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Our vision

and mission
call for finding
new paths.

Our values
set the direction.

Medica’s vision is to become the community’s health plan of
choice, trusted for our integrity, respected for our service and
admired for our commitment to innovation and efficiency.

Our mission is to meet our customers’ needs for health plan
products and services. In doing so, we work with our members
and providers to make health care accessible, affordable and a
means by which our members improve their health.

Medica believes it is essential to embody the following values
in all that we say and do.

Customer focus: We perform our work with customers in
mind, providing better value and service than our competitors.

Excellence: We strive to achieve customer satisfaction in
our products, services, human relations, competitive activities,
timeliness and execution of tasks, large and small.

Stewardship: We accept accountability to our customers and
stakeholders for the wise use of their money and our resources.

Integrity: We expect socially responsible conduct that fosters
trust and earns respect for our employees and our company.

Diversity: We maintain a spirit of openness, discovery and
learning supported by a workforce that reflects the strength
and character of the customers and communities we are
privileged to serve.




Overview & Discussion

In 2004, Medica experienced double-digit growth:
Membership grew by 12 percent to more than 1.2 million
members. In keeping with its nonprofit mission, Medica
achieved a modest operating margin in 2004. Medica’s
2004 operating margin was one percent.

* Revenue increased to $2.2 billion, from $1.9 billion
in 2003.

* Net operating income was $21.5 million, compared to
$42.8 million in 2003.

» The proportion of revenue spent on medical care
remained constant at about 87%.

= Generic drug and other initiatives resulted in medical
cost savings of $44 million for customers and members.

e Taxes and assessments increased by 52%, because
of higher premium taxes and higher pool losses from
the Minnesota Comprehensive Health Association
(MCHA), a fund that provides health coverage for
otherwise uninsurable Minnesotans.

According to independent benchmarking, Medica how
operates more efficiently than 80 percent of the nation’s
health plans. Administrative expenses were under
budget by more than $11 million, which is notable, given
strong investment in operating infrastructure systems,
and the complex new products developed and serviced
during the year.

 Investing in new technology essential for Medica’s
future success and growth. New Internet portals
and online self-service tools improve efficiency and
share needed information with members, providers
and broker. New, interactive voice response (IVR)
applications for Medica call centers improve customer
service by automating responses to commonly-
asked questions.

 Introducing Minnesota’s first disease management
program for members suffering mild to moderate
depression. It is offered in addition to Medica’s
long-running care management for members with
severe depression.

= Establishing a performance-based incentive program
for providers. Developed with help from network
physicians and based on Institute for Clinical Systems
Improvement guidelines, this program rewards
providers for improvements in specific categories of
member care.

e Launching a program with MedVantx to increase the
use of generics by installing ATM-type cabinets that
dispense first-30-day samples prescribed by physicians
at pilot clinics. The program is expected to generate
a 3-to-1 return on investment through savings on
prescription drugs.

During 2004, Medica’s financial strength was upgraded
twice by Weiss Ratings, Inc., from B+ to A-minus and
then to A. Weiss rated only six HMOs in the nation as
stronger. Weiss also rated Medica as the financially
strongest HMO in Minnesota: No competitors are listed
in the top 20. Medica is also rated B++ from A.M. Best
Ratings & Analysis. Because Medica prices to a margin
of 0.5 percent and emphasizes good stewardship, it is
possible that future ratings may vary. However, the A and
B++ rating are achievements worth nothing.



COMBINED STATEMENT OF OPERATIONS
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Year 2000 Year 2001 Year 2001 Year 2003 Year 2004
Revenue $1458394000  $1520601000  $1738867,000  $1852322000  $21101,225,000

Medical Costs
Per Member $2,064.99 $2,191.71 ' $2,712.96 $2,855.30
Per Year 3 =

General and
Administrative $195,912,000 $185,453,000
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We live in a remarkable time.

Nearly every day, a new idea leads
to better health for someone.

Yet, the most powerful and effective
path to better health
is within everyone’s reach.

It is simply this: You can choose
to take small steps each day
to take better care of yourself.

Medica encourages you to take
an active role in your health.
Make it a top priority.

You can make a difference.



“How wonderful 1t 1s
that nobody needs to
wait a single moment
before starting to
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