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UnitedHealthcare Community Plan of Kansas

5. The engagement partner has served in this capacity with respect to the Company since 2019, is
licensed by the Florida Board of Accountancy, and is a member in good standing of the American
Institute of Certified Public Accountants.

6. To the best of our knowledge and belief, we are in compliance with the requirements of section 7 of
the NAIC’s Model Rule (Regulation) Requiring Annual Audited Financial Reports regarding
qualifications of independent certified public accountants.

This letter is intended solely for the information and use of the Audit Committee and management of
UnitedHealthcare of the Midwest, Inc. and for filing with the Missouri Department of Insurance and
other state insurance departments to whose jurisdiction the Company is subject and is not intended to
be and should not be used by anyone other than these specified parties.

pﬂz& /fwé LLP

May 11, 2023
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UnitedHealthcare Community Plan of Kansas

To the Audit Committee of
UnitedHealthcare of the Midwest, Inc.
13655 Riverport Drive, MO050-1000
Maryland Heights, MO 63043

The Management of
UnitedHealthcare of the Midwest, Inc.
13655 Riverport Drive, MO050-1000
Maryland Heights, MO 63043

Dear Members of the Audit Committee and Management:

We have audited, in accordance with auditing standards generally accepted in the United States of
America, the statutory basis financial statements of UnitedHealthcare of the Midwest, Inc. (the
“Company”) for the years ended December 31, 2021, and 2020, and have issued our report thereon
dated April 21, 2022. In connection therewith, we advise you as follows:

1. We are independent certified public accountants with respect to the Company and conform to the
standards of the accounting profession as contained in the Code of Professional Conduct and
pronouncements of the American Institute of Certified Public Accountants, the rules and regulations
of the Missouri Department of Insurance, and the Rules of Professional Conduct of the Florida Board
of Accountancy.

2. The engagement partner and engagement manager, who are certified public accountants, have
22 years and 8 years, respectively, of experience in public accounting and are experienced in
auditing insurance enterprises. Members of the engagement team, most of whom have had
experience in auditing insurance enterprises and 28 percent of whom are certified public
accountants, were assigned to perform tasks commensurate with their training and experience.

3. We understand that the Company intends to file its audited statutory basis financial statements and
our report thereon with the Missouri Department of Insurance and other state insurance
departments in states in which the Company is licensed and that the insurance commissioners of
those states will be relying on that information in monitoring and regulating the statutory basis
financial condition of the Company.

While we understand that an objective of issuing a report on the statutory basis financial statements
is to satisfy regulatory requirements, our audit was not planned to satisfy all objectives or
responsibilities of insurance regulators. In this context, the Company and insurance commissioners
should understand that the objective of an audit of statutory basis financial statements in
accordance with auditing standards generally accepted in the United States of America is to form an
opinion and issue a report on whether the statutory basis financial statements present fairly, in all
material respects, the admitted assets, liabilities, and capital and surplus, results of operations and
cash flows in accordance with accounting practices prescribed or permitted by the Missouri
Department of Insurance. Consequently, under auditing standards generally accepted in the United
States of America, we have the responsibility, within the inherent limitations of the auditing process,
to plan and perform our audit to obtain reasonable assurance regarding whether the statutory basis
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financial statements are free from material misstatement, whether due to error or fraud, and to
exercise due professional care in the conduct of the audit. The Company is not required to have, nor
were we engaged to perform, an audit of internal control over financial reporting. Our audit
included consideration of internal control relevant to the entity’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 internal
control over financial reporting. The concept of selective testing of the data being audited, which
involves judgment both as to the number of transactions to be audited and the areas to be tested,
has been generally accepted as a valid and sufficient basis for an auditor to express an opinion on
financial statements. Audit procedures that are effective for detecting errors, if they exist, may be
ineffective for detecting misstatements resulting from fraud. Because of the characteristics of fraud,
particularly those involving concealment and falsified documentation (including forgery), a properly
planned and performed audit may not detect a material misstatement resulting from fraud. In
addition, an audit does not address the possibility that material misstatements may occur in the
future. Also, our use of professional judgment and the assessment of materiality for the purpose of
our audit mean that matters may exist that would have been assessed differently by insurance
commissioners.

It is the responsibility of the management of the Company to adopt sound accounting policies, to
maintain an adequate and effective system of accounts, and to establish and maintain internal
control that will, among other things, provide reasonable, but not absolute, assurance that assets
are safeguarded against loss from unauthorized use or disposition and that transactions are
executed in accordance with management’s authorization and are recorded properly to permit the
preparation of financial statements in conformity with accounting practices prescribed or permitted
by the Missouri Department of Insurance.

The Insurance Commissioner should exercise due diligence to obtain whatever other information
that may be necessary for the purpose of monitoring and regulating the statutory basis financial
position of insurers and should not rely solely on the independent auditor’s report.

4. We will retain the working papers (including those kept in a hard copy or electronic medium)
prepared in the conduct of our audit until the Missouri Department of Insurance has filed a Report
of Examination covering 2021, but no longer than seven years. After notification to the Company,
we will make the working papers available for review by the Missouri Department of Insurance or its
delegates, at the offices of the insurer, at our offices, at the Missouri Department of Insurance, or at
any other reasonable place designated by the Insurance Commissioner. Furthermore, in the conduct
of the aforementioned periodic review by the Missouri Department of Insurance, photocopies of
pertinent audit working papers may be made (under the control of Deloitte & Touche LLP) and such
copies may be retained by the Missouri Department of Insurance. In addition, to the extent
requested, we may provide the Missouri Department of Insurance with copies of certain audit
working papers (such as unlocked copies of Excel spreadsheets that do not contain password
protection or encryption). As such, these audit working papers will be subject to potential
modification by Missouri Department of Insurance or by others. We are not responsible for any
modifications made to the copies, electronic or otherwise, after they are provided to the Missouri
Department of Insurance; and we are likewise not responsible for any effect that any such
modifications, whether intentional or not, might have on the process, substance, or outcome of
your regulatory examination.
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5. The engagement partner has served in this capacity with respect to the Company since 2019, is
licensed by the Florida Board of Accountancy, and is a member in good standing of the American
Institute of Certified Public Accountants.

6. To the best of our knowledge and belief, we are in compliance with the requirements of section 7 of
the NAIC’s Model Rule (Regulation) Requiring Annual Audited Financial Reports regarding
qualifications of independent certified public accountants.

This letter is intended solely for the information and use of the Audit Committee and management of
UnitedHealthcare of the Midwest, Inc. and for filing with the Missouri Department of Insurance and
other state insurance departments to whose jurisdiction the Company is subject and is not intended to
be and should not be used by anyone other than these specified parties.

p*éf’»"ﬁ ’ /fwéc LLP

April 21, 2022
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- Deloitte & Touche LLP
Certified Public Accountants
333 Southeast 2nd Avenue

Suite 3600
Miami, FL 33131
USA

Tel:+1 305 372 3100
Fax:+1 305 372 3160
www.deloitte.com

INDEPENDENT AUDITORS’ REPORT

To the Audit Committee of
UnitedHealthcare of the Midwest, Inc.
13655 Riverport Drive, MO050-1000
Maryland Heights, MO 63043

We have audited the accompanying statutory basis financial statements of UnitedHealthcare of the
Midwest, Inc. (the “Company”), which comprise the statutory basis statements of admitted assets,
liabilities, and capital and surplus as of December 31, 2020 and 2019, and the related statutory basis
statements of operations, changes in capital and surplus, and cash flows for the years then ended, and
the related notes to the statutory basis financial statements.

Management’s Responsibility for the Statutory Basis Financial Statements

Management is responsible for the preparation and fair presentation of these statutory basis financial
statements in accordance with the accounting practices prescribed or permitted by the Missouri
Department of Insurance. 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 these statutory basis 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 statutory basis financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the statutory basis financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the statutory basis financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Company’s preparation and fair presentation of the statutory basis
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 statutory basis financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the statutory basis financial statements referred to above present fairly, in all material
respects, the admitted assets, liabilities, and capital and surplus of UnitedHealthcare of the

Midwest, Inc. 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
Missouri Department of Insurance described in Note 1 to the statutory basis financial statements.

Basis of Accounting

We draw attention to Note 1 of the statutory basis financial statements, which describes the basis of
accounting. As described in Note 1 to the statutory basis financial statements, the statutory basis
financial statements are prepared by UnitedHealthcare of the Midwest, Inc. using accounting practices
prescribed or permitted by the Missouri Department of Insurance, which is a basis of accounting other
than accounting principles generally accepted in the United States of America, to meet the requirements
of the Missouri Department of Insurance. Our opinion is not modified with respect to this matter.

Report on Supplemental Schedules

Our 2020 audit was conducted for the purpose of forming an opinion on the 2020 statutory basis
financial statements as a whole. The supplemental schedules of supplemental investment risks
interrogatories, summary investment schedule, and supplemental schedule regarding reinsurance
contracts with risk-limiting features as of and for the year ended December 31, 2020 are presented for
purposes of additional analysis and are not a required part of the 2020 statutory basis financial
statements. These schedules are the responsibility of the Company’s management and were derived
from and relate directly to the underlying accounting and other records used to prepare the statutory
basis financial statements. Such schedules have been subjected to the auditing procedures applied in
our audit of the 2020 statutory basis financial statements and certain additional procedures, including
comparing and reconciling such schedules 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, such schedules are fairly stated in all material respects in
relation to the 2020 statutory basis financial statements as a whole.

Restriction on Use

Our report is intended solely for the information and use of the Audit Committee and the management
of UnitedHealthcare of the Midwest, Inc. and for filing with state insurance departments to whose
jurisdiction the Company is subject and is not intended to be and should not be used by anyone other
than these specified parties.

p.béﬁrﬁtt 5 Tuds J2P

April 23, 2021
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UNITEDHEALTHCARE OF THE MIDWEST, INC.

STATUTORY BASIS STATEMENTS OF ADMITTED ASSETS,

LIABILITIES, AND CAPITAL AND SURPLUS
AS OF DECEMBER 31, 2020 AND 2019

2020 2019
ADMITTED ASSETS
CASH AND INVESTED ASSETS:
Bonds $ 52,061,919 $ 50,919,769
Cash of $38,778 and $35,846 and cash equivalents of $128,441,832
and $68,865,650, in 2020 and 2019, respectively 128,480,610 68,901,496
Subtotal cash and invested assets 180,542,529 119,821,265
OTHER ASSETS:
Investment income due and accrued 398,125 539,467
Premiums and considerations 222,628,945 186,765,793
Amounts recoverable fromreinsurers 89,645,722 68,152,757
Other amounts receivable under reinsurance contracts 15,418,689 14,405,462
Amounts receivable relating to uninsured plans 19,414,184 40,899,882
Current federal income tax recoverable 1,594,260 -
Net deferred tax asset 1,751,172 2,439,967
Receivables from parent, subsidiaries, and affiliates, net - 1,005,834
Health care receivables 37,111,080 25,532,254
Subtotal other assets 387,962,177 339,741,416

TOTAL ADMITTED ASSETS

LIABILITIES AND CAPITAL AND SURPLUS

LIABILITIES:
Claims unpaid

$ 568,504,706

$ 459,562,681

$ 120,307,812

$ 107,356,691

Accrued medical incentive pool and bonus amounts 4,782,607 2,956,892
Unpaid claims adjustment expenses 2,329,097 2,048,408
Aggregate health policy reserves, including $8,332,915 and $9,111,698 for medical loss

ratio rebate per the Public Health Service Act for 2020 and 2019, respectively 41,617,550 30,654,326
Aggregate health claimreserves 1,099,685 979,372
Premiums received in advance 400 10,886
General expenses due or accrued 15,034,054 13,748,270
Current federal income tax payable - 5,921,188
Ceded reinsurance premiums payable 106,955,401 91,683,885
Remittances and items not allocated 4,134 4,084
Amounts due to parent, subsidiaries, and affiliates, net 18,178,607 -
Liability for amounts held under uninsured plans 1,767,624 1,273,924
Other liabilities 3,213 7,920

Total liabilities 312,080,184 256,645,846
CAPITAL AND SURPLUS:

Section 9010 ACA subsequent fee year assessment - 34,403,481
Common capital stock, $1 par value — 100 shares

authorized; 1 share issued and outstanding 1 1
Gross paid-in and contributed surplus 32,788,535 32,788,535
Unassigned surplus 223,635,986 135,724,818

Total capital and surplus 256,424,522 202,916,835

TOTAL LIABILITIES AND CAPITAL AND SURPLUS

See notes to statutory basis financial statements.
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UNITEDHEALTHCARE OF THE MIDWEST, INC.

STATUTORY BASIS STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

REVENUES:
Net premium income
Change in reserve for rate credits

Total revenues

UNDERWRITING DEDUCTIONS:
Hospital and medical:
Hospital/medical benefits
Other professional senices
Prescription drugs

Incentive pool, withhold adjustments, and bonus amounts
Net reinsurance recoveries

Total hospital and medical

Claims adjustment expenses
General administrative expenses

(Decrease) increase in reserves for accident and
health contracts

Total underwriting deductions

NET UNDERWRITING GAIN

NET INVESTMENT GAINS:
Net investment income earned
Net realized capital (losses) gains less capital gains tax

(benefit) expense of $(6,451) and $70,581 in
2020 and 2019, respectively

Total net investment gains

NET (LOSS) GAIN FROM PREMIUM BALANCES
CHARGED OFF

OTHER LOSSES

NET INCOME BEFORE FEDERAL INCOME TAXES
FEDERAL INCOME TAXES INCURRED

NET INCOME

See notes to statutory basis financial statements.
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2020

$ 1,575,204,977
(2,180,798)

2019

$ 1,239,913,435
(7,530,986)

1,573,024,179

1,232,382,449

1,997,638,320
66,306,784
168,700,457
11,819,933

(994,673,161)

1,782,238,012
74,806,161
147,817,939
3,237,332

(963,636,480)

1,249,792,333

70,100,168
125,474,687

(1,151,000)

1,044,462,964

52,258,619
91,973,638

1,149,111

1,444,216,188

1,189,844,332

128,807,991 42,538,117
1,842,243 3,269,264
(24,267) 269,012
1,817,976 3,538,276
(510,353) 15,256
(786,219) (3,508,603)
129,329,395 42,583,046
34,356,191 9,925,607

$ 94,973,204

$ 32,657,439
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UNITEDHEALTHCARE OF THE MIDWEST, INC.

STATUTORY BASIS STATEMENTS OF CHANGES IN CAPITAL AND SURPLUS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

RFP Number: EVT0009267

Section 9010
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ACA Gross
Subsequent Common Paid-In and Unassigned Total
Fee Year Capital Stock Contributed Surplus Capital and
Assessment Shares Amount Surplus Surplus
BALANCE — January 1, 2019 $ - 1 $ 1 $ 32,788,535 $ 157,524,773 $ 190,313,309
Net income - - - - 32,657,439 32,657,439
Dividend paid - - - - (25,000,000) (25,000,000)
Change in net unrealized capital
losses on investments less
capital gains benefit of $5,044 - - - - (18,975) (18,975)
Section 9010 ACA subsequent
fee year assessment 34,403,481 - - - (34,403,481) -
Change in nonadmitted assets - - - - 5,822,455 5,822,455
Change in net deferred
income taxes - - - - (857,393) (857,393)
BALANCE — December 31, 2019 34,403,481 1 1 32,788,535 135,724,818 202,916,835
Net income - - - - 94,973,204 94,973,204
Dividends paid - - - - (43,200,000) (43,200,000)
Section 9010 ACA subsequent
fee year assessment (34,403,481) - - - 34,403,481 -
Change in nonadmitted assets - - - - 2,423,278 2,423,278
Change in net deferred
income taxes - - - - (688,795) (688,795)
BALANCE — December 31, 2020 $ - 1 $ 1 $ 32,788,535 $ 223,635,986 $ 256,424,522
See notes to statutory basis financial statements.
-5-

Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

UNITEDHEALTHCARE OF THE MIDWEST, INC.

STATUTORY BASIS STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

2020 2019
CASH FLOWS FROM OPERATIONS:
Premiums collected, net of reinsurance $ 1,564,536,907 $ 1,295,984,471
Net investment income 2,388,670 3,693,931
Benefit and loss related payments (1,265,571,093) (1,015,058,984)
Commissions and other expenses paid (174,336,565) (166,543,654)
Federal income taxes paid, net (41,865,188) (7,360,276)
Net cash provided by operations 85,152,731 110,715,488
CASH FLOWS FROM INVESTMENTS:
Proceeds from investments:
Bonds sold or matured 7,991,352 32,992,678
Net gains on cash equivalents and
short-term investments - 13
Total investment proceeds 7,991,352 32,992,691

Cost of investments acquired:
Bonds (9,574,751)
Other applications -

(11,215,610)
(2,348,149)

Total cost of investments acquired (9,574,751)

(13,563,759)

Net cash (used in) provided by investments (1,583,399)

19,428,932

CASH FLOWS FROM FINANCING AND
MISCELLANEOUS ACTIVITIES:
Cash provided through (used in) net transfers

from (to) affiliates 19,184,441
Dividends paid (43,200,000)
Other cash provided 25,341

(44,244,838)
(25,000,000)
328,057

Net cash used in financing and
miscellaneous activities (23,990,218)

(68,916,781)

RECONCILIATION OF CASH AND CASH EQUIVALENTS:

61,227,639

7,673,857

NET CHANGE IN CASH AND CASH EQUIVALENTS 59,579,114
CASH AND CASH EQUIVALENTS — Beginning of year 68,901,496
CASH AND CASH EQUIVALENTS — End of year $ 128,480,610

$ 68,901,496

See notes to statutory basis financial statements.
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UNITEDHEALTHCARE OF THE MIDWEST, INC.

NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2020 AND 2019

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GOING CONCERN
Organization and Operation

UnitedHealthcare of the Midwest, Inc. (the “Company”), licensed as a health maintenance organization
(“HMQ?”), offers its enrollees a variety of managed care programs and products through contractual
arrangements with health care providers. The Company is a wholly owned subsidiary of
UnitedHealthcare, Inc. (“UHC”). UHC is a wholly owned subsidiary of United HealthCare Services, Inc.
(“UHS”), a management corporation that provides services to the Company under the terms of a
management agreement (the “Agreement”). UHS is a wholly owned subsidiary of UnitedHealth Group
Incorporated (“UnitedHealth Group”). UnitedHealth Group is a publicly held company trading on the New
York Stock Exchange.

The Company was incorporated on February 26, 1985, as an HMO and operations commenced in
August 1985. The Company is certified as an HMO by the Missouri Department of Insurance (the
“Department”). The Company has entered into contracts with physicians, hospitals, and other health
care provider organizations to deliver health care services for all enrollees. As of December 31, 2020,
the Company is licensed in five states.

The Company offers comprehensive commercial products to individuals. The contract outlines the
coverage provided and renewal provisions. Effective January 1, 2017, the Company exited the
Affordable Care Act (“ACA”) individual exchange market in Kansas and lllinois.

The Company has a contract with the Centers for Medicare and Medicaid Services (“CMS”) to serve as
a plan sponsor offering a Dual Special Needs Plan (“DSNP”) product. This product is solely funded by
CMS. A DSNP is a specialized type of Medicare Advantage Prescription Drug Plan (“MAPD”) that is
limited to dually eligible members and provides additional Medicaid coordination and clinical programs
(collectively “Medicare Plans”).

The Company has a contract with the State of Kansas Department of Health and Environment (“KDHE”),
to provide health care services to Medicaid and Children’s Health Insurance Program (“CHIP”, a
program for uninsured children) eligible beneficiaries in Kansas. The current contract is effective through
December 31, 2021, and is subsequently subject to annual renewal options through December 31,
2023.

The Company has a contract with the State of Missouri Department of Social Services, Missouri
HealthNet Division (“HealthNet”), to provide health care services to Medicaid and CHIP eligible
beneficiaries in Missouri. The current contract is effective through June 30, 2021, and is subject to
annual renewal provisions thereafter.

A. Accounting Practices

The statutory basis financial statements of the Company are presented on the basis of accounting
practices prescribed or permitted by the Department.

The Department recognizes only statutory accounting practices, prescribed or permitted by the
State of Missouri, for determining and reporting the financial condition and results of operations of
an HMO, for determining its solvency under Missouri Insurance Law. The state prescribes the use
of the National Association of Insurance Commissioners’ (“NAIC”) Accounting Practices and
Procedures manual (“NAIC SAP”) in effect for the accounting periods covered in the statutory
basis financial statements.

-7-
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The Department has adopted certain prescribed accounting practices that differ from those found
in the NAIC SAP. A reconciliation of the Company’s net income and capital and surplus between
the NAIC SAP and practices prescribed by the Department is shown below:

December 31, December 31,
Net Income SSAP # AFS Line # 2020 2019

(1) Company state basis XXX XXX $ 94,973,204 $ 32,657,439
(2) State prescribed practices that are an

increase/(decrease) from NAIC SAP:

Not applicable - -
(3) State permitted practices that are an

increase/(decrease) from NAIC SAP:

Not applicable - -

(4) NAICSAP (1-2-3=4) XXX XXX $ 94,973,204 $ 32,657,439

Capital and Surplus

(5) Company state basis XXX XXX $ 256,424,522 $ 202,916,835
(6) State prescribed practices that are an

increase/(decrease) from NAIC SAP:

20 CSR 200-1.040(3)(B) - Nonadmit

prepaid premium taxes (7,241) (8,376)

(7) State permitted practices that are an

increase/(decrease) from NAIC SAP:

Not applicable - -

(8) NAICSAP (5-6-7=8) XXX XXX $ 256,431,763  $ 202,925,211

Prepaid premium taxes of $7,241 and $8,376 as of December 31, 2020 and 2019, respectively,
are required to be nonadmitted per Missouri Regulation 20 CSR 200-1.040. There was no impact
to net income and no regulatory risk-based capital (‘RBC”) event was triggered from the
Company using the Missouri statute.

B. Use of Estimates in the Preparation of the Statutory Basis Financial Statements

The preparation of these statutory basis financial statements in conformity with the NAIC Annual
Statement Instructions and the NAIC SAP include certain amounts that are based on the
Company’s estimates and judgments. These estimates require the Company to apply complex
assumptions and judgments, often because the Company must make estimates about the effects
of matters that are inherently uncertain and will change in subsequent periods. The most
significant estimates relate to hospital and medical benefits, claims unpaid, aggregate health
policy reserves (including medical loss ratio rebates and premium deficiency reserves (“PDR”)),
aggregate health claim reserves, and risk adjustment estimates. The Company adjusts these
estimates each period as more current information becomes available. The impact of any
changes in estimates is included in the determination of net income in the period in which the
estimate is adjusted.

C. Accounting Policy

Basis of Presentation — The Company prepares its statutory basis financial statements on the
basis of accounting practices prescribed or permitted by the Department. These statutory
practices differ from accounting principles generally accepted in the United States of America
(“GAAP").
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Accounting policy disclosures that are required by the NAIC Annual Statement instructions are as
follows:

(1-2) Bonds are stated at book/adjusted carrying value if they meet NAIC designation of one or
two and stated at the lower of book/adjusted carrying value or fair value if they meet an
NAIC designation of three or higher. The Company does not have any mandatory
convertible securities or Securities Valuation Office of the NAIC (“SVO”) identified funds
(i.e.: exchange traded funds or bond mutual funds) in its bond portfolio. Amortization of
bond premium or accretion of discount is calculated using the constant-yield interest
method. Bonds are valued and reported using market prices published by the SVO in
accordance with the NAIC Valuation of Securities manual prepared by the SVO or an
external pricing service;

(3—4) The Company holds no common or preferred stock;
(5) The Company holds no mortgage loans on real estate;

(6) U.S. government and agency securities and corporate debt securities include loan-backed
securities (mortgage-backed securities and asset-backed securities), which are valued
using the retrospective adjustment methodology. Prepayment assumptions for the
determination of the book/adjusted carrying value, commonly referred to as amortized cost,
of loan-backed securities are based on a three-month constant prepayment rate history
obtained from external data source vendors. The Company’s investment policy limits
investments in nonagency residential mortgage-backed securities, including home equity
and sub-prime mortgages, to 10% of total cash and invested assets. Total combined
investments in mortgage-backed securities and asset-backed securities cannot exceed
more than 30% of total cash and invested assets;

(7) The Company holds no investments in subsidiaries, controlled, or affiliated entities;

(8) The Company has no investment interests with respect to joint ventures, partnerships, or
limited liability companies;

(9) The Company holds no derivatives;

(10) PDR (inclusive of conversion reserves) and the related expenses are recognized when it is
probable that expected future health care expenses, claims adjustment expenses (“CAE”),
direct administration costs, and an allocation of indirect administration costs under a group
of existing contracts will exceed anticipated future premiums and reinsurance recoveries
considered over the remaining lives of the contracts, and are recorded as aggregate health
policy reserves in the statutory basis statements of admitted assets, liabilities, and capital
and surplus. Indirect administration costs arise from activities that are not specifically
identifiable to a specific group of existing contracts, and therefore, those costs are fully
allocated among the various contract groupings. The allocation of indirect administration
costs to each contract grouping is made proportionately to the expected margins remaining
in the premiums after future health care expenses, CAE, and direct administration costs are
considered. The data and assumptions underlying such estimates and the resulting
reserves are periodically updated, and any adjustments are reflected as an increase or
decrease in reserves for accident and health contracts in the statutory basis statements of
operations in the period in which the change in estimate is identified. The Company does
anticipate investment income as a factor in the PDR calculation (see Note 30);

(11) CAE are those costs expected to be incurred in connection with the adjustment and
recording of accident and health claims. Pursuant to the terms of the Agreement (see
Note 10), the Company pays a management fee to its affiliate, UHS, in exchange for
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administrative and management services. A detailed review of the administrative expenses
of the Company and UHS is performed to determine the allocation between CAE and
general administrative expenses (“GAE”) to be reported in the statutory basis statements of
operations. It is the responsibility of UHS to pay CAE in the event the Company ceases
operations. The Company has recorded an estimate of unpaid CAE associated with
incurred but unpaid claims, which is included in unpaid CAE in the statutory basis
statements of admitted assets, liabilities, and capital and surplus. Management believes
the amount of the liability for unpaid CAE as of December 31, 2020 is adequate to cover
the Company’s cost for the adjustment and recording of unpaid claims; however, actual
expenses may differ from those established estimates. Adjustments to the estimates for
unpaid CAE are reflected in operating results in the period in which the change in estimate
is identified;

(12) The Company does not carry any fixed assets in the statutory basis financial statements;

(13) Health care receivables consist of pharmacy rebates receivable estimated based on the
most currently available data from the Company’s claims processing systems and from
data provided by the Company’s affiliated pharmaceutical benefit manager, OptumRYXx, Inc.
(“OptumRx”). Health care receivables also include receivables for amounts due to the
Company for provider advances and claim overpayments to providers, hospitals and other
health care organizations. In addition, the Company has agreements with certain
independent physicians and physician network organizations that provide for the
establishment of a fund into which the Company places monthly premiums payable for
members assigned to the physician. The Company manages the disbursement of funds
from this account as well as reviews the utilization of nonprimary care medical services of
members assigned to the physicians. Any deficits in the fund are shared by the Company
and the physician based upon predetermined risk-sharing percentages and any associated
receivable is included in health care receivables. Health care receivables are considered
nonadmitted assets under the NAIC SAP if they do not meet admissibility requirements.
Accordingly, the Company has excluded receivables that do not meet the admissibility
criteria from the statutory basis statements of admitted assets, liabilities, and capital and
surplus (see Note 28).

The Company has also deemed the following to be significant accounting policies and/or
differences between statutory practices and GAAP:

ASSETS
Cash and Invested Assets

. Bonds include U.S. government and agency securities, state and agency municipal
securities, city and county municipal securities, and corporate debt securities, with a
maturity of greater than one year at the time of purchase;

. Certain debt investments categorized as available-for-sale or held-to-maturity under GAAP
are presented at the lower of book/adjusted carrying value or fair value in accordance with
the NAIC designations in the statutory basis financial statements, whereas under GAAP,
these investments are shown at fair value or book/adjusted carrying value, respectively;

. Cash and cash equivalents in the statutory basis financial statements represent cash
balances and investments with original maturities of one year or less from the time of
acquisition, whereas under GAAP, the corresponding caption of cash and cash equivalents
includes cash balances and investments that will mature in one year or less from the
balance sheet date;
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. Cash represents cash held by the Company in disbursement accounts. Claims and other
payments are made from the disbursement accounts daily;

. Outstanding checks are required to be netted against cash balances or presented as cash
overdrafts if in excess of cash balances in the statutory basis statements of admitted
assets, liabilities, and capital and surplus as opposed to being presented as other liabilities
under GAAP;

o Cash equivalents include money-market funds. Cash equivalents have original maturity
dates of three months or less from the date of acquisition. Money-market funds are
reported at fair value or net asset value (“NAV”) as a practical expedient;

. Realized capital gains and losses on sales of investments are calculated based upon
specific identification of the investments sold. These gains and losses are reported as net
realized capital (losses) gains less capital gains tax (benefit) expense in the statutory basis
statements of operations;

o The Company continually monitors the difference between amortized cost and estimated
fair value of its investments. If any of the Company’s investments experience a decline in
value that the Company has determined is other-than-temporary, or if the Company has
determined it will sell a security that is in an impaired status, the Company will record a
realized loss in net realized capital losses less benefits. The new cost basis is not changed
for subsequent recoveries in fair value. The prospective adjustment method is utilized for
loan-backed securities for periods subsequent to the loss recognition. The Company
recognized an other-than-temporary impairment (“OTTI”) of $31,392 and $0 for the years
ended December 31, 2020 and 2019, respectively;

. The NAIC SAP requires the following captions to be taken into consideration in the
reconciliation of the statutory basis statements of cash flows: cash, including cash
overdrafts, cash equivalents, and short-term investments, which can include restricted cash
reserves, with original maturities of one year or less from the time of acquisition, whereas
under GAAP, pursuant to Accounting Standards Update 2016-18, Statement of Cash
Flows, Restricted Cash, the statements of cash flows reconcile the corresponding captions
of cash, cash equivalents and restricted cash with maturities of three months or less. Short-
term investments with a final maturity of one year or less from the balance sheet date are
not included in the reconciliation of GAAP cash flows. In addition, there are classification
differences within the presentation of the cash flow categories between GAAP and NAIC
SAP. The statutory basis statements of cash flows are prepared in accordance with the
NAIC Annual Statement Instructions.

Other Assets

. Investment Income Due and Accrued — Investment income earned and due as of the
reporting date, in addition to investment income earned but not paid or collected until
subsequent periods, is reported as investment income due and accrued in the statutory
basis statements of admitted assets, liabilities, and capital and surplus. The Company
evaluates the collectability of the amounts due and accrued and amounts determined to be
uncollectible are written off in the period in which the determination is made. In addition, the
remaining balance is assessed for admissibility and any balance greater than 90 days past
due is considered a nonadmitted asset.

. Premiums and Considerations — The Company reports uncollected premium balances
from its insured members, CMS, and state Medicaid agencies as premiums and
considerations in the statutory basis statements of admitted assets, liabilities, and capital
and surplus. Uncollected premium balances that are over 90 days past due, with the

-11 -
RFP Number: EVT0009267 Page 150 of 494 Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

exception of amounts due from government insured plans, are considered nonadmitted
assets. In addition to those balances, current balances are also considered nonadmitted if
the corresponding balance greater than 90 days past due is deemed more than
inconsequential. Premiums and considerations also include the following (see Note 24):

a) CMS risk corridor receivables for which adjustments are based on whether the
ultimate per member per month (“PMPM”) benefit costs of any Medicare Plan varies
more than 5% above the level estimated in the original bid submitted by the
Company and approved by CMS;

b) CMS risk adjustment receivables for the Medicare Plans. The risk adjustment model
apportions premiums paid to all health plans according to the health severity and
certain demographic factors of its enrollees. The CMS risk adjustment model pays
more for members whose medical history indicates they have certain medical
conditions. Under this risk adjustment methodology, CMS calculates the risk-
adjusted premium payment using diagnosis data from hospital inpatient, hospital
outpatient, and physician treatment settings. The Company and health care
providers collect, capture, and submit the necessary and available diagnosis data to
CMS within prescribed deadlines. The Company estimates risk adjustment revenues
based upon the diagnosis data submitted and expected to be submitted to CMS. The
Company recognizes such changes when the amounts become determinable and
supportable and collectability is reasonably assured,;

c) KDHE pay for performance receivable. The pay for performance program is based
upon the Company’s performance against various quality and operation measures
established in the Company’s contract with KDHE. The pay for performance
receivable is calculated as a percentage of a monthly capitation payment received
from the State of Kansas;

d) HealthNet pay for performance receivable. The pay for performance program is
based upon the Company’s performance against various quality and operational
measures established in the Company’s contract with HealthNet. The pay for
performance receivable is calculated as a percentage of a monthly capitation
payment received from the State of Missouri.

Premium adjustments for the CMS risk corridor program are accounted for as premium
adjustments subject to retrospectively rated features. Premium adjustments for the CMS
risk adjustment and pay for performance programs are accounted for as premium
adjustments subject to redetermination (see Note 24).

. Amounts Receivable Relating to Uninsured Plans — The Company reports amounts
due to the Company from CMS for the administrative activities it performs for which it has
no insurance risk as amounts receivable relating to uninsured plans (see Note 18).
Amounts receivable relating to uninsured plans include the following:

a) costs incurred in excess of the cost reimbursement under the Medicare Plans for the
catastrophic reinsurance subsidy and the low-income member cost-sharing subsidy
for the individual members. The Company is fully reimbursed by CMS for costs
incurred for these contract elements, and accordingly, there is no insurance risk to
the Company. Subsidies for individual members are received monthly and are not
reflected as net premium income, but rather are accounted for as deposits. If the
Company incurs costs in excess of these subsidies, a corresponding receivable is
recorded. The low-income member cost-sharing subsidy for employer group
members is only received at settlement which is in the subsequent year; and
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b) the Patient Protection and ACA and its related legislation mandates consumer
discounts of 70% on brand name prescription drugs for Part D plan participants in
the coverage gap. As part of the Coverage gap discount program, the Company
records a receivable from the pharmaceutical manufacturers for reimbursement of
the discounts. The Company solely administers the application of these funds and
has no insurance risk.

. Current Federal Income Tax Recoverable — The Company is included in the
consolidated federal income tax return with its ultimate parent, UnitedHealth Group, under
which taxes approximate the amount that would have been computed on a separate
company basis, with the exception of net operating losses and capital losses. For these
losses, the Company receives a benefit at the federal rate in the current year for current
taxable losses incurred in that year to the extent losses can be utilized in the consolidated
federal income tax return of UnitedHealth Group. A current federal income tax recoverable
is recognized when the Company’s allocated intercompany estimated payments are more
than its actual calculated obligation based on the Company’s stand-alone federal income
tax return (see Note 9).

. Net Deferred Tax Asset — The NAIC SAP provides for an amount to be recorded for
deferred taxes on temporary differences between the financial reporting and tax bases of
assets, subject to a valuation allowance and admissibility limitations on deferred tax assets
(see Note 9). In addition, under the NAIC SAP, the change in deferred tax assets is
recorded directly to unassigned surplus in the statutory basis financial statements, whereas
under GAAP, the change in deferred tax assets is recorded as a component of the income
tax provision within the income statement and is based on the ultimate recoverability of the
deferred tax assets. Based on the admissibility criteria under the NAIC SAP, any deferred
tax assets determined to be - 13 -onadmitted are charged directly to surplus and excluded
from the statutory basis financial statements, whereas under GAAP, such assets are
included in the balance sheet.

. Receivables from Parent, Subsidiaries, and Affiliates, Net — In the normal course of
business, the Company has various transactions with related parties (see Note 10). The
Company reports any unsettled amounts due as receivables from parent, subsidiaries, and
affiliates, net, in the statutory basis statements of admitted assets, liabilities, and capital
and surplus. The Company has excluded receivables that do not meet the admissibility
criteria from the statutory basis statements of admitted assets, liabilities, and capital and

surplus.
LIABILITIES
. Claims Unpaid and Aggregate Health Claim Reserves — Claims unpaid and aggregate

health claim reserves include claims processed but not yet paid, estimates for claims
received but not yet processed, estimates for the costs of health care services enrollees
have received but for which claims have not yet been submitted, and payments and
liabilities for physician, hospital, and other medical costs disputes.

The estimates for incurred but not yet reported claims are developed using an actuarial
process that is consistently applied, centrally controlled, and automated. The actuarial
models consider factors such as historical submission and payment data, cost trends,
customer and product mix, seasonality, utilization of health care services, contracted
service rates, and other relevant factors. The Company estimates such liabilities for
physician, hospital, and other medical cost disputes based upon an analysis of potential
outcomes, assuming a combination of litigation and settlement strategies. These estimates
may change as actuarial methods change or as underlying facts upon which estimates are
based change. The Company did not change actuarial methods during 2020 and 2019.
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Management believes the amount of claims unpaid and aggregate health claim reserves is
a best estimate of the Company’s liability for unpaid claims and aggregate health claim
reserves as of December 31, 2020; however, actual payments may differ from those
established estimates.

The reserves ceded to reinsurers for claims unpaid and aggregate health claim reserves
have been reported as reductions of the related reserves rather than as assets, which
would be required under GAAP.

The Company contracts with hospitals, physicians, and other providers of health care
under capitated or discounted fee for service arrangements, including a hospital per diem
to provide medical care services to enrollees. Some of these contracts are with related
parties (see Note 10). Capitated providers are at risk for the cost of medical care services
provided to the Company’s enrollees; however, the Company is ultimately responsible for
the provision of services to its enrollees should the capitated provider be unable to provide
the contracted services.

o Accrued Medical Incentive Pool and Bonus Amounts — The Company has agreements
with certain independent physicians and physician network organizations that provide for
the establishment of a fund into which the Company places monthly premiums payable for
members assigned to the physician. The Company manages the disbursement of funds
from this account as well as reviews the utilization of nonprimary care medical services of
members assigned to the physicians. Any surpluses in the fund are shared by the
Company and the physician based upon predetermined risk-sharing percentage and the
liability is included in accrued medical incentive pool and bonus amounts in the statutory
basis statements of admitted assets, liabilities, and capital and surplus. The Company also
has incentive and bonus arrangements with providers that are based on quality, utilization,
and/or various health outcome measures. The estimated amount due to providers that
meet the established metrics is included in accrued medical incentive pool and bonus
amounts in the statutory basis statements of admitted assets, liabilities, and capital and
surplus.

. Aggregate Health Policy Reserves — Aggregate health policy reserves includes:

a) CMS risk adjustment payables for the Medicare Plans. The risk adjustment model
apportions premiums paid to all health plans according to the health severity and
certain demographic factors of its Medicare Plans enrollees. The CMS risk
adjustment model pays more for members whose medical history indicates they
have certain medical conditions. Under this risk adjustment methodology, CMS
calculates the risk-adjusted premium payment using diagnosis data from hospital
inpatient, hospital outpatient, and physician treatment settings. The Company and
health care providers collect, capture, and submit the necessary and available
diagnosis data to CMS within prescribed deadlines. If diagnosis data submitted to
CMS needs to be corrected or deleted, the revised diagnosis data can be re-
submitted. The Company estimates reductions to risk adjustment revenues and
corresponding change in CMS risk adjustment payables based upon the diagnosis
data submitted and expected to be submitted to CMS. The Company recognizes
such changes when the amounts become determinable and supportable (see
Note 24);

b) estimated rebates payable on the Medicare Plans, if the medical loss ratios on this
fully insured product, as calculated under the definitions of the ACA and
implementing regulations, fall below certain targets. The Company is required to
rebate the ratable portions of the premiums annually (see Note 24);
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c) KDHE pay for performance. The pay for performance program is based upon the
Company’s performance against various quality measures established in the
Company’s contract with the KDHE. The unearned pay for performance reserve is
calculated as a percentage of a monthly capitation payment received from the State
of Kansas (see Note 24);

d) risk corridor payables due to the KDHE, net of reinsurance, to address the
uncertainty of medical costs given the COVID-19 pandemic. Risk corridor amounts
are recorded when the Company incurs benefit costs for KDHE members that are
less than 95%, or more than 105%, of the target amount set by the KDHE for
products subject to the corridor (see Note 24); and

e) the estimated amount for PDR (see Note 30).

. Premiums Received in Advance — Premiums received in full for the policies processed
during the current period, but prior to the commencement of the service period, are
recorded as premiums received in advance in the statutory basis statements of admitted
assets, liabilities, and capital and surplus.

o General Expenses Due or Accrued — General expenses that are due as of the reporting
date in addition to general expenses that have been incurred but are not due until a
subsequent period are reported as general expenses due or accrued in the statutory basis
statements of admitted assets, liabilities, and capital and surplus. General expenses due or
accrued also include the amounts for commissions payable, premium taxes, and state
income taxes (see Note 24).

. Current Federal Income Tax Payable — The Company is included in the consolidated
federal income tax return with its ultimate parent, UnitedHealth Group under which taxes
approximate the amount that would have been computed on a separate company basis,
with the exception of net operating losses and capital losses. For these losses, the
Company receives a benefit at the federal rate in the current year for current taxable losses
incurred in that year to the extent losses can be utilized in the consolidated federal income
tax return of UnitedHealth Group. A liability for federal income taxes payable is recognized
when its allocated intercompany estimated payments are less than its actual calculated
obligation based on the Company’s stand-alone federal income tax return (see Note 9).

. Remittances and Items Not Allocated — Remittances and items not allocated generally
represent monies received from policyholders for monthly premium billings or providers that
have not been specifically identified or applied prior to year-end. The majority is from
monies received in the lockbox account on the last day of the year.

. Amounts Due to Parent, Subsidiaries, and Affiliates, Net — In the normal course of
business, the Company has various transactions with related parties (see Note 10). The
Company reports any unsettled amounts owed as amounts payable to parent, subsidiaries,
and affiliates, net, in the statutory basis statements of admitted assets, liabilities, and
capital and surplus.

. Liability for Amounts Held Under Uninsured Plans — Liability for amounts held under
uninsured plans represents amounts due from the Company to CMS and provider agencies
for the administrative activities it performs for which it has no insurance risk (see Note 18).
Liability for amounts held under uninsured plans includes the following:

a) the ACA mandates consumer discounts of 70% on brand name prescription drugs
for Part D plan participants in the coverage gap. These discounts are pre-funded for
the individual members by CMS and a liability for the amount subject to recoupment
is recorded. The Company solely administers the application of these funds and has
no insurance risk.
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b) Payments received from the HealthNet’s Federal Reimbursement Allowance (“FRA”)
program include an amount due to the provider. Disbursements are passed through
to the provider on a monthly basis and are based on per member claim utilization.
The Company assumes no risk and does not recognize any premium revenue or
medical benefit expenses.

c) Payments received from HealthNet's Show Me Echo program include an amount
due to the provider. Disbursements are passed through to the provider on a monthly
basis and are based on number of members. The Company assumes no risk and
does not recognize any premium revenue or medical benefit expenses.

d) Payments received from HealthNet's Medicaid Access to Physician (“MAPS”)
program include an amount due to the provider. Disbursement are passed through to
the provider on a quarterly basis and are based on per member claims utilization.
The Company assumes no risk and does not recognize any premium revenue or
medical benefit expenses.

CAPITAL AND SURPLUS AND MINIMUM STATUTORY REQUIREMENTS

. Nonadmitted Assets — Certain assets, including certain aged premium receivables,
certain health care receivables, prepaid expenses, and amounts receivable relating to
uninsured plans, are considered nonadmitted assets under the NAIC SAP and are
excluded from the statutory basis statements of admitted assets, liabilities, and capital and
surplus and charged directly to unassigned surplus. Under GAAP, such assets are included
in the balance sheet.

o Restricted Cash Reserves — The Company held regulatory deposits in the amount of
$912,943 and $920,834 as of December 31, 2020 and 2019, respectively, in compliance
with the state requirements for qualification purposes as a domestic and foreign insurer.
These restricted cash reserves consist principally of government obligations and are stated
at book/adjusted carrying value, which approximates fair value. These restricted deposits
are included in bonds in the statutory basis statements of admitted assets, liabilities, and
capital and surplus. Interest earned on these deposits accrues to the Company.

. Minimum Capital and Surplus — Under the laws of the State of Missouri, the Company’s
domiciliary state, the Department requires the Company to maintain a minimum capital and
surplus equal to 2% of the prior year net premium income, or $24,798,269 and
$17,393,129 as of December 31, 2020 and 2019, respectively. The Company is in
compliance with the required amount.

RBC is a regulatory tool for measuring the minimum amount of capital appropriate for a
managed care organization to support its overall business operations in consideration of its
size and risk profile. The Department requires the Company to maintain minimum capital
and surplus equal to the greater of the state statute as outlined above, or the company
action level as calculated by the RBC formula, or the level needed to avoid action pursuant
to the trend test in the RBC formula. The Company is in compliance with the required
amount.

The Company is also subject to minimum capital and surplus requirements in other states
where it is licensed to do business.

The Company has $256,424,522 and $202,916,835 in total statutory basis capital and
surplus as of December 31, 2020 and 2019, respectively, which is in compliance with the
required amounts where it is licensed to do business.
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o Section 9010 ACA Subsequent Fee Year Assessment — The Company is subject to the
Section 9010 ACA subsequent fee year assessment. Under the NAIC SAP, as of
December, 31, 2019, an amount equal to the estimated subsequent year fee was
apportioned out of unassigned surplus and reported as Section 9010 ACA subsequent fee
year assessment, in the statutory basis statements of admitted assets, liabilities, and
capital and surplus, whereas under GAAP, no such special surplus designation is required.
In accordance with the 2021 Health Insurer Fee (“HIF”) repeal, no HIF will be payable in
2021 or thereafter, therefore no amounts will be apportioned out of unassigned surplus
after December 31, 2019.

STATEMENTS OF OPERATIONS

o Net Premium Income and Change in Reserve for Rate Credits — Revenues consist of
net premium income that is recognized in the period in which enrollees are entitled to
receive health care services. Net premium income is shown net of reinsurance premiums
paid and reinsurance premiums incurred but not paid in the statutory basis statements of
operations.

Comprehensive commercial health plans with medical loss ratios on fully insured products,
as calculated under the definitions in the ACA and implementing regulations, that fall below
certain targets are required to rebate ratable portions of premiums annually. The Company
classifies its estimated rebates as change in reserve for rate credits in the statutory basis
statements of operations.

Net premium income includes premiums under the Medicare Plans which includes CMS
premiums, including amounts pursuant to the CMS risk adjustment program and the CMS
low-income premium subsidy for the Company’s insurance risk coverage. Net premium
income is recognized ratably over the period in which eligible individuals are entitled to
receive health care services and prescription drug benefits.

The Company also records estimates related to the CMS Medicare Plans risk corridor
program. Changes to these estimates are reflected as change in reserve for rate credits in
the statutory basis statements of operations.

The Company’s Medicare Plans are subject to medical loss ratio requirements under the
ACA. Plans with medical loss ratios that fall below certain targets are required to rebate
ratable portions of premiums annually. The Company classifies its estimated rebates as
change in reserve for rate credits in the statutory basis statements of operations.

Net premium income also includes amounts paid by state and federal governments on a
per member basis in exchange for the provision and administration of medical benefits
under the Medicaid and CHIP programs. Premiums are contractual and are recognized in
the coverage period in which members are entitled to receive services, except in the case
of maternity payments. Maternity income is billed on contractual rates and recognized as
income as each birth case is identified by the Company. Included in net premium income
are capitated payments and maternity payments. The majority of net premium income
recorded is based on capitated rates, which are monthly premiums paid for each member
enrolled.

. Total Hospital and Medical Expenses — Total hospital and medical expenses include
claims paid, claims processed but not yet paid, estimates for claims received but not yet
processed, estimates for the costs of health care services enrollees have received but for
which claims have not yet been submitted, and payments and liabilities for physician,
hospital, and other medical costs disputes.
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Total hospital and medical expenses also include amounts incurred for incentive pool,
withhold adjustments, and bonus amounts that are based on the underlying contractual
provisions with the respective providers. In addition, adjustments to claims unpaid
estimates and aggregate health claim reserves are reflected in the period once the change
in estimate is identified and included in total hospital and medical expenses in the statutory
basis statements of operations.

. General Administrative Expenses — Pursuant to the terms of the Agreement (see
Note 10), the Company pays a management fee to UHS exchange for administrative and
management services. Costs for items not included within the scope of the Agreement are
directly expensed as incurred. State income taxes are also a component of GAE. A
detailed review of the administrative expenses of the Company and UHS is performed to
determine the allocation between CAE and GAE to be reported in the statutory basis
statements of operations.

The Company is subject to an annual fee under Section 9010 of the ACA. A health
insurance entity’s annual fee becomes payable once the entity provides health insurance
for any U.S. health risk during the calendar year, which is nondeductible for tax purposes
(see Note 22). Under the NAIC SAP, the entire amount of the estimated annual fee
expense is recognized on January 1 of the fee year in GAE in the statutory basis
statements of operations, whereas under GAAP, a deferred asset is created on January 1
of the fee year which is amortized to expense on a straight-line basis throughout the year.

. Net Investment Income Earned — Net investment income earned includes investment
income collected during the period, as well as the change in investment income due and
accrued on the Company’s holdings. Amortization of premium or discount on bonds and
certain external investment management costs are also included in net investment income
earned (see Note 7).

. Federal Income Taxes Incurred — The provision for federal income taxes incurred is
calculated based on applying the statutory federal income tax rate of 21% to net income
before federal income taxes and net realized capital losses (gains) subject to certain
adjustments (see Note 9).

. Comprehensive Income — Comprehensive income and its components are not
separately presented in the statutory basis financial statements, whereas under GAAP, it is
a requirement to present comprehensive income and its components in the financial
statements.

REINSURANCE

. Reinsurance Ceded — In the normal course of business, the Company seeks to limit its
exposure to loss on any single insured and to recover a portion of benefits paid by ceding
premium to other insurance enterprises or reinsurers under excess coverage contracts or
specific transfer of risk agreements. The Company remains primarily liable as the direct
insurer on the risks reinsured. Reinsurance premiums paid and reinsurance premiums
incurred but not paid are deducted from net premium income in the statutory basis
statements of operations. Any amounts due to the Company pursuant to these agreements
are recorded as amounts recoverable from reinsurers in the statutory basis statements of
admitted assets, liabilities, and capital and surplus (see Note 23).

The Company has a reinsurance agreement through which 60% of comprehensive
commercial and Medicaid earned member premiums, hospital and medical benefits, and
operating expenses are ceded to the reinsurer. These amounts are reflected as a reduction
to net premium income, change in reserves for rate credits, total hospital and medical,
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CAE, and GAE in the statutory basis financial statements. Pursuant to the quota share
agreement, the Company records amounts recoverable from the reinsurer for claims paid,
GAE, and CAE as amounts recoverable from reinsurers and estimates of claims incurred
but not yet paid as a reduction to claims unpaid in the statutory basis statements of
admitted assets, liabilities, and capital and surplus (see Note 23).

The Company has an insolvency-only reinsurance agreement with UnitedHealthcare
Insurance Company (“UHIC”), an affiliate whereby 0.1% of net premium income is ceded to
UHIC (see Note 23).

. Amounts Recoverable from Reinsurers — The Company records coinsurance cost
share within amounts recoverable from reinsurers in the statutory basis statements of
admitted assets, liabilities, and capital and surplus and as net reinsurance recoveries in the
statutory basis statements of operations.

. Ceded Reinsurance Premiums Payable — The ceded reinsurance premiums payable
balance represents amounts due to the reinsurers for specified coverage which will be paid
based on the contract terms.

OTHER

. Vulnerability Due to Certain Concentrations — The Company is subject to substantial
federal and state government regulation, including licensing and other requirements
relating to the offering of the Company’s existing products in new markets and offerings of
new products, both of which may restrict the Company’s ability to expand its business.

The Company has no commercial customers that individually exceed 10% of total direct
premiums written and premiums and considerations for the years ended December 31,
2020 and 2019.

Direct premiums written and premiums and considerations, including receivables for
contracts subject to redetermination, from members and CMS related to the Medicare
Plans as a percentage of total direct premiums written and total premiums and
considerations, including receivables for contracts subject to redetermination, are 27% and
5% as of December 31, 2020 and 22% and 6% as of December 31, 2019, respectively.

Direct premiums written and premiums and considerations, including receivables for
contracts subject to redetermination, from the KDHE as a percentage of total direct
premiums written and total premiums and considerations, including receivables for
contracts subject to redetermination, are 51% and 66% as of December 31, 2020 and 56%
and 64% as of December 31, 2019, respectively. Direct premiums written and uncollected
premiums, including receivables for contracts subject to redetermination, from HealthNet as
a percentage of total direct premiums written and total premiums and considerations,
including receivables for contracts subject to redetermination, are 22% and 29% as of
December 31, 2020 and 22% and 29% as of December 31, 2019, respectively.

Recently Issued Accounting Standards — The Company reviewed all recently issued guidance
in 2020 and 2019 that has been adopted for 2020 or subsequent years’ implementation and has
determined that none of the items would have a significant impact to the statutory basis financial
statements.

D. Going Concern

The Company has the ability and will continue to operate for a period of time sufficient to carry out
its commitments, obligations and business objectives.
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2. ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS

No changes in accounting principles or corrections of errors have been recorded during the years ended
December 31, 2020 and 2019.

3. BUSINESS COMBINATIONS AND GOODWILL
A-D. The Company was not party to a business combination during the years ended December 31,

2020 and 2019, and does not carry goodwill in its statutory basis statements of admitted assets,
liabilities, and capital and surplus.

4. DISCONTINUED OPERATIONS
A. Discontinued Operation Disposed of or Classified as Held for Sale

(1-4) The Company did not have any discontinued operations disposed of or classified as held
for sale during 2020 and 2019.

B. Change in Plan of Sale of Discontinued Operation — Not applicable.

C. Nature of any Significant Continuing Involvement with Discontinued Operations after
Disposal — Not applicable.

D. Equity Interest Retained in the Discontinued Operation after Disposal — Not applicable.
5. INVESTMENTS

For purposes of calculating gross realized gains and losses on sales of investments, the amortized cost
of each investment sold is used. The gross realized gains and losses on sales of long-term investments
were $20,513 and $19,838, respectively, for 2020 and $384,812 and $45,232, respectively, for 2019.
There were no gross realized gains or losses on sales of short-term investments in 2020 or 2019. The
net realized gain is included in net realized capital (losses) gains less capital gains tax (benefit)
expense. Total proceeds on the sale of long-term investments were $289,439 and $24,619,991 in 2020
and 2019, respectively. There were no proceeds on sale of short-term investments in 2020 and 2019.
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As of December 31, 2020 and 2019, the book/adjusted carrying value, fair value, and gross
unrecognized unrealized gains and losses of the Company’s investments, excluding cash and cash
equivalents of $128,480,610 and $68,901,496 respectively, are disclosed in the table below.

U.S. government and agency securities
State and agency municipal securities
City and county municipal securities
Corporate debt securities

Total bonds

Less than one year
One to five years
Five to ten years
Over ten years

Total bonds

U.S. government and agency securities
State and agency municipal securities
City and county municipal securities
Corporate debt securities

Total bonds

2020
Gross Gross
Gross Unrecognized Unrecognized
Unrecognized Unrealized Unrealized
Book/Adjusted Unrealized Losses Losses Fair
Carrying Value Gains <1 Year >1 Year Value
$ 13,209,165 $ 773,560 $ 3,691 $ - $ 13,979,034
5,169,379 456,820 - - 5,626,199
8,913,636 627,489 - - 9,541,125
24,769,739 1,511,394 4,763 13,044 26,263,326
$ 52,061,919 $ 3,369,263 $ 8,454 $ 13,044 $ 55,409,684
2020
Gross Gross
Gross Unrecognized Unrecognized
Unrecognized Unrealized Unrealized
Book/Adjusted Unrealized Losses Losses Fair
Carrying Value Gains <1 Year >1 Year Value
$ 1,760,557 $ 18,935 $ - $ - $ 1,779,492
14,195,110 759,226 - - 14,954,336
19,422,046 1,856,051 1,741 - 21,276,356
16,684,206 735,051 6,713 13,044 17,399,500
$ 52,061,919 $ 3,369,263 $ 8,454 $ 13,044 $ 55,409,684
2019
Gross Gross
Gross Unrecognized Unrecognized
Unrecognized Unrealized Unrealized
Book/Adjusted Unrealized Losses Losses Fair
Carrying Value Gains <1 Year >1 Year Value
$ 13,733,695 $ 355,121 $ 9,757 $ - $ 14,079,059
5,232,927 295,667 - - 5,528,594
8,069,280 400,346 - - 8,469,626
23,883,867 714,017 6,267 3,416 24,588,201
$ 50,919,769 $ 1,765,151 $ 16,024 $ 3,416 $ 52,665,480

Included in U.S. government and agency securities and corporate debt securities in the tables above are
mortgage-related loan-backed securities, which do not have a single maturity date. For the years to
maturity table above, these securities have been presented in the maturity group based on the

securities’ final maturity date and at a book/adjusted carrying value of $13,654,655 and fair value of

$14,254,753.
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The following table illustrates the fair value and gross unrecognized unrealized losses, aggregated by
investment category and length of time that the individual securities have been in a continuous
unrecognized unrealized loss position as of December 31, 2020 and 2019:

2020

<1 Year >1 Year Total
Gross Gross Gross
Unrecognized Unrecognized Unrecognized
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. government and agency securites $ 877,971 $ 3,691 $ - - $ 877,971 $ 3,691
Corporate debt securities 709,265 4,763 386,956 13,044 1,096,221 17,807
Total bonds $ 1,587,236 $ 8454 $ 386,956 $ 13,044 $ 1,974,192 $ 21,498
2019
<1 Year >1 Year Total
Gross Gross Gross
Unrecognized Unrecognized Unrecognized
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. government and agency securities  $ 1,610,661 $ 9,757 $ - $ - $ 1,610,661 $ 9,757
Corporate debt securities 2,397,075 6,267 622,948 3,416 3,020,023 9,683
Total bonds $ 4,007,736 $ 16,024 $ 622,948 $ 3416 $ 4,630,684 $ 19,440

The unrecognized unrealized losses on investments in U.S. government and agency securities and
corporate debt securities at December 31, 2020 and 2019, were mainly caused by interest rate
fluctuations and not by unfavorable changes in the credit ratings associated with these securities. The
Company evaluates impairment at each reporting period for each of the securities whereby the fair value
of the investment is less than its book/adjusted carrying value. The contractual cash flows of the U.S.
government and agency securities are guaranteed either by the U.S. government or an agency of the
U.S. government. It is expected that the securities would not be settled at a price less than the cost of
the investment, and the Company does not intend to sell the investment until the unrealized loss is fully
recovered. The Company assessed the credit quality of the state and agency municipal securities, city
and county municipal securities, and corporate debt securities, noting whether a significant deterioration
since purchase or other factors that may indicate an OTTI, such as the length of time and extent to
which fair value has been less than cost, the financial condition, and near-term prospects of the issuer
as well as specific events or circumstances that may influence the operations of the issuer and the
Company’s intent to sell the investment. Additionally, the Company evaluated its intent and ability to
retain loan-backed securities for a period of time sufficient to recover the amortized cost. As a result of
these reviews, the Company recorded an OTTI of $31,392 and $0 as of December 31, 2020 and 2019,
respectively, which are included in net realized capital (losses) gains less capital gains tax (benefit)
expense.

A-C. The Company has no mortgage loans, real estate loans, restructured debt, or reverse mortgages.
The Company also has no real estate property occupied by the Company, real estate property
held for the production of income, or real estate property held for sale.

D. Loan-Backed Securities

(1) U.S. government and agency securities and corporate debt securities include loan-backed
securities (mortgage-backed securities and asset-backed securities), which are valued
using the retrospective adjustment methodology. Prepayment assumptions for the
determination of the book/adjusted carrying value, commonly referred to as amortized cost,
of loan-backed securities are based on a three-month constant prepayment rate history
obtained from external data source vendors.

(2) The Company did not recognize any OTTI on loan-backed securities as of December 31,
2020 and 2019.
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(3) The Company did not have any loan-backed securities with OTTIs to report by CUSIP as of
December 31, 2020 or 2019.

(4) The following table illustrates the fair value, gross unrecognized unrealized losses, and
length of time that the loan-backed securities have been in a continuous unrecognized
unrealized loss position as of December 31, 2020 and 2019:

2020
The aggregate amount of unrealized losses:
1. Less than 12 months $ 3,691
2. 12 months or longer 13,044
The aggregate related fair value of securities with unrealized losses:
1. Less than 12 months 924,107
2. 12 months or longer 386,956
2019
The aggregate amount of unrealized losses:
1. Less than 12 months $ 11,402
2. 12 months or longer 3,229
The aggregate related fair value of securities with unrealized losses:
1. Less than 12 months 2,282,994
2. 12 months or longer 569,563

(5) The Company believes that it will continue to collect timely the principal and interest due on
its loan-backed securities that have an amortized cost in excess of fair value. The
unrealized losses were primarily caused by interest rate changes and not by unfavorable
changes in the credit quality associated with these securities that impacted the assessment
on collectability of principle and interest. At each reporting period, the Company evaluates
available-for-sale debt securities for any credit-related impairment when the fair value of the
investment is less than its amortized cost. The Company evaluated the expected cash
flows, the underlying credit quality and credit ratings of the issuers, and the potential
economic impacts of COVID-19 on the issuers, noting no significant credit deterioration
since purchase. As of December 31, 2020, the unrealized loss on any security that the
Company classified as intent to sell was not material to the Company’s investment portfolio.
Any other securities in an unrealized loss position as of December 31, 2020, the Company
considers to be temporary.

E. Dollar Repurchase Agreements and/or Securities Lending Transactions — Not applicable.
F. Repurchase Agreements Transactions Accounted for as Secured Borrowing — Not
applicable.

G. Reverse Repurchase Agreements Transactions Accounted for as Secured Borrowing —
Not applicable.

H. Repurchase Agreements Transactions Accounted for as a Sale — Not applicable.

1. Reverse Repurchase Agreements Transactions Accounted for as a Sale — Not applicable.
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J. Real Estate — Not applicable.

K. Low-Income Housing Tax Credits — Not applicable.

L. Restricted Assets —

UnitedHealthcare Community Plan of Kansas

(1) Restricted assets, including pledged securities as of December 31, 2020 and 2019, are

presented below:

1 2

Total Gross Total Gross
(Admitted & (Admitted &
Nonadmitted)Nonadmitted)

Restricted Restricted
Restricted Asset From From
Category Current Year Prior Year

a. Subject to contractual

obligation for w hich

liability is not show n $ - $ -
b. Collateral held under

security lending

agreements - -
c. Subject to repurchase

agreements - -
d. Subject to reverse

repurchase agreements - -
e. Subject to dollar

repurchase agreements - -
f. Subject to dollar reverse

repurchase agreements - -
g. Placed under option

contracts - -
h. Letter stock or securities

restricted as to sale—

excluding FHLB capital

stock - -
i. FHLB capital stock
j. On deposit with states
k. On deposit with other

regulatory bodies - -
|.  Pledged as collateral

to FHLB (including

assets backing funding

agreements) - -
m. Pledged as collateral not

captured in other

categories - -
n. Other restricted assets - -

912,943 920,834

Increase/
(Decrease) Nonadmitted Restricted
(1 Minus 2)

(7,;391)

Restricted

4 5 6 7
Gross
Total Total (Admitted & Admitted
Current Current Year Nonadmitted) Restricted to
Year Admitted Restricted to Total
Total Assets Admitted
(1 minus 4) (a) Assets (b)

- 912,943 - -

0. Total restricted assets $ 912,943 $ 920,834

$ (7,891)

- $ 912,943 %

%

(a) Column 1 divided by Asset Page, Column 1, Line 28
(b) Column 5 divided by Asset Page, Column 3, Line 28

(2-4) The Company has no assets pledged as collateral not captured in other categories and no
other restricted assets as of December 31, 2020 or 2019.

M. Working Capital Finance Investments — Not applicable.

N. Offsetting and Netting of Assets and Liabilities

The Company does not have any offsetting or netting of assets and liabilities as it relates to
derivatives, repurchase and reverse repurchase agreements, and securities borrowing and

securities lending activities.
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0. 5GI Securities

The Company does not have any investments with an NAIC designation of 5GI as of
December 31, 2020 and 2019.

P. Short Sales — Not applicable.
Q. Prepayment Penalty and Acceleration Fees

The following table illustrates prepayment penalty and acceleration fees as of December 31,

2020:
General Account
1. Number of CUSIPs 4
2. Aggregate Amount of Investment Income $ 28,477

R. Reporting Entity’s Share of Cash Pool by Asset Type — Not applicable.
6. JOINT VENTURES, PARTNERSHIPS, AND LIMITED LIABILITY COMPANIES

A-B. The Company has no investments in joint ventures, partnerships, or limited liability companies
that exceed 10% of admitted assets and did not recognize any impairment write-down for its
investments in joint ventures, partnerships, and limited liability companies during the statement
periods.

7. INVESTMENT INCOME
A. The Company excludes all investment income due and accrued amounts that are over 90 days
past due from the statutory basis statements of admitted assets, liabilities, and capital and

surplus.

B. There were no investment income amounts excluded from the statutory basis financial
statements.

8. DERIVATIVE INSTRUMENTS

A-B. The Company has no derivative instruments.
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9. INCOME TAXES

A.

(1)

()

Deferred Tax Asset/Liability

UnitedHealthcare Community Plan of Kansas

The components of the net deferred tax asset at December 31, 2020 and 2019 are as

follows:

(a) Gross deferred tax assets
(b) Statutory valuation
allow ance adjustments

(c) Adjusted gross
deferred tax assets
(1a- 1b)

(d) Deferred tax assets
nonadmitted

(e) Subtotal net
admitted deferred
tax asset (1c - 1d)

(f) Deferred tax liabilities

(g) Net admitted deferred
tax asset/(net deferred
tax liability) (1e - 1f)

2020 2019 Change
1 2 3 4 5 6 7 8 9

(Col 1+2) (Col 4+5) (Col1-4) (Col2-5) (Col 7+8)

Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total
$ 1,809,951 $ - $ 1,809,951 $ 2,513,941 $ 5,044 $ 2,518,985 $ (703,990) $ (5,044) $ (709,034)
1,809,951 - 1,809,951 2,513,941 5,044 2,518,985 (703,990) (5,044) (709,034)
1,809,951 - 1,809,951 2,513,941 5,044 2,518,985 (703,990) (5,044) (709,034)
58,779 - 58,779 73,208 5,810 79,018 (14,429) (5,810) (20,239)
$ 1,751,172 $ - $ 1,751,172 $ 2,440,733 $ (766) $ 2,439,967 $ (689,561) $ 766 $ (688,795)

The components of the adjusted gross deferred tax assets admissibility calculation under
SSAP No. 101, Income Taxes, are as follows:

Admission Calculation
Components SSAP No. 101

(a) Federal income taxes paid
in prior years recoverable
through loss carrybacks

(b) Adjusted gross deferred
tax assets expected to be
realized (excluding the
amount of deferred tax
assets from 2(a) above)
after application of the
threshold limitation.

(The lesser of 2(b)1 and
2(b)2 below )

. Adjusted gross deferred
tax assets expected to
be realized follow ing
the balance sheet date

. Adjusted gross deferred
tax assets allow ed per
limitation threshold

N

(c) Adjusted gross deferred
tax assets (excluding the
amount of deferred tax
assets from 2(a) and 2(b)
above) offset by gross
deferred tax liabilities

(d) Deferred tax assets
admitted as the result of
application of SSAP No. 101
Total (2(a) +2(b) + 2(c))

RFP Number: EVT0009267

2020 2019 Change
1 2 3 4 5 6 7 8 9
(Col1+2) (Col 4 +5) (Col1-4) (Col2-5) (Col7+8)
Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total
$ 1,809,951 $ - $ 1,809,951 $ 2,513,941 $ 5,044 $ 2,518,985 $ (703,990) $ (5,044) $ (709,034)
XXX XXX 38,201,003 XXX XXX 30,071,530 XXX XXX 8,129,473
$ 1,809,951 $ - $ 1,809,951 $ 2,513,941 $ 5,044 $ 2,518,985 $ (703,990) $ (5,044) $ (709,034)
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(3) The ratio percentage and adjusted capital and surplus used to determine the recovery
period and threshold limitations for the admissibility calculation are presented below:

2020 2019

(a) Ratio percentage used to determine recovery

period and threshold limitation amount
(b) Amount of adjusted capital and surplus
used to determine recovery period and

threshold limitation in 2(b)(2) above

605 % 528 %

$ 254,673,350 $ 200,476,868

(4) The impact to the gross deferred tax assets balances as a result of tax-planning strategies
as of December 31, 2020 and 2019 is presented below:

2020

2019 Change

1
Im pact of Tax-Planning
Strategies Ordinary

(a) Determination of adjusted gross deferred tax
assets and net admitted deferred tax assets
by tax character as a percentage.
. Adjusted gross DTAs amount from
Note 9A1(c) $ 1,809,951
. Percentage of adjusted gross DTAs
by tax character attributable to the impact
of tax-planning strategies - %
3. Net admitted adjusted gross DTAs
amount from Note 9A1(e) $ 1,809,951
4. Percentage of net admitted adjusted
gross DTAs by tax character admitted
because of the impact of tax-planning - %
strategies
(b) Does the Company's tax-planning
strategies include the use of reinsurance?

N

N

B. Unrecognized Deferred Tax Liabilities

2 3 4 5 6
(Col1-3) (Col2-4)
Capital Ordinary Capital Ordinary Capital

$ - $ 2,513,941 $ 5,044 $ (703,990) $ (5,044)

- % - % - % - % - %

$ - $ 2,513,941 $ 5,044 $ (703,990)  $ (5,044)

- % - % - % - % - %

Yes No X

(1-4) There are no unrecognized deferred tax liabilities for the years ended December 31, 2020

and 2019.

C. Significant Components of Income Taxes

(1)  The current federal and foreign income taxes incurred for the years ended December 31,

2020 and 2019 are as follows:

1. Current income tax
(a) Federal
(b) Foreign

(c) Subtotal

(d) Federal income tax on net capital (losses) gains
(e) Utilization of capital loss carryforw ards
(f) Other

(g) Total federal and foreign income taxes incurred
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(Col1-2)
2020 2019 Change

$ 34,356,191 $ 9,925,607 $ 24,430,584

34,356,191 9,925,607 24,430,584

(6,451) 70,581 (77,032)

$ 34,349,740 $ 9,996,188 $ 24,353,552
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(2—4) The tax effects of temporary differences that give rise to significant portions of the deferred
tax assets and liabilities as of December 31, 2020 and 2019, are as follows:

1 2 3
(Col1-2)
2020 2019 Change
2 Deferred tax assets:
(a) Ordinary:
(1) Discounting of unpaid losses $ 409,316 $ 362,143 $ 47,173
(2) Unearned premiumreserve 17 457 (440)
(3) Policyholder reserves - 241,710 (241,710)

(4) Investments - - -
(5) Deferred acquisition costs - - -
(6) Policyholder dividends accrual - - -
(7) Fixed assets - - -
(8) Compensation and benefits accrual - - -
(9) Pension accrual - -
(10) Receivables — nonadmitted 1,400,618 1,909,631 (509,013)
(11) Net operating loss carryforw ard - - -

(12) Tax credit carryforw ard - - -

(13) Other (including items <5% of total ordinary tax assets) - - -

(99) Subtotal 1,809,951 2,513,941 (703,990)

(b) Statutory valuation allow ance adjustment - - -
(c) Nonadmitted - - -

(d) Admitted ordinary deferred tax assets (2a99 - 2b - 2c) 1,809,951 2,513,941 (703,990)

(e) Capital:
(1) Investments - - -
(2) Net capital loss carryforw ard - - -
(3) Real estate - - -
(4) Other (including items <5% of total capital tax assets) - 5,044 (5,044)

(99) Subtotal - 5,044 (5,044)

(f) Statutory valuation allow ance adjustment - - -
(g) Nonadmitted - - -

(h) Admitted capital deferred tax assets (2e99 - 2f - 2g) - 5,044 (5,044)

(i) Admitted deferred tax assets (2d + 2h) 1,809,951 2,518,985 (709,034)

3 Deferred tax liabilities:
(a) Ordinary:
(1) Investments - 2,674 (2,674)
(2) Fixed assets - - -
(3) Deferred and uncollected premium - - -
(4) Policyholder reserves - - -
(5) Other (including items <5% of total ordinary tax liabilities) 58,779 70,534 (11,755)

(99) Subtotal 58,779 73,208 (14,429)
(b) Capital:

(1) Investments - 766 (766)

(2) Real estate - - -
(3) Other (including items <5% of total capital tax liabilities) - 5,044 (5,044)
(99) Subtotal - 5,810 (5,810)
(c) Deferred tax liabilities (3a99 + 3b99) 58,779 79,018 (20,239)
4 Net deferred tax assets/liabilities (2i - 3c) $ 1,751,172 $ 2,439,967 $ (688,795)

The other capital deferred tax asset of $5,044 for 2019 consists of unrealized gains. The other
ordinary deferred tax liability of $58,779 and $70,534 for 2020 and 2019, respectively, consists of
discounting unpaid losses. The other capital deferred tax liability of $5,044 for 2019 consists of
unrealized losses.
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The Company assessed the potential realization of the gross deferred tax asset and as a result
no statutory valuation allowance was required and no allowance was established as of
December 31, 2020 and 2019.

The provision for federal income taxes incurred is different from that which would be obtained by
applying the statutory federal income tax rate of 21% to net income before federal income taxes
incurred, less capital gains tax benefit (losses). A summarization of the significant items causing
this difference as of December 31, 2020 and 2019 is as follows:

2020 2019

Effective Effective

Amount Tax Rate Amount Tax Rate

Tax provision at the federal statutory rate $ 27,157,817 21 % $ 8,957,262 21 %
Tax-exemptinterest (52,424) - (58,553) -
Health insurer fee 7,259,148 6 - -
Other current year items 165,106 - 736,328 1
Tax effect of nonadmitted assets 508,888 - 1,222,716 3
Change in statutory valuation allowance - - (4,172) -

Total statutoryincome taxes $ 35,038,535 27 %  $ 10,853,581 25 %

Federal income taxes incurred $ 34,356,191 26 % $ 9,925,607 23 %
Capital gains (benefit) tax (6,451) - 70,581 -
Change in net deferred income tax 688,795 1 857,393 2

Total statutoryincome taxes $ 35,038,535 27 % $ 10,853,581 25 %

E. At December 31, 2020, the Company had no net operating loss carryforwards.

Current federal income tax recoverable (payable) of $1,594,260 and ($5,921,188) as of
December 31, 2020 and 2019, respectively, are included in the statutory basis statements of
admitted assets, liabilities, and capital and surplus. Federal income taxes paid, net of refunds
were $41,865,188 and $7,360,276 in 2020 and 2019, respectively.

Federal income taxes incurred of $34,349,740 and $9,996,188 for 2020 and 2019, respectively,
are available for recoupment in the event of future net losses.

The Company has not admitted any aggregate amounts of deposits that are included within
Section 6603 (“Deposits made to suspend running of interest on potential underpayments, etc.”)
of the Internal Revenue Service (“IRS”) Code.

F. The Company is included in the consolidated federal income tax return with its ultimate parent,
UnitedHealth Group. The entities included within the consolidated return are included in the NAIC
Statutory Statement Schedule Y - Information Concerning Activities of Insurer Members Of A
Holding Company Group. Federal income taxes are paid to or refunded by UnitedHealth Group
pursuant to the terms of a tax-sharing agreement, approved by the Board of Directors, under
which taxes approximate the amount that would have been computed on a separate company
basis, with the exception of net operating losses and capital losses. For these losses the
Company receives a benefit at the federal rate in the current year for current taxable losses
incurred in that year to the extent losses can be utilized in the consolidated federal income tax
return of UnitedHealth Group. UnitedHealth Group currently files income tax returns in the U.S.
federal jurisdiction, various states, and foreign jurisdictions. The U.S. IRS has completed exams
on UnitedHealth Group’s consolidated income tax returns for fiscal years 2016 and prior.
UnitedHealth Group’s 2017 through 2020 tax returns are under review by the IRS under its
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Compliance Assurance Program. With the exception of a few states, UnitedHealth Group is no
longer subject to income tax examinations prior to the 2013 tax year. In general, the Company is
subject to examination in non-U.S. jurisdictions for years 2015 and forward. The Company does
not believe any adjustments that may result from these examinations will be material to the
Company.

G. Tax Contingencies — Not applicable.
H. Repatriation Transition Tax — Not applicable.
1. Alternative Minimum Tax Credit — Not applicable.
10. INFORMATION CONCERNING PARENT, SUBSIDIARIES, AND AFFILIATES

A-B. In the ordinary course of business, the Company contracts with several affiliates to provide a wide
variety of services to the Company’s members. These agreements are filed with and approved by
the Department according to Management’s understanding of the current requirements and
standards. Within the confines of the applicable filed and approved agreements (including
subsequent amendments thereto), the amount and types of services provided by these affiliated
entities can change year over year.

The Company has a tax-sharing agreement with UnitedHealth Group (see Note 9).

The Company paid dividends of $43,200,000 and $25,000,000 in 2020 and 2019, respectively, to
its parent (see Note 13).

The Company holds a $40,000,000 subordinated revolving credit agreement with UnitedHealth
Group at an interest rate of London InterBank Offered Rate plus a margin of 0.50%. This credit
agreement is subordinate to the extent it does not conflict with any credit facility held by either
party. This agreement shall be effective as of the effective date and shall continue until terminated
pursuant to the terms of this agreement which requires either party to give a 60 day written notice
to the other party. No amounts were outstanding under the line of credit as of December 31, 2020
and 2019. No amount of interest was paid or still accrued on all borrowings throughout the years
of December 31, 2020 and 2019, respectively.

The Company has entered into reinsurance agreements with affiliated entities (see Note 23).
C. Transactions With Related Parties Who Are Not Reported On Schedule Y

The Company has no material related party transactions that meet the disclosure requirements
pursuant to SSAP No. 25, Affiliates and Other Related Parties (“SSAP No. 25”) that are not
included in NAIC Statutory Statement Schedule Y — Part 2 Summary Of Insurer’s Transactions
With Any Affiliates.

D. At December 31, 2020 and 2019, the Company reported $18,178,607 as amounts due to parent,
subsidiaries, and affiliates, net and $1,005,834 as receivables from parent, subsidiaries and
affiliates, net, respectively, which are included in the statutory basis statements of admitted
assets, liabilities, and capital and surplus. These balances are generally settled within 90 days
from the incurred date. Any balances due to the Company that are not settled within 90 days are
considered nonadmitted assets.

E. The administrative services, access fees, and cost of care services provided by affiliates are
calculated using one or more of the following methods: (1) a percentage of premiums; (2) use of
assets; (3) direct pass-through of charges; (4) PMPM; (5) per employee per month; (6) per claim;
or (7) a combination thereof consistent with the provisions contained in each contract. These
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amounts are included in GAE, CAE, and hospital and medical expenses in the statutory basis
statements of operations. The following table identifies the amounts reported 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, regardless of the effective date of the contract:

2020 2019
OptumRXx $ 221,538,303 $ 174,385,250
United HealthCare Senvices, Inc. 193,499,220 179,559,070
United Behavioral Health 148,615,379 127,552,968
Optumlinsight, Inc. 9,486,917 3,694,494
Dental Benefit Providers, Inc. 3,915,415 3,656,090
AxelaCare Intermediate Holdings, LLC - 2,673,844

OptumRXx provides services that may include, but are not limited to, administrative services
related to pharmacy management and pharmacy claims processing for enrollees, manufacturer
rebate administration, pharmacy incentive services, specialty drug pharmacy services, durable
medical equipment services including orthotics and prosthetics and personal health products
catalogues showing the healthcare products and benefit credits enrollees needed to redeem the
respective products.

UHS provides, or arranges for the provision of, management, administrative, and other services
deemed necessary or appropriate for UHS to provide management and operational support to the
Company. The services can include, but are not limited to, the categories of management and
operational services outlined in the Agreement, such as human resources, legal, facilities, general
administration, treasury and investment functions, claims adjudication and payment, benefit
administration, disease management, health care decision support, medical management,
credentialing, preventative health services, and utilization management reporting.

United Behavioral Health provides services related to mental health and substance abuse
treatment.

Optumlnsight, Inc. provides services that may include, but are not limited to, claim analytics and
recovery of medical expense overpayments, retroactive fraud, waste and abuse, subrogation and
premium audit services. All recoveries are returned to the Company by Optuminsight, Inc. on a
monthly basis.

Dental Benefit Providers, Inc. provides dental care assistance.
AxelaCare Intermediate Holdings, LLC provides home infusion therapy services.

The Company has premium payments that are received and claim payments that are processed
and paid by an affiliated UnitedHealth Group entity. Premiums and claims applicable to the
Company are settled at regular intervals throughout the month via the intercompany settlement
process and any amounts outstanding are reflected in receivables from parent, subsidiaries, and
affiliates, net and amounts due to parent, subsidiaries, and affiliates, net in the statutory basis
statements of admitted assets, liabilities, and capital and surplus.

The Company'’s affiliate, UHS, provides a guarantee to the KDHE to perform the Company’s
obligations and discharge its liabilities under the Medicaid contract should the Company fail to
perform. The parent will also indemnify and hold harmless the KDHE against any and all losses,
damages, claims, costs, charges and expenses under the terms of the contract.
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F. The Company has not extended any guarantees or undertakings for the benefit of an affiliate or
related party.

G. The Company is part of an insurance holding company system with UnitedHealth Group as the
ultimate parent. Management believes that the Company’s transactions with affiliates are fair and
reasonable; however, operations of the Company may not be indicative of those that would have
occurred if it had operated as an independent company.

H. The Company does not have any amount deducted from the value of an upstream intermediate
entity or ultimate parent owned, either directly or indirectly, via a downstream subsidiary,
controlled, or affiliated entity.

. The Company does not have any investments in a subsidiary, controlled, or affiliated entity that
exceeds 10% of admitted assets.

J. The Company does not have any investments in impaired subsidiaries, controlled, or affiliated
entities.

K. The Company does not have any investments in foreign insurance subsidiaries.

L. The Company does not hold any investments in a downstream noninsurance holding company.

M. The Company does not have any investments in noninsurance subsidiaries, controlled, or
affiliated entities.

N. The Company does not have any investments in insurance subsidiaries, controlled, or affiliated
entities.

0. The Company does not have any investments in subsidiary, controlled, or affiliated entities or joint
ventures, partnerships and limited liability companies in which the Company’s share of losses
exceeds the investment.

11. DEBT

A-B. The Company had no outstanding debt with third-parties or outstanding Federal Home Loan Bank
agreements during 2020 and 2019.

12. RETIREMENT PLANS, DEFERRED COMPENSATION, POSTEMPLOYMENT BENEFITS AND
COMPENSATED ABSENCES AND OTHER POSTRETIREMENT BENEFIT PLANS

A-l. The Company has no defined benefit plans, defined contribution plans, multiemployer plans,
consolidated/holding company plans, postemployment benefits, or compensated absences plans
and is not impacted by the Medicare Modernization Act on postretirement benefits, since all
personnel are employees of UHS, which provides services to the Company under the terms of the
Agreement (see Note 10).

13. CAPITAL AND SURPLUS, DIVIDEND RESTRICTIONS, AND QUASI-REORGANIZATIONS
A-B. The Company has 100 shares authorized and 1 share issued and outstanding of $1 par value
common stock. The Company has no preferred stock outstanding. All issued and outstanding

shares of common stock are held by the Company’s parent, UHC.

C. Dividend payment requirements are outlined in the domiciliary state statutes and may be further
restricted by the Department.

-32-
RFP Number: EVT0009267 Page 171 of 494 Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

D. The Company paid an ordinary cash dividend to UHC of $3,200,000 on June 5, 2020, which
required no approval and was recorded as a reduction to unassigned surplus in the statutory
basis statements of admitted assets, liabilities, and capital and surplus. The Company paid
extraordinary cash dividends to UHC of $20,000,000 on September 21, 2020 and December 21,
2020, which were approved by the Department and recorded as a reduction to unassigned
surplus in the statutory basis statements of admitted assets, liabilities, and capital and surplus.

The Company paid an extraordinary cash dividend to UHC of $25,000,000 on June 4, 2019,
which was approved by the Department and recorded as a reduction to unassigned surplus in the
statutory basis statements of admitted assets, liabilities, and capital and surplus.

E. The amount of ordinary dividends that may be paid out during any given period is subject to
certain restrictions as specified by state statute.

F. There are no restrictions placed on the Company’s unassigned surplus.

G. The Company is not a mutual reciprocal or a similarly organized entity and does not have
advances to surplus not repaid.

H. The Company does not hold any stock, including stock of affiliated companies for special
purposes, such as conversion of preferred stock, employee stock options, or stock purchase
warrants.

. As discussed in Note 1, in 2020 no amount was required to be apportioned out of unassigned
surplus as the HIF was repealed by Congress, effective January 1, 2021. For the year ended
December 31, 2019, the amount of the estimated Section 9010 ACA subsequent fee year
assessment apportioned out of unassigned surplus was $34,403,481.

J. The portion of unassigned surplus, excluding the apportionment of estimated Section 9010 ACA
subsequent fee year assessment, net income, and dividends, represented (or reduced) by each
item below is as follows:

2020 2019
Net deferred income taxes 1,751,172 2,439,967
Nonadmitted assets (6,670,203) (9,093,481)
Total $ (4,919,031) $ (6,653,514)

K-M. The Company does not have any outstanding surplus notes and has never been a party to a
quasi-reorganization.

14. LIABILITIES, CONTINGENCIES AND ASSESSMENTS
A. Contingent Commitments
The Company has no contingent commitments.
B. Assessments

The Company is not aware of any guaranty fund assessments or premium tax offsets, potential or
accrued, that could have a material financial effect on the operations of the entity.
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C. Gain Contingencies

The Company is not aware of any gain contingencies that should be disclosed in the statutory
basis financial statements.

D. Claims Related Extra Contractual Obligation and Bad Faith Losses Stemming from
Lawsuits — Not applicable.

E. Joint and Several Liabilities — Not applicable.
F. All Other Contingencies

The Company’s business is regulated at the federal, state, and local levels. The laws and rules
governing the Company’s business and interpretations of those laws and rules are subject to
frequent change. Broad latitude is given to the agencies administering those regulations. Further,
the Company must obtain and maintain regulatory approvals to market and sell many of its
products.

The Company has been, or is currently involved, in various governmental investigations, audits
and reviews. These include routine, regular and special investigations, audits and reviews by
CMS, state insurance and health and welfare departments and other governmental authorities.
The Company cannot reasonably estimate the range of loss, if any, that may result from any
material government investigations, audits and reviews in which it is currently involved given the
inherent difficulty in predicting regulatory action, fines and penalties, if any, and the various
remedies and levels of judicial review available to the Company in the event of an adverse
finding.

On February 14, 2017, the Department of Justice (“DOJ”) announced its decision to pursue
certain claims within a lawsuit initially asserted against the Company and filed under seal by a
whistleblower in 2011. The whistleblower’s complaint, which was unsealed on February 15, 2017,
alleges that the Company made improper risk adjustment submissions and violated the False
Claims Act. On February 12, 2018, the court granted in part and denied in part the Company’s
motion to dismiss. In May 2018, the DOJ moved to dismiss the Company’s counterclaims, which
were filed in March 2018, and moved for partial summary judgment. In March 2019, the court
denied the government’s motion for partial summary judgment and dismissed the Company’s
counterclaims without prejudice. The Company cannot reasonably estimate the outcome that may
result from this matter given its procedural status.

Because of the nature of its businesses, the Company is frequently made party to a variety of
legal actions and regulatory inquiries, including class actions and suits brought by members, care
providers, consumer advocacy organizations, customers and regulators, relating to the
Company’s businesses, including management and administration of health benefit plans and
other services.

The Company records liabilities for its estimates of probable costs resulting from these matters
where appropriate. Estimates of costs resulting from legal and regulatory matters involving the
Company are inherently difficult to predict, particularly where the matters involve: indeterminate
claims for monetary damages or may involve fines, penalties or punitive damages; present novel
legal theories or represent a shift in regulatory policy; involve a large number of claimants or
regulatory bodies; are in the early stages of the proceedings; or could result in a change in
business practices. Accordingly, the Company is often unable to estimate the losses or ranges of
losses for those matters where there is a reasonable possibility, or it is probable that a loss may
be incurred. Although the outcomes of any such legal actions cannot be predicted, in the opinion
of management, the resolution of any currently pending or threatened actions will not have a
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material adverse effect on the statutory basis statements of admitted assets, liabilities, and capital
and surplus or statutory basis statements of operations of the Company.

The Company routinely evaluates the collectability of all receivable amounts included in the
statutory basis statements of admitted assets, liabilities, and capital and surplus. Impairment
reserves are established for those amounts where collectability is uncertain. Based on the
Company’s past experience, exposure related to uncollectible balances and the potential of loss
for those balances not currently reserved for is not material to the Company’s statutory basis
financial condition.

There are no assets that the Company considers to be impaired at December 31, 2020 and 2019,
except as disclosed in Note 1 and Note 5.

LEASES

A-B. According to the Agreement between the Company and UHS (see Note 10), operating leases for
the rental of office facilities and equipment are the responsibility of UHS. Fees associated with the
lease agreements are included as a component of the Company’s management fee.

INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK AND
FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK

(1-4) The Company does not hold any financial instruments with off-balance-sheet risk or have any
concentrations of credit risk.

SALE, TRANSFER, AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF
LIABILITIES

A-C. The Company did not participate in any transfer of receivables, financial assets or wash sales.

GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND THE UNINSURED
PORTION OF PARTIALLY INSURED PLANS

A-B. The Company has no operations from Administrative Services Only Contracts or Administrative
Services Contracts in 2020 and 2019.

C. Medicare or Other Similarly Structured Cost Based Reimbursement Contract

The Medicare Part D program is a partially insured plan. The Company recorded a receivable of
$19,412,230 and $40,899,882 at December 31, 2020 and 2019, respectively, for cost
reimbursement under the Medicare Part D program for the catastrophic reinsurance and low-
income member cost-sharing subsidies. The Company also recorded a receivable of $1,954 and
a payable of $7,360 at December 31, 2020 and 2019, respectively, for the Medicare Part D
Coverage gap discount program. The receivables and payables are recorded in amounts
receivable relating to uninsured plans and liability for amounts held under uninsured plans,
respectively, in the statutory basis statements of admitted assets, liabilities and capital and
surplus. These Medicare subsidies are described in Note 1, Amounts Receivable Relating to
Uninsured Plans and Liability for Amounts Held Under Uninsured Plans.

The Company participates in administering the payments for the HealthNet FRA program. There
is no risk to the Company as a result of these transactions. The Company has a FRA program
payable of $1,767,624 and $1,267,450 as of December 31, 2020 and 2019, respectively, which is
included in liability for amounts held for uninsured plans in the statutory basis statements of
admitted assets, liabilities, and capital and surplus.
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DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD-PARTY
ADMINISTRATORS

The Company did not have any direct premiums written or produced by managing general agents or
third-party administrators in 2020 and 2019.

FAIR VALUE MEASUREMENTS

The NAIC SAP defines fair value, establishes a framework for measuring fair value, and outlines the
disclosure requirements related to fair value measurements. The fair value hierarchy is as follows:

Level 1— Quoted (unadjusted) prices for identical assets in active markets.
Level 2 — Other observable inputs, either directly or indirectly, including:
. Quoted prices for similar assets in active markets;

o Quoted prices for identical or similar assets in nonactive markets (few transactions, limited
information, noncurrent prices, high variability over time, etc.);

. Inputs other than quoted prices that are observable for the asset (interest rates, yield curves,
volatilities, default rates, etc.);

. Inputs that are derived principally from or corroborated by other observable market data.
Level 3 — Unobservable inputs that cannot be corroborated by observable market data.

The estimated fair values of bonds and cash equivalents are based on quoted market prices, where
available. The Company obtains one price for each security primarily from a third-party pricing service
(“pricing service”), which generally uses quoted prices or other observable inputs for the determination
of fair value. The pricing service normally derives the security prices through recently reported trades for
identical or similar securities, making adjustments through the reporting date based upon available
observable market information. For securities not actively traded, the pricing service may use quoted
market prices of comparable instruments or discounted cash flow analyses, incorporating inputs that are
currently observable in the markets for similar securities. Inputs that are often used in the valuation
methodologies include, but are not limited to, non-binding broker quotes, benchmark yields, credit
spreads, default rates, and prepayment speeds. As the Company is responsible for the determination of
fair value, it performs quarterly analyses on the prices received from the pricing service to determine
whether the prices are reasonable estimates of fair value. Specifically, the Company compares the
prices received from the pricing service to a secondary pricing source, prices reported by its custodian,
its investment consultant, and third-party investment advisors. Additionally, the Company compares
changes in the reported market values and returns to relevant market indices to test the reasonableness
of the reported prices. The Company’s internal price verification procedures and review of fair value
methodology documentation provided by independent pricing services have not historically resulted in
an adjustment in the prices obtained from the pricing service.

In instances in which the inputs used to measure fair value fall into different levels of the fair value
hierarchy, the fair value measurement has been determined based on the lowest-level input that is
significant to the fair value measurement in its entirety. The Company’s assessment of the significance
of a particular item to the fair value measurement in its entirety requires judgment, including the
consideration of inputs specific to the asset or liability.
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A. Fair Value
(1) Fair Value Measurements at Reporting Date

The following tables present information about the Company’s financial assets that are
measured and reported at fair value at December 31, 2020 and 2019, in the statutory basis
statements of admitted assets, liabilities, and capital and surplus according to the valuation
techniques the Company used to determine their fair values:

December 31, 2020

Description for Each
Class of Asset or Liability (Level 1) (Level 2) (Level 3)iset Value(N Total

a. Assets at fair value:
Perpetual preferred stock:
Industrial and misc $ - $ - $ - $ - $ -
Parent, subsidiaries, and affiliates - - - - -

Total perpetual preferred stocks - - - - -

Bonds:
U.S. governments - - - - -
Industrial and misc - - - - -
Hybrid securities - - - - -
Parent, subsidiaries, and affiliates - - - - -

Total bonds - - - - -

Common stock:
Industrial and misc - - - - -
Parent, subsidiaries, and affiliates - - - - -

Total common stocks - - - - -

Derivative assets:
Interest rate contracts - - - - -
Foreign exchange contracts - - - - -
Credit contracts - - - - -
Commodity futures contracts - - - - -
Commodity forw ard contracts - - - - -

Total derivatives - - - - -

Money-market funds 128,441,832 - - - 128,441,832
Separate account assets - - - - -

Total assets at fair value/NAV $ 128,441,832 $ - $ - $ - $ 128,441,832

b. Liabilities at fair value:

Derivative liabilities $ - $ - $ - $ - $ -
Total liabilities at fair value $ - $ - $ - $ - $ -
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December 31, 2019

Description for Each
Class of Asset or Liability (Level 1) (Level 2) (Level 3);iset Value(N Total

a. Assets at fair value:
Perpetual preferred stock:
Industrial and misc $ - $ - $ - $ - $ -
Parent, subsidiaries, and affiliates - - - - -

Total perpetual preferred stocks - - - - -

Bonds:
U.S. governments - - - - -
Industrial and misc - - - - -
Hybrid securities - - - - -
Parent, subsidiaries, and affiliates - - - - -

Total bonds - - - - -

Common stock:
Industrial and misc - - - - -
Parent, subsidiaries, and affiliates - - - - -

Total common stocks - - - - -

Derivative assets:
Interest rate contracts - - . - -
Foreign exchange contracts - - - - -
Credit contracts - - - - -
Commodity futures contracts - - - - -
Commodity forw ard contracts - - - - -

Total derivatives - - - - -

Money-market funds 68,685,650 - - - 68,685,650
Separate account assets - - - - -

Total assets at fair value/NAV $ 68,685,650 $ - $ - $ - $ 68,685,650

b. Liabilities at fair value:
Derivative liabilities $ - $ - $ - $ - $ -

Total liabilities at fair value $ - $ - $ - $ - $ -

(2) The Company does not have any financial assets with a fair value hierarchy of Level 3 that
were measured and reported at fair value.

(3) Transfers between fair value hierarchy levels, if any, are recorded as of the beginning of
the reporting period in which the transfer occurs. There were no transfers between
Levels 1, 2 or 3 of any financial assets or liabilities during the years ended December 31,
2020 or 2019.

(4) The Company has no investments reported with a fair value hierarchy of Level 2 or Level 3
and therefore has no valuation technique to disclose.

(5) The Company has no derivative assets and liabilities to disclose.

B. Fair Value Combination — Not applicable.
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C. Aggregate Fair Value Hierarchy

The aggregate fair value by hierarchy of all financial instruments as of December 31, 2020 and
2019 is presented in the table below:

December 31, 2020

Net Not
Asset Practicable
Type of Aggregate Admitted Value (Carrying
Financial Instrument Fair Value Assets (Level 1) (Level 2) (Level 3) (NAV) Value)
U.S. government and agency securities $ 13,979,034 $ 13,209,165 $ 5,073,985 $ 8,905,049 $ - $ - $ -
State and agency municipal securities 5,626,199 5,169,379 - 5,626,199 - - -
City and county municipal securities 9,541,125 8,913,636 - 9,541,125 - - -
Corporate debt securities 26,263,326 24,769,739 - 26,263,326 - - -
Cash equivalents 128,441,832 128,441,832 128,441,832 - - - -
Total bonds and cash equivalents $ 183,851,516 $ 180,503,751 $ 133,515,817 $ 50,335,699 $ $ - $
December 31, 2019
Net Not
Asset Practicable
Type of Aggregate Admitted Value (Carrying
Financial Instrument Fair Value Assets (Level 1) (Level 2) (Level 3) (NAV) Value)
U.S. government and agency securities ~ $ 14,079,060 $ 13,733,695 $ 4,801,451 $ 9,277,609 $ - $ - $ -
State and agency municipal securities 5,528,594 5,232,927 - 5,528,594 - - -
City and county municipal securities 8,469,626 8,069,280 - 8,469,626 - - -
Corporate debt securities 24,588,200 23,883,867 - 24,588,200 - - -
Cash equivalents 68,865,650 68,865,650 68,865,650 - - - -
Total bonds and cash equivalents $ 121,531,130 $ 119,785,419 $ 73,667,101 $ 47,864,029 $ - $ - $ -
D. Not Practicable to Estimate Fair Value — Not applicable.
E. Investments Measured Using the NAV Practical Expedient — Not applicable.

21. OTHERITEMS

COVID-19 Trends and Uncertainties

The COVID-19 pandemic continues to evolve and the ultimate impact on the Company and its statutory
basis results of operations, financial condition and cash flows remains uncertain. During the second
quarter, the global health system experienced unprecedented levels of care deferral. As the pandemic
advanced, access to and demand for care was most constrained from mid-March through April, began
to recover in May and June and restored to near normal seasonal levels in the third quarter. Care
patterns continued to normalize in the fourth quarter, including COVID-19 treatment and testing costs.
The temporary deferral of care experienced in 2020 may cause care patterns to moderately exceed
normal baselines in future periods as utilization of health system capacity continues to increase. The
Company has taken various measures which could include expanded benefit coverage in areas such as
COVID-19 care and testing, telemedicine, and pharmacy benefits; provided customers assistance in the
form of co-pay waivers and premium forgiveness; offered additional enroliment opportunities to those
who previously declined employer-sponsored offerings; extended certain premium payment terms for
customers experiencing financial hardship; simplified administrative practices; and accelerated
payments to care providers, all with the aim of assisting customers, care providers, members and
communities in addressing the COVID-19 crisis. Temporary care deferrals impacted the Company’s
results of operations for the year ended December 31, 2020. The impact of temporary care deferrals
was partially offset by COVID-19 related care and testing, the financial assistance provided to
customers, rebate requirements and broader economic impacts.

Increased consumer demand for care, potentially even higher acuity care, along with continued COVID-
19 care and testing costs may result in increased future medical costs. Disrupted care patterns, as a
result of the pandemic, may temporarily affect the ability to obtain complete member health status
information, impacting future revenue in businesses utilizing risk adjustment methodologies. The
ultimate overall impact is uncertain and dependent on the future pacing and intensity of the pandemic,
the duration of policies and initiatives to address COVID-19, and general economic uncertainty.
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Throughout 2020, the Company’s ultimate parent announced a number of programs to directly support
people affected by the COVID-19 pandemic, including a plan to grant premium credits to the Company’s
fully insured commercial customers. The total amount of premium credits granted through December 31,
2020 of $97 has been reflected as a reduction to net premium income in the statutory basis statements
of operations.

A.

Unusual or Infrequent ltems

The Company did not encounter any unusual or infrequent items for the years ended
December 31, 2020 and 2019.

Troubled Debt Restructuring: Debtors

The Company has no troubled debt restructurings as of December 31, 2020 and 2019.

Other Disclosures

The Company does not have any amounts not recorded in the statutory basis financial statements
that represent segregated funds held for others. The Company also does not have any exposures
related to forward commitments that are not derivative instruments.

Business Interruption Insurance Recoveries

The Company has not received any business interruption insurance recoveries during 2020 and
2019.

State Transferable and Non-transferable Tax Credits

The Company has no transferable or non-transferable state tax credits.

Sub-Prime Mortgage-Related Risk Exposure

(1)  The investment policy for the Company limits investments in loan-backed securities, which
includes sub-prime issuers. Further, the policy limits investments in private-issuer mortgage
securities to 10% of the portfolio, which also includes sub-prime issuers. The exposure to
unrealized losses on sub-prime issuers is due to changes in market prices. There are no
realized losses due to not receiving anticipated cash flows. The investments covered have
an NAIC designation of 1 or 2.

(2) The Company has no direct exposure through investments in sub-prime mortgage loans.

(3) The Company has no direct exposure through other investments.

(4) The Company has no underwriting exposure to sub-prime mortgage risk through mortgage
guaranty or financial guaranty insurance coverage.

Retained Assets
The Company does not have any retained asset accounts for beneficiaries.
Insurance-Linked Securities Contracts

As of December 31, 2020, the Company is not aware of any possible proceeds of insurance-
linked securities.
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. The Amount That Could Be Realized on Life Insurance Where the Reporting Entity is
Owner and Beneficiary or Has Otherwise Obtained Rights to Control the Policy — Not
applicable.

EVENTS SUBSEQUENT

Subsequent events have been evaluated through April 23, 2021, which is the date these statutory basis
financial statements were available for issuance.

TYPE | — Recognized Subsequent Events

Any material Type | events subsequent to December 31, 2020, have been recognized in the statutory
basis financial statements and corresponding disclosures.

TYPE Il — Non-Recoqgnized Subsequent Events

For the years ended December 31, 2020 and 2019, the Company was subject to the annual fee under
Section 9010 of the ACA. The fee is 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 the
health insurance for any U.S. health risk that is written during the preceding calendar year. A health
insurance entity’s portion of the annual fee becomes payable once the entity provides health insurance
for any U.S. health risk for each calendar year beginning on or after January 1, of the year the fee is
due. The HIF was repealed by Congress, effective January 1, 2021.

The table below presents information regarding the annual fee under Section 9010 of the ACA as of
December 31, 2020 and 2019:

2020 2019

A. Did the reporting entity w rite accident and health insurance premium that is

subject to Section 9010 of the Federal Affordable Care Act (YES/NO)? YES
B. ACA fee assessment payable for the upcoming year $ - $ 34,403,481
C. ACA fee assessment paid 34,567,370 -
D. Premiumw ritten subject to ACA 9010 assessment - 1,803,551,009
E. Total Adjusted Capital before surplus adjustment

(Five-Year Historical Line 14) 256,424,522
F. Total Adjusted Capital after surplus adjustment

(Five-Year Historical Line 14 minus 22B above) 256,424,522
G. Authorized Control Level (Five-Y ear Historical Line 15) 42,067,968
H. Would reporting the ACA assessment as of December 31, 2020, have triggered

an RBC action level (YES/NO)? NO

There are no other material non-recognized Type Il events that require disclosure.

REINSURANCE

Reinsurance Agreements — In the normal course of business, the Company seeks to reduce potential
losses that may arise from catastrophic events that cause unfavorable underwriting results by reinsuring

certain levels of such risk with affiliated and other nonaffiliated reinsurers. The Company remains
primarily liable as the direct insurer on all risks reinsured.
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The Company has a reinsurance agreement with UHIC, an affiliate of the Company, through which 60%
of earned comprehensive commercial and Medicaid member premiums, hospital and medical expenses,
and operating expenses are transferred to UHIC. The Company transferred premiums of
$1,238,838,278 and $1,088,913,549, and GAE and CAE of $152,282,578 and $134,388,830 in 2020
and 2019, respectively, to UHIC under this agreement. The Company recorded receivables related to
changes in reserve estimates of $85,628,940 and $81,192,159 in 2020 and 2019, respectively, which
are netted against claims unpaid and aggregate health claim reserves in the statutory basis statements
of admitted assets, liabilities, and capital and surplus. The Company recorded reinsurance receivables
of $8,262,278 related to the new KDHE risk corridor reserves, which is netted against aggregate health
policy reserves in the statutory basis statements of admitted assets, liabilities, and capital and surplus as
of December 31, 2020. The Company recognized reinsurance recoveries of $994,673,161 and
$963,619,539 in 2020 and 2019, respectively, which are recorded as net reinsurance recoveries in the
statutory basis statements of operations. The Company recorded ceded reserves for provider incentives
of $1,750,058 and $2,096,031 in 2020 and 2019, respectively, which is included in accrued medical
incentive pool and bonus amounts in the statutory basis statements of admitted assets, liabilities, and
capital and surplus. The Company recorded paid claims receivables related to this agreement, including
payments made for the medical loss ratio rebates, of $89,645,722 and $68,152,757 in 2020 and 2019,
respectively, which are included in amounts recoverable from reinsurers in the statutory basis
statements of admitted assets, liabilities, and capital and surplus. The Company recorded a receivable
related to GAE and CAE of $15,418,689 and $14,405,462 in 2020 and 2019, respectively, which is
included in other amounts receivable under reinsurance contracts in the statutory basis statements of
admitted assets, liabilities, and capital and surplus. The Company recorded a payable to UHIC for
premiums ceded of $106,736,460 and $91,483,742 as of December 31, 2020 and 2019, respectively,
which are included in ceded reinsurance premiums payable in the statutory basis statements of admitted
assets, liabilities, and capital and surplus. The agreement also provides insolvency-only protection for its
enrollees. Fees related to this agreement, which are calculated based on a percentage of earned
premiums, of $2,810,638 and $2,325,510 in 2020 and 2019, respectively, are netted against net
premium income in the statutory basis statements of operations. The Company recorded a payable to
UHIC for premiums ceded related to the insolvency agreement of $218,941 and $200,143 in 2020 and
2019, respectively, which are included in ceded reinsurance premiums payable in the statutory basis
statements of admitted assets, liabilities, and capital and surplus. This agreement also provides for
reserve cap protection. Reinsurance contracts do not relieve the Company from its obligations to
policyholders. Failure of reinsurers to honor their obligations could result in losses to the Company.

Pursuant to Section 1341 of the ACA, through 2017, the Company was subject to the reinsurance
provisions for compliant individual policies (see Note 24).

-42-
RFP Number: EVT0009267 Page 181 0of 494 Financial Viability/Solvency (Tab 6)



The effect of both internal and external reinsurance agreements outlined above on net premium income,

hospital and medical expenses, GAE, and CAE is presented below:

UnitedHealthcare Community Plan of Kansas

2020 2019
Premiums:
Direct $ 2,816,853,893 $ 2,331,152,493
Ceded:
Affiliate 1,241,648,916 1,091,239,058
Nonaffiliate - -

Net premium income

$ 1,575,204,977

$ 1,239,913,435

Change in reserve for rate credits:

Direct $ (10,443,076) $ (7,530,986)
Ceded:
Affiliate 8,262,278 -
Nonaffiliate - -
Net change in resene for rate credits $ (2,180,798) $ (7,530,986)
Hospital and medical expenses:
Direct $ 2,244,465,494 $ 2,008,099,444
Ceded:
Affiliate 994,673,161 963,619,539
Nonaffiliate - 16,941

Net hospital and medical expenses $ 1,249,792,333 $ 1,044,462,964

General administrative expenses and
claims adjustment expenses:

Direct $ 347,857,433 $ 278,621,087
Ceded:
Affiliate 152,282,578 134,388,830
Nonaffiliate - -

Net general administrative expenses and
claims adjustment expenses $ 195,574,855 $ 144,232,257

A. Ceded Reinsurance Report
Section 1 — General Interrogatories

(1)  Are any of the reinsurers, listed in Schedule S as non-affiliated, owned in excess of 10% or
controlled, either directly or indirectly, by the Company or by any representative, officer,
trustee, or director of the Company?

Yes () No (X)

(2) Have any policies issued by the Company been reinsured with a company chartered in a
country other than the United States (excluding U.S. branches of such companies) that is
owned in excess of 10% or controlled directly or indirectly by an insured, a beneficiary, a
creditor, or any other person not primarily engaged in the insurance business?

Yes () No (X)
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Section 2 — Ceded Reinsurance Report — Part A

(1) Does the Company have any reinsurance agreements in effect under which the reinsurer
may unilaterally cancel any reinsurance for reasons other than for nonpayment of premium
or other similar credit?

Yes () No (X)

(2) Does the reporting entity have any reinsurance agreements in effect that the amount of
losses paid or accrued through the statement date may result in a payment to the reinsurer
of amounts that, in aggregate and allowing for offset of mutual credits from other
reinsurance agreements with the same reinsurer, exceed the total direct premium collected
under the reinsured policies?

Yes () No (X)
Section 3 — Ceded Reinsurance Report — Part B

(1) What is the estimated amount of the aggregate reduction in surplus (for agreements other
than those under which the reinsurer may unilaterally cancel for reasons other than for
nonpayment of premium or other similar credits that are reflected in Section 2 above) of
termination of all reinsurance agreements, by either party, as of the date of this statement?
Where necessary, the Company may consider the current or anticipated experience of the
business reinsured in making this estimate.

The Company estimates there should be no aggregate reduction in surplus for termination
of all reinsurance agreements as of December 31, 2020.

(2) Have any new agreements been executed or existing agreements amended, since
January 1 of the year of this statement, to include policies or contracts that were in force or
which had existing reserves established by the Company as of the effective date of the

agreement?
Yes () No (X)
B. Uncollectible Reinsurance — During 2020 and 2019, there were no uncollectible reinsurance

recoverables.

C. Commutation of Ceded Reinsurance — There was no commutation of reinsurance in 2020 or
2019.

D. Certified Reinsurer Rating Downgraded or Status Subject to Revocation — Not applicable.

E. Reinsurance Credit

(1) The Company has no reinsurance contracts subject to Appendix A-791—Life and Health
Reinsurance Agreements (“A-791”) that includes a provision which limits the reinsurer’s
assumption of significant risk.

(2) The Company has no reinsurance contracts not subject to A-791, for which reinsurance
accounting was applied and which include a provision that limits the reinsurer’'s assumption
of risk.

(3) The Company’s reinsurance contracts do not contain features which result in delays in
payment in form or in fact.
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(4) The Company has not reflected a reinsurance accounting credit for any contracts not
subject to Appendix A-791 and not yearly renewable term, which meet the risk transfer
requirements of SSAP No. 61R, Life, Deposit-Type, and Accident and Health Reinsurance
(“SSAP No. 61R”).

(5) The Company did not cede any risk which is not subject to A-791 and not yearly renewable
term reinsurance, under any reinsurance contract during the period covered by these
financial statements, for which the statutory accounting treatment and GAAP accounting
treatment were not the same.

(6) The Company’s ceded reinsurance contract which is not subject to A-791 and not yearly
renewable term reinsurance, is treated the same for GAAP and statutory accounting
principles.

24. RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO REDETERMINATION

A. The Company estimates accrued retrospective premium adjustments for its group health
insurance business based on mathematical calculations in accordance with contractual terms.

B. Estimated accrued retrospective premiums due to (from) the Company are recorded in premiums
and considerations and aggregate health policy reserves in the statutory basis statements of
admitted assets, liabilities, and capital and surplus and as an adjustment to change in reserve for
rate credits in the statutory basis statements of operations.

C. Pursuant to the ACA, the Company’s commercial business is subject to retrospectively rated
features based on the actual medical loss ratios experienced on the commercial lines of business
and redetermination features for premium adjustments for changes to each member’s health
scores based on guidelines determined by ACA. The total amount of direct premiums written for
the commercial lines of business for which a portion is subject to the retrospectively rated and
redetermination features was $394,779 and $20,051, representing less than 1% of total direct
premiums written as of December 31, 2020 and 2019, respectively.

Pursuant to the ACA, the Company’s Medicare business is subject to retrospectively rated
features based on the actual medical loss ratios experienced on the Medicare line of business
and redetermination features for premium adjustments for changes to each member’s health
scores based on guidelines determined by CMS. The formula is calculated pursuant to the ACA
guidance. The total amount of direct premiums written for the Medicare line of business for which
a portion is subject to the retrospectively rated and redetermination features was $755,982,588
and $519,767,940, representing 27% and 22% of total direct premiums written as of

December 31, 2020 and 2019, respectively.

The Company has Medicare Part D risk-corridor amounts from CMS which are subject to a
retrospectively rated feature related to Part D premiums. The Company has estimated accrued
retrospective premiums related to certain Part D premiums based on guidelines determined by
CMS. The formula is tiered and based on the bid medical loss ratio. The amount of Medicare
Part D direct premiums written subject to the retrospectively rated feature was $33,607,887 and
$27,453,497, representing 1% of total direct premiums written for 2020 and 2019, respectively.

The Company’s KanCare program is subject to retrospectively rated features based on the actual
medical loss ratio experiences on the Medicaid line of business. The formula is calculated
pursuant to the terms outlined in the KanCare contract. The total amount of direct premiums
written from the Medicaid contract for which a portion is subject to the retrospectively rated
features was $1,429,463,408 and $1,303,121,493, representing 51% and 56% of total direct
premiums written as of December 31, 2020 and 2019, respectively.

-45-
RFP Number: EVT0009267 Page 184 of 494 Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

The KanCare contract, including CHIP, with the State of Kansas includes a provision for which a
stated percentage of total direct premiums written can be eligible for a performance guarantee
payment, based on various quality measures. The total amount of direct premiums written from
the Medicaid contract, including CHIP, for which a portion is subject to the redetermination feature
was $42,931,490 and $39,330,036, representing 2%, of the Company’s total direct premiums
written, as of December 31, 2020 and 2019, respectively.

The Company’s HealthNet Program is subject to retrospectively rated features based on actual
medical loss ratio experiences on the Medicaid line of business. The formula is calculated
pursuant to the terms outlined in the HealthNet contract. The total amount of direct premiums
written from the Medicaid contract for which a portion is subject to the retrospectively rated
feature was $631,013,118 and $508,243,010, representing 22% and 22%, of the Company’s total
direct premiums written, as of December 31, 2020 and 2019, respectively.

The HealthNet contract, including CHIP, with the State of Missouri includes a provision for which
a stated percentage of total direct premiums written can be eligible for a performance guarantee
payment, based on various quality measures. The total amount of direct premiums written from
the Medicaid contract, including CHIP, for which a portion is subject to the redetermination feature
was $16,300,510 and $16,368,331, representing 1% of the Company’s total direct premiums
written, as of December 31, 2020 and 2019, respectively.

Effective January 1, 2020, KDHE implemented a risk corridor program into the Company’s KDHE
Medicaid and CHIP contract. The Company has estimated accrued retrospective premiums based
on guidelines determined by the KDHE. The formula is tiered and based on a targeted minimum
loss ratio based on guidelines determined by the KDHE. The formula is tiered and based on a
baseline benefit expense. The amount of direct premiums written for the KDHE Medicaid and
CHIP business, for which a portion is subject to the retrospectively rated feature, was
$1,411,114,698 representing 50% of the Company’s total direct premiums written as of
December 31, 2020.

D. The Company is required to maintain specific minimum loss ratios on the comprehensive
commercial and Medicare lines of business.

The following table discloses the minimum medical loss ratio rebate liability for the Medicare line
of business which is included in aggregate health policy reserves in the statutory basis statements
of admitted assets, liabilities, and capital and surplus for the years ended December 31, 2020 and

2019:
1 2 3 4 5
Small Large Other
Group Group Categories
Individual Employer Employer with Rebates Total
Prior reporting year
(1) Medical loss ratio rebates incurred $ - $ - $ - $ 728,000 $ 728,000
(2) Medical loss ratio rebates paid - - - 5,101,780 5,101,780
(3) Medical loss rebates unpaid - - - 9,111,698 9,111,698
(4) Plus reinsurance assumed amounts XXX XXX XXX XXX -
(5) Less reinsurance ceded amounts XXX XXX XXX XXX -
(6) Rebates unpaid net of reinsurance XXX XXX XXX XXX 9,111,698
Current reporting year-to-date

(7) Medical loss ratio rebates incurred - - - 6,091,505 6,091,505
(8) Medical loss ratio rebates paid - - - 6,870,288 6,870,288
(9) Medical loss rebates unpaid - - - 8,332,915 8,332,915
(10) Plus reinsurance assumed amounts XXX XXX XXX XXX -
(11) Less reinsurance ceded amounts XXX XXX XXX XXX -
(12) Rebates unpaid net of reinsurance XXX XXX XXX XXX 8,332,915
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Pursuant to the Medicaid Managed Care Rule, based on the State’s election and state contractual
minimum loss ratio requirements, the Company is required to maintain specific minimum loss
ratios on its HealthNet and KanCare populations. The Company’s actual medical loss ratios for
the Medicaid Managed Care Rule and state contractual requirements were in excess of the
minimum requirements and as a result, no minimum loss ratio liability was required as of
December 31, 2020 and December 31, 2019, respectively.

E. Risk-Sharing Provisions of the Affordable Care Act

(1)  The Company has accident and health insurance premiums in 2020 and 2019 subject to
the risk-sharing provisions of the ACA.

The ACA imposed fees and premium stabilization provisions on health insurance issuers
offering comprehensive commercial health insurance. The three premium stabilization
programs are commonly referred to as the 3Rs — risk adjustment, reinsurance, and risk
corridors.

Risk Adjustment — The permanent risk adjustment program, designed to mitigate the
potential impact of adverse selection and provide stability for health insurance issuers,
applies to all non-grandfathered plans not subject to transitional relief in the individual and
small group markets both inside and outside of the insurance exchanges. The risk
adjustments and distributions are calculated using a high-cost risk pool which adds a
reinsurance-like element to this program. The operation of the high-cost risk pools excludes
a percentage of costs above a threshold level determined by federal regulations. The
program operates two national high-cost risk pools, one for individuals and one for small
groups. The data used by CMS to determine the risk adjustment amount is subject to risk
adjustment data validation audits along with the true-up to the final CMS report, which may
result in a material change to arrive at the final risk adjustment amount from the initial risk
adjustment estimate recorded. The risk adjustment data validation audits for 2017 and
2018 have been finalized and any adjustment from the estimate recorded is included in net
premium income in the statutory basis financial statements in the period in which the
amount became known. The remaining audits for the open years have not been completed.
Estimates related to the open years have incorporated CMS’ Final Rule on Amendments to
the U.S. Department of Health & Human Services (“HHS”) operated Risk Adjustment Data
Validation under the ACA’s HHS-operated Risk Adjustment Program published

December 1, 2020 and any estimated amounts receivable from or due to CMS are included
in premiums and considerations and aggregate health policy reserves, respectively, in the
statutory basis statements of assets, liabilities, and capital and surplus. Premium
adjustments pursuant to the risk adjustment program are accounted for as premium subject
to redetermination and user fees are accounted for as assessments.

Reinsurance — The transitional reinsurance program was designed to protect issuers in
the individual market from an expected increase in large claims due to the elimination of
preexisting condition limitations. The transitional reinsurance program expired at the end of
2016.

Risk Corridors — The temporary risk corridors program, designed to provide some
aggregate protection against variability for issuers in the individual and small group markets
during the period 2014 through 2016, applied to Qualified Health Plans in the individual and
small group markets both inside and outside of the insurance exchanges. The Company
received $272,954 from CMS for the settlement of the temporary ACA risk corridor program
which has been reflected in net premium income in the statutory basis statements of
operations. The details of the years impacted and the amounts received are included in
Note 24E 4 and Note 24E 5 below.
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(2) The following table presents the current year impact of risk-sharing provisions of the ACA
on assets, liabilities and operations:

a. Permanent ACA Risk Adjustment Program December 31, 2020

Assets
1. Premium adjustments receivable due to ACA Risk Adjustment (including high-risk pool
payments) -
Liabilities
2. Risk adjustment user fees payable for ACA Risk Adjustment -
3. Premium adjustments payable due to ACA Risk Adjustment (including high-risk pool
premium) -
Operations (Revenue & Expense)
4. Reported as revenue in premium for accident and health
contracts (w ritten/collected) due to ACA Risk Adjustment -
5. Reported in expenses as ACA Risk Adjustment user fees
(incurred/paid) -

b. Transitional ACA Reinsurance Program

Assets
1. Amounts recoverable for claims paid due to ACA Reinsurance $ -
2. Amounts recoverable for claims unpaid due to ACA Reinsurance (Contra Liability) -
3. Amounts receivable relating to uninsured plans for
contributions for ACA Reinsurance -
Liabilities
4. Liabilities for contributions payable due to ACA Reinsurance
- not reported as ceded premium -
5. Ceded reinsurance premiums payable due to ACA Reinsurance -
6. Liabilities for amounts held under uninsured plans contributions
for ACA Reinsurance -

Operations (Revenue & Expense)
7. Ceded reinsurance premiums due to ACA Reinsurance -
8. Reinsurance recoveries (income statement) due to ACA
reinsurance payments or expected payments -
9. ACA Reinsurance contributions - not reported as ceded premium -

c. Temporary ACA Risk Corridors Program

Assets

1. Accrued retrospective premium due to ACA Risk Corridors $ -
Liabilities

2. Reserve for rate credits or policy experience rating refunds

due to ACA Risk Corridors -

Operations (Revenue & Expense)

3. Effect of ACA Risk Corridors on net premium income (paid/received) 272,954

4. Effect of ACA Risk Corridors on change in reserves for rate credits -
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The following table is a rollforward of the prior year ACA risk-sharing provisions for asset

and liability balances, along with reasons for adjustments to prior year balances:

Accrued During
the Prior Year
on Business Written
Before December 31

Received or Paid as of
the Current Year
on Business Written
Before December 31

of the Prior Year
1 2
Receivable (Payable)
a. Permanent ACA Risk Adjustment
Program
1. Premium adjustment receivable
(including high-risk pool payments) $ - $ -
2. Premium adjustment (payable)
(including high-risk pool premium) - -

of the Prior Year
3 4

Receivable

(Payable)

Differences
Prior Year Prior Year
Accrued Accrued
Less Less
Payments Payments
(Col1-3)  (Col2-4)
5 6

Receivable (Payable)

Adjustments

To Prior
Year
Balances
7
Receivable

To Prior
Year
Balances
8

(Payable)

3. Subtotal ACA Permanent Risk
Adjustment Program - -

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 - -
Liabilities for contributions payable
due to ACA Reinsurance—not
reported as ceded premium - -
Ceded reinsurance premiums payable - -
. Liability for amounts held under
uninsured plans - -

>

X

7. Subtotal ACA Transitional
Reinsurance Program - -

c. Temporary ACA Risk Corridors Program
1. Accrued retrospective premium - -
2. Reserve for rate credits or policy
experience rating refunds - -

272,954

(272,954) -

272,954

3. Subtotal ACA Risk
Corridors Program - -

272,954

(272,954) -

272,954

d. Total for ACA Risk-Sharing Provisions $ - $ -

$ 272,954

$ (272,954) $ -

$ 272,954

$

Explanation of Adjustments

NA
NA
NA
NA
NA
NA
NA
NA

IeTMDO®>

Cumulative  Cumulative

Balance Balance
From From
Prior Years  Prior Years
(Col1-3+7) (Col2-4+8)
9 10
Ref Receivable (Payable)
A $ - $ -
B - -
c - -
D - -
E - -
F - -
G - -
Ho - -
| - -
J - -
$ - $ -

As a result of the United States Supreme Court decision on April 27, 2020 in Maine Community Health Options vs. United States, the Federal Government paid the full amount due to the Company under
the temporary risk corridors program for the 2014, 2015, and 2016 benefit years. The risk corridor payment w as recognized in the statutory basis statements of operations upon receipt in full during

the quarter ended December 31, 2020.
NA
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(4) The following table discloses risk corridor receivables and payables by risk corridor
program year:

Unsettled Balances as of

Differences the Reporting Date
Accrued During Received or Paid as of Prior Year  Prior Year Cumulative Cumulative
the Prior Year the Current Year Accrued Accrued Adjustments
on Business Written on Business Written Less Less To Prior To Prior From From
Before December 31 Before December 31 Payments Payments Year Year Prior Years Prior Years
of the Prior Year of the Prior Year (Col1-3) (Col2-4) Balances Balances (Col1-3+7) (Col2-4+8)
1 2 3 4 5 6 7 8 9 10
Risk Corridors Program Year Receivable (Payable) Receivable (Payable) Receivable (Payable) Receivable (Payable) Ref Receivable (Payable)
a. 2014
1. Accrued retrospective premium $ - $ - $ - $ - $ - $ - $ - $ - A S8 - $ -
2. Reserve for rate credits or policy
experience rating refunds - - - - - - - - B - -
b. 2015
1. Accrued retrospective premium - - 115,915 - (115,915) - 115,915 - C - -
2. Reserve for rate credits or policy
experience rating refunds - - - - - - - - D - -
c.2016
1. Accrued retrospective premium - - 157,039 - (157,039) - 157,039 - E - -
2. Reserve for rate credits or policy
experience rating refunds - - - - - - - - F - -
d. Total for Risk Corridors $ - $ - $ 272,954 $ - $(272,954) § - $ 272,954 $ - $ - $ -

Explanation of Adjustments

A.NA

B. NA

C. As aresult of the United States Supreme Court decision on April 27, 2020 in Maine Community Health Options vs. United States, the Federal Government paid the full amount due to the
Company under the temporary risk corridor program covering issuers of qualified health plans in the individual and small group markets for the 2015 benefit year. As of December 31, 2020,
the risk corridor payment has been received and is included in net premium income in the statutory basis statements of operations.

D. NA

E. As aresult of the United States Supreme Court decision on April 27, 2020 in Maine Community Health Options vs. United States, the Federal Government paid the full amount due to the
Company under the temporary risk corridor program covering issuers of qualified health plans in the individual and small group markets for the 2016 benefit year. As of December 31, 2020,
the risk corridor payment has been received and is included in net premiumincome in the statutory basis statements of operations.

F.NA

(5) The following table discloses ACA risk corridor receivable balances by risk corridor
program year:

1 2 3 4 5 6
Estimated

Amount to be Non-Accrued Asset Balance Net

Filed or Final Amounts for Amounts (Gross of Non- Non- Admitted
Risk Corridors Amount Impairment or Received Admissions) Admitted Asset
Program Year Filed with CMS Other Reasons from CMS (1-2-3) Amount (4-5)
a. 2014 $ - $ - $ - $ - $ - $ -
b. 2015 115,915 - 115,915 - - -
c. 2016 157,039 - 157,039 - - -
d. Total (a+b+c) $ 272,954 $ - $ 272,954 $ - $ - $ -
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25. CHANGE IN INCURRED CLAIMS AND CLAIMS ADJUSTMENT EXPENSES

A. Changes in estimates related to the prior year incurred claims are included in total hospital and
medical expenses in the current year in the statutory basis statements of operations. The
following tables disclose paid claims, incurred claims, and the balance in claims unpaid, accrued
medical incentive pool and bonus amounts, aggregate health claim reserves, health care
receivables (excluding provider loans and advances not yet expensed) and reinsurance
recoverables for the years ended December 31, 2020 and 2019:

2020
Current Year Prior Years
Incurred Incurred
Claims Claims Total
Beginning of year claim reserve $ - $ (111,292,955) $ (111,292,955)
Paid claims—net of health care receivables*
and reinsurance recoveries collected 1,267,094,753 (1,523,660) 1,265,571,093
End of year claim reserve 121,272,136 4,917,968 126,190,104
Incurred claims excluding the change in
health care receivables and reinsurance
recoverables as presented below 1,388,366,889 (107,898,647) 1,280,468,242
Beginning of year health care receivables™
and reinsurance recoverables - 102,697,784 102,697,784
End of year health care receivables*
and reinsurance recoverables (129,702,795) (3,670,898) (133,373,693)
Total incurred claims $ 1,258,664,094 $ (8,871,761) $ 1,249,792,333

*Health care receivables excludes provider loans and advances not yet expensed of $30,000
and $60,000 for 2020 and 2019, respectively.

2019
Current Year Prior Years
Incurred Incurred
Claims Claims Total
Beginning of year claim reserve $ - $ (80,332,040) $ (80,332,040)
Paid claims—net of health care receivables*
and reinsurance recoveries collected 1,032,685,462 (17,626,478) 1,015,058,984
End of year claim reserve 105,589,215 5,703,740 111,292,955
Incurred claims excluding the change in
health care receivables* and
reinsurance recoverables
as presented below 1,138,274,677 (92,254,778) 1,046,019,899
Beginning of year health care receivables*
and reinsurance recoverables - 101,140,849 101,140,849
End of year health care receivables*
and reinsurance recoverables (100,053,662) (2,644,122) (102,697,784)
Total incurred claims $ 1,038,221,015 $ 6,241,949 $ 1,044,462,964

*Health care receivables excludes provider loans and advances not yet expensed of $60,000
and $150,000 for 2019 and 2018, respectively.
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The liability for claims unpaid, accrued medical incentive pool and bonus amounts, aggregate
health claim reserves, net of health care receivables (excluding provider loans and advances not
yet expensed), and reinsurance recoverables as of December 31, 2019 was $8,595,171. As of
December 31, 2020, $(1,523,660) has been paid for incurred claims attributable to insured events
of prior years. Reserves remaining for prior years, net of health care receivables (excluding
provider loans and advances not yet expensed) and reinsurance recoverables are now
$1,247,070, as a result of re-estimation of unpaid claims. Therefore, there has been $8,871,761
favorable prior year development since December 31, 2019 to December 31, 2020. The primary
drivers consist of favorable development as a result of a change in the provision for adverse
deviations in experience of $7,283,663 and favorable development of $6,876,828 in retroactivity
for inpatient, outpatient, physician, and pharmacy claims, offset by unfavorable development of
$3,445,759 in capitation, and unfavorable development of $1,146,240 in provider settlements. At
December 31, 2019, the Company recorded $6,24 1,949 of unfavorable development consisting of
unfavorable development of $32,930,366 in retroactivity for inpatient, outpatient, physician, and
pharmacy claims, unfavorable development in audit recovery operations recoveries of
$5,120,823, offset by favorable development in reinsurance of $15,213,201, favorable
development in capitation of $5,862,205, favorable development as a result of a change in the
provision for adverse deviations in experience of $4,856,781, favorable development in provider
settlements of $3,288,543, and favorable development in risk share of $2,145,209. Original
estimates are increased or decreased, as additional information becomes known regarding
individual claims, which could have an impact to the accruals for medical loss ratio rebates and
retrospectively rated contracts. As a result of the prior year effects, on a regular basis, the
Company adjusts revenue and the corresponding liability and/or receivable related to
retrospectively rated policies and the impact of the change is included as a component of change
in reserve for rate credits in the statutory basis statements of operations.

The Company incurred CAE of $70,100,168 and $52,258,619 in 2020 and 2019, respectively.
These costs are included in the management service fees paid by the Company to UHS as a part
of the Agreement (see Note 10). The following table discloses paid CAE, incurred CAE, and the
balance in unpaid CAE reserve for 2020 and 2019:

2020 2019
Total claims adjustment expenses $ 70,100,168 $ 52,258,619
Less: current year unpaid claims adjustment expenses (2,329,097) (2,048,408)
Add: prior year unpaid claims adjustment expenses 2,048,408 1,479,607
Total claims adjustment expenses paid $ 69,819,479 $ 51,689,818

The Company did not make any significant changes in methodologies and assumptions used in
the calculation of the liability for claims unpaid and unpaid CAE in 2020.

INTERCOMPANY POOLING ARRANGEMENTS
A-G. The Company did not have any intercompany pooling arrangements in 2020 or 2019.
STRUCTURED SETTLEMENTS

A-B. The Company did not have structured settlements in 2020 or 2019.
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28. HEALTH CARE RECEIVABLES

A. Pharmacy rebates receivable are recorded when reasonably estimated or billed by the affiliated
pharmaceutical benefit manager in accordance with pharmaceutical rebate contract provisions.
Information used to support rebates billed to the manufacturer is based on utilization information
gathered by the pharmaceutical benefit manager and adjusted for significant changes in
pharmaceutical contract provisions.

The Company evaluates admissibility of all pharmacy rebates receivable based on the

administration of each underlying pharmaceutical benefit management agreement. The Company
has nonadmitted and excluded all pharmacy rebates receivable that do not meet the admissibility
criteria of SSAP No. 84, Health Care and Government Insured Plan Receivables (“SSAP No. 84”)

from the statutory basis statements of admitted assets, liabilities, and capital and surplus.

For each pharmaceutical management agreement for which a portion of the total pharmacy
rebates receivable can be admitted based on the admissibility criteria of SSAP No. 84, the
pharmacy rebate transaction history is summarized as follows:

Estimated Actual Actual Actual
Pharmacy Pharmacy Rebates Rebates Rebates
Rebates as Rebates as Received Received Received
Reported on Billed or within 90 within 91 to More than
Financial Otherwise Days of 180 Days of 180 Days
Quarter Statements Confirmed Billing Billing after Billing
12/31/2020 $ 27,553,139 $ 8,714,411 $ - $ - $ -
9/30/2020 25,441,589 25,530,422 15,673,262 - -
6/30/2020 24,816,024 24,702,267 20,419,835 3,361,768 -
3/31/2020 22,708,365 22,442,028 8,879,536 12,990,064 (196,659)
12/31/2019 18,192,106 18,899,841 14,615,042 2,943,819 976,010
9/30/2019 18,462,735 18,762,249 14,403,484 3,166,016 777,746
6/30/2019 18,227,557 18,611,761 13,556,511 4,443,243 288,588
3/31/2019 15,683,107 16,246,365 12,984,210 2,133,898 785,525
12/31/2018 10,754,615 10,666,211 9,212,306 1,404,544 59,008
9/30/2018 9,183,892 9,159,868 7,578,201 1,322,707 241,839
6/30/2018 7,228,707 7,381,753 6,289,235 887,812 195,324
3/31/2018 4,720,041 4,758,306 3,997,593 648,734 117,608

Of the amount reported as health care receivables, $36,966,331 and $25,345,532 relates to

pharmacy rebates receivable as of December 31, 2020 and 2019, respectively. This increase is
primarily due to increased membership along with the change in generic/name brand mix.

B. The Company has nonadmitted all risk-sharing receivables from the statutory basis statements of
admitted assets, liabilities, and capital and surplus.

The Company also admitted $144,749 and $186,722 of provider overpayment receivables resulting from
claim overpayments as of December 31, 2020 and December 31, 2019, respectively, which are included
in health care receivables in the statutory basis statements of admitted assets, liabilities, and capital and
surplus.

29. PARTICIPATING POLICIES

The Company did not have any participating contracts in 2020 or 2019.
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30. PREMIUM DEFICIENCY RESERVES

The following table summarizes the Company’s PDR as of December 31, 2020 and 2019:

2020

1. Liability carried for premium deficiency reserves $ -

2. Date of the most recent evaluation of this liability 12/31/2020

3. Was anticipated investment income utilized in this calculation? Yes | X | No | |
2019

1. Liability carried for premium deficiency reserves $ 1,151,000

2. Date of the most recent evaluation of this liability 12/31/2019

3. Was anticipated investment income utilized in this calculation? Yes | X | No | |

PDR is included in aggregate health policy reserves in the statutory basis statements of admitted assets,
liabilities, and capital and surplus.

31. ANTICIPATED SALVAGE AND SUBROGATION

Due to the type of business being written, the Company has no salvage. As of December 31, 2020 and
2019, the Company had no specific accruals established for outstanding subrogation, as it is considered
a component of the actuarial calculations used to develop the estimates of claims unpaid and aggregate
health claim reserves.

* %k % % % %
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9 6 3 0 2 0 2 8 5 0 0 0 0

8 5 2

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES

For The Year Ended December 31, 2020
(To Be Filed by April 1)

1

Of The UnitedHealthcare of the Midwest, Inc.

ADDRESS (City, State and Zip Code) ~ Minnetonka , MN 55343

NAIC Group Code 0707 .. . .. NAIC Company Code 96385 ... . .. ... Federal Employer's Identification Number (FEIN) 43-1361841

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 reporting 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 2 of this annual statement. $ 568,504,706

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

1 2 3 4
Percentage of Total
Issuer Description of Exposure Amount Admitted Assets
2.01 HSBC - HGIXX Cash Equivalents $ 1,387,776 2.0 %
2.02 FNMA Bonds $ 6,160,602 1.1 %
2.03 FHLMC Bonds $ 2,407,254 0.4 %
2.04 Northern Inst - BGSXX Cash Equivalents $ 2,149,607 0.4 %
2.05 REGL TRANSPRTN A - TRAN Bonds $ 880,509 0.2 %
2.06 Dreyfus - DSHXX Cash Equivalents $ 879,574 0.2 %
2.07 Dreyfus - DGOXX ... . Cash Equivalents $ 857,163 0.2 %
2.08 W CONTRA COSTA C - GEN Bonds $ 774,043 0.1 %
2.09 S FL WTR MGMT DI - CTF Bonds $ 767,622 0.1 %
2.10 REEDY CREEK FL | - GEN Bonds $ 728,417 0.1 %

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

Bonds 1 2 Preferred Stocks 3 4
3.01 NAIC-1 $ 44,064,720 7.8 % 3.07 P/RP-1 $ 0 0.0 %
3.02 NAIC-2 $ 7,997,199 1.4 % 3.08 P/RP-2 $ 0 0.0 %
3.03 NAIC-3 $ 0 0.0% 3.09 P/RP-3 $ 0 0.0 %
3.04 NAIC-4 $ 0 0.0% 3.10 P/RP-4 $ 0 0.0 %
3.05 NAIC-5 $ 0 0.0% 3.11 P/RP-5 $ 0 0.0 %
3.06 NAIC-6 $ 0 0.0% 3.12 P/RP-6 $ 0 0.0 %
4. Assets held in foreign investments:
4.01  Are assets held in foreign investments less than 2.5% of the reporting entity’s total admitted ts? Yes [ X] No[ ]
If response to 4.01 above is yes, responses are not required for interrogatories 5 - 10.
4.02 Total admitted assets held in foreign investments. $ 46,137 0.0 %
4.03 Foreign-currency-denominated investments $ 0 0.0 %
4.04 Insurance liabilities denominated in that same foreign currency $ 0 0.0 %
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UnitedHealthcare Community Plan of Kansas
SUPPLEMENT FOR THE YEAR 2020 OF THE UnitedHealthcare of the Midwest, Inc.

Aggregate foreign investment exposure categorized by NAIC sovereign designation:

%
%

%
%

%
%

%
%

%
%

1 2
Countries designated NAIC-1 $ 0 0.0
Countries designated NAIC-2 $ 0 0.0
Countries designated NAIC-3 or below $ 0 0.0
Largest foreign investment exposures by country, categorized by the country’s NAIC sovereign designation:
1 2
Countries designated NAIC - 1:
Country 1: $ 0 0.0
Country 2: $ 0 0.0
Countries designated NAIC - 2:
Country 1: $ 0 0.0
Country 2: $ 0 0.0
Countries designated NAIC - 3 or below:
Country 1: $ 0 0.0
Country 2: $ 0 0.0
1 2
Aggregate unhedged foreign currency exposure $ 0 0.0
Aggregate unhedged foreign currency exposure categorized by NAIC sovereign designation:
1 2
Countries designated NAIC-1 $ 0 0.0
Countries designated NAIC-2 $ 0 0.0
Countries designated NAIC-3 or below $ 0 0.0
Largest unhedged foreign currency exposures by country, categorized by the country’s NAIC sovereign designation:
1 2
Countries designated NAIC - 1:
Country 1: $ 0 0.0
Country 2: $ 0 0.0
Countries designated NAIC - 2:
Country 1: $ 0 0.0
Country 2: $ 0 0.0
Countries designated NAIC - 3 or below:
Country 1: $ 0 0.0
Country 2: $ 0 0.0
Ten largest non-sovereign (i.e. non-governmental) foreign issues:
1 2 3 4
Issuer NAIC Designation
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
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SUPPLEMENT FOR THE YEAR 2020 OF THE UnitedHealthcare of the Midwest, Inc.

Amounts and percentages 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 2.5% of the reporting entity's total admitted assets? Yes [ X ] No [
If response to 11.01 is yes, detail is not required for the remainder of interrogatory 11.
1 2
Total admitted assets held in Canadian investments $ 0 0.0
Canadian-currency-denominated investments $ 0 0.0
Canadian-denominated insurance liabilities $ 0 0.0
Unhedged Canadian currency exposure $ 0 0.0
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 total admitted assets? Yes [ X1 No [
If response to 12.01 is yes, responses are not required for the remainder of Interrogatory 12.
1 2 3
Aggregate statement value of investments with contractual sales restrictions $ 0 0.0
Largest three investments with contractual sales restrictions:
$ 0 0.0
$ 0 0.0
$ 0 0.0
Amounts and percentages of admitted assets held in the ten largest equity interests:
Are assets held in equity interests less than 2.5% of the reporting entity’s total admitted ts? Yes [ X1 No [
If response to 13.01 above is yes, responses are not required for the remainder of Interrogatory 13.
1 2 3
Issuer
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
$ 0 0.0
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UnitedHealthcare Community Plan of Kansas
SUPPLEMENT FOR THE YEAR 2020 OF THE UnitedHealthcare of the Midwest, Inc.

Amounts and percentages 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 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 nonaffiliated, privately placed equities $ 0 0.0 %
Largest three investments held in nonaffiliated, privately placed equities:
$ 0 0.0 %
$ 0 0.0 %
$ 0 0.0 %
Ten largest fund managers:
1 2 3 4
Fund Manager Total Invested Diversified Nondiversified
$ 0 s 0 $ 0
$ 0 s 0 s 0
$ 0 s 0 s 0
$ 0 s 0 s 0
$ 0 s 0 s 0
$ 0 s 0 s 0
$ 0 s 0 s 0
$ 0 s 0 s 0
$ 0 s 0 s 0
$ 0 s 0 s 0
Amounts and percentages 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 ts? 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 general partnership interests $ 0 0.0 %
Largest three investments in general partnership interests:
$ 0 0.0 %
$ 0 0.0 %
$ 0 0.0 %
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Amounts and percentages of the reporting entity's total admitted assets held in mortgage loans:

UnitedHealthcare Community Plan of Kansas
SUPPLEMENT FOR THE YEAR 2020 OF THE UnitedHealthcare of the Midwest, Inc.

]

%
%
%
%
%

16.01 Are mortgage loans reported in Schedule B less than 2.5% of the reporting entity’s total admitted assets? Yes [ X1 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 0.0
16.03 $ 0 0.0
16.04 $ 0 0.0
16.05 $ 0 0.0
16.06 $ 0 0.0
16.07 $ 0 0.0
16.08 $ 0 0.0
16.09 $ 0 0.0
16.10 $ 0 0.0
16.11 $ 0 0.0
Amount and percentage of the reporting entity's total admitted assets held in the following categories of mortgage loans:
Loans
16.12 Construction loans $ 0 0.0
16.13 Mortgage loans over 90 days past due $ 0 0.0
16.14 Mortgage loans in the process of foreclosure $ 0 0.0
16.15 Mortgage loans foreclosed $ 0 0.0
16.16 Restructured mortgage loans $ 0 0.0
17.  Aggregate mortgage loans having the following loan-to-value ratios as determined from the most current appraisal as of the annual statement date:
Residential Commercial Agricultural
Loan to Value 1 2 3 4 5 6
17.01 above 95%...... $ 0 0.0 % $ 0 0.0 % $ 0 0.0
17.02 91to 95%....... $ 0 0.0 % $ 0 0.0 % $ 0 0.0
17.03 8110 90%........ $ 0 0.0 % $ 0 0.0 % $ 0 0.0
17.04 7110 80%........ $ 0 0.0 % $ 0 0.0 % $ 0 0.0
17.05 below 70%....... $ 0 0.0 % $ 0 0.0 % $ 0 0.0
18.  Amounts and percentages of the reporting entity’s total admitted assets held in each of the five largest investments in real estate:
18.01 Are assets held in real estate reported less than 2.5% of the reporting entity's total admitted assets? Yes [ X1 No [
If response to 18.01 above is yes, responses are not required for the remainder of Interrogatory 18.
Largest five investments in any one parcel or group of contiguous parcels of real estate.
Description
1 2 3
18.02 $ 0 0.0
18.03 $ 0 0.0
18.04 $ 0 0.0
18.05 $ 0 0.0
18.06 $ 0 0.0
19. Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in investments held in mezzanine real estate loans:
19.01 Are assets held in investments held in mezzanine real estate loans less than 2.5% of the reporting entity’s total admitted assets? Yes [ X1 No [
If response to 19.01 is yes, responses are not required for the remainder of Interrogatory 19.
1 2 3
19.02 Aggregate statement value of investments held in mezzanine real estate loans: $ 0 0.0
Largest three investments held in mezzanine real estate loans:
19.03 $ 0 0.0
19.04 $ 0 0.0
19.05 $ 0 0.0
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UnitedHealthcare Community Plan of Kansas
SUPPLEMENT FOR THE YEAR 2020 OF THE UnitedHealthcare of the Midwest, Inc.

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

At Year End At End of Each Quarter
1st Quarter 2nd Quarter 3rd Quarter
1 2 3 4 5
Securities lending agreements (do not include
assets held as collateral for such transactions) $ 0 00 % $ 0 3 0 3 0
Repurchase agreements $ 0 0.0 % $ 0 3 0 3 0
Reverse repurchase agreements $ 0 00 % $ 0 3 0 3 0
Dollar repurchase agreements $ 0 0.0 % $ 0 3 0 3 0
Dollar reverse repurchase agreements $ 0 0.0 % $ 0 3 0 3 0
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
Hedging $ 0 00% § 0 0.0 %
Income generation $ 0 0.0% § 0 0.0 %
Other $ 0 0.0% § 0 0.0 %
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 Quarter 2nd Quarter 3rd Quarter
1 2 3 4 5
Hedging $ 0 0.0 % $ 0 3 0 3 0
Income generation $ 0 00% $ 0 3 0 s 0
Replications $ 0 00% $ 0 3 0 3 0
Other $ 0 0.0 % $ 0 $ 0 $ 0
Amounts and percentages of the reporting entity's total admitted assets of potential exposure for futures contracts:
At Year End At End of Each Quarter
1st Quarter 2nd Quarter 3rd Quarter
1 2 3 4 5
Hedging $ 0 0.0 % $ 0 3 0 3 0
Income generation $ 0 00 % $ 0 0 s 0
Replications $ 0 00 % $ 0 s 0 3 0
Other $ 0 0.0 % $ 0 s 0 s 0
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ANNUAL STATEMENT FOR THE YEAR 2020 OF THE UnitedHealthcare of the Midwest, Inc.

SUMMARY INVESTMENT SCHEDULE

Gross Investment Holdings

Admitted Assets as Reported
in the Annual Statement

1 2 3 4 5 6
Securities
Percentage Lending Percentage
of Reinvested Total of
Column 1 Collateral (Col. 3 +4) Column 5
Investment Categories Amount Line 13 Amount Amount Amount Line 13
1. Long-Term Bonds (Schedule D, Part 1):
1.01 U.S. governments 4,641,308 2571 4,641,309 0 4,641,309 2.571
1.02 All other governments 299,639 0.166 299,639 0 299,639 0.166
1.03 U.S. states, territories and possessions, etc. guaranteed .| 1,552,302 0.860 1,552,302 0 1,552,302 0.860
1.04 U.S. political subdivisions of states, territories, and possessions,
guaranteed 2,554,809 1.415 2,554,810 0 2,554,810 1.415
1.05 U.S. special revenue and special assessment obligations, etc. non-
guaranteed e 18,543,759 [ - 10.271] 18,543,758 | 0| 18,543,758 | 10.271
1.06 Industrial and miscellaneous .| . 24,470,102 [ - 13.554 | . 24,470,101 [ O __ . 24,470,101 [ 13.554
1.07 Hybrid securities 0 0.000 0 0 0 0.000
1.08 Parent, subsidiaries and affiliates 0 0.000 0 0 0 0.000
1.09 SVO identified funds 0 0.000 0 0 0 0.000
1.10 Unaffiliated Bank loans 0 0.000 0 0 0 0.000
1.11 Total long-term bonds 52,061,919 28.836 | 52,061,919 0] ! 52,061,919 . 28.836
2. Preferred stocks (Schedule D, Part 2, Section 1):
2.01 Industrial and miscellaneous (Unaffiliated) 0 0.000 0 0 0 0.000
2.02 Parent, subsidiaries and affiliates 0 0.000 0 0 0 0.000
2.03 Total preferred stocks 0 0.000 0 0 0 0.000
3. Common stocks (Schedule D, Part 2, Section 2):
3.01 Industrial and miscellaneous Publicly traded (Unaffiliated) 0 0.000 0 0 0 0.000
3.02 Industrial and miscellaneous Other (Unaffiliated) 0 0.000 0 0 0 0.000
3.03 Parent, subsidiaries and affiliates Publicly traded 0 0.000 0 0 0 0.000
3.04 Parent, subsidiaries and affiliates Other 0 0.000 0 0 0 0.000
3.05 Mutual funds 0 0.000 0 0 0 0.000
3.06 Unit investment trusts 0 0.000 0 0 0 0.000
3.07 Closed-end funds 0 0.000 0 0 0 0.000
3.08 Total common stocks 0 0.000 0 0 0 0.000
4. Mortgage loans (Schedule B):
4.01 Farm mortgages 0 0.000 0 0 0 0.000
4.02 Residential mortgages 0 0.000 0 0 0 0.000
4.03 Commercial mortgages 0 0.000 0 0 0 0.000
4.04 Mezzanine real estate loans 0 0.000 0 0 0 0.000
4.05 Total valuation allowance 0 0.000 0 0 0 0.000
4.06 Total mortgage loans 0 0.000 0 0 0 0.000
5. Real estate (Schedule A):
5.01 Properties occupied by company 0 0.000 0 0 0 0.000
5.02 Properties held for production of income 0 0.000 0 0 0 0.000
5.03 Properties held for sale 0 0.000 0 0 0 0.000
5.04 Total real estate 0 0.000 0 0 0 0.000
6. Cash, cash equivalents and short-term investments:
6.01 Cash (Schedule E, Part 1) 38,778 0.021 38,778 0 38,778 0.021
6.02 Cash equivalents (Schedule E,Part2) L 128,441,832 71.142 | 128,441,832 0] 128,441,832 71.142
6.03 Short-term investments (Schedule DA) 0 0.000 0 0 0 0.000
6.04 Total cash, cash equivalents and short-term investments .| 128,480,610 | 71.164 | 128,480,610 | 0f . 128,480,610 | 71.164
7. Contract loans 0 0.000 0 0 0 0.000
8. Derivatives (Schedule DB) 0 0.000 0 0 0 0.000
9. Other invested assets (Schedule BA) 0 0.000 0 0 0 0.000
10. Receivables for securities 0 0.000 0 0 0 0.000
11.  Securities Lending (Schedule DL, Part 1) 0 0.000 0 XXX XXX XXX
12. Other invested assets (Page 2, Line 11) 0 0.000 0 0 0 0.000
13. Total invested assets 180,542,529 100.000 180,542,529 0 180,542,529 100.000
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UNITEDHEALTHCARE OF THE MIDWEST, INC.

FOR THE YEAR ENDED DECEMBER 31, 2020

SUPPLEMENTAL SCHEDULE OF THE ANNUAL AUDIT REPORT

SUPPLEMENTAL SCHEDULE REGARDING REINSURANCE CONTRACTS WITH RISK-LIMITING
FEATURES

Reinsurance contracts subject to Appendix A-791—Life and Health Reinsurance Agreements of
the NAIC Accounting Practices and Procedures Manual:

The Company has no reinsurance contracts subject to Appendix A-791 — Life and Health Reinsurance
Agreements (“A-791”) that includes a provision which limits the reinsurer’'s assumption of significant risk.

Reinsurance contracts NOT subject to Appendix A-791—Life and Health Reinsurance
Agreements of the NAIC Accounting Practices and Procedures Manual:

The Company has no reinsurance contracts not subject to A-791, for which reinsurance accounting was
applied and which include a provision that limits the reinsurer’s assumption of risk.

Payments to reinsurers (excluding reinsurance contracts with a federal or state facility):

The Company’s reinsurance contracts do not contain features which result in delays in payment in form or in
fact.

Reinsurance contracts NOT subject to Appendix A-791—L.ife and Health Reinsurance
Agreements of the NAIC Accounting Practices and Procedures Manual and NOT yearly-
renewable term that meet the risk transfer requirements under SSAP No. 61R:

The Company has not reflected a reinsurance accounting credit for any contracts not subject to Appendix A-
791 and not yearly renewable term, which meet the risk transfer requirements of SSAP No. 61R, Life,
Deposit-Type, and Accident and Health Reinsurance (“SSAP No. 61R”).

The Company did not cede any risk which is not subject to A-791 and not yearly renewable term reinsurance,
under any reinsurance contract during the period covered by these financial statements, for which the
statutory accounting treatment and GAAP accounting treatment were not the same.

The Company’s ceded reinsurance contract which is not subject to A-791 and not yearly renewable term
reinsurance, is treated the same for GAAP and statutory accounting principles.
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OTHER ATTACHMENT
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- Deloitte & Touche LLP
Certified Public Accountants
333 Southeast 2nd Avenue

Suite 3600
Miami, FL 33131
USA

. . Tel:+1 305 372 3100
To the Audit Committee of Fax-41 305 372 3160

UnitedHealthcare of the Midwest, Inc. www.deloitte.com
13655 Riverport Drive, MO050-1000
Maryland Heights, MO 63043

The Management of
UnitedHealthcare of the Midwest, Inc.
13655 Riverport Drive, MO050-1000
Maryland Heights, MO 63043

Dear Members of the Audit Committee and Management:

We have audited, in accordance with auditing standards generally accepted in the United States of
America, the statutory basis financial statements of UnitedHealthcare of the Midwest, Inc. (the
“Company”) for the years ended December 31, 2020, and 2019, and have issued our report thereon
dated April 23, 2021. In connection therewith, we advise you as follows:

1. We are independent certified public accountants with respect to the Company and conform to the
standards of the accounting profession as contained in the Code of Professional Conduct and
pronouncements of the American Institute of Certified Public Accountants, the rules and
regulations of the Missouri Department of Insurance, and the Rules of Professional Conduct of the
Florida Board of Accountancy.

2. The engagement partner and engagement manager, who are certified public accountants, have
21 years and 8 years, respectively, of experience in public accounting and are experienced in
auditing insurance enterprises. Members of the engagement team, most of whom have had
experience in auditing insurance enterprises and 32 percent of whom are certified public
accountants, were assigned to perform tasks commensurate with their training and experience.

3.  We understand that the Company intends to file its audited statutory basis financial statements
and our report thereon with the Missouri Department of Insurance and other state insurance
departments in states in which the Company is licensed and that the insurance commissioners of
those states will be relying on that information in monitoring and regulating the statutory basis
financial condition of the Company.

While we understand that an objective of issuing a report on the statutory basis financial statements is
to satisfy regulatory requirements, our audit was not planned to satisfy all objectives or responsibilities
of insurance regulators. In this context, the Company and insurance commissioners should understand
that the objective of an audit of statutory basis financial statements in accordance with auditing
standards generally accepted in the United States of America is to form an opinion and issue a report on
whether the statutory basis financial statements present fairly, in all material respects, the admitted
assets, liabilities, and capital and surplus, results of operations and cash flows in accordance with
accounting practices prescribed or permitted by the Missouri Department of Insurance. Consequently,
under auditing standards generally accepted in the United States of America, we have the responsibility,
within the inherent limitations of the auditing process, to plan and perform our audit to obtain
reasonable assurance regarding whether the statutory basis financial statements are free from material
misstatement, whether due to error or fraud, and to exercise due professional care in the conduct of the
audit. The Company is not required to have, nor were we engaged to perform, an audit of internal
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control over financial reporting. Our audit included consideration of internal control relevant to the
entity’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 internal control over financial reporting. The concept of selective testing of the data
being audited, which involves judgment both as to the number of transactions to be audited and the
areas to be tested, has been generally accepted as a valid and sufficient basis for an auditor to express
an opinion on financial statements. Audit procedures that are effective for detecting errors, if they exist,
may be ineffective for detecting misstatements resulting from fraud. Because of the characteristics of
fraud, particularly those involving concealment and falsified documentation (including forgery), a
properly planned and performed audit may not detect a material misstatement resulting from fraud. In
addition, an audit does not address the possibility that material misstatements may occur in the future.
Also, our use of professional judgment and the assessment of materiality for the purpose of our audit
mean that matters may exist that would have been assessed differently by insurance commissioners.

It is the responsibility of the management of the Company to adopt sound accounting policies, to
maintain an adequate and effective system of accounts, and to establish and maintain internal control
that will, among other things, provide reasonable, but not absolute, assurance that assets are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in
accordance with management’s authorization and are recorded properly to permit the preparation of
financial statements in conformity with accounting practices prescribed or permitted by the Missouri
Department of Insurance.

The Insurance Commissioner should exercise due diligence to obtain whatever other information that
may be necessary for the purpose of monitoring and regulating the statutory basis financial position of
insurers and should not rely solely on the independent auditors’ report.

4. We will retain the working papers (including those kept in a hard copy or electronic medium)
prepared in the conduct of our audit until the Missouri Department of Insurance has filed a Report
of Examination covering 2020, but no longer than seven years. After notification to the Company,
we will make the working papers available for review by the Missouri Department of Insurance or
its delegates, at the offices of the insurer, at our offices, at the Missouri Department of Insurance,
or at any other reasonable place designated by the Insurance Commissioner. Furthermore, in the
conduct of the aforementioned periodic review by the Missouri Department of Insurance,
photocopies of pertinent audit working papers may be made (under the control of Deloitte &
Touche LLP) and such copies may be retained by the Missouri Department of Insurance. In addition,
to the extent requested, we may provide the Missouri Department of Insurance with copies of
certain audit working papers (such as unlocked copies of Excel spreadsheets that do not contain
password protection or encryption). As such, these audit working papers will be subject to potential
modification by Missouri Department of Insurance or by others. We are not responsible for any
modifications made to the copies, electronic or otherwise, after they are provided to the Missouri
Department of Insurance; and we are likewise not responsible for any effect that any such
modifications, whether intentional or not, might have on the process, substance, or outcome of
your regulatory examination.

5. The engagement partner has served in this capacity with respect to the Company since 2019, is
licensed by the Florida Board of Accountancy, and is a member in good standing of the American
Institute of Certified Public Accountants.

RFP Number: EVT0009267 Page 208 of 494 Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

6. To the best of our knowledge and belief, we are in compliance with the requirements of section 7
of the NAIC’s Model Rule (Regulation) Requiring Annual Audited Financial Reports regarding
qualifications of independent certified public accountants.

This letter is intended solely for the information and use of the Audit Committee and management of
UnitedHealthcare of the Midwest, Inc. and for filing with the Missouri Department of Insurance and
other state insurance departments to whose jurisdiction the Company is subject and is not intended to
be and should not be used by anyone other than these specified parties.

pl,é'itt ; /f,,é( P

April 23, 2021
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
Form 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE FISCAL YEAR ENDED December 31, 2022

or

[ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission file number: 1-10864

UNITEDHEALTH GROUP

UnitedHealth Group Incorporated

(Exact name of registrant as specified in its charter)

Delaware 41-1321939
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
UnitedHealth Group Center
9900 Bren Road East 55343
Minnetonka, Minnesota (Zip Code)

(Address of principal executive offices)

(952) 936-1300
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:
Title of each class Trading Symbol(s) Name of each exchange on which registered

Common Stock, $.01 par value UNH New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes No [

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes [] No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for
the past 90 days.  Yes No [

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted and posted pursuant to Rule 405
of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes No []
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an
emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company”
in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer [] Non-accelerated filer O

Smaller reporting company [ Emerging growth company [

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. [J

Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its internal control
over financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its
audit report.

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing
reflect the correction of an error to previously issued financial statements. []

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by
any of the registrant’s executive officers during the relevant recovery period pursuant to §240.10D-1(b). []

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes[] No

The aggregate market value of voting stock held by non-affiliates of the registrant as of June 30, 2022 was $479,550,880,245 (based on the last reported sale
price of $513.63 per share on June 30, 2022 as reported on the New York Stock Exchange), excluding only shares of voting stock held beneficially by directors,
executive officers and subsidiaries of the registrant.

As of January 31, 2023, there were 932,846,602 shares of the registrant’s Common Stock, $.01 par value per share, issued and outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
The information required by Part III of this report, to the extent not set forth herein, is incorporated by reference from the registrant’s definitive proxy statement
relating to its 2023 Annual Meeting of Shareholders. Such proxy statement will be filed with the Securities and Exchange Commission within 120 days after the
end of the fiscal year to which this report relates.

”
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PART 1
ITEM 1. BUSINESS
OUR BUSINESSES

Overview

9 <« 99 L “i

The terms “we,” “our,” “us,” “its,” “UnitedHealth Group,” or the “Company” used in this report refer to UnitedHealth Group
Incorporated and its subsidiaries.

UnitedHealth Group Incorporated is a health care and well-being company with a mission to help people live healthier lives and
help make the health system work better for everyone. Our two distinct, yet complementary business platforms—Optum and
UnitedHealthcare—are working to help build a modern, high-performing health system through improved access, affordability,
outcomes and experiences for the individuals and organizations we are privileged to serve.

The ability to analyze complex data and apply deep health care expertise and insights allows us to serve people, care providers,
businesses, communities and governments with more innovative products and complete, end-to-end offerings for many of the
biggest challenges facing health care today.

Optum combines clinical expertise, technology and data to empower people, partners and providers with the guidance and tools
they need to achieve better health. Optum serves the broad health care marketplace, including payers, care providers, employers,
governments, life sciences companies and consumers, through its Optum Health, Optum Insight and Optum Rx businesses.
These businesses improve overall health system performance by optimizing care quality and delivery, reducing costs and
improving consumer and provider experience, leveraging distinctive capabilities in data and analytics, pharmacy care services,
health care operations, population health and health care delivery.

UnitedHealthcare offers a full range of health benefits, enabling affordable coverage, simplifying the health care experience and
delivering access to high-quality care. UnitedHealthcare Employer & Individual serves employers ranging from sole
proprietorships to large, multi-site and national employers, public sector employers and individual consumers. UnitedHealthcare
Medicare & Retirement delivers health and well-being benefits for Medicare beneficiaries and retirees. UnitedHealthcare
Community & State manages health care benefit programs on behalf of state Medicaid and community programs and their
participants.

We have four reportable segments:

e  Optum Health;

e  Optum Insight;

e  Optum Rx; and

e  UnitedHealthcare, which includes UnitedHealthcare Employer & Individual, UnitedHealthcare Medicare & Retirement and
UnitedHealthcare Community & State.

Optum
Optum is an information and technology-enabled health services business serving the broad health care marketplace, including:

e  Those who need care: consumers who need the right care, information, resources, products and engagement to improve
their health, achieve their health goals and receive an improved patient experience that is personalized and holistic and
delivered in all care settings, including in-home and virtually.

e  Those who provide care: pharmacies, hospitals, physicians and other health care facilities seeking to improve the health
system and reduce the administrative burden allowing for providers to focus time on patients leading to the best possible
patient care and experiences while achieving better health outcomes at lower costs. Improved health outcomes are achieved
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by leveraging our clinical expertise, data and analytics to better predict, prevent and intercept consumers’ health conditions
and ensure they receive the best evidence-based care.

e Those who pay for care: employers; health plans; and state, federal and municipal agencies devoted to ensuring the people
they sponsor receive high-quality care, administered and delivered efficiently and effectively, all while driving health
equity so that every individual, family and community has access to the care they need.

e Those who innovate for care: global life sciences organizations dedicated to developing more effective approaches to care,
enabling technologies and medicines to improve care delivery and health outcomes.

Optum operates three business segments leveraging distinctive capabilities in health care delivery, population health, health care
operations, data and analytics and pharmacy care services:

e  Optum Health delivers care, care management, wellness and consumer engagement, and health financial services;
e  Optum Insight offers data, analytics, research, consulting, technology and managed services solutions; and

e  Optum Rx provides diversified pharmacy care services.

Optum Health

Optum Health provides comprehensive and patient-centered care, addressing the physical, mental, social, and financial well-
being of 102 million consumers and serves more than 100 health payer partners. We engage people in the most appropriate care
settings, including clinical sites, in-home and virtual. Optum Health delivers primary, multi-specialty, behavioral, surgical and
urgent care; helps patients and providers navigate and address complex, chronic and behavioral health needs; offers post-acute
care planning services; and serves consumers and care providers through advanced, on-demand digital health technologies, such
as telehealth and remote patient monitoring, and innovative health care financial services. Optum Health works directly with
consumers, care delivery systems, providers, employers, payers, and public-sector entities to provide high quality, accessible
and equitable care with improved health outcomes and reduced total cost of care.

Optum Health enables care providers to transition from traditional fee-for-service payment models to performance-based
delivery and payment models designed to improve patient health outcomes and experience through value-based care. Through
strategic partnerships, alliances and ownership arrangements, Optum Health helps care providers adopt new approaches and
technologies improving the coordination of care across providers to serve patients more comprehensively.

Optum Health offerings include fully accountable value-based arrangements, where Optum Health assumes responsibility for
health care costs in exchange for a monthly premium. Offerings also include administrative fee arrangements, where Optum
Health manages or administers products and services in exchange for a monthly fee, and fee-for-service arrangements, where
Optum Health delivers health-related products and medical services for patients at a contracted fee.

Optum Financial, including Optum Bank, serves consumers through nearly 20 million consumer accounts with nearly $20
billion in assets under management as of December 31, 2022. Organizations across the health system rely on Optum Financial
to manage and improve payment flows through its highly automated, scalable, end-to-end digital payment systems and
integrated card solutions. For financial services offerings, Optum Financial charges fees and earns investment income on
managed funds.

Optum Health sells its products primarily through its direct sales force, strategic collaborations and external producers in three

key areas: employers, including large, mid-sized and small employers; payers including health plans, third-party administrators
(TPAs), underwriter/stop-loss carriers and individual product intermediaries; and public entities including the U.S. Departments
of Health and Human Services (HHS), Veterans Affairs, Defense, and other federal, state and local health care agencies.
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Optum Insight

Optum Insight connects the health care system with services, analytics and platforms that make clinical, administrative and
financial processes simpler and more efficient for all participants in the health care system. Hospital systems, physicians, health
plans, public entities, life sciences companies and other organizations comprising the health care industry depend on Optum
Insight to help them improve performance and reduce costs through administrative efficiency and payment simplification,
advance care quality through evidence-based standards built directly into clinical workflows, meet compliance mandates and
modernize their core operating systems to meet the changing needs of the health system.

Health Systems. Serves hospitals, physicians and other care providers to improve operating performance, better coordinate care
and reduce administrative costs through technology and services to improve population health management, patient engagement,
revenue cycle management and strategic growth plans.

Health Plans. Serves health plans by improving financial performance and enhancing outcomes through proactive analytics, a
comprehensive payment integrity portfolio and technology-enabled and staff-supported risk and quality services. Optum Insight
helps health plans navigate a dynamic environment defined by shifts in employer vs. public-sector coverage, the demand for
affordable benefit plans and the need to leverage new technology to reduce complexity.

State Governments. Provides advanced technology and analytics services to modernize the administration of critical safety net
programs, such as Medicaid, while improving cost predictability.

Life Sciences Companies. Combines data and analytics expertise with comprehensive technologies and health care knowledge to
help life sciences companies, including those in pharmaceuticals and medical technology, adopt a more comprehensive
approach to advancing therapeutic discoveries and improving clinical outcomes.

Many of Optum Insight’s software and information products and professional services are delivered over extended periods,
often several years. Optum Insight maintains an order backlog to track unearned revenues under these long-term arrangements.
The backlog consists of estimated revenue from signed contracts, other legally binding agreements and anticipated contract
renewals based on historical experience with Optum Insight’s customers. Optum Insight’s aggregate backlog as of December 31,
2022 was approximately $30.0 billion, of which $16.8 billion is expected to be realized within the next 12 months. The
aggregate backlog includes $10.7 billion related to affiliated agreements. Optum Insight’s aggregate backlog as of December 31,
2021, was $22.4 billion, including $8.9 billion related to affiliated agreements.

Optum Insight’s products and services are sold primarily through a direct sales force. Optum Insight’s products are also
supported and distributed through an array of alliances and business partnerships with other technology vendors, who integrate
and interface Optum Insight’s products with their applications.

Optum Rx

Optum Rx provides a full spectrum of pharmacy care services through its network of more than 67,000 retail pharmacies,
through home delivery, specialty and community health pharmacies, the provision of in-home and community-based infusion
services and through rare disease and gene therapy support services. It also offers direct-to-consumer solutions.

Optum Rx manages a broad range of prescription drug spend, including widely available retail drugs as well as limited and
ultra-limited distribution drugs in oncology, HIV, pain management and ophthalmology. Optum Rx serves the growing
pharmacy needs of people with behavioral health and substance use disorders. In 2022, Optum Rx managed $124 billion in
pharmaceutical spending, including $52 billion in specialty pharmaceutical spending.

Optum Rx serves health benefits providers, large national employer plans, unions and trusts, purchasing coalitions and public-
sector entities. Optum Rx sells its services through direct sales, health insurance brokers and other health care consultants.
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Optum Rx offers multiple clinical programs, digital tools and services to help clients manage overall pharmacy and health care
costs in a clinically appropriate manner which are designed to deliver improved consumer experiences, better health outcomes
and a lower total cost of care. Optum Rx provides various utilization management, medication management, quality assurance,
adherence and counseling programs to complement each client’s plan design and clinical strategies. Optum Rx is accelerating
the integration of medical, pharmacy and behavioral care and treating the whole patient by embedding our pharmacists as key
members of the patient care team.

UnitedHealthcare

Through its health benefits offerings, UnitedHealthcare is enabling better health, creating a better health care experience for its
customers and helping to control rising health care costs. UnitedHealthcare’s market position is built on:

e  strong local-market relationships;

the breadth of product offerings, based upon extensive expertise in distinct market segments in health care;
e service and advanced technology, including digital consumer engagement;

e competitive medical and operating cost positions;

e effective clinical engagement; and

e innovation for customers and consumers.

UnitedHealthcare uses Optum’s capabilities to help coordinate and provide patient care, improve affordability of medical care,
analyze cost trends, manage pharmacy care services, work with care providers more effectively and create a simpler and more
satisfying consumer and physician experience.

In the United States, UnitedHealthcare arranges for discounted access to care through networks which, as of December 31,
2022, include 1.7 million physicians and other health care professionals and 6,400 hospitals and other facilities.

UnitedHealthcare is subject to extensive government regulation. See further discussion of our regulatory environment below
under “Government Regulation” and in Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and
Results of Operations.”

UnitedHealthcare Employer & Individual

Domestically, UnitedHealthcare Employer & Individual offers a comprehensive array of consumer-oriented health benefit plans
and services for large national employers, public sector employers, mid-sized employers, small businesses, and individuals. As
of December 31, 2022, UnitedHealthcare Employer & Individual provides access to medical services for 26.7 million people.
Globally, UnitedHealthcare Employer & Individual serves nearly 7.7 million people with medical and dental benefits, typically
in exchange for a monthly premium per member, residing principally in Brazil, Chile, Colombia and Peru, but also in more than
150 other countries. UnitedHealthcare Employer & Individual offers health care delivery in our principal global markets through
nearly 45 hospitals, and more than 200 outpatient and ambulatory clinics and surgery centers to UnitedHealthcare Employer &
Individual global members and consumers served by other payers.

Through its risk-based product offerings, UnitedHealthcare Employer & Individual assumes the risk of both medical and
administrative costs for its customers in return for a monthly premium which is typically a fixed rate per individual served for a
one-year period. Through its administrative and other management services arrangements to customers who elect to self-fund
the health care costs of their employees and employees’ dependents, UnitedHealthcare Employer & Individual receives a fixed
monthly service fee per individual served. These customers retain the risk of financing medical benefits for their employees and
employees’ dependents, while UnitedHealthcare Employer & Individual provides services such as coordination and facilitation
of medical and related services to customers, consumers and health care professionals, administration of transaction processing
and access to a contracted network of physicians, hospitals and other health care professionals, including dental and vision
professionals. UnitedHealthcare Employer & Individual is focused on providing informed benefit solutions that create

RFP Number: EVT0009267 Page 217 of 494 Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

customized plan designs and clinical programs for employers that contribute to well-being and reduce the total cost of care
along with providing simpler consumer experiences in response to market dynamics.

UnitedHealthcare Employer & Individual typically distributes its products through a variety of channels, dependent upon the
specific product, including: through consultants or direct sales, in collaboration with brokers and agents, through wholesale
agents or agencies who contract with health insurance carriers to distribute individual or group benefits, through professional
employer organizations and associations and through both multi-carrier and its own proprietary private exchange marketplaces.

UnitedHealthcare Employer & Individual’s major product families include consumer engagement products, such as high-
deductible consumer driven benefit plans and a variety of innovative consumer centric products; traditional products; clinical
and pharmacy products; and specialty benefits, such as vision, dental, hearing, accident protection, critical illness, disability and
hospital indemnity offerings.

UnitedHealthcare Medicare & Retirement

UnitedHealthcare Medicare & Retirement provides health and well-being services to individuals age 50 and older, addressing
their unique needs. UnitedHealthcare Medicare & Retirement has distinct benefit designs, pricing, underwriting, clinical
program management and marketing capabilities dedicated to health products and services in this market.

UnitedHealthcare Medicare & Retirement offers a selection of products allowing people choice in obtaining the health coverage
and services they need as their circumstances change. These offerings include care management and health system navigator
services, clinical management programs, nurse health line services, 24-hour access to health care information, access to
discounted health services from a network of care providers and administrative services.

UnitedHealthcare Medicare & Retirement has extensive distribution capabilities and experience, including direct marketing to
consumers on behalf of its key clients, including AARP, the nation’s largest membership organization dedicated to the needs of
people age 50 and over, and state and U.S. government agencies. Products are also offered through agents, employer groups and
digital channels.

Major product categories include:

Medicare Advantage. Provides health care coverage for seniors and other eligible Medicare beneficiaries through the Medicare
Advantage program administered by the Centers for Medicare & Medicaid Services (CMS), including Medicare Advantage
HMO plans, Preferred Provider Organization (PPO) plans, Point-of-Service plans, Private-Fee-for-Service plans and Special
Needs Plans (SNPs). Under the Medicare Advantage program, UnitedHealthcare Medicare & Retirement provides health
benefits coverage in exchange for a fixed monthly premium per member from CMS plus, in some cases, monthly consumer
premiums. Premium amounts received from CMS vary based on the geographic areas in which individuals reside; demographic
factors such as age, gender and institutionalized status; and the health status of the individual. UnitedHealthcare Medicare &
Retirement served 7.1 million people through its Medicare Advantage products as of December 31, 2022.

We have continued to enhance our offerings, focusing on more digital and physical care resources in the home, expanding our
concierge navigation services and enabling the home as a safe and effective setting of care. For example, through our
HouseCalls program, nurse practitioners performed nearly 2.3 million clinical preventive home care visits in 2022 to address
unmet care opportunities and close gaps in care.

Medicare Part D. Provides Medicare Part D benefits to beneficiaries through its Medicare Advantage and stand-alone Medicare
Part D plans. The stand-alone Medicare Part D plans address a large spectrum of people’s needs and preferences for their
prescription drug coverage, including low-cost prescription options. As of December 31, 2022, UnitedHealthcare enrolled 9.6
million people in the Medicare Part D programs, including 3.3 million individuals in stand-alone Medicare Part D plans, with
the remainder in Medicare Advantage plans incorporating Medicare Part D coverage.
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Medicare Supplement. Provides a full range of supplemental products at diverse price points. These products cover various
levels of coinsurance and deductible gaps to which seniors are exposed in the traditional Medicare program. UnitedHealthcare
Medicare & Retirement served 4.4 million seniors nationwide through various Medicare Supplement products in association
with AARP as of December 31, 2022.

Premium revenues from CMS represented 38% of UnitedHealth Group’s total consolidated revenues for the year ended
December 31, 2022, most of which were generated by UnitedHealthcare Medicare & Retirement.

UnitedHealthcare Community & State

UnitedHealthcare Community & State is dedicated to serving state programs caring for the economically disadvantaged, the
medically underserved and those without the benefit of employer-funded health care coverage, typically in exchange for a
monthly premium per member from the state program. UnitedHealthcare Community & State’s primary customers oversee
Medicaid plans, including Temporary Assistance to Needy Families; Children’s Health Insurance Programs (CHIP); Dual SNPs
(DSNPs); Long-Term Services and Supports (LTSS); Aged, Blind and Disabled; and other federal, state and community health
care programs. As of December 31, 2022, UnitedHealthcare Community & State participated in programs in 35 states and the
District of Columbia, and served 8.2 million people; including 1.5 million people through Medicaid expansion programs in 19
states under the Patient Protection and Affordable Care Act (ACA).

States using managed care services for Medicaid beneficiaries select health plans by using a formal bid process or by awarding
individual contracts. These health plans and care programs are designed to address the complex needs of the populations they
serve, including the chronically ill, people with disabilities and people with a higher risk of medical, behavioral and social
conditions. UnitedHealthcare Community & State administers benefits for the unique needs of children, pregnant women,
adults, seniors and those who are institutionalized or are nursing home eligible. These individuals often live in medically
underserved areas and are less likely to have a consistent relationship with the medical community or a care provider. They also
often face significant social and economic challenges.

GOVERNMENT REGULATION

Our businesses are subject to comprehensive U.S. federal and state and international laws and regulations. We are regulated by
agencies which generally have discretion to issue regulations and interpret and enforce laws and rules. U.S. federal and state and
international governments continue to consider and enact various legislative and regulatory proposals which could materially
impact certain aspects of the health care system. New laws, regulations and rules, or changes in the interpretation of existing
laws, regulations and rules, including as a result of changes in the political environment, could adversely affect our businesses.

See Part I, Item 1A, “Risk Factors” for a discussion of the risks related to our compliance with U.S. federal and state and
international laws and regulations.

U.S. Federal Laws and Regulation

When we contract with the federal government, we are subject to federal laws and regulations relating to the award,
administration and performance of U.S. government contracts. CMS regulates our UnitedHealthcare businesses and certain
aspects of our Optum businesses. Payments by CMS to our businesses are subject to regulations, including those governing fee-
for-service and the submission of information relating to the health status of enrollees for purposes of determining the amounts
of certain payments to us. CMS also has the right to audit our performance to determine our compliance with CMS contracts
and regulations and the quality of care we provide to Medicare beneficiaries. Our commercial business is further subject to
CMS audits related to medical loss ratios (MLRs) and risk adjustment data.

UnitedHealthcare Community & State has Medicaid and CHIP contracts, which are subject to federal regulations regarding
services to be provided to Medicaid enrollees, payment for those services and other aspects of these programs. There are many
regulations affecting Medicare and Medicaid compliance, and the regulatory environment with respect to these programs is
complex.
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Our businesses are also subject to laws and regulations relating to consumer protection, anti-fraud and abuse, anti-kickbacks,
false claims, prohibited referrals, inappropriate reduction or limitation of health care services, anti-money laundering, securities
and antitrust compliance.

Privacy, Security and Data Standards Regulation. Certain of our operations are subject to regulation under the administrative
simplification provisions of the Health Insurance Portability and Accountability Act of 1996, as amended (HIPAA), which apply
to both the group and individual health insurance markets, including self-funded employee benefit plans. Federal regulations
related to HIPAA contain minimum standards for electronic transactions and code sets and for the privacy and security of
protected health information.

Our businesses must comply with the Health Information Technology for Economic and Clinical Health Act (HITECH) which
regulates matters relating to privacy, security and data standards. HITECH imposes requirements on uses and disclosures of
health information; includes contracting requirements for HIPAA business associate agreements; extends parts of HIPAA
privacy and security provisions to business associates; adds federal data breach notification requirements for covered entities
and business associates and reporting requirements to HHS and the Federal Trade Commission (FTC) and, in some cases, to the
local media; strengthens enforcement and imposes higher financial penalties for HIPAA violations and, in certain cases, imposes
criminal penalties for individuals, including employees. In the conduct of our business, depending on the circumstances, we may
act as either a covered entity or a business associate.

The use and disclosure of individually identifiable health data by our businesses are also regulated in some instances by other
federal laws, including the Gramm-Leach-Bliley Act (GLBA) or state statutes implementing GLBA. These federal laws and
state statutes generally require insurers to provide customers with notice regarding how their non-public personal health and
financial information is used and the opportunity to “opt out” of certain disclosures before the insurer shares such information
with a third party, and generally prescribe safeguards for the protection of personal information. Neither the GLBA nor HIPAA
privacy regulations preempt more stringent state laws and regulations, which may apply to us, as discussed below. Federal
consumer protection laws may also apply in some instances to privacy and security practices related to personally identifiable
information.

ERISA. The Employee Retirement Income Security Act of 1974, as amended (ERISA), regulates how our services are provided
to or through certain types of employer-sponsored health benefit plans. ERISA is a set of laws and regulations subject to
interpretation by the U.S. Department of Labor (DOL) as well as the federal courts. ERISA sets forth standards on how our
business units may do business with employers who sponsor employee health benefit plans, particularly those who maintain
self-funded plans. Regulations established by the DOL subject us to additional requirements for administration of benefits,
claims payment and member appeals under health care plans governed by ERISA.

State Laws and Regulation

Health Care Regulation. Our insurance and HMO subsidiaries must be licensed by the jurisdictions in which they conduct
business. All of the states in which our subsidiaries offer insurance and HMO products regulate those products and operations.
The states require periodic financial reports and establish minimum capital or restricted cash reserve requirements. The National
Association of Insurance Commissioners (NAIC) has adopted model regulations, which require expanded governance practices
and risk and solvency assessment reporting. Most states have adopted these or similar measures to expand the scope of
regulations relating to corporate governance and internal control activities of HMOs and insurance companies. We are required
to maintain a risk management framework and file a confidential self-assessment report with state insurance regulators. We file
reports annually with Connecticut, our lead regulator, and with New York, as required by the state’s regulation.

Our health plans and insurance companies are regulated under state insurance holding company regulations. Such regulations
generally require registration with applicable state departments of insurance and the filing of reports describing capital structure,
ownership, financial condition, certain affiliated transactions and general business operations. Most state insurance holding
company laws and regulations require prior regulatory approval of acquisitions and material affiliated transfers of assets, as well
as transactions between the regulated companies and their parent holding companies or affiliates. These laws may restrict the
ability of our regulated subsidiaries to pay dividends to our holding companies.
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Some of our business activity is subject to other health care-related regulations and requirements, including PPO, Managed Care
Organization (MCO), utilization review (UR), TPA, pharmacy care services, durable medical equipment or care provider-related
regulations and licensure requirements. These regulations differ from state to state and may contain network, contracting,
product and rate, licensing and financial and reporting requirements. Health care-related laws and regulations set specific
standards for delivery of services, appeals, grievances and payment of claims, adequacy of health care professional networks,
fraud prevention, protection of consumer health information, pricing and underwriting practices and covered benefits and
services. State health care anti-fraud and abuse prohibitions encompass a wide range of activities, including kickbacks for
referral of members, billing for unnecessary medical services and improper marketing. Certain of our businesses are subject to
state general agent, broker and sales distribution laws and regulations. UnitedHealthcare Community & State and certain of our
Optum businesses are subject to regulation by state Medicaid agencies which oversee the provision of benefits to our Medicaid
and CHIP beneficiaries and to our beneficiaries dually eligible for Medicare and Medicaid. We also contract with state
governmental entities and are subject to state laws and regulations relating to the award, administration and performance of state
government contracts.

State Privacy and Security Regulations. A number of states have adopted laws and regulations which may affect our privacy
and security practices, such as state laws governing the use, disclosure and protection of social security numbers and protected
health information or which are designed to implement GLBA or protect credit card account data. State and local authorities
increasingly focus on the importance of protecting individuals from identity theft, with a significant number of states enacting
laws requiring businesses to meet minimum cyber-security standards and notify individuals of security breaches involving
personal information. State consumer protection laws may also apply to privacy and security practices related to personally
identifiable information, including information related to consumers and care providers. Different approaches to state privacy
and insurance regulation and varying enforcement philosophies may materially and adversely affect our ability to standardize
our products and services across state lines. See Part I, Item 1A, “Risk Factors” for a discussion of the risks related to
compliance with state privacy and security regulations.

Corporate Practice of Medicine and Fee-Splitting Laws. Certain of our businesses function as direct medical service providers
and, as such, are subject to additional laws and regulations. Some states have corporate practice of medicine laws prohibiting
specific types of entities from practicing medicine or employing physicians to practice medicine. Moreover, some states prohibit
certain entities from engaging in fee-splitting practices, which involve sharing in the fees or revenues of a professional practice.
These prohibitions may be statutory or regulatory, or may be imposed through judicial or regulatory interpretation. The laws,
regulations and interpretations in certain states have been subject to limited judicial and regulatory interpretation and are subject
to change.

Pharmacy and Pharmacy Benefits Management (PBM) Regulations

Optum Rx’s businesses include home delivery, specialty and compounding pharmacies, as well as clinic-based pharmacies
which must be licensed as pharmacies in the states in which they are located. Certain of our pharmacies must also register with
the U.S. Drug Enforcement Administration (DEA) and individual state controlled substance authorities to dispense controlled
substances. In addition to adhering to the laws and regulations in the states where our pharmacies are located, we also are
required to comply with laws and regulations in some non-resident states where we deliver pharmaceuticals, including those
requiring us to register with the board of pharmacy in the non-resident state. These non-resident states generally expect our
pharmacies to follow the laws of the state in which the pharmacies are located, but some non-resident states also require us to
comply with their laws where pharmaceuticals are delivered. Additionally, certain of our pharmacies which participate in
programs for Medicare and state Medicaid providers are required to comply with applicable Medicare and Medicaid provider
rules and regulations. Other laws and regulations affecting our pharmacies include federal and state statutes and regulations
governing the labeling, packaging, advertising and adulteration of prescription drugs and dispensing of controlled substances.
See Part I, Item 1A, “Risk Factors” for a discussion of the risks related to our pharmacy care services businesses.

Federal and state legislation regulating PBM activities affects both our ability to limit access to a pharmacy provider network or
remove network providers. Additionally, many states limit our ability to manage and establish maximum allowable costs for
generic prescription drugs. With respect to formulary services, a number of government entities, including CMS, HHS and state
departments of insurance, regulate the administration of prescription drug benefits offered through federal or state exchanges.
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Many states also regulate the scope of prescription drug coverage, as well as the delivery channels to receive such prescriptions,
for insurers, MCOs and Medicaid managed care plans. These regulations could limit or preclude (i) certain plan designs, (ii)
limited networks, (iii) use of particular care providers or distribution channels, (iv) copayment differentials among providers and
(v) formulary tiering practices.

Legislation seeking to regulate PBM activities introduced or enacted at the federal or state level could impact our business
practices with others in the pharmacy supply chain, including pharmaceutical manufacturers and network providers. In addition,
organizations like the NAIC periodically issue model regulations while credentialing organizations, like the National Committee
for Quality Assurance (NCQA) and the Utilization Review Accreditation Commission (URAC), may establish standards
impacting PBM pharmacy activities. Although these model regulations and standards do not have the force of law, they may
influence states to adopt their recommendations and impact the services we deliver to our clients.

Consumer Protection Laws

Certain of our businesses participate in direct-to-consumer activities and are subject to regulations applicable to online
communications and other general consumer protection laws and regulations such as the Federal Tort Claims Act, the Federal
Postal Service Act and the FTC’s Telemarketing Sales Rule. Most states also have similar consumer protection laws.

Certain laws, such as the Telephone Consumer Protection Act, give the FTC, the Federal Communications Commission (FCC)
and state attorneys general the ability to regulate, and bring enforcement actions relating to, telemarketing practices and certain
automated outbound contacts such as phone calls, texts or emails. Under certain circumstances, these laws may provide
consumers with a private right of action. Violations of these laws could result in substantial statutory penalties and other
sanctions.

Banking Regulation

Optum Bank is subject to regulation by federal banking regulators, including the Federal Deposit Insurance Corporation (FDIC),
which performs annual examinations to ensure the bank is operating in accordance with federal safety and soundness
requirements, and the Consumer Financial Protection Bureau, which may perform periodic examinations to ensure the bank is in
compliance with applicable consumer protection statutes, regulations and agency guidelines. Optum Bank is also subject to
supervision and regulation by the Utah State Department of Financial Institutions, which carries out annual examinations to
ensure the bank is operating in accordance with state safety and soundness requirements and performs periodic examinations of
the bank’s compliance with applicable state banking statutes, regulations and agency guidelines. In the event of unfavorable
examination results from any of these agencies, the bank could become subject to increased operational expenses and capital
requirements, enhanced governmental oversight and monetary penalties.

Non-U.S. Regulation

Certain of our businesses operate internationally and are subject to regulation in the jurisdictions in which they are organized or
conduct business. These regulatory regimes vary from jurisdiction to jurisdiction. In addition, our non-U.S. businesses and
operations are subject to U.S. laws regulating the conduct and activities of U.S.-based businesses operating abroad, such as the
Foreign Corrupt Practices Act (FCPA), which prohibits offering, promising, providing or authorizing others to give anything of
value to a foreign government official to obtain or retain business or otherwise secure a business advantage.

COMPETITION

As a diversified health care company, we operate in highly competitive markets across the full expanse of health care benefits
and services. Our competitors include organizations ranging from startups to highly sophisticated Fortune 50 global enterprises,
for-profit and non-profit companies, and private and government-sponsored entities. New entrants to our markets and business
combinations among our competitors and suppliers also contribute to a dynamic and competitive environment. We compete
fundamentally on the quality and value we provide to those we serve which can include elements such as product and service
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innovation; use of technology; consumer and provider engagement and satisfaction; and sales, marketing and pricing. See Part I,
Item 1A, “Risk Factors” for additional discussion of our risks related to competition.

INTELLECTUAL PROPERTY RIGHTS

We have obtained trademark registration for the UnitedHealth Group, Optum and UnitedHealthcare names and logos. We own
registrations for certain of our other trademarks in the United States and abroad. We hold a portfolio of patents and have patent
applications pending from time to time. We are not substantially dependent on any single patent or group of related patents.

Unless otherwise noted, trademarks appearing in this report are trademarks owned by us. We disclaim any proprietary interest in
the marks and names of others.

HUMAN CAPITAL RESOURCES

Our nearly 400,000 employees, as of December 31, 2022, including more than 140,000 clinical professionals, are guided by our
mission to help people live healthier lives and help make the health system work better for everyone. Our mission and cultural
values of integrity, compassion, relationships, innovation and performance align with our long-term business strategy to increase
access to care, make care more affordable, enhance the care experience, improve health outcomes and advance health equity.
Our mission and values attract individuals who are determined to make a difference—individuals whose talent, innovation,
engagement and empowerment are critical in our ability to achieve our mission. Similar to other businesses, in 2022 we
experienced moderately higher levels of employment attrition, but due to increased recruiting capacity, upgraded digital
capabilities and continued investment in our workforce, we continue to be able to meet the needs of those we serve.

We are committed to developing our people and culture by creating an inclusive environment where people of diverse
backgrounds, experiences and perspectives make us better. Our approach is data-driven and leader led and uses enterprise and
business scorecards to ensure our leaders are accountable for a consistent focus on hiring, developing, advancing and retaining
diverse talent. We have embedded inclusion and diversity throughout our culture, including in our talent acquisition and talent
management practices; leadership development; careers; learning and skills; and systems and processes. We strive to maintain a
sustainable and diverse talent pipeline by building strong strategic partnerships and outreach through early career programs,
internships and apprenticeships. We support career coaching, mentorship and accelerated leadership development programs to
ensure mobility and advancement for our diverse talent. To foster an engaged workforce and an inclusive culture, we invest in a
broad array of learning and culture development programs. We rely on a shared leadership framework, which clearly and
objectively defines our expectations, enables an environment where everyone has the opportunity to learn and grow, and helps
us identify, develop and deploy talent to help achieve our mission.

We prioritize pay equity by regularly evaluating and reviewing our compensation practices by gender, ethnicity and race.
Receiving on-going feedback from our team members is another way to strengthen and reinforce a culture of inclusion. Our
Employee Experience Index measures an employee’s sense of commitment and belonging to our company and is a metric in the
Stewardship section of our annual incentive plan. Our Sustainability Report, which can be accessed on our website at
www.unitedhealthgroup.com, provides further information about our people and culture.
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INFORMATION ABOUT OUR EXECUTIVE OFFICERS

The following sets forth certain information regarding our executive officers as of February 24, 2023, including the business
experience of each executive officer during the past five years:

Name Age Position

Andrew Wity .......oooiiiiiiiiiiii, 58  Chief Executive Officer

Dirk McMahon...........c.ooooiiiiiiiii. 63  President and Chief Operating Officer

John RexX .....ooooviiiiii 61 Executive Vice President and Chief Financial Officer

Rupert Bondy........ooooviiiiiiiiii 61  Executive Vice President, Chief Legal Officer and Corporate Secretary
Erin McSweeney.........ocoeveviiiiiiiiiiininn. 58  Executive Vice President and Chief People Officer

Thomas ROOS.........ccooeiiiiiiiii, 50  Senior Vice President and Chief Accounting Officer

Brian Thompson ..., 48  Chief Executive Officer of UnitedHealthcare

Our Board of Directors elects executive officers annually. Our executive officers serve until their successors are duly elected
and qualified, or until their earlier death, resignation, removal or disqualification.

Andrew Witty has served as Chief Executive Officer and a member of the Board of Directors of UnitedHealth Group since
February 2021. Previously, Andrew served as Chief Executive Officer of Optum from July 2018 to April 2021, President of
UnitedHealth Group from November 2019 to February 2021 and as a UnitedHealth Group director from August 2017 to March
2018. Prior to joining UnitedHealth Group, he was Chief Executive Officer and a board member of GlaxoSmithKline, a global
pharmaceutical company, from 2008 to 2017.

Dirk McMahon has served as President and Chief Operating Officer of UnitedHealth Group since February 2021. He previously
served as Chief Executive Officer of UnitedHealthcare June 2019 to April 2021, President and Chief Operating Officer of
Optum from April 2017 to June 2019 and Executive Vice President, Operations at UnitedHealth Group from November 2014 to
April 2017. Dirk also served as Chief Executive Officer of Optum Rx from November 2011 to November 2014. Prior to 2011,
he held various positions in UnitedHealthcare in operations, technology and finance.

John Rex has served as Executive Vice President and Chief Financial Officer of UnitedHealth Group since June 2016. From
March 2012 to June 2016, he served as Executive Vice President and Chief Financial Officer of Optum. Prior to joining Optum
in 2012, John was a Managing Director at JP Morgan, a global financial services firm.

Rupert Bondy has served as Executive Vice President and Chief Legal Officer of UnitedHealth Group since March 2022 and
additionally as Corporate Secretary since April 2022. Prior to joining UnitedHealth Group, Rupert served as Senior Vice
President, General Counsel and Corporate Secretary at Reckitt Benckiser Group, a consumer goods group focused on hygiene,
health and nutrition products, from January 2017 to February 2022. Prior to joining Reckitt Benckieser Group, he served as
Group General Counsel of BP plc, an international energy company, and, among his prior positions, as Senior Vice President
and General Counsel of GlaxoSmithKline, a global pharmaceutical company.

Erin McSweeney has served as Executive Vice President and Chief People Officer of UnitedHealth Group since March 2022.
From February 2021 to March 2022, Erin served as chief of staff to UnitedHealth Group’s Office of the Chief Executive. From
January 2017 to February 2021, she served as Executive Vice President and Chief Human Resources Officer at Optum. Prior to
joining UnitedHealth Group, Erin was Executive Vice President and Chief Human Resources Officer for EMC Corporation, an
international technology company.

Tom Roos has served as Senior Vice President and Chief Accounting Officer of UnitedHealth Group since August 2015. Prior to
joining UnitedHealth Group, Tom was a Partner at Deloitte & Touche LLP, an independent registered public accounting firm.

Brian Thompson has served as Chief Executive Officer of UnitedHealthcare since April 2021. Prior to this role, he served as
Chief Executive Officer of UnitedHealthcare’s government programs including Medicare & Retirement and Community & State
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from July 2019 to April 2021; as Chief Executive Officer of Medicare & Retirement from April 2017 to July 2019; and as Chief
Financial Officer of UnitedHealthcare’s Employer & Individual and Medicare & Retirement businesses from August 2010 to
April 2017.

Additional Information

Our executive offices are located at UnitedHealth Group Center, 9900 Bren Road East, Minnetonka, Minnesota 55343; our
telephone number is (952) 936-1300.

You can access our website at www.unitedhealthgroup.com to learn more about our company. We make periodic and current
reports and amendments available, free of charge, on our website, as soon as reasonably practicable after we file or furnish these
reports to the Securities and Exchange Commission (SEC). Information on or linked to our website is neither part of nor
incorporated by reference into this Annual Report on Form 10-K or any other SEC filings.

ITEM 1A. RISK FACTORS
CAUTIONARY STATEMENTS

The statements, estimates, projections or outlook contained in this Annual Report on Form 10-K include forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995 (PSLRA). When used in this Annual
Report on Form 10-K and in future filings by us with the SEC, in our news releases, presentations to securities analysts or
investors, and in oral statements made by or with the approval of one of our executive officers, the words “believe,” “expect,”
“intend,” “estimate,” “anticipate,” “forecast,” “outlook,” “plan,” “project,” “should” or similar words or phrases are intended to
identify such forward-looking statements. These statements are intended to take advantage of the “safe harbor” provisions of the
PSLRA. These forward-looking statements involve risks and uncertainties which may cause our actual results to differ
materially from the expectations expressed or implied in the forward-looking statements. Any forward-looking statement in this
report speaks only as of the date of this report and, except as required by law, we undertake no obligation to update any
forward-looking statement to reflect events or circumstances, including unanticipated events, after the date of this report.

9 < ELINT3 99 <

The following discussion contains cautionary statements regarding our business, which investors and others should consider. We
do not undertake to address in future filings or communications regarding our business or results of operations how any of these
factors may have caused our results to differ from discussions or information contained in previous filings or communications.
In addition, any of the matters discussed below may have affected past, as well as current, forward-looking statements about
future results. Any or all forward-looking statements in this Annual Report on Form 10-K and in any other SEC filings or public
statements we make may turn out to be wrong. Our forward-looking statements can be affected by inaccurate assumptions we
might make or by known or unknown risks and uncertainties. Many factors discussed below will be important in determining
our future results. By their nature, forward-looking statements are not guarantees of future performance or results and are
subject to risks, uncertainties and assumptions which are difficult to predict or quantify.

Risks Related to Our Business and Our Industry

If we fail to estimate, price for and manage our medical costs or set benefit designs in an effective manner, the
profitability of our risk-based products and services could decline and could materially and adversely affect our results
of operations, financial position and cash flows.

Through our risk-based benefit products, we assume the risk of both medical and administrative costs for our customers in
return for monthly premiums. We generally use approximately 80% to 85% of our premium revenues to pay the costs of health
care services delivered to these customers. The profitability of our products depends in large part on our ability to predict, price
for and effectively manage medical costs. Our Optum Health business also enters into fully accountable value-based
arrangements with payers. Premium revenues from risk-based products comprise nearly 80% of our total consolidated revenues.
If we fail to predict accurately, or effectively price for or manage, the costs of providing care under risk-based arrangements,
our results of operations could be materially and adversely affected.
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We manage medical costs through underwriting criteria, product design, negotiation of competitive provider contracts and care
management programs. Total medical costs are affected by the number of individual services rendered, the cost of each service
and the type of service rendered. Our premium revenue on commercial policies and Medicaid contracts is typically based on a
fixed monthly rate per individual or family served for a 12-month period and is generally priced one to six months before the
contract commences. Our revenue on certain Medicare policies is based on bids submitted to CMS in June of the year before the
contract year. Our premium revenue on fully accountable value-based care products at Optum Health is typically based on a
fixed monthly rate per individual served. Although we base the commercial, Medicaid and value-based premiums we charge and
our Medicare bids on our estimates of future medical costs over the fixed contract period, many factors may cause actual costs
to exceed those estimated and reflected in premiums or bids. These factors may include medical cost inflation, increased use of
services, increased cost of individual services, costs to deliver care, large-scale medical emergencies, the potential effects of
climate change, pandemics, the introduction of new or costly drugs, treatments and technology, new treatment guidelines, newly
mandated benefits or other regulatory changes and insured population characteristics. For Optum Health’s fully accountable
value-based care, our inability to provide higher-quality outcomes and better experiences at lower costs or our inability to
integrate our care delivery models could impact our results of operations, financial positions and cash flows. Relatively small
differences between predicted and actual medical costs or utilization rates as a percentage of revenues can result in significant
changes in our financial results.

In addition, the financial results we report for any particular period include estimates of costs incurred for which claims are still
outstanding. These estimates involve an extensive degree of judgment. If these estimates prove inaccurate, our results of
operations could be materially and adversely affected.

If we fail to maintain properly the integrity or availability of our data or successfully consolidate, integrate, upgrade or
expand our existing information systems, or if our technology products do not operate as intended, our business could be
materially and adversely affected.

Our business depends on the integrity and timeliness of the data we use to serve our members, customers and health care
professionals and to operate our business. If the data we rely upon to run our businesses is found to be inaccurate or unreliable
or if we fail to maintain or protect our information systems and data integrity effectively, we could experience failures in our
health, wellness and information technology products; lose existing customers; have difficulty attracting new customers;
experience problems in determining medical cost estimates and establishing appropriate pricing; have difficulty preventing,
detecting and controlling fraud; have disputes with customers, physicians and other health care professionals; become subject to
regulatory sanctions, penalties, investigations or audits; incur increases in operating expenses; or suffer other adverse
consequences.

The volume of health care data generated, and the uses of data, including electronic health records, are rapidly expanding. Our
ability to implement new and innovative services, automate and deploy new technologies to simplify administrative processes
and clinical decision making, price our products and services adequately, provide effective service to our customers and
consumers in an efficient and uninterrupted fashion, provide timely payments to care providers, and report accurately our results
of operations depends on the integrity of the data in our information systems. In addition, connectivity among technologies is
becoming increasingly important and recent trends toward greater consumer engagement in health care require new and
enhanced technologies, including more sophisticated applications for mobile devices. Our information systems require an
ongoing commitment of significant resources to maintain, protect and enhance existing systems and develop new systems to
keep pace with continuing changes in information processing technology, evolving systems and regulatory standards and
changing customer preferences.

We periodically consolidate, integrate, upgrade and expand our information systems’ capabilities as a result of technology
initiatives, recently enacted regulations, changes in our system platforms and integration of new business acquisitions. Our
process of consolidating the number of systems we operate, upgrading and expanding our information systems’ capabilities,
enhancing our systems and developing new systems to keep pace with continuing changes in information processing technology
may not be successful. Failure to protect, consolidate and integrate our systems successfully could result in higher than expected
costs and diversion of management’s time and energy, which could materially and adversely affect our results of operations,
financial position and cash flows.
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Certain of our businesses sell and install software products which may contain unexpected design defects or may encounter
unexpected complications during installation or when used with other technologies utilized by the customer. A failure of our
technology products to operate as intended and in a seamless fashion with other products could materially and adversely affect
our results of operations, financial position and cash flows.

Uncertain and rapidly evolving U.S. federal and state, non-U.S. and international laws and regulations related to health data and
the health information technology market may alter the competitive landscape or present compliance challenges and could
materially and adversely affect the configuration of our information systems and platforms, and our ability to compete in this
market.

If we or third parties we rely on sustain cyber-attacks or other privacy or data security incidents resulting in security
breaches disrupting our operations or resulting in the unintended dissemination of protected personal information or
proprietary or confidential information, we could suffer a loss of revenue and increased costs, exposure to significant
liability, reputational harm and other serious negative consequences.

We routinely process, store and transmit large amounts of data in our operations, including protected personal information
subject to privacy, security or data breach notification laws, as well as proprietary or confidential information relating to our
business or third parties. Some of the data we process, store and transmit may be outside of the United States due to our
information technology systems and international business operations. We are regularly the target of attempted cyber-attacks
and other security threats and may be subject to breaches of the information technology systems we use. We have programs in
place to detect, contain and respond to data security incidents and provide employee awareness training regarding phishing,
malware and other cyber risks to protect against cyber risks and security breaches. However, because the techniques used to
obtain unauthorized access, disable or degrade service, or sabotage systems change frequently and are increasing in
sophistication, we may be unable to anticipate these techniques, detect breaches for long periods of time or implement adequate
preventive measures. Experienced computer programmers and hackers may be able to penetrate our security controls and access,
misappropriate or otherwise compromise protected personal information or proprietary or confidential information or that of
third parties, create system disruptions or cause system shutdowns, negatively affecting our operations. They also may be able to
develop and deploy viruses, worms and other malicious software programs attacking our systems or otherwise exploit any
security vulnerabilities. Hardware, software, or applications we develop or procure from third parties may contain defects in
design or manufacture or other problems which could unexpectedly compromise information security. Our facilities and services
may also be vulnerable to security incidents or security attacks; acts of vandalism or theft; coordinated attacks by activist
entities; financial fraud schemes; misplaced or lost data; human error; malicious social engineering; or other events which could
negatively affect our systems, our customers’ data, proprietary or confidential information relating to our business or third
parties, or our operations. Moreover, there has been an increase in new financial fraud schemes and ransomware attacks on large
companies, whereby cybercriminals install malicious software preventing users or the enterprise from accessing computer files,
systems or networks and demand payment of a ransom for return of access. In addition, there may be a heightened vulnerability
due to the lack of physical supervision and on-site infrastructure for remote workforce operations. In certain circumstances we
may rely on third-party vendors to process, store and transmit large amounts of data for our business whose operations are
subject to similar risks.

The costs to eliminate or address the foregoing security threats and vulnerabilities before or after a cyber-incident could be
material. We have business continuation and resiliency plans which are maintained, updated and tested regularly in an effort to
ensure successful containment and remediation of potential disruptions or cyber events. In the event that our remediation efforts
may not be successful, it could result in interruptions, delays, or cessation of service and loss of existing or potential customers.
In addition, breaches of our security measures and the unauthorized dissemination of sensitive personal information, proprietary
information or confidential information about us or our customers or other third parties, could expose our customers’ private
information and our customers to the risk of financial or medical identity theft, or expose us or other third parties to a risk of
loss or misuse of this information, result in litigation and liability, including regulatory penalties, for us, damage our brand and
reputation, or otherwise harm our business.
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If we fail to compete effectively to maintain or increase our market share, including maintaining or increasing
enrollments in businesses providing health benefits, our results of operations, financial position and cash flows could be
materially and adversely affected.

Our businesses face significant competition in all of the geographic markets in which we operate. In particular geographies or
product segments, our competitors, compared to us, may have greater capabilities, resources or market share; a more established
reputation; superior supplier or health care professional arrangements; better existing business relationships; lower profit margin
or financial return expectations; or other factors which give such competitors a competitive advantage. Our competitive position
may also be adversely affected by significant merger and acquisition activity in the industries in which we operate, both among
our competitors and suppliers. Consolidation may make it more difficult for us to retain or increase our customer base, improve
the terms on which we do business with our suppliers, or maintain or increase profitability.

In addition, our success in the health care marketplace depends on our ability to develop and deliver innovative and potentially
disruptive products and services to satisfy evolving market demands. If we do not continue to innovate and provide products and
services, which are useful and relevant to health care payers, consumers and our customers, we may not remain competitive and
risk losing market share to existing competitors and disruptive new market entrants. For example, new direct-to-consumer
business models from competing businesses may make it more difficult for us to directly engage consumers in the selection and
management of their health care benefits and health care usage. We may face challenges from new technologies and market
entrants which could affect our existing relationship with health plan enrollees in these areas. Any failure by us to continue to
develop innovative care models, including accelerating the transition of care to value-based models achieving higher quality
outcomes and better experiences at lower costs and expanding access to virtual and in-home care, could result in competitive
disadvantages and loss of market share. Additionally, our competitive position could be adversely affected by a failure to
develop satisfactory data and analytics capabilities or provide services focused on these capabilities to our clients. Our business,
results of operations, financial position and cash flows also could be materially and adversely affected if we do not compete
effectively in our markets, if we set rates too high or too low in highly competitive markets, if we do not design and price our
products properly and competitively, if we are unable to innovate and deliver products and services demonstrating value to our
customers, if we do not provide a satisfactory level of services, if membership or demand for other services does not increase as
we expect or declines, or if we lose accounts with more profitable products while retaining or increasing membership in
accounts with less profitable products. The expected resumption of Medicaid redeterminations may also impact our ability to
maintain market share if we are unable to retain or add new consumers to other benefit offerings.

If we fail to develop and maintain satisfactory relationships with health care payers, physicians, hospitals and other
service providers, our business could be materially and adversely affected.

We depend substantially on our continued ability to contract with health care payers (as a service provider to those payers), as
well as physicians, hospitals, pharmaceutical benefit service providers, pharmaceutical manufacturers and other service
providers at competitive prices. If we fail to develop and maintain satisfactory relationships with health care providers, whether
in-network or out-of-network, it could materially and adversely affect our business, results of operations, financial position and
cash flows. In addition, certain activities related to network design, provider participation in networks and provider payments
could result in disputes, which may be costly, divert management’s attention from our operations and result in negative
publicity.

In any particular market, physicians and health care providers could refuse to contract with us, demand higher payments, or take
other actions which could result in higher medical costs, less desirable products for customers or difficulty meeting regulatory
or accreditation requirements. In some markets, certain health care providers, particularly hospitals, physician and hospital
organizations or multi-specialty physician groups, may have significant market positions or near monopolies which could
diminish our bargaining power. In addition, Accountable Care Organizations (ACOs); physician group management services
organizations (which aggregate physician practices for administrative efficiency); and other organizational structures adopted by
physicians, hospitals and other care providers may change the way in which these providers do business with us and may
change the competitive landscape. Such organizations or groups of physicians may compete directly with us, which could
adversely affect our business, and our results of operations, financial position and cash flows by impacting our relationships
with these providers or affecting the way we price our products and estimate our costs, which might require us to incur costs to
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change our operations. In addition, if these providers refuse to contract with us, use their market position to negotiate favorable
contracts or place us at a competitive disadvantage, our ability to market products or to be profitable in those areas could be
materially and adversely affected.

Our health care benefits businesses have risk-based arrangements with some physicians, hospitals and other health care
providers. These arrangements limit our exposure to the risk of increasing medical costs, but expose us to risk related to the
adequacy of the financial and medical care resources of the health care provider. To the extent a risk-based health care provider
organization faces financial difficulties or otherwise is unable to perform its obligations under the arrangement, we may be held
responsible for unpaid health care claims which should have been the responsibility of the health care provider and for which
we have already paid the provider. Further, payment or other disputes between a primary care provider and specialists with
whom the primary care provider contracts could result in a disruption in the provision of services to our members or a reduction
in the services available to our members. Health care providers with which we contract may not properly manage the costs of
services, maintain financial solvency or avoid disputes with other providers. Any of these events could have a material adverse
effect on the provision of services to our members and our operations.

Some providers that render services to our members do not have contracts with us. In some instances, those providers may
dispute the payment for these services and may institute litigation or arbitration.

The success of some of our businesses, including Optum Health and UnitedHealthcare Employer & Individual’s international
operations, depends on maintaining satisfactory relationships with physicians as our employees, independent contractors or joint
venture partners. The physicians who practice medicine or contract with our affiliated physician organizations could terminate
their provider contracts or otherwise become unable or unwilling to continue practicing medicine or contracting with us. We
face and will likely continue to face heightened competition to acquire or manage physician practices or to employ or contract
with individual physicians. If we are unable to maintain or grow satisfactory relationships with physicians, or to acquire, recruit
or, in some instances, employ physicians, or to retain enrollees following the departure of a physician, our revenues could be
materially and adversely affected. In addition, our affiliated physician organizations contract with competitors of
UnitedHealthcare. Our businesses could suffer if our affiliated physician organizations fail to maintain relationships with these
companies, or fail to adequately price their contracts with these third-party payers.

Further, physicians, hospitals, pharmaceutical benefit service providers, pharmaceutical manufacturers and certain health care
providers are customers of our Optum businesses. Physicians also provide medical services at facilities owned by our Optum
businesses. Given the importance of health care providers and other constituents to our businesses, failure to maintain
satisfactory relationships with them could materially and adversely affect our results of operations, financial position and cash
flows.

We are routinely subject to various legal actions, which could damage our reputation and, if resolved unfavorably, could
result in substantial penalties or monetary damages and materially and adversely affect our results of operations,
financial position and cash flows.

We are routinely made party to a variety of legal actions related to, among other matters, the design, management and delivery
of our product and service offerings. Any failure by us to adhere to the laws and regulations applicable to our businesses could
subject us to civil and criminal penalties.

Legal actions to which we are a party have included or in the future could include matters related to health care benefits
coverage and payment of claims (including disputes with enrollees, customers and contracted and non-contracted physicians,
hospitals and other health care professionals), tort claims (including claims related to the delivery of health care services, such
as medical malpractice by staff at our affiliates’ facilities, or by health care practitioners who are employed by us, have
contractual relationships with us, or serve as providers to our managed care networks, including as a result of a failure to adhere
to applicable clinical, quality and/or patient safety standards), antitrust claims (including as a result of changes in the
enforcement of antitrust laws), whistleblower claims (including claims under the False Claims Act or similar statutes), contract
and labor disputes, tax claims and claims related to disclosure of certain business practices. In addition, certain of our pharmacy
services operations are subject to clinical quality, patient safety and other risks inherent in the dispensing, packaging and
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distribution of drugs, including claims related to purported dispensing and other operational errors. We may also be party to
certain class action lawsuits brought by health care professional groups and consumers. We operate in jurisdictions outside of
the United States where contractual rights, tax positions and applicable regulations may be subject to interpretation or
uncertainty to a greater degree than in the United States, and therefore subject to dispute by customers, government authorities
or others.

We are largely self-insured with regard to litigation risks, including claims of medical malpractice against our affiliated
physicians and us. Although we record liabilities for our estimates of the probable costs resulting from self-insured matters, it is
possible the level of actual losses will significantly exceed the liabilities recorded. Additionally, physicians and other healthcare
providers have become subject to an increasing number of legal actions alleging medical malpractice and general professional
liabilities. Even in states that have imposed caps on damages for such actions, litigants are seeking recoveries under new
theories of liability that might not be subject to the caps on damages. These actions involve significant defense costs and could
result in substantial monetary damages or damage to our reputation.

We cannot predict the outcome of significant legal actions in which we are involved. We incur expenses to resolve these matters
and current and future legal actions could further increase our cost of doing business and materially and adversely affect our
results of operations, financial position and cash flows. Moreover, certain legal actions could result in adverse publicity which
could damage our reputation and materially and adversely affect our ability to retain our current business or grow our market
share in some markets and businesses.

If we fail to successfully manage our strategic alliances, to complete, manage or integrate acquisitions and other
significant strategic transactions or relationships domestically or outside the United States it could materially and
adversely affect our business, prospects, results of operations, financial position and cash flows.

As part of our business strategy, we frequently engage in discussions with third parties regarding possible investments,
acquisitions, divestitures, strategic alliances, joint ventures and outsourcing transactions and often enter into agreements relating
to such transactions. For example, we have a strategic alliance with AARP under which we provide AARP-branded Medicare
Supplement insurance to AARP members and other AARP-branded products and services to Medicare beneficiaries. If we fail
to meet the needs of our alliance or joint venture partners, including by developing additional products and services, providing
high levels of service, pricing our products and services competitively or responding effectively to applicable federal and state
regulatory changes, our alliances and joint ventures could be damaged or terminated, which in turn could adversely impact our
reputation, business and results of operations. Further, governmental actions, such as actions by the FTC or DOJ, may affect our
ability to complete our merger and acquisition transactions, which could adversely affect our future growth. If we fail to identify
and successfully complete transactions to meet our strategic objectives, we may be required to expend resources to develop
products and technology internally, be placed at a competitive disadvantage or we may be adversely affected by negative market
perceptions, any of which may have a material adverse effect on our results of operations, financial position or cash flows.

Successful acquisitions are also dependent on effectively integrating the acquired business into our existing operations,
including our internal control environment and culture, or otherwise leveraging its operations which may present challenges
different from those presented by organic growth and may be difficult for us to manage. In addition, even with appropriate
diligence, pre-acquisition practices of an acquired business may expose us to legal challenges and investigations. For example,
in January 2021, an indictment for alleged violations of antitrust laws was issued by the DOJ against our subsidiary, Surgical
Care Affiliates (SCA), based on conduct alleged to have begun more than five years prior to our acquisition of SCA. We are
vigorously defending this lawsuit, but if SCA is found liable, we may be subject to criminal fines or reputational harm. If we
cannot successfully integrate our acquired businesses and realize contemplated revenue growth opportunities, cost savings and
other synergies, our business, prospects, results of operations, financial position and cash flows could be materially and
adversely affected.

As we expand and operate our business outside of the United States, we are presented with challenges differing from those
presented by acquisitions of domestic businesses, including challenges in adapting to new markets, languages, business, labor

and cultural practices and regulatory environments. Adapting to these challenges could require us to devote significant senior
management attention and other resources to the acquired businesses before we realize anticipated synergies or other benefits

17

RFP Number: EVT0009267 Page 230 of 494 Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

from those businesses. These challenges vary widely by country and, outside of the United States, may include political
instability, government intervention, discriminatory regulation and currency exchange controls or other restrictions, which could
prevent us from transferring funds from these operations out of the countries in which our acquired businesses operate, or
converting local currencies we hold into U.S. dollars or other currencies. If we are unable to manage successfully our non-U.S.
acquisitions, our business, prospects, results of operations and financial position could be materially and adversely affected.

Foreign currency exchange rates and fluctuations may have an impact on our shareholders’ equity from period to period, which
could adversely affect our debt to debt-plus-equity ratio, and our future revenues, costs and cash flows from international
operations. Any measures we may implement to reduce the effect of volatile currencies may be costly or ineffective.

We are subject to risks associated with public health crises arising from large-scale medical emergencies, pandemics,
natural disasters and other extreme events, which have and could have an adverse effect on our business, results of
operations, financial condition and financial performance.

Large-scale medical emergencies, pandemics (such as COVID-19) and other extreme events could result in public health crises
or otherwise have a material adverse effect on our business operations, cash flows, financial conditions and results of operations.
For example, disruptions in public and private infrastructure resulting from such events could increase our operating costs and
ability to provide services to our clients and customers. Additionally, as a result of these events, the premiums and fees we
charge may not be sufficient to cover our medical and administrative costs, deferred medical care could be sought in future
periods at potentially higher acuity levels, we could experience reduced demand for our services, our clinical and non-clinical
workforce could be impacted resulting in reduced capacity to handle demand for care or otherwise impact our business
operations. For example, COVID-19 has materially impacted our results of operations in previous periods. Public health crises
arising from natural disasters, such as wildfires, hurricanes, and snowstorms, or effects of climate change could impact our
business operations and result in increased medical care costs. Government enaction of emergency powers in response to public
health crises could disrupt our business operations, including by restricting pharmaceuticals or other supplies, and could increase
the risk of shortages of necessary items.

Our sales performance will suffer if we do not adequately attract, retain and provide support to a network of
independent producers and consultants.

Our products and services are sold in part through nonexclusive producers and consultants and we compete for their services
and allegiance. Our sales could be materially and adversely affected if we are unable to attract, retain and support independent
producers and consultants or if our sales strategy is not appropriately aligned across distribution channels. Our relationships with
producers could be materially and adversely impacted by changes in our business practices and the nature of our relationships to
address these pressures, including potential reductions in commission levels.

Unfavorable economic conditions could materially and adversely affect our revenues and our results of operations.

Unfavorable economic conditions may impact demand for certain of our products and services. Unfavorable economic
conditions also have caused and could continue to cause employers to stop offering certain health care coverage as an employee
benefit or elect to offer this coverage on a voluntary, employee-funded basis to reduce their operating costs. In addition,
unfavorable economic conditions could adversely impact our ability to increase premiums or result in the cancellation by certain
customers of our products and services. These conditions could lead to a decrease in people served and premium and fee
revenues and could materially and adversely affect our results of operations, financial position and cash flows.

During a prolonged unfavorable economic environment, state and federal budgets could be materially and adversely affected,
resulting in reduced reimbursements or payments in our federal and state government health care coverage programs, including
Medicare, Medicaid and CHIP. A reduction in state Medicaid reimbursement rates could be implemented retroactively to apply
to payments already negotiated or received from the government and could materially and adversely affect our results of
operations, financial position and cash flows. In addition, state and federal budgetary pressures could cause the affected
governments to impose new or a higher level of taxes or assessments for our commercial programs, such as premium taxes on
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health insurance and surcharges or fees on select fee-for-service and capitated medical claims. Any of these developments or
actions could materially and adversely affect our results of operations, financial position and cash flows.

A prolonged unfavorable economic environment could also adversely impact the financial position of hospitals and other care
providers which could materially and adversely affect our contracted rates with these parties and increase our medical costs or
materially and adversely affect their ability to purchase our service offerings. Further, unfavorable economic conditions could
adversely impact the customers of our Optum businesses, including health plans, hospitals, care providers, employers and others
which could, in turn, materially and adversely affect Optum’s financial results.

QOur failure to attract, develop, retain, and manage the succession of key employees and executives could adversely affect
our business, results of operations and future performance.

We are dependent on our ability to attract, develop and retain qualified employees and executives, including those with diverse
backgrounds, experiences and skills, to operate and expand our business. If we are unable to attract, develop, retain and
effectively manage the development and succession plans for key employees and executives, our business, results of operations
and future performance could be adversely affected. Experienced and highly skilled employees and executives in the health care
and technology industries are in high demand and the market for their services is extremely competitive. We may have
difficulty in replacing key executives because of the limited number of qualified individuals in these industries with the breadth
of skills and experience required to operate and successfully expand our business. Adverse changes to our corporate culture,
which seeks to foster integrity, compassion, relationships, innovation and performance, could harm our business operations and
our ability to retain key employees and executives. While we have development and succession plans in place for our key
employees and executives, these plans do not guarantee that the services of our key employees and executives will continue to
be available to us.

Our investment portfolio may suffer losses which could adversely affect our results of operations, financial position and
cash flows.

Market fluctuations could impair our profitability and capital position. Volatility in interest rates affects our interest income and
the market value of our investments in debt securities of varying maturities which constitute the vast majority of the fair value
of our investments as of December 31, 2022. In addition, a delay in payment of principal or interest by issuers, or defaults by
issuers (primarily issuers of our investments in corporate and municipal bonds), could reduce our investment income and require
us to write down the value of our investments which could adversely affect our profitability and equity.

Our investments may not produce total positive returns and we may sell investments at prices which are less than their carrying
values. Changes in the value of our investment assets, as a result of interest rate fluctuations, changes in issuer financial or
market conditions, illiquidity or otherwise, could have an adverse effect on our equity. In addition, if it should become
necessary for us to liquidate our investment portfolio on an accelerated basis, such an action could have an adverse effect on our
results of operations and the capital position of our regulated subsidiaries.

If the value of our intangible assets is materially impaired, our results of operations, equity and credit ratings could be
materially and adversely affected.

As of December 31, 2022, our goodwill and other intangible assets had a carrying value of $108 billion, representing 44% of
our total consolidated assets. We periodically evaluate our goodwill and other intangible assets to determine whether all or a
portion of their carrying values may be impaired, in which case a charge to earnings may be necessary. The value of our
goodwill may be materially and adversely impacted if businesses we acquire perform in a manner inconsistent with our
assumptions. In addition, from time to time we divest businesses, and any such divestiture could result in significant asset
impairment and disposition charges, including those related to goodwill and other intangible assets. Any future evaluations
requiring an impairment of our goodwill and other intangible assets could materially and adversely affect our results of
operations and equity in the period in which the impairment occurs. A material decrease in equity could, in turn, adversely
affect our credit ratings.

19

RFP Number: EVT0009267 Page 232 0f 494 Financial Viability/Solvency (Tab 6)



UnitedHealthcare Community Plan of Kansas

If we are not able to protect our proprietary rights to our databases, software and related products, our ability to market
our knowledge and information-related businesses could be hindered and our results of operations, financial position and
cash flows could be materially and adversely affected.

We rely on our agreements with customers, confidentiality agreements with employees and third parties, and our trademarks,
trade secrets, copyrights and patents to protect our proprietary rights. These legal protections and precautions may not prevent
misappropriation of our proprietary information. In addition, substantial litigation regarding intellectual property rights exists in
the software industry, and we expect software products to be increasingly subject to third-party infringement claims as the
number of products and competitors in this industry segment grows. Such litigation and misappropriation of our proprietary
information could hinder our ability to market and sell products and services which could materially and adversely affect our
results of operations, financial position and cash flows.

Any downgrades in our credit ratings could adversely affect our business, financial condition and results of operations.

Claims paying ability, financial strength and debt ratings by nationally recognized statistical rating organizations are important
factors in establishing the competitive position of insurance companies. Ratings information is broadly disseminated and
generally used by customers and creditors. We believe our claims paying ability and financial strength ratings are important
factors in marketing our products to certain of our customers. Our credit ratings impact both the cost and availability of future
borrowings. Each of the credit rating agencies reviews its ratings periodically. Our ratings reflect each credit rating agency’s
opinion of our financial strength, operating performance and ability to meet our debt obligations or obligations to policyholders.
We may not be able to maintain our current credit ratings in the future. Any downgrades in our credit ratings could materially
increase our costs of or ability to access funds in the debt capital markets and otherwise materially increase our operating costs.

Risks Related to the Regulation of Our Business

Our business activities in the United States and other countries are highly regulated and new laws or regulations or
changes in existing laws or regulations or their enforcement or application could materially and adversely affect our
business.

We are regulated by federal, state and local governments in the United States and other countries where we do business. Our
insurance and HMO subsidiaries must be licensed by and are subject to regulation in the jurisdictions in which they conduct
business. For example, states require periodic financial reports and enforce minimum capital or restricted cash reserve
requirements. Health plans and insurance companies are also regulated under state insurance holding company regulations and
some of our activities may be subject to other health care-related regulations and requirements, including regulations and
licensure requirements related to PPOs, MCOs, UR and TPAs. Under state guaranty association laws, certain insurance
companies can be assessed (up to prescribed limits) for certain obligations to the policyholders and claimants of impaired or
insolvent insurance companies which write the same line or similar lines of business. Any such assessment could expose our
insurance entities and other insurers to the risk they would be required to pay a portion of an impaired or insolvent insurance
company’s claims through state guaranty associations.

Certain of our businesses provide products or services to government agencies. For example, some of our Optum and
UnitedHealthcare businesses hold government contracts or provide services related to government contracts and are subject to
U.S. federal and state and non-U.S. self-referral, anti-kickback, medical necessity, risk adjustment, false claims and other laws
and regulations governing government contractors and the use of government funds. Our relationships with these government
agencies are subject to the terms of our contracts with the agencies and to laws and regulations regarding government contracts.
Among others, certain laws and regulations restrict or prohibit companies from performing work for government agencies which
might be viewed as an actual or potential conflict of interest. These laws may limit our ability to pursue and perform certain
types of engagements, thereby materially and adversely affecting our results of operations, financial position and cash flows.

Certain of our Optum businesses are also subject to regulations distinct from those faced by our insurance and HMO
subsidiaries, some of which could impact our relationships with physicians, hospitals and customers. These regulations include

state telemedicine regulations; debt collection laws; banking regulations; distributor and producer licensing requirements; state
corporate practice of medicine doctrines; fee-splitting rules; and health care facility licensure and certificate of need
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requirements. These risks and uncertainties may materially and adversely affect our ability to market or provide our products
and services, or to achieve targeted operating margins, or may increase the regulatory burdens under which we operate.

The laws and rules governing our businesses and interpretations of those laws and rules are subject to frequent change. For
example, legislative, administrative and public policy changes to the ACA have been and likely will continue to be considered,
and we cannot predict if the ACA will be further modified. Litigation challenges have been brought seeking to invalidate the
ACA in whole or in part and future litigation challenges are possible. Further, the integration of entities we acquire into our
businesses may affect the way in which existing laws and rules apply to us, including by subjecting us to laws and rules which
did not previously apply to us. The broad latitude given to the agencies administering, interpreting and enforcing current and
future regulations governing our businesses could force us to change how we do business, restrict revenue and enrollment
growth, increase our health care and administrative costs and capital requirements, or expose us to increased liability in courts
for coverage determinations, contract interpretation and other actions.

We also must obtain and maintain regulatory approvals to market many of our products and services, increase prices for certain
regulated products and services and complete certain acquisitions and dispositions or integrate certain acquisitions. For example,
premium rates for our health insurance and managed care products are subject to regulatory review or approval in many states
and by the federal government. Additionally, we must submit data on proposed rate increases to HHS on many of our products
for monitoring purposes. Geographic and product expansions of our businesses may be subject to state and federal regulatory
approvals. Delays in obtaining necessary approvals or our failure to obtain or maintain adequate approvals could materially and
adversely affect our results of operations, financial position and cash flows.

We currently operate outside of the United States and in the future may acquire or commence additional businesses based
outside of the United States, increasing our exposure to non-U.S. regulatory regimes. Our failure to comply with U.S. or non-
U.S. laws and regulations governing our conduct outside the United States or to establish constructive relations with non-U.S.
regulators could adversely affect our ability to market our products and services or to do so at targeted operating margins, which
may have a material adverse effect on our business, financial condition and results of operations. Non-U.S. regulatory regimes,
which vary by jurisdiction, encompass, among other matters, local and cross-border taxation, licensing, tariffs, intellectual
property, investment, capital (including minimum solvency margin and reserve requirements), management control, labor, anti-
fraud, anti-corruption and privacy and data protection regulations (including requirements for cross-border data transfers). For
example, our UnitedHealthcare Employer & Individual international business subjects us to Brazilian laws and regulations
affecting hospitals, managed care and insurance industries and to regulation by Brazilian regulators, including the national
regulatory agency for private health insurance and plans, the Agéncia Nacional de Satide Suplementar, while our Banmédica
business is subject to Chilean, Colombian and Peruvian laws, regulations and regulators applicable to hospitals and private
insurance. Any international regulator may take an approach to the interpretation, implementation and enforcement of industry
regulations which could differ from the approach taken by U.S. regulators. In addition, our non-U.S. businesses and operations
are subject to U.S. laws regulating the conduct and activities of U.S.-based businesses operating abroad, such as the FCPA,
which prohibits offering, promising, providing or authorizing others to give anything of value to a foreign government official
to obtain or retain business or otherwise secure a business advantage.

The health care industry is regularly subject to negative publicity, including as a result of governmental investigations, adverse
media coverage and political debate surrounding industry regulation. Negative publicity may adversely affect our stock price
and damage our reputation in various markets.

As a result of our participation in various government health care programs, both as a payer and as a service provider to
payers, we are exposed to additional risks associated with program funding, enrollments, payment adjustments, audits
and government investigations which could materially and adversely affect our business, results of operations, financial
position and cash flows.

We participate in various federal, state and local government health care benefit programs, including as a payer in Medicare
Advantage, Medicare Part D, various Medicaid programs and CHIP, and receive substantial revenues from these programs.
Certain of our Optum businesses also provide services to payers participating in government health care programs. A reduction
or less than expected increase, or a protracted delay, in government funding for these programs or change in allocation
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methodologies, or termination of the contract at the option of the government, may materially and adversely affect our results of
operations, financial position and cash flows.

The government health care programs in which we participate generally are subject to frequent changes, including changes
which may reduce the number of persons enrolled or eligible for coverage, reduce the amount of reimbursement or payment
levels, reduce our participation in certain service areas or markets, or increase our administrative or medical costs under such
programs. Revenues for these programs depend on periodic funding from the federal government or applicable state
governments and allocation of the funding through various payment mechanisms. Funding for these government programs
depends on many factors outside of our control, including general economic conditions and budgetary constraints at the federal
or applicable state level. For example, CMS has in the past reduced or frozen Medicare Advantage benchmarks and additional
cuts to Medicare Advantage benchmarks are possible. In addition, from time to time, CMS makes changes to the way it
calculates Medicare Advantage risk adjustment payments. Although we have adjusted members’ benefits and premiums on a
selective basis, ceased to offer benefit plans in certain counties, and intensified both our medical and operating cost
management in response to the benchmark reductions and other funding pressures, these or other strategies may not fully
address the funding pressures in the Medicare Advantage program. In addition, payers in the Medicare Advantage program may
be subject to reductions in payments from CMS as a result of decreased funding or recoupment pursuant to government audit.
States have also made changes in rates and reimbursements for Medicaid members and audits can result in unexpected
recoupments.

Under the Medicaid managed care program, state Medicaid agencies solicit bids from eligible health plans to continue their
participation in the acute care Medicaid health programs. If we are not successful in obtaining renewals of state Medicaid
managed care contracts, we risk losing the members who were enrolled in those Medicaid plans. Under the Medicare Part D
program, to qualify for automatic enrollment of low income members, our bids must result in an enrollee premium below a
regional benchmark, which is calculated by the government after all regional bids are submitted. If the enrollee premium is not
below the government benchmark, we risk losing the members who were auto-assigned to us and will not have additional
members auto-assigned to us. In general, our bids are based upon certain assumptions regarding enrollment, utilization, medical
costs and other factors. If any of these assumptions is materially incorrect, either as a result of unforeseen changes to the
programs on which we bid, implementation of material program or policy changes after our bid submission, or submission by
our competitors at lower rates than our bids, our results of operations, financial position and cash flows could be materially and
adversely affected.

Many of the government health care coverage programs we participate in are subject to the prior satisfaction of certain
conditions or performance standards or benchmarks. For example, as part of the ACA, CMS has a system providing various
quality bonus payments to Medicare Advantage plans meeting certain quality star ratings at the individual plan or local contract
level. The star rating system considers various measures adopted by CMS, including, among others, quality of care, preventive
services, chronic illness management, handling of appeals and customer satisfaction. Plans must have a rating of four stars or
higher to qualify for bonus payments. If we do not maintain or continue to improve our star ratings, our plans may not be
eligible for quality bonuses and we may experience a negative impact on our revenues and the benefits our plans can offer,
which could materially and adversely affect the marketability of our plans, number of people we serve, and our results of
operations, financial position and cash flows. Any changes in standards or care delivery models applying to government health
care programs, including Medicare and Medicaid, or our inability to improve our quality scores and star ratings to meet
government performance requirements or to match the performance of our competitors could result in limitations to our
participation in or exclusion from these or other government programs, which in turn could materially and adversely affect our
results of operations, financial position and cash flows.

CMS uses various payment mechanisms to allocate funding for Medicare programs, including adjustment of monthly capitation
payments to Medicare Advantage plans and Medicare Part D plans according to the predicted health status of each beneficiary
as supported by data from health care providers for Medicare Advantage plans, as well as, for Medicare Part D plans, risk-
sharing provisions based on a comparison of costs forecasted in our annual bids to actual prescription drug costs. Some state
Medicaid programs utilize a similar process. For example, our UnitedHealthcare Medicare & Retirement and UnitedHealthcare
Community & State businesses submit information relating to the health status of enrollees to CMS or state agencies for
purposes of determining the amount of certain payments to us. CMS and the Office of Inspector General for HHS periodically
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perform risk adjustment data validation (RADYV) audits of selected Medicare health plans to validate the coding practices of and
supporting documentation maintained by health care providers. Certain of our local plans have been selected for such audits,
which in the past have resulted and in the future could result in retrospective adjustments to payments made to our health plans,
fines, corrective action plans or other adverse action by CMS.

We have been involved, and in the future may become involved in routine, regular and special governmental investigations,
audits, reviews and assessments. Such investigations, audits, reviews or assessments sometimes arise out of, or prompt claims
by private litigants or whistleblowers who, among other allegations, may claim we failed to disclose certain business practices
or, as a government contractor, submitted false or erroneous claims to the government. Governmental investigations, audits,
reviews and assessments could lead to government actions, which have resulted in, and in the future could result in, adverse
publicity, the assessment of damages, civil or criminal fines or penalties, or other sanctions, including restrictions or changes in
the way we conduct business, loss of licensure or exclusion from participation in government programs, any of which could
have a material adverse effect on our business, results of operations, financial position and cash flows.

Our pharmacy care services businesses face regulatory and operational risks and uncertainties which may differ from
the risks of our other businesses.

We provide pharmacy care services through our Optum Rx and UnitedHealthcare businesses. Each business is subject to federal
and state anti-kickback, beneficiary inducement and other laws governing the relationships of the business with pharmaceutical
manufacturers, physicians, pharmacies, customers and consumers. In addition, federal and state legislatures regularly consider
new regulations for the industry which could materially affect current industry practices, including potential new legislation and
regulations regarding the receipt or disclosure of rebates and other fees from pharmaceutical companies, the development and
use of formularies and other utilization management tools, the use of average wholesale prices or other pricing benchmarks,
pricing for specialty pharmaceuticals, limited access to networks and pharmacy network reimbursement methodologies. Further,
various governmental agencies have conducted and continue to conduct investigations and studies into certain PBM practices,
which have resulted and may result in PBMs agreeing to civil penalties, including the payment of money and entry into
corporate integrity agreements, or could materially and adversely impact the PBM business model. As a provider of pharmacy
benefit management services, Optum Rx is also subject to an increasing number of licensure, registration and other laws and
accreditation standards. Optum Rx conducts business through home delivery, specialty and compounding pharmacies,
pharmacies located in community mental health centers and home infusion, which subjects it to extensive federal, state and
local laws and regulations, including those of the DEA and individual state controlled substance authorities, the Food and Drug
Administration (FDA) and Boards of Pharmacy.

We could face potential claims in connection with purported errors by our home delivery, specialty or compounding or clinic-
based pharmacies or the provision of home infusion services, claims related to the inherent risks in the packaging and
distribution of pharmaceuticals and other health care products. Disruptions from any of our home delivery, specialty pharmacy
or home infusion services could materially and adversely affect our results of operations, financial position and cash flows.

In addition, our pharmacy care services businesses provide services to sponsors of health benefit plans subject to ERISA. A
private party or the DOL, which is the agency that enforces ERISA, could assert the fiduciary obligations imposed by the statute
apply to some or all of the services provided by our pharmacy care services businesses even where those businesses are not
contractually obligated to assume fiduciary obligations. If a court were to determine such fiduciary obligations apply, we could
be subject to claims for breaches of fiduciary obligations or claims we entered into certain prohibited transactions.

If we fail to comply with applicable privacy, security and data laws, regulations and standards, including with respect to
third-party service providers utilizing protected personal information on our behalf, our business, reputation, results of
operations, financial position and cash flows could be materially and adversely affected.

The collection, maintenance, protection, use, transmission, disclosure and disposal of protected personal information are
regulated at the federal, state, international and industry levels and addressed in requirements imposed on us by contracts with
customers. These laws, rules and requirements are subject to change. Compliance with new privacy and security laws,
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regulations and requirements may result in increased operating costs, and may constrain or require us to alter our business
model or operations.

Internationally, many of the jurisdictions in which we operate have established their own data security and privacy legal
framework with which we or our customers must comply. We expect there will continue to be new proposed laws, regulations
and industry standards concerning privacy, data protection and information security in the European Union, Brazil, Chile, India
and other jurisdictions, and we cannot yet determine the impacts such future laws, regulations and standards may have on our
businesses or the businesses of our customers. For example, the European Union’s General Data Protection Regulation (GDPR)
imposes more stringent European Union data protection requirements on us or our customers, and prescribes greater penalties
for noncompliance. Brazilian privacy legislation, similar in certain respects to GDPR, took effect in September 2020.

Many of our businesses are also subject to the Payment Card Industry Data Security Standard, which is a multifaceted security
standard designed to protect payment card account data.

HIPAA requires business associates as well as covered entities to comply with certain privacy and security requirements. While
we provide for appropriate protections through our contracts with our third-party service providers and in certain cases assess
their security controls, we have limited oversight or control over their actions and practices. Several of our businesses act as
business associates to their covered entity customers and, as a result, collect, use, disclose and maintain protected personal
information in order to provide services to these customers. HHS administers its audit program to assess HIPAA compliance
efforts by covered entities and business associates. An audit resulting in findings or allegations of noncompliance could have a
material adverse effect on our results of operations, financial position and cash flows.

Through our Optum businesses, we maintain a database of administrative and clinical data statistically de-identified in
accordance with HIPAA standards. Noncompliance or findings of noncompliance with applicable laws, regulations or
requirements, or the occurrence of any privacy or security breach involving the misappropriation, loss or other unauthorized
disclosure of protected personal information, whether by us or by one of our third-party service providers, could have a material
adverse effect on our reputation and business and, among other consequences, could subject us to mandatory disclosure to the
media, loss of existing or new customers, significant increases in the cost of managing and remediating privacy or security
incidents, and material fines, penalties and litigation awards. Any of these consequences could have a material and adverse
effect on our results of operations, financial position and cash flows.

Restrictions on our ability to obtain funds from our regulated subsidiaries could materially and adversely affect our
results of operations, financial position and cash flows.

Because we operate as a holding company, we are dependent on dividends and administrative expense reimbursements from our
subsidiaries to fund our obligations. Many of these subsidiaries are regulated by state departments of insurance or similar
regulatory authorities. We are also required by law or regulation to maintain specific prescribed minimum amounts of capital in
these subsidiaries. The levels of capitalization required depend primarily on the volume of premium revenues generated by the
applicable subsidiary. In most states, we are required to seek approval by state regulatory authorities before we transfer money
or pay dividends from our regulated subsidiaries exceeding specified amounts. An inability of our regulated subsidiaries to pay
dividends to their parent companies in the desired amounts or at the time of our choosing could adversely affect our ability to
reinvest in our business through capital expenditures or business acquisitions, as well as our ability to maintain our corporate
quarterly dividend payment, repurchase shares of our common stock and repay our debt. If we are unable to obtain sufficient
funds from our subsidiaries to fund our obligations, our results of operations, financial position and cash flows could be
materially and adversely affected.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

We own and lease real properties to support our business operations in the United States and other countries. Our reportable
segments use these facilities for their respective business purposes, and we believe the current facilities are suitable for their
respective uses and are adequate for our anticipated future needs.

ITEM 3. LEGAL PROCEEDINGS

The information required by this Item 3 is incorporated herein by reference to the information set forth under the captions
“Legal Matters” and “Governmental Investigations, Audits and Reviews” in Note 12 of the Notes to the Consolidated Financial
Statements included in Part II, Item 8, “Financial Statements and Supplementary Data”

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.

PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

MARKET AND HOLDERS

Our common stock is traded on the New York Stock Exchange (NYSE) under the symbol UNH. On January 31, 2023, there
were 10,260 holders of record of our common stock.

DIVIDEND POLICY

In June 2022, the Company’s Board of Directors increased the Company’s quarterly cash dividend to shareholders to an annual
rate of $6.60 compared to $5.80 per share, which the Company had paid since June 2021. Declaration and payment of future
quarterly dividends is at the discretion of the Board and may be adjusted as business needs or market conditions change.

ISSUER PURCHASES OF EQUITY SECURITIES

Issuer Purchases of Equity Securities (a)

Fourth Quarter 2022
Total Number of Shares Maximum Number of
Purchased as Part of Shares That May Yet Be
Total Number of Average Price Paid Publicly Announced Purchased Under The
For the Month Ended Shares Purchased Per Share Plans or Programs Plans or Programs
(in millions) (in millions) (in millions)
October 31, 2022.....ceiiiiiiiiiiiiiiiaeen 07 $ 519.51 0.7 323
November 30, 2022.......cccoiiiiiiiiiieenen.. 0.6 533.81 0.6 31.7
December 31,2022 .......ccoiiiiiiiiiiiiiiininn, 0.6 533.56 0.6 31.1
Total. .. 19 § 528.87 1.9

(a) In November 1997, our Board of Directors adopted a share repurchase program, which the Board evaluates periodically. In June 2018, the Board of
Directors renewed our share repurchase program with an authorization to repurchase up to 100 million shares of our common stock in open market
purchases or other types of transactions (including prepaid or structured repurchase programs). There is no established expiration date for the program.
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PERFORMANCE GRAPH

The following performance graph compares the cumulative five-year total return to shareholders on our common stock relative
to the cumulative total returns of the S&P Health Care Index, the Dow Jones US Industrial Average Index and the S&P 500
Index for the five-year period ended December 31, 2022. The comparisons assume the investment of $100 on December 31,
2017 in our common stock and in each index, and dividends were reinvested when paid.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN
Among UnitedHealth Group, the S&P Health Care Index,
the Dow Jones US Industrial Average Index and the S&P 500 Index

$300 -

$250

$200

$150
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$50 —
%O 1 1 1 1 J
12117 12/18 12/19 12/20 12/21 12/22
—H— UnitedHealth Group —¥— S&P Health Care
—G—- Dow Jones US Industrial Average --AA-- S&P 500
12/17 12/18 12/19 12/20 12/21 12/22

UnitedHealth Group................................ $ 100.00 $ 11452 $ 13741 $ 166,55 $ 241.85 $ 258.65
S&P Health Care Index............................ 100.00 106.47 128.64 145.93 184.07 180.47
Dow Jones US Industrial Average............... 100.00 96.52 120.98 132.75 160.55 149.53
S&P 500 Index ...........coevviviiiiiiiiiiannn. 100.00 95.62 125.72 148.85 191.58 156.89

The stock price performance included in this graph is not necessarily indicative of future stock price performance.
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ITEM 6. [Reserved]

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read together with the accompanying Consolidated Financial Statements and Notes to the
Consolidated Financial Statements thereto included in Part II Item 8, “Financial Statements and Supplementary Data.” Readers
are cautioned the statements, estimates, projections or outlook contained in this report, including discussions regarding financial
prospects, economic conditions, trends and uncertainties contained in this Item 7, may constitute forward-looking statements
within the meaning of the PSLRA. These forward-looking statements involve risks and uncertainties which may cause our
actual results to differ materially from the expectations expressed or implied in the forward-looking statements. A description of
some of the risks and uncertainties can be found further below in this Item 7 and in Part I, Item 1A, “Risk Factors.”

Discussions of year-over-year comparisons between 2021 and 2020 are not included in this Form 10-K and can be found in Part
II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of the Company’s Form
10-K for the fiscal year ended December 31, 2021.

EXECUTIVE OVERVIEW

General

UnitedHealth Group is a diversified health care company with a mission to help people live healthier lives and help make the
health system work better for everyone. Our two complementary businesses—Optum and UnitedHealthcare—are driven by this
unified mission and vision to improve health care access, affordability, experiences and outcomes for the individuals and
organizations we are privileged to serve.

We have four reportable segments across our two business platforms, Optum and UnitedHealthcare:

e  Optum Health;

e  Optum Insight;

e  Optum Rx; and

e  UnitedHealthcare, which includes UnitedHealthcare Employer & Individual, UnitedHealthcare Medicare & Retirement and

UnitedHealthcare Community & State.

Further information on our business and reportable segments is presented in Part I, Item 1, “Business” and in Note 14 of the
Notes to the Consolidated Financial Statements included in Part II, Item 8, “Financial Statements and Supplementary Data.”

Business Trends

Our businesses participate in the United States, South America and certain other international health markets. In the United
States, health care spending has grown consistently for many years and comprises 18% of gross domestic product (GDP). We
expect overall spending on health care to continue to grow in the future, due to inflation, medical technology and
pharmaceutical advancement, regulatory requirements, demographic trends in the population and national interest in health and
well-being. The rate of market growth may be affected by a variety of factors, including macroeconomic conditions, which
could impact our results of operations, including our continued efforts to control health care costs.

Pricing Trends. To price our health care benefits, products and services, we start with our view of expected future costs,
including inflation and labor market dynamics. We frequently evaluate and adjust our approach in each of the local markets we
serve, considering relevant factors, such as product positioning, price competitiveness and environmental, competitive,
legislative and regulatory considerations, including minimum medical loss ratio (MLR) thresholds and similar revenue
adjustments. We will continue seeking to balance growth and profitability across all these dimensions.
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The commercial risk market remains highly competitive in the small group, large group and individual segments. We expect
broad-based competition to continue as the industry adapts to individual and employer needs.

Medicare Advantage funding continues to be pressured, as discussed below in “Regulatory Trends and Uncertainties.”

In Medicaid, we believe the payment rate environment creates the risk of continued downward pressure on Medicaid margin
percentages. We continue to take a prudent, market-sustainable posture for both new business and maintenance of existing
relationships. We continue to advocate for actuarially sound rates commensurate with our medical cost trends and we remain
dedicated to partnering with those states that are committed to the long-term viability of their programs.

Medical Cost Trends. Our medical cost trends primarily relate to changes in unit costs; care activity; and prescription drug
costs. We endeavor to mitigate those increases by engaging physicians and consumers with information and helping them make
clinically sound choices, with the objective of helping them achieve high-quality, affordable care.

Medicaid Redeterminations. In December 2022, Congress passed the 2023 Omnibus Appropriations bill that allows states to
resume Medicaid redeterminations beginning in April 2023. Redeterminations will result in a decline in people served through
our Medicaid business and an expected increase in people served through our commercial and exchange-based offerings as we
endeavor to ensure that people have continued access to benefits.

Delivery System and Payment Modernization. The health care market continues to change based on demographic shifts, new
regulations, political forces and both payer and patient expectations. Health plans and care providers are being called upon to
work together to close gaps in care and improve overall care quality and patient experience, improve the health of populations
and reduce costs. We are working to accelerate this vision through the innovation and integration of our care delivery models
including in clinic, in-home, behavioral and virtual care, and by using our data and analytics to provide clinicians with the
necessary information in order to provide the best possible care in the most cost efficient setting. We continue to see a greater
number of people enrolled in fully accountable value-based plans rewarding high-quality, affordable care and fostering
collaboration.

This trend is creating needs for health management services which can coordinate care around the primary care physician,
including new primary care channels, and for investments in new clinical and administrative information and management
systems, which we believe provide growth opportunities for our Optum business platform.

Regulatory Trends and Uncertainties

Following is a summary of management’s view of the trends and uncertainties related to regulatory matters. For additional
information regarding regulatory trends and uncertainties, see Part I, [tem 1 “Business — Government Regulation” and Item 1A,
“Risk Factors.”

Medicare Advantage Rates. Medicare Advantage rate notices over the years have at times resulted in industry base rates well
below industry forward medical trend. For example, the February 2023 Advance Notice for 2024 rates would result in an
industry base rate decrease, well short of what is an increasing industry forward medical cost trend, creating continued pressure
in the Medicare Advantage program. Further, proposed substantial revisions to the risk adjustment model, which serves to adjust
rates to reflect a patient’s health status and care resource needs, would result in reduced funding and benefits for people,
especially those with some of the greatest health and social challenges.

As a result of ongoing Medicare funding pressures, there are adjustments we can make to partially offset these rate pressures
and reductions for a particular period. For example, we can seek to intensify our medical and operating cost management, make
changes to the size and composition of our care provider networks, adjust member benefits and implement or increase the
member premiums supplementing the monthly payments we receive from the government. Additionally, we decide annually on
a county-by-county basis where we will offer Medicare Advantage plans.
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SELECTED OPERATING PERFORMANCE ITEMS

The following represents a summary of select 2022 year-over-year operating comparisons to 2021.

e Consolidated revenues increased by 13%, UnitedHealthcare revenues increased 12% and Optum revenues grew 17%.
e  UnitedHealthcare served nearly 1.1 million more people, led by growth in community-based and senior offerings.

e Earnings from operations increased by 19%, including an increase of 20% at UnitedHealthcare and 17% at Optum.

e  Diluted earnings per common share increased 17% to $21.18.

e  Cash flows from operations were $26.2 billion.

e Return on equity was 27.2%.

RESULTS SUMMARY

The following table summarizes our consolidated results of operations and other financial information:

For the Years Ended December 31, Change
(in millions, except percentages and per share data) 2022 2021 2020 2022 vs. 2021
Revenues:
PremMIUMIS .. .one ettt e el $ 257,157 % 226,233  $ 201,478  $ 30,924 14%
Products. .....oovii i 37,424 34,437 34,145 2,987 9
SOIVICES vttt ettt e e e 27,551 24,603 20,016 2,948 12
Investment and other iNCOME..........coovvviiiiniiiiiiiininnns 2,030 2,324 1,502 (294) (13)
TOtal TEVENUES .....vineietit ittt 324,162 287,597 257,141 36,565 13
Operating costs:
Medical COSES ..nvintirinianit et 210,842 186,911 159,396 23,931 13
OPErating COSES . ..vnenettetatat ettt eaeeeaaes 47,782 42,579 41,704 5,203 12
Cost of products sold ...........ccooiiiiiiiiiiiiiiiii 33,703 31,034 30,745 2,669 9
Depreciation and amortization ................oeoeeeeiiiiininn.. 3,400 3,103 2,891 297 10
Total OPErating COSS. .. . vttt e 295,727 263,627 234,736 32,100 12
Earnings from operations ..............c..cocieviiiiiiiiiiiiiiiiiiiinns 28,435 23,970 22,405 4,465 19
INEEIeSt EXPEISE. ... vttt (2,092) (1,660) (1,663) (432) 26
Earnings before income taXxes ............cocveveviiiiiiiiiiiiiiiiinns 26,343 22,310 20,742 4,033 18
Provision for inCOME taXes .........coeeririiriiiaririiieanaianenennns (5,704) (4,578) (4,973) (1,126) 25
Net earnings 20,639 17,732 15,769 2,907 16
Earnings attributable to noncontrolling interests...................... (519) (447) (366) (72) 16
Net earnings attributable to UnitedHealth Group common
ShareOIdersS ... ....o.ivit e $ 20,120 $ 17,285  $ 15,403  $ 2,835 16%
Diluted earnings per share attributable to UnitedHealth Group
common shareholders. .................ooooiiiiiiiiiiiiieees $ 21.18  $ 18.08 $ 16.03 §$ 3.10 17%
Medical care ratio (@) ......eueeeneieineeteeeeee e 82.0% 82.6% 79.1% (0.6)%
Operating COSt TALIO . ....ueuinininiieee et 14.7 14.8 16.2 0.1)
Operating MArZiN. ... .....oueuininiiia e 8.8 8.3 8.7 0.5
TaX TALE .ttt e e 21.7 20.5 24.0 1.2
Net earnings margin (b) .........cooiiiiiiiiiiiiiiiiieeeeas 6.2 6.0 6.0 0.2
25.2% 24.9% 2.0%

Return on equity (C)...ueueeueeiniitiiiie e 27.2%

(a) Medical care ratio (MCR) is calculated as medical costs divided by premium revenue.

(b) Net earnings margin attributable to UnitedHealth Group common shareholders.

(c) Return on equity is calculated as net earnings attributable to UnitedHealth Group common shareholders divided by average sharecholders’ equity. Average

shareholders’ equity is calculated using the shareholders’ equity balance at the end of the preceding year and the shareholders’ equity balances at the end of

each of the four quarters of the year presented.
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2022 RESULTS OF OPERATIONS COMPARED TO 2021 RESULTS

Consolidated Financial Results

Revenues

The increases in revenues were primarily driven by growth in the number of people served through Medicare Advantage and
Medicaid, pricing trends and growth across the Optum businesses.

Medical Costs and MCR

Medical costs increased due to growth in people served. The MCR decreased due to COVID-19 effects, partially offset by
decreased prior years favorable development and business mix.

Operating Cost Ratio

The operating cost ratio decreased primarily due to productivity gains, partially offset by investments and business mix.

Reportable Segments

See Note 14 of Notes to the Consolidated Financial Statements included in Part II, Item 8, “Financial Statements and

Supplementary Data” for more information on our segments. We utilize various metrics to evaluate and manage our reportable
segments, including individuals served by UnitedHealthcare by major market segment and funding arrangement, people served
by Optum Health and adjusted scripts for Optum Rx. These metrics are the main drivers of revenue, earnings and cash flows at
each business. The metrics also allow management and investors to evaluate and understand business mix, including the level
and scope of services provided to people and pricing trends when comparing the metrics to revenue by segment.

The following table presents a summary of the reportable segment financial information:

For the Years Ended December 31, Change
(in millions, except percentages) 2022 2021 2020 2022 vs. 2021
Revenues
UnitedHealthcare ............ooooiiiiiii e $ 249,741  $ 222,899 $ 200,875 $ 26,842 12%
Optum Health ... 71,174 54,065 39,808 17,109 32
Optum Insight........ooiiii s 14,581 12,199 10,802 2,382 20
OPtUM RX. ..ot 99,773 91,314 87,498 8,459 9
Optum eliminations ...........c.ooiuiiiiiiiiniiiieiieeeeaas (2,760) (2,013) (1,800) (747) 37
OPLUIML . 182,768 155,565 136,308 27,203 17
EHMinations .........o.ouiuiniiii e (108,347) (90,867) (80,042) (17,480) 19
Consolidated TEVENUES .......ouneee it $ 324,162  $ 287,597 % 257,141  $ 36,565 13%
Earnings from operations
UnitedHealthCare . .....o.v e $ 14379 % 11975 % 12359 % 2,404  20%
Optum Health ... 6,032 4,462 3,434 1,570 35
Optum Insight........ooiiiii e 3,588 3,398 2,725 190 6
Optum RX. .o 4,436 4,135 3,887 301 7
OPLUIML . 14,056 11,995 10,046 2,061 17
Consolidated earnings from operations...............c...coceeeuneuninn... $ 28435 % 23970 $ 22,405 $ 4,465 19%
Operating margin
UnitedHealthcare ..............cooooiiiiiii 5.8% 5.4% 6.2% 0.4%
Optum Health .........ooooii 8.5 8.3 8.6 0.2
Optum Insight..........ooiiiii 24.6 27.9 25.2 3.3)
Optum RX. .o 4.4 4.5 4.4 0.1)
OPHUIML ... 7.7 7.7 7.4 —
Consolidated operating margin.............coeeeiiiiinineninenennnan. 8.8% 8.3% 8.7% 0.5%
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UnitedHealthcare

The following table summarizes UnitedHealthcare revenues by business:

For the Years Ended December 31, Change
(in millions, except percentages) 2022 2021 2020 2022 vs. 2021
UnitedHealthcare Employer & Individual — Domestic..............cocovuviniinan. $ 63599 $ 60,023 $ 55872 $ 3,576 6%
UnitedHealthcare Employer & Individual — Global (a) .............c.cooeiiiinne. 8,668 8,345 7,752 323 4
UnitedHealthcare Employer & Individual — Total (a)...........c.coeeeennent. 72,267 68,368 63,624 3,899 6
UnitedHealthcare Medicare & Retirement..............cooovviiiiiiiiiiiiiiiiiiniannnn. 113,671 100,552 90,764 13,119 13
UnitedHealthcare Community & State ............c.oiuiuiiiiiiiiiiiniiiiiiiiieieiaae. 63,803 53,979 46,487 9,824 18
Total UnitedHealthcare reVENUES. ........cvvvuiveeieii e $ 249741 $ 222899 $ 200,875 $ 26,842 12%

(a) On January 1, 2022, we realigned our operating segments to combine UnitedHealthcare Global and UnitedHealthcare Employer & Individual.

The following table summarizes the number of individuals served by our UnitedHealthcare businesses, by major market

segment and funding arrangement:

December 31, Change
(in thousands, except percentages) 2022 2021 2020 2022 vs. 2021
Commercial — domestic:
RiSK-DASEA ...\ttt 8,045 7,985 7,910 60 1%
Fee-based ......c.oiiiiniiii 18,640 18,595 18,310 45 —
Total commercial — dOmEeStiC........oovviiiriiiiiiii i 26,685 26,580 26,220 105 —
Medicare AdVantage ..........o.euiuinininiiiiii e 7,105 6,490 5,710 615 9
MEICAIA .. eieeet e e e 8,170 7,655 6,620 515 7
Medicare Supplement (Standardized) ... 4,375 4,395 4,460 20) —
Total community and SENIOT..........cocveieiiiiiiiiiiiiiiiiiiiieenne. 19,650 18,540 16,790 1,110 6
Total UnitedHealthcare — domestic medical ............................ 46,335 45,120 43,010 1,215 3
Commercial — global ... 5,360 5,510 5,425 (150)  (3)
Total UnitedHealthcare — medical .....................ccooiiiiiia 51,695 50,630 48,435 1,065 2%
Supplemental Data:
Medicare Part D stand-alone ..............ccoeiviiiiiiiiiiiii i, 3,295 3,700 4,045 405) (1%

Medicare Advantage increased due to growth in people served through individual and group Medicare Advantage plans. The
increase in people served through Medicaid was primarily driven by states continuing to ease redetermination requirements and

growth in people served through Dual Special Needs Plans.

UnitedHealthcare’s revenues increased due to growth in the number of people served through Medicare Advantage and
Medicaid. Earnings from operations increased due to growth in people served and COVID-19 effects, partially offset by

decreased prior years favorable development.

Optum

Total revenues and earnings from operations increased due to growth across the Optum businesses. The results by segment were

as follows:

Optum Health

Revenues at Optum Health increased primarily due to organic growth in patients served under value-based care arrangements
and business combinations. Earnings from operations increased due to organic growth in the number of people served under
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value-based care arrangements, cost management initiatives, asset dispositions and COVID-19 effects. Optum Health served
approximately 102 million people as of December 31, 2022 compared to 100 million people as of December 31, 2021.

Optum Insight

Revenues and earnings from operations at Optum Insight increased due to growth in technology and managed services, with
managed services revenue growth driven by business combinations and new health system partnerships.

Optum Rx

Revenues and earnings from operations at Optum Rx increased due to higher script volumes from growth in people served,
increased utilization and organic growth in pharmacy care services, including community health, specialty and home delivery
pharmacies. Earnings from operations also increased as a result of continued supply chain management initiatives. Optum Rx
fulfilled 1,438 million and 1,368 million adjusted scripts in 2022 and 2021, respectively.

LIQUIDITY, FINANCIAL CONDITION AND CAPITAL RESOURCES
Liquidity
Introduction

We manage our liquidity and financial position in the context of our overall business strategy. We continually forecast and
manage our cash, investments, working capital balances and capital structure to meet the short-term and long-term obligations
of our businesses while seeking to maintain liquidity and financial flexibility. Cash flows generated from operating activities are
principally from earnings before noncash expenses.

Our regulated subsidiaries generate significant cash flows from operations and are subject to, among other things, minimum
levels of statutory capital, as defined by their respective jurisdictions, and restrictions on the timing and amount of dividends
paid to their parent companies.

Our U.S. regulated subsidiaries paid their parent companies dividends of $8.8 billion and $8.0 billion in 2022 and 2021,
respectively. See Note 10 of the Notes to the Consolidated Financial Statements included in Part II, Item 8, “Financial
Statements and Supplementary Data” for further detail concerning our regulated subsidiary dividends.

Our nonregulated businesses also generate significant cash flows from operations available for general corporate use. Cash
flows generated by these entities, combined with dividends from our regulated entities and financing through the issuance of
long-term debt as well as issuance of commercial paper or the ability to draw under our committed credit facilities, further
strengthen our operating and financial flexibility. We use these cash flows to expand our businesses through acquisitions,
reinvest in our businesses through capital expenditures, repay debt and return capital to our shareholders through dividends and
repurchases of our common stock.
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Summary of our Major Sources and Uses of Cash and Cash Equivalents

For the Years Ended December 31, Change
(in millions) 2022 2021 2020 2022 vs. 2021
Sources of cash:
Cash provided by operating activities ............ccoeuvirineriininiriiieneenenns. $ 26,206 $ 22343  $ 22,174  $ 3,863
Issuances of long-term debt and short-term borrowings, net of repayments . 12,536 2,481 2,586 10,055
Proceeds from common Share iSSUANCES .........ovveeinneiineeiineiieeaannenns 1,253 1,355 1,440 (102)
Customer funds administered ..........oveiiiiii it 5,548 622 1,677 4,926
Cash received for diSpOSItIONS ..........coooiiiiiiiiiiiiiiiiiiieeene 3,414 15 221 3,399
Total SoUrces Of CASN ... ..ot 48,957 26,816 28,098
Uses of cash:
Cash paid for acquisitions, net of cash assumed....................cooine. (21,458) (4,821) (7,139) (16,637)
Cash dividends paid ............oooiiiiiiiiii (5,991) (5,280) (4,584) (711)
Common share repurchases .............coooiviiiiiiii e (7,000) (5,000) (4,250) (2,000)
Purchases of property, equipment and capitalized software .................... (2,802) (2,454) (2,051) (348)
Purchases of investments, net of sales and maturities ........................... (6,837) (1,843) (2,836) (4,994)
Purchases of redeemable noncontrolling interests..................c.coevevenen.. (176) (1,338) — 1,162
L1057 PP (2,737) (1,564) (1,186) (1,173)
Total uses Of CaSN ... ... (47,001) (22,300) (22,046)
Effect of exchange rate changes on cash and cash equivalents....................... 34 (62) (116) 96
Net increase in cash and cash equivalents ................cooviiiiiiiiiiiinninnen.e. $ 1,990 $ 4,454  $ 5936 $ (2,464)

2022 Cash Flows Compared to 2021 Cash Flows

Increased cash flows provided by operating activities were primarily driven by changes in working capital accounts and
increased net earnings. Other significant changes in sources or uses of cash year-over-year included increased net issuances of
long-term debt, customer funds administered, primarily driven by Medicare Part D timing and increased HSA deposits, cash
received for dispositions and decreased purchases of redeemable noncontrolling interests, partially offset by increased cash paid
for acquisitions, net purchases of investments and common stock repurchases.

Financial Condition

As of December 31, 2022, our cash, cash equivalent, available-for-sale debt securities and equity securities balances of $69.4
billion included $23.4 billion of cash and cash equivalents (of which $1.3 billion was available for general corporate use), $42.3
billion of debt securities and $3.7 billion of equity securities. Given the significant portion of our portfolio held in cash
equivalents, we do not anticipate fluctuations in the aggregate fair value of our financial assets to have a material impact on our
liquidity or capital position. Other sources of liquidity, primarily from operating cash flows and our commercial paper program,
which is fully supported by our bank credit facilities, reduce the need to sell investments during adverse market conditions. See
Note 4 of the Notes to the Consolidated Financial Statements included in Part II, Item 8, “Financial Statements and
Supplementary Data” for further detail concerning our fair value measurements.

Our available-for-sale debt portfolio had a weighted-average duration of 4.0 years and a weighted-average credit rating of
“Double A” as of December 31, 2022. When multiple credit ratings are available for an individual security, the average of the
available ratings is used to determine the weighted-average credit rating.

Capital Resources and Uses of Liquidity
Cash Requirements. The Company’s cash requirements within the next twelve months include medical costs payable, accounts

payable and accrued liabilities, short-term borrowings and current maturities of long-term debt, other current liabilities, and
purchase commitments and other obligations. We expect the cash required to meet these obligations to be primarily generated
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through cash flows from current operations; cash available for general corporate use; and the realization of current assets, such
as accounts receivable.

Our long-term cash requirements under our various contractual obligations and commitments include:

e Debt obligations. See Note 8 of the Notes to the Consolidated Financial Statements included in Part II, Item 8, “Financial
Statements and Supplementary Data” for further detail of our long-term debt and the timing of expected future payments.
Interest coupon payments are typically paid semi-annually.

e Operating leases. See Note 12 of the Notes to the Consolidated Financial Statements included in Part II, Item 8, “Financial
Statements and Supplementary Data” for further detail of our obligations and the timing of expected future payments.

e Purchase and other obligations. These include $5.6 billion, $2.9 billion of which is expected to be paid within the next
twelve months, of fixed or minimum commitments under existing purchase obligations for goods and services, including
agreements cancelable with the payment of an early termination penalty, and remaining capital commitments for venture
capital funds and other funding commitments. These amounts exclude agreements cancelable without penalty and liabilities
to the extent recorded in our Consolidated Balance Sheets as of December 31, 2022.

e Other liabilities. These include other long-term liabilities reflected in our Consolidated Balance Sheets as of December 31,
2022, including obligations associated with certain employee benefit programs, unrecognized tax benefits and various long-
term liabilities, which have some inherent uncertainty in the timing of these payments.

e Redeemable noncontrolling interests. See Note 2 of the Notes to the Consolidated Financial Statements included in Part II,
Item 8, “Financial Statements and Supplementary Data” for further detail. We do not have any material expected
redemptions in the next twelve months.

We expect the cash required to meet our long-term obligations to be primarily generated through future cash flows from
operations. However, we also have the ability to generate cash to satisfy both our current and long-term requirements through
the issuance of commercial paper, issuance of long-term debt, or drawing under our committed credit facilities or the ability to
sell investments. We believe our capital resources are sufficient to meet future, short-term and long-term, liquidity needs.

Short-Term Borrowings. Our revolving bank credit facilities provide liquidity support for our commercial paper borrowing
program, which facilitates the private placement of senior unsecured debt through independent broker-dealers, and are available
for general corporate purposes. For more information on our commercial paper and bank credit facilities, see Note 8§ of the
Notes to the Consolidated Financial Statements included in Part II, Item 8, “Financial Statements and Supplementary Data.”

Our revolving bank credit facilities contain various covenants, including covenants requiring us to maintain a defined debt to
debt-plus-shareholders’ equity ratio of not more than 60%, subject to increase in certain circumstances set forth in the applicable
credit agreement. As of December 31, 2022, our debt to debt-plus-shareholders’ equity ratio, as defined and calculated under the
credit facilities, was 38%.

Long-Term Debt. Periodically, we access capital markets to issue long-term debt for general corporate purposes, such as to
meet our working capital requirements, to refinance debt, to finance acquisitions or for share repurchases. For more information
on our debt, see Note 8 of the Notes to the Consolidated Financial Statements included in Part II, Item 8 “Financial Statements
and Supplementary Data.”

Credit Ratings. Our credit ratings as of December 31, 2022 were as follows:

Moody’s S&P Global Fitch A.M. Best
Ratings  Outlook  Ratings Outlook Ratings  Outlook Ratings Outlook
Senior unsecured debt ... A3 Positive A+ Stable A Stable A Stable
Commercial PAPET........cvuviuiiiiiiiiiiiiiiiiiiiaeeene P-2 n/a A-1 n/a Fl1 n/a AMB-1+ n/a
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The availability of financing in the form of debt or equity is influenced by many factors, including our profitability, operating
cash flows, debt levels, credit ratings, debt covenants and other contractual restrictions, regulatory requirements and economic
and market conditions. A significant downgrade in our credit ratings or adverse conditions in the capital markets may increase
the cost of borrowing for us or limit our access to capital.

Share Repurchase Program. As of December 31, 2022, we had Board of Directors’ authorization to purchase up to 31 million
shares of our common stock. For more information on our share repurchase program, see Note 10 of the Notes to the
Consolidated Financial Statements included in Part II, Item 8, “Financial Statements and Supplementary Data.”

Dividends. In June 2022, the Company’s Board of Directors increased the Company’s quarterly cash dividend to shareholders to
an annual rate of $6.60 compared to $5.80 per share. For more information on our dividend, see Note 10 of the Notes to the
Consolidated Financial Statements included in Part II, Item 8, “Financial Statements and Supplementary Data.”

Pending Acquisitions. As of December 31, 2022, we have entered into agreements to acquire companies in the health care
sector, most notably, LHC Group, Inc. (NASDAQ: LHCG), subject to regulatory approval and other customary closing
conditions. The total anticipated capital required for these acquisitions, excluding the payoff of acquired indebtedness, is
approximately $9 billion. We completed the acquisition of LHC Group, Inc. on February 22, 2023.

We do not have other significant contractual obligations or commitments requiring cash resources. However, we continually
evaluate opportunities to expand our operations, which include internal development of new products, programs and technology
applications and may include acquisitions.

CRITICAL ACCOUNTING ESTIMATES

Critical accounting estimates are those estimates requiring management to make challenging, subjective or complex judgments,
often because they must estimate the effects of matters inherently uncertain and may change in subsequent periods. Critical
accounting estimates involve judgments and uncertainties which are sufficiently sensitive and may result in materially different
results under different assumptions and conditions.

Medical Costs Payable

Medical costs and medical costs payable include estimates of our obligations for medical care services rendered on behalf of
consumers, but for which claims have either not yet been received or processed. Depending on the health care professional and
type of service, the typical billing lag for services can be up to 90 days from the date of service. Approximately 90% of claims
related to medical care services are known and settled within 90 days from the date of service.

In each reporting period, our operating results include the effects of more completely developed medical costs payable estimates
associated with previously reported periods. If the revised estimate of prior period medical costs is less than the previous
estimate, we will decrease reported medical costs in the current period (favorable development). If the revised estimate of prior
period medical costs is more than the previous estimate, we will increase reported medical costs in the current period
(unfavorable development). Medical costs in 2022, 2021 and 2020 included favorable medical cost development related to prior
years of $410 million, $1.7 billion and $880 million, respectively.

In developing our medical costs payable estimates, we apply different estimation methods depending on the month for which
incurred claims are being estimated. For example, for the most recent two months, we estimate claim costs incurred by applying
observed medical cost trend factors to the average per member per month (PMPM) medical costs incurred in prior months for
which more complete claim data is available, supplemented by a review of near-term completion factors.

Completion Factors. A completion factor is an actuarial estimate, based upon historical experience and analysis of current
trends, of the percentage of incurred claims during a given period adjudicated by us at the date of estimation. Completion

factors are the most significant factors we use in developing our medical costs payable estimates for periods prior to the most
recent two months. Completion factors include judgments in relation to claim submissions such as the time from date of service
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to claim receipt, claim levels and processing cycles, as well as other factors. If actual claims submission rates from providers
(which can be influenced by a number of factors, including provider mix and electronic versus manual submissions), actual care
activity incurred (which can be influenced by pandemics or seasonal illnesses, such as influenza), or our claim processing
patterns are different than estimated, our reserve estimates may be significantly impacted.

The following table illustrates the sensitivity of these factors and the estimated potential impact on our medical costs payable
estimates for those periods as of December 31, 2022:

Completion Factors Increase (Decrease)
(Decrease) Increase in Factors In Medical Costs Payable
(in millions)
[0 IA5 ) LN $ 765
(10 ) PPN 508
(025753 LN 254
[0 TP (252)
0,50 e s (503)
LI N (753)

Medical Cost Per Member Per Month Trend Factors. Medical cost PMPM trend factors are significant factors we use in
developing our medical costs payable estimates for the most recent two months. Medical cost trend factors are developed
through a comprehensive analysis of claims incurred in prior months, provider contracting and expected unit costs, benefit
design and a review of a broad set of health care utilization indicators. These factors include but are not limited to pharmacy
utilization trends, inpatient hospital authorization data and seasonal and other incidence data from the National Centers for
Disease Control. We also consider macroeconomic variables such as GDP growth, employment and disposable income. A large
number of factors can cause the medical cost trend to vary from our estimates, including: our ability and practices to manage
medical and pharmaceutical costs, changes in level and mix of services utilized; mix of benefits offered, including the impact of
co-pays and deductibles; changes in medical practices; and catastrophes, epidemics and pandemics.

The following table illustrates the sensitivity of these factors and the estimated potential impact on our medical costs payable
estimates for the most recent two months as of December 31, 2022:

Medical Cost PMPM Quarterly Trend Increase (Decrease)
Increase (Decrease) in Factors In Medical Costs Payable
(in millions)
B0 e et $ 985
2 ettt eee et e eeereeeaeateeeeeaeteeeeteateteneetetet ettt ettt eat et eat et eeatentatenaarantaaans 656
| R 328
0 (328)
17 PN (656)
() PSS (985)

The completion factors and medical costs PMPM trend factors analyses above include outcomes considered reasonably likely
based on our historical experience estimating liabilities for incurred but not reported benefit claims.

Management believes the amount of medical costs payable is reasonable and adequate to cover our liability for unpaid claims as
of December 31, 2022; however, actual claim payments may differ from established estimates as discussed above. Assuming a
hypothetical 1% difference between our December 31, 2022 estimates of medical costs payable and actual medical costs
payable, excluding AARP Medicare Supplement Insurance and any potential offsetting impact from premium rebates, 2022 net
earnings would have increased or decreased by approximately $215 million.

For more detail related to our medical cost estimates, see Note 2 of the Notes to the Consolidated Financial Statements included
in Part II, Item 8, “Financial Statements and Supplementary Data.”
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Goodwill

We evaluate goodwill for impairment annually or more frequently when an event occurs or circumstances change indicating the
carrying value may not be recoverable. When testing goodwill for impairment, we may first assess qualitative factors to
determine if it is more likely than not the carrying value of a reporting unit exceeds its estimated fair value. During a qualitative
analysis, we consider the impact of changes, if any, to the following factors: macroeconomic, industry and market factors; cost
factors; changes in overall financial performance; and any other relevant events and uncertainties impacting a reporting unit. If
our qualitative assessment indicates a goodwill impairment is more likely than not, we perform additional quantitative analyses.
We may also elect to skip the qualitative testing and proceed directly to the quantitative testing. For reporting units where a
quantitative analysis is performed, we perform a test measuring the fair values of the reporting units and comparing them to
their carrying values, including goodwill. If the fair value is less than the carrying value of the reporting unit, an impairment is
recognized for the difference, up to the carrying amount of goodwill.

We estimate the fair values of our reporting units using a discounted cash flow method which includes assumptions about a
wide variety of internal and external factors. Significant assumptions used in the discounted cash flow method include financial
projections of free cash flow, including revenue trends, medical costs trends, operating productivity, income taxes and capital
levels; long-term growth rates for determining terminal value beyond the discretely forecasted periods; and discount rates. For
each reporting unit, comparative market multiples are used to corroborate the results of our discounted cash flow test.

Financial projections and long-term growth rates used for our reporting units are consistent with, and use inputs from, our
internal long-term business plan and strategies. Discount rates are determined for each reporting unit and include consideration
of the implied risk inherent in their forecasts. Our most significant estimate in the discount rate determinations involves our
adjustments to the peer company weighted average costs of capital reflecting reporting unit-specific factors. We have not made
any adjustments to decrease a discount rate below the calculated peer company weighted average cost of capital for any
reporting unit. Company-specific adjustments to discount rates are subjective and thus are difficult to measure with certainty.
The passage of time and the availability of additional information regarding areas of uncertainty with respect to the reporting
units’ operations could cause these assumptions to change in the future. Additionally, as part of our quantitative impairment
testing, we perform various sensitivity analyses on certain key assumptions, such as discount rates and cash flow projections to
analyze the potential for a material impact. As of October 1, 2022, we completed our annual impairment tests for goodwill with
all of our reporting units having fair values substantially in excess of their carrying values.

LEGAL MATTERS

A description of our legal proceedings is presented in Note 12 of Notes to the Consolidated Financial Statements included in
Part II, Item 8, “Financial Statements and Supplementary Data.”

CONCENTRATIONS OF CREDIT RISK

Investments in financial instruments such as marketable securities and accounts receivable may subject us to concentrations of
credit risk. Our investments in marketable securities are managed under an investment policy authorized by our Board of
Directors. This policy limits the amounts which may be invested in any one issuer and generally limits our investments to U.S.
government and agency securities, state and municipal securities and corporate debt obligations of investment grade.
Concentrations of credit risk with respect to accounts receivable are limited due to the large number of employer groups and
other customers constituting our client base. As of December 31, 2022, there were no significant concentrations of credit risk.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Our primary market risks are exposures to changes in interest rates impacting our investment income and interest expense and

the fair value of certain of our fixed-rate investments and debt, as well as foreign currency exchange rate risk of the U.S. dollar
primarily to the Brazilian real and Chilean peso.
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As of December 31, 2022, we had $31 billion of financial assets on which the interest rates received vary with market interest
rates, which may significantly impact our investment income. Also as of December 31, 2022, $16 billion of our financial
liabilities, which include debt and deposit liabilities, were at interest rates which vary with market rates, either directly or
through the use of related interest rate swap contracts.

The fair value of our fixed-rate investments and debt also varies with market interest rates. As of December 31, 2022, $38
billion of our investments were fixed-rate debt securities and $43 billion of our debt was non-swapped fixed-rate term debt. An
increase in market interest rates decreases the market value of fixed-rate investments and fixed-rate debt. Conversely, a decrease
in market interest rates increases the market value of fixed-rate investments and fixed-rate debt.

We manage exposure to market interest rates by diversifying investments across different fixed-income market sectors and debt
across maturities, as well as by matching a portion of our floating-rate assets and liabilities, either directly or through the use of
interest rate swap contracts. Unrealized gains and losses on investments in available-for-sale debt securities are reported in
comprehensive income.

The following tables summarize the impact of hypothetical changes in market interest rates across the entire yield curve by 1%
point or 2% points as of December 31, 2022 and 2021 on our investment income and interest expense per annum and the fair
value of our investments and debt (in millions, except percentages):

December 31, 2022

Investment Interest

Income Per  Expense Per Fair Value of Fair Value of
Increase (Decrease) in Market Interest Rate Annum Annum Financial Assets  Financial Liabilities
20 e e $ 629 $ 327 % (3,390) $ (7,365)
e s 314 164 (1,746) (4,002)
[0 (314) (135) 1,838 4,808
(7 P (629) (266) 3,746 10,641

December 31, 2021

Investment Interest
Income Per  Expense Per Fair Value of Fair Value of
Increase (Decrease) in Market Interest Rate Annum Annum Financial Assets  Financial Liabilities
$ 499 $ 133§ (3,080) $ (8,664)
250 67 (1,564) (4,723)
(85) @) 1,398 5,655
(85) 7 1,857 10,892

Note: The impact of hypothetical changes in interest rates may not reflect the full 100 or 200 basis point change on interest income and interest expense or on
the fair value of financial assets and liabilities as the rates are assumed to not fall below zero.

We have an exposure to changes in the value of foreign currencies, primarily the Brazilian real and the Chilean peso, to the U.S.
dollar in translation of UnitedHealthcare Employer & Individual’s international business operating results at the average exchange
rate over the accounting period, and assets and liabilities at the exchange rate at the end of the accounting period. The gains or
losses resulting from translating foreign assets and liabilities into U.S. dollars are included in equity and comprehensive income.

An appreciation of the U.S. dollar against the Brazilian real or Chilean peso reduces the carrying value of the net assets
denominated in those currencies. For example, as of December 31, 2022, a hypothetical 10% and 25% increase in the value of
the U.S. dollar against those currencies would have caused a reduction in net assets of approximately $560 million and $1.2
billion, respectively. We manage exposure to foreign currency earnings risk primarily by conducting our international business
operations in their functional currencies.

As of December 31, 2022, we had $3.7 billion of investments in equity securities, primarily consisting of investments in
employee savings plan related investments, other venture investments and non-U.S. dollar fixed-income funds. Valuations in
non-U.S. dollar funds are subject to foreign exchange rates.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders and the Board of Directors of UnitedHealth Group Incorporated and Subsidiaries:

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of UnitedHealth Group Incorporated and Subsidiaries (the
“Company”) as of December 31, 2022 and 2021, the related consolidated statements of operations, comprehensive income,
changes in equity and cash flows for each of the three years in the period ended December 31, 2022, and the related notes
(collectively referred to as the “financial statements”). In our opinion, the financial statements referred to above present fairly,
in all material respects, the financial position of the Company as of December 31, 2022 and 2021, and the results of its
operations and its cash flows for each of the three years in the period ended December 31, 2022, in conformity with accounting
principles generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States)
(PCAOB), the Company’s internal control over financial reporting as of December 31, 2022, based on criteria established in
Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission and our report dated February 24, 2023 expressed an unqualified opinion on the Company’s internal control over
financial reporting.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
the Company’s financial statements based on our audits. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and applicable rules
and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audits to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to
error or fraud. Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current-period audit of the financial statements that
was communicated or required to be communicated to the Audit and Finance Committee and that (1) relates to accounts or
disclosures that are material to the financial statements and (2) involved our especially challenging, subjective, or complex
judgments. The communication of critical audit matters does not alter in any way our opinion on the financial statements, taken
as a whole, and we are not, by communicating the critical audit matter below, providing a separate opinion on the critical audit
matter or on the accounts or disclosures to which it relates.

Incurred but not Reported (IBNR) Claim Liability—Refer to Notes 2 and 7 to the financial statements.

Critical Audit Matter Description

Medical costs payable includes estimates of the Company’s obligations for medical care services rendered on behalf of insured
consumers, for which claims have either not yet been received or processed. These estimates are referred to as incurred but not
reported (IBNR) claim liabilities. At December 31, 2022, the Company’s IBNR balance was $20 billion. The Company
develops IBNR estimates using an actuarial model that requires management to exercise certain judgments in developing its
estimates. Judgments made by management include medical cost per member per month trend factors and completion factors,
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which include assumptions over the time from date of service to claim receipt, the impact of actual care activity, and processing
cycles.

We identified the IBNR claim liability as a critical audit matter because of the significant assumptions made by management in
estimating the liability. This required complex auditor judgment, and an increased extent of effort, including the involvement of
actuarial specialists in performing procedures to evaluate the reasonableness of management’s methods, assumptions and
judgments in developing the liability.

How the Critical Audit Matter Was Addressed in the Audit
Our audit procedures included the following, among others:

e We tested the effectiveness of controls over management’s estimate of the IBNR claim liability balance, including controls
over the judgments in both the completion factors and the medical cost per member per month trend factors, as well as
controls over the claims and membership data used in the estimation process.

e  We tested the underlying claims and membership data and other information that served as the basis for the actuarial
analysis, to test that the inputs to the actuarial estimate were complete and accurate.

e  With the assistance of actuarial specialists, we evaluated the reasonableness of the actuarial methods and assumptions used
by management to estimate the IBNR claim liability by:

o  Performing an overlay of the historical claims data used in management’s current year model to the data used in prior
periods to validate that there were no material changes to the claims data tested in prior periods.

o Developing an independent estimate of the IBNR claim liability and comparing our estimate to management’s
estimate.

o Performing a retrospective review comparing management’s prior year estimate of IBNR to claims processed in 2022
with dates of service in 2021 or prior.

/s/ DELOITTE & TOUCHE LLP

Minneapolis, Minnesota
February 24, 2023

We have served as the Company’s auditor since 2002.
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UnitedHealth Group
Consolidated Balance Sheets

December 31, December 31,

(in millions, except per share data) 2022 2021
Assets
Current assets:
Cash and cash equivalents $ 23,365 % 21,375
R aT0 A o 0 0 B N1 801571 L5 4,546 2,532
Accounts receivable, net of allowances of $877 and $954 ... ...t 17,681 14,216
Other current receivables, net of allowances of $1,433 and $993.... .ot 12,769 13,866
Assets Under MAaNAZEIMENT ..........iuiuiuti ettt ettt e e et et et 4,087 4,449
Prepaid expenses and Other CUITENE ASSELS. ... ...ttt ettt et eea 6,621 5,320
TOLAL CUITEIE ASSEES. .. nvt ettt ettt ettt e ettt et e et e et et e et e e e e et e e e e et e et e et e et et et 69,069 61,758
Long-term INVESTMENTS ... ..uuittt ettt et e et e e e ettt et 43,728 43,114
Property, equipment and capitalized software, net of accumulated depreciation and amortization of $6,930 and
B5,00 2 10,128 8,969
GOOAWILL . .ot e e e ettt e et e e e 93,352 75,795
Other intangible assets, net of accumulated amortization of $6,137 and $5,636 ...........ccooviiiiiiiiiiiiniiieienes. 14,401 10,044
(01307 g T =1 £ 15,027 12,526
oLl ASSOES .. .ttt $ 245,705 $ 212,206

Liabilities, redeemable noncontrolling interests and equity
Current liabilities:

Medical COSES PAYADIE ..ot $ 29,056 $ 24,483
Accounts payable and accrued Habilities.......... ..o 27,715 24,643
Short-term borrowings and current maturities of long-term debt.................oooiiiiiiiiiii 3,110 3,620
UNEAINEA TEVEIMUES . . ..ttt ettt et ettt ettt et et e e e et e et et e et et e e et e et e et e e e e e e et e e e e e aneaneans 3,075 2,571
Other CUITENt THaADIIItIES ... ..ottt ettt e et e e e e e e e 26,281 22,975
Total current HADITITIES ... . e ittt ettt et e e e et e e e e e et e e 89,237 78,292
Long-term debt, 1€SS CUrTent MAtUITHIES . ... . .ouuititinitii ittt ettt et et e e e 54,513 42,383
DEfEITEA INCOIME LAKES ... ettt ittt ittt ettt e e et et e e et e e et e e e 2,769 3,265
(08515 111 1 PPN 12,839 11,787
oI F 1 B o) T 1 OO 159,358 135,727
Commitments and contingencies (Note 12)
Redeemable noncontrolling INEEIESES. ... .. ...ttt e e et 4,897 1,434
Equity:
Preferred stock, $0.001 par value — 10 shares authorized; no shares issued or outstanding...................... — —
Common stock, $0.01 par value — 3,000 shares authorized; 934 and 941 issued and outstanding .............. 9 10
Retained @arnings ........o.ouiuiuinii e 86,156 77,134
Accumulated other COMPrehensIVe 10SS ... ...ttt e (8,393) (5,384)
Nonredeemable nONCONIOIIING TNEEIESES .. ...u.uteet ittt e 3,678 3,285
TOLAL @QUILY . ¢+ttt et e e e e 81,450 75,045
Total liabilities, redeemable noncontrolling interests and equity........................cooiii .. $ 245705 $ 212,206

See Notes to the Consolidated Financial Statements
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UnitedHealth Group
Consolidated Statements of Operations
For the Years Ended
December 31,

(in millions, except per share data) 2022 2021 2020
Revenues:

PLOIMIUIIIS - .ot $ 257,157 $ 226233 $ 201,478

PrOAUCES. ..ot e e 37,424 34,437 34,145

S BTVICES -ttt ettt e 27,551 24,603 20,016

Investment and OthEr INCOIME ........iinttiit ettt et e enaes 2,030 2,324 1,502
TOtAl TEVEIUES ... vttt ettt et et e e e et e e e 324,162 287,597 257,141
Operating costs:

IMEAICAL COSES ettt ettt ettt e e e e e e e e e e e ettt e 210,842 186,911 159,396

OPEIALINZ COSES . ettt ettt ettt et e e e et et ettt et e e e et e e et e e eenes 47,782 42,579 41,704

Cost Of Products SOIA .......euenii e 33,703 31,034 30,745

Depreciation and amOTtiZatioN .............uueitit ittt 3,400 3,103 2,891
TOtAl OPETALING COSS. v vttt ettt et et ettt e ettt e et e e et e ettt et e eae e 295,727 263,627 234,736
Earnings from operations............ ... i 28,435 23,970 22,405
TNEEIEST EXPEIISE . eueneinit ettt e (2,092) (1,660) (1,663)
Earnings before income taxes......... ... 26,343 22,310 20,742
Provision fOr INCOME tAXES .. ..uuiietit ettt et et et et et e et e e e e e e eaaeeneanas (5,704) (4,578) (4,973)
INEE BATTHIIES .. .. ..ottt ettt ettt e e e e et e e e e 20,639 17,732 15,769
Earnings attributable to noncontrolling iNterestS ... ......vuueuitieitit ittt (519) (447) (366)
Net earnings attributable to UnitedHealth Group common shareholders............................ $ 20,120 $ 17,285 $ 15,403
Earnings per share attributable to UnitedHealth Group common shareholders:

BaSiC ottt $ 2147 $ 18.33 $ 16.23

D1 =Y B U PPPPIN $ 21.18 $ 18.08 $ 16.03
Basic weighted-average number of common shares outstanding....................................... 937 943 949
Dilutive effect of common share equivalents ......................co 13 13 12
Diluted weighted-average number of common shares outstanding .................................... 950 956 961
Anti-dilutive shares excluded from the calculation of dilutive effect of common share equivalents.. 3 1 8

See Notes to the Consolidated Financial Statements
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UnitedHealth Group
Consolidated Statements of Comprehensive Income
For the Years Ended
December 31,
(in millions) 2022 2021 2020
INEE @ATTUIIES ... ..ottt ittt ettt et e e e e e e e ettt e e e et e et e e e et e et a $ 20639 $ 17,732 $ 15,769
Other comprehensive loss:
Gross unrealized (losses) gains on investment securities during the period ....................... (4,292) (1,028) 1,058
INCOME taX EFFECT .. .ttt e 984 248 (253)
Total unrealized (losses) gains, NEt Of tAX ........o.iuiuiiiiiiiiiiii e (3,308) (780) 805
Gross reclassification adjustment for net realized losses (gains) included in net earnings...... 139 (173) (75)
INCOME taX EF C ..\t (32) 40 17
Total reclassification adjustment, net of tax ...........cccoiiiiiiiiiiiiiiiiiii e 107 (133) (58)
Total foreign currency translation gains (I0SSES) «.....cuvueiiiiitiiititiiiiiiieeeaeeeee 192 (657) (983)
Other cOMPIENENSIVE LOSS ... e.uiit et (3,009) (1,570) (236)
COMPIENENSIVE INCOMIE .. ...ttt ettt ettt et e e et e e e e enens 17,630 16,162 15,533
Comprehensive income attributable to noncontrolling Interests ...............coeveiiiiiiiiiiiiiiiiiiiiinin, (519) (447) (366)
Comprehensive income attributable to UnitedHealth Group common shareholders .................. $ 17,111 $ 15,715 $ 15,167

See Notes to the Consolidated Financial Statements
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UnitedHealth Group
Consolidated Statements of Changes in Equity

Accumulated Other

Comprehensive
Income (Loss)
Foreign
Currency
Additional Net Unrealized Translation Nonredeemable
Common Stock * 'paig.In  Retained Gains (Losses) (Losses) Noncontrolling Total

(in millions) Shares Amount Capital Earnings on Investments Gains Interests Equity
Balance at January 1, 2020.............ccccveeinninnnn.n. 948 $ 93 7 $ 61,178 $ 589 $  (4,167)$ 2,820 $ 60,436
Adjustment to adopt ASU 2016-13 ..................... (28) (28)
NEt arNINGS . ..oveeneeininiit e 15,403 254 15,657
Other comprehensive income (10Ss) .................... 747 (983) (236)
Issuances of common stock, and related tax effects.. 12 1 1,119 1,120
Share-based compensation ................coeeeiininn. 647 647
Common share repurchases ................c.cooeeiiin. (14) — (1,576) (2,674) (4,250)
Cash dividends paid on common shares ($4.83 per

ShAre). .. (4,584) (4,584)
Redeemable noncontrolling interests fair value and

other adjustments ...............coeviiiiiiiiiii... (197) (197)
Acquisition and other adjustments of

nonredeemable noncontrolling interests............. 40 40
Distributions to nonredeemable noncontrolling

TS (o TP (277) (277)
Balance at December 31, 2020 ..........cooviiiniinnn.. 946 10 — 69,295 1,336 (5,150) 2,837 68,328
Net €arnings .....o.eveueiuiniiniiiiiiaiieieaaenens 17,285 360 17,645
Other comprehensive 10SS ...........ovuvuieiiiiinn. 913) (657) (1,570)
Issuances of common stock, and related tax effects.. 8 - 1,100 1,100
Share-based compensation ........................oeeee. 729 729
Common share repurchases ................c.coeoeiiiinn. (13) — (940)  (4,060) (5,000)
Cash dividends paid on common shares ($5.60 per

SRAT@). .ot (5,280) (5,280)
Redeemable noncontrolling interests fair value and

other adjustments ...............coeviiiiiiiiiiiinnn.. (889) (106) (995)
Acquisition and other adjustments of

nonredeemable noncontrolling interests............. 407 407
Distributions to nonredeemable noncontrolling

IEETESES .ot eeee et (319) (319)
Balance at December 31, 2021 .........cooeviiiinnnnn.. 941 10 — 77,134 423 (5,807) 3,285 75,045
Net CarNINGS «..ovveitiniiiii e 20,120 406 20,526
Other comprehensive (10ss) gains....................... (3,201) 192 (3,009)
Issuances of common stock, and related tax effects.. 7 — 903 903
Share-based compensation ................coceeiiinn. 875 875
Common share repurchases .................oeoeeeinn, (14) (H  (1,892)  (5,107) (7,000)
Cash dividends paid on common shares ($6.40 per

SRATE). ..ttt (5,991) (5,991)
Redeemable noncontrolling interests fair value and

other adjustments ..............ccoeviiiiiiiiiiininn.. 114 114
Acquisition and other adjustments of

nonredeemable noncontrolling interests............. 374 374
Distributions to nonredeemable noncontrolling

IEETESES + .ottt ettt et et e e (387) (387)
Balance at December 31,2022 ..........cccoovviininnnn. 934 $ 9% — $ 86,156 $ (2,778)$  (5,615)$ 3,678 $ 81,450

See Notes to the Consolidated Financial Statements
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UnitedHealth Group
Consolidated Statements of Cash Flows
For the Years Ended
December 31,

(in millions) 2022 2021 2020
Operating activities
INEE EATTIIIES ..ottt eeee e et e e et et e e e e e e e e e et e e e e et e e e e et e e e e e et e ea e e e aaaas $ 20639 $ 17,732 $ 15,769
Noncash items:

Depreciation and amOTtiZation ..............c.ooiiuiuiiinitiiii e 3,400 3,103 2,891

Deferred INCOME LAXES ... .\ttt ettt et et e e et e e e et et e et e (673) 130 (8)

Share-based COMPENSALION ............iuiiiiiiiii i 925 800 679

(0111 T 1 1= PSR (331) (944) (52)
Net change in other operating items, net of effects from acquisitions and changes in AARP balances:

ACCOUNLS TECRIVADIC .. ...ttt et e et et (2,523) (1,000) (688)

(01115 WP T R (1,374) (1,031) (2,195)

Medical COSES PAYADIE .....onetit it 4,053 2,701 152

Accounts payable and other Habilities .............o.iuiiiiiiii e 1,964 1,162 5,348

UNEAINEA TEVEIUES ... vtuttttettet et et et et et et et e et ettt et e et et et et et e e et e s et e e e e s e e s e e ereenans 126 (310) 278
Cash flows from Operating aCtiVities .............ouiuiiitiuitit i 26,206 22,343 22,174
Investing activities
Purchases Of INVESTMENTS ... ...ttt ettt e e et e e ettt ettt e eeneas (18,825) (17,139) (16,577)
SAlES OF TNVESTMEIILS. .. ..ttt ittt e ettt et e e e e e e e et e e 5,907 7,045 6,489
Maturities Of INVESTIMEITS. .. ..ttt ettt e e et e e et e et et e et et e e e e 6,081 8,251 7,252
Cash paid for acquisitions, net of cash assumed........ ..o (21,458) (4,821) (7,139)
Purchases of property, equipment and capitalized software ..o (2,802) (2,454) (2,051)
Cash received from diSPOSIHIONS .. .....euinint ettt et eeaeas 3,414 15 221
(018115 05 1 1< T USRS (793) (1,269) (727)
Cash flows used for INVesting aCtiVItIEs ...........ouiuitiuiuitii e (28,476) (10,372) (12,532)
Financing activities
Common Share TEPUICRASES . ......o.iuiiii e (7,000) (5,000) (4,250)
Cash dividends Paid ..........o.ininin i e e (5,991) (5,280) (4,584)
Proceeds from cOmMmMON StOCK ISSUATICES ... ... .uutentt ettt ettt e et e et e et e et e et e aaas 1,253 1,355 1,440
Repayments of 10ng-term debt ... ...t (3,015) (3,150) (3,150)
Proceeds from (repayments of) short-term borrowings, Net ...............cocviiiiiiiiiiiiiiiiiiiiiaaiens 732 (1,302) 872
Proceeds from issuance of long-term debt......... ... 14,819 6,933 4,864
Customer funds admiINISIEIEA . ... ....uiinei ittt e e e e e e 5,548 622 1,677
Purchases of redeemable noncontrolling INEIestS. ... .. ...o.ouiuiiiiiiiiiii it (176) (1,338) —
[0]1 1= W 1 1= S (1,944) (295) (459)
Cash flows from (used for) financing aCtiVities ..............ciuiiiiiiiiiii e 4,226 (7,455) (3,590)
Effect of exchange rate changes on cash and cash equivalents ...................o.o 34 (62) (116)
Increase in cash and cash equivalents .................... . 1,990 4,454 5,936
Cash and cash equivalents, beginning of period ........................... 21,375 16,921 10,985
Cash and cash equivalents, end of period ....................oooiiiiiiiiiiii $ 23365 $ 21,375 $ 16,921
Supplemental cash flow disclosures
Cash PaId FOI IIEETEST ...ttt ettt ettt et et et et e e et et e en e e e eneenas $ 1,945 $ 1,653 $ 1,704
Cash paid fOr INCOME LAXES ... ...uinittn ettt e ettt e et e et e e eenenens 5,222 3,966 4,935

See Notes to the Consolidated Financial Statements
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UnitedHealth Group
Notes to the Consolidated Financial Statements

1. Description of Business

UnitedHealth Group Incorporated (individually and together with its subsidiaries, “UnitedHealth Group” and “the Company”) is
a health care and well-being company with a mission to help people live healthier lives and help make the health system work
better for everyone. Our two distinct, yet complementary business platforms—Optum and UnitedHealthcare—are working to
help build a modern, high-performing health system through improved access, affordability, outcomes and experiences for the
individuals and organizations we are privileged to serve.

2. Basis of Presentation, Use of Estimates and Significant Accounting Policies

Basis of Presentation

The Company has prepared the Consolidated Financial Statements according to U.S.22 Generally Accepted Accounting
Principles (GAAP) and has included the accounts of UnitedHealth Group and its subsidiaries.

Use of Estimates

These Consolidated Financial Statements include certain amounts based on the Company’s best estimates and judgments. The
Company’s most significant estimates relate to estimates and judgments for medical costs payable and goodwill. Certain of
these estimates require the application of complex assumptions and judgments, often because they involve matters inherently
uncertain and will likely change in subsequent periods. The impact of any change in estimates is included in earnings in the
period in which the estimate is adjusted.

Revenues

Premiums

Premium revenues are primarily derived from risk-based arrangements in which the premium is typically at a fixed rate per
individual served for a one-year period, and the Company assumes the economic risk of funding its customers’ health care and
related administrative costs.

Premium revenues are recognized in the period in which eligible individuals are entitled to receive health care benefits. Health
care premium payments received from the Company’s customers in advance of the service period are recorded as unearned
revenues. Fully insured commercial products of U.S. health plans, Medicare Advantage and Medicare Prescription Drug Benefit
(Medicare Part D) plans with medical loss ratios (MLRs) as calculated under the definitions in the Patient Protection and
Affordable Care Act (ACA) and related federal and state regulations and implementing regulation, falling below certain targets
are required to rebate ratable portions of their premiums annually. Commercial premiums within the Company’s individual and
small group markets are also subject to the ACA risk adjustment program. Medicare Advantage premium revenue includes the
impact of the Centers for Medicare & Medicaid Services (CMS) quality bonuses based on plans’ Star rating. Certain of the
Company’s Medicaid business is also subject to state minimum MLR rebates.

Premium revenues are recognized based on the estimated premiums earned, net of projected rebates, because the Company is
able to reasonably estimate the ultimate premiums of these contracts. The Company also records premium revenues for certain
value-based arrangements at its Optum Health care delivery businesses. Under these value-based arrangements, the Company
enters into agreements with health plans to stand ready to deliver, integrate, direct and control certain health care services for
patients. In exchange, the Company receives a premium that is typically paid on a per-patient per-month basis. The Company
considers these value-based arrangements to represent a single performance obligation where premium revenues are recognized
in the period in which health care services are made available.

The Company’s Medicare Advantage and Medicare Part D premium revenues are subject to periodic adjustment under CMS’
risk adjustment payment methodology. CMS deploys a risk adjustment model which apportions premiums paid to all health
plans according to health severity and certain demographic factors. The CMS risk adjustment model provides higher per
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member payments for enrollees diagnosed with certain conditions and lower payments for enrollees who are healthier. Under
this risk adjustment methodology, CMS calculates the risk adjusted premium payment using diagnosis and encounter data from
hospital inpatient, hospital outpatient and physician treatment settings. The Company and health care providers collect, capture
and submit the necessary and available data to CMS within prescribed deadlines. The Company estimates risk adjustment
premium revenues based upon the data submitted and expected to be submitted to CMS. Risk adjustment data for the
Company’s plans are subject to review by the government, including audit by regulators. See Note 12 for additional information
regarding these audits.

Products and Services

For the Company’s Optum Rx pharmacy care services business, the majority of revenues are derived from products sold through
a contracted network of retail pharmacies or home delivery, specialty and community health pharmacies. Product revenues
include the cost of pharmaceuticals (net of rebates), a negotiated dispensing fee and customer co-payments. Pharmacy products
are billed to customers based on the number of transactions occurring during the billing period. Product revenues are recognized
when the prescriptions are dispensed. The Company has entered into contracts in which it is primarily obligated to pay its
network pharmacy providers for benefits provided to their customers regardless of whether the Company is paid. The Company
is also involved in establishing the prices charged by retail pharmacies, determining which drugs will be included in formulary
listings and selecting which retail pharmacies will be included in the network offered to plan sponsors’ members and
accordingly, product revenues are reported on a gross basis.

Services revenue includes a number of services and products sold through Optum. Optum Health’s service revenues include net
patient service revenues recorded based upon established billing rates, less allowances for contractual adjustments, and are
recognized as services are provided. For its financial services offerings, Optum Health charges fees and earns investment
income on managed funds. Optum Insight provides software and information products, advisory consulting arrangements and
managed services outsourcing contracts, which may be delivered over several years. Optum Insight revenues are generally
recognized over time and measured each period based on the progress to date as services are performed or made available to
customers.

Services revenue also consists of fees derived from services performed for customers who self-insure the health care costs of
their employees and employees’ dependents. Under service fee contracts, the Company receives monthly, a fixed fee per
employee, which is recognized as revenue as the Company performs, or makes available, the applicable services to the
customer. The customers retain the risk of financing health care costs for their employees and employees’ dependents, and the
Company administers the payment of customer funds to physicians and other health care professionals from customer-funded
bank accounts. As the Company has neither the obligation for funding the health care costs, nor the primary responsibility for
providing the medical care, the Company does not recognize premium revenue and medical costs for these contracts in its
Consolidated Financial Statements. For these fee-based customer arrangements, the Company provides coordination and
facilitation of medical services; transaction processing; customer, consumer and care professional services; and access to
contracted networks of physicians, hospitals and other health care professionals. These services are performed throughout the
contract period.

As of December 31, 2022 and 2021, accounts receivables related to products and services were $7.1 billion and $5.4 billion,
respectively. In 2022 and 2021, the Company had no material bad-debt expense and there were no material contract assets,
contract liabilities or deferred contract costs recorded on the Consolidated Balance Sheets as of December 31, 2022 or 2021.

For the years ended December 31, 2022, 2021 and 2020, revenue recognized from performance obligations related to prior
periods (for example, due to changes in transaction price) was not material.

Revenue expected to be recognized in any future year related to remaining performance obligations, excluding revenue
pertaining to contracts having an original expected duration of one year or less, contracts where revenue is recognized as
invoiced and contracts with variable consideration related to undelivered performance obligations, was $12.5 billion, of which
approximately half is expected to be recognized in the next three years.

See Note 14 for disaggregation of revenue by segment and type.
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Medical Costs and Medical Costs Payable

The Company’s estimate of medical costs payable represents management’s best estimate of its liability for unpaid medical
costs as of December 31, 2022.

Each period, the Company re-examines previously established medical costs payable estimates based on actual claim
submissions and other changes in facts and circumstances. As more complete claim information becomes available, the
Company adjusts the amount of the estimates and includes the changes in estimates in medical costs in the period in which the
change is identified. Approximately 90% of claims related to medical care services are known and settled within 90 days from
the date of service and substantially all within twelve months.

Medical costs and medical costs payable include estimates of the Company’s obligations for medical care services rendered on
behalf of consumers, but for which claims have either not yet been received, processed, or paid. The Company develops
estimates for medical care services incurred but not reported (IBNR), which includes estimates for claims which have not been
received or fully processed, using an actuarial process consistently applied, centrally controlled and automated. The actuarial
models consider factors such as time from date of service to claim processing, seasonal variances in medical care consumption,
health care professional contract rate changes, care activity and other medical cost trends, membership volume and
demographics, the introduction of new technologies, benefit plan changes, and business mix changes related to products,
customers and geography.

In developing its medical costs payable estimates, the Company applies different estimation methods depending on which
incurred claims are being estimated. For the most recent two months, the Company estimates claim costs incurred by applying
observed medical cost trend factors to the average per member per month (PMPM) medical costs incurred in prior months for
which more complete claim data are available, supplemented by a review of near-term completion factors (actuarial estimates,
based upon historical experience and analysis of current trends, of the percentage of incurred claims during a given period
adjudicated by the Company at the date of estimation). For months prior to the most recent two months, the Company applies
the completion factors to actual claims adjudicated-to-date to estimate the expected amount of ultimate incurred claims for those
months.

Cost of Products Sold

The Company’s cost of products sold includes the cost of pharmaceuticals dispensed to unaffiliated customers either directly at
its home delivery, specialty and community pharmacy locations, or indirectly through its nationwide network of participating
pharmacies. Rebates attributable to unaffiliated clients are accrued as rebates receivable and a reduction of cost of products sold,
with a corresponding payable for the amounts of the rebates to be remitted to those unaffiliated clients in accordance with their
contracts and recorded in the Consolidated Statements of Operations as a reduction of product revenue. Cost of products sold
also includes the cost of personnel to support the Company’s transaction processing services, system sales, maintenance and
professional services.

Cash, Cash Equivalents and Investments

Cash and cash equivalents are highly liquid investments having an original maturity of three months or less. The fair value of
cash and cash equivalents approximates their carrying value because of the short maturity of the instruments.

Investments with maturities of less than one year are classified as short-term. Because of regulatory requirements, certain
investments are included in long-term investments regardless of their maturity date. The Company classifies these investments
as held-to-maturity and reports them at amortized cost. Substantially all other investments are classified as available-for-sale and
reported at fair value based on quoted market prices, where available. Equity investments, with certain exceptions, are measured
at fair value with changes in fair value recognized in net earnings.

The Company excludes unrealized gains and losses on investments in available-for-sale debt securities from net earnings and
reports them as comprehensive income and, net of income tax effects, as a separate component of equity. To calculate realized
gains and losses on the sale of debt securities, the Company specifically identifies the cost of each investment sold.
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