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Attachment 2.2.1 Board Resolution Humana Healthy Horizons in Louisiana

CERTIFICATION STATEMENT

|, 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 Il Senior Vice President, Medicaid President

5 o)
| further certify that the above resolution is in full force and effect this [‘8 day of

POocusT | 2021

Rusc éll
Assoc e Vice resndent Assistant
General Counsel & Corporate Secretary

Subscribed and sworn to before me by Joseph M. Ruschell, Associate Vice President, Assistant
G % I Counsel & Corporate Secretary of Humana Health Benefit Plan of Louisiana, Inc. this
day of ARocusT | 2021.

TA/MU«B\ B uaeh

Notary Public, State-at-Large, KY
My Commission expires: S-2202023

2.2.1 Board Resolution Exempt from Total Page Limits ii(E)
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MOBILE MARKET

Makin' Groceries Mobile Market puts healthy foods witinreach
QO e
Brought toyou by 48Vt with funding providedby .

Vit no-hunger.org for additiona esoutces.

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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CONFIDENTIAL
2.4.1 Cover Letter Humana Healthy Horizons in Louisiana

September 2, 2021

Ali Bagbey

Louisiana Department of Health
628 N. Fourth Street

Baton Rouge, LA 70802

(225) 219-0206

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: |

2.4.1 Cover Letter Exempt from Total Page Limit 4(E)
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2.4.1 Cover Letter Humana Healthy Horizons in Louisiana

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 ldentification, 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

2.4.1 Cover Letter Exempt from Total Page Limit 5(E)
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2.4.1 Cover Letter Humana 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.

DN s B,

John E. Barger, Il
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 Exempt from Total Page Limit 6(E)
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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.
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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.
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CONFIDENTIAL

RFP #: 3000017417

m 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.

o Humana Health Benefit Plan of Louisiana, Inc. attests that it meets the advance directives
requirements.

e 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.

e 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

2.5.1 Mandatory Qualifications 10f230
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Louisiana Department of Health

Louisiana Medicaid Managed Care Organizations

RFP #: 3000017417

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

Enrollees

Populations Served

Current Contract Dates

(Initial contract year)

Florida Statewide Medicaid Managed Care 624,808 TANF; CHIP; ABD; I/DD; August 1, 2018-January 1, 2024
Comprehensive Contract including Managed foster care children; SMI;  |(2013)
Medical Assistance and Long-Term Care Dual-eligible; LTSS-eligible
Illinois Integrated Care Program 5,226 Non Dual Disabled 2014-2017
Illinois Medicare-Medicaid Alignment 10,029 Dual Eligible January 1, 2020-December 31, 2022
Initiative (2014)
Kentucky Medicaid Managed Care 168,844 TANF; CHIP; ABD, January 1, 2021 - TBD
Expansion; Dual-eligible (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 28,682
Medicaid SSI 10,631
Family Care Partnership 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 2 of 230
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Humana associates volunteer at the Food Bank in Baton Rouge.
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RFP #: 3000017417

m 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 30f230
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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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Louisiana Department of Health Humana
Louisiana Medicaid Managed Care Organizations ifﬁ&:ﬁL]::ZOM
RFP #: 3000017417

m 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 4 0f 230
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Humana Associates volunteer at Second Harvest Food Bank.
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RFP #: 3000017417

m 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 11100 W. Liberty Drive (262) 834-3736 Dental
Company, Inc. Milwaukee, WI 53224
Superior Vision Benefit 939 Elkridge Landing Rd, Suite ((800) 243-1401 Vision
Management, Inc. 200, Linthicum, MD 21090
FOCUS Health, Inc. 10801 Starkey Road, Suite 104-|(727) 202-4650 Peer Review for Behavioral Health
101, Seminole, FL 33777 Utilization Management
Harris Rothenberg, 500 West Main St. (502) 580-1000 Smoking Cessation and Weight
International/Humana Wellness |Louisville, KY 40202 Management Coaching
Whole Health Networks/Tivity 1445 S. Spectrum Blvd., (515) 291.0375 Acupuncture and Massage
Chandler, AZ 85286
Humana Inc. 500 West Main St. (502) 580-1000 Legal services, Payment services,
Louisville, KY 40202 Financial services, Information systems,
Medical and Product Management,
Data Analytics and Wellness Activities
Humana Insurance Company 1100 Employers Blvd. (502) 580-1000 Claims Processing, Customer Service,
Green Bay, WI 54344 Front-end Operations, Billing and
Enrollment, Utilization Review, and
Certain Federal and State Tax Reporting
Humana Pharmacy Solutions, Inc. |515 West Market St. (800) 379-0092 Prior Authorizations for J-codes
Louisville, KY 40202

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.

e Please see 2.5.4.3-1 Exhibit B — DentaQuest

e Please see 2.5.4.3-2 Exhibit B — Humana Pharmacy Solutions

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

Template

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

Materia

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.

2.5.4 Material Subcontractors Exempt from Business Proposal 7(E)
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2.5.4.3-1 Exhibit B - DentaQuest Humana Healthy Horizons in Louisiana

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 Material Subcontractors Exempt from Business Proposal 8(E)
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2.5.4.3-1 Exhibit B - DentaQuest

Humana Healthy Horizons in Louisiana

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)

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.

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

Specify the effective dates of the subcontract agreement.

Louisiana Medicaid
Addendum, page 1,
second WHEREAS

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.

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.

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.

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 MCQO'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.

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.

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.S.

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 Material Subcontractors
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2.5.4.3-1 Exhibit B - DentaQuest

Humana Healthy Horizons in Louisiana

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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2.5.4.3-1 Exhibit B - DentaQuest

Humana Healthy Horizons in Louisiana

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 MCQO’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.
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2.5.4.3-1 Exhibit B - DentaQuest

Humana Healthy Horizons in Louisiana

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, thesubcontractor
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 useof 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 MCOQO’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

2.5.4 Material Subcontractors

60f 15

Exempt from Business Proposal
and Total Page Limits

12(E)




2.5.4.3-1 Exhibit B - DentaQuest

Humana Healthy Horizons in Louisiana

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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2.5.4.3-1 Exhibit B - DentaQuest

Humana Healthy Horizons in Louisiana

Checklist Item

Location

(Include Name of
Document, Page

N

Number, and
Section
umber/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
MCQO'’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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2.5.4.3-1 Exhibit B - DentaQuest Humana Healthy Horizons in Louisiana

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,

1
Approved as to Form : ICMAgreementCode
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2.5.4.3-1 Exhibit B - DentaQuest Humana Healthy Horizons in Louisiana

10.

11.

12.

13.

14.

attachments or amendments thereto, as well as any handbooks, the MCO Manual, and other applicable policy
guides, manuals and materials.

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

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.

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.

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.

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.

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.

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

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.

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.

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

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

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.

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.

Approved as to Form : ICMAgreementCode
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15.

16.

17.

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.

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.

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.

3
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18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

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.

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.

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

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.

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

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

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

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.

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.

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.

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.

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,

Approved as to Form : ICMAgreementCode
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30.

31.

32.

33.

34.

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.

¢) 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.

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.

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.

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.

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.\

Subcontractor shall sign the no conflict of interest form in compliance with the requirements of the LDH
Contract.
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35

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

. 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.

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.

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.

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

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.

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.

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.

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.

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.

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.

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:
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Template

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

Materia

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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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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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)

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.

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

Specify the effective dates of the subcontract agreement.

Louisiana Medicaid
Addendum, page 1,
second WHEREAS

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.

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.

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.

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.

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.

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 Material Subcontractors

30f15

Exempt from Business Proposal
and Total Page Limits

24(E)



2.5.4.3-2 Exhibit B - Humana Pharmacy Solutions

Humana Healthy Horizons in Louisiana

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 MCQO). 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.

ILouisiana Medicaid
IAddendum, 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 MCQO'’s
request for information, the request to provide medical records,
credentialing information, etc.; at the MCQO’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, thesubcontractor
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 useof 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,

1
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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 ecarly
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.

Approved as to Form : ICMAgreementCode
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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.

3
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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.

¢) 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.

Approved as to Form : ICMAgreementCode

2.5.4 Material Subcontractors Exempt from Business Proposal 34(E)
13 0f 15 and Total Page Limits



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

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. Inaccordance 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

6
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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:

7
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Template

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

Materia

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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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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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)

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.

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

Specify the effective dates of the subcontract agreement.

Louisiana Medicaid
Addendum, page 1,
second WHEREAS

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.

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.

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.

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 MCOQO'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.

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.

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 Material Subcontractors

30f15

Exempt from Business Proposal
and Total Page Limits

39(E)




2.5.4.3-3 Exhibit B - Superior Vision

Humana Healthy Horizons in Louisiana

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 desighees 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.

ILouisiana Medicaid
IAddendum, 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 MCOQO’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.
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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, thesubcontractor
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 useof 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 MCQO’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)

Contain the following language: Louisiana Medicaid
Addendum, page 3.
The subcontractor and the subcontractor’s providers shall comply, withina [B.16

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

44 | 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.
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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,

1

Approved as to Form : ICMAgreementCode
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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 ecarly
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.

Approved as to Form : ICMAgreementCode
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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.

3
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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.

¢) 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. Inaccordance 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:
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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.

Section 2.5.5

Financial Condition

Humana

Healthy Horizons..
in Louisiana




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

m 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:

e Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements .pdf

e Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements .pdf

e Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements .pdf

e 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

e 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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Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana
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1

Humana Health Benefit Plan of
Louisiana, Inc.

(a wholly owned subsidiary of Humana
Insurance Company, a wholly owned
subsidiary of CareNetwork, Inc., a wholly
owned subsidiary of Humana Inc.)

Financial Statements and Supplemental Schedules
Statutory Basis of Accounting
December 31, 2020 and 2019
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Humana Health Benefit Plan of Louisiana, Inc.
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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.

PricewaterhouseCoopers LLP, 500 West Main Street, Ste. 1800, Louisville, KY 40202-2941

T: (502) 589 6100, F: (502) 585 7875, www.pwc.com/us
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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

2.5.5 Financial Condition Exempt from Business Proposal 56(E)
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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

Humana Healthy Horizons in Louisiana

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

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Health Benefit Plan of Louisiana, Inc.
Statements of Revenue and Expenses

Statutory Basis of Accounting

December 31, 2020 and 2019

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

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Health Benefit Plan of Louisiana, Inc.

Statements of Changes in Surplus

Statutory Basis of Accounting
December 31, 2020 and 2019

Humana Healthy Horizons in Louisiana

Balances at January 1, 2019

Net income

Projected HCRL fee assessment

Change in net unrealized capital gain, less
capital gains tax of $0

Change in net deferred income taxes
Change in nonadmitted assets
Forgiveness of payable from Humana Inc.
Dividends or return of capital paid
Balances at December 31, 2019

Net income

HCRL fee moratorium

Change in net deferred income taxes
Change in nonadmitted assets

Dividends or return of capital paid
Balances at December 31, 2020

Common Stock

Unassigned
Shares Amount Special Surplus Paid-in Surplus Surplus Total

1,000 $ 1,000 $ - $ 65,760,152 $ 187,105,363 252,866,515

- - - - 74,634,568 74,634,568

- - 44,204,567 - (44,204,567) -

- - - - 148,313 148,313

- - - - 1,202,134 1,202,134

- - - - 143,132 143,132

- - - 640,194 - 640,194

- - - - (50,000,000) (50,000,000)

1,000 1,000 44,204,567 66,400,346 169,028,943 279,634,856

- - - - 99,389,614 99,389,614

- - (44,204,567) - 44,204,567 -

- - - - 2,009,914 2,009,914

- - - - (8,445,482) (8,445,482)

- - - - (27,500,000) (27,500,000)

1,000 $ 1,000 $ - $ 66,400,346 $ 278,687,556 345,088,902

The accompanying notes are an integral part of these statutory basis financial statements.
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Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Statements of Cash Flows

Statutory Basis of Accounting

December 31, 2020 and 2019

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

The accompanying notes are an integral part of these statutory basis financial statements.
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Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2020 and 2019

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;

ii. Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP,
overdraft balances would be classified as liabilities;
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Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements

Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2020 and 2019

Vi.

Vii.

viii.

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;

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;

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;

Comprehensive income disclosures required by GAAP are omitted; and

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.

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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Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2020 and 2019

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

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
9

2.5.5 Financial Condition Exempt from Business Proposal 63(E)

11 of 54

and Total Page Limits



Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2020 and 2019

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, enroliment 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.

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.

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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Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2020 and 2019

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.

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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Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2020 and 2019

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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Statutory Basis of Accounting

December 31, 2020 and 2019

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

Not
Practicable
Aggregate Fair Admitted (Carrying
Value Assets Level 1 Level 2 Level 3 Value)

Bonds and cash
equivalents $ 587,750,171 $ 571,147,799 $ 77,996,977 $ 509,753,194 § - 8

December 31, 2019

Not
Practicable
Aggregate Fair Admitted (Carrying
Value Assets Level 1 Level 2 Level 3 Value)

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

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.

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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Statutory Basis of Accounting

December 31, 2020 and 2019

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.

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
15
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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

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.

Estimated Non-Accrued

Risk Amount to be Amounts for Assets
Corridors  Filed or Final Impairment or Amounts Balance Net
Program  Amount Filed Other received from  (Gross of Non-  Non-admitted Admitted

Year with CMS Reasons CMS admissions) Amount Asset

2014 $ 415970 $ - $ 415970 $ -3 - 8

2015 3,073,968 - 3,073,968 - -

2016 3,092,926 - 3,092,926 - -

Total $ 6582864 $ - 3 6,582,864 $ - $ - 3

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:

Risk Corridors Program
Year

2014

1. Accrued
retrospective premium
2. Reserve for rate
credits or policy
experience rating
refunds
b. 2015

1. Accrued
retrospective premium
2. Reserve for rate
credits or policy
experience rating
refunds

.2016
1. Accrued
retrospective premium
2. Reserve for rate
credits or policy
experience rating
refunds

o

<]

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

Prior Year
Accrued
Less
Payments Payments
(Col 1 -3) (Col 2 -4)

To Prior To Prior
Year Year

Balances Balances

Cumulative
Balance
from

Cumulative
Balance
from
Prior Years | Prior Years
(Col 1-3+7) | (Col 2-4+8)

1 2

3 4

5 6

7 8

9 10

Receiva
ble (Payable)

Receivable

(Payable)

Receivable

(Payable)

Receivable

(Payable)

Ref

Receivable

(Payable)

346,532

3,073,968

3,092,926

(346,532)

(3,073,968)

(3,092,926)

346,532

3,073,968

3,092,926

d. Total for Risk
Corridors

6,513,426 -

(6,513,426) -

6,513,426 -

Explanations of adjustments
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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 -
HCRL Reinsurance contributions — not reported as ceded

premiums - -

38,958

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:

Unsettled Balances as of
Differences Adjustments the Reporting Date
Received or Paid as of Prior Year Prior Year Cumulative
Accrued During the Prior the Current Year on Accrued Accrued Cumulative Balance
Year on Business Written Business Written Before Less Less To Prior To Prior Balance from from Prior
Before December 31 of December 31 of the Prior Payments Payments Year Year Prior Years Years (Col
the Prior Year Year (Col 1-3) (Col 2-4) Balances Balances (Col 1-347) 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 -
20
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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
21
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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:

Estimated Actual
Pharmacy Pharmacy Actual Rebates Rebates
Rebates as Rebates as Actual Rebates Received Received
Reported on Billed or Received Within 91 to More than 181
Financial Otherwise Within 90 Days 180 Days of Days After
Quarter Statements Confirmed of Billing Billing 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.

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.

. 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).

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.

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.

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
Gross Gross
Book/Adjusted Unrealized Unrealized Estimated
Carrying Value Gains Losses 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
Gross Gross
Book/Adjusted Unrealized Unrealized Estimated
Carrying Value Gains Losses 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
24
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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 Estimated

Carrying Value 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
3$ 452,035,075 3$ 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 $ -3 - $ - % - $ - 8 -
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 $ 38961375 $ (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 $ - 8 - $ 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) $ 45480337 $  (255,424) $ 58198386 $ (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
26
2.5.5 Financial Condition Exempt from Business Proposal 80(E)

28 of 54 and Total Page Limits



Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2020 and 2019

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:

DTAs resulting from book/tax
differences in

Ordinary
Discounting of unpaid losses
Advance premiums
Policyholder reserves
Investments
Deferred acquisition costs
Policyholder dividends accrual
Fixed assets

Compensation and benefit accruals -

Pension accruals
Receivables - nonadmitted

Net operating loss carryforwards

Tax credit carryforward

Other

Bad debts

Accrued litigation

CMS Rx reserves

CMS risk corridor — ACA

Medicare risk adjustment data

Miscellaneous reserves

Accrued lease

Section 197 intangibles

Reinsurance fee

Provider contracts

Premium acquisition expense
Gross ordinary DTAs

Statutory valuation allowance adjustment -

Nonadmitted ordinary DTAs

Admitted ordinary DTAs

Capital
Investments
Net capital loss carryforwards
Real estate
Other
Gross capital DTAs

Statutory valuation allowance adjustment -

Nonadmitted capital DTAs
Admitted capital DTAs
Admitted DTAs

2.5.5 Financial Condition
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2020 2019 Change
$ 3,829,727 $ 3,188,518 641,209
286,112 212,465 73,647
300,071 251,320 48,751
213,522 243,601 (30,079)
1,137,360 63,723 1,073,637
626,165 306,097 320,068
172,311 296,132 (123,821)
- 4,696 (4,696)
19,552 29,329 (9,777)
6,584,820 4,595,881 1,988,939
(172,075) (140,442) (31,633)
6,412,745 4,455,439 1,957,306
$ 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
CMS Rx reserve -
Reserve transition adjustment (169,973) (203,967
Accrued lease (14,880)

Ordinary DTLs (188,769) (209,744

) 1,861
) 33,994
- (14,880)
) 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- 20-5309363

OWNERS, INC.

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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24
25
26
27
28
29
30
31
32
33
34
35
36
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38
39
40
41
4
43
44
45
46
47
48
49
50

51
52
53
54
55
56
57
58
59
60

COMPBENEFITS DIRECT, INC.

COMPBENEFITS INSURANCE COMPANY
COMPLEX CLINICAL MANAGEMENT, INC.
CONTINUCARE CORPORATION
CONTINUCARE MEDICAL MANAGEMENT, INC.

CONVIVA HEALTH MANAGEMENT, LLC (fk/a TRANSCEND
POPULATION HEALTH MANAGEMENT, LLC)

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

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

DENTAL CARE PLUS MANAGEMENT, CORP.

DENTICARE, INC.

EAGLE RX HOLDCO, INC.

EAGLE RX, INC.

EDGE HEALTH MSO, INC.

EDGE HEALTH, P.C.

EMPHESYS INSURANCE COMPANY
EMPHESYS, INC.

ENCLARA PHARMACIA, INC.

FAMILY PHYSICIANS OF WINTER PARK, INC.
FPG ACQUISITION CORP.

FPG ACQUISITION HOLDINGS CORP.

FPG HOLDING COMPANY, LLC

GUIDANTRX, INC.

HARRIS, ROTHENBERG INTERNATIONAL, INC.
HEALTH VALUE MANAGEMENT, INC.
HUMANA ACTIVE OUTLOOK, INC.

HUMANA AT HOME (DALLAS), INC.
HUMANA AT HOME (HOUSTON), INC.
HUMANA AT HOME (SAN ANTONIO), INC.
HUMANA AT HOME (TLC), INC.

HUMANA AT HOME 1, INC.

HUMANA AT HOME, INC.

HUMANA BENEFIT PLAN OF ILLINOIS, INC.
HUMANA BENEFIT PLAN OF SOUTH CAROLINA, INC.
HUMANA BENEFIT PLAN OF TEXAS, INC.
HUMANA DENTAL COMPANY

HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES,
INC.
HUMANA DIRECT CONTRACTING ENTITY, INC.

HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.
HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC.
HUMANA GOVERNMENT BUSINESS, INC.

HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.
HUMANA HEALTH COMPANY OF NEW YORK, INC.

HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.
HUMANA HEALTH PLAN OF CALIFORNIA, INC.

HUMANA HEALTH PLAN OF OHIO, INC.

HUMANA HEALTH PLAN OF TEXAS, INC.
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58-2228851
74-2552026
45-3713941
59-2716023
65-0791417
46-5329373

46-1225873
47-1161014

36-3512545
76-0039628
47-1407967
47-1416614
84-2214810
84-2752906
31-0935772
61-1237697
23-3068914
59-3164234
81-3802918
81-3819187
32-0505460
39-1789830
27-1649291
61-1223418
20-4835394
75-2739333
76-0537878
01-0766084
75-2600512
65-0274594
13-4036798
37-1326199
84-3226630
75-2043865
59-1843760
80-0072760

85-3099097
46-4912173
58-2209549
61-1241225
72-1279235
26-2800286
61-1041514
26-3473328
31-1154200
61-0994632
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HUMANA HEALTH PLAN, INC.

HUMANA HEALTHCARE RESEARCH, INC.

HUMANA HOME ADVANTAGE (TX), P.A.

HUMANA INNOVATION ENTERPRISES, INC.
HUMANA INSURANCE COMPANY

HUMANA INSURANCE COMPANY OF KENTUCKY
HUMANA INSURANCE COMPANY OF NEW YORK
HUMANA MARKETPOINT, INC.

HUMANA MEDICAL PLAN OF MICHIGAN, INC.
HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.
HUMANA MEDICAL PLAN OF UTAH, INC.

HUMANA MEDICAL PLAN, INC.

HUMANA PHARMACY SOLUTIONS, INC.

HUMANA PHARMACY, INC.

HUMANA REAL ESTATE COMPANY

HUMANA REGIONAL HEALTH PLAN, INC.
HUMANA VETERANS HEALTHCARE SERVICES, INC.

HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE
CORPORATION
HUMANADENTAL INSURANCE COMPANY

HUMANADENTAL, INC.

HUMCO, INC.

HUM-e-FL, INC.

MANAGED CARE INDEMNITY, INC.

MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS
METCARE OF FLORIDA, INC.

METROPOLITAN HEALTH NETWORKS, INC.

PARTNERS IN INTEGRATED CARE, INC.

PARTNERS IN PRIMARY CARE (GA), P.C.

PARTNERS IN PRIMARY CARE (KS), P.A.

PARTNERS IN PRIMARY CARE (KS), P.C.

PARTNERS IN PRIMARY CARE (MO), P.C.

PARTNERS IN PRIMARY CARE (NC), P.C.

PARTNERS IN PRIMARY CARE (SC), P.C.

PBM HOLDING COMPANY

PBM PLUS MAIL SERVICE PHARMACY, LLC

PHP COMPANIES, INC.

PREFERRED HEALTH PARTNERSHIP, INC.

PRIMARY CARE MANAGEMENT, INC.

ROHC, LLC

SENIORBRIDGE FAMILY COMPANIES (FL), INC.
SENIORBRIDGE FAMILY COMPANIES (NY), INC.

TEXAS DENTAL PLANS, INC.

THE DENTAL CONCERN, INC.

TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.
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61-1013183
42-1575099
81-0789608
61-1343791
39-1263473
61-1311685
20-2888723
61-1343508
27-3991410
27-4460531
20-8411422
61-1103898
45-2254346
61-1316926
20-1724127
20-2036444
20-8418853
39-1525003

39-0714280
61-1364005
61-1239538
61-1383567
61-1232669
27-4379634
65-0879131
65-0635748
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36-4484443
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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
Ordinary Extraordinary Date Paid
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.

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.

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.

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

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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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
Percentage of
Description of Total Admitted
Issuer Exposure Amount Assets
2.01 State Of Louisiana Municipal $ 123,803,713 18.36%
Federal Farm Credit Banks Funding
2.02 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%
Bonds
Commercial
2.05 Apple Inc. Paper 14,504,161 2.15%
2.06 Bossier Parish Schools Municipal 14,424,241 2.14%
2.07 City of New Orleans Municipal 14,228,277 211%
East Baton Rouge Louisiana Sewerage
2.08 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.

Preferred
Bonds 1 2 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
4.02
4.03

4.04

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

Total admitted assets held in foreign investments.

Foreign-currency-denominated investments.
Insurance liabilities denominated in that same foreign
currency

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:

5.01
5.02
5.03

Countries rated NAIC - 1
Countries rated NAIC - 2
Countries rated NAIC - 3 or below

No [ ]
0.00%
0.00%

0.00%

2
0.00%
0.00%
0.00%

6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC
sovereign rating:

6.01
6.02

6.03
6.04

6.05
6.06

Countries rated NAIC - 1:
Country:
Country:

Countries rated NAIC - 2
Country:
Country:

Countries rated NAIC - 3 or below
Country:
Country:

7. Aggregate unhedged foreign currency exposure:

$

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating:
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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:

Are assets held in Canadian investments less than
11.01  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%
44
2.5.5 Financial Condition Exempt from Business Proposal 99(E)

47 of 54 and Total Page Limits



Attachment 2.5.5.1-1 HHBPLA 2020 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting

December 31, 2020

12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in
investments with contractual sales restrictions.

Are assets held in investments with contractual sales
restrictions less than 2.5 % of the reporting entity's
12.01 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
Aggregate statement value of investments with
12.02 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:

Are assets held in equity interests less than 2.5% of
13.01 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%
1311 - - 0.00%
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14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately
placed equities:

Are assets held in nonaffiliated, privately placed
equities less than 2.5% of the reporting entity's total
14.01 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
Aggregate statement value of investments held in
14.02 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
Total
Fund Manager Invested Diversified Nondiversified

JPMorgan Trust Il - JPMorgan
U.S. Treasury Plus Money
14.06 Market Fund $ 41115747 § 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:
Are assets held in general partnership interests less
than 2.5% of the reporting entity's total admitted
15.01 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
Aggregate statement value of investments held in
15.02 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:

Are mortgage loans reported on Schedule B less than
16.01  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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Humana Health Benefit Plan of Louisiana, Inc.

Investment Risk Interrogatories
Statutory Basis of Accounting
December 31, 2020

Humana Healthy Horizons in Louisiana

16.12
16.13
16.14
16.15
16.16

Amounts and percentages of the reporting entity's

total admitted assets held in the following categories

of mortgage loans:

Construction loans

Mortgage loans over 90 days past due

Mortgage loans in the process of foreclosure

Mortgage loans foreclosed

Restructured mortgage loans

Loans

0.00%
0.00%
0.00%
0.00%
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:

17.01
17.02
17.03
17.04
17.05

Loan-to-Value Residential Commercial Agricultural

1 2 3 4 5 6
above 95% $ - 0.00% $ 0.00% $ - 0.00%
91% t0 95% - 0.00% 0.00% - 0.00%
81% 10 90% - 0.00% 0.00% - 0.00%
71% to 80% - 0.00% 0.00% - 0.00%
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

18.02
18.03
18.04
18.05
18.06

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.
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Humana Health Benefit Plan of Louisiana, Inc.

Investment Risk Interrogatories
Statutory Basis of Accounting
December 31, 2020

Humana Healthy Horizons in Louisiana

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

19.02

19.03
19.04
19.05

Are assets held in real estate reported in mezzanine
real-estate loans less than 2.5% of the reporting
entity's total admitted assets?

If response 19.01 above is yes, responses are not
required for the remainder of interrogatory 19.

Aggregate statement value of investments held in
mezzanine real-estate loans:

Largest three investments in any one parcel or group

of contiguous parcels of real estate.

Description
1

Yes [ X ] No [ ]
2 3

$ - 0.00%
2 3

$ - 0.00%

- 0.00%

- 0.00%

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types
of agreements:

20.01
20.02

20.03
20.04

20.05

At End of Each Quarter

At Year-end
1 2
Securities Lending agreements  $ - 0.00%
Repurchase agreements - 0.00%
Reverse repurchase
agreements - 0.00%
Dollar repurchase agreements - 0.00%
Dollar reverse repurchase
agreements - 0.00%
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Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting

December 31, 2020

21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to
other financial instruments, options, caps, and floors:

21.01
21.02
21.03

Hedging
Income Generation
Other

Owned Written
1st Qtr 2nd Qtr
1 2 3 4
$ - 0.00% $ - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for
collars, swaps, and forwards:

22.01
22.02
22.03
22.04

Hedging

Income Generation
Replications

Other

At Year-end At End of Each Quarter
1st 3rd
Qtr 2nd Qtr Qtr
1 2 3 4 5
$ - 0.00% $ - $ - $ -
- 0.00% - - -
- 0.00% - - -
- 0.00% - - -

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for
futures contracts:

23.01
23.02
23.03
23.04

Hedging

Income Generation
Replications

Other

2.5.5 Financial Condition
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Humana Health Benefit Plan of Louisiana, Inc.

Summary Investment Schedule
Statutory Basis of Accounting
December 31, 2020

Humana Healthy Horizons in Louisiana

1. Long-Term Bonds
1.01  U.S. governments
1.02  All other governments
U.S. states, territories and possessions, etc.

1.03 guaranteed

U.S. political subdivisions of states, territories, and
1.04 possessions, guaranteed

U.S. special revenue and special assessment
1.05 obligations, etc. non-guaranteed

1.06  Industrial and miscellaneous
1.07  Hybrid securities
1.08 Parent, subsidiaries and affiliates
1.09  SVO identified funds
1.10  Unaffiliated Bank loans
1.11  Total long-term bonds
2. Preferred stocks
2.01  Industrial and miscellaneous (Unaffiliated)
2.02 Parent, subsidiaries and affiliates
2.03 Total preferred stocks

3. Common stocks
Industrial and miscellaneous Publicly traded
3.01 (Unaffiliated)
3.02 Industrial and miscellaneous Other (Unaffiliated)
3.03  Parent, subsidiaries and affiliates Publicly traded
3.04 Parent, subsidiaries and affiliates Other
3.05 Mutual funds
3.06  Unitinvestment trusts
3.07 Closed-end funds
3.08 Total common stocks
4. Mortgage loans
4.01  Farm mortgages
4.02 Residential mortgages
4.03 Commercial mortgages
4.04 Mezzanine real estate loans
4.05 Total valuation allowance
4.06 Total mortgage loans
5. Real estate
5.01  Properties occupied by company
5.02  Properties held for production of income
5.03  Properties held for sale
5.04 Total real estate
6. Cash, cash equivalents and short-term investments
6.01  Cash
6.02  Cash equivalents
6.03  Short-term investments
Total cash, cash equivalents and short-term
6.04 investments
7. Contract loans
8. Derivatives
9. Other invested assets

10. Receivables for securities

11. Securities Lending
12. Other invested assets

13.  Total invested assets

2.5.5 Financial Condition

Gross Investment Holdings

Admitted Assets as Reported in
the Annual Statement

1 2 1 2
Amount Percentage Amount Percentage
5,224,149 0.91% $ 5,224,149 0.91%
- 0.00% - 0.00%
103,208,147 18.07% 103,208,147 18.07%
59,321,801 10.38% 59,321,801 10.38%
152,946,563 26.77% 152,946,563 26.77%
131,334,416 22.99% 131,334,416 22.99%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
452,035,075 79.13% 452,035,075 79.13%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
69,140 0.01% 69,140 0.01%
119,112,724 20.85% 119,112,724 20.85%
- 0.00% - 0.00%
119,181,864 20.86% 119,181,864 20.86%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
16,750 0.00% 16,750 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
571,233,689 100.00% $ 571,233,689 100.00%
51
Exempt from Business Proposal 106(E)

54 of 54 and Total Page Limits



Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements Humana Healthy Horizons in Louisiana

5 6 4 2 0 1 9 2 2 0 0 0 0 0

9 2 1

Humana Health Benefit Plan of
Louisiana, Inc.

(a wholly owned subsidiary of Humana
Insurance Company, a wholly owned
subsidiary of CareNetwork, Inc., a wholly
owned subsidiary of Humana Inc.)

Financial Statements and Supplemental Schedules
Statutory Basis of Accounting
December 31, 2019 and 2018

2.5.5 Financial Condition Exempt from Business Proposal 107(E)
1of54 and Total Page Limits



Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Index

Statutory Basis of Accounting

December 31, 2019 and 2018

Page
Report of INdependent AUGITOIS .........ooiiiiiiei e e e e e e e e e e e e e e e e eseanbarssaeaeeees 1
Financial Statements
Statements of Admitted Assets, Liabilities and SUPIUS...........cccciiiiiiiiie e 3
Statements of Revenue and EXPENSES.........ocuoi i 4
Statements of Changes iN SUIPIUS ......ooouiiiiii e e st eb e e e 5
Statements of CasSh FIOWS ... 6
Notes to Financial StatemMENTS .........cooiiiiii et 7
Supplemental Investment Information
Investment RiSK INTEITOGALONIES ..........eiiiiiiiiiie e e 42
Summary INVesStMENt SCREAUIE ..........ooiiii ettt e e e saeeeeenes 51
2.5.5 Financial Condition Exempt from Business Proposal 108(E)

2of 54 and Total Page Limits



Attachment 2.5.5.1-2 HHBPLA 2019 Financial Statements Humana Healthy Horizons in Louisiana

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.

PricewaterhouseCoopers LLP, 500 West Main Street, Suite 1800, Louisville, KY 40202

T: (502) 589 6100, F:(502) 585 7875, www.pwc.com/us
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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 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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Humana Health Benefit Plan of Louisiana, Inc.
Statements of Admitted Assets, Liabilities and Surplus
Statutory Basis of Accounting

December 31, 2019 and 2018

Humana Healthy Horizons in Louisiana

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

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Health Benefit Plan of Louisiana, Inc.
Statements of Revenue and Expenses

Statutory Basis of Accounting

December 31, 2019 and 2018

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

The accompanying notes are an integral part of these statutory basis financial statements.
4
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Humana Health Benefit Plan of Louisiana, Inc.
Statements of Changes in Surplus

Statutory Basis of Accounting

December 31, 2019 and 2018

Common Stock

Unassigned
Shares Amount Special Surplus Paid-in Surplus 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

The accompanying notes are an integral part of these statutory basis financial statements.
5
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Humana Health Benefit Plan of Louisiana, Inc.
Statements of Cash Flows

Statutory Basis of Accounting

December 31, 2019 and 2018

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)

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2019 and 2018

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;

7
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Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2019 and 2018

vi.

Vii.

viii.

Cash overdraft balances are recorded as a reduction to cash, whereas under GAAP,
overdraft balances would be classified as liabilities;

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;

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;

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;

Comprehensive income disclosures required by GAAP are omitted; and

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.

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:

Net Income — State of Louisiana basis
State prescribed or permitted practices
Net Income — Codification

Surplus — State of Louisiana basis
State prescribed or permitted practices
a. Furniture and equipment
Surplus — Codification

2019 2018
$ 74,634,568 $ 45,176,845
$ 74,634,568 $ 45,176,845

$ 279,634,856

(775,406)

$ 252,866,515

(1,209,176)

$ 278,859,450

$ 251,657,339

2.5.5 Financial Condition

11 of 54

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.
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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.

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
11
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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

Not Practicable

Aggregate Fair Admitted (Carrying
Value Assets Level 1 Level 2 Level 3 Value)
Bonds, short-term
investments and
cash equivalents $§ 441,692,148 $§ 432,527,575 $ 26,303,500 $ 415,388,648 $ - $

December 31, 2018

Not Practicable

Aggregate Fair Admitted (Carrying
Value Assets Level 1 Level 2 Level 3 Value)
Bonds and short-
term
investments $ 441,448,042 $ 443,636,250 $ -3 441,448,042 $ -3
12
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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.

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.

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.

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.

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.

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
15
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k.

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)

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
17
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Statutory Basis of Accounting

December 31, 2019 and 2018

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.

Estimated Non-Accrued

Risk Amount to be Amounts for Assets
Corridors  Filed or Final Impairment or Amounts Balance Net
Program  Amount Filed Other received from  (Gross of Non-  Non-admitted Admitted

Year with CMS Reasons CMS admissions) Amount Asset

2014 $ 414,667 $ 345229 $ 69,438 $ -5 - $

2015 3,073,969 3,073,969 - - -

2016 - - - - -

Total $ 3488636 $ 3,419,198 § 69,438 $ - 8 - 3

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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December 31, 2019 and 2018

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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Humana Healthy Horizons in Louisiana

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

Cumulative

Balance from
Prior Years Prior Years
(Col 1-3+7) (Col 2-4+8)

1 2

3 4

5

6

7

8

9 10

Receivable | (Payable)

Receivablel (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

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

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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Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2019 and 2018

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.

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:

Estimated Actual
Pharmacy Pharmacy Actual Rebates Rebates
Rebates as Rebates as Actual Rebates Received Received
Reported on Billed or Received Within 91 to More than 181
Financial Otherwise Within 90 Days 180 Days of Days After
Quarter Statements Confirmed of Billing Billing 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.

. 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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Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2019 and 2018

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.

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).

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.

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 Gross Gross
ed Carrying Unrealized Unrealized Estimated
Value Gains Losses 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 Gross Gross
ed 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
24
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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 Estimated

Carrying Value 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) $ 45480,337 $  (255,424) $ 58,198,386 $ (393,135)
25
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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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Gross deferred tax assets $
Statutory valuation allowance adjustment

Adjusted gross deferred tax assets
Deferred tax assets nonadmitted

Subtotal net admitted deferred tax assets
Gross deferred tax liabilities

Net admitted deferred tax asset/(liability) $

2018
Ordinary Capital Total

3,463,924 $ 31,146 $ 3,495,070

- (31,146) (31,146)

3,463,924 - 3,463,924
(79,830) - (79,830)
3,384,094 - 3,384,094
(279,921) - (279,921)
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

es

tablished.

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:
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Federal income taxes paid in prior years recoverable
through loss carrybacks

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

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

Adjusted gross deferred tax assets allowed per
limitation threshold

Adjusted gross deferred tax assets offset by gross
deferred tax liabilities

Deferred tax assets admitted as the result of
application of SSAP No. 101 total

Federal income taxes paid in prior years recoverable
through loss carrybacks

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

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

Adjusted gross deferred tax assets allowed per
limitation threshold

Adjusted gross deferred tax assets offset by gross
deferred tax liabilities

Deferred tax assets admitted as the result of
application of SSAP No. 101 total
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December 31, 2019

Ordinary Capital Total
4,186,108 $ - $ 4,186,108
59,587 - 59,587
XXX XXX 59,587
XXX XXX 41,308,374
209,744 - 209,744
4,455,439 $ - $ 4,455,439

December 31, 2018

Ordinary Capital Total
3,042,962 $ - $ 3,042,962
61,211 - 61,211
XXX XXX 61,211
XXX XXX 37,464,351
279,921 - 279,921
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:

2.5.5 Financial Condition
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DTAs resulting from book/tax
differences in

Ordinary

Discounting of unpaid losses
Advance premiums
Policyholder reserves
Investments
Deferred acquisition costs
Policyholder dividends accrual
Fixed assets
Compensation and benefit accruals
Pension accruals
Receivables - nonadmitted
Net operating loss carryforwards
Tax credit carryforward
Other
Bad debts
Accrued litigation
CMS Rx reserves
CMS risk corridor — ACA
Medicare risk adjustment data
Miscellaneous reserves
Accrued lease
Section 197 intangibles
Reinsurance fee
Provider contracts

Gross ordinary DTAs

Statutory valuation allowance adjustment
Nonadmitted ordinary DTAs

Admitted ordinary DTAs

Capital

Investments
Net capital loss carryforwards
Real estate
Other
Gross capital DTAs

Statutory valuation allowance adjustment
Nonadmitted capital DTAs

Admitted capital DTAs
Admitted DTAs

and Total Page Limits

2019 2018 Change
3,188,518 2,099,628 1,088,890
212,465 270,553 (58,088)
251,320 190,472 60,848
243,601 303,310 (59,709)
63,723 279,493 (215,770)
306,097 113,230 192,867
296,132 157,635 138,497
4,696 10,498 (5,802)
29,329 39,105 (9,776)
4,595,881 3,463,924 1,131,957
(140,442) (79,830) (60,612)
4,455,439 3,384,094 1,071,345
; 31,146 (31,146)
] 31,146 (31,146)
- (31,146) 31,146
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
30
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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
HUMANA INC. 61-0647538
2 154TH STREET MEDICAL PLAZA, INC. 65-0851053
3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-OWNERS, 20-5309363
INC.
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
31
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20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

45
46

47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66

CONTINUCARE CORPORATION
CONTINUCARE MEDICAL MANAGEMENT, INC.
CONTINUCARE MSO, INC.

DENTAL CARE PLUS MANAGEMENT, CORP.
DENTICARE, INC.

EDGE HEALTH MSO, INC.

EDGE HEALTH, P.C.

EMPHESYS INSURANCE COMPANY
EMPHESYS, INC.

FAMILY PHYSICIANS OF WINTER PARK, INC.
FPG ACQUISITION CORP.

FPG ACQUISITION HOLDINGS CORP.

FPG HOLDING COMPANY, LLC

HARRIS, ROTHENBERG INTERNATIONAL, INC.
HEALTH VALUE MANAGEMENT, INC.
HUMANA ACTIVE OUTLOOK, INC.

HUMANA AT HOME (DALLAS), INC.

HUMANA AT HOME (HOUSTON), INC.
HUMANA AT HOME (SAN ANTONIO), INC.
HUMANA AT HOME (TLC), INC.

HUMANA AT HOME 1, INC.

HUMANA AT HOME, INC.

HUMANA BENEFIT PLAN OF ILLINOIS, INC.
HUMANA BENEFIT PLAN OF SOUTH CAROLINA, INC.

HUMANA BENEFIT PLAN OF TEXAS, INC. (f’k/a HUMANA BEHAVIORAL
HEALTH, INC.)
HUMANA DENTAL COMPANY

HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES,
INC. (f/k/a TRANSCEND INSIGHTS, INC.)
HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.

HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC.
HUMANA GOVERNMENT BUSINESS, INC.

HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.
HUMANA HEALTH COMPANY OF NEW YORK, INC.
HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.
HUMANA HEALTH PLAN OF CALIFORNIA, INC.
HUMANA HEALTH PLAN OF OHIO, INC.

HUMANA HEALTH PLAN OF TEXAS, INC.

HUMANA HEALTH PLAN, INC.

HUMANA HEALTHCARE RESEARCH, INC.

HUMANA HOME ADVANTAGE (TX), P.A.

HUMANA INNOVATION ENTERPRISES, INC.

HUMANA INSURANCE COMPANY

HUMANA INSURANCE COMPANY OF KENTUCKY
HUMANA INSURANCE COMPANY OF NEW YORK
HUMANA MARKETPOINT, INC.

HUMANA MEDICAL PLAN OF MICHIGAN, INC.

HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.
HUMANA MEDICAL PLAN OF UTAH, INC.
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59-2716023
65-0791417
65-0780986
36-3512545
76-0039628
84-2214810
84-2752906
31-0935772
61-1237697
59-3164234
81-3802918
81-3819187
32-0505460
27-1649291
61-1223418
20-4835394
75-2739333
76-0537878
01-0766084
75-2600512
65-0274594
13-4036798
37-1326199
84-3226630
75-2043865

59-1843760
80-0072760

46-4912173
58-2209549
61-1241225
72-1279235
26-2800286
61-1041514
26-3473328
31-1154200
61-0994632
61-1013183
42-1575099
81-0789608
61-1343791
39-1263473
61-1311685
20-2888723
61-1343508
27-3991410
27-4460531
20-8411422
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67
68
69
70

71
72
73

74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98

HUMANA MEDICAL PLAN, INC.
HUMANA PHARMACY SOLUTIONS, INC.
HUMANA PHARMACY, INC.

HUMANA REAL ESTATE COMPANY (f/k/a PRESERVATION ON MAIN,
INC.)
HUMANA REGIONAL HEALTH PLAN, INC.

HUMANA VETERANS HEALTHCARE SERVICES, INC.

HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE
CORPORATION
HUMANADENTAL INSURANCE COMPANY

HUMANADENTAL, INC.

HUMCO, INC.

HUM-e-FL, INC.

MANAGED CARE INDEMNITY, INC.

MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS
METCARE OF FLORIDA, INC.

METROPOLITAN HEALTH NETWORKS, INC.

PARTNERS IN INTEGRATED CARE, INC.

PARTNERS IN PRIMARY CARE (GA), P.C.

PARTNERS IN PRIMARY CARE (KS), P.C.

PARTNERS IN PRIMARY CARE (NC), P.C.

PARTNERS IN PRIMARY CARE, P.A.

PHP COMPANIES, INC.

PREFERRED HEALTH PARTNERSHIP, INC.

PRIMARY CARE HOLDINGS, INC.

ROHC, LLC

SENIORBRIDGE FAMILY COMPANIES (FL), INC.
SENIORBRIDGE FAMILY COMPANIES (NY), INC.

TEXAS DENTAL PLANS, INC.

THE DENTAL CONCERN, INC.

TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.
TRANSCEND POPULATION HEALTH MANAGEMENT, LLC
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61-1103898
45-2254346
61-1316926
20-1724127

20-2036444
20-8418853
39-1525003

39-0714280
61-1364005
61-1239538
61-1383567
61-1232669
27-4379634
65-0879131
65-0635748
47-2905609
83-2624178
82-2000699
82-1926920
47-1161014
62-1552091
62-1250945
46-1225873
75-2844854
65-1096853
36-4484443
74-2352809
52-1157181
47-2770181
47-2111323
47-2750105
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.

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
Ordinary Extraordinary Date Paid

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

Dividend

>

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.

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.

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.
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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. $531,017,423.

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

1 2 3 4
Percentage of
Description of Total Admitted
Issuer Exposure Amount 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 11,499,256 217%
2.04 Shreveport Louisiana BONDS 10,108,117 1.90%

Louisiana Local Government
Environmental Facilities Community

2.05 Development Authority BONDS 9,779,323 1.84%
St. Tammany Parish Wide School District

2.06 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.

Preferred
Bonds 1 2 Stocks 3 4
3.01  NAIC-1 $ 383,200,390 72.16% 3.07 PIRP-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 NAIC4 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:

Are assets held in foreign investments less than 2.5% of

4.01  the reporting entity's total admitted assets?

4.02 Total admitted assets held in foreign investments.

4.03 Foreign-currency-denominated investments.
Insurance liabilities denominated in that same foreign

4.04 currency

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

Yes [ X ] No [ |
$ 2,999,138 0.56%
- 0.00%

- 0.00%

5. Aggregate foreign investment exposure categorized by NAIC sovereign rating:

5.01 Countries rated NAIC - 1
5.02 Countries rated NAIC - 2
5.03  Countries rated NAIC - 3 or below

1 2

0.00%
- 0.00%
- 0.00%

6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC

sovereign rating:

Countries rated NAIC - 1:

6.01 Country:
6.02 Country:
Countries rated NAIC - 2
6.03 Country:
6.04 Country:
Countries rated NAIC - 3 or below
6.05 Country:
6.06 Country:

7. Aggregate unhedged foreign currency exposure:

0.00%
- 0.00%

0.00%
- 0.00%

0.00%
- 0.00%

$ - 0.00%

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating:

8.01 Countries rated NAIC - 1
8.02  Countries rated NAIC - 2
8.03 Countries rated NAIC - 3 or below
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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 - -9 - 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:

Are assets held in Canadian investments less than
11.01  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

12.02

12.03
12.04
12.05

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
Aggregate statement value of investments with
contractual
sales restrictions $ -

Largest 3 investments with contractual sales
restrictions

13. Amounts and percentage of admitted assets held in the largest 10 equity interests:

Are assets held in equity interests less than 2.5% of

13.01 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
Name of Issuer
13.02 - $ -
13.03 - -
13.04 - -
13.05 - -
13.06 - -
13.07 - -
13.08 - -
13.09 - -
13.10 - -
13.11 - -
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14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately
placed equities:

Are assets held in nonaffiliated, privately placed
equities less than 2.5% of the reporting entity's total
14.01 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
Aggregate statement value of investments held in
14.02 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:
Are assets held in general partnership interests less
than 2.5% of the reporting entity's total admitted
15.01 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
Aggregate statement value of investments held in
15.02 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

16.02
16.03
16.04
16.05
16.06
16.07
16.08
16.09
16.10
16.11

16.12
16.13
16.14
16.15
16.16

2.5.5 Financial Condition
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Are mortgage loans reported on Schedule B less than
2.5% of the reporting entity's total admitted assets?

If response to 16.01 above is yes, responses are not
required for the remainder of interrogatory 16 and
interrogatory 17.

1
Type (Residential, Commercial, Agricultural)

Amounts and percentages of the reporting entity's
total admitted assets held in the following categories
of mortgage loans:

Construction loans

Mortgage loans over 90 days past due
Mortgage loans in the process of foreclosure
Mortgage loans foreclosed

Restructured mortgage loans
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Yes

[ X]

No [ ]

- 0.00%
- 0.00%
- 0.00%
- 0.00%
- 0.00%
- 0.00%
- 0.00%
- 0.00%
- 0.00%
- 0.00%

Loans

- 0.00%
- 0.00%
- 0.00%
- 0.00%
- 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:

Are assets held in real estate reported in Schedule A

less than 2.5% of the reporting entity's total admitted
18.01 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.

Are assets held in real estate reported in mezzanine
real-estate loans less than 2.5% of the reporting
19.01  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.

Aggregate statement value of investments held in
19.02 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
2nd
1st Qtr Qtr 3rd Qtr
1 2 3 4 5
20.01 Securities Lending agreements  $ - 0.00% $ - $ -9 -
20.02 Repurchase agreements - 0.00% - - -
Reverse repurchase
20.03 agreements - 0.00% - - -
20.04 Dollar repurchase agreements - 0.00% - - -
Dollar reverse repurchase
20.05 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 3rd
Qtr 2nd Qtr Qtr
1 2 3 4 5

22.01 Hedging $ - 0.00% $ -9 -9 -
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
3rd
1st Qtr 2nd Qtr Qtr
1 2 3 4 5
23.01 Hedging $ - 0.00% $ - $ - 9 -
23.02 Income Generation - 0.00% - - -
23.03 Replications - 0.00% - - -
23.04 Other - 0.00% - - -
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1. Long-Term Bonds
1.01  U.S. governments
1.02  All other governments
U.S. states, territories and possessions, etc.
1.03 guaranteed

U.S. political subdivisions of states, territories, and

1.04 possessions, guaranteed
U.S. special revenue and special assessment
1.05 obligations, etc. non-guaranteed

1.06  Industrial and miscellaneous
1.07  Hybrid securities
1.08 Parent, subsidiaries and affiliates
1.09  SVO identified funds
1.10  Unaffiliated Bank loans
1.11  Total long-term bonds
2. Preferred stocks
2.01 Industrial and miscellaneous (Unaffiliated)
2.02 Parent, subsidiaries and affiliates
2.03 Total preferred stocks

3. Common stocks
Industrial and miscellaneous Publicly traded
3.01 (Unaffiliated)
3.02 Industrial and miscellaneous Other (Unaffiliated)
3.03 Parent, subsidiaries and affiliates Publicly traded
3.04  Parent, subsidiaries and affiliates Other
3.05 Mutual funds
3.06  Unit investment trusts
3.07 Closed-end funds
3.08 Total common stocks
4. Mortgage loans
4.01  Farm mortgages
4.02 Residential mortgages
4.03 Commercial mortgages
4.04 Mezzanine real estate loans
4.05 Total mortgage loans
5. Real estate
5.01  Properties occupied by company
5.02  Properties held for production of income
5.03  Properties held for sale
5.04 Total real estate
6. Cash, cash equivalents and short-term investments
6.01 Cash
6.02 Cash equivalents
6.03 Short-term investments
Total cash, cash equivalents and short-term
6.04 investments
7. Contract loans
8. Derivatives
9. Other invested assets
10. Receivables for securities
11. Securities Lending
12. Other invested assets
13
Total invested assets

2.5.5 Financial Condition
54 of 54

Gross Investment Holdings

Admitted Assets as Reported
in the Annual Statement

and Total Page Limits

1 2 1 2
Amount Percentage Amount Percentage
5,917,815 1.38% $ 5,917,815 1.38%
- 0.00% - 0.00%
73,422,668 17.09% 73,422,668 17.09%
56,152,055 13.07% 56,152,055 13.07%
130,494,906 30.38% 130,494,906 30.38%
138,736,326 32.30% 138,736,326 32.30%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
404,723,770 94.22% 404,723,770 94.22%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
(3,000,915) (0.70)% (3,000,915) (0.70)%
26,303,500 6.12% 26,303,500 6.12%
1,500,305 0.35% 1,500,305 0.35%
24,802,890 5.78% 24,802,890 5.78%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
5,431 0.00% 5,431 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
429,532,091 100.00% $ 429,532,091 100.00%
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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.

PricewaterhouseCoopers LLP, 500 West Main Street, Suite 1800, Louisville, KY 40202-4264
T: (502) 589 6100, F:(502) 585 7875, www.pwc.com/us
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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

2
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Humana Health Benefit Plan of Louisiana, Inc.
Statements of Admitted Assets, Liabilities and Surplus
Statutory Basis of Accounting

December 31, 2018 and 2017

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 fromHumana 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 liabilties and surplus $ 504,294,189 $ 595,575,673

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

3
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Humana Healthy Horizons in Louisiana

HumanaHealth Benefit Plan of Louisiana, Inc.

Statements of Revenue and Expenses
Statutory Basis of Accounting
December 31, 2018 and 2017

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

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

4
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HumanaHealth Benefit Plan of Louisiana, Inc.
Statements of Changes in Surplus

Statutory Basis of Accounting
December 31, 2018 and 2017

Humana Healthy Horizons in Louisiana

Balances atJanuary 1, 2017

Netincome

Projected HCRL fee assessment

Change in netunrealized capital gain, less
capital gainstax of $0

Change in netdeferredincometaxes

Change in nonadmitted assets

Correction of prior period error

Dividendsorreturn of capital paid

Balances at December 31,2017

Netincome

HCRL fee moratorium

Change in net unrealized capital loss, less
capital gainstax of $0

Change in net deferredincometaxes
Change in nonadmitted assets

Other

Dividendsorreturn of capital paid

Balances at December 31,2018

Common Stock

Unassigned
Shares Amount Special Surplus Paid-in Surplus Surplus Total

1,000 1,000 $ - $ 65,993,254 178,182,446 $ 244,176,700
- - - - 81,909,866 81,909,866

- - 41,411,031 - (41,411,031) -

- - - - 84,450 84,450

- - - - (6,637,820) (6,637,820)

- - - - 410,067 410,067

- - - - (657,142) (657,142)

- - - - (25,000,000) (25,000,000)
1,000 1,000 41,411,031 65,993,254 186,880,836 294,286,121
- - - - 45,176,845 45,176,845

- - (41,411,031 - 41,411,031 -

- - - - (148,313) (148,313)

- - - - (4,740,495) (4,740,495)

- - - - 525,459 525,459

- - - (233,102) - (233,102)

- - - - (82,000,000) (82,000,000)
1,000 1,000 $ - $ 65,760,152 187,105,363 $ 252,866,515

The accompanying notes are an integral part of these statutory basis financial statements.
5
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HumanaHealth Benefit Plan of Louisiana, Inc.
Statements of Cash Flows

Statutory Basis of Accounting

December 31, 2018 and 2017

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 frominvestments 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 financing 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

The accompanying notes are an integral part of these statutory basis financial statements.
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HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

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 senices
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 Senvices
(CMS), the Company provides health and pharmacy insurance cowerage 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 owerdraft 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;

7
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HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

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;

vili. 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.

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

8
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HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

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
cowerage 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 abowe, 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.

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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HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

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.

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 recowvery 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 hawve 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 wolatility 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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HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

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.

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.

Lewvel 2 Obsenvable 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 Unobsenvable inputs that are supported by little or no market activity and are
significant to the fair value of the assets or liabilities. Lewvel 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 Lewvel 2. The
Company obtains at least one price for each security from a third party pricing senice. 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 senice 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 senice 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 senice 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 werification procedures and review of fair value methodology documentation
provided by the third party pricing senice, there were no material adjustments to the prices
obtained from the third party pricing senice 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

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, 2018 and 2017 were as follows:

December 31, 2018

Not
Practicable
Aggregate Fair Admitted (Carrying
Value Assets Level 1 Level 2 Level 3 Value)
Bonds and short-
term
investments $ 441,448,042 $ 443,636,250 $ - $ 441,448,042 $ - 3
December 31, 2017
Not
Practicable
Aggregate Fair Admitted (Carrying
Value Assets Level 1 Level 2 Level 3 Value)

Bonds and cash
equiv alents $ 450,340,608 $ 445,795,565 $ 20,006,943 $ 430,333,665 $ -8

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 lewvels 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.

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, ifthe 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.

Earned Premiums: Premiums are reported as earned in the period in which members are
entitled to receive senices, 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 Senices (HHS).

Pursuant to the HCRL, the Company did not have any rebates incurred, paid or unpaid as of
December 31, 2018 and 2017.

Medicare Part D: The Company cowers 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 cowverage 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 cowverage 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
owerall 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 cowerage level. Low-income cost
subsidies represent funding from CMS for all or a portion of the deductible, the coinsurance and
co-payment amounts abowve 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

reserves (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)

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 cowered 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 cowerage 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 adjustmentsreceivable due to HCRL Risk Adjustment
(including highrisk pool payments) $ - $ -
Liabilities
Risk adjustment user feespayable for HCRL Risk Adjustment 30,968 60,046
Premium adjustmentspayable due to HCRL Risk Adjustment
(including highrisk pool payments) 1,340,537 35,992,537

Operations (Revenue & Expenses)
Reported asrevenue in premium foraccident and health contracts

(written/collected) due to HCRL Risk Adjustment (4,304,043) (45,597,207)
Reported in expensesasHCRL risk adjustment user fees
(incurred/paid) 29,731 62,171
17
2.5.5 Financial Condition Exempt from Business Proposal 179(E)

19 of 54 and Total Page Limits



Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements Humana Healthy Horizons in Louisiana

HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

HCRL Risk Corridor
Assets 2018 2017
Accrued retrospective premiumdue to HCRL Risk Corridors $ - $
Liabilities
Reserve forrate credits or policy experience ratingrefundsdue to
HCRL Risk Corridors
Operations (Revenue & Expenses)

Effect of HCRL Risk Corridors on net premiumincome 3,625 4,119
Effect of HCRL Risk Corridors on change in reservesforrate
credits

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

Estimated Non-Accrued

Risk Amount to be Amounts for Assets
Corridors Filed or Final Impairment or Amounts Balance Net
Program Amount Filed Other received from  (Gross of Non- Non-admitted Admitted

Year w ith CMS Reasons CMS admissions) Amount Asset

2014 $ 414,667 $ 345,229 $ 69,438 $ - 8 - 8

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 recowveries 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 recoweries, as ceded premiums (a reduction of earned premiums)
and similarly the Company accounted for any recowveries 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

Amountsrecoverablefor claimspaid dueto HCRL Reinsurance  $ - $ 735,327
Amountsrecoverable for claimsunpaid due to HCRL
Reinsurance (Contra Liability)
Amountsreceivable relatingto uninsured plansfor
contributionsfor HCRL Reinsurance
Liabilities
Liabilitesfor contributionspayable dueto HCRL Reinsurance —
not reported asceded premium
Ceded reinsurance premiumspayable dueto HCRL
Reinsurance
Liabilitesforamountsheld underuninsured planscontributions
forHCRL Reinsurance
Operations (Revenues & Expenses)
Ceded reinsurance premiumsdue to HCRL Reinsurance
Reinsurance recoveries(income statement) due to HCRL
Reinsurance paymentsor expected payments 966 1,107,754
HCRL Reinsurance contributions— not reported asceded
premiums

Amounts recowverable 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 abowve, 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

Y ear on Business Written

Before December 31 of
the Prior Year

Differences

Adj

ustments

Unsettled Balances as of
the Reporting Date

Receivedor Paid as of the

Current Y ear on Business

Written Before December
31 of the Prior Year

Prior
Y ear
Accrued
Less
Pay ment
s (Col 1-
3)

Prior Y ear
Accrued
Less
Pay ments
(Col 2-4)

To Prior
Y ear
Balances

To Prior
Year
Balances

Cumulativ
e Balance
from Prior

Cumulative

Balance from
Years (Cal| PriorYears (Col
1-347) 2-4+8)

1 2

3 4

5

6

7

8

9 10

Receivable| (Pay able)

Receivable|  (Pay able)

Receiv abg

(Pay able)

Receivabg

(Payable)

Ref

Receivabg (Pay able)

a. Permanent ACARisk

Adjustment Program

1.

Premium adjustments
receiv able (including high
risk pool pay ments)

1,040

(1,040)

1,040

Premium adjustments
(pay ables) (including
high risk pool

pay ments)

(35,992,537)

(38,957,083)

2,964,546

(2,964,546)

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
for claims paid

735,327

736,293

(966)

966

Amounts recoverable
for claims unpaid
(contra liability)

Amounts recevable
relating to uninsured
plans

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

Ceded reinsurance
premiums payable

Ciability for amounts
held under uninsured
plans

Subtotal ACA
Transitional
Reinsurance Program

735,327 -

736,293

(966)

966

C.

Temporary ACA Risk
Corridors Program

Accrued retrospective
premium

3,625

(3,625)

3,625

Reserv e for rate credits
or policy experience
rating refunds

Subtotal ACA Risk
Corridors Program

3,625

(3,625)

3,625

d.

TotalTor ACARIsK
Sharing Provisions

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.

Unsettled Balances as of
Receivedor Paid as of Differences Adjustments the Reporting Date

the Current Period on Accrued Accrued
Accrued as of December | Business Written for the Less Less Cumulative|Cumulative
31 of the Prior Reporting Risk Corridors Program Pay ments Pay ments Balance Balance Balance

Y ear Y ear (Col 1 -3) (Col 2 -4) Balances s (Col 1-3+7) |(Col 4-4+8)

1 2 3 4 5 6 7 8 9 10

Risk Corridors
Program Y ear Receivable | (Payable) Receivable| (Payable)] Receivable | (Payable) | Receivabld (Payable)|Ref Receivable| (Payable)

Accrued
retrospective
premium - 3,625 (3,625) 3,625 A.
Reserve for
2014 rate credits
or policy
experience
rating
refunds
Accrued
retrospective
premium
Reserve for
2015 rate credits
or policy
experience
rating
refunds
Accrued
retrospectve
premium
Reserv e for
2016 rate credits
or policy
experience
rating
refunds

Total for 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.
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. Pharmacy Rebates: The Company benefits from seweral 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 inwiced 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:

Estimated Actual
Pharmacy Pharmacy Actual Rebates Rebates
Rebates as Rebates as Actual Rebates Received Received
Reported on Billed or Received Within 91 to More than 181
Financial Otherwise Within 90 Days 180 Days of Days After
Quarter Statements Confirmed of Billing Billing 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 inwice or confirmation date are nonadmitted.
Pharmacy rebates receivable of $142,575 and $34,538 were nonadmitted at December 31,
2018 and 2017, respectively.

m. BenefitsIncurred 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
senices incurred in the current and prior periods and adjusts as necessary.

Benefits expense is recognized in the period in which senices are provided and includes an
estimate of the cost of senices which have been incurred but not yet reported, or IBNR. The
Company’s resening 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
adwerse 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 resene 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,
seniced, 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 resenes 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.

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 inwice 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).

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.

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, territoriesand possessions 119,014,807 1,840,546 (213,049) 120,642,304
Political subdivisionsof states,
territoriesand possessions 48,454,630 550,705 (295,501) 48,709,834
Special revenue and special
assessment obligationsand all
non-guaranteed obligations of
agenciesand authorities of
governmentsand 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, territoriesand possessions 110,472,629 2,980,579 (164,110) 113,289,098
Political subdivisionsof states,
territoriesand possessions 46,396,584 1,111,884 (266,079) 47,242,389
Special revenue and special
assessment obligationsand all
non-guaranteed obligations of
agenciesand authorities of
governmentsand 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
Dueinone yearorless $ 32,888,852 $ 32,672,236
Due afterone yearthrough five years 207,613,289 206,263,830
Due afterfive yearsthrough ten years 142,685,450 142,792,931
Due afterten 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:

U.S. Governments

States, territories and
possessions

Political subdivisions of
states, temitories and
possessions

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

Industrial and misc.

Total invested
assets
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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
10,697,561 $ (242,275) $ 29,803,778 $ (1,485,930) 40,501,339 % (1,728,206)
14,056,982 (62,726) 15,005,393 (150,323) 29,062,375 (213,049)
7,330,172 (24,510) 12,124,742 (270,991) 19,454,914 (295,501)
12,290,258 (35,142) 31,343,779 (619,710) 43,634,037 (654,852)
38,975,900 (606,955) 80,845,382 (2,279,990) 119,821,282 (2,886,944)
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, temitories 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
governments 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
resernves 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 netadmitted 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
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 netadmitted deferred tax assets 6,610,520 - 6,610,520
Gross deferred tax liabilities (6,363) - (6,363)
Net admitted deferred tax asset/(liability) $ 6,604,157 - $ 6,604,157
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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 taxespaidin prior yearsrecoverable
through losscarrybacks $ 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
limitationthreshold XXX XXX 37,464,351
Adjusted gross deferred tax assets offset by gross
deferred tax liabilities 279,921 - 279,921
Deferred tax assets admitted asthe result of
application of SSAP No. 101 total $ 3,384,094 $ - $ 3,384,094
28
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December 31, 2017

Ordinary Capital Total

Federal income taxespaidin prior yearsrecoverable

through losscarrybacks $ 6,190,238 $ - $ 6,190,238
Adjusted gross deferred tax assets expected to be

realized after application of the threshold limitation 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

limitationthreshold XXX XXX 43,152,295
Adjusted gross deferred tax assets offset by gross

deferred tax liabilities 6,363 - 6,363

Deferred tax assets admitted asthe 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 limitationamount 431% 509%
Amount of adjusted capitaland surplusused to determine
recovery period and threshold limitation $ 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 yearincome tax provision $ 16,036,199 $ 39,604,558
Revisionsin prioryears’ estimated taxes (2,500,849) (299,018)
Federal income tax expense excluding thetax on realized
capital losses and before changein netdeferred
income taxes 13,535,350 39,305,540
Taxon realized capital losses (7,157) (635)
Change in netdeferredincometaxes 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:

DTAs resulting from book/tax
differencesin
Ordinary

Discounting of unpaidlosses
Advance premiums
Policyholderreserves
Investments
Deferred acquisition costs
Policyholder dividendsaccrual
Fixed assets
Compensationand benefit accruals
Pension accruals
Receivables-nonadmitted
Net operating losscarryforwards
Tax credit carryforward
Other
Bad debts
Accrued litigation
CMS Rx reserves
CMS risk corridor— ACA
Medicare riskadjustment data
Miscellaneousreserves
Accrued lease
Section 197 intangibles
Reinsurance fee
Provider contracts

Gross ordinary DTAs

Statutory valuation allowance adjustment
Nonadmitted ordinary DT As

Admittedordinary DTAs

Capital

Investments
Net capital losscarryforwards
Real estate
Other
Gross capital DTAs

Statutory valuation allowance adjustment
Nonadmitted capital DT As
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Admitted capital DT As
Admitted DT As

2018 2017 Change

2,099,628 $ 3,501,462 (1,401,834)
270,553 477,239 (206,686)

- 788,471 (788,471)

190,472 2,333,335 (2,142,863)
303,310 306,830 (3,520)
279,493 122,278 157,215
113,230 154,860 (41,630)
157,635 178,706 (21,071)
10,498 18,800 (8,302)
39,105 48,880 (9,775)
3,463,924 7,930,861 (4,466,937)
(79,830) (1,320,341) 1,240,511
3,384,094 6,610,520 (3,226,426)
31,146 - 31,146
31,146 - 31,146
(31,146) - (31,146)
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 -
Policyholderreserves -
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/(liabilities) $ 3,104,173 $ 6,604,157 $ (3,499,989

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:

Surplusimpact

Tax Reform Effect on Operations $ (5,282,998)
Tax Reform Effect on Deferred TaxesNon-Admitted 880,227

Tax Reform Effect on Unrealized Gainsand 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 nhonadmitted 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
31
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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 8 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
seweral state jurisdictions. The U.S. Internal Revenue Senice (IRS) has completed its examinations
of Humana’s consolidated income tax returns for 2017 and prior years. Humana’s 2018 tax retum 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 SCHEDUL E

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 154THSTREET MEDICAL PLAZA, INC. 65-0851053
3 516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-OWNERS, 20-5309363
INC.
4 B54THSTREET MEDICALPLAZA, INC. 65-0293220
5 AMERICAN ELDERCARE, INC. 65-0380198
6 ARCADIAN HEALTHPLAN, 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 HEALTHPLANS, INC. 59-2598550
11 CARITEN HEALTHPLANINC. 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 COMPBENEFITSDENTAL, INC. 36-3686002
17 COMPBENEFITSDIRECT, INC. 58-2228851
18 COMPBENEFITSINSURANCE 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 PLUSMANAGEMENT, CORP. 36-3512545
25 DENTICARE, INC. 76-0039628
26 EMPHESYS INSURANCE COMPANY 31-0935772
27 EMPHESYS, INC. 61-1237697
28 FAMILY PHYSICIANS OF WINTERPARK, INC. 59-3164234
29 FPGACQUISITION CORP. 81-3802918
30 FPGACQUISITION HOLDINGS CORP. 81-3819187
31 FPGHOLDING COMPANY,LLC 32-0505460
32 HARRIS, ROTHENBERG INTERNATIONAL, INC. 27-1649291
33
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33 HEALTHVALUE MANAGEMENT, INC.
34 HUMANA ACTIVE OUTLOOK, INC.
35 HUMANA AT HOME (DALLAS), INC.
36 HUMANA AT HOME (HOUST ON), INC.
37 HUMANA AT HOME (MA), INC.
38 HUMANA AT HOME (SAN ANTONIO), INC.
39 HUMANA AT HOME (TLC), INC.
40 HUMANA AT HOME 1, INC.
41 HUMANA AT HOME, INC.
42 HUMANA BEHAVIORAL HEALTH, INC.
43 HUMANA BENEFIT PLAN OF ILLINOIS, INC.
44 HUMANA DENTAL COMPANY
45 HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.
46 HUMANA EMPLOYERS HEALTHPLAN OF GEORGIA, INC.
47 HUMANA GOVERNMENT BUSINESS, INC.
48 HUMANA HEALTHBENEFIT PLAN OF LOUISIANA, INC.
49 HUMANA HEALTH COMPANY OF NEW YORK, INC.
50 HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.
51 HUMANA HEALTHPLAN OF CALIFORNIA, INC.
52 HUMANA HEALTHPLAN OF OHIO, INC.
53 HUMANA HEALTHPLAN OF TEXAS, INC.
54 HUMANA HEALTHPLAN, INC.
55 HUMANA HEALTHCARE RESEARCH, INC. (f/k/a COMPREHENSIVE
HEALTH INSIGHTS, INC.)
56 HUMANA HOME ADVANTAGE (TX),P.A.
57 HUMANA INNOVATION ENTERPRISES, INC
58 HUMANA INSURANCE COMPANY
59 HUMANA INSURANCE COMPANY OF KENTUCKY
60 HUMANA INSURANCE COMPANY OF NEW YORK
61 HUMANA MARKETPOINT, INC.
62 HUMANA MEDICAL PLAN OF MICHIGAN, INC.
63 HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.
64 HUMANA MEDICAL PLAN OF UTAH, INC.
65 HUMANA MEDICAL PLAN, INC.
66 HUMANA PHARMACY SOLUTIONS, INC.
67 HUMANA PHARMACY, INC.
68 HUMANA REGIONAL HEALTHPLAN, INC
69 HUMANA VETERANS HEALTHCARE SERVICES, INC.
70 HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE
CORPORATION
71 HUMANADENTAL INSURANCE COMPANY
72 HUMANADENTAL, INC
73  HUMCO, INC.
74  HUM-e-FL, INC.
75 KANAWHA INSURANCE COMPANY
76 KMG AMERICA CORPORATION
77 MANAGED CARE INDEMNITY, INC.
78 MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS
79 METCARE OF FLORIDA, INC.
34
2.5.5 Financial Condition Exempt from Business Proposal

36 of 54

and Total Page Limits

61-1223418
20-4835394
75-2739333
76-0537878
04-3580066
01-0766084
75-2600512
65-0274594
13-4036798
75-2043865
37-1326199
59-1843760
46-4912173
58-2209549
61-1241225
72-1279235
26-2800286
61-1041514
26-3473328
31-1154200
61-0994632
61-1013183
42-1575099

81-0789608
61-1343791
39-1263473
61-1311685
20-2888723
61-1343508
27-3991410
27-4460531
20-8411422
61-1103898
45-2254346
61-1316926
20-2036444
20-8418853
39-1525003

39-0714280
61-1364005
61-1239538
61-1383567
57-0380426
20-1377270
61-1232669
27-4379634
65-0879131
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7.

80 METROPOLITANHEALTHNETWORKS, INC.

81 PARTNERSIN INTEGRATED CARE, INC.

82 PARTNERSIN PRIMARY CARE (GA), P.C.

83 PARTNERSIN PRIMARY CARE (KS), P.A.

84 PARTNERSIN PRIMARY CARE (NC), P.C.

85 PARTNERSIN PRIMARY CARE, P.A.

86 PHP COMPANIES, INC.

87 PREFERRED HEALTHPARTNERSHIP, INC.

88 PRESERVATION ON MAIN, INC.

89 PRIMARY CARE HOLDINGS, INC.

90 ROHC, LLC

91 SENIORBRIDGE (NC), INC.

92 SENIORBRIDGE CARE MANAGEMENT, INC.

93 SENIORBRIDGE FAMILY COMPANIES (AZ), INC.
94 SENIORBRIDGE FAMILY COMPANIES (CA), INC.
95 SENIORBRIDGE FAMILY COMPANIES (CT), INC.
96 SENIORBRIDGE FAMILY COMPANIES (FL), INC.
97 SENIORBRIDGE FAMILY COMPANIES (IL), INC.

98 SENIORBRIDGE FAMILY COMPANIES (MD), INC.
99 SENIORBRIDGE FAMILY COMPANIES (MO), INC.

100 SENIORBRIDGE FAMILY COMPANIES (NJ), INC.
101 SENIORBRIDGE FAMILY COMPANIES (NY), INC.
102 SENIORBRIDGE FAMILY COMPANIES (OH), INC.
103 SENIORBRIDGE FAMILY COMPANIES (PA), INC.
104 SENIORBRIDGE FAMILY COMPANIES (VA), INC.
105 TEXASDENTALPLANS, INC.

106 THEDENTAL CONCERN, INC.

107 TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.
108 TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.
109 TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.

110 TRANSCEND INSIGHTS, INC.

111 TRANSCEND POPULATIONHEALTH MANAGEMENT, LLC

Benefitsand 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:

65-0635748
47-2905609
83-2624178
82-2000699
82-1926920
47-1161014
62-1552091
62-1250945
20-1724127
46-1225873
75-2844854
56-2593719
80-0581269
46-0702349
45-3039782
27-0452360
65-1096853
02-0660212
81-0557727
46-0677759
36-4484449
36-4484443
20-0260501
38-3643832
46-0691871
74-2352809
52-1157181
47-2770181
47-2111323
47-2750105
80-0072760
46-5329373

2018 2017

Balance atJanuary 1, $ 189,459,246 $ 162,844,891

Benefitsincurred and lossadjustment expensesrelated to
Currentyear 1,755,624,658 1,791,436,720
Prioryear (17,862,658) (16,346,058)
1,737,762,000 1,775,090,662

Benefitsand lossadjustment expensespaid relatedto

Currentyear 1,598,384,131 1,604,832,874
Prioryear 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.

Dividend or Return of Capital

Amount
Ordinary Extraordinary Date Paid
Dividend $ 4,420,000 $ 77,580,000 April 20,2018
Total paidin2018 $ 4,420,000 $ 77,580,000
Dividend $ 2,610,000 $ 22,390,000 May 30, 2017
Total paidin2017 $ 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.

36

2.5.5 Financial Condition Exempt from Business Proposal 198(E)
38 0f 54 and Total Page Limits



Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements Humana Healthy Horizons in Louisiana

HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

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 enroliment, and telemarketing and other senices 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 senices performed. Management
fee expenses related to senices 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 inteniew
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 senice 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 wolume rebates on certain prescription drugs utilized by its
members. The Company has an agreement with HP S 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
hawe initial or remaining noncancelable lease terms in excess of one year, were as follows:

Years Ended December 31,
2019

2020

2021

2022

2023

Thereafter

Total minimum lease payments

12. Contingencies and Concentrations of Risk

$ 1,595,690
129,322

3,998

$ 1,729,010

a. CMS Contracts: The Company’s MA and Medicare Part D contracts (the Contracts) with CMS

2.5.5 Financial Condition
40 of 54

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 hawe
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
awverage 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 datato 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-senice 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 wiill
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 Senices (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-
Senvice 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 onthe results ofthese internal contractlevel 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 abowe. If implemented, the Proposed Rule would use extrapolation in
RADYV 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, howewer, 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 havwe a material adwerse 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 adwverse 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 "Owerpayment 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.

40

2.5.5 Financial Condition Exempt from Business Proposal 202(E)

42 of 54

and Total Page Limits



Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements Humana Healthy Horizons in Louisiana

HumanaHealth Benefit Plan of Louisiana, Inc.
Notes to Financial Statements

Statutory Basis of Accounting

December 31, 2018 and 2017

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.

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
gowvernmental 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.
Newertheless, 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 Crisk 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 woluntarily 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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HumanaHealth Benefit Plan of Louisiana, Inc.

Investment Risk Interrogatories
Statutory Basis of Accounting
December 31, 2018 and 2017

Humana Healthy Horizons in Louisiana

Of the Humana Health Benefit Plan of Louisiana, Inc.

Insurance Company Address (City, State, Zip Code)

7436

P.O. Box 740036 Louisville, Kentucky 40201-

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.

2.01
2.02
2.03
2.04
2.05
2.06
2.07
2.08
2.09
2.10

Issuer
LOUISIANA ST
LOUISIANA ST GAS & FUELS TAX R
LOUISIANA ST LOCAL GOVT ENVRNM
BOSSIER PARISH LA PARISHWIDE S
NEW ORLEANS LA
SAINT TAMMANY LA PARISHWIDE SC
LOUISIANA ST PUBLIC FACS AUTH
LOUISIANA ST HIGHWAY IMPT REVE
SHREVEPORT LA
JOHN DEERE CAPITAL CORP

2

Description of

Exposure
BONDS
BONDS
BONDS
BONDS
BONDS
BONDS
BONDS
BONDS
BONDS
BONDS

$

Amount
106,721,150
19,731,235
12,079,310
11,802,581
11,482,202
8,425,826
5,933,453
5,773,735
5,139,940
5,028,834

4
Percentage of
Total Admitted
Assets

21.16%
3.91%
2.40%
2.34%
2.28%
1.67%
1.18%
1.14%
1.02%
1.00%

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

3.01
3.02
3.03
3.04
3.05
3.06

2.5.5 Financial Condition
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Bonds 1
NAIC-1 $ 419,694,132
NAIC-2 20,574,618
NAIC-3 1,477,500
NAIC-4 1,890,000
NAIC-5 -
NAIC-6 -

2
83.22%
4.08%
0.29%
0.37%
0.00%
0.00%

42

Preferred
Stocks
3.07 P/RP-1
3.08 P/RP-2
3.09 P/RP-3
3.10 P/RP-4
3.11 P/RP-5
3.12 P/RP-6

Exempt from Business Proposal

and Total Page Limits
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HumanaHealth Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting

December 31, 2018 and 2017

4. Assets held in foreign investments:

Are assets held in foreign investments less than 2.5% of

4.01 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%
Insurance liabilities denominated in that same foreign

4.04 currency - 0.00%

If response, to 4.01 abowe 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
sowereign 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: 1 2
$ - 0.00%

8. Aggregate unhedged foreign currency exposure categorized by NAIC sowereign rating:

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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HumanaHealth Benefit Plan of Louisiana, Inc.

Investment Risk Interrogatories
Statutory Basis of Accounting
December 31, 2018 and 2017

Humana Healthy Horizons in Louisiana

9. NAIC sowereign rating:

9.01
9.02

9.03
9.04

9.05
9.06

Countries rated NAIC - 1:
Country:
Country:

Countries rated NAIC - 2
Country:
Country:

Countries rated NAIC - 3 or below
Country:
Country:

10. List the 10 largest nonsowereign (i.e. nongovernmental) foreign issues:

10.01
10.02
10.03
10.04
10.05
10.06
10.07
10.08
10.09
10.10

1 2

Issuer NAIC Rating

0.00%
0.00%

0.00%
0.00%

0.00%
0.00%

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
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

11.02
11.03
11.04
11.05

2.5.5 Financial Condition
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Are assets held in Canadian investments less than
2.5% of the reporting entity's total admitted assets?

If response to 11.01 abowe is yes, responses are not
required for the remainder of interrogatory 11.

Total admitted assets held in Canadian Investments
Canadian-currency-denominated investments
Canadian-denominated insurance liabilities
Unhedged Canadian currency exposure

44
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Yes

[ X]

No

[

0.00%
0.00%
0.00%
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Humana Health Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting

December 31, 2018 and 2017

12. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in

investments with contractual sales restrictions.

Are assets held in investments with contractual sales
restrictions less than 2.5 % of the reporting entity's
12.01 total admitted assets? Yes

If response to 12.01 abowe is yes, responses are not
required for the remainder of interrogatory 12.

1
Aggregate statement value of investments with
12.02 contractual

sales restrictions $

Largest 3 investments with contractual sales
restrictions

12.03
12.04
12.05

13. Amounts and percentage of admitted assets held in the largest 10 equity interests:

Are assets held in equity interests less than 2.5% of
13.01 the reporting entity's total admitted assets? Yes

If response to 13.01 abowe is yes, responses are not
required for the remainder of interrogatory 13.

1
Name of Issuer
13.02 - $
13.03 -
13.04 -
13.05 -
13.06 -
13.07 -
13.08 -
13.09 -
13.10 -
13.11 -

45
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HumanaHealth Benefit Plan of Louisiana, Inc.

Investment Risk Interrogatories
Statutory Basis of Accounting
December 31, 2018 and 2017

Humana Healthy Horizons in Louisiana

14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately
placed equities:

14.01

14.02

14.03
14.04
14.05

Are assets held in nonaffiliated, privately placed
equities less than 2.5% of the reporting entity's total
admitted assets?

If response to 14.01 abowe is yes, responses are not
required for the remainder of interrogatory 14.

1
Aggregate statement value of investments held in
nonaffiliated, privately placed equities

Largest 3 investments held in nonaffiliated, privately
placed equities:

0.00%

0.00%
0.00%
0.00%

15. Amounts and percentage of the reporting entity’s total admitted assets held in general partnership

interests:

Are assets held in general partnership interests less
than 2.5% of the reporting entity's total admitted

15.01 assets?
If response to 15.01 abowe is yes, responses are not
required for the remainder of interrogatory 15.
1
Aggregate statement value of investments held in
15.02 general partnership interests
Largest 3 investments held in general partnership
interests:
15.03
15.04
15.05
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HumanaHealth Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting

December 31, 2018 and 2017

16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans:

Are mortgage loans reported on Schedule B less than
16.01 2.5% of the reporting entity's total admitted assets? Yes [ X] No [ ]

If response to 16.01 abowe 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%
47
2.5.5 Financial Condition Exempt from Business Proposal 210(E)

50 of 54 and Total Page Limits



Attachment 2.5.5.1-3 HHBPLA 2018 Financial Statements Humana Healthy Horizons in Louisiana

Humana Health Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting

December 31, 2018 and 2017

17. Aggregate mortgage loans having the following loan-to-value ratios as determined from the most
current appraisal as of the annual statement date:

17.01
17.02
17.03
17.04
17.05

Loan-to-Value Residential Commercial Agricultural

1 2 3 4 5 6
above 95% $ - 0.00% $ - 0.00% $ - 0.00%
91%to 95% - 0.00% - 0.00% - 0.00%
81%to 90% - 0.00% - 0.00% - 0.00%
71%to 80% - 0.00% - 0.00% - 0.00%
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:

Are assets held in real estate reported in Schedule A
less than 2.5% of the reporting entity's total admitted

18.01 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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HumanaHealth Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting

December 31, 2018 and 2017

19. Report aggregate amounts and percentage of the reporting entity's total admitted assets held in
investments held in mezzanine real-estate loans.

Are assets held in real estate reported in mezzanine
real-estate loans less than 2.5% of the reporting
19.01 entity's total admitted assets? Yes [ X] No [ ]

If response 19.01 abowe is yes, responses are not
required for the remainder of interrogatory 19.

Aggregate statement value of investments held in
19.02 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
2nd
1st Qtr Qtr 3rd Qtr
1 2 3 4 5
20.01 Securities Lending agreements  $ - 0.00% $ - $ - $ -
20.02 Repurchase agreements - 0.00% - - -
Rewerse repurchase
20.03 agreements - 0.00% - - -
20.04 Dollar repurchase agreements - 0.00% - - -
Dollar reverse repurchase
20.05 agreements - 0.00% - - -
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Humana Healthy Horizons in Louisiana

HumanaHealth Benefit Plan of Louisiana, Inc.
Investment Risk Interrogatories

Statutory Basis of Accounting
December 31, 2018 and 2017

21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to
other financial instruments, options, caps, and floors:

21.01
21.02
21.03

Hedging
Income Generation
Other

Owned Written
1st Qtr 2nd Qtr
1 2 3 4
$ - 0.00% $ - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for
collars, swaps, and forwards:

22.01
22.02
22.03
22.04

Hedging

Income Generation
Replications

Other

At Year-end At End of Each Quarter

1st Qtr 2nd Qtr 3rd Qtr
1 2 3 4 5
$ - 0.00% $ -$ - $ -
- 0.00% - - -
- 0.00% - - -
- 0.00% - - -

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for
futures contracts:

23.01
23.02
23.03
23.04

Hedging

Income Generation
Replications

Other

2.5.5 Financial Condition
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At Year-end At End of Each Quarter

1st Qtr 2nd Qtr 3rd Qtr
1 2 3 4 5
$ - 0.00% $ - $ - $ -
- 0.00% - - -
- 0.00% - - -
- 0.00% - - -
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HumanaHealth Benefit Plan of Louisiana, Inc.

Summary Investment Schedule
Statutory Basis of Accounting
December 31, 2018

Humana Healthy Horizons in Louisiana

1. Bonds
1.1 U.S. treasury securities
1.2 U.S. government agency obligations (excludingmortgage-backed
securities)
1.21 Issued by U.S. government agencies
1.22 Issued by U.S. government sponsored agencies
1.3 Non-U.S. government (including Canada, excluding mortgaged-
backed securities)
1.4 Securities issued by states, territories, and possessions and political
subdivisions in the
1.41 States, territories and possessions and general obligations
1.42 Political subdivisions of states, territories and possessions and
political subdivisions general obligations
1.43 Revenueand assessment obligations
1.44 Industrial development and similar obligations
1.5 Mortgage-backed securtties (includes residential and commercial
MBS)
1.51 Pass-through securities
1.511 Issued or guaranteed by GNMA
1.512 Issued or guaranteed by FNMA and FHLMC
1.513 All other

1.52 CMOs and REMICs
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC or VA
1.522 Issued by non-U.S. Governmentissuers and
collateralized by mortgage-backed securities issued or
guaranteed by agencies shown in Line 1.521
1.523 All others
2. Other debt and other fixed income securities (excluding short-term)
2.1 Unaffiiated domestic securities (includes credittenantloans and
hy brid securities)
2.2 Unaffiiatednon-U.S. securities (including Canada)
2.3 Affiliated securities
3. Equity interests
3.1Investments in mutual funds
3.2 Preferred stocks
3.21 Affiliated
3.22 Unaffiliated
3.3 Publicly traded equity securities (excluding preferred stock)
3.31 Affiliated
3.32 Unaffiliated
3.4 Other equity securities
3.41 Affiliated
3.42 Unaffiliated
3.5 Other equity interests including tangible personal property under
lease
3.51 Affiliated
3.52 Unaffiliated
4. Mortgage loans
4.1 Construction and land development
4.2 Agricultural
4.3 Single family residential properties
4.4 Multifamily residential properties
4.5 Commercial loans
4.6 Mezzanine real estate loans
5. Real estate investments
5.1 Property occupied by the company
5.2 Property held for the production of income (including $ of property
acquired in the satisfaction of debt)
5.3 Property held for sale (including $ of property acquired in the
satisfaction of debt)
6. Contract loans
7. Deriv atives
8. Receivables for securities
9. Securities Lending
10. Cash, cash equivalents and short-term investments
11. Other inv estedassets

12.  Totalinvestedassets

2.5.5 Financial Condition

Gross Investment Holdings

Admitted Assets as Reportedin
the Annual Statement

1 2 1 2
Amount Percentage Amount Percentage
$ - 0.00% $ - 0.00%
- 0.00% - 0.00%
37,054,572 8.44% 37,054,572 8.44%
- 0.00% - 0.00%
119,014,807 27.11% 119,014,807 27.11%
48,454,630 11.04% 48,454,630 11.04%
72,011,952 16.40% 72,011,952 16.40%
- 0.00% - 0.00%
6,479,209 1.48% 6,479,209 1.48%
1,762,663 0.40% 1,762,663 0.40%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
3,020,792 0.69% 3,020,792 0.69%
153,720,662 35.02% 153,720,662 35.02%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
(2,522,953) (0.58)% (2,522,953) (0.58)%
- 0.00% - 0.00%
$ 438,996,334 100.00% $ 438,996,334 100.00%

51

Exempt from Business Proposal

54 of 54 and Total Page Limits

214(E)



Attachment 2.5.5.1-4 HIC 2020 Financial Statements Humana Healthy Horizons in Louisiana

7 3 2 8 8 2 0 2 0 2 2 0 0 0 1 0 0

Humana Insurance Company

(a wholly owned subsidiary of CareNetwork,
Inc., a wholly owned subsidiary of Humana
Inc.)

Financial Statements and Supplemental Schedules
Statutory Basis of Accounting
December 31, 2020 and 2019
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Humana Insurance Company
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Statutory Basis of Accounting
December 31, 2020 and 2019
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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.

PricewaterhouseCoopers LLP, 500 West Main Street, Ste. 1800, Louisville, KY 40202-2941

T: (502) 589 6100, F: (502) 585 7875, www.pwc.com/us
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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.

‘2{ wwi/'w[t,wx dapvné/ Z/(/P

Louisville, Kentucky
April 29, 2021
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Humana Insurance Company

Humana Healthy Horizons in Louisiana

Statements of Admitted Assets, Liabilities and Surplus

Statutory Basis of Accounting
December 31, 2020 and 2019

Admitted Assets
Cash and invested assets
Bonds
Investment in subsidiaries
Mortgage notes receivable from Humana Inc.
Real estate occupied by the Company
Receivable for securities
Short-term investments
Total invested assets
Cash
Cash equivalents
Total cash and invested assets
Premiums receivable
Investment income due and accrued
Amounts receivable relating to uninsured plans
Reinsurance receivable
Health care and other receivables
Current federal income tax recoverable
Net deferred tax assets

Electronic data processing equipment and software, less

accumulated depreciation of $57,073,508 and $46,614,589

in 2020 and 2019, respectively
Receivable from Humana Inc.
Total admitted assets

Liabilities
Benefits and loss adjustment expenses payable
Aggregate health policy reserves
Aggregate health claim reserves
Advance premiums
Accounts payable and accrued expenses
Funds held under reinsurance treaties
Current federal income tax payable
Total liabilities

Surplus
Common stock, $8.00 par value; 15,000,000 shares

authorized; 1,104,167 shares issued and outstanding

Special surplus - projected HCRL fee assessment
Paid-in surplus
Unassigned surplus

Total surplus

Total liabilities and surplus

2020

2019

4,107,067,395

3,576,873,323

742,129,787 675,991,500
8,550,000 8,550,000
10,899,516 12,321,647
35,000 10,000
167,389,639 629,939,908
5,036,071,337 4,903,686,378
126,828,448 58,058,892
1,180,710,045 883,095,733
6,343,609,830 5,844,841,003
548,604,973 418,268,039
24,038,784 26,684,338
1,129,286,621 494,935,759
5,765,945 6,174,460
923,081,452 867,606,543
66,243,478 -
130,573,948 93,263,946
38,615,372 46,072,096
183,694,631 192,687,773

9,393,515,034

7,990,533,957

3,291,927,287
644,149,128
821,860
154,085,273
918,816,129
8,351,534

2,440,353,699
391,164,583
740,000
100,273,263
911,059,382
6,866,237
10,671,798

5,018,151,211

3,861,128,962

8,833,336

2,105,092,362
2,261,438,125

8,833,336
510,143,497
2,105,092,362
1,505,335,800

4,375,363,823

4,129,404,995

9,393,515,034

$ 7,990,533,957

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Insurance Company
Statements of Revenue and Expenses
Statutory Basis of Accounting
December 31, 2020 and 2019

Humana Healthy Horizons in Louisiana

2020

2019

Earned premiums, net of reinsurance $

Expenses
Benefits incurred and loss adjustment expenses
Selling, general and administrative expenses
Changes in aggregate health policy reserves

28,877,184,688

24,380,288,125
3,184,891,087
80,887,629

$ 26,445,947,450

22,935,211,175
2,420,160,393
(2,834,924)

Total expenses

27,646,066,841

25,352,536,644

Net underwriting gain

Net investment income

Net realized capital gains on investments (net of capital gains tax
of $19,620,490 and $3,010,673, respectively)

Net other income (expense)

1,231,117,847

1,093,410,806

292,447,541 361,424,418
738,848 11,325,866
1,299,783 (1,474,837)

Income before federal income tax expense

Federal income tax expense

1,525,604,019

398,875,632

1,464,686,253

280,022,849

Net income $

1,126,728,387

1,184,663,404

The accompanying notes are an integral part of these statutory basis financial statements.
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Statements of Changes in Surplus
Statutory Basis of Accounting
December 31, 2020 and 2019

Humana Healthy Horizons in Louisiana

Common Stock

Unassigned
Shares Amount Special Surplus Paid-in Surplus 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

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Insurance Company
Statements of Cash Flows
Statutory Basis of Accounting
December 31, 2020 and 2019

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

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2020 and 2019

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;

7
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Humana Healthy Horizons in Louisiana

Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2020 and 2019

Vi.

Vii.

viii.

Xi.

Xii.

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;

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;

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;

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;

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;

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;

Comprehensive income disclosures required by GAAP are omitted; and

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.

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.

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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Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2020 and 2019

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, enroliment 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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Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2020 and 2019

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.

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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Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2020 and 2019

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
12
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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

Not
Practicable
Aggregate Fair (Carrying
Value Admitted Assets Level 1 Level 2 Level 3 Value)

Bonds, short-term
investments and
cash equivalents $ 5,652,736,110 $ 5,455,167,079 $ 1,092,956,754 $ 4559,779,356 $

- $
Mortgage loans 8,550,000 8,550,000 8,550,000

Total $ 5,661,286,110 $  5463,717,079 $ 1,092,956,754 $ 4,5659,779,356  § 8,550,000 $

December 31, 2019

Not
Practicable
Aggregate Fair (Carrying
Value Admitted Assets Level 1 Level 2 Level 3 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 $ 5171,771,729 $  5,098,458,964 $ 883,095,733 $ 4,280,125996  § 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.

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.

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.

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
Other
Small Large Total Categories
Individual Group Group Commercial with Rebates Total

Medical loss ratio

rebates incurred

(recovered) $ 4341122 % 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
Other
Small Large Total Categories
Individual Group Group Commercial with Rebates Total

Medical loss ratio

rebates incurred $ - $§ (1,255879) § 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

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.

Estimated Non-Accrued

Risk Amount to be Amounts for Assets
Corridors Filed or Final Impairment or Amounts Balance Net
Program Amount Filed Other received from  (Gross of Non-  Non-admitted Admitted

Year with CMS Reasons CMS admissions) Amount Asset

2014 $ 18,112,622 $ - $ 18,112,622 $ - 3 - 8

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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Humana Healthy Horizons in Louisiana

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:
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Unsettled Balances as of the
Accrued During the Differences Adjustments Reporting Date
Prior Prior Year Cumulative Cumulative
Year on Business Received or Paid as of the Prior Year Accrued Balance Balance
Written Current Year on Business Accrued Less Less To Prior To Prior from from
Before Dec 31 of the Written Before Dec 31 Payments Payments Year Year Prior Years | Prior Years
Prior Year of the Prior Year (Col 1 -3) (Col 2 -4) Balances Balances (Col 1-3+7) | (Col 2-4+8)
1 2 3 4 5 6 7 8 9 10
Risk Corridors Program Receivab
Year 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 A.
premium - 18,717,446 (18,717,446) 18,717,446
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
20
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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

Humana Healthy Horizons in Louisiana

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 -
HCRL Reinsurance contributions — not reported as ceded

premiums - -

581,309

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:

Unsettled Balances as of the
Differences Adjustments Reporting Date
Received or Paid as of Prior Year Prior Year
Accrued During the Prior the Current Year on Accrued Accrued Cumulative Cumulative
Year on Business Written Business Written Less Less To Prior To Prior Balance from | Balance from
Before December 31 of the Before December 31 of Payments Payments Year Year Prior Years Prior Years
Prior Year the Prior Year (Col 1-3) (Col 2-4) Balances Balances (Col 1-3+7) (Col 2-4+8)
1 2 3 4 5 6 7 8 9 10
Receivable (Payable) Receivabl (Payable) Receivable (Payable) Receivable (Payable) [Ref Receivable (Payable)
e
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)
21
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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 - -

Amounts
recoverable for
claims unpaid
(contra liability) - -

Amounts

receivable
relating to
uninsured plans - -

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

Ceded
reinsurance
premiums
payable - -

Liability for
amounts held
under uninsured
plans - -

Subtotal ACA
Transitional
Reinsurance
Program - - - -

C.

Temporary ACA
Risk Corridors
Program

1.

Accrued
retrospective
premium - 51,059,517

(51,059,517)

51,059,517

Reserve for rate
credits or policy
experience

rating refunds - -

Subtotal ACA
Risk Corridors
Program - - 151,059,517 -

(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:

Estimated Actual
Pharmacy Pharmacy Actual Rebates Rebates
Rebates as Rebates as Actual Rebates Received Received
Reported on Billed or Received Within Within 91 to More than 181
Financial Otherwise 90 Days of 180 Days of Days After
Quarter Statements Confirmed Billing Billing 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
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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.

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.

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.

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.

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).

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.

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 Gross Gross
Carrying Unrealized Unrealized Estimated
Value Gains Losses 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
Gross Gross
Book/Adjusted Unrealized Unrealized Estimated
Carrying Value Gains Losses 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
through their lives.

provide for periodic payments

Book/Adjusted Estimated
Carrying Value 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) $ - 8 - $ 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) $ 472143012 $  (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.

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:

2.5.5 Financial Condition

34 0f 60

DTAs resulting from book/tax
differences in

Ordinary

Discounting of unpaid losses

Advance premiums

Policyholder reserves

Investments

Deferred acquisition costs

Policyholder dividends accrual

Fixed assets

Compensation and benefit accruals

Pension accruals

Receivables - nonadmitted

Net operating loss carryforwards

Tax credit carryforward

Other

Bad debts

Accrued litigation

CMS Rx reserves

CMS risk corridor — ACA

Medicare risk adjustment data

Miscellaneous reserves

Accrued lease

Section 197 intangibles

Premium rebates MER

Provider contracts

Premium acquisition expense
Gross ordinary DTAs

Statutory valuation allowance adjustment
Nonadmitted ordinary DTAs

Admitted ordinary DTAs

Capital

Investments
Net capital loss carryforwards
Real estate
Other
Gross capital DTAs

Statutory valuation allowance adjustment
Nonadmitted capital DTAs

Admitted capital DTAs
Admitted DTAs

2020 2019 Change
$ 51,347,974 32,199,087 19,148,887
6,407,783 4,122,960 2,284,823
234,972 186,900 48,072
30,714,469 24,683,173 6,031,296
22,884,214 21,648,132 1,236,082
3,060,058 2,092,226 967,832
- 2,582,190 (2,582,190)
1,646,820 1,562,913 83,907
23,812,375 20,303,218 3,509,157
1,459,228 732,177 727,051
2,120,779 502,952 1,617,827
266,567 300,963 (34,396)
8,603,109 - 8,603,109
1,696,082 1,027,801 668,281
154,254,430 111,944,692 42,309,738
(18,129,081) (13,267,892) (4,861,189)
136,125,349 98,676,800 37,448,549
31,678 214,010 (182,332)
31,678 214,010 (182,332)
(31,678) (214,010) 182,332
$ 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
3 682,683,711 $ 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- 20-5309363

OWNERS, INC.

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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COMPBENEFITS DIRECT, INC.

COMPBENEFITS INSURANCE COMPANY
COMPLEX CLINICAL MANAGEMENT, INC.
CONTINUCARE CORPORATION
CONTINUCARE MEDICAL MANAGEMENT, INC.

CONVIVA HEALTH MANAGEMENT, LLC (fk/a TRANSCEND
POPULATION HEALTH MANAGEMENT, LLC)

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

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

DENTAL CARE PLUS MANAGEMENT, CORP.

DENTICARE, INC.

EAGLE RX HOLDCO, INC.

EAGLE RX, INC.

EDGE HEALTH MSO, INC.

EDGE HEALTH, P.C.

EMPHESYS INSURANCE COMPANY
EMPHESYS, INC.

ENCLARA PHARMACIA, INC.

FAMILY PHYSICIANS OF WINTER PARK, INC.
FPG ACQUISITION CORP.

FPG ACQUISITION HOLDINGS CORP.

FPG HOLDING COMPANY, LLC

GUIDANTRX, INC.

HARRIS, ROTHENBERG INTERNATIONAL, INC.
HEALTH VALUE MANAGEMENT, INC.
HUMANA ACTIVE OUTLOOK, INC.

HUMANA AT HOME (DALLAS), INC.
HUMANA AT HOME (HOUSTON), INC.
HUMANA AT HOME (SAN ANTONIO), INC.
HUMANA AT HOME (TLC), INC.

HUMANA AT HOME 1, INC.

HUMANA AT HOME, INC.

HUMANA BENEFIT PLAN OF ILLINOIS, INC.
HUMANA BENEFIT PLAN OF SOUTH CAROLINA, INC.
HUMANA BENEFIT PLAN OF TEXAS, INC.
HUMANA DENTAL COMPANY

HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES,
INC.
HUMANA DIRECT CONTRACTING ENTITY, INC.

HUMANA EAP AND WORK-LIFE SERVICES OF CALIFORNIA, INC.
HUMANA EMPLOYERS HEALTH PLAN OF GEORGIA, INC.
HUMANA GOVERNMENT BUSINESS, INC.

HUMANA HEALTH BENEFIT PLAN OF LOUISIANA, INC.
HUMANA HEALTH COMPANY OF NEW YORK, INC.

HUMANA HEALTH INSURANCE COMPANY OF FLORIDA, INC.
HUMANA HEALTH PLAN OF CALIFORNIA, INC.

HUMANA HEALTH PLAN OF OHIO, INC.

HUMANA HEALTH PLAN OF TEXAS, INC.
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HUMANA HEALTH PLAN, INC.

HUMANA HEALTHCARE RESEARCH, INC.

HUMANA HOME ADVANTAGE (TX), P.A.

HUMANA INNOVATION ENTERPRISES, INC.
HUMANA INSURANCE COMPANY

HUMANA INSURANCE COMPANY OF KENTUCKY
HUMANA INSURANCE COMPANY OF NEW YORK
HUMANA MARKETPOINT, INC.

HUMANA MEDICAL PLAN OF MICHIGAN, INC.
HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.
HUMANA MEDICAL PLAN OF UTAH, INC.

HUMANA MEDICAL PLAN, INC.

HUMANA PHARMACY SOLUTIONS, INC.

HUMANA PHARMACY, INC.

HUMANA REAL ESTATE COMPANY

HUMANA REGIONAL HEALTH PLAN, INC.
HUMANA VETERANS HEALTHCARE SERVICES, INC.

HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE
CORPORATION
HUMANADENTAL INSURANCE COMPANY

HUMANADENTAL, INC.

HUMCO, INC.

HUM-e-FL, INC.

MANAGED CARE INDEMNITY, INC.

MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS
METCARE OF FLORIDA, INC.

METROPOLITAN HEALTH NETWORKS, INC.

PARTNERS IN INTEGRATED CARE, INC.

PARTNERS IN PRIMARY CARE (GA), P.C.

PARTNERS IN PRIMARY CARE (KS), P.A.

PARTNERS IN PRIMARY CARE (KS), P.C.

PARTNERS IN PRIMARY CARE (MO), P.C.

PARTNERS IN PRIMARY CARE (NC), P.C.

PARTNERS IN PRIMARY CARE (SC), P.C.

PBM HOLDING COMPANY

PBM PLUS MAIL SERVICE PHARMACY, LLC

PHP COMPANIES, INC.

PREFERRED HEALTH PARTNERSHIP, INC.

PRIMARY CARE MANAGEMENT, INC.

ROHC, LLC

SENIORBRIDGE FAMILY COMPANIES (FL), INC.
SENIORBRIDGE FAMILY COMPANIES (NY), INC.

TEXAS DENTAL PLANS, INC.

THE DENTAL CONCERN, INC.

TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.
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20-2888723
61-1343508
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27-4460531
20-8411422
61-1103898
45-2254346
61-1316926
20-1724127
20-2036444
20-8418853
39-1525003

39-0714280
61-1364005
61-1239538
61-1383567
61-1232669
27-4379634
65-0879131
65-0635748
47-2905609
83-2624178
30-1236218
85-0733589
85-3676937
82-1926920
85-3577914
61-1340806
20-2373204
62-1552091
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85-0858631
75-2844854
65-1096853
36-4484443
74-2352809
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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 OCl 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.
37
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Dividend or Return of Capital

Amount
Ordinary Extraordinary Date Paid

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 $ - 3 575,000,000 April 30, 2019
Dividend - 100,000,000 December 19, 2018

Total paidin 2019  $ - 3 675,000,000

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 enroliment
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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10.

1.

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).

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.

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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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.

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 Guaranty Fund Assessment Related Assets
Insolvency Undiscounted Discounted Undiscounted Discounted
Penn Treaty $ 36,965,498 § 26,032,041 $ 28,063,537 $ 10,174,786
45
2.5.5 Financial Condition Exempt from Business Proposal 261(E)

47 of 60 and Total Page Limits



Attachment 2.5.5.1-4 HIC 2020 Financial Statements

Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2020 and 2019

Humana Healthy Horizons in Louisiana

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:

Payables Recoverables
Weighted Weighted
Average Average
Name of the Number of Range of Number of  Number of Range of Number
Insolvency Jurisdictions Years Years Jurisdictions Years of Years
1t0 70 1t0 20
Penn Treaty 50 states years 11.96 years 39 states 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:
Uninsured
Portion of
Partially Insured
ASO Uninsured Plans 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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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.

Issuer

2.01  Federal National Mortgage Association
2.02 Freddie Mac
2.03 Apple Inc.
2.04 Federal Home Loan Banks
2.05 Citigroup Inc.
2.06 Bank of America Corporation
2.07 Wells Fargo & Company
2.08 Cd2017-Cd3

Dormitory Authority of the State of New
2.09 York
2.10 Morgan Stanley

Description of

2

3 4
Percentage of
Total Admitted

Exposure Amount Assets

MBS $ 631,040,752 6.72%

MBS CMO 320,988,597 3.42%
Bonds
Commercial

Paper 104,986,428 1.12%

Bonds 95,996,944 1.02%

Bonds 51,735,812 0.55%

Bonds 49,957,539 0.53%

Bonds 46,867,597 0.50%

MBS 46,654,855 0.50%

MBS 45,179,560 0.48%

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
3.01 NAIC-1 $ 3,883,313,100
3.02 NAIC-2 944,329,099
3.03 NAIC-3 163,788,850
3.04 NAIC-4 19,412,165
3.05 NAIC-5 -
3.06 NAIC-6 222,629

2.5.5 Financial Condition
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Stocks 3 4

P/RP-1 § - 0.00%

P/RP-2 - 0.00%

P/RP-3 - 0.00%

P/RP-4 - 0.00%

P/RP-5 - 0.00%

P/RP-6 - 0.00%
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4. Assets held in foreign investments:

4.01
4.02
4.03

4.04

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

Total admitted assets held in foreign investments.

Foreign-currency-denominated investments.
Insurance liabilities denominated in that same foreign
currency

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

Yes [ ]
$ 308,962,094

5. Aggregate foreign investment exposure categorized by NAIC sovereign rating:

5.01
5.02
5.03

Countries rated NAIC - 1
Countries rated NAIC - 2
Countries rated NAIC - 3 or below

1
$ 308,962,094

No [ X ]
3.29%
0.00%

0.00%

2
3.29%
0.00%
0.00%

6. Two largest foreign investment exposures to a single country, categorized by the country’s NAIC
sovereign rating:

6.01
6.02

6.03
6.04

6.05
6.06

Countries rated NAIC - 1:
Country: Cayman Islands
Country: Switzerland

Countries rated NAIC - 2
Country:
Country:

Countries rated NAIC - 3 or below
Country:
Country:

7. Aggregate unhedged foreign currency exposure:

$ 229,061,673

20,570,000
$ -
$ -

1
$ -

8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign rating:

8.01 Countries rated NAIC - 1
8.02 Countries rated NAIC - 2
8.03  Countries rated NAIC - 3 or below
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9. NAIC sovereign rating:

Countries rated NAIC - 1:
9.01  Country:
9.02 Country:

Countries rated NAIC - 2
9.03 Country:
9.04 Country:

Countries rated NAIC - 3 or below
9.05 Country:
9.06 Country:

10. List the 10 largest nonsovereign (i.e. nongovernmental) foreign issues:

1 2
Issuer NAIC Rating
Park Avenue Institutional Advisers CLO
10.01 Ltd 2017-1 1FE
10.02 Credit Suisse Group AG 2FE
10.03 CBAM 2017-1 Ltd. 1FE
Carlyle Global Market Strategies CLO
10.04 2014-3-R Ltd 1FE
Neuberger Berman Loan Advisers Clo
10.05 26 Ltd. 1FE
10.06  Mitsubishi UFJ Financial Group Inc. 1FE
10.07 Tiaa Clo Il Ltd 1FE
10.08 Palmer Square CLO 2018-2 Ltd 1FE
10.09 Carlyle US CLO 2017-4 Ltd 1FE
10.10 ANZ New Zealand (Int'l) Limited 1FE
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18,850,000
15,840,000
14,768,160

14,016,402

13,753,211
13,534,626
12,880,000
12,674,438
12,500,000
11,016,583

0.00%
0.00%

0.00%
0.00%

0.00%
0.00%

0.20%
0.17%
0.16%

0.15%

0.15%
0.14%
0.14%
0.13%
0.13%
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

11.02
11.03
11.04
11.05

Are assets held in Canadian investments less than
2.5% of the reporting entity's total admitted assets? Yes [ X ]

If response to 11.01 above is yes, responses are not
required for the remainder of interrogatory 11.

Total admitted assets held in Canadian Investments $
Canadian-currency-denominated investments
Canadian-denominated insurance liabilities

Unhedged Canadian currency exposure

No [

]

0.00%
0.00%
0.00%
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

12.02

12.03
12.04
12.05

2.5.5 Financial Condition

53 0f 60

Are assets held in investments with contractual sales
restrictions less than 2.5 % of the reporting entity's
total admitted assets? Yes [ X ]

If response to 12.01 above is yes, responses are not
required for the remainder of interrogatory 12.

1 2
Aggregate statement value of investments with
contractual
sales restrictions $

Largest 3 investments with contractual sales
restrictions
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13. Amounts and percentage of admitted assets held in the largest 10 equity interests:

13.01

13.02
13.03
13.04
13.05
13.06
13.07
13.08
13.09
13.10
13.11

Are assets held in equity interests less than 2.5% of
the reporting entity's total admitted assets?

If response to 13.01 above is yes, responses are not
required for the remainder of interrogatory 13.

1
Name of Issuer

Yes [ X ]

No [ ]

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%

14. Amounts and percentage of the reporting entity’s total admitted assets held in nonaffiliated, privately
placed equities:

14.01

14.02

14.03
14.04
14.05

2.5.5 Financial Condition
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Are assets held in nonaffiliated, privately placed

equities less than 2.5% of the reporting entity's total

admitted assets?

If response to 14.01 above is yes, responses are not

required for 14.02 through 14.05.

1
Aggregate statement value of investments held in
nonaffiliated, privately placed equities

Largest 3 investments held in nonaffiliated, privately

placed equities:
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Ten largest fund managers:

1 2 3 4
Total
Fund Manager Invested Diversified Nondiversified

JPMorgan Trust Il - JPMorgan
U.S. Treasury Plus Money

14.06 Market Fund $ 255,138,934 $ 255,138,934 §
First American Funds Inc. -

14.07 Treasury Obligations Fund 188,666,582 188,666,582

14.08 JP Morgan 170,013,151 170,013,151
Fidelity Colchester Street Trust -

14.09 Treasury Portfolio 136,052 136,052
BlackRock Liquidity Funds -

14.10 Treasury Trust Fund 77,778 77,778

Wells Fargo Funds Trust -
Treasury Plus Money Market

14.11  Fund 55,009 55,009
BlackRock Liquidity Funds - T-
1412 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:
Are assets held in general partnership interests less
than 2.5% of the reporting entity's total admitted
15.01 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
Aggregate statement value of investments held in
15.02 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:

Are mortgage loans reported on Schedule B less than

16.01  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:

17.01
17.02
17.03
17.04
17.05

Loan-to-Value

above 95%
91% to 95%
81% to 90%
71% to 80%
below 70%

Residential Commercial Agricultural

1 2 3 4 5 6
- 0.00% $ 0.00% $ 0.00%
- 0.00% 0.00% 0.00%
- 0.00% 0.00% 0.00%
- 0.00% 0.00% 0.00%
- 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

18.02
18.03
18.04
18.05
18.06

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.

2.5.5 Financial Condition
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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

19.02

19.03
19.04
19.05

Are assets held in real estate reported in mezzanine
real-estate loans less than 2.5% of the reporting
entity's total admitted assets?

If response 19.01 above is yes, responses are not
required for the remainder of interrogatory 19.

Aggregate statement value of investments held in
mezzanine real-estate loans:

Largest three investments in any one parcel or group

of contiguous parcels of real estate.

0

Description
1

Yes [ X ] No [ ]
2 3
$ - 0.00%
2 3
$ - 0.00%
- 0.00%
- 0.00%

20. Amounts and percentages of the reporting entity’s total admitted assets subject to the following types
of agreements:

20.01
20.02

20.03
20.04

20.05

At End of Each Quarter

At Year-end
1 2
Securities Lending agreements  $ - 0.00%
Repurchase agreements - 0.00%
Reverse repurchase
agreements - 0.00%
Dollar repurchase agreements - 0.00%
Dollar reverse repurchase
agreements - 0.00%
56
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Humana Insurance Company
Investment Risk Interrogatories
Statutory Basis of Accounting
December 31, 2020

21. Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached to
other financial instruments, options, caps, and floors:

21.01
21.02
21.03

Hedging
Income Generation
Other

Owned Written
1st Qtr 2nd Qtr
1 2 3 4
$ - 0.00% $ - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%

22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for
collars, swaps, and forwards:

22.01
22.02
22.03
22.04

Hedging

Income Generation
Replications

Other

At Year-end At End of Each Quarter
1st 3rd
Qtr 2nd Qtr Qtr
1 2 3 4 5
$ - 0.00% $ - $ - $ -
- 0.00% - - -
- 0.00% - - -
- 0.00% - - -

23. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for
futures contracts:

23.01
23.02
23.03
23.04

Hedging

Income Generation
Replications

Other

2.5.5 Financial Condition
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At Year-end At End of Each Quarter
3rd
1st Qtr 2nd Qtr Qtr
1 2 3 4 5
$ - 0.00% $ - 3 - $ -
- 0.00% - - -
- 0.00% - - -
- 0.00% - - -
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Humana Insurance Company

Summary Investment Schedule
Statutory Basis of Accounting

December 31, 2020

Humana Healthy Horizons in Louisiana

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%
U.S. political subdivisions of states, territories, and
1.04 possessions, guaranteed 60,193,948 0.95% 60,193,948 0.95%
U.S. special revenue and special assessment obligations,
1.05 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  Unitinvestment 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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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.

PricewaterhouseCoopers LLP, 500 West Main Street, Suite 1800, Louisville, KY 40202-4264
T: 502589 6100; F: 502 585 7875, www.pwc.com/us
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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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Humana Insurance Company

Humana Healthy Horizons in Louisiana

Statements of Admitted Assets, Liabilities and Surplus

Statutory Basis of Accounting
December 31, 2019 and 2018

2019

2018

Admitted Assets
Cash and invested assets
Bonds $
Investment in subsidiaries
Mortgage notes receivable from Humana Inc.
Real estate occupied by the Company
Receivable for securities
Short-term investments

3,5676,873,323

3,547,216,138

Total invested assets
Cash and cash equivalents

Total cash and invested assets

Premiums receivable

Investment income due and accrued

Amounts receivable relating to uninsured plans

Reinsurance receivable

Health care and other receivables

Current federal income tax recoverable

Net deferred tax assets

Electronic data processing equipment and software, less
accumulated depreciation of $46,614,589 and $38,975,797
in 2019 and 2018, respectively

Receivable from Humana Inc.

675,991,500 804,849,178
8,550,000 8,550,000
12,321,647 13,576,713
10,000 -
629,939,908 217,858,209
4,903,686,378 4,592,050,238
941,154,625 701,459,562
5,844,841,003 5,293,509,800
418,268,039 604,232,186
26,684,338 30,920,611
494,935,759 151,386,173
6,174,460 23,210,968
867,606,543 934,936,898

- 1,767,208

93,263,946 74,632,937
46,072,096 54,206,496
192,687,773 64,578,016

7,990,533,957

7,233,381,293

Total admitted assets $
Liabilities
Benefits and loss adjustment expenses payable $

Aggregate health policy reserves
Aggregate health claim reserves
Advance premiums

Accounts payable and accrued expenses
Funds held under reinsurance treaties
Current federal income tax payable

2,440,353,699
391,164,583
740,000
100,273,263
911,059,382
6,866,237
10,671,798

2,202,442,434
298,437,261
2,533,000
112,415,528
883,501,355
13,378,835

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

Gain on Reinsurance

Special surplus - projected HCRL fee assessment

Paid-in surplus

Unassigned surplus

8,833,336

510,143,497
2,105,092,362
1,505,335,800

8,833,336
1,106,711

2,085,107,576
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

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

3
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Humana Insurance Company
Statements of Revenue and Expenses
Statutory Basis of Accounting
December 31, 2019 and 2018

Humana Healthy Horizons in Louisiana

2019

2018

Earned premiums, net of reinsurance $

Expenses
Benefits incurred and loss adjustment expenses
Selling, general and administrative expenses
Changes in aggregate health policy reserves

26,445,947,450

22,935,211,175
2,420,160,393
(2,834,924)

$ 24,820,038,571

21,088,174,398
2,717,236,520
994,315

Total expenses

25,352,536,644

23,806,405,233

Net underwriting gain

Net investment income

Net realized capital gains on investments (net of capital gains tax
of $3,010,673 and $1,989,160, respectively)

Net other expense

1,093,410,806

1,013,633,338

361,424,418 375,241,539
11,325,866 7,483,029
(1,474,837) (2,132,160)

Income before federal income tax expense

Federal income tax expense

1,464,686,253

280,022,849

1,394,225,746

254,188,788

Net income $

1,184,663,404

1,140,036,958

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Insurance Company
Statements of Changes in Surplus
Statutory Basis of Accounting
December 31, 2019 and 2018

Humana Healthy Horizons in Louisiana

Common Stock

Unassigned
Shares Amount Special Surplus Paid-in Surplus 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

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Insurance Company
Statements of Cash Flows
Statutory Basis of Accounting
December 31, 2019 and 2018

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

The accompanying notes are an integral part of these statutory basis financial statements.
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Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2019 and 2018

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;

7
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Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2019 and 2018

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.

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

8
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Humana Insurance Company
Notes to Financial Statements
Statutory Basis of Accounting
December 31, 2019 and 2018

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.

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.

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
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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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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

Bonds, short-term
investments and
cash equivalents $
Mortgage loans

Total $

Bonds, short-term
investments and
cash equivalents $
Mortgage loans

Not
Practicable
Aggregate Fair (Carrying
Value Admitted Assets Level 1 Level 2 Level 3 Value)
5,163,221,729 $ 5,089,908,964 $ 883,095,733 $ 4,280,125996 $ - 8 -
8,550,000 8,550,000 - - 8,550,000 -
5,171,771,729 $ 5,098,458,964 $ 883,095,733 $ 4,280,125,996  $ 8,550,000 $ -
December 31, 2018
Not
Practicable
Aggregate Fair (Carrying
Value Admitted Assets Level 1 Level 2 Level 3 Value)
4,278,164,081 $ 4,344,265880 $ 579,191,533 § 3,698,972,548 $ -3
8,550,000 8,550,000 - - 8,550,000
4,286,714,081 $ 4,352,815880 $ 579,191,533 § 3,698,972,548  $ 8,550,000 $

Total $

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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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.

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.

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.

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.

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.

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

Other

Small Large Total Categories
Individual Group Group Commercial with Rebates Total
Medical loss ratio
rebates incurred
(recovered) $ -3 (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

Other

Small Large Total Categories
Individual Group Group Commercial with Rebates Total

Medical loss ratio

rebates incurred $ 2446421 $ 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.

. 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.

Estimated

Risk Amount to be Non-Accrued Assets
Corridors Filed or Final Amounts for Amounts Balance Net
Program  Amount Filed Impairment or received from  (Gross of Non-  Non-admitted Admitted

Year with CMS Other Reasons CMS admissions) Amount 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 $  3,033405 $ - % - 9

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 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 Prior Year
Accrued Accrued
Less Less
Payments Payments
(Col 1-3) (Col 2-4)

To Prior
Year
Balances

To Prior
Year
Balances

Cumulative
Cumulative Balance
Balance from | from Prior
Prior Years Years (Col
(Col 1-3+7) 2-4+8)

1

2

3 4

5 6

7

8

9 10

Receivable

(Payable)

Receivable| (Payable)

Receivable (Payable)

Receivable

(Payable)

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

2. Premium
adjustments
(payables)
(including high
risk pool
payments)

(3,423,961)

(3,265,885)

(158,076)

(4,586,120)

(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

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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Reserve for rate
credits or policy
experience
rating refunds

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:
Estimated Actual
Pharmacy Pharmacy Actual Rebates Rebates
Rebates as Rebates as Actual Rebates Received Received
Reported on Billed or Received Within Within 91 to More than 181
Financial Otherwise 90 Days of 180 Days of Days After
Quarter Statements Confirmed Billing Billing 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.

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.

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.

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.

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.

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.

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).

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.

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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Bonds

The book/adjusted carrying value and estimated fair value of bonds at December 31, 2019 and 2018

were as follows:

2019
Book/Adjusted Gross Gross
Carrying Unrealized Unrealized Estimated
Value Gains Losses 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 Gross Gross
ed 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
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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 Estimated

Carrying Value 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 $ - 8 - $ 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.

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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Gross deferred tax assets
Statutory valuation allowance adjustment

Adjusted gross deferred tax assets
Deferred tax assets nonadmitted

Subtotal net admitted deferred tax assets
Gross deferred tax liabilities

Net admitted deferred tax asset/(liability)

2018
Ordinary Capital Total

88,121,826 1,743,476 $ 89,865,302

- (1,743,476) (1,743,476)

88,121,826 - 88,121,826
(10,324,167) - (10,324,167)
77,797,659 - 77,797,659
(3,164,722) - (3,164,722)
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:

Federal income taxes paid in prior years recoverable
through loss carrybacks

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

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

Adjusted gross deferred tax assets allowed per
limitation threshold

Adjusted gross deferred tax assets offset by gross
deferred tax liabilities

Deferred tax assets admitted as the result of
application of SSAP No. 101 total

Federal income taxes paid in prior years recoverable
through loss carrybacks

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

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

Adjusted gross deferred tax assets allowed per
limitation threshold

Adjusted gross deferred tax assets offset by gross
deferred tax liabilities

Deferred tax assets admitted as the result of
application of SSAP No. 101 total

2.5.5 Financial Condition
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December 31, 2019

Ordinary Capital Total
90,610,040 $ - $ 90,610,040
2,653,906 - 2,653,906
XXX XXX 2,653,906
XXX XXX 598,510,343
5,412,854 - 5,412,854
98,676,800 $ - $ 98,676,800

December 31, 2018

Ordinary Capital Total
72,580,190 $ - $ 72,580,190
2,052,747 - 2,052,747
XXX XXX 2,052,747
XXX XXX 538,775,017
3,164,722 - 3,164,722
77,797,659 $ - $ 77,797,659
306(E)
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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:

2.5.5 Financial Condition
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DTAs resulting from book/tax
differences in

Ordinary

Discounting of unpaid losses
Advance premiums
Policyholder reserves
Investments
Deferred acquisition costs
Policyholder dividends accrual
Fixed assets
Compensation and benefit accruals
Pension accruals
Receivables - nonadmitted
Net operating loss carryforwards
Tax credit carryforward
Other
Bad debts
Accrued litigation
CMS Rx reserves
CMS risk corridor — ACA
Medicare risk adjustment data
Miscellaneous reserves
Accrued lease
Section 197 intangibles
Reinsurance fee
Provider contracts

Gross ordinary DTAs

Statutory valuation allowance adjustment
Nonadmitted ordinary DTAs

Admitted ordinary DTAs

Capital

Investments
Net capital loss carryforwards
Real estate
Other
Gross capital DTAs

Statutory valuation allowance adjustment
Nonadmitted capital DTAs

Admitted capital DTAs
Admitted DTAs

and Total Page Limits

2019 2018 Change
$ 32,199,087 27,379,248 4,819,839
4,122,960 4,603,496 (480,536)
186,900 169,581 17,319
24,683,173 18,214,629 6,468,544
21,648,132 18,882,304 2,765,828
2,092,226 108,996 1,983,230
2,582,190 1,778,087 804,103
1,562,913 43,470 1,519,443
20,303,218 15,255,850 5,047,368
732,177 362,960 369,217
502,952 824,602 (321,650)
300,963 335,359 (34,396)
1,027,801 163,244 864,557
111,944,692 88,121,826 23,822,866
(13,267,892) (10,324,167) (2,943,725)
98,676,800 77,797,659 20,879,141
214,010 1,743,476 (1,529,466)
214,010 1,743,476 (1,529,466)
(214,010) (1,743,476) 1,529,466
$ 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
HUMANA INC. 61-0647538
2 154TH STREET MEDICAL PLAZA, INC. 65-0851053
516-526 WEST MAIN STREET CONDOMINIUM COUNCIL OF CO-OWNERS, 20-5309363

INC.
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 75-2043865
HEALTH, INC.)
45 HUMANA DENTAL COMPANY 59-1843760
46 HUMANA DIGITAL HEALTH AND ANALYTICS PLATFORM SERVICES, 80-0072760
INC. (f/k/a TRANSCEND INSIGHTS, INC.)
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
35
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63
64
65
66
67
68
69
70

71
72
73

74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98

HUMANA MARKETPOINT, INC.

HUMANA MEDICAL PLAN OF MICHIGAN, INC.
HUMANA MEDICAL PLAN OF PENNSYLVANIA, INC.
HUMANA MEDICAL PLAN OF UTAH, INC.

HUMANA MEDICAL PLAN, INC.

HUMANA PHARMACY SOLUTIONS, INC.

HUMANA PHARMACY, INC.

HUMANA REAL ESTATE COMPANY (f’k/a PRESERVATION ON MAIN,

INC.)
HUMANA REGIONAL HEALTH PLAN, INC.

HUMANA VETERANS HEALTHCARE SERVICES, INC.

HUMANA WISCONSIN HEALTH ORGANIZATION INSURANCE
CORPORATION
HUMANADENTAL INSURANCE COMPANY

HUMANADENTAL, INC.

HUMCO, INC.

HUM-e-FL, INC.

MANAGED CARE INDEMNITY, INC.

MEDICAL CARE CONSORTIUM INCORPORATED OF TEXAS
METCARE OF FLORIDA, INC.

METROPOLITAN HEALTH NETWORKS, INC.

PARTNERS IN INTEGRATED CARE, INC.

PARTNERS IN PRIMARY CARE (GA), P.C.

PARTNERS IN PRIMARY CARE (KS), P.C.

PARTNERS IN PRIMARY CARE (NC), P.C.

PARTNERS IN PRIMARY CARE, P.A.

PHP COMPANIES, INC.

PREFERRED HEALTH PARTNERSHIP, INC.

PRIMARY CARE HOLDINGS, INC.

ROHC, LLC

SENIORBRIDGE FAMILY COMPANIES (FL), INC.
SENIORBRIDGE FAMILY COMPANIES (NY), INC.

TEXAS DENTAL PLANS, INC.

THE DENTAL CONCERN, INC.

TRANSCEND COMMUNITY PHYSICIAN NETWORK (AR), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK (KS), P.A.
TRANSCEND COMMUNITY PHYSICIAN NETWORK, P.C.
TRANSCEND POPULATION HEALTH MANAGEMENT, LLC
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61-1343508
27-3991410
27-4460531
20-8411422
61-1103898
45-2254346
61-1316926
20-1724127

20-2036444
20-8418853
39-1525003

39-0714280
61-1364005
61-1239538
61-1383567
61-1232669
27-4379634
65-0879131
65-0635748
47-2905609
83-2624178
82-2000699
82-1926920
47-1161014
62-1552091
62-1250945
46-1225873
75-2844854
65-1096853
36-4484443
74-2352809
52-1157181
47-2