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 Highlights — North Carolina and Oklahoma are the latest states to request minimum 
MLR waivers, with North Carolina asking for a 72% individual MLR that would reduce 
$12 million in rebates to about $4 million. We also run through the second quarter 
statutory filings from Centene and WellCare. Centene’s Medicaid results were aided 
the most by Texas and Indiana in the quarter, while WellCare saw a big benefit from 
favorable prior year development in Florida, Georgia, and Hawaii.  

 Managed care stocks underperformed the market this week — The managed care 
group was down 1.9% through Thursday's close, underperforming the S&P index, 
which fell 1.5%. The Medicare plans performed the best this week, as the group was 
down only 0.1%. Year to date, the Medicare group is up 37.2%. 

 Stocks of the week — Universal American was the best performing stock through 
Thursday's close, rising 2.8%, while AMERIGROUP underperformed the most, 
declining 6.5% for the week. WellCare has done the best year to date, increasing 
46.1%, while Triple-S has struggled the most, falling 15.4%. 
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Aetna (AET), AmeriHealth Mercy, Arkansas Blue Cross Blue Shield, Assurant, Blue 
Cross and Blue Shield of North Carolina, Blue Cross Blue Shield of Florida, Blue 
Cross Blue Shield of Kansas, Blue Cross Blue Shield of Massachusetts, Blue Cross 
Blue Shield of Michigan, Blue Cross Blue Shield of Minnesota, Blue Cross Blue 
Shield of Nebraska, Blue Shield of California, Centene (CNC), CIGNA (CI), 
Community Health Solutions, Coventry (CVH), Fallon Community Health Plan, 
Florida Health Care, Harvard Pilgrim Health Plan, Health Alliance, Health Care 
Service Corp, Healthplan Holdings, Inc, Healthplan Holdings, Inc, HealthSpring 
(HS), Humana (HUM), MedSolutions, Monarch HealthCare, Mutual of Omaha, 
Regence Blue Cross, UnitedHealth (UNH), WellCare (WCG), and WellPoint (WLP). 

North Carolina's Minimum MLR Waiver 
Request 

On September 6th, the state of North Carolina submitted a request to HHS asking 
for an individual minimum MLR adjustment to 72% in 2011, 74% in 2012, and 76% 
in 2013, instead of the federal requirement of 80%. Based on 2010 results, if the 
80% minimum loss ratio had applied, the state estimates plans would have owed 
$12.1 million in rebates, led by Coventry ($3.7 million), UnitedHealth ($3.1 million), 
and Assurant ($2.6 million). If the 72% minimum MLR is granted, it will reduce 
rebates to $4.2 million, depriving consumers of around $8 million in rebates. 
Coventry would be the biggest beneficiary, as their rebate amount would drop $3 
million, while the rebate at Assurant would drop $1.7 million. United would benefit as 
well, with their rebate dropping $1.5 million.  

Oklahoma has also requested a minimum MLR waiver, and they would like to see 
the minimum loss ratio at 65% in 2011, 70% in 2012, and 75% in 2013. The 
applications from both North Carolina and Oklahoma have yet to be posted to the 
HHS website, but we’re able to do an analysis on North Carolina’s request because 
they also made the application information available on their insurance department 
website.  

Like many states, the individual market in North Carolina is dominated by the local 
Blue Cross plan, which has a market share of more than 80%, amounting to more 
than 337,500 lives. The remainder of the business is pretty fragmented. Coventry 
(WellPath) is the second largest plan, with a 4.5% share (18,600 lives), followed by 
UnitedHealth (Golden Rule), with a 2.9% market share (12,000 lives). Humana, 
Aetna, and Centene (Celtic) each have about 1% market share in North Carolina, 
with about 4,000-5,000 lives.  

Looking at the reported medical loss ratio, every plan in the market reported a loss 
ratio below 80% with the exception of Blue Cross Blue Shield of North Carolina, 
where the loss ratio was 97.9%. It’s worth noting that their loss ratio was negatively 
impacted by a $156 million rebate to individual customers that North Carolina gave 
this year. Absent that, the loss ratio at the Blue would have been just under 80%. Of 
course, all plans are eligible for a number of adjustments to their loss ratio for the 
purpose of the minimum MLR calculation, including credibility, tax, and SG&A 
adjustments, and these adjustments are generally significant, particularly the 
credibility adjustments, since most plans don’t enroll that many lives.  

The insurance commissioner surveyed the plans, and not surprisingly, Blue Cross 
Blue Shield of North Carolina was the only one not in favor of the minimum MLR 
waiver. Although none of the plans in the market have chosen to exit, a few have 
stopped marketing new individual plans to members, while a couple smaller plans 
have indicated they would consider leaving the market if a waiver isn’t granted.  

Weekend Update 
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From a broker perspective, the state reported that Coventry reduced its 
commissions on first year policies from 27% to 14% and from 7% to 4% on 
renewals, while CIGNA cut first year commissions from 20% to 12%. Centene cut 
commissions by 50%, and is reportedly considering additional commission cuts. 
Humana intends to reduce their commission payments 30% by 2012.  

In 2010, on a reported basis, six of the fifteen individual plans with more than 1,000 
lives reported an underwriting loss, including the $118 million loss reported by Blue 
Cross because of their $155.8 million rebate. Three of these six plans would still be 
subject to a rebate based on their 2010 MLR, despite losing money. Of the 
profitable plans, three would have turned the underwriting gain into a loss because 
of the rebate, including Assurant, Coventry, and Humana. The state estimates that 
with an 80% MLR, nine plans (excluding Blue Cross) would have reported an 
underwriting loss.  

Figure 1. North Carolina Individual Insurance Market (2010) 

Market Reported Adjusted Rebate with Rebate with Rebate with Rebate with 
Company Members Share Premiums Expenses MLR MLR 72% MLR 74% MLR 76% MLR 80% MLR
BCBS of NC 337,545 82.3% $844,918,312 $827,480,540 97.9% 98.4% $0 $0 $0 $0
WellPath Select (Coventry) 18,612 4.5% $38,954,674 $24,811,256 63.7% 69.9% $777,548 $1,518,069 $2,258,591 $3,739,634
Golden Rule (UnitedHealth) 12,164 3.0% $22,830,683 $12,458,155 54.6% 64.7% $1,480,089 $1,885,593 $2,291,097 $3,102,105
Time Ins Co (Assurant) 9,788 2.4% $22,679,728 $13,611,069 60.0% 67.6% $932,893 $1,356,936 $1,780,978 $2,629,063
Humana 5,348 1.3% $9,420,984 $5,974,837 63.4% 71.6% $35,750 $214,499 $393,248 $750,746
Aetna 5,216 1.3% $10,824,309 $8,283,715 76.5% 87.2% $0 $0 $0 $0
Celtic (Centene) 4,322 1.1% $8,737,239 $5,926,830 67.8% 75.4% $0 $0 $51,031 $391,238
Mega Life & Health 3,541 0.9% $13,537,488 $8,069,664 59.6% 81.7% $0 $0 $0 $0
Mid West National of TN 3,322 0.8% $8,115,514 $4,577,625 56.4% 78.9% $0 $0 $0 $70,288
World Insurance Co 2,172 0.5% $5,914,819 $4,581,551 77.5% 87.6% $0 $0 $0 $0
National Foundation Life Ins 1,946 0.5% $2,434,366 $1,184,275 48.6% 58.9% $310,474 $357,875 $405,275 $500,077
American Republic Ins Co 1,927 0.5% $6,274,902 $4,655,439 74.2% 86.9% $0 $0 $0 $0
CT General Life (CIGNA) 1,628 0.4% $1,910,750 $1,267,296 66.3% 78.2% $0 $0 $0 $33,746
John Alden Life Ins Co 1,397 0.3% $4,024,332 $1,475,721 36.7% 52.7% $659,041 $727,335 $795,630 $932,218
American Medical Security 1,331 0.3% $4,096,225 $2,779,297 67.9% 81.9% $0 $0 $0 $0
Other 4,958 1.2%
Total 410,259 100.0% $1,004,674,325 $927,137,270 92.3% 94.6% $4,195,795 $6,060,307 $7,975,850 $12,149,115  

Source: National Association of Insurance Commissioners (NAIC), North Carolina Department of Insurance, Citi Investment Research and Analysis 

 

HHS has received a total of 17 minimum MLR waiver requests, and it has ruled on 
seven of them, fully approving 1 (Maine), partially approving four of them, and 
rejecting two requests (Guam and North Dakota). The next decisions from HHS are 
likely to be on Delaware and Georgia, while the Texas and Florida MLR waiver 
requests continue to be the most significant for the industry, although we don’t think 
either has a high likelihood of success.  

In our view, the North Carolina request isn’t unreasonable, and it has a lot of 
similarities to the New Hampshire waiver request that HHS partially approved earlier 
this year, in which HHS granted New Hampshire a 72% MLR in 2011, but required 
75% in 2012 and 80% in 2013. In New Hampshire’s case, while their overall market 
size is a lot smaller, it was dominated by a single plan, WellPoint, with a 70% 
market share, and the state argued that an 80% MLR could be a detriment to the 
smaller plans in the state.  

North Carolina's request can be found here: 
http://www.ncdoi.com/lh/Documents/HealthCareReform/MLR_Adjustment_Report.p
df  

http://www.ncdoi.com/lh/Documents/HealthCareReform/MLR_Adjustment_Report.pdf�
http://www.ncdoi.com/lh/Documents/HealthCareReform/MLR_Adjustment_Report.pdf�
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Figure 2. Minimum MLR Waiver Summary Request Chart 

Waiver Rebates
State Received Request Status Notes Avoided

Maine 12/16/2010 70% MLR, 2011-2013 Approved - 3/8/11 70% MLR, 2011-2013 $1.9

New Hampshire 1/12/2011 70% MLR, 2011-2013 Partially approved - 5/13/11 72% - 2011, 75% - 2012, 
80% - 2013

$6.7

Nevada 2/9/2011 72% MLR in 2011 Partially approved - 5/13/11 75% in 2011 $11.6

Kentucky 2/16/2011 65% - 2011, 70% - 2012, 
75% - 2013

Partially approved - 7/22/11 75% in 2011, 80% in 2012 $7.7

Florida 3/11/2011 68% in 2011, 72% in 2012, 
and 76% in 2013

Undergoing review for completeness $58.4

Georgia 3/17/2011 65% - 2011, 70% - 2012, 
75% - 2013

Undergoing review for completeness

North Dakota 3/18/2011 65% - 2011, 70% - 2012, 
75% - 2013

Rejected - 7/22/11 --

Iowa 3/21/2011 60% - 2011, 65% - 2012, 
70% - 2013

Partially approved - 7/22/11 67% in 2011, 75% in 2012 $4.6

Louisiana 3/29/2011 70% - 2011, 75% - 2012 Undergoing review for completeness

Guam 4/15/2011 65% MLR, 2011-2013 Rejected - 8/05/11

Kansas 4/29/2011 70% - 2011, 73% - 2012, 
76% - 2013

Undergoing review for completeness

Delaware 5/12/2011 65% - 2011, 70% - 2012, 
75% - 2013

Application complete - 7/11/11

Indiana 5/13/2011 65% - 2011, 68.75% - 
2012, 72.5% - 2013, 
76.25% - 2014

Undergoing review for completeness

Michigan 7/28/2011 65% - 2011, 70% - 2012, 
75% - 2013

Undergoing review for completeness $32.9

Texas 7/29/2011 71% - 2011, 74% - 2012, 
77% - 2013

Undergoing review for completeness $123.2

North Carolina 9/6/2011 72% - 2011, 74% - 2012, 
76% - 2013

Not yet posted to HHS site $8.0

Oklahoma 9/6/2011 65% - 2011, 70% - 2012, 
75% - 2013

Not yet posted to HHS site

 

Source: HHS and Citi Investment Research and Analysis 

Centene Stat Filing Review 

The better than expected results Centene reported in the second quarter appear to 
be driven primarily by the company’s largest market, Texas, and a big improvement 
in the Indiana loss ratio, based on our review of second quarter statutory filings. 
Overall, according to the Medicaid stats, the loss ratio improved 70 basis points 
sequentially and 80 basis points year over year to 84.4%. 

In Texas, the loss ratio improved 200 basis points sequentially, to 84.2%, 
contributing an incremental $7.5 million in gross profit relative to the first quarter. 
The improvement in Texas occurred despite Centene’s February 1 expansion of the 
ABD program to Dallas. This caused Molina’s loss ratio in the state to deteriorate by 
almost 400 basis points in the second quarter because of higher than expected 
medical costs, but Centene has a far bigger presence in Texas than Molina does, 
and the expansion doesn’t appear to have had a negative effective on the company, 
which is a positive sign for the company, since Texas just expanded its Medicaid 
population into some contiguous counties on September 1. Rates are falling in 
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Texas on September 1, so we don’t anticipate the loss ratio will get much better, 
although we also suspect that Centene’s rate in Texas won’t be down nearly as 
much as the 5.4% net reduction AMERIGROUP described, since it sounds as 
though more of Centene’s contracts with ancillary providers are tied to the state fee 
schedule and will adjust automatically to the lower rates.  

After Texas, Centene’s second largest market is Georgia, and it continues to be a 
fairly predictable and stable market for the company. AMERIGROUP’s loss ratio in 
Georgia deteriorated a bit in the second quarter because of some issues around 
retroactive membership eligibility, but in Centene’s case, this issue wasn’t a factor, 
as they’ve been accruing all along, and the Georgia loss ratio was 10 basis points 
better sequentially, at 83.0%.  

Indiana is a lot smaller than either Texas or Georgia, but it stood out in the second 
quarter, as the loss ratio in the state improved 1,000 basis points sequentially, to 
76.0%, adding $7.6 million in gross profit relative to the second quarter, or just as 
much as Texas contributed. Florida was also a positive contributor relative to the 
first quarter, as the loss ratio improved 380 basis points sequentially, but at 93.8%, 
the loss ratio is still bad enough that Centene is losing money on an absolute basis, 
largely because of the company’s much higher loss ratio in the state’s Reform 
counties, where reimbursement is a lot lower than in the other counties across the 
state.  

The biggest negative contributor to Centene’s earnings versus the first quarter was 
Ohio, where the loss ratio deteriorated 370 basis points, but it’s hard to make much 
of an issue here, since the loss ratio in Ohio was only 76.8%, so it remains a very 
profitable market for Centene, despite the state’s extremely high premium tax rate. 
As reported, the loss ratio deteriorated in Wisconsin by 140 basis points 
sequentially, to 91.4%. As has been the case for the last couple years, reported 
Wisconsin results are skewed by a hospital pass-through, which amounted to $14.1 
million in the first quarter and $9.9 million in the second. The adjusted loss ratio 
looks even worse for Centene, though, as the loss ratio deteriorated 300 basis 
points sequentially, to 89.1%. Gross profit from Wisconsin has fallen dramatically, 
both because of the higher loss ratio and the loss of the Milwaukee contract (almost 
60,000 lives) last fall.   

South Carolina remains a challenge for the company. There was some hope after 
the first quarter, since the loss ratio in South Carolina fell to under 84%, a big 
improvement relative to the nearly 90% loss ratio in 2010, but in the second quarter, 
the market reverted to form, with a loss ratio of 88.1%, a 420 sequential 
deterioration. Centene recently decided to exit from three counties (Spartanburg, 
Cherokee and Union), a decision that will cost them about 8,100 lives, although the 
sequential drop in membership may not be that big in the third quarter, since the 
state is still in the process of converting its remaining PCCM (primary care case 
management) lives to managed care plans.  

Lastly, in Centene’s newer markets, results were about as expected. Centene 
began enrolling members in Mississippi in the first quarter, but because of some 
technicalities, it didn’t start reporting the enrollment, premiums, or medical expenses 
until the second quarter. In the stat filings, results are broken out by quarter, and it 
shows that Centene had a loss ratio of 87.6% in the first quarter, and 87.2% in the 
second quarter. The consistency of the loss ratio isn’t surprising, considering that 
Centene probably hadn’t received a lot of claims by the time it made the medical 
expense estimate, although the estimated loss ratio is a bit better than the 90% 
we’d been assuming. In Illinois, the loss ratio was 94.7% for the second quarter, but 
that included under $1 million in premiums.  
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Figure 3. Centene Medicaid Statutory Results by State ($ in millions) 

Change Change
2Q10 1Q11 2Q11 Year/Year Sequential

Texas Enrollment 475.1 455.7 469.2 -1.2% 3.0%
Premium $323.9 $356.6 $374.0 15.5% 4.9%
Medical expenses $277.4 $307.3 $314.93 13.5% 2.5%
MLR 85.6% 86.2% 84.2% -144 bp -198 bp

Georgia Enrollment 295.6 303.3 303.1 2.5% -0.1%
Premium $180.0 $198.1 $190.0 5.6% -4.1%
Medical expenses $149.1 $164.5 $157.6 5.7% -4.2%
MLR 82.9% 83.1% 83.0% 10 bp -10 bp

Indiana Enrollment 212.7 209.4 206.7 -2.8% -1.3%
Premium $78.6 $75.2 $76.2 -3.0% 1.4%
Medical expenses $63.9 $64.7 $58.0 -9.3% -10.4%
MLR 81.3% 86.0% 76.0% -530 bp -997 bp

Wisconsin Enrollment 133.6 81.8 79.8 -40.3% -2.4%
Premium $71.5 $53.5 $47.7 -33.3% -10.7%
Medical expenses $59.8 $48.1 $43.6 -27.1% -9.3%
MLR 83.6% 90.0% 91.4% 780 bp 142 bp

Ohio Enrollment 159.0 160.4 159.4 0.2% -0.6%
Premium $135.8 $140.6 $139.7 2.9% -0.6%
Medical expenses $104.2 $102.7 $107.3 2.9% 4.4%
MLR 76.8% 73.1% 76.8% 2 bp 370 bp

South Carolina Enrollment 92.6 84.9 82.8 -10.6% -2.5%
Premium $60.0 $85.3 $74.2 23.8% -12.9%
Medical expenses $54.4 $71.6 $65.4 20.3% -8.5%
MLR 90.7% 83.9% 88.1% -252 bp 421 bp

Florida Enrollment 113.1 188.8 190.6 68.5% 1.0%
Premium $63.8 $112.3 $111.9 75.4% -0.4%
Medical expenses $68.7 $109.6 $104.9 52.7% -4.3%
MLR 107.7% 97.6% 93.8% -1390 bp -381 bp

Arizona Enrollment 19.3 22.6 22.8 18.1% 0.9%
Premium $23.4 $28.2 $28.5 21.9% 1.1%
Medical expenses $20.6 $24.7 $24.7 19.9% 0.0%
MLR 88.0% 87.5% 86.5% -150 bp -100 bp

Mississippi Enrollment 30.8 NA NA
Premium $103.5 NA NA
Medical expenses $90.5 NA NA
MLR 87.4% NA NA

Illinois Enrollment 0.7 NA NA
Premium $0.8 NA NA
Medical expenses $0.7 NA NA
MLR 94.7% NA NA

Total stat Enrollment 1,501.0 1,506.9 1,545.9 3.0% 2.6%
Premium $936.9 $1,049.7 $1,146.6 22.4% 9.2%
Medical expenses $798.1 $893.2 $967.7 21.2% 8.3%
MLR 85.2% 85.1% 84.4% -79 bp -70 bp
Gross profit $138.8 $156.5 $178.9 28.9% 14.3%

Source: National Association of Insurance Commissioners and Citi Investment Research and Analysis 

 
Centene’s Medicare business is still quite small, with under $6 million in quarterly 
revenue, but it had a pretty good second quarter, as the loss ratio improved 410 
basis points, to 77.8%. Texas, which is also the company's largest Medicare market, 
drove part of the results, as the loss ratio improved 235 basis points to 77.6%, while 
in Ohio, the loss ratio fell by 1,270 basis points sequentially to 78.5%.  A slight 
deterioration in the loss ratio in Wisconsin didn’t have much of an impact on overall 
results, since there are only about 500 people enrolled.  
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Figure 4. Centene Medicare Statutory Results by State ($ in millions) 

Change Change
2Q10 1Q11 2Q11 Year/Year Sequential

Texas Medicare Enrollment 0.4 1.0 1.2 162.0% 12.0%
Premium $1.4 $4.3 $4.7 225.7% 11.0%
Medical expenses $1.3 $3.4 $3.7 184.6% 7.7%
MLR 88.8% 79.9% 77.6% -1120 bp -235 bp

Wisconsin Medicare Enrollment 0.0 0.0 0.0 -50.0% 0.0%
 Premium $0.0 $0.0 $0.0 0.0% 0.0%
 Medical expenses $0.1 $0.0 $0.0 0.0% 0.2%

MLR 0.0% 89.8% 90.0% 9002 bp 24 bp

Ohio Medicare Enrollment 0.3 0.5 0.5 86.8% 0.0%
 Premium $0.7 $1.5 $1.8 146.0% 25.3%
 Medical expenses $0.7 $1.3 $1.4 114.4% 7.9%

MLR 90.0% 91.1% 78.5% -1154 bp -1268 bp

Total stat Enrollment 0.7 1.5 1.7 132.8% 8.0%
Premium $2.2 $5.7 $6.6 197.5% 14.6%
Medical expenses $2.0 $4.7 $5.1 152.9% 7.7%
MLR 91.5% 82.8% 77.8% -1370 bp -498 bp
Gross profit $0.2 $1.0 $1.5 677.4% 47.8%

Source: National Association of Insurance Commissioners and Citi Investment Research and Analysis 

WellCare Stat Filing Review 

In the second quarter, WellCare’s Medicaid loss ratio improved significantly, 
dropping from 82.2% to 76.8%, a 540 basis point improvement that was driven 
primarily by favorable prior year development, which amounted to $67 million. Now 
that the statutory filings are out, we can identify the states where results turned out 
to be most favorable for the company, which happened to be Georgia and Florida in 
the second quarter.  

Georgia, WellCare’s largest Medicaid market, was the biggest driver of the 
sequential growth in the quarter, as the loss ratio improved 545 basis points 
sequentially, to 80.9%. Heading into the quarter there were fears that WellCare’s 
loss ratio could be negatively impacted by a retroactive membership issue 
highlighted by AMERIGROUP, but WellCare indicated that they have been accruing 
for the membership issue all along.  

Florida was also a big contributor, as WellCare’s Medicaid loss ratio in Florida fell 
730 basis points over the prior quarter, to 80.1%. Florida has been problematic for a 
number of plans, particularly those with a lot of exposure to five Reform counties, 
where reimbursement rates are lower, while an increase in provider unit costs that 
hasn’t been reflected yet in plan reimbursement has also been a negative factor. In 
any event, it’s encouraging to see the loss ratio doing so well at WellCare, even if 
the bulk of the improvement is coming from prior periods.  

The better than anticipated results in Hawaii were also a surprise, as the loss ratio 
declined 595 basis points sequentially, to 80.4%. WellCare hasn’t disclosed its rate 
changes in Hawaii, but the stat filings suggest it received a low double digit rate 
increase (we’d estimate 10-12%) on July 1, 2010, and that has been a major 
contributor to the better loss ratio. At the time, the company believed the rate 
increase would be large enough to return margins to targeted levels, and it looks 
like that has happened.  

In Ohio, WellCare reported a 135 basis point deterioration in its loss ratio, but it was 
starting from a very low base, so the second quarter loss ratio in Ohio was only 
73.3%. The situation is similar in Illinois, where the loss ratio deteriorated 540 basis 
points, but that only brought the loss ratio to 70.2%.  
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Given the magnitude of the favorable development WellCare experienced this 
quarter, it is almost certain that the Medicaid loss ratio will deteriorate sequentially in 
the third quarter. That said, medical trend remains muted, and WellCare has the 
highest level of days claims payable in the industry, so it certainly has the potential 
for additional development in the future, but probably not nearly as much as was 
reported in the second quarter.  

In reviewing the results for New York, keep in mind that WellCare doesn’t make a 
statutory filing in the state, so we use New York as the plug to keep the reported 
GAAP results consistent with the state by state statutory results.  

Figure 5. WellCare Medicaid Statutory Results by State ($ in millions) 

Change Change
2Q10 1Q11 2Q11 Year/Year Sequential

Florida Enrollment 420.0 409.8 404.0 -3.8% -1.4%
Premium $222.4 $218.9 $219.1 -1.5% 0.1%
Medical expenses $192.9 $191.3 $175.5 -9.0% -8.2%
MLR 86.7% 87.4% 80.1% -662 bp -730 bp

New York Enrollment 84.6 79.7 77.9 -8.0% -2.3%
Premium $54.6 $68.2 $74.7 36.9% 9.6%
Medical expenses $42.8 $39.8 $37.2 -12.9% -6.5%
MLR 78.3% 58.4% 49.8% -2850 bp -854 bp

Illinois Enrollment 145.4 138.8 133.5 -8.2% -3.8%
Premium $45.0 $42.2 $41.4 -8.0% -1.9%
Medical expenses $36.5 $27.4 $29.1 -20.4% 6.3%
MLR 81.0% 64.8% 70.2% -1089 bp 538 bp

Georgia Enrollment 537.4 558.9 559.0 4.0% 0.0%
Premium $328.8 $362.1 $344.7 4.8% -4.8%
Medical expenses $283.5 $312.6 $278.8 -1.7% -10.8%
MLR 86.2% 86.3% 80.9% -535 bp -543 bp

Ohio Enrollment 101.3 101.4 101.1 -0.2% -0.3%
Premium $57.4 $60.7 $59.2 3.2% -2.5%
Medical expenses $44.4 $43.7 $43.4 -2.4% -0.7%
MLR 77.5% 71.9% 73.3% -418 bp 136 bp

Missouri Enrollment 17.0 17.8 18.8 10.7% 5.6%
Premium $10.7 $10.3 $10.8 1.2% 4.8%
Medical expenses $9.0 $8.4 $8.6 -4.8% 2.2%
MLR 84.4% 81.4% 79.4% -501 bp -200 bp

Hawaii Enrollment 22.4 22.6 22.7 1.6% 0.3%
Premium $81.8 $93.4 $93.3 14.1% 0.0%
Medical expenses $79.1 $80.6 $75.0 -5.2% -6.9%
MLR 96.7% 86.3% 80.4% -1633 bp -593 bp

Total stat Enrollment 1,328.0 1,329.0 1,317.0 -0.8% -0.9%
Premium $800.7 $855.8 $843.4 5.3% -1.5%
Medical expenses $688.3 $703.7 $647.7 -5.9% -8.0%
MLR 86.0% 82.2% 76.8% -916 bp -543 bp
Gross profit $112.4 $152.1 $195.7 74.1% 28.7%  

Source: National Association of Insurance Commissioners and Citi Investment Research and Analysis 

 
WellCare's Medicare Advantage segment results weren’t nearly as good.  The 
medical loss ratio for Wellcare’s Medicare Advantage business deteriorated by 335 
basis points sequentially, to 81.5%, with the sequential deterioration driven mainly 
by WellCare’s largest Medicare Advantage market, Florida.  During the quarter, the 
loss ratio in Florida increased 800 basis points, to 88.5%, reducing gross profits in 
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the market by $14.6 million sequentially. The loss ratio in New York, Illinois, 
Georgia, New Jersey and Louisiana also deteriorated sequentially, although these 
markets are only about two thirds the size of Florida on a combined basis.   

There were several markets that improved on a sequential basis, such as 
Connecticut (down 200 basis points sequentially), Texas (down 75 basis points), 
and Ohio (down 290 basis points).  However, these markets are all much smaller 
than Florida, and had little impact on the overall loss ratio in the business.     

In the past, the company’s Medicare private fee for service business was important 
too, but WellCare made a mistake exiting that product too early, and it’s unimportant 
now, except for some small incremental premiums and expenses that flow through 
each quarter.  During the second quarter of 2011, the company’s PFFS product had 
$5.3 million in premiums, and reported medical expenses of negative $1.0 million, 
implying favorable development, and a more than $6 million contribution to earnings 
in the quarter.  

The PDP product had a nice turn around during the quarter.  The loss ratio came in 
at 86.4%, down 1,700 basis points sequentially, which drove a $40 million 
improvement in gross profits over the prior quarter.  Year over year, the PDP loss 
ratio is still up 160 basis points which is likely related to the strong enrollment 
growth that the company experienced this year.  It isn’t uncommon for PDP plans 
that have experienced a lot of growth to have worse PDP loss ratios initially.  When 
low income PDP members switch plans, they are given a grace period during which 
they can continue to take all the drugs they had been utilizing, regardless of 
whether the drug is preferred on the formulary of the new plan. Once that transition 
period is up, however, members have to adhere to all the normal requirements. In 
the first quarter, WellCare’s PDP membership grew by 167,000 members, many of 
which came from California.  
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Figure 6. WellCare Medicare Statutory Results by State ($ in millions) 

Change Change
2Q10 1Q11 2Q11 Year/Year Sequential

Florida Enrollment 61.3 59.7 60.8 -0.9% 1.8%
Premium $184.4 $187.6 $191.0 3.6% 1.8%
Medical expenses $149.4 $150.9 $168.9 13.0% 12.0%
MLR 81.1% 80.4% 88.5% 740 bp 802 bp

New York Enrollment 19.0 19.3 18.9 -0.6% -2.1%

Premium $51.4 $53.5 $54.8 6.6% 2.5%

Medical expenses $54.7 $36.1 $39.2 -28.4% 8.5%

MLR 106.4% 67.6% 71.5% -3494 bp 392 bp

Connecticut Enrollment 2.9 3.4 3.6 25.2% 6.8%
Premium $8.2 $9.9 $10.6 29.9% 6.6%
Medical expenses $7.7 $8.1 $8.5 9.4% 3.9%
MLR 94.8% 81.9% 79.8% -1495 bp -206 bp

Illinois Enrollment 12.5 11.9 12.0 -4.3% 0.7%
Premium $31.7 $33.7 $32.8 3.4% -2.8%
Medical expenses $23.4 $26.7 $26.6 14.1% -0.2%
MLR 73.6% 79.1% 81.2% 759 bp 212 bp

Georgia Enrollment 5.7 8.3 9.2 62.1% 10.9%
Premium $14.6 $20.7 $22.9 57.4% 10.8%
Medical expenses $12.3 $16.1 $18.3 48.1% 13.4%
MLR 84.7% 77.9% 79.7% -500 bp 178 bp

Louisiana Enrollment 3.3 3.8 4.0 22.7% 7.5%
Premium $10.0 $11.9 $12.2 22.4% 2.9%
Medical expenses $9.2 $9.6 $10.8 17.2% 12.6%
MLR 91.9% 80.4% 88.0% -393 bp 758 bp

Texas Enrollment 5.4 7.0 9.4 72.9% 33.7%
Premium $16.9 $22.0 $23.9 41.0% 8.3%
Medical expenses $12.4 $16.8 $18.0 45.3% 7.2%
MLR 73.3% 76.4% 75.6% 225 bp -76 bp

Ohio Enrollment 2.7 2.9 2.9 6.7% 0.6%
Premium $7.2 $7.2 $8.1 12.1% 12.8%
Medical expenses $6.3 $5.2 $5.6 -10.2% 8.3%
MLR 86.8% 72.4% 69.5% -1726 bp -288 bp

New Jersey Enrollment 1.6 1.6 1.6 -2.0% 0.9%
Premium $4.0 $4.3 $4.1 4.1% -3.2%
Medical expenses $3.3 $3.2 $3.1 -6.7% -2.9%
MLR 83.9% 75.0% 75.2% -873 bp 25 bp

PFFS Enrollment 0.6 1.2 1.7 184.0% 35.3%
Premium $1.6 $3.9 $5.3 228.9% 36.9%
Medical expenses -$20.0 $4.2 -$1.0 -94.8% -124.5%
MLR -1227.3% 108.6% -19.5% 120787 bp -12807 bp

PDP Enrollment 741.0 935.0 950.0 28.2% 1.6%
Premium $207.3 $261.9 $276.2 33.2% 5.4%
Medical expenses $175.7 $264.3 $238.5 35.8% -9.7%
MLR 84.7% 100.9% 86.4% 162 bp -1453 bp
Gross profit $31.6 -$2.4 $37.6 19.1% -1697.0%

Total stat Enrollment 115.0 119.0 124.0 7.8% 4.2%
Premium 329.9 354.6 365.8 10.9% 3.1%
Medical expenses 258.8 277.0 298.0 15.1% 7.6%
MLR 78.4% 78.1% 81.5% 302 bp 337 bp
Gross profit $71.1 $77.7 $67.8 -4.7% -12.7%  

Source: National Association of Insurance Commissioners and Citi Investment Research and Analysis 
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Et Cetera… 

A judge in Louisiana issued a temporary restraining order, halting the 
implementation of the new Medicaid managed care plans in the state. The decision 
came at the request of Aetna, which is suing the state. Aetna was not one of the 
five plans selected, and its subsequent appeal was rejected by health secretary in 
the state. The decision prevents the state from continuing negotiations with the 
successful plans, which include risk contracts with AMERIGROUP, AmeriHealth 
Mercy, and Centene, while Community Health Solutions and UnitedHealth were 
selected to operate non-risk, or shared savings, plans. In response, the state has 
filed a request to have the restraining order dissolved and asked for a hearing date 
on the issue… 

On September 20, 2011, the roughly 3,000 employees of Blue Cross Blue Shield 
of Massachusetts will skip work and provide 15,000 volunteer hours to nearly 30 
schools, parks, and other community organizations, an average of about 5 hours 
per person. The event, which is being called Service Day powered by BlueCrew, is 
something the company hopes will become a new tradition. The company will 
remain open for business to support member needs… 

UnitedHealth Group is acquiring Monarch HealthCare, an independent practice 
association (IPA) of approximately 2,300 physicians based in Irvine, California. This 
is the third California IPA United has acquired, following prior acquisitions of 
AppleCare Medical Group and Memorial HealthCare Independent Practice 
Association (MHIPA). An acquisition isn’t technically the right term, as United 
officially entered a strategic relationship to handle the non-clinical operations of the 
physician group… 

A hearing is scheduled for September 12 regarding the protest filed by Coventry, 
Florida Health Care, and UnitedHealth over the state’s decision to reduce or 
eliminate their role serving as a health plan to state employees. The state chose just 
one HMO plan in each country, whereas they had previously offered two or three. 
Open enrollment for state employees has been pushed from late September until 
early November because of the legal wrangling…  

Interesting article in the LA Times on September 6 that highlighted a practice in 
California that we weren’t aware of. When large groups (defined as any employer 
with more than 50 employees) put their health insurance business out to bid, the 
plans and brokers interested in bidding require that the employer tell them how 
much their current insurer wants to raise their premium. It’s not a legal requirement, 
but as the article portrayed, any employer that doesn’t provide the information 
doesn’t receive any competing bids. In the example in the article, a business with 
135 employees had been paying around $600,000 to Blue Shield of California for 
coverage. Several employees and their dependents had serious illnesses in the last 
year, however, and at renewal, Blue Shield wanted a 60% rate increase, to almost 
$960,000. The owner subsequently but the business out to bid, and was surprised 
to find that everyone expected him to reveal how much of an increase Blue Shield 
was asking for. The owner ended up switching to WellPoint, but premium rates will 
still grow 25%... 

The health insurance contract covering state employees in Washington is back in 
the news. Back in late 2009, the state selected Aetna to administer its ASO plan for 
approximately 180,000 state employees. However, that agreement was never 
implemented because of issues that were subsequently raised about the bidding 
process. The end result was that Regence Blue Cross ended up with the contract, 
which is called the Uniform Medical Plan, and the state budgeted $33.4 million to 
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pay the ASO fees. The arrangement began on January 1, 2011. However, things 
have not been smooth, as there has been a chorus of doctors and hospitals 
complaining about not being paid for serving a subset of about 40,000 retired state 
employees who use the state insurance plan as a supplement to their Medicare 
coverage. As part of the change to the new vendor, there was a computer issue that 
resulted in Regence not receiving claims, and it resulted in a backlog of 300,000 
claims. Regence hopes to clear the backlog within three months, as the company 
plans to add 80 employees to help process the claims. In the meantime, Regence is 
also considering making payments to providers now, and working out any 
overpayments at a later date… 

While the Medicare Supplement issue is the biggest of the problems Regence is 
having, it isn’t the only thing going on. According to the insurance commissioner in 
Washington, the “SurePay” computer system at Regence malfunctioned on August 
5, causing more than 6,000 billing errors. Bank accounts were billed for money that 
wasn’t owed, and in a couple hundred cases, the accounts debited didn’t even 
belong to Regence customers. In addition, some of the incorrect bills that were sent 
contained customer names and identification numbers that shouldn’t have been 
disclosed. According to the company, the issues stem from a system change at the 
beginning of the year, coupled with some of the changes related to the health care 
reform law. The insurance commissioners of Washington, Oregon, Idaho, and Utah 
met with the CEO of Regence on September 1 to discuss these and other problems 
that have been identified… 

Quicken Loans, which employs around 4,000 workers, is dropping its ASO health 
plan with CIGNA in favor of a new plan through Blue Cross Blue Shield of 
Michigan, effective January 1, 2012. Both Quicken and the Michigan Blue are 
headquartered in Detroit. Blue Cross employees will now have access to the 
“Mortgage Insiders” incentive program at Quicken, which offers a $500 incentive on 
any refinance or mortgage, while Quicken will also conduct webinars for Blue Cross 
employees… 

LabCorp extended its agreement with UnitedHealthcare for an additional two 
years, which extends the contract through the end of 2018. The agreement began 
on January 1, 2007, and LabCorp will continue to be the national lab for 
UnitedHealthcare and Oxford Health Plans, and the exclusive lab for HMO plans 
offered by PacifiCare in Arizona and Colorado, along with Neighborhood Health 
Partnership in Florida and Mid Atlantic Medical Services… 

Humana has expanded its distribution relationship with Bankers Life and Casualty 
Company (a subsidiary of CNO Financial Group, which was formerly Conseco) to 
include Medicare Part D products, on top of the Medicare Advantage and dental 
and vision plans Bankers agents already offers from Humana. Starting in October, 
Bankers agents will staff hundreds of Walmart stores for Humana. In the past, 
Bankers has worked with a number of health plans, including Coventry, so the 
company will have more than just Humana Medicare products to offer seniors… 

The commissioners of Reno County, Kansas voted this week to switch their health 
plan from Humana to Blue Cross Blue Shield of Kansas. The change will take 
effect on October 1. The county is currently fully insured, but it is exploring the 
potential of moving to an ASO arrangement for the next contract… 

A federal judge in Tampa agreed to delay the trial of five former WellCare 
executives until next year. The defendants asked for the delay primarily to get 
through the massive number of documents and emails pertaining to the case, which 
amounts to more than 1 million pages, as well as 650 hours of taped conversations 
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recorded by whistleblowers. The next status conference on the case will be held on 
February 2, 2012… 

Not surprisingly, the FTC is requesting additional information from both Express 
Scripts and Medco over their proposed merger… 

Back in February, the federal government notified health plans of some payment 
adjustments to providers treating seniors covered under Medicare Supplement 
policies. The adjustments, which were part of the health reform legislation, raised 
reimbursement amounts very modestly, and were retroactive for claims incurred 
back to January 1, 2010. Because the providers were receiving additional 
payments, even though in some cases the extra payment was as little as $0.07, it 
triggered the mailing of explanation of benefit (EOB) forms to beneficiaries of two 
plans, Blue Cross Blue Shield of Nebraska and Mutual of Omaha. The result 
was that some customers began to receive a blizzard of paperwork from the 
insurers, including one family that received 40 notices, including 16 on a single day. 
Five of the EOB’s were for less than $1, so it was costing the insurers nearly as 
much to mail the EOB form as the additional payments. In total, Blue Cross sent out 
about 190,000 of the EOB letters, while Mutual of Omaha issued over 500,000 
explanation of benefit notices that had an average payment of $0.70. The systems 
have been adjusted so that beneficiaries are no longer receiving the notices… 

Patrick Geraghty took over as CEO of Blue Cross Blue Shield of Florida on 
September 1. Geraghty, who was most recently CEO of Blue Cross Blue Shield of 
Minnesota, took over from Robert Lufrano, who had been the company’s CEO 
since 2004. The Blue in Florida covers around 4 million people, representing around 
30% of the market, and the company is a lot more interested these days in 
expanding its Medicare presence, and entering the Medicaid market… 

Harvard Pilgrim Health Care is planning to open an office branch in Worcester, 
Massachusetts next month. Harvard Pilgrim is run by Eric Schultz, who joined the 
company from Fallon Community Health Plan (one of the dominant plans in 
western Massachusetts) about a year and a half ago. Schultz had a non-compete 
agreement with Fallon, but that expired this summer. Harvard Pilgrim is negotiating 
a lease for 6,000 square feet in a building next to City Hall in Worchester that is a 
few blocks from Fallon’s headquarters. Earlier this spring, Harvard Pilgrim hired 
Kate McEvoy-Zdonczyk, who was Fallon’s senior director of government and 
community relations, and Harvard Pilgrim has also been visible advertising and 
sponsoring events in the region. Harvard Pilgrim currently enrolls around 60,000 
people in the region, a small part of the company’s 1.2 million enrollment base, 
while Fallon has almost 210,000 members, most of which live in the central / west 
region… 

The Texas Medical Association (TMA) is asking providers who have problems with 
CIGNA’s new national imaging arrangement with MedSolutions to contact their 
payment advocacy department. MedSolutions has taking over certain regions from 
Magellan in the second half of this year. It is isn’t clear whether there were some 
issues raised that sparked the interest of the Texas Medical Association, or if they 
are just being proactive because of the change in vendors… 

UnitedHealth Group unveiled plans to build a new $200 million corporate campus. 
The project will take five years to finish, but when it is completed, the campus will 
cover 72 acres and include a 257,000 square foot facility with 6,700 employees and 
1.5 million square feet of office space. It will be located in Eden Prairie, and will 
complement (rather than replace) United’s existing 1.1 million square foot corporate 
headquarters building in Minnetonka. Today, United has around 11,000 employees 
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working out of 12 offices in the greater Minneapolis / St. Paul area, while its 
nationwide footprint includes 87,000 employees and 16 million square feet of office 
space… 

In other real estate news, Life and Specialty Ventures (LSV) purchased an 8.5 acre 
property with 150,000 square feet of office space in Little Rock, Arkansas for $17 
million. LSV is a holding company that owns and operates USAble Life and Florida 
Combined Life, offering individual and group ancillary products, including dental, 
life, and disability. The company generates more than $460 million in annual 
premiums, and ownership of the company is shared by Arkansas Blue Cross Blue 
Shield and five other Blue Cross plans… 

Kevin McNamara, the former CFO of HealthSpring, has joined the board of 
Emdeon. He replaces Philip Pead, the executive chairman of Allscripts, who is 
stepping down from the Emdeon board… 

Healthplan Holdings, Inc., a third party administrator (TPA) for insurers, named 
Michael Hudson as its new CFO. Hudson held a variety of positions at Aetna, 
including serving as CFO of the specialty group (2005-2006), CFO of the small and 
middle markets (January 2006-April 2007), president of the Northeast Region (April 
2007-January 2010), and head of care management operations (January 2010-April 
2011). He also spent seven years at CIGNA in several roles, including some time 
serving as the chief operating officer of CIGNA’s Medical Group. Healthplan 
Holdings recently acquired Zenith Administrators, an Illinois based company. 
Healthplan Holdings was founded in 2001, and it currently employees around 2,200 
people. The company was acquired in 2008 by Water Street Healthcare Partners, 
and it is run by Jeff Bak… 

Maine was flirting with the idea of introducing managed care to its Medicaid 
population, but it doesn’t look like that is going to happen. In late August, the state 
decided to pursue what it is calling a “value-based purchasing strategy” that will 
focus on an emergency room collaborative care management, accountable care 
organizations (the state will build off its emergency room initiative and a current 
patient centered medical home pilot to enter risk based contracts with health 
systems, hospitals, and other provider groups), and leveraging its current initiatives, 
like the patient centered medical homes along with newly introduced concepts, like 
community care teams and health comes. That’s a lot of buzzwords, but we’ll keep 
an eye on the state’s progress, and how quickly they are able to implement these 
programs and achieve savings… 

Don Berwick, the administrator of CMS, turned 65 on Friday, making history in the 
process, as he will be the first head of CMS that is also a beneficiary at the same 
time. Of course, the first question many of us will have is whether he’ll choose to 
enter the government fee for service program or choose a Medicare Advantage 
plan, but it doesn’t really apply in his case. Since he is employed at CMS, he 
already has commercial health insurance coverage. As a result, it makes sense for 
him to join the government fee for service program, but only sign up for Medicare 
Part A (hospitals), since there is no associated premium, and Medicare could help 
cover some of the things his commercial insurance plan doesn’t offer. However, it 
probably wouldn’t make sense to buy Part B (physicians), since that would cost him 
around $100 premiums each month for coverage that would be largely duplicative to 
what he already has… 

The state of Florida will be holding public meetings on September 12 and 13 to give 
people an opportunity to comment on the state’s proposed Medicaid managed care 
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expansion. The first of the three hour meetings will be held in Marathon, and the 
second in Coral Gables… 

The bill in California that would have given the state’s insurance commissioner 
much greater power to block rate increases is no more. The sponsor of the bill 
pulled it after it became clear that it wasn’t going to pass the California Senate. 
Similar bills have also failed to make in through the legislative process in each of 
the last few years. The group Consumer Watchdog is in the process of obtaining 
enough signatures to put a question on the ballot in the 2012 election that would 
require the state to offer a public health insurance option, and for plans to reduce 
premiums by 20%... 

The brouhaha over the insurance plan for state workers in Illinois continues. All of 
the existing plans were granted an extension of the current contract through the end 
of the current fiscal year, which runs through June 30, 2012. That means that 
Health Alliance will keep all of its current members, who would have been moved 
to a new plan offered by Blue Cross of Illinois, a subsidiary of Health Care Service 
Corp. that’s the good news. The bad news is that the contract extension doesn’t 
include a rate increase. So Health Alliance will be serving its book of business next 
year at the same rate it was paid this year. The issue is working its way through the 
court system, and the state is hopeful it will be resolved by the time the contract 
extension is up… 

The end of August is when most of us kick back and go on vacation, but Molina 
CEO Mario Molina was a busy man. First he was at Boys and Girls Club of Long 
Beach to help launch a healthy lifestyle program. While there, he challenged the 
regional vice president of the Boys and Girls Club of American to an Xbox boxing 
match, part of a $22,000 donation the company made to the club to help with the 
purchase of Xbox Kinect consoles. On August 31, he was a speaker at the 
Domenici Public Policy Conference… 

An August 25th article in the Chicago Tribune noted that a number of doctors and 
hospitals have chosen not to join the managed care networks established by Aetna 
and Centene to serve the aged, blind, and disabled in five Illinois counties, which 
has forced a number of ABD patients to try and find new doctors, creating a lot of 
disruption. To help encourage providers to sign up, Centene is promising providers 
that they will be paid within 30 days, and is offering 90 or 120 day contracts as a 
trial run for providers, rather than the usual longer term contract… 

Kentucky, of course, is planning on expanding Medicaid managed care on October 
1, but as of August 23, only 15 of the state’s 109 hospitals had contracted with one 
of the three managed care plans (Centene, Coventry, and WellCare) offered 
outside Louisville. The state is aiming for participation from around 90 hospitals. 
The state isn’t too concerned about the rate of sign-up at this point, noting that 
plans typically focus on adding primary care doctors first, and then turn to 
contracting with hospitals, and the state believes it will still be ready to roll out the 
new program on October 1… 

Starting this past Thursday, Blue Shield of California began mailing letters to 
individuals and groups to let them know of their eligibility for a premium credit as 
part of the company’s announcement earlier in the year that it would cap profits at 
2% of revenue. The 2010 premium credit will appear on October bills. As the 
company noted in June, its 2010 profit margin of 3.1% exceeded the 2% cap by 
$180 million, which will be divided up among policyholders ($167 million), 
physicians and hospitals partnering with Blue Shield on coordinated care models 
($10 million), and the company’s foundation ($3 million). The amount of the credit 
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each policyholder receives will be based on premiums from May 2011. Though the 
first six months of 2011, the Blue Shield business regulated by the Department of 
Managed Health Care reported a net margin of 4.5%, up from 3.7% for all of 2010, 
so it looks like customers are in line for an even bigger premium rebate next year… 
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Figure 7. Managed Care Weekly Calendar of Events  

Display Date Region Company Event Category Event Sub-type Comment

12 Sep 2011 Florida CVH, UNH, Florida HC Legal Other Protest hearing regarding FL state employee health plan contract awards

15 Sep 2011 New York Molina Conference Investor Event Molina Investor Day

16 Sep 2011 New York AMERIGROUP Conference Investor Event AMERIGROUP Investor Day

23 Sep 2011 Washington, DC N/A Legal Other
D.C. Circuit Court of Appeals will hear oral arguments in another individual 
mandate case 

01 Oct 2011 N/A N/A Regulatory Regulatory Update Medicare marketing activities begin

01 Oct 2011 Ohio Many Regulatory Other Ohio Medicaid pharmacy carve-in starts

01 Oct 2011 Arizona N/A Regulatory Regulatory Update Arizona LTC contract begins

06 Oct 2011 N/A N/A Regulatory Other Medicare Star ratings published

15 Oct 2011 N/A N/A Regulatory Regulatory Update Medicare open enrollment begins

17 Oct 2011 Washington Many Regulatory Other Washington Medicaid RFP due

25 Oct 2011 N/A Centene Earnings Quarterly Results Centene 3Q11 earnings release

31 Oct 2011 N/A Humana Earnings Quarterly Results HUM 3Q11 earnings release

29 Nov 2011 New York UnitedHealth Conference Investor Event United Investor Day in New York

07 Dec 2011 N/A N/A Regulatory Regulatory Update Medicare open enrollment ends

15 Dec 2011 New York Aetna Conference Investor Event Aetna Investor Day in New York

16 Dec 2011 New York Centene Conference Investor Event Centene Investor Day in New York

19 Dec 2011 Washington Many Regulatory Other Washington Medicaid RFP awarded

01 Jan 2012 Louisiana N/A Regulatory Other "Go live" date for Phase 1 of Louisiana Medicaid RFP

01 Jan 2012 Wisconsin N/A Regulatory Other Effective date of Wisconsin LTC RFP

12 Feb 2012 N/A Centene Earnings Quarterly Results Centene 4Q11 earnings release

01 Mar 2012 Texas N/A Regulatory Other Texas Medicaid RFP implementation date

01 Mar 2012 Louisiana Many Regulatory Other "Go live" date for Phase 2 of Louisiana Medicaid RFP

01 May 2012 Louisiana Many Regulatory Other "Go live" date for Phase 3 of Louisiana Medicaid RFP

01 Jul 2012 Washington Many Regulatory Other Washington Medicaid RFP start date

01 Jul 2012 Ohio Many Regulatory Other Ohio Medicaid RFP start date
 

Source: Citi Investment Research and Analysis, Company Data 
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Figure 8. Managed Care Weekly Performance 

Closing Stock Stock Stock Stock Market
Price Gain Gain Gain Gain Cap 2010 2011E 2012E

Rating 9/08/2011 Past Week Past 30 days 2011 YTD Past 52 Weeks ($ Mil) $ EPS $ EPS $ EPS 2010 2011E 2012E
Managed Care
Aetna, Inc. AET 1M $39.19 -1.7% 13.4% 29.4% 36.0% $14,614 $3.68 $4.80 $5.05 10.7 8.2 7.8
AMERIGROUP Corp AGP 1H $45.94 -6.5% 14.6% 4.6% 19.7% $2,281 $5.39 $4.80 $4.65 8.5 9.6 9.9
Centene Corp CNC 1H $31.10 -1.8% 18.2% 22.7% 47.2% $1,565 $1.80 $2.10 $2.45 17.3 14.8 12.7
CIGNA Corp CI 1M $45.20 -2.1% 12.3% 23.4% 34.4% $12,213 $5.11 $5.35 $5.95 8.8 8.4 7.6
Coventry Health Care CVH 1H $32.73 0.4% 21.5% 24.0% 57.4% $4,862 $3.70 $3.25 $3.75 8.8 10.1 8.7
Health Net, Inc. HNT 1H $24.03 -1.8% 14.0% -11.9% -7.9% $2,141 $2.60 $3.10 $3.35 9.2 7.7 7.2
HealthSpring, Inc. HS 1H $37.77 -1.1% 29.0% 42.4% 66.3% $2,169 $3.39 $4.05 $4.45 11.2 9.3 8.5
Humana, Inc. HUM 1H $75.44 -1.2% 14.9% 38.3% 48.8% $12,586 $7.03 $7.20 $7.00 10.7 10.5 10.8
Molina Healthcare, Inc. MOH 1H $17.73 -5.6% 7.4% -4.5% -1.6% $817 $1.32 $1.55 $1.75 13.4 11.4 10.1
Triple-S GTS 1H $16.14 -4.3% -1.4% -15.4% -1.5% $321 $2.10 $2.20 $2.30 7.7 7.3 7.0
UnitedHealth Group UNH 1L $47.20 0.4% 13.0% 32.0% 41.5% $50,795 $4.10 $4.50 $4.90 11.5 10.5 9.6
Universal American UAM 1H $10.93 2.8% 21.0% 21.9% 72.9% $828 $2.37 -$0.30 $0.50 4.6 na 21.7
WellCare Health Plans WCG 1H $44.16 -1.1% 25.2% 46.1% 71.0% $1,887 $2.67 $3.80 $3.60 16.5 11.6 12.3
WellPoint, Inc. WLP 1L $63.18 -0.1% 11.3% 12.4% 20.8% $22,786 $6.71 $7.75 $8.10 9.4 8.1 7.8

Managed Care average, ex-Medicaid (1) -0.9% 14.9% 19.6% 36.9% 9.3 8.9 9.7
Diversified average -0.8% 14.2% 18.2% 30.4% 9.7 8.8 8.1
Medicare Average (2) -0.1% 22.5% 37.2% 64.8% 10.8 10.5 13.3
Medicaid average (3) -4.6% 13.4% 7.6% 21.7% 13.1 11.9 10.9
Overall -1.7% 15.3% 19.0% 36.1% 10.6 9.8 10.1
HMO Index HMO 2021.79 -1.9% 15.2% 19.5% 33.0%

Other Companies
Magellan Health Services MGLN 1M $47.60 -1.2% 13.7% 0.7% 5.3% $1,466 $4.02 $3.65 $4.05 11.8 13.0 11.7
eHealth EHTH 3H $12.39 -2.0% 3.5% -12.7% 8.5% $302 $0.73 $0.40 $0.35 16.9 31.0 35.1

S&P 500 / Health Care SP565 $379.71 -0.7% 9.0% 4.1% 12.7%
S&P 500 SPX $1,185.90 -1.5% 5.9% -5.7% 7.9%

Risk: L = Low, M = Medium, H = High

(1) Excludes AGP, CNC, MOH, WCG
(2) Includes HS, HUM, UAM, WCG  
(3) Includes AGP, CNC, MOH

Source: Citi Investment Research & Analysis, company reports and FactSet
Note:  The stock price performance presented above cannot and should not be viewed as an indicator of future performance.

P/E Multiple

Source: Citi Investment Research and Analysis, Company Data 
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Appendix A-1 
Analyst Certification 

The research analyst(s) primarily responsible for the preparation and content of this research report are named in bold text in the author block at 
the front of the product except for those sections where an analyst's name appears in bold alongside content which is attributable to that analyst. 
Each of these analyst(s) certify, with respect to the section(s) of the report for which they are responsible, that the views expressed therein 
accurately reflect their personal views about each issuer and security referenced and were prepared in an independent manner, including with 
respect to Citigroup Global Markets Inc and its affiliates. No part of the research analyst's compensation was, is, or will be, directly or indirectly, 
related to the specific recommendation(s) or view(s) expressed by that research analyst in this report. 

IMPORTANT DISCLOSURES 

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of Molina Healthcare. This position 
reflects information available as of the prior business day. 

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of Aetna, CIGNA, 
Coventry Health, UnitedHealth, WellPoint. 

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from Aetna, 
CIGNA, Coventry Health, Humana, Universal American, UnitedHealth, WellPoint. 

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking 
services from Aetna, UnitedHealth. 

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Aetna, CIGNA, 
Centene, Coventry Health, Triple-S Management Corp., Health Net, HealthSpring, Humana, Magellan Health Services, Universal American, UnitedHealth, 
WellPoint in the past 12 months. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Humana, Aetna, CIGNA, 
Coventry Health, Universal American, UnitedHealth, WellPoint. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, securities-related: Aetna, AMERIGROUP, CIGNA, Centene, Coventry Health, Triple-S Management Corp., Health Net, HealthSpring, Humana, 
Magellan Health Services, Molina Healthcare, Universal American, UnitedHealth, WellPoint. 

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-
banking, non-securities-related: Aetna, CIGNA, Centene, Coventry Health, Triple-S Management Corp., Health Net, HealthSpring, Humana, Magellan Health 
Services, Universal American, UnitedHealth, WellPoint. 

Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its 
affiliates ("the Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking 
revenues. 

The Firm is a market maker in the publicly traded equity securities of eHealth, Magellan Health Services, Universal American. 

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis 
product ("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 28th Floor, New York, NY, 10013, Attention: 
Legal/Compliance. In addition, the same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are 
contained on the Firm's disclosure website at www.citigroupgeo.com.   Valuation and Risk assessments can be found in the text of the most recent research 
note/report regarding the subject company. Historical disclosures (for up to the past three years) will be provided upon request. 

Citi Investment Research & Analysis Ratings Distribution       
 12 Month Rating Relative Rating 
Data current as of 30 Jun 2011 Buy Hold Sell Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 54% 36% 11% 10% 81% 10%

% of companies in each rating category that are investment banking clients 45% 41% 42% 50% 42% 44%
Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings: 
CIRA's stock recommendations include a risk rating and an investment rating. 
Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S). 
Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk 
rating. 
Analysts may place covered stocks “Under Review” in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed “Under Review” will be monitored daily by 
management. As soon as practically possible, the analyst will publish a note re-establishing a rating and investment thesis. 
To satisfy regulatory requirements, we correspond Under Review to Hold in our ratings distribution table for our 12-month fundamental rating system. 
However, we reiterate that we do not consider Under Review to be a recommendation. 
Relative three-month ratings: CIRA may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
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explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or 
more for Low-Risk stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-
10% for Low-Risk stocks, 0%-15% for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total 
return). 

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total 
return of 15% or more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative 
stocks); Hold (2) (5%-15% for Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); 
and Sell (3) (5% or less for Low-Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets Inc Carl McDonald, CFA; James Naklicki, CFA; Jacqueline Commins 

OTHER DISCLOSURES 

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to Aetna, CIGNA, Coventry Health, Health Net, Humana, 
UnitedHealth, WellPoint. (For an explanation of the determination of significant financial interest, please refer to the policy for managing conflicts of interest 
which can be found at www.citigroupgeo.com.) 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 
the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis 
(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research 
coverage of the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity 
constraints. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision 
to purchase securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may 
be available about the companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use 
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smithbarney.com to view any available Morgan Stanley research reports in addition to CIRA research reports. 
Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney 
LLC and its affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures. 
The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the 
separate businesses of Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley 
Smith Barney LLC in its entirety. For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to 
www.morganstanley.com/researchdisclosures and https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html. 
This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by 
the same person who reviewed this research report on behalf of CIRA. This could create a conflict of interest. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant 
of the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product 
is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
regulated by the Bank of Israel and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made 
available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Foro Buonaparte 16, Milan, 20121, 
Italy.  The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities 
and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under 
license.  In the event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEO) 
website.  If you have questions regarding GEO, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets 
Korea Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment 
Association (KOFIA). Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea.   KOFIA makes available registration information of research analysts 
on its website.  Please visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea 
Securities Ltd.  http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02.  The Product is made available in 
Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission.  Menara Citibank, 165 Jalan Ampang, 
Kuala Lumpur, 50450.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo 
Financiero Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 
398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company 
Number 604457), a Participant of the New Zealand Exchange Limited and regulated by the New Zealand Securities Commission.  Level 19, Mobile on the 
Park, 157 Lambton Quay, Wellington.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of 
Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available 
in the Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and 
Exchange Commission. 20th Floor Citibank Square Bldg. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect 
subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 
Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian 
Federation in accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with 
the license issued by the Federal Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as 
advertising the securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not 
constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in 
the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore 
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Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary Authority of Singapore. Please contact CGMSPL at 1 Temasek 
Avenue, #39-02 Millenia Tower, Singapore 039192, in respect of any matters arising from, or in connection with, the analysis of this document. This report is 
intended for recipients who are accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289). The Product is 
made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore Branch, a licensed bank in Singapore that is regulated by 
Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., Singapore Branch if you have any queries on or any matters arising 
from or in connection with this document. This report is intended for recipients who are accredited, expert and institutional investors as defined under the 
Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. 
CSL provides no independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private Client 
Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this report. This report is intended for recipients 
who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   Citigroup Global Markets (Pty) Ltd. is incorporated in the 
Republic of South Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. 
Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  
The investments and services contained herein are not available to private customers in South Africa.  The Product is made available in Spain by Citigroup 
Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y Gassef, 4th Floor, Madrid, 28006, Spain.  The 
Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities Company Ltd. ("CGMTS"), 14 and 15F, No. 1, 
Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, 
Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the Republic of China. CGMTS and CSTL are both 
regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the Republic of China. No portion of the Product may be 
reproduced or quoted in the Republic of China by the press or any third parties [without the written authorization of CGMTS and CSTL]. If the Product covers 
securities which are not allowed to be offered or traded in the Republic of China, neither the Product nor any information contained in the Product shall be 
considered as advertising the securities or making recommendation of the securities in the Republic of China. The Product is for informational purposes only 
and is not intended as an offer or solicitation for the purchase or sale of a security or financial products. Any decision to purchase securities or financial 
products mentioned in the Product must take into account existing public information on such security or the financial products or any registered prospectus.  
The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange Commission of 
Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand.  The Product is made available in Turkey through 
Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the 
U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai 
International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA") to Professional Clients and Market 
Counterparties only and should not be relied upon or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms 
for Investments in each sector covered is made available on request.  Financial products and/or services to which the Materials relate will only be made 
available to Professional Clients and Market Counterparties.  The Product is made available in United Kingdom by Citigroup Global Markets Limited, which 
is authorised and regulated by Financial Services Authority.  This material may relate to investments or services of a person outside of the UK or to other 
matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this material.  
Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which 
is a member of FINRA and registered with the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to 
the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services 
Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
CIRA concurrently disseminates its research via proprietary and non-proprietary electronic distribution platforms. Periodically, individual analysts may also 
opt to circulate research to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated 
via the aforementioned distribution channels. 
The level and types of services provided by CIRA analysts to clients may vary depending on various factors such as the client’s individual preferences as to 
the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. market-wide, sector 
specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 

© 2011 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of 
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information 
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contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this 
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. 
This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party 
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of 
its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan 
Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of 
third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website 
material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the 
Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or 
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the 
linked site does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall 
be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
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