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Alameda Alliance for Health

, CFO Finance Report
For the Month & Year to Date Ended March 31, 2007

Summary of Operating Results

For the month, the Alliance recorded a net loss of $2.1 million compared to a budgeted net loss of $343
thousand, resulting in an unfavorable variance from budget of $1.8 million. For the year to date, the
Alliance recorded a net loss of $1.4 million versus a budgeted net loss of $170 thousand, resulting in an
unfavorable variance from budget of $1.3 million. The table below summarizes the components of the
overall variance from budget:

Sunumary Operating Results - Actual vs. Plan
For the Current Month & Fiscal Year to Date
Favorable/{Unfavorable)

Current Menth Year to Date
Artual Budget Variance §  Variance % Actual Budget Variance § Variance %
$11,900,280 § 11,910,593 § {9,303) 0% Revenue $105,625,281 5105883313  §  {258.032) 0%
12,851,509 {1,165,455 {1,686,054) -15% Medical Expense $7,501,335 96,040,971 (1,460,364} 2%
(850,219 745,138 {1,68535 -228% Gross Margin 8,123,946 9,842.342 (1,718,396} -17%
1,303,264 1,148,564 (154,700) ~13% Administrative Expense 16,480,274 10,598,453 118,179 1%
(2,253,483 (403,426)  (1,830,057) ~459% Net Operating Income (2,356,328 {7156,111) (1,606,217) -212%
59,082 60,8350 38,232 63% Non-Operating Income 620,196 586,112 334,084 57%
5{2,154401) §  (342,576) §{1.811825) -529% Net Income/{Loss) $ (1,430,132) § (169,999} § (1,266,133 -745%

Of the $1.8 million unfavorable current month variance, $1.7 million pertains to medical expense and
$155 thousand pertains to administrative expense. The majority of the unfavorable current month and
year to date medical expense variances result from a sharp increase in high-dollar inpatient
hospitalizations, coupled with increased utilization of specialty care physicians. Administrative
expense, while unfavorable in the current month, is favorable on a vear to date basis.

Results for the current month and year to date were also affected by changes in estimated medical
expense for prior months. These changes in estimates (which were not related to the current month’s
operations) increased reported medical expense for the current month and for the year to date.
Excluding these items, net loss for the month would have been $910 thousand, while net loss for the
year to date would have been $721 thousand, as per the table below:

Summary Operating Results - Actual vs. Plan
For the Current Month & Fiscal Year to Date
Adjusted to Exclude Prior Period Activity
Favorable/Unfavorable)

Current Month Year to Date
Actual Budget Variance $  Variance % Actual Budget Variance $  Variance %
$11,901280 $ 11,930,593 § (9,303) 0% Revenue $105,625281 $105,883313 $ - (258,032) - 0%
11,606,811 11,165,435 (441,356) -4% Medical Expense 96,786,299 96,040,971 {745,328) -1%
294,479 745,138 {450,659} -6 0% Gross Margin 8,838,982 9,842,342 (1,003,360) ~10%
1,303,264 1,148,564 {154,700) -13% Administrative Expense 10,480,274 10,598 453 118,179 1%
(1,008,783} (403,426) (603,359) J150% Net Operating income (1,641,207, (756,111) (885.180)  -117%
- 99,082 60,850 38,232 6H3% Non-Operating Income 920,190 586,112 334,084 57%
(509,703 (342,576) (567,127) ~166%] Current Period Net Income/(Loss) (721,096 (169,955 (551,097)  -324%
(1,244,698) - (1,244,698) N/A Prior Period Activity (713,036) - {715,636} N/A
$(2,15440) % {342,576) % (1,811,825 -529% Reported Net Income/{Loss) $ (1,4306,132) § (165,999) $ (31,266,133) -745%




Alameda Alliance for Health

CFO Finance Report
For the Month & Year to Date Ended March 31, 2007

Operating Results
Membership

Overall, membership has declined 4% on a year to date basis. Compared to the end of the previous fiscal
year, Medi-Cal Mandatory and Healthy Families membership declined 6% and 7%, respectively. This was
partially offset by increases in Medi-Cal Non-Mandatory and Group Care membership of 8% and 16%,
respectively. Current membership, YTD member months and changes in membership since the beginning
of the fiscal year are summarized in the following tables:

Cwrrent Membership and YT Member Months
For the Current Month and Fiscal Year to Date
Faverable/{ Unfavorable)

Membership Member Months
Current Month Year to Date
Actual Budget Variance Variance % Actual Budget  Variance Variance %
72,465 74,108 (1,643 -2% Medi-Cal 669,850 669,892 (423 0%
7,454 8.364 (510) -11% Healthy Families 67,956 73,764 {5,808} -8%
5,047 4,400 647 15% Oroup Care 42,777 39,600 3,177 8%
£.057 1,160 {43y -4% Healthy Kids 9.397 9,900 (503) -5%
86,023 87,972 (1,949 -2% Total 789,980 793,156 (3,176) 0%

YTD Change in Actual Membership by Program
Current Month-End vs. Prior Fiscal Year End

Membership
Cutrent Jime-06 Change % Change
Medi-Cal Mandatory 63,323 67,722 {4,399} -6%
Medi-Cal Non-Mandatory 9,142 8,458 684 8%
Healthy Families 7,454 8,035 {(581) ~T%
Group Care 5,047 4,344 703 16%
Healthy Kids (new 10/05) 1,057 993 64 6%
Total 86,023 89,552 {3,529) -4%

Revenue

For the current month and for the year to date, revenue was within 1% of budget. Overall this reflected a
changing Medi-Cal mix, with declines in the membership offset by increases in the mandatory population
that are capitated by the State at a higher revenue rate.

Medical Expense

For the current month, total medical expense was $12.8 million or $1.7 million (15%) over budget while
vear to date total medical expense was $97.5 million or $1.5 million {1.5%) over budget. Much of the
current month and year to date unfavorable medical expense variances pertain to a sharp increase in high
dollar inpatient hospitalizations. In the previous fiscal year, high dollar cases averaged approximately
$600 thousand per quarter. In the current fiscal year, average quarterly high dollar case expenses were
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$1.5 million with $1.9 million for the quarter ended March 31, 2007. Many of these cases come from the
Medi-Cal Non-Mandatory and Group Care programs and result from a mix of chronic conditions,
accidents and premature births. Also noted was a rise in the average cost per admission. For cases under
$50 thousand, the average cost per admission has increased approximately 10% over the prior fiscal year.

Pharmacy costs reflect an increase in specialty pharmacy costs (infusion and chemo therapies) and
correction of a timing difference in the current month pertaining to the payment of bi-weekly invoices.
specialty care expense is higher than budget, mainly due to higher than anticipated obstetrics expenses.
Partially offsetting the inpatient and other unfavorable variances are: (1) visits to directly contracted
primary care physicians under fee-for-service arrangements continue to be lower than expected and (2)
emergency room utilization has not increased at the rate anticipated.

Certain factors are included in the year to date totals that relate to prior periods, including: (a) PCP
provider bonuses for FY06 performance ($880 thousand, unfavorable) (b) changes in prior period medical
expense estimates ($1.1 million, unfavorable), and (c) reinsurance recoveries in excess of projected
receivable ($348 thousand, favorable). If these items are excluded, medical expense for the yedr to date
would have been $96.8 million, $745 thousand (<1%) over budget for the year to date, including the
unfavorable trends discussed above. Year to date medical expense, adjusted to exclude the impact of the
above factors, was comprised of the following:

Year to Date Medical Expense - Actual vs. Plan

Adjusted to Reflect Prior Peried Activity
Favorable/(Unfavorable)

Per Member Month
Actual Budget Variance Actual Budget Variance
Primary Care Physician $ 10,332,597 § 11,590,647 $ 1,058,050 | & 1333 % 1461 % 1.28 9%
Specialty Care Physician 14,020,357 13,377,638 (642,718) 17.75 16.87 (0.88) -5%
Ancillary Services 21,721,179 22,311,794 590,016 27.50 28.13 0.63 2%
Pharmacy 13,728,503 13,636,665 {91,839 17.38 17.19 0.19) -1%
Emergency Services 5,314,030 5,671,740 387,709 6.73 7.15 0.42 6%
Inpatient Hospital & SNIF 28,574,201 26,283,577 (2,290,624) 36,17 33.14 (3.03) -0
Other Benefits & Services 2,717,138 2,802,646 85,508 3.44 3.53 0.09 3%
Reinsurance Expense 177,701 366,258 188,537 0.22 0.46 0.24 51%
Total % 96,786,306 § 96,040,965 § (7433413 § 12252 % 121.09 § {(1.43) -1%

Administrative Expense

For the current month, administrative expense exceeded budget by $155 thousand (13%), while year to
date admimstrative expense was under budget by $118 thousand (1%). Much of the unfavorable current
month variance and favorable year to date variance resulted from the timing of printing, consultants and
other professionals engaged on various projects. These projects were budgeted but the actual timing
differed from that budgeted.

Balance Sheet

Current assets totaled $31.8 million compared to current liabilities of $14.7 million yielding a current
ratio, the ratio of current assets to current liabilities, of 2.16:1.
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Tangible Net Equity
Tangible net equity (TNE) was $25.1 million compared to the minimum TNE required by the Department
of Managed Care (DMHC) of $7.1 million. Actual TNE is 3.52 times required TNE and therefore
_ includes an excess above the minimum TNE required by statute of $18 million. '
Respectfully submitted,

John Volkober,
Chief Financial Officer
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