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First Priority Life Insurance Company — Small Group Plans

Rate Request filing ID # HGHM-134089349 — This document is prepared by the insurance company
submitting the rate filing as a consumer tool to help explain the rate filing. It is not intended to describe
or include all factors or information considered in the review process. For more information, see the
filing at https://www.insurance.pa.gov/Consumers/HealthinsuranceFilings/Pages/ACA-Health-Rate-
Filings.aspx

Overview
Initial requested average rate change: 12.92
Revised requested average rate change: 8.56%
Range of requested rate change: 4.62% to 10.89%
Effective date: January 1, 2025
Mapped members: 6,238
Available in: Rating Area 3
Key Information How it plans to spend your premium!
Jan. 2023-Dec. 2023 financial experience This is how the insurance company plans to
spend the premium it collects in 2025
Premiums $56,481,705 .
Claims $49,082,126 Claims: 90%
Administrative Expenses $3,712,409 Administrative: 8%
Taxes & Fees $978,436 Taxe.s & Fees: 2%
Profit: 0%

Insurers made (after taxes) $2,708,734

The insurer expects its annual medical costs to increase 6.2%.
Our Decision

The insurer requested an average 12.92 rate change in the small group market for enrollees in
current 2024 plans who will continue coverage with the insurer in 2025. The insurer later
revised its rate filing to request a rate change of 8.56% due to revisions made during the
Department’s standard review. The statewide average rate increase request across all insurers
is 7.6%.

For each requested plan, the Department reviewed the contract to see if the plan included all
the benefits required by state and federal law, if the rates were reasonable in relation to the
benefits, and if the insurer would be able to pay projected claims and expenses. The
Department also considered factors such as the insurer’s revenues, medical and administrative

! Due to rounding, the percent total, in How it plans to spend your premium section, may not sum to 100%.
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costs, actual and projected profits, and past rate changes, as well as the effect the 2025 rate

change would have on Pennsylvania consumers.

. pennsylvania

The Department notes that the 2025 rates have increased by an average of 7.6% compared to
the 4.1% average increase approved in 2024. Insurers have cited the following as key drivers of
these rate changes:

e Increased hospital, physician, and prescription drug costs;

e Increased anticipated subscriber usage;

e Changes in anticipated risk adjustment amounts (money from a federal program that
redistributes funds from plans with lower-risk enrollees to plans with higher-risk
enrollees);

e Increased administrative expenses; and

e The base experience claims deviated from expected claim levels.

The resulting average final rate change approved for this insurer is 8.56% ranging from 4.62% to
10.89%.

General Note: An insurer may not increase your rates more than once in a calendar year. Due to
insurer movement between counties, employers are encouraged to shop around and compare plans.
The change in premium for a specific individual or employer may vary from the average rate
change shown in this summary due to plan-specific factors, like the benefit package and
provider network used by the plan, as well as four factors specific to the individual or
employer/employees: geographic location, age, tobacco use, and family size.
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What we consider

Premium is made up of three parts: medical claims, administrative expenses, and profit or loss. We
review all of the information in rate filings for individual and small group health plans, including the
plans’ medical claims, administrative expenses, and projected profit or loss.

A key component used to calculate projected claims is medical trend. Medical trend is the change in
claims costs over a specific period of time—usually one to two years—and is often based on both the
company’s past claims costs and what they expect to spend on claims in the future.

Administrative expenses are any expenses not related to the cost of medical claims; including, but not
limited to, employee salaries and benefits, the cost of the company’s office and equipment, customer
service, appeals costs, taxes, agent commissions, etc.

The company’s projected profit (or contribution to surplus) is a small part of the premium. The
reasonableness of the projected profit may depend on the company’s current surplus level and other
factors.

Federal law requires health insurance companies to have a medical loss ratio (MLR) of at least 80%. This
means that your insurance company must spend at least 80% of your premium dollars on medical care
and activities that improve the quality of care. If your insurance company spends less than 80% on
medical care and quality improvement then the company must give you money back in the form of a
rebate. A medical loss ratio of 80% indicates that the insurer is using the remaining 20 cents of each
premium dollar for administrative costs and profits. The Department does not approve rates in this
market that appear likely to result in an MLR of less than 80%.
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Glossary

Annual rate change: Companies normally file a rate change each year due to their medical claims
experience. The annual rate request may or may not include benefit changes.

Average rate change: The average amount rates will change for all enrollees.

For individual health plans: How much your premium will change depends on your age, where you
live, how many family members are covered on your plan, whether or not you or your family
members smoke and which benefits you choose

For small employer health plans: The employer’s premium will vary based on their employees’ age,
the employer’s location, their employee’s family size, and the benefits they choose.

Claims/Medical Costs: What the health plan spends on direct medical services including hospital
stays, providers, and prescription drugs.

Individual Plans: Insurance you buy from an insurance company for yourself and/or your
dependents; not insurance you get from your employer.

Premium: Under federal law, insurance companies can take into account only four factors when
varying your rate in order to set the premium costs you will be charged each month. These four
factors are:

e Age: Older people can be charged up to 3 times more for premiums than younger people.

e Geographic location: Where you live has a big effect on your premiums. Competition, local
regulation, and cost of living in different areas account for this.

e Tobacco Use: Insurers can charge tobacco users up to 50% more than those who don’t use
tobacco.

e Individual vs. family enrollment: Insurers can charge more for a plan that covers a spouse
and/or dependents.

Profit: The amount of money remaining after the company’s claims, administrative expenses, and
taxes and fees are paid.

Rate: The rate is the base amount that an insurance company charges a person. An insurance
company can increase the base rate depending on four factors in order to calculate the monthly
premium that a consumer will be charged. See “Premium.”

Rating Area: Federal law requires that each state have a set number of geographic areas that all
insurance companies may use to adjust how much they charge consumers. When insurance
companies calculate premiumes, all enrollees within a rating area will have the same adjustment
factor applied. Depending on the rating area you live in the prices you pay may be higher or lower
than the state average. Pennsylvania has 9 rating areas. (See the Pennsylvania Geographic Rating
Area Map below.)
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Small Group Plans: Small group plans are those sold to employers with 1-50 employees.

Surplus: An insurer’s funds on hand for which the company has no corresponding liabilities. Insurers
maintain a surplus so that they have sufficient funds to withstand adverse business conditions such
as unexpectedly high medical claims or low enrollment, and in order to make investments in
infrastructure and technology.
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Pennsylvania Geographic Rating Areas
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August 21, 2024

Ms. Lindsi Swartz, MBA, MCM, Director — Accident and Health Rate and Policy Form Review
Bureau of Life, Accident & Health Insurance

Commonwealth of Pennsylvania Insurance Department

1311 Strawberry Square

Harrisburg, PA 17120

Re: First Priority Life Insurance Company (FPLIC) 2025 ACA Rate Filing (Small Group Market)
FPLIC Filing # 1A-SG-FPLIC-2025 (SERFF Filing # HGHM-134089349)

This constitutes Notice pursuant to Section 707 of the Pennsylvania
Right-to-Know Law that the attached First Priority Life Insurance
Company 2025 Small Group Market Rates Filing contains Trade Secret
and Confidential Proprietary Information. Therefore, First Priority Life
Insurance Company must, prior to the release of any portion of this Filing,
be notified of any request by a third party for access to this Filing, and the
Trade Secret and/or Confidential Proprietary Information identified by
First Priority Life Insurance Company should be redacted before release.

Dear Ms. Swartz:

This Filing includes First Priority Life Insurance Company (FPLIC) (NAIC # 60147; HIOS
Issuer ID # 55957) Small Group Market Off-Exchange ACA rates and the supporting rate
development for policies with effective dates on or after January 1, 2025.

The Company has made the following changes to the initial rate filing in response to the
Department’s objection letter dated August 12, 2024:

e The Rate filing has been updated to use calendar year 2023 data with run-out through the end of
May 2024.

e The initially proposed Risk Adjustment Transfer projection for 2025 of S111.84 PMPM has been
updated to 5130.39 PMPM.

e The 3.5% increase in the average wholesale price of drugs in January 2025 that is assumed in the
Company'’s drug trend development has been revised to 2.625%.

These changes have collectively resulted in a decrease in the requested rate change from a
12.9% increase to an 8.6% increase.

19 North Main Street « Wilkes-Barre PA 18711-0302
Highmark Blue Cross Blue Shield and First Priority Life are independent licensees of the Blue Cross and Blue Shield Association
LHP-346 (5-16)
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In the event the Department decides to publish this Filing in the PA Bulletin, the company
information requested as per the Department’s 2025 ACA-Compliant Health Insurance
Rate Filing Guidance, Section B, is provided below:

1.

10.

1.

Company Name & NAIC #: First Priority Life Insurance Company, NAIC # 60147
(“Company”)

Market: Small Group (“Market™)

On or Off Exchange: This Company’s products are offered Off Exchange only

Effective date of coverage: January 1, 2025

Average rate change requested: 8.6% increase

Range of rate change requested: 4.6% to 10.9%

Total additional annual revenue generated from the proposed rate change: $4,049,695
Product(s): PPO

Rating Areas and the change from 2024: Region 3 (Northeastern PA only)

There are no changes in our covered Rating Areas from the 2024 rate filing.

Metal Levels and Catastrophic Plans: This filing reflects that the Company anticipates

selling the following Metal Levels of coverage in the indicated Market: Platinum, Gold,
Silver, and Bronze

Current number of covered lives and of policyholders as of February 1, 2024: 6,238 covered
lives; 3,973 policyholders

12. Number of plans offered in 2025 and the change this represents from 2024: 60

The Company offered 56 plans in 2024. For 2025, the Company is renewing 56 plans and
offering 4 new plans in the Market.

Please note that inclusion of premium rates in this filing for a given offering should not be
construed to mean that the offering will ultimately be made available for sale in the market.
Final offering decisions will be made consistent with and within the timelines set forth in
CMS rules and/or ACA regulations.
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13. Corresponding contract form number, SERFF and Binder ID numbers: The corresponding
SERFF binder number is HGHM-PA25-125117895 affecting the following Company
products and forms:

Product Name / Type Contract Form & SERFF #

BlueCare PPO CERT-FPLIC-BC-PPO-SM-2025; HGHM-134065987
Lehigh Valley Flex PPO Qualified CERT-FPLIC-LV-HDHP-SM-2025; HGHM-134066047
Affordablue CERT-FPLIC-AB-COMP-SM-2025; HGHM-134066039
BlueCare Qualified CERT-FPLIC-BC-HDHP-SM-2025; HGHM-134066007
Lehigh Valley Flex Blue PPO CERT-FPLIC-LV-PPO-SM-2025; HGHM-134066051
BlueCare Custom PPO CERT-FPLIC-BCUST-PPO-SM-2025; HGHM-134066027
BlueCare Custom HDHP CERT-FPLIC-BCUST-HDHP-SM-2025; HGHM-134066186

14. HIOS Issuer ID # and submission tracking number: HIOS Issuer ID # 55957, Company
Filing # 1A-SG-FPLIC-2025 (SERFF Filing #HGHM-134089349)
Additional Filing Disclosures

The Company has submitted all Required Documents stipulated by the Department, including
the federal documents related to this filing, in its SERFF submission. In addition to the Required
Documents, the Company has submitted a Supplemental Exhibits file containing additional
detailed exhibits on items referenced in the PA Actuarial Memorandum. All tables, exhibits, and
detail in support of this filing and the PA Actuarial Memorandum have been included in Excel
format. For the Department’s benefit, the Excel files have retained their formulas to the extent
possible.

CMS has instructed issuers that it no longer requires any interim changes to the URRT to be
submitted.

Modifications to the rate development may be necessary if significant unforeseen events

occur. Examples include, but are not limited to, changes in legislation/regulations (including
rules, regulatory guidance, etc.), material provider contracting changes, or changes in the
participation of QHP issuers that would materially impact risk adjustment transfer amounts. As
a result, the Company reserves the right to submit a revised filing.

Request for Confidentiality

Please note that the rates and the supporting rate development contained in this Filing are
competitively sensitive, are not in the public domain, and constitute business confidential
proprietary/trade secret information that would cause harm to the competitive position of First
Priority Life Insurance Company if disclosed to the public.

Public disclosure of any information contained in this Filing would allow First Priority Life
Insurance Company competitors to better understand or discover its confidential and proprietary
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rating, pricing and/or marketing practices, would undermine competition in the Small Group
market, and could have negative consequences for the operation of First Priority Life Insurance
Company’s business. Therefore, First Priority Life Insurance Company asserts that this Filing,
in its entirety, constitutes Trade Secret and Confidential Proprietary Information and should not
be disclosed.

It is our understanding that the Department does not intend to publish the confidential and
proprietary information contained in this Filing or to otherwise permit this Filing and its
confidential information, other than the redacted information and final approved rates, to be
disclosed or released.

Furthermore and pursuant to the Pennsylvania Right-to-Know Law (“RTKL”), First Priority Life
Insurance Company must be notified prior to release of information contained in this Filing and
be given the opportunity to respond to requests for such information. Should the Department
receive such request or require the release of information contained in this Filing for its own
purposes, First Priority Life Insurance Company asserts its right to release a redacted version of
the Filing. In accordance with the RTKL, please contact the First Priority Life Insurance
Company RTKL representative identified below prior to release of any information contained in
this Filing:

Jill Rosengren, Esq.

RTKL Representative

Director Privacy & Data Ethics
120 Fifth Avenue, Suite 2114
Pittsburgh, PA 15222

Furthermore, it should be noted that First Priority Life Insurance Company is equally concerned
that even if this information is released in aggregate form, it still may be easy to identify the
carrier that submitted it.

Should you have any questions regarding the attached Filing, please feel free to contact me at
(412) 544-0185 or via e-mail at: nicholas.sarneso@highmark.com.

Sincerely,

/

Nicholas Sarneso, FSA, MAAA
Director, Actuarial Services
Highmark Inc.
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cc: Tija Hilton-Phillips, Esq.
William R. Sarniak
Dave Petruzzellis
Michael Ridler



Pennsylvania Actuarial Memorandum

Notable Changes from 2024

Plan offering changes:

e Four new plans have been added for 2025, two of which are a new plan design and the other two
are existing plan designs now available on the Custom PPO network.

1. Basic Information and Data

A. Company Information (Table 0)

Table 0 of the PA Actuarial Memorandum Exhibits has been completed as per the instructions. Please
refer to the Excel file “PY25.PAActuarialMemorandumRateExhibits_FPLIC_08212024” submitted with this
filing containing the department’s required tables. General information pertaining to this rate filing is
summarized below:

e Company Name: First Priority Life Insurance Co. (“FPLIC”, “Company”)

e NAIC#: 60147

e HIOS Issuer ID: 55957

e State: Pennsylvania

e Market: Small Group

e Rating Area: Pennsylvania Rating Regions 3

e Effective Date: 1/1/2025

e SERFF Rate Filing #: HGHM-134089349

e Current number of covered lives and of policyholders as of February 1, 2024: 6,238 covered lives;
3,973 policyholders

e Metal Levels: Platinum, Gold, Silver, Bronze

This filing assumes that there will be no significant changes in legislation, regulations or otherwise (i.e.
rules, regulatory guidance, etc.) impacting the ACA market subsequent to the filing date, and that there
are no significant changes in the participation of QHP issuers that would materially change the company’s
expected liabilities. This filing also assumes that transitional plan coverage will be available in the
Pennsylvania Small Group market through 2025. Modifications to the rate development may be necessary
if significant unforeseen events occur. Examples include, but are not limited to, repeal or invalidation of
the ACA. As a result, FPLIC reserves the right to submit a revised filing.

B. Rate History and Proposed Variations in Rate Changes
The most recent three years of historical rate changes in the Pennsylvania Small Group Market for the
Company are as follows:
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Period Avg. Increase SERFF ID#
2024 3.5% HGHM-133644720
2023 0.9% HGHM-133250225
2022 -0.2% HGHM-132831354

The rate changes vary by plan due to changes in the allowable plan level base rate components (pricing

actuarial factors, geographic rating factors, network discounts, and administrative charges). These

components are re-evaluated each year to keep pace with market changes and changes in health care

costs. For 2025, the Company’s proposed rate revisions vary by plan according to the detail presented in
the URRT, Worksheet 2, and the PA Rate Template Table 10.

C. Average Rate Change

The average rate change from Table 11, Cell AN13 is 8.6%. The rates shown in Table 11 apply the

Geographic Area Factors to the Table 10 calibrated index rates.

The Company’s estimate of the drivers of the rate change is provided below:

Drivers of Rate Change Factor
a. | Base Claims Experience 15.4%
b. | Morbidity -0.3%
c. | Non-System Claims -1.1%
d. | Risk Adjustment -7.3%
e. | Projection Year Trend -0.4%
f. | Benefit Pricing, Benefit Richness, & Network 3.9%
g. | Retention (Admin, Taxes, and Fees) -0.5%
h. | Total h=(1+a)*(1+b)*(1+c)*(1+d)*(1+e)*(1+f)*(1+g)-1 8.6%

a) Base Claims Experience represents projected 2023 claims from the 2024 filing vs actual 2023

experience. Base Claims are based on Allowed BEP claims adjusted for paid-to-allowed factors and benefit

richness.

b) Morbidity represents the change in morbidity from the 2024 to the 2025 filing.
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c) Non-system claims factor represents the change in non-system claims from the 2024 to the 2025 filing.
Non-system claims include claims processed outside the Company’s claims system, such as Rx rebates and
settlements.

d) Risk Adjustment represent the change in impact of risk adjustment from the 2024 filing to the 2025
filing.

e) Projection Year Trend represents the change from the 2024 rate filing trends to the 2025 rate filing
trends.

f) Benefit Pricing, Benefit Richness, & Network represents the change in expected paid-to-allowed ratios
and benefit richness factors in the 2025 product portfolio vs the 2024 product portfolio as well as changes
in network factors from the 2024 filing to the 2025 filing.

g) Retention represents the change in Retention (admin, taxes, fees) from the 2024 to the 2025 filing.

For comparison, the change in 21-year-old non-tobacco premium PMPM calculated in Table 10, Cell AC15,
is 8.6%.

The primary drivers of the 8.6% rate increase can be seen in the Table 8 results of the Pennsylvania
Actuarial Memorandum exhibits.

D. Membership Count (Table 1)

Table 1 has been completed according to the instructions with the average age, age breakdown and total
number of members or member months, as indicated in the table. For the 2/1/2024 data, this table
reflects all the Company’s Small Group ACA enrollment, including enrollment from 2023 and 2024 plan
year plans.

E. Benefit Changes

Some plan designs were changed due to a re-evaluation of benefit designs and marketing considerations.

For the 2025 plan year, there were no benefit changes necessary to the Company’s plans to cover the
benefits contained in the state’s Essential Health Benefit (EHB) benchmark plan.

F. Experience Period Claims and Premium (Table 2)

Please see Table 2 for the experience period data for the most recent calendar year, for the Company and
Market. The experience period paid claims data represents the 2023 calendar year results for all
Affordable Care Act compliant policies in the single risk pool, with run out through May, 2024 (2 months).
This data is consistent with the data reported in Section | of Worksheet | of the URRT (see below
commentary). As per the 2025 ACA Rate Filing Guidance, transitional policy experience was not included
in either the Table 2 or Table 4 data.

The components of this exhibit were developed as follows:

e The Earned Premium represents actual revenues earned in the experience period.
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e The Allowed Claims represent the Company’s best estimate of the total claims prior to member

cost sharing incurred during the experience period. The Allowed Claims include:

o Two months of run out from the end of the experience period,

o Claims processed outside of the Company’s claims system (e.g., settlements), and

o The Company’s best estimate of claims incurred but not paid as of the end of the run-out

period.

Note that the Incurred Claims and Allowed Claims presented in the URRT are net of the
Prescription Drug Rebates on their appropriate basis, while Table 2 has the Prescription Drug
Rebates separately identified and grossed up by the experience period paid to allowed ratio. As
per the URR instructions, Allowed Claims do not include reinsurance recoveries or pooling
charges, nor do they include quality incentive payments.

e Prescription Drug Rebates are used to reduce the level of Incurred Claims in the experience
period. However, for entry into Table 2, the Prescription Drug Rebates are grossed up by the
experience period paid to allowed ratio since they are ultimately used to reduce allowed claims.
This allows for the Table 2 results to feed into Table 5 without adjustment, but it does cause the
calculated loss ratio in Table 2 to be slightly mis-stated.

o There are no non-EHB benefits or costs in the experience period.

e The EHB coverage for pediatric vision benefits are provided by the Company’s vision coverage
vendor under a capitation arrangement. These costs are $0.56 PMPM uniform across each
member in the experience period and are reflected in Table 2 under the Total EHB Capitation
section, where the capitation rate that the Company actually paid is grossed up by the experience
period paid to allowed ratio, to get the capitations on an allowed claims basis. This further causes
the calculated loss ratio in Table 2 to be slightly mis-stated.

e The Estimated Risk Adjustment represents the Company’s final 2023 risk adjustment transfer
amount.

o The calculated loss ratio is 86.9%. This number is slightly below the actual loss ratio due to the
adjustments to prescription drug rebates and capitations described above.

G. Credibility of Data (Tables 2b, 3b, 4b)

The Company has employed a credibility methodology consistent with ASOP #25 to determine the
appropriate level of credibility to be assigned to the base experience period data. The assigned credibility
level has been determined by referencing published studies from the Society of Actuaries (SOA), most
notably “A Practical Approach to Assigning Credibility for Group Medical Insurance Pricing (December
2015)%,” as well as utilizing actuarial judgment in consideration of the Company’s base experience period
and projection period computations. Employing the conclusions confirmed in the referenced SOA study,
the Company has established a full credibility threshold of 2,000 average members for the experience
period. As the average members from the experience period membership for the active population for
this Company is 5,552, full credibility has been assigned to the base experience period.

H. Trend Identification (Table 3)
Table 3 identifies the annual medical and prescription drug allowed claims cost and utilization trends, as
requested by the Pennsylvania Insurance Department. The definitions of service categories, cost, and
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utilization in Table 3 are consistent with the URRT instructions. The numbers entered in the Cost and
Utilization columns are consistent with those entered in Worksheet |, Section 2 of the URRT, except as
noted below.

To arrive at the trend assumption, the experience period cost and utilization data were pulled from the
Company’s claims systems by the defined benefit categories. The trend development uses a projection of
allowed claim PMPMs that takes into account many factors, including the Company’s expectations of
changes in in-network provider contracting levels, changes in out-of-network costs, changes in utilization
from medical management programs, and changes in drug costs from impacts such as generic drug
development and new drug treatments. To reflect the impact of provider contracting on trend, changes
in in-network provider contracting levels, either known or anticipated, are factored into the cost
component of trend using detailed analysis of the impact on claim levels from each material provider
arrangement.

The allowed claims used for the development of the trend are adjusted and normalized to obtain a claim
basis appropriate for trend development. These adjustments include changes for in-network provider
contracting levels, changes for out-of-network costs, changes in utilization from medical management
programs, and changes in drug costs from impacts such as generic drug development and new drug
treatments. In addition, the trend estimates normalize for benefit leveraging, population aging, changes
in fee schedules, and external trend drivers. The projection of claim costs into the rating period utilizes
the same categories of adjustment factors, adjusts for seasonality, and uses a statistical regression of
historical trend levels to project monthly claim levels. This normalized and adjusted claim progression is
then used to provide the basis for the Company’s trend regression model, which will be used to establish
the Company's rating trend.

The regression trend model is used to smooth out noise in the historical claim levels and to provide an
appropriate jumping off point for projected claim levels. Using the factors discussed above to adjust
projected claim levels, an appropriate assumption for trend was established using the experience period
claim levels as the starting point. Since historical experience would encompass the expected coverage
and demographic makeup of the membership, historical claim levels, adjusted for these factors and
projected forward, would represent the best estimates of trend for this block of business.

For the rate development, the Company uses the aggregate claim trend for all types of service, applied to
the experience period. This is done so that the combined trend is reasonable in consideration of the
various pricing trend components and the overall anticipated trend level. Based on a review of the
projected normalized annual trends for 2024 and 2025, an overall claim trend of 6.5% (4.9% cost; 1.5%
utilization) was selected for the 2025 rate development. Please refer to the “Trend Support” exhibit in the
“2025 Supplemental Exhibits — FPLIC_08212024.xlIsx” file showing the historical and projected normalized
claim values for the Company’s trend determination, along with the Company’s proposed base medical
and drug claim trend.

In addition to the base medical and drug claims trend discussed above, the trend illustrated in Table 3
reflects changes in anticipated costs for claims processed outside of the Company’s claims system,
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including Rx rebates and settlements. After the trends for the claims processed outside the Company’s
claims system are weighted in with the base medical and drug claim trend, we arrive at a trend of 6.2%
(4.8% cost; 1.3% utilization), as seen entered in for the Year 2 trend on URRT Worksheet 1. This trend is
the trend entered into Table 3 for non-capitated services.

Capitation rates are provided by our vision provider, and as such, their trend is handled separately from
the other benefits. The capitation trend rate is -2.82%.

The quarterly rate trends are developed so that the resulting rates more appropriately reflect the claim
costs and administrative charges expected in the quarterly rating periods, including the distribution of
renewals expected within a rating quarter. Please see the “Quarterly Trend Support” tab in the “2025
Supplemental Exhibits — FPLIC_08212024.xlIsx” file, which develops each quarterly trend factor from the
annual trend assumption.

I. Historical Experience (Table 4)

Table 4 presents the most recent 48 months (4 calendar years) of Company data with run-out through
February 2024. Paid and allowed claims are sourced from detailed claim records. The data in table 4
excludes capitations, settlements, and other claims paid outside of the system since that data is not
considered in developing trend assumptions. The claim add-ons excluded are projected independently.
The Table 4 data ma