist: 

Identify Enrollees: We receive daily enrollee reports containing primary and secondary BH diagnoses 
organized by individuals with non-urgent conditions and multiple ED visits within the past 12 months (by 
region). We also monitor for enrollees experiencing an overdose or crisis, which may be our first 
opportunity to contact and engage them in Care Management support. We receive notifications of BH-
related visits through participation with the Louisiana Health Information Exchange (LHIE). Through our 
national partnership with Collective Medical, we have access to their innovative ED-reporting platform 
that facilitates daily, configurable reports to identify enrollees and begin engaging them in care. 

Initiate Outreach Campaign: Once identified, we engage enrollees in Humana's Where to Get Care 
outreach campaign to provide education on the importance of establishing and maintaining a 
relationship with the PCP and BH specialist in their community. Education materials describe how and 
where to receive care (such as urgent care) and text messages linking to learning materials and nearby 
healthcare locations. For hard-to-reach/unable to contact enrollees, we contact pharmacies and local 
Emergency Medical Service (EMS) providers to find their most recent contact information. 

Schedule Appointments: Once engaged, Humana Case Managers and CHWs work with the enrollee to 
schedule appointments with a PCP and BH provider to begin their integrated treatment plan and 
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establish a new routine of seeking care with their assigned providers in the community. The goal is to 
maintain their treatment in less costly care settings that surround them with whole-person health 
services and addiction support, if applicable. In Louisiana, we are partnering with Ochsner Health's 
Anywhere Care virtual platform to provide urgent care access for immediate medical attention. 

Coordinate Ongoing Support: Case Managers and CHWs proactively track enrollees and their follow-up 
appointments through in-person meetings to ensure they have the support to address chronic, co-
existing health conditions and SDOH needs. Peer Support Specialists provide one-on-one guidance, 
helping the enrollee navigate the integrated healthcare continuum and empowering them to participate 
in their recovery by attending their appointments and working toward their SMART goals. We either 
develop a crisis plan or integrate an existing Plan of Care from their BH provider that enables them to 
identify warning signs, access local support systems, and use techniques that reduce symptoms when at 
risk for a crisis to prevent the use of the ED or hospitalization.  

Partner with Crisis Continuum: We coordinate with crisis 
response providers in local parishes to help enrollees with 
support from our BH Crisis Line, crisis plans, and ongoing Care 
Management services to avoid preventable ED visits and 
maintain their care with trusted providers in the community. 
Recognizing LDH's plan to build a better, more connected 
continuum of crisis support services in the State, our network 
maximizes the availability of community-based BH care to reduce 
ED utilization. We will also implement a paramedicine pilot 
program that leverages telehealth technology to develop a 
network of neighborhood responders connecting local EMS and 
fire departments with providers capable of supporting urgent 
care needs to prevent unnecessary ED visits.  

2.6.15.2.6 Ensuring Continuity and Coordination of Care for Enrollees  
Our implementation plan includes processes and procedures tailored to our Empowered Care+ model 
that adhere to Model Contract Section 2.8 to successfully facilitate continuity and coordination of care 
for all enrollees, including those transitioning from other MCOs or fee-for-service. We support 
individuals screening positive in HNAs, other assessments, or PCP/BH provider tools for and requiring 
specialized medical and BH services or inpatient and outpatient services. We understand their 
immediate need to continue treatment consistent with their previous access while transitioning to 
Humana and will engage through the following processes: 
• Continuity and Coordination of Care Process: We identify enrollees; coordinate with the MCO and 

current providers; confirm ongoing preventive and primary care services; establish referrals to BH 
specialists; authorize medications; and identify special considerations such as high-risk pregnancies, 
conditions that require ongoing monitoring, and scheduled surgeries and appointments. 

• Coordination with MCOs/LDH: Our BH Liaison and designated associates coordinate with MCOs and 
LDH departments to facilitate continuity and coordination of care for all enrollee populations. 
Departments include OBH, DCFS, OAAS, OJJ, Office for Citizens with Developmental Disabilities, 
Department of Education (DOE), and Department of Public Safety and Corrections (DPS&C). 

Referral and Follow-Up with Enrollees Requiring BH Services 
The assigned Case Manager ensures successful referrals, continuance of medication, and follow-up 
appointments for enrollees requiring BH services. Our policies and procedures will include mechanisms 
for collaborating with the appropriate department for children returning into the community from out-
of-home placement, nursing facilities and ICF/IDs, inpatient and residential facilities, hospitals, and the 
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DPS&C and local criminal justice systems. We train our providers to screen for BH conditions and refer 
enrollees to the appropriate BH service. The BH Quality Rewards Program incentivizes providers to 
complete 7- and 30-day follow-up appointments, shifting the focus to long-term outcomes for recovery.  

Continuity of Care for School-Aged Children: As the 
COVID-19 pandemic continues, we recognize the 
enormous impact and strain put on local school systems 
and children who have missed a year of learning and 
development. Recognizing the trauma occurring in our 
communities (including a rising suicide rate), we will have 
proper resources in place to help children with special 
healthcare needs, many of whom require services from 
multiple providers, facilities, and agencies and require 
complex coordination of benefits and services. Our BH 
Liaison will coordinate with the CSoC Coordinator to 
facilitate their care to ensure we address their medical needs and coordinate with school-based 
health centers located at local FQHCs.  

 
 

 
 
 

 
 
 

 

Continuity of Care for the Justice-Involved: Formerly incarcerated enrollees in Louisiana experience co-
existing conditions at an exceptionally high rate due to opioid use and a cycle of recidivism perpetuated 
by a lack of clinical and social reentry supports. Our Empowered Care+ model begins enrollee support 
30-45 days prior to release through our Reentry Program for those diagnosed with SMI. To ensure 
continuity of care, the Case Manager collaborates with the facility's medical team and attends planning 
meetings with the parole officer to assess the enrollee, develop the Plan of Care, and schedule their 
appointments before release to address any preventive, chronic, and complex health issues with 
providers in the community. This includes organizations such as the Formerly Incarcerated Transitions 
Clinic focusing on primary care services and the local HSD/HSA to manage their BH conditions and 
provide counseling and OUD/SUD treatment. We connect the enrollee to local CBOs, such as  

Based on their needs, we assign a Peer Support Specialist, CHW, or Housing 
Coordinator to assist with the transition. We have also reached out to Louisiana's Sheriff Association, 
DPS&C, and parish coroners to begin additional discussions on enhancing reentry services. 
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Veteran and Hudson Initiative 
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Kingsley House Adult Day Care participants are given the opportunity to socialize, receive 
nursing services, care management, and personalized nutritious meals and snacks. 

Participants engage in fun and stimulating daily activities. Humana Healthy Horizons in 
Louisiana is partnering with Kingsley House to address a myriad of enrollees’ needs.
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