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Caveats, qualifications, and limitations

Presenters are members of the American Academy of Actuaries and meet the Qualification Standards of the
Academy to render the actuarial opinion contained herein. To the best of our knowledge and belief, this
presentation is complete and accurate and has been prepared in accordance with generally recognized and
accepted actuarial principles and practices.

This presentation is intended for the internal use of Milliman clients and should not be distributed, in whole or in
part, to any external party without the prior written permission of Milliman. We do not intend this information to
benefit any third party even if we permit the distribution of our work product to such third party.

This presentation is designed to assist Milliman clients with understanding the Medicare Advantage
marketplace. This information may not be appropriate, and should not be used, for other purposes.

Milliman created several models to develop the information in this presentation. We reviewed the models,
including their inputs, calculations, and outputs for consistency, reasonableness, and appropriateness to the
intended purpose and in compliance with generally accepted actuarial practice and relevant actuarial standards
of practice (ASOP). The results and models, including all inputs, calculations, and outputs may not be
appropriate for any other purpose.

We relied on information from CMS in preparing this presentation. If that information is incorrect, our estimates
are likely to be inappropriate. Actual results will vary from estimates contained in this presentation. The content
of this presentation is current as of January 30, 2026.
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Milliman overview

Milliman is on the front lines of healthcare, supporting businesses across the healthcare spectrum

70%

Of all 2026 Medicare Part D
Bids supported by Milliman

46%

Of all 2026 Medicare Bids
supported by Milliman, spread
across national, regional, and
first-time MA plans

) Milliman

5,500+

Hours annually spent on
Medicare research, insights,
and modeling

100+

Credentialed health actuaries
specializing in Medicare

100%

|dentifiable Part C and D data
available through Milliman’s
access to CMS Research
|dentifiable Files (RIF)

24 of 25

Largest health plans
work with Milliman
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Overview of key market changes

Medicare plans are continuing to face material financial headwinds. Material disruption to
the market landscape was evident in 2025 and is continuing into 2026.

Different strategies are
emerging in the

Medicare market due to

the Inflation Reduction
Act (IRA) and other
pressures on Medicare
Advantage business.
We outline key

market trends

in this deck. .

) Milliman

Risk score model
pressure

= The full phasing in of the v28

Part C risk score model as
well as the new RxHCC
model have increased
financial burdens to plans

Plan and organizational
consolidation

» Plans have exited
unprofitable markets as
margin becomes more
of a focus for plans

SNP
strategies

C-SNP offerings have
increased, in part

due to recent regulations
around D-SNP integration
requirements and

D-SNP lookalikes

Benefit and premium
richness

= Many plans have leaned
out benefits and premium
in response to financial
headwinds

Star Rating
measures

= The 2027 Proposed Rule
proposes additional Star
Rating measures that may
result in more headwinds
to plans

Part D
disruption

Part D continues to evolve
with negotiated drugs, most
favored nation pricing, and the
proposed BALANCE Model
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Medicare Advantage landscape changes
Medicare Advantage organization plan offerings decline for the second consecutive year

Key MA-PD market trends Number of MA-PD plans by SNP type, 2025 and 2026

= The total number of MA-PD plans
declined for the second consecutive 4,500 4127
year, as market exits continued for 4,000

. . 3,752
various health plans in 2026

Non-SNPs saw the sharpest decline 5500
with a decrease of approximately 9% 3,000
in plan offerings (5% decrease in 2,500
2025)

D-SNP and C-SNP plan offerings grew
by approximately 10% (8% in 2025) 1,500
and 44% (21% in 2025), respectively 1,000

The decrease in Non-SNP offerings 500
and increase in SNP offerings signals

a sustained strategic shift towards 0
serving higher-acuity populations

2,000

Non-SNP

Source: Milliman MACVAT,; https://www.milliman.com/en/insight/navigating-
pressure-ma-pd-plans-2026
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Plan terminations and service area reduction (SAR) impacts

Nearly 3 million beneficiaries were required to select a new plan for 2026, which is 1.5x the number of
beneficiaries impacted in 2025.

Key insights Beneficiaries impacted by Plan Terminations and SAR

= The number of beneficiaries 2,500,000
forced to shop due to plan 2,211,000

terminations and service 2,000,000
area reductions continues
to climb in 2026 1 500.000 1,348,000
Several organizations
will terminate all but their 1,000,000
D-SNP business in 2026 757,000
586,000
90% of 2025 beneficiaries 500,000
impacted by plan terminations 257,000
48,000

are currently enrolled in

non_SNPS Plan Terminations SAR
2024 = 2025 m2026

Source: Milliman MACVAT ** Includes MA-PD and MA Only
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Medicare Advantage landscape changes
Both medical maximum out-of-pocket (MOOP) and Part D deductibles continue to edge upward

Percentage of plans offering various medical MOOP levels, Percentage of plans offering various Part D deductible levels,
2025 and 2026 2025 and 2026*

m $0.01to $4200 $4200,01to $6750 m$6750.01to $9250 = $0 $0.01to $300
m $300.01 to Standard Part D Deductible Standard Part D Deductible

- 2025 39.7% 17.8% 23.0%

0.0% 20.0% 40.0% 60.0% 80.0% 100.0%

0.0% 20.0% 100.0%

#2025 defined standard Part D deductible is $530; in 2026 the defined standard Part D deductible is $615.

Key takeaways:
= Non-SNPs raised both medical MOOP and Part D deductibles* in response to recent headwinds in the market

» Additionally, the number of non-SNP MA-PD plans in 2026 with a $0 Part D deductible applicable to all tiers declined
almost 24%, while the count of plans with the defined standard Part D deductible increased nearly 14%

*Note: In the non-SNP market, Part D deductibles tend to apply to non-generic tiers only.
Source: Milliman MACVAT,; https://www.milliman.com/en/insight/navigating-pressure-ma-pd-plans-2026
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Themes of recent earnings calls from national carriers
Summaries from United, CVS/Aetna, Elevance, Centene, and Cigna earnings calls

=E . e ) :
— _— : — ,/'-~\I 1 T
= & ! =

Margin recovery 2026 is largely seen Star Ratings Carriers are While emerging
and sustainability as a transition year, improvement is a investing in digital Part D performance
are prioritized over with benefit and focus, with transformation, Al, was largely in line
membership growth, network cuts, plan investments in and value-based with expectations,
with multiple carriers  exits, and re-pricing quality and member care strategies carriers are cautious
exiting unprofitable to offset high engagement about 2026 and
plans or geographies  medical trends beyond due to rising
and government specialty drug
funding changes costs, the full impact

of IRA reforms, and
ongoing competitive
pressures

Source: Q2 and Q3 2025 National Carrier Earnings Calls
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PBM businesses
are transitioning to
more transparent,
fee-based models
with emphasis on
lowest net cost
and alignment with
regulatory priorities

10
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Many organizations are seeing material benefit degradations in 2026
Enrollment weighted across the MA-PD general enroliment market. Premium metrics reflect only premium-bearing plans.

2026 Avg. Member
2026 Avg. 2026 Avg. 2026 Avg. Premium

National Carrier Plan Counts 2026 Medical MOOP Medical Deductible Specialist Copay (Excludes $0 premium plans)

'J United $5,200 $21 $35
¥)) Healthcare +$9 change
564 $5,360 $122 $28 $36
Humﬂnﬂ -$2 change
’ a_etn a 445 $6,450 $85 $39 $38
EleVGnce‘ 156 $5,250 $0 $31 $41
Health -$7 change +$3 change
CENTENE 157 $6,280 $71 $23 $38
No change
. * 217 $5,070 $25 $27 $57
Healthsp"ng -$60 change -$1 change

Source: 2026 Milliman MACVAT®, General Enrollment MA-PD plans. Excludes Cost, MSA, PDP, PACE, and MA-Only plans. Excludes U.S. Territories. *HealthSpring includes both legacy Cigna and Legacy HCSC business.

E) Milliman 11
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Medicare Advantage landscape changes
PPO plan types were disproportionately impacted as carriers shifted their managed care approach for 2026

Key MA-PD market trends Shifts of members and plan counts impacted by organization and plan type,

2025 to 2026*
= PPO plan offerings continued to

decline in 2026, highlighted by the CARRIER PPO HMO-POS
change in offerings among national

carriers UnitedHealthcare Vv 70

Outside of HealthSpring, organizations Humana A 75
either invested in adding HMO plan
types or were largely neutral CVS YV 64

This shift may signal a continued
move toward a preference for HMOs in
the

MA market as plans seek tighter
network control and cost containment
heading into 2026

Centene Vv 22 0

HealthSpring* V 66 Vv 22

Elevance V22 A 10

Devoted Health A 83 A 109

Source: Milliman MACVAT,; https://www.milliman.com/en/insight/navigating-
pressure-ma-pd-plans-2026

*2025 and 2026 plan counts inciude both legacy Cigna and legacy Health Care Service Corporation (HCSC) business. PPOs include LPPOs and

RPPO plan types
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Medicare Advantage landscape changes
Market availability of $0 plans continues to tighten, and there are fewer plan offerings at lower premiums.

Key MA-PD market trends

Source: Milliman MACVAT,; https://www.milliman.com/en/insight/navigating-

There are 231 fewer $0 premium plans
in the market in 2026 relative to 2025,
a 9.5% decrease (1% decrease in
2025)

Fewer plans are offering lower
premium levels in 2026 relative to
2025, while more plans are offering
higher premium levels in 2026 relative
to 2025

The resulting shift in premiums is likely
a response to the recent cost and
revenue headwinds MAOs have faced
over the past couple of years

pressure-ma-pd-plans-2026

) Milliman

Histogram of percentage of premium-bearing, MA-PD plans, 2025 and 2026*
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*Each label marks the starting value of a premium range (e.g., “$10" covers premiumes greater than $10 and up to $20). The final bucket includes all
plans above $200.
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D-SNP enroliment by organization in 2026

United continues market dominance with over 1/3 market share

Key insights
= United has over 1/3 market share, and
continues to grow market share each year 22??
(0]
Humana, CVS, and Elevance each have
13%, 8%, and 7% market share respectively United
39%

Other national and local carriers have been
expanding D-SNP footprints

D-SNP = 5.3M

The displayed market share is reflective of all .
P&y Total Lives

MMP to D-SNP conversions using September

2025 membership cross-walked to 2026 Centene
7%

Elevance
7%

CVS Humana
8% 13%

Source: 2026 Miliman MACVAT®. United ®mHumana = CVS mElevance mCentene mOther

) Milliman
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C-SNP enrollment in 2026

United continues market dominance with over 50% market share

Key insights
= United is the dominant carrier by both plan
count and enroliment

The C-SNP market is highly concentrated,
with 87% of enrollment in the top 4 carriers

and 95% of enrollment in the top 8 carriers.

Enrollment in the C-SNP market increased
significantly (+7%) relative to 2024 where
it held only 12% of total SNP enroliment

— Some of this growth is due to C-SNPs
that primarily enroll dually eligible
individuals. CMS has stated they are
looking into this and included an RFI
in the 2027 Proposed Rule

Source: 2026 Milliman MACVAT®.

) Milliman

2026 C-SNP enrollment Other
by organization SCAN 10%
3%
Alignment

4%

Elevance

e C-SNP = 1.3M
Total Lives

Humana
19%

United mHumana = Elevance mAlignment mSCAN = Other

United
54%
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I-SNP enrollment in 2026

United continues market dominance with over 45% market share, but pulled back on I-SNP plan offerings in 2026

Key insights

= United is the dominant carrier by both plan
count and enrollment, but reduced plan
count offering in 2026

Rifkin is the second largest carrier by
enroliment with 8% market share, followed
closely by Mitchell and Longevity

“Other” organizations include the next 25
[-SNP organizations

Other than United and Rifkin, all I-SNP
carriers have 6,600 or fewer [-SNP members

Individual I-SNPs typically have fewer
than 1,000 members

Source: 2026 Milliman MACVAT®.

) Milliman

Other
30%

I-SNP = 120K
Total Lives

SNP Holdings
3%
Longevity
5%
Mitchell
6% Rifkin
8%

United
48%

16
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On November 25, 2025, CMS released the CY2027 Proposed Rule

(CMS-4208-P)

Codification of remaining
aspects of the IRAPart D
benefit redesign

The decision to Star Rating changes proposed
finalize provisions 8{2} fOI’.2027, 2028, and 2029
in this CMS rule = ratingiyears
will be forthcoming
in 2026
Og::go Integration for Dual-Eligibles

......

Removal of requirement for
mid-year notices for unused
supplemental benefits

.. Reverts to prior rules for

£\ equitable access to MA and
)j eliminates the health equity
requirement related to UM

(CMS-4212-P) | CMS
Full Proposed Rule: https://public-inspection.federalregister.gov/2025-21456.pdf

) Milliman

RFI on future changes to MA,
specifically around risk
adjustment and quality bonus

Fact Sheet: Contract Year 2027 Policy and Technical Changes to the Medicare Advantage Program, Medicare Prescription Drug Benefit Program, and Medicare Cost Plan Program

18
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Details of major components of the CY2027 proposed rule

S
Star Ratings

= 2027 (2028 bid) Star Ratings: Removal
of HEI reward factor set to take effect
for the 2027 star ratings and reverting
to the previous reward factor

= 2028 (2029 bid) Star Ratings: Removal
of foreign language interpreter call
center measures as well as Statin
Therapy measure

= 2029 (2030 bid) Star Ratings: Removal
of 9 additional star rating measures

QYo
O O
gLo

Integration for Dual-Eligibles

Changes to passive enroliment including a
120-day continuity of care requirement for
integrated D-SNPs receiving new enrollees

Permitting CMS to immediately terminate
contracts for D-SNPs whose state
Medicaid contracts are terminated

Federal regulators are expressing concern
about increasing dual eligible enroliment
in C-SNPs and I-SNPs

Removal of requirement for mid-year
notices for unused supplemental benefits

Removal of the proposal to take effect
in CY2026 that requires health plans to
perform minimum outreach efforts once
per year to beneficiaries

— Included a list of benefits not accessed

during first six months of year,

including scope of benefit, cost sharing,
instructions on how to access, network
information, and customer service
information

Fact Sheet: Contract Year 2027 Policy and Technical Changes to the Medicare Advantage Program, Medicare Prescription Drug Benefit Program, and Medicare Cost Plan Program (CMS-4212-P) | CMS

Full Proposed Rule: https://public-inspection.federalregister.gov/2025-21456.pdf

) Milliman
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Historic Perspective on Star Rating Performance
Reward thresholds have declined to historic lows

Star Ratings increased steadily through Historical Star Rating Reward Thresholds Overall with New Measures and Improvement
the 2021 Rating year
433

Major methodology changes introduced A
in the 2021 Final Rule /

COVID-19 policies introduced hold- 411 4.13
4.0/ 419 \

harmless provisions for the 2022 Star e~

. e 4.03 4.04
Ratings, temporarily inflating results 58 399 403 401 —
2 Q5

Ratings reverted back in the 2023 U3

Star Ratings 3-86 0

The 2024 Star Ratings introduced Tukey 379 4 3.78 37 3.77
outlier removal, subject to a 5% guardrail, - 3.69 3.2 3.71

with impacts carrying into the 2024 and .
2025 Star Ratings

w
~l
N

—3:65—3:65

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Star Rating Year

The 2026 Star Ratings represent the
lowest reward thresholds observed
since program inception in 2014 65th Percentile ~—e—85th Percentile

Sources:
2014 to 2026 Technical Notes: https://www.cms.gov/medicare/health-drug-plans/part-c-d-performance-data
Final 2024 Reward Factors released by CMS upon request

E) Milliman 20
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Star Ratings Help Drive Record Industry Losses

Reward shift to EHO4AIl was expected to create significant savings for CMS (revenue reductions for MAOSs)

CMS initially estimated that removing Tukey CMS Cost Savings / MAO Revenue Reductions ($Millions)
outliers would reduce MAO revenue by
approximately $1.0-$1.5 billion across QLY
the 2024-2026 Star Ratings

. ) $10,000
Actual Star Rating revenue reductions were
materially larger, with an estimated “all-in” $8.000 _
impact of roughly $4 billion for the 2025 ’ —%{'; _F’;;’/J‘;C;'ed
Star Ratings $6.000 B
CMS was set to replace the current reward CMS Projected
system with the Excellent Health Outcomes $4.000 3736 — §7300 $8,114 — Total (finalized)
for All (EHOA4AIl) program beginning with the ’ $6,666 ’
2027 Star Ratings, which CMS estimated $2.000 $747 | Estimated
would reduce MAO revenue by approximately \ Actual "All-In"
$5 billion in the first year - $935 $1,048 $1,491 Impact
The 2024 proposed rule included a Change SR 2024 /PY SR 2025/PY SR 2026/PY SR2027/PY SR?2028/PY SR 2029/PY
to increase the quality improvement hold 2025 2026 2027 2028 2029 2030
harmless threshold from 4.0 to 5.0 Stars, Star Year / Payment Year
and it has gone through commentary
period. If finalized, this change would Sources:

https://us.milliman.com/en/insight/future-of-medicare-star-ratings-reimagined-cms-bonus-system

further reduce MAO revenue by an
estimated $2 billion annually https://www.milliman.com/en/insight/falling-star-rating-trajectory-2027-proposed-rule

https://www.milliman.com/en/insight/medicare-advantage-organizations-financial-results-for-2023

E) Milliman 21
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Finalized and Proposed Changes by Star Rating Year

2027 Star Rating

= Physical and mental health
measures increase to a weight of 3

= Part D patient safety measure
updates

= Removal of Care for Older
Adults — Pain Assessment

Note: indicates proposed changes

2028 Star Rating

= Changes to the three medication
adherence measures, including
implementation of risk adjustment
and removal of inpatient/SNF stay
adjustment

2029 Star Rating

Fact Sheet: Contract Year 2027 Policy and Technical Changes to the Medicare Advantage Program, Medicare Prescription Drug Benefit Program, and Medicare Cost Plan Program (CMS-4212-P) | CMS

Full Proposed Rule: https://public-inspection.federalregister.gov/2025-21456.pdf
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Simulated Impact of the 2027 Proposed Rule

Proposed changes would materially lower Star Ratings relative to current performance

This simulation reflects current policy,
assuming the existing reward factor
remains in place and the EHOA4AII
program is not implemented.

Key findings include:

» The national, contract-weighted
average Star Rating declines by
approximately 0.15 Stars.

Approximately 158 contracts decline
by at least 0.5 Stars, including two
contracts that decline by a full Star.

Forty-two contracts fall below the
4.0-Star Quality Bonus Payment (QBP)
threshold, while only eleven contracts
move above it.

The number of contracts rated below
3.5 Stars increases by 63.

) Milliman

MODELED ACTUAL 2026 STAR RATINGS

STAR RATINGS -
WITHOUT
MEASURES

LI = B =R = =~ D = =

19 Star Rating and revenue increase 134

o Star Rating only increase 30

Sources: https://www.milliman.com/en/insight/falling-star-rating-trajectory-2027-proposed-rule

Star Rating and revenue decrease

Star Rating only decrease

TOTAL
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Implications of the 2027 Proposed Rule

The proposal primarily delays revenue reductions rather than eliminating them

= By notimplementing the EHO4AIl reward CMS Cost Savings / MAO Revenue Reductions ($Millions)
replacement, the 2027 Star Ratings largely
maintain the current reward structure, with $12,000
no major methodology changes unless the
5.0 hold harmless provision is finalized or $10,000
the 2027 Final Rule differs materially from
the 2027 Proposed Rule $8,000
The 2028 and 2029 Star Ratings begin to
phase in the impact of measure removals and $6.000 mmm CMS Projected
additions, which would largely restore CMS’s Total - w/ HH
expected annual cost savings from eliminating $4,000 $3,736
the EHO4AII program CMS Projected
By SR 2029 / PY 2030, the total cost savings $2.000 - \“ UelEl (meliPzse))
under the changes from the Proposed Rule o $935 $1,048 $1,491 $1.646
are less than a billion smaller than under SR2024/PY SR2025/PY SR2026/PY SR2027/PY SR2028/PY SR2029/PY iStimfﬁi‘I’I -
the previous rule set 2025 2026 2027 2028 2029 2030 | nf:::;i o

Star Year / Payment Year

Sources:
https://us.milliman.com/en/insight/future-of-medicare-star-ratings-reimagined-cms-bonus-system
https://www.milliman.com/en/insight/medicare-advantage-organizations-financial-results-for-2023
https://www.milliman.com/en/insight/falling-star-rating-trajectory-2027-proposed-rule
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On January 26, 2026, CMS released the CY2027 Advanced Notice

CY2027 Advanced County Benchmarks Risk Scores Key Part D Benefit
] Parameters
Notice . ; L
= FFS growth percentage = CMS is proposing a new = Deductible increases from
of 5.10% (non-ESRD) CMS-HCC Part C risk $615 to $700 in 2027
develops the ACA score model for non- = MOOP increases from
Specified amounts ESRD/non-PACE enrollees $2’100 to $2’400 in 2027
= MA growth percentage = CMS proposes to use = Retiree Drug Subsidy
of 4.04% is used to separate continued Cost Limit increases
develop the pre-ACA enrollee model segments from $12.650 to $14,400
applicable amounts for MA-PD and PDP in 2027
= CMS estimates an beneficiaries.
effective growth rate = CMS projects a -3.32%
of 4.97% for 2027 revenue due to risk
score calibration and
normalization
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National MA-PD Part D benefit changes

General enroliment plan offerings

Part D Deductible?
National Carrier Plan Counts 20262 (2026 avg. plan weighted) T3 Cost-Sharing T4 Cost-Sharing

'J Hg:ﬁ%gcare

Humana

vaetna

Elevance
Health

CENTENE'

Health

Care

Service
Corporation..

1 Benefit summaries are sourced from 2026 Landscape File and 2026 Medicare Plan Finder review. HCSC includes legacy Cigna business.
2 MA-PD (excludes MA Only), General Enroliment Plans. Note often in the general enrollment market, Part D deductibles tend to apply to non-generic tiers only. Averages rounded to the nearest $5.
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National 2026 PDP Changes — Continued market consolidation

Large premium swings (both positive and negative) and plan exits will increase member shopping

National Carrier Basic Plan Premium Change from 2025 Enhanced Plan Premium Change from 2025

'J Hggl%}(llcare $55.17

$126.14

Only national carrier
H $11.81 $26.07 | offering two EA plans; 2n¢
U m G n Cl : $120.08 EA is only plan with copay
’ on T3
¥aetna 524 NIA NIA
Lost LIS eligibility in 14 regions

Elevance Exiting market
Health

$6.06
CENTENE $8.73 Consolidating 2nd EA

Health
HCSC:.. [ e
Corporation.. Includes legacy Cigna plans

1 Benefit summaries are sourced from 2026 Landscape File and 2026 Medicare Plan Finder review. HCSC includes legacy Cigna.
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DSNP Part D benefits shift from VBID to $0 generics

Plans switch to Enhanced Alternative design to offer reduced cost sharing for LIS members

Key insights % of 2026 DSNP Members with $0 Part D Cost Sharing
= Part D benefit changes on DSNPs in 100%
2026 is driven by: 90%
— Sunsetting of VBID at the end of 2025 80% ——
— Offering positive supplemental 70% ——
premium to offset negative basic 60% ——
premiums 50% ——
In 2025, nearly 85% of members 40% ——
enrolled in DSNPs had $0 cost sharing 30% ——
on every tier through VBID 20% —— —
The maijority of plans offering LIS VBID 10% —— — I
in 2025 offer $0 cost sharing and no 0%
deductible on Tier 1 in 2026 No Deductible $0 Cost Share
A small portion of DSNPs bought down m Preferred Generic  ® Non-Preferred Generic Select Tier
COSt Sharing on brand tiers’ as mOSt Note: Tier mapping to preferred generic, non-preferred generic, and select tiers are assigned at the plan level, depending on the DSNP plans tier structure.
p|ans offer Coinsu rances at or near Membership based on September 2025 CMS enroliment crosswalked to 2026 plans. LIS VBID (2025) values based on February 2025 CMS enrollment. Excludes
Puerto Rico.
defined standard 25% Source: Milliman MACVAT
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Part D utilization trends draw the attention of Part D plans

Individual Medicare Part D Gross Cost PMPM Trends

Nli Specialty Trends By Plan Type, 1H2025 Vs. CY2024

$1,000

Gross Cost PMPM Utilization

Plan Type

BOA) 2%

$800

$600

7%
8%
$400 — 17%
9%

$200 — — —

)
Total NLI

1H 2024 m2H 2024 = 1H 2025

Source: https://www.milliman.com/en/insight/medicare-medintel-part-d-trend-insights-halfyear-2025

*Patient Assistance Program

) Milliman

PDP

MA-PD

EGWP

Key insights

= The difference between individual and EGWP utilization
LI trends is likely attributed to induced utilization and
manufacturer PAP* changes.

30
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Nearly 10% of Part D members reached the catastrophic phase by June 2025

Key insights Percentage of beneficiaries reaching catastrophic phase by month, 2023-2025

» Members are reaching the catastrophic
phase in 2025 at a faster rate than prior
years due to a lower OOP spending
threshold, increasing utilization trends,
and plan benefit design changes.

NLI members are spending $1,220
on average while satisfying the $2,000
MOOP

— This is because of nuances with
the Part D adjudication and the
“greater of logic”

$5.,000
$4,000
$3.000
$2,000
$1,000

$0
Jun-24 Jun-25 Jun-23 Jun-24

Reaches catastrophic phase Does not reach catastrophic phase

Source: MOORP there it is: In 2025, Part D beneficiaries are spending $1,200 on average to satisfy the $2,000 out-of-pocket maximum.
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2027 Part D Hot Topics

MAOs should be prepared for another year of Direct Subsidy uncertainty

r-

_____

BALANCE

Proposed
demonstration
expanding access
to GLP-1s for
weight loss

Uncertainty in
model parameters
and plan
incentives

Implementation
depends on
participation levels

O

QYo
op e

2027 RxHCC

*Medicare Drug Price Negotiation Program

) Milliman

Recalibrated to
2024 claims, but
does not capture
substantial 2025
NLI trends

Separate
coefficients and
normalization
factors for
MAPD/PDP

Not recalibrated
for 2027 MFPs

o

Trends

Uncertainty if full
impact of IU / PAP
changes was
realized in 2025

Member behavior
impacts with
second year of
benefit redesign

I3

2027 MDPNP*

Specialty
concentrated —
expecting less
impact to rebates
relative to IPAY
2026 drugs

Market reaction

to IPAY 2026
formulary
placement and UM
requirements

©

Regulatory

= PDP
Demonstration
uncertainty

» Most Favored
Nation (MFN)
impacts on
list prices

= Pharmaceutical
Tariffs

Other

Flat revenue
growth in MA

Nearly 14%
increase in
defined standard
deductible &
MOOP

M3P enrollment
after slow start
in 2025



Q&A
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Thank you

Mary Yeh
Mary.Yeh@milliman.com

Jordan Cates
Jordan.Cates@milliman.com

Tyler Copeland
Tyler.Copeland@milliman.com
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