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Actuarial Memorandum
Rhode Island Small Group and Large Group — Rate Filing

This actuarial memorandum documents the development of Tufts Health Plan’s (THP)
rate factors to be effective July 1, 2010 for Large Group and May 1, 2010 for Small
Group.

THP is a new entrant into the Rhode Island market effective January 1, 2009. As of
January 2010, there is only 9 months of the claims data with 3 months of run-out. The
actual claims experience is not credible enough to develop RI trend factors.

The same methodology was used in developing 2010 trends as was used in previous
filings. The unit cost trends are developed based on the existing Rhode Island provider
contracts and the expected contractual increase. The utilization trends are based on
Massachusetts utilization trends, which are developed based on evaluating 36 months of
historical utilization patterns in over 40 different service categories. Utilization trends
are adjusted for mix of services, demographic changes and business mix.

With respect to administrative charges, we are not reflecting our projected actual costs
but are assuming an administration charge appropriate for a fully mature block of
business, which is 8%. Total retention charges include 3% for broker commissions and
2% for premium tax, for a total retention load of 13%. Note that we are assuming 0%
contribution to reserves.

The premium rate increases shown in the filing are developed by comparing the trended
manual rate for each month and the manual rate for the same month in the previous year.
Therefore, the Large Group rate increases do not reflect the impact of group-specific
experience. Currently, the premium rate increases in the filing have not reflected the
assessments by the Department of Health for the Children’s Health account and the
Department of Human Services for Child and Adult immunizations.

[ certify that the proposed rate factors were developed using sound actuarial assumptions
and methodologies.

][; 4{%”‘/ V}/’é?um\:?“

HaiyunGuo, F.S.A., M.A A A.
Manager
Tufts Health Plan

January 31, 2009
Date
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