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I, Jonathan M. Hendrickson, am a Consulting Actuary with Milliman, Inc. | am a Fellow of the Society of
Actuaries. | am also a Member of the American Academy of Actuaries and meet its qualification standards
for rendering this opinion. | have been retained by Banner University Family Care (BUFC) to provide a
certification that the non-benefit costs bid submissions for the Expansion of the Complete Care Contract
under the Arizona Health Care Cost Containment System (AHCCCS) meet the requirements of 42 CFR
438.5 (e).

The purpose of this certification is to comply with the Instructions to Offerors contained in the Expansion of
the AHCCCS Complete Care Contract Request for Proposal (including amendments through the date of
this certification) issued by AHCCCS. This certification may not be appropriate for other purposes.

The non-benefit costs to which this certification applies are attached in AHCCCS’s required Non-Benefit
Costs Bid Submission workbook for BUFC’s Best and Final Offer (BAFO). The administrative non-benefit
costs apply to the period October 1, 2022 through September 30, 2027.

It is my opinion that the attached non-benefit cost components are adequate to fund administrative
expenses for BUFC during the time period for which they are intended, for the Expansion of the Complete
Care Contract as outlined in the RFP. If the Expanded Complete Care program were to change materially
from that described in the RFP, the attached rates may not be adequate. In addition, | am relying on
AHCCCS'’s statement that the medical cost component of the capitation rate will be “actuarially sound” as
defined in the RFP, its amendments, and ASOP 49 “Medicaid Managed Care Capitation Rate Development
and Certification”.

Development of the Non-Benefit Costs
BUFC developed the projected non-benefit costs provided in the Non-Benefit Costs Bid Submission
workbook. | reviewed the methodology and assumptions and found them to be reasonable.

The non-benefit costs were developed based on financial statement information from AHCCCS, non-benefit
expense costs from BUFC’s ACC and ALTCS contracts, and compensation estimates from BUFC’s HR
system. Adjustments were made for trend, expected new FTEs, and input from senior management on
strategic initiatives.

Reasonableness of the Non-Benefit Costs

In forming my opinion, | performed several reasonableness tests. While performing these tests, | relied on
BUFC'’s description of the process used to develop the estimates, BUFC’s budgeted amounts, and the
Supplemental data provided by AHCCCS.

1) | compared BUFC'’s projected non-benefit costs to audited CY2019 and CY2020 financial statements of
current RBHA contractors in Arizona. | also compared the projected non-benefit costs to the amounts
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AHCCCS is paying current RBHA contractors in their CY2021 and CY2022 capitation rates in the South
region.

2) | compared the anticipated administrative costs to projected medical and behavioral claim cost levels
under the RBHA portion of the Expanded Complete Care contract. In doing so | relied on claim cost
information provided in the AHCCCS Supplemental data. | projected claims costs accounting for:
programmatic and fee schedule changes; efficiency gains; completion; and overall trend.

| further considered the anticipated impact of the combined ACC-RBHA risk corridor. This included potential
risk corridor payable or receivable amounts under the ACC contract in the absence of the ACC-RBHA
combined contract, and the anticipated impact of the additional ACC-RBHA experience on the overall
projected risk corridor payable or receivable amounts.

3) | also conducted scenario testing around various assumptions relating to claims trend, revenue trend,
and administrative cost variability vs bid.

After examining the budget and conducting the tests described above, | have found BUFC’s projected
administrative costs to be reasonable.

Caveats

My determination is based on a review of the claim experience and other information provided by AHCCCS;
administrative cost development and budget information provided by BUFC; and my professional judgment.
In performing my analysis, | relied on data and other information provided by AHCCCS and BUFC. | have
not audited or verified this data and other information. If the underlying data or information is inaccurate or
incomplete, the results of my analysis may likewise be inaccurate or incomplete.

| performed a limited review of the data used directly in our analysis for reasonableness and consistency
and have not found any material defects in the data. If there are material defects in the data, it is possible
that they would be uncovered by a detailed, systematic review and comparison of the data to search for
data values that are questionable or for relationships that are materially inconsistent. Such a review was
beyond the scope of my analysis.

The administrative costs and underwriting gains in the attached bid submission sheets are estimates only
and include assumptions regarding future experience. In my opinion, the assumptions used are applicable
for the purpose of this certification and are reasonably related to the experience of BUFC and/or experience
provided by AHCCCS and to reasonable expectations. Actual results will differ from the figures indicated in
the final offered rates to the extent that future plan experience deviates from expected experience.

Actuarial methods, considerations, and analyses used in forming my opinion conform to the appropriate
Standards of Practice as promulgated by the Actuarial Standards Board, whose standards form the basis
of this statement of opinion.
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