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Introduction

The Texas Health and Human Services Commission (HHSC) publishes statutory financial statistical reports (FSRs)
for managed care organizations (MCOs) contracting with the state to provide benefits under Medicaid and the
Children’s Health Insurance Program (CHIP).1 MCOs submit the FSRs, and HHSC then uploads them to its website
quarterly during the state fiscal year (SFY) and again with runout 90 days and 334 days after the end of the SFY. The
state is on a fiscal year cycle from September to August, and this report utilizes the FSRs through Q4 SFY 2025, or
August 31, 2025. This report is a refresh of Milliman’s prior analysis through Q3 SFY 2023.2

Each FSR includes data for one of six programs and one of 13 service delivery areas (SDAs). The Medicaid
programs are STAR, STAR Kids, STAR+PLUS, CHIP, the Medicare-Medicaid Plan (MMP), and STAR Health. As
background, the following are brief descriptions of the Medicaid and CHIP programs in the state of Texas:

= STAR provides traditional Medicaid services for low-income children, pregnant women, and families.

= STAR Kids covers children and adults aged 20 and younger with disabilities who qualify for federal Supplemental
Security Income (SSI).

=  STAR+PLUS covers adults over 20 who qualify for federal SSI (i.e., over 65, blind, or disabled). STAR+PLUS
includes both acute care and long-term care coverage.

= CHIP expands Medicaid services for children up to 201% of the household federal poverty level (FPL).3

= MMP was a Centers for Medicare and Medicaid Services (CMS) demonstration project for plans that coordinate
Medicare and Medicaid benefits for people who are dually eligible for both and integrated acute care and long-
term services and supports. Texas HHSC terminated the Dual Demonstration Program on December 31, 2025.
Dual-eligible members enrolled in an MMP transitioned to receiving Medicaid coverage from a STAR+PLUS plan
and Medicare coverage from a dual-eligible special needs plan (D-SNP) or another Medicare plan.*

= STAR Health provides coordinated healthcare services for children in foster and kinship care. Only one MCO
offers this program, and this program is not evaluated within this report.

The first part of the FSR template is an incurred-basis financial summary that includes member months, revenue
items, and expense items by month for the current fiscal year. For each quarterly HHSC upload, there are
approximately 150 FSRs for the 16 MCOs currently operating in the SDAs across the five programs.

Milliman compiled the FSRs for SFYs 2019 to 2025. In this report, we summarize quarterly and annual financial
results by program. In the appendixes, we display additional details by SDA. Comparing SFY 2025 with prior years
provides insight into the impact of the effect of redetermination of Medicaid eligibility at the end of the Public Health
Emergency (PHE). In Texas, the unwinding period began in April 2023, and renewals were initiated for 99% of the
Medicaid population by April 2024.5 SFY 2025 is the first full year after this update, which allows for a clearer
assessment of the change’s impacts.

The Texas Medicaid programs contain a tiered experience refund structure, called the experience rebate, that caps
MCO annual profits reported in the FSRs and shares the remainder of profits with the state of Texas. Because of this,
the FSR financial results are incomplete and should not be relied upon to draw conclusions regarding ultimate
experience or profitability but can be used to show overall trends. The impact of the experience rebate on MCO
profitability is approximated in this report.

-

. Texas Health and Human Services Commission. Medicaid and CHIP Financial Statistical Reports. Retrieved June 3, 2026, from
https://hhs.texas.gov/services/health/medicaid-chip/managed-care-contract-management/medicaid-chip-financial-statistical-reports.

2. Hill, E., Muse, D., Hsu, M., & Britt, G. (March 6, 2024). Texas Medicaid managed care financial results for Q3 SFY 2023. Milliman report. Retrieved
June 3, 2026, from https://www.milliman.com/en/insight/texas-medicaid-managed-care-financial-results-for-q3-sfy-2023.

3. Texas Health and Human Services Commission. (January 1, 2026). Texas works handbook. Retrieved June 3, 2026, from
https://www.hhs.texas.gov/book/export/htm|/75506.

4. See https://www.hhs.texas.gov/services/health/medicaid-chip/medicaid-chip-programs-services/options-medicare-medicaid-dual-coverage for the
latest MMP transition details.

5. Texas Health and Human Services Commission. (April 2024). End of continuous Medicaid coverage. Retrieved June 3, 2026, from
https://www.hhs.texas.gov/sites/default/files/documents/april-2024-end-continuous-medical-dashboard.pdf.
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In a separate report, Milliman has also analyzed quarterly results for Medicaid MCOs at the national level, based on
National Association of Insurance Commissioners (NAIC) financial statements submitted to state insurance
regulators. Results reported on NAIC statements can be different from those reported under contractually defined
FSR accounting principles. This most recent information is available in the Milliman report “Medicaid managed care
financial results for 2024,” which is annually refreshed.®

Caution must be used when comparing quarterly financial results because of the inherent volatility and nature of
accruals in quarterly financial reporting. Please refer to the Limitations and data reliance section below for a
discussion of considerations when interpreting the results.

Membership and revenue

MEMBERSHIP

There were four million total members from the FSRs for all Medicaid and CHIP programs combined during
Q4 SFY 2025. Figure 1 shows total members by quarter and program over the past several years.

FIGURE 1: TOTAL MEMBERS BY QUARTER AND PROGRAM
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With the onset of the COVID-19 pandemic and the temporary waiver of eligibility renewal requirements, combined
membership increased by 45% or 1.8 million for the period from Q2 SFY 2020 to Q3 SFY 2023. STAR increased by
71%, CHIP decreased by 82%, and the other programs were less affected. The suspension of the reapplication
process for Medicaid eligibility during the PHE contributed to the shift from CHIP into STAR.

During the redetermination period following the end of the continuous coverage requirement, combined membership
dropped by 30% or 1.7 million from Q3 SFY 2023 to Q3 SFY 2024. STAR accounted for most of the decrease, with
its membership dropping to near prepandemic levels. CHIP was the only program to see an increase over this period.
However, CHIP membership is still around half of what it was in Q2 SFY 2020. Membership across all programs has
remained relatively stable following the end of the redetermination period.

6. Palmer, J., Pettit, C., McCulla, I., & Kinnick, C. (June 30, 2025). Medicaid managed care financial results for 2024. Milliman annual report. Retrieved
June 3, 2026, from https://www.milliman.com/en/insight/medicaid-managed-care-financial-results-2024.
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REVENUE

The total premium changes over the past three years, excluding investment income and other revenue changes,
reflect the more turbulent membership patterns, as seen in Figure 2.

FIGURE 2: REVENUE BY SFY AND PROGRAM

PREMIUM REVENUE ($ BILLIONS) PREMIUM REVENUE PMPM PMPM % CHANGE

SFY 2023 SFY 2024 SFY 2025 SFY 2023 SFY 2024 SFY 2025 SFY 2024 SFY 2025

STAR $20.8 $16.7 $15.4 $366 $414 $409 13.2% -1.3%
STAR Kids $4.3 $3.7 $3.7 $2,111 $2,077 $2,261 -1.6% 8.9%
STAR+PLUS $13.7 $13.3 $15.2 $1,984 $2,086 $2,425 5.2% 16.2%
CHIP $0.3 $0.5 $0.6 $267 $239 $260 -10.4% 8.6%
MMP $1.3 $1.0 $0.7 $3,338 $3,445 $3,741 3.2% 8.6%

TOTAL $40.3 $35.1 $35.7 $601 $691 $741 15.1% 7.2%

Total premium revenue is defined as the sum of the following items from the income statements:

PREMIUM REVENUE = MEDICAL PREMIUM
+ PHARMACY PREMIUM

Gross revenue is defined as the sum of the following items from the income statements, and this amount is used in
later expense ratios and net incomes.

GROSS REVENUE = MEDICAL PREMIUM
+ PHARMACY PREMIUM
+ HEALTH INSURANCE PROVIDERS FEE PASS-THROUGH
+ OTHER REVENUE
+ INVESTMENT INCOME

Net revenue is defined as the sum of the following items from the income statements, and this amount is used in later
expense ratios and net incomes.

NET REVENUE = GROSS REVENUE
- PREMIUM TAXES
- MAINTENANCE TAXES

As shown in Figure 2, average premium revenue was $741 per member per month (PMPM) in SFY 2025,
an increase of 7.2% relative to SFY 2024. STAR+PLUS had the highest two-year premium PMPM growth
from SFY 2023 to SFY 2025, whereas CHIP had the greatest two-year premium PMPM decrease.”

Revenue for MCOs is designed to reflect enrollee acuity. MCOs receive higher revenue for members expected to use
more services and lower revenue for healthier members. When acuity rises because the enrolled population becomes
sicker or higher need, the MCQO’s expected claims increase. If the acuity adjustment tracks the shift well, higher
payments should offset higher costs and stabilize margins.

7. Premium revenue PMPM amounts are not adjusted for population case-mix changes by risk group.

Texas Medicaid managed care 3 June 2026
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Acuity dynamics matter most during enroliment churn, such as the redetermination period. If lower need members
disenroll faster than higher need members, the remaining population’s average acuity increases. MCOs can face
margin pressure if rate setting does not match actual acuity. Texas’s rate updates and risk adjustment mechanisms
are intended to align payments with the new acuity level, but fluctuations in enrollment and medical expenses can
limit the state’s ability to accurately measure acuity.

As can be seen in Figure 2, the premium PMPM increased substantially in both SFY 2024 and SFY 2025. This is due
to an increase in acuity and a higher proportion of members in the higher cost programs (e.g., STAR Kids and
STAR+Plus).

Directed payment programs

Directed payment programs (DPPs) are state initiatives to increase the payments from MCOs to providers based on
quality metrics or to improve access.® They aim to improve delivery and payment systems for different facilities and
types of service. The DPPs are:

=  Comprehensive Hospital Increase Reimbursement Program (CHIRP)

= Directed Payment Program for Behavioral Health Services (DPP BHS)

= Network Access Improvement Program (NAIP)

= Quality Incentive Payment Program (QIPP)

= Rural Access to Primary and Preventive Services (RAPPS)

= Texas Incentives for Physician and Professional Services (TIPPS)

The largest DPP is CHIRP, which replaced the older Uniform Hospital Rate Increase Program (UHRIP) model for
STAR and STAR+PLUS. Until recently, the CHIRP DPP had been composed of two components: UHRIP and the
Average Commercial Incentive Award (ACIA). In SFY 2024, a new optional pay-for-performance component called
the Alternate Participating Hospital Reimbursement for Improving Quality Award (APHRIQA) was added to CHIRP for
urban and children’s hospitals.

See Figure 3 for a demonstration of the scale of these DPPs on a percentage of gross revenue basis from SFY 2023
to SFY 2025. As of SFY 2025, CHIP and MMP do not have DPPs.

FIGURE 3: DPP PASS-THROUGH EXPENSES AS A PERCENTAGE OF GROSS REVENUE BY FISCAL YEAR
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8. Texas Health and Human Services Commission. Directed payment programs: Comprehensive hospital increase reimbursement program. Retrieved
June 3, 2026, from https://www.hhs.texas.gov/providers/medicaid-business-resources/medicaid-supplemental-payment-directed-payment-
programs/directed-payment-programs.
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The increase in scale between SFY 2023 and SFY 2024 for STAR and STAR+PLUS is primarily driven by CHIRP.
STAR had a reversion downward during SFY 2025. However, for STAR+PLUS, CHIRP increased as a percentage of
gross revenue for SFY 2025. Changes in CHIRP payments are driven by uniform rate increases, as well as
performance-based payments for participating hospitals.

See Figure 4 for the split of STAR’s expenses between DPP and non-DPP.

FIGURE 4: STAR MEDICAL EXPENSES PMPM FOR DPP AND NON-DPP MEDICAL EXPENSES*
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* Note that UHRIP and NAIP are included in non-DPP medical claims for SFY 2019-2021, as the UHRIP and NAIP claims were not separated in the FSRs.

The DPPs are considered pass-through payments to the MCOs, where a specified amount of DPP premium received
from the state will be passed to qualified or participating providers. With more DPP volume in recent years, the
affected programs have a higher non-risk portion of premium. This affects the average medical loss ratios and
payment patterns of the MCOs.

Expense and net income ratios

MEDICAL LOSS RATIOS

During the PHE and the subsequent temporary waiver of eligibility renewal requirements, medical loss ratios (MLRs)
declined overall and showed significant variance between years and programs. However, in the post redetermination
period in SFY 2024 and later, MLRs increased substantially for most programs when compared to historical levels. In
the most recent year (SFY 2025), MLRs rose even higher than they were in SFY 2024.

MLR is defined by the following equation:

MEDICAL LOSS RATIO = MEDICAL EXPENSES + PHARMACY EXPENSES

NET REVENUE

Texas Medicaid managed care 5 June 2026
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Figure 5 shows MLRs by SFY and program.

FIGURE 5: MLRS BY SFY AND PROGRAM*
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* Note that FSRs do not include experience rebates, so the MLRs shown are before any profit risk sharing as required by contracts with HHSC.

From SFY 2019 to SFY 2021, MLRs for STAR and STAR Kids both decreased by more than 10%. The decreases for
STAR and STAR Kids corresponded with the timing of the PHE and fit the pattern of lower utilization and the deferral
of services for younger or healthier populations. In addition, there has been inverse correlation between enroliment
and MLR for these programs during the significant enrollment changes. That is, as enrollment decreases for each
program, the MLR has generally increased, and vice versa.

CHIP MLRs also decreased at the start of the PHE but continued to increase beyond historical levels as membership
declined before the redetermination period.

Changes for STAR+PLUS and MMP were more consistent with historical volatility and have remained relatively
stable before, during, and after the PHE, reflecting a reduced impact for older and chronically ill populations in
programs with a long-term care component. However, both programs experienced elevated MLRs during SFY 2024
and SFY 2025, which is likely related to the significant health care trends for all healthcare payers during the same
period.

Also note that the MLRs for SFY 2025 through Q4 include a significant component for incurred but not reported
(IBNR) expense. Historically, runout decreases the MLR over time in the Texas Medicaid FSRs, which indicates
some conservativeness in the reserve estimates. See Milliman'’s last report through Q3 SFY 2023 for reference. The
composite MLR for SFY 2023 through Q3 was 84.2% with runout through May 2023 and is now 82.2% with runout
through July 2024 from the 334-day report.

ADMINISTRATIVE EXPENSE RATIOS

Over the past two fiscal years, the administrative expense ratio has remained relatively stable for the combined
programs. When reviewing each program individually, the ratios for STAR and STAR Kids have slightly increased.
STAR+PLUS, CHIP, and MMP experienced a decrease in the administrative expense ratio over the same period.

Administrative expense ratio is defined by the following equation:

ADMINISTRATIVE EXPENSE RATIO = ADMINISTRATIVE EXPENSES

NET REVENUE
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Figure 6 shows administrative expense ratios by SFY and program.

FIGURE 6: ADMINISTRATIVE EXPENSE RATIOS BY SFY AND PROGRAM
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Over the past two fiscal years, the composite ratio has dropped by 0.1% each year to end at 4.7% in SFY 2025. Like
the MLRs, the change in the administrative expense ratio is inversely correlated to membership. That is, as
enroliment decreases, the ratio of administration expenses increases. A likely source of this dynamic is fixed
administrative costs, which do not change with enrollment shifts.

NET INCOME RATIOS
Figure 7 shows net income ratios by SFY and program.

FIGURE 7: NET INCOME RATIOS BY SFY AND PROGRAM*
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* Note that FSRs do not include experience rebates, so the net incomes shown are before any profit risk sharing as required by contracts with HHSC.
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Net income and the net income ratios are defined by the following equations:

NET INCOME = NET REVENUE - MEDICAL EXPENSE + ADMINISTRATIVE EXPENSE

NET INCOME RATIO = NET INCOME / NET REVENUE

From SFY 2019 to SFY 2022, average net income ratios generally trended upward, moving from 1.8% to 12.9% for
all programs combined. The net income ratio remained stable during SFY 2023 but dramatically decreased to 3.8% in
SFY 2024. This decrease is likely due to the redetermination period impacting the average cost for the enrolled
population. CHIP was the only program that was the exception to this net income ratio trend due to having the inverse
impact on enrollment during the redetermination period.

At the start of the PHE, STAR and STAR Kids both experienced spikes in net income ratios that persisted for several
years. STAR+PLUS also experienced an increase in net income ratio but on a lesser scale. STAR was at a 1.5% net
income ratio as of SFY 2025, which is not yet below the prepandemic level of below 0%. In SFY 2025, however, both
STAR Kids and STAR+PLUS have reached levels below their respective prepandemic net income ratio in SFY 2019.
Also influencing net income ratio changes were the reduced administrative expense ratios due to higher membership
in STAR.

Figure 8 examines the distributions of net income ratios by MCO to remove the effect of large MCOs impacting the
overall statistics. This chart is separated for each of the programs and by SFY. Aggregated MCO profitability is later
explored in the experience rebate section. Green represents the percentage of MCOs with a positive net income
ratio, and yellow or orange represents MCOs with losses. If an MCO is in multiple SDAs within the program, that
MCO is counted once in these charts.

FIGURE 8: DISTRIBUTION OF NET INCOME RATIO BY MCO, SFY, AND PROGRAM*
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* Note that FSRs do not include experience rebates, so the net income ratios shown are before any profit risk sharing as required by contracts with HHSC.
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For STAR, most MCOs attained a positive net income ratio from SFY 2020 to SFY 2023. During SFY 2024, over 90%
of MCOs were profitable but in a lower profit bucket compared to the previous years. During SFY 2025, the net
income ratio continued to deteriorate for all MCOs, with 25% of MCOs being unprofitable. However, this net income
ratio is still higher when compared to before the PHE in SFY 2019, when only 50% of STAR MCOs were profitable.
With the increased net income ratios during the PHE, the share of profits collected by HHSC via the experience
rebate also increased. While this does impact MCO underwriting gains, the experience rebate is excluded from the
FSRs. The impacts of the experience rebates are discussed in the following section of this report.

For STAR Kids, MCOs experienced net income ratios comparable to STAR for most years. During 2025, however,
most MCOs reported a negative net income ratio for STAR Kids. STAR+PLUS was similar to STAR but at a much
more muted level, with more stability during the PHE.

CHIP net income ratios spiked initially during the PHE. In SFY 2021, 87% of CHIP MCOs had positive net income
ratios. However, during SFY 2022 and SFY 2023, net income ratios for CHIP had the inverse impact of the other
programs. As discussed earlier in this paper, this is likely correlated to the CHIP membership decreasing between
SFY 2021 and SFY 2023 and then increasing with redeterminations in later years.

For MMP, profitability was stable between SFY 2019 and SFY 2025, with a majority of MCOs being profitable
during all years. There were also more MCOs with higher net income ratios during SFY 2022 and SFY 2023.
However, during SFY 2024 and SFY 2025, the net income ratio returned to a prepandemic level, with slightly
more profitable MCOs.

Experience rebate

As discussed briefly in the introduction, Texas Medicaid has a tiered gain-sharing system called the experience
rebate, where positive net income thresholds are shared with the state. The underwriting gains in the FSRs are
before the experience rebate amounts are paid, and we approximate the amounts of the experience rebate payments
to estimate the magnitude of these payments and MCO underwriting gains. The FSRs are an imperfect starting point
to exactly match experience rebate payments because the experience rebate calculation includes items not in the
FSR, including mandated premium adjustments, caps on administration and reinsurance, loss carry-forwards, and
allowable differences between a MCQO'’s income statement and what is reported in the FSRs. Additionally, experience
rebates are not final until calculated from the 334-day FSR and include the previously discussed income adjustments.

The experience rebate formula was adjusted during the PHE. During SFY 2022 and SFY 2023, the state shared a
larger portion of MCO gains in a time of higher uncertainty for medical claims. The experience rebate is based on the
net income and gross revenue displayed in the FSRs.

Net income is defined by the following equation:
NET INCOME = NET REVENUE

- MEDICAL EXPENSE
- ADMINISTRATIVE EXPENSE

Texas Medicaid managed care 9 June 2026
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With the ending of the PHE, the experience rebate formula was reverted to the pre-PHE standard in SFY 2024.
The formula for calculating MCO experience rebate is as follows for SFY 2019 to SFY 2021 and for SFY 2024 to
SFY 2025:

PRE-TAX INCOME MCO STATE
AS A % OF REVENUES SHARE SHARE
<3% 100% 0%

> 3% AND < 5% 80% 20%
>5% AND < 7% 60% 40%

> 7% AND < 9% 40% 60%

> 9% AND < 12% 20% 80%
>12% 0% 100%

During SFY 2022 and SFY 2023, the MCOs did not share in any pretax income over 5%, and the rest of the gain
sharing was unchanged from above.

The experience rebates are calculated per MCO by SFY. As a result, all SDAs and programs in which an MCO
participates are combined for the experience rebate calculation. The results in Figure 9 approximate the experience
rebate, excluding the known adjustments that are not accounted for in the FSRs.

FIGURE 9: ESTIMATED EXPERIENCE REBATE*

SFY 2019 SFY 2020 SFY 2021 SFY 2022 SFY 2023 SFY 2024 SFY 2025

Estimate percentage of MCOs paying 28% 89% 100% 94% 100% 69% 25%
experience rebate

Total estimated experience rebate paid $0.01 $0.35 $1.66 $3.16 $3.30 $0.10 $0.01
to state (billions)

Percentage of gross revenue rebated 0.04% 1.32% 5.21% 8.26% 8.12% 0.28% 0.03%
to state

* Note that the experience rebate is estimated from the most recent FSR available, and changes in the FSRs to the 334-day report, as well as exclusions not
included in the FSRs, will alter the final experience rebate paid.

Before the PHE, experience rebate payments to the state were small in terms of total gross revenue. In SFY 2019,
we approximated only $11 million was paid (or about 0.04% of total gross revenue). During the PHE, the experience
rebate mechanism increased in importance. Lower claims and stable premiums resulted in higher pre-experience
rebate underwriting gains, rising to $3.16 billion in payments in SFY 2022, which was roughly 8.26% of gross
revenue. In addition, the risk sharing mechanism changed between SFY 2022 and SFY 2023, which resulted in the
MCOs sharing in a larger portion of their profits. As a result, the higher pre-experience rebate underwriting gains led
to larger amounts being shared with the state.

Post redetermination, the experience rebate returned closer to its prepandemic level, totaling $100 million in SFY
2024 and down to $12 million in SFY 2025. The primary drivers of this reduction in total experience rebate paid to the
state are lower premiums and higher claim volumes compared to the PHE period.
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In Figure 10, the impact of this change can be seen in how the average net income ratio is reduced by the estimated
experience rebates.

FIGURE 10: ESTIMATED EXPERIENCE REBATE IMPACT ON NET INCOME RATIO*

SFY 2019 SFY 2020 SFY 2021 SFY 2022 SFY 2023 SFY 2024 SFY 2025

FSR medical loss ratio 90.7% 86.1% 81.4% 81.0% 80.8% 89.8% 92.2%
FSR net income ratio 1.7% 7.0% 12.1% 12.7% 12.7% 3.8% 1.4%
Estimated net income ratio after 1.7% 5.7% 6.9% 4.4% 4.6% 3.5% 1.4%

experience rebate

* Note that the experience rebate is estimated from the most recent FSR available, and changes in the FSRs to the 334-day report, as well as exclusions not
included in the FSRs, will alter the final experience rebate paid.

During the PHE, the experience rebate tempered the higher MCO gains shown in the FSRs. The overall net
income of MCOs increased during the PHE, but the experience rebate ensured that these gains would be
shared with the state.

Due to redetermination following the ending of the PHE, net income for MCOs fell significantly from the PHE period,
impacting the total volume of experience rebate collected from the state. In SFY 2023, all 16 Texas MCOs paid an
experience rebate; comparatively, in SFY 2025, only four MCOs paid an experience rebate, and none had a net
income ratio above 5%.

Conclusions

Comparing the SFY 2025 FSRs with prior years provided insight into the PHE’s impact on the Texas Medicaid
market. From SFY 2019 through SFY 2025, we were able to see the impacts of the PHE on claim volumes, the
impact of the PHE on membership and net income, and the impact of redetermination due to the ending of the PHE.
The PHE and accompanying temporary waiver of renewal requirements caused membership to almost double in
STAR and decline in CHIP. However, the redetermination period required MCOs to reassess member eligibility,
resulting in significant declines in membership and net income across all programs.

With the dust finally settling around redetermination, we can compare how well MCOs managed the various programs
in Texas Medicaid through this tumultuous period. Compared to the prepandemic period, STAR is the only program
that has seen membership growth and net income growth. Prior to the PHE, STAR was the only program to have a
negative net income in aggregate, but this program became profitable in aggregate starting in SFY 2020 and has
remained profitable even through redetermination. The same cannot be said about the rest of the programs.

It is unclear exactly how well the MCOs will continue to evolve now that this unusual period is largely in the rearview,
but there are several factors to consider:

1. Contract challenges: In 2024, Texas HHSC announced its intent to award new STAR and CHIP administration
contracts in a way that would exclude several incumbent MCOs, potentially affecting coverage for a substantial
share of the state's STAR and CHIP membership. These awards are not final and remain subject to ongoing
litigation. No members have been required to change plans, and the ultimate outcome for the affected MCOs and
their members remains uncertain.®

2. Acuity adjustment: How accurately will state premiums reflect individual MCO-level acuity within each program?

3. Experience rebate: The experience rebate formula will remain at its prepandemic levels going forward,
giving MCOs the opportunity to share in their net income collected over 5%.

9 Harper, K. B. (April 18, 2024). Proposed Medicaid changes could shake up coverage for 1.8 million Texans. The Texas Tribune. Retrieved
August 17, 2026, from https://www.texastribune.org/2024/04/18/texas-medicaid-provider-contracts/.
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Limitations and data reliance

The results contained in this report were compiled using data and information obtained from quarterly FSRs released
by Texas HHSC. The SFY 2019, SFY 2020, SFY 2021, SFY 2022, SFY 2023, SFY 2024, and SFY 2025 report data
had the submission dates August 31, 2020 (334-day report), August 31, 2021 (334-day report), August 31, 2022
(334-day report), August 31, 2023 (334-day report), August 31, 2024 (334-day report), August 31, 2025 (334-day
report), and August 31, 2025 (Q4 report), respectively.

FSRs do not include experience rebates or potential premium adjustments. As such, the results are incomplete and
should not be relied upon to draw conclusions regarding ultimate experience. The results commented on in this report
are presented without adjustment, except when otherwise stated.

Three CHIP FSRs were excluded from certain exhibits for all years based on MLRs greater than 200% or
administrative expense ratios greater than 50% of net revenue. These three FSRs are excluded in the Appendix
charts by SDA and are included in all other summaries. All dental plans and STAR Health were excluded because
they were out of the scope of our analysis.

Milliman has developed certain models to estimate the values included in this report. The intent of the models was to
estimate the financial performance of Texas Medicaid MCOs through Q4 SFY 2025. We have 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 (ASOPs).

The models rely on data and information as input. We have relied upon certain data and information publicly provided
by HHSC for this purpose and accepted it without audit. To the extent that the data and information provided is
inaccurate or incomplete, the values provided in this report may likewise be inaccurate or incomplete. This report is
intended for informational purposes only. Milliman makes no representations or warranties regarding the contents of
this report. Likewise, readers of this report are instructed that they are to place no reliance upon this report that would
result in the creation of any duty or liability under any theory of law by Milliman or its employees to third parties.

The views expressed in this research paper are made by the authors and do not represent the opinions of Milliman.
Other Milliman consultants may hold alternative views and reach different conclusions from those shown.
Qualifications

Guideline issues by the American Academy of Actuaries require actuaries to include their professional qualifications
in all actuarial communications. Katie Matthews and Jay Cain are members of the American Academy of Actuaries
and meet the qualification standards for performing the analyses in this report.
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Appendix 1: Texas managed care SDAs

The map in Figure 11 shows the counties included in each of the SDAs for the Texas Medicaid and CHIP managed
care programs. MMP is offered in the following five counties: Bexar, Dallas, El Paso, Harris, and Hidalgo. Also listed
are the MCOs providing services in each SDA. This image was sourced from the Texas HHSC website.'®

FIGURE 11: TEXAS MANAGED CARE SERVICE AREAS

Managed Care Service Areas
(Effective January 1, 2025)

STAR -Aetna, Cook Children's, Wellpoint*
STAR+PLUS - Moling, United

STAR Kids - Aetna, Cook Children's

STAR - FirstCare, Superior, Wellpoint* CHIP - Aetna, Cook Children's, Wellpoint®
STAR+PLUS - Superior, Wellpoint* .
STAR Kids - Superior. Weilpolnt®
¢ Birstare, Soperiar STAR - Moling, Parkiand, Wellpoint*
STAR+PLUS - Molina, Superior, United
STAR Kids - Aetng, Wellpoint*

CHIP - Molina, Perkiand, Wellpoint*

MRSA NORTHEAST
STAR - Superior, Wellpoint*
STAR+PLUS - Molina, United

STAR Kids - Texas Children's, United
CHIP - Molina, Superior

MRSA CENTRAL

STAR -FirstCare, Superior, Weilpoine*

STAR+PLUS - Superior, Wellpoint*

STAR Kids - Superior, Wellpoint®
~Molina, Superior

STAR - RightCare-Scott and White, Superior, Wellpoint*
STAR+PLUS - Superior, United

STAR Kids - Biue Cross and Blue Shieid of Texas, United
CHIP - Molina, Superior

STAR -£1 Paso Heath, Molina, Superior
STAROPLUS - 1 Poso Heaith, Molina
STAR Kids - Superior, Welipaint® YEFFERSON
CHIP - £1 Paso Health, Superior EFFERSO
STAR - Community Health Choice, Molina,
Texas Children's, United, Wellpoint*
STARSPLUS - Metin, Wellpoint*

STAR Kids - Texas Children's, United
CHIP - Community Health Cholce, Molina,
Texas Children's, United, Wellpoint*

STAR - Blue Cross and Blue Shield of Texas, Dell Children's, Superior
STAR#PLUS - Superior, United

STAR Kids - Blue Cross and Blue Shieid of Texas, Superior

CHIP - Blue Cross and Blue Shield of Texas, Dell Children's, Superior

STAR - Community Health Choice, Molina, Texas Children's, United, Wellpoint*
STAR+PLUS - Community Health Choice, Molina, United

STAR Kids - Texas Chlidren's, United, Wellpoint*

CHIP - Community Health Cholce, Moling, Texas Children's, United, Wellpolnt*

STAR Health (statewide) - Superior

TEXAS STAR - Aetna, Community First, Superior, Welipoint* 4 :1:.&";”‘;um”m”$éf:r Dental MCNA, Care Dentol
STAR#PLUS - Community First, Moiina, United STAR Kids - Driscoll, 5 o — )
/ Health and Human STAR Kids - Community First, Superlor e ) Medicare - Medicaid Plan (5 counties below):
Services CHIP - Aetna, Community First, Superfor, Welipaint* -

Map Proparod by: Texas Heath and Human Senwces Cammission
Office of Data, Analytics and Performance (DAR). MRL

Jaruary 31, 2025 STAR - Driscoll, Molina, Superior, United
Pl 2 WAe_L\TX_STAR, SOARTX_S0A_Magal %_SOA_Migss_Efoctie_Jax2024 agn STAR+PLUS - Motina, Superior, United
For adaitional Information sbout thes map contact- STAR Kids - Driscoll, Superior, United TR— -
sl ety CHIP - Moting, Superior elipotnt (formerly Amertgroup)

MRSA: Medicaid Rural Service Area

10. Texas Health and Human Services Commission. (January 2026). Managed care service areas. Retrieved January 12, 2026, from
https://www.hhs.texas.gov/sites/default/files/documents/services/health/medicaid-chip/programs/managed-care-service-areas-map.pdf.
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Appendix 2: Expense ratios by SDA

Figures 12 to 16 show net income, medical loss, and administrative expense ratios as a percentage of net revenue
for the STAR, STAR Kids, STAR+PLUS, CHIP, and MMP programs. The charts on the left include data for the MMP
SDAs (Bexar, Dallas, El Paso, Harris, Hidalgo, and Tarrant) in comparison to aggregate results for Texas. The charts
on the right include all other SDAs in comparison to aggregate results for Texas. The charts show data for SFY 2019
through SFY 2025. The data for these figures were filtered to exclude the three CHIP FSRs mentioned in the
Limitations and data reliance section above.

FIGURE 12: EXPENSE RATIOS BY SDA FOR STAR
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* Note that FSRs do not include experience rebates, so the expense ratios shown are before any profit risk sharing as required by contracts with HHSC.
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FIGURE 13: EXPENSE RATIOS BY SDA FOR STAR KIDS
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* Note that FSRs do not include experience rebates, so the expense ratios shown are before any profit risk sharing as required by contracts with HHSC.
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FIGURE 14: EXPENSE RATIOS BY SDA FOR STAR+PLUS
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* Note that FSRs do not include experience rebates, so the expense ratios shown are before any profit risk sharing as required by contracts with HHSC.
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FIGURE 15: EXPENSE RATIOS BY SDA FOR CHIP
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* Note that FSRs do not include experience rebates, so the expense ratios shown are before any profit risk sharing as required by contracts with HHSC.
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FIGURE 16: EXPENSE RATIOS BY SDA FOR MMP
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* Note that FSRs do not include experience rebates, so the expense ratios shown are before any profit risk sharing as required by contracts with HHSC.
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