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FORWARD-LOOKING STATEMENTS
Throughout this quarterly report on Form 10-Q (this “Quarterly Report”), we make “forward-looking statements” within the meaning of the U.S.
Private Securities Litigation Reform Act of 1995. All statements other than statements of historical fact included in this Quarterly Report are forwardlooking statements. Forward-looking statements give our current expectations relating to our financial condition, results of operations, plans, objectives,
future performance and business. You can identify forward-looking statements by the fact that they do not relate strictly to historical or current facts. These
statements may include words such as “anticipate,” “estimate,” “expect,” “project,” “plan,” “intend,” “believe,” “may,” “will,” “should,” “can have,”
“likely” and other words and terms of similar meaning. The forward-looking statements contained in this Quarterly Report are generally located in the
material set forth under the heading “Management’s Discussion and Analysis of Financial Condition and Results of Operations” but may be found in other
locations as well. These statements are based upon management’s current expectations, assumptions and estimates and are not guarantees of timing, future
results or performance. All forward-looking statements are subject to risks and uncertainties that may cause actual results to differ materially from those
that we expected, including:
•

our history of net losses, and our ability to achieve or maintain profitability in an environment of increasing expenses;

•

the impact of the COVID-19 pandemic or any other pandemic, epidemic or outbreak of an infectious disease in the United States or
worldwide on our business, financial condition and results of operations;

•

the effect of our relatively limited operating history on investors’ ability to evaluate our current business and future prospects;

•

the viability of our growth strategy and our ability to realize expected results;

•

our ability to attract new members;

•

the quality and pricing of our products and services;

•

our ability to maintain a high rating for our plans on the Five Star Quality Rating System;

•

our ability to develop and maintain satisfactory relationships with care providers that service our members;

•

our ability to manage our growth effectively, execute our business plan, maintain high levels of service and member satisfaction or
adequately address competitive challenges;

•

our ability to compete in the healthcare industry;

•

the impact on our business of security breaches, loss of data or other disruptions causing the compromise of sensitive information or
preventing us from accessing critical information;

•

the impact on our business of disruptions in our disaster recovery systems or management continuity planning;

•

the cost of legal proceedings and litigation, including intellectual property and privacy disputes;

•

risks associated with being a government contractor;

•

the impact on our business of the healthcare services industry becoming more cyclical;

•

our ability to manage acquisitions, divestitures and other significant transactions successfully;

•

our ability to maintain, enhance and protect our reputation and brand recognition;

•

our ability to effectively invest in, implement improvements to and properly maintain the uninterrupted operation and data integrity of our
information technology and other business systems;

•

our ability to obtain, maintain, protect and enforce intellectual property protection for our technology;

•

the potential adverse impact of claims by third parties that we are infringing on, misappropriating or otherwise violating their intellectual
property rights;

•

the impact of any restrictions on our use of or ability to license data or our failure to license data and integrate third-party technologies;

•

our dependence on our senior management team and other key employees;

•

the concentration of our health plans in California, North Carolina, Nevada and Arizona;

•

our management team’s limited experience managing a public company;
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•

the impact of shortages of qualified personnel and related increases in our labor costs;

•

the risk that our records may contain inaccurate or unsupportable information regarding risk adjustment scores of members;

•

our ability to accurately estimate incurred but not reported medical expenses;

•

the impact of negative publicity regarding the managed healthcare industry;

•

the impact of weather and other factors beyond our control on our clinics, the centers out of which our external providers operate, and the
facilities that host our AVA platform (as defined below);

•

our dependence on reimbursements by the Centers for Medicare and Medicaid Services ("CMS") and premium payments by individuals;

•

the impact on our business of renegotiation, non-renewal or termination of risk agreements with hospitals, physicians, nurses, pharmacists
and medical support staff;

•

risks associated with estimating the amount of liabilities that we recognize under our risk agreements with providers;

•

our ability to develop and maintain proper and effective internal control over financial reporting;

•

the impact of state and federal efforts to reduce Medicare spending;

•

our ability to comply with applicable federal, state and local rules and regulations, including those relating to data privacy and security; and

•

other factors disclosed in the section entitled “Risk Factors” and elsewhere in this Quarterly Report.

We derive many of our forward-looking statements from our operating budgets and forecasts, which are based on many detailed assumptions. While we
believe that our assumptions are reasonable, we caution that it is very difficult to predict the impact of known factors, and it is impossible for us to
anticipate all factors that could affect our actual results. Important factors that could cause actual results to differ materially from our expectations, or
cautionary statements, are disclosed under the sections entitled “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” in this Quarterly Report.
All written and oral forward-looking statements attributable to us, or persons acting on our behalf, are expressly qualified in their entirety by these
cautionary statements as well as other cautionary statements that are made from time to time in our other SEC filings and public communications. You
should evaluate all forward-looking statements made in this Quarterly Report in the context of these risks and uncertainties.
We caution you that the important factors referenced above may not contain all of the factors that are important to you. In addition, we cannot assure you
that we will realize the results or developments we expect or anticipate or, even if substantially realized, that they will result in the consequences or affect
us or our operations in the way we expect. The forward-looking statements included in this Quarterly Report are made only as of the date hereof. We
undertake no obligation to update or revise any forward-looking statement as a result of new information, future events or otherwise, except as otherwise
required by law.
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PART I—FINANCIAL INFORMATION
Item 1. Financial Statements.
Alignment Healthcare, Inc.
Condensed Consolidated Balance Sheets
(amounts in thousands, except par value and share amounts)
(Unaudited)
March 31,
2022

Assets
Current Assets:
Cash
Accounts receivable (less allowance for credit losses of $119 at March 31, 2022
and $111 at December 31, 2021, respectively)
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Right of use asset, net
Goodwill and intangible assets, net
Other assets
Total assets

December 31,
2021

$

448,835

$

84,527
32,829
566,191
31,747
7,354
36,345
4,977
646,614

$

466,600

$

58,512
27,747
552,859
30,358
7,853
35,116
4,709
630,895

Liabilities and Stockholders' Equity
Current Liabilities:
Medical expenses payable
Accounts payable and accrued expenses
Accrued compensation
Total current liabilities
Long-term debt, net of debt issuance costs
Long-term portion of lease liabilities
Total liabilities
Commitments and Contingencies (Note 12)
Stockholders' Equity:
Preferred stock, $.001 par value; 100,000,000 and 0 shares authorized as of
March 31, 2022 and December 31, 2021, respectively; no shares issued and
outstanding as of March 31, 2022 and December 31, 2021
Common stock, $.001 par value; 1,000,000,000 shares authorized
as of March 31, 2022 and December 31, 2021; 187,414,057 and
187,193,613 shares issued and outstanding as of March 31, 2022 and
December 31, 2021, respectively
Additional paid-in capital
Accumulated deficit
Total Alignment Healthcare, Inc. stockholders' equity
Noncontrolling interest
Total stockholders' equity
Total liabilities and stockholders' equity

$

$

—

$

See accompanying notes to unaudited condensed consolidated financial statements.
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154,963
16,443
23,564
194,970
152,256
6,103
353,329

187
916,594
(623,511 )
293,270
15
293,285
646,614

125,886
17,431
23,928
167,245
150,620
6,975
324,840

—

$

187
888,547
(582,694 )
306,040
15
306,055
630,895

Alignment Healthcare, Inc.
Condensed Consolidated Statements of Operations
(amounts in thousands, except share and per share amounts)
(Unaudited)
Three Months Ended March 31,
2022
2021

Revenues:
Earned premiums
Other
Total revenues
Expenses:
Medical expenses
Selling, general, and administrative expenses
Depreciation and amortization
Total expenses
Loss from operations
Other expenses:
Interest expense
Other (income) expenses
Total other expenses
Loss before income taxes
Provision for income taxes
Net loss attributable to Alignment Healthcare, Inc.

$

Total weighted-average common shares outstanding basic and diluted
Net loss per share - basic and diluted

345,292
234
345,526

267,000
82
267,082

303,758
74,293
3,950
382,001
(36,475 )

251,095
64,914
3,737
319,746
(52,664 )

$

4,401
(59 )
4,342
(40,817 )
—
(40,817 )

$

4,248
(38 )
4,210
(56,874 )
—
(56,874 )

$

178,874,192
(0.23 )

$

154,432,027
(0.37 )

See accompanying notes to unaudited condensed consolidated financial statements.
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$

Alignment Healthcare, Inc.
Condensed Consolidated Statements of Stockholders' Equity (Deficit)
(amounts in thousands, except par value and share amounts)
(Unaudited)
Common Stock
Shares

Balance at December 31, 2021
Net loss attributable to Alignment
Healthcare, Inc.
Issuance of common stock upon vesting of
restricted stock units
Forfeitures
Equity-based compensation
Balance at March 31, 2022

Additional
Paid-In Capital

Amount

187,193,613

$

187

—
383,508
(163,064 )
—
187,414,057

$

$

888,547

—

—

—
—
—
187

—
—
28,047
916,594

$

Accumulated
Deficit

$

Noncontrolling
Interest

(582,694 ) $
(40,817 )

$

—
—
—
(623,511 ) $

15

Total

$

306,055

—

(40,817 )

—
—
—
15

—
—
28,047
293,285

$

Common Stock

Balance at December 31, 2020(1)
Net loss attributable to Alignment
Healthcare, Inc.
Issuance of common stock upon initial
public offering at $18 per share, net of
issuance costs of $28,999
Issuance of common stock to third-party
business partners
Issuance of common stock to stock
appreciation rights holders
Equity-based compensation
Equity repurchase
Balance at March 31, 2021
(1)

Shares

Additional
Paid-In Capital

Amount

164,063,787

$

164

$

417,855

—

—

—

21,700,000

22

361,579

573,782

1

6,479

936,213
—
—
187,273,782

1
—
—
188

$

$

11,509
2,398
(1,474 )
798,346

Accumulated
Deficit

$

(387,408 ) $
(56,874 )

$

Noncontrolling
interest

—

Total

$

30,611

—

(56,874 )

—

—

361,601

—

—

6,480

—
—
—
—

11,510
2,398
(1,474 )
354,252

—
—
—
(444,282 ) $

$

The consolidated balances as of December 31, 2020 were derived from the audited consolidated financial statements as of that date and were retroactively adjusted, including shares and
per share amounts, as a result of the Reorganization. See Note 1 to the condensed consolidated financial statements for additional details.

See accompanying notes to unaudited condensed consolidated financial statements.
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Alignment Healthcare, Inc.
Condensed Consolidated Statements of Cash Flows
(amounts in thousands)
(Unaudited)
Three Months Ended March 31,
2022
2021

Operating Activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Provision for credit loss
Depreciation and amortization
Amortization-debt issuance costs and investment discount
Payment-in-kind interest
Equity-based compensation and common stock payments
Non-cash lease expense
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Other assets
Medical expenses payable
Accounts payable and accrued expenses
Accrued compensation
Lease liabilities
Net cash used in operating activities
Investing Activities:
Purchase of business, net of cash received
Purchase of investments
Sale of investments
Acquisition of property and equipment
Net cash used in investing activities
Financing Activities:
Equity repurchase
Issuance of common stock
Common stock issuance costs
Net cash provided by financing activities
Net increase (decrease) in cash
Cash and restricted cash at beginning of period
Cash and restricted cash at end of period
Supplemental disclosure of cash flow information:
Cash paid for interest
Supplemental non-cash investing and financing activities:
Acquisition of property in accounts payable
Purchase of business in accounts payable
Common stock issuance costs included in accounts payable and accrued expenses
6

$

(40,817 )

$

(56,874 )

53
3,993
566
1,070
28,047
715

8
3,789
550
1,015
20,388
648

(26,050 )
(5,079 )
(167 )
29,077
(1,656 )
(364 )
(1,026 )
(11,638 )

(9,326 )
(9,547 )
(6 )
16,069
(298 )
(3,691 )
(832 )
(38,107 )

(1,113 )
(850 )
750
(4,914 )
(6,127 )

—
(750 )
750
(4,446 )
(4,446 )

$

—
—
—
—
(17,765 )
468,350
450,585

$

(1,474 )
390,600
(25,467 )
363,659
321,106
207,811
528,917

$

2,758

$

2,682

$
$
$

331
240
—

$
$
$

474
—
3,532

The following table provides a reconciliation of cash and restricted cash reported within the condensed consolidated balance sheets to the total above:
March 31, 2022

Cash
Restricted cash in other assets
Total

$
$
See accompanying notes to unaudited condensed consolidated financial statements.
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448,835
1,750
450,585

March 31, 2021

$
$

528,417
500
528,917

Alignment Healthcare, Inc.
Notes to Unaudited Condensed Consolidated Financial Statements
(amounts in thousands, except share amounts)
1. Organization
Alignment Healthcare, Inc. (collectively, “we” or “us” or “our” or the “Company”), formerly, Alignment Healthcare Holdings, LLC, is a next generation,
consumer-centric health care platform that is purpose-built to provide seniors with high quality, affordable care with a vastly improved consumer
experience. Enabled by our innovative technology and care delivery model, the Company focuses on improving outcomes in the Medicare Advantage
sector. The Company’s operations primarily consist of Medicare Advantage Plans in the states of California, North Carolina, Nevada, and Arizona.
Reorganization
We historically operated as a Delaware limited liability company under the name Alignment Healthcare Holdings, LLC. On March 17, 2021, Alignment
Healthcare Holdings, LLC converted to a Delaware corporation pursuant to a statutory conversion and we changed our name to Alignment Healthcare, Inc.
for purposes of completing an initial public offering ("IPO") ("the Reorganization"). As part of the Reorganization, Alignment Healthcare Partners, LP
("the Parent"), the sole unitholder of Alignment Healthcare Holdings, LLC, exchanged its membership units for our common stock and became the sole
holder of our shares of common stock. Prior to the closing of the IPO, the Parent merged with and into the Company with Alignment Healthcare, Inc.
surviving the merger.
The membership units that were owned by the Parent prior to the Reorganization were converted to our common stock using an approximately 1 to 260
common stock split. All share and per share amounts in these condensed consolidated financial statements and related notes have been retroactively
adjusted, where applicable, for all periods presented to give effect to the common stock split and exchange ratio applied in connection with the
Reorganization. As a result, we reclassified the capital contributions associated with the issuance of the membership units to additional paid-in capital and
common stock using a par value of $0.001 for all periods presented within the condensed consolidated financial statements.
Initial Public Offering
On March 25, 2021, our Registration Statement on Form S-1 for the initial public offering of 27,200,000 shares of common stock was declared effective by
the Securities and Exchange Commission. Our common stock began trading on March 26, 2021 on the Nasdaq Global Select Market under the ticker
symbol “ALHC."
We completed an IPO through issuing and selling 21,700,000 shares of common stock and certain stockholders selling 5,500,000 shares of common stock,
in each case at a price of $18.00 per share. We received proceeds of $361,589 after deducting underwriting discounts and commissions of $24,389 and
deferred offering costs of $4,622. Deferred direct offering costs were capitalized and consisted of fees and expenses incurred in connection with the sale of
our common stock in the IPO, including legal, accounting, printing and other offering related costs. Upon completion of the IPO, these deferred offering
costs were reclassified from prepaid and other current assets to stockholders' equity and recorded against the net proceeds from the offering.
On April 6, 2021, pursuant to a partial exercise of the underwriters' over-allotment option, certain selling stockholders sold an additional 3,314,216 shares
of common stock at the IPO price. The Company did not receive any proceeds from the sale of shares of common stock by the selling stockholders in the
IPO. On November 18, 2021, certain selling stockholders, including certain of our principal stockholders, sold an additional 9,200,000 shares of our
common stock. The Company did not sell any shares and did not receive any proceeds from the sale of shares by the selling stockholders. We incurred
$1,045 in transaction costs in connection with this offering.
2. Summary of Significant Accounting Policies
Basis of Presentation
The accompanying condensed consolidated financial statements and accompanying notes have been prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”). The condensed consolidated financial statements include the accounts of the Company,
our subsidiaries, and three immaterial variable interest entities in which we are the
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primary beneficiary. All intercompany transactions have been eliminated in consolidation. Noncontrolling interest is presented within the equity section of
the condensed consolidated balance sheets.
We have no components of other comprehensive income (loss), and accordingly, comprehensive income (loss) is the same as the net income (loss) for all
periods presented.
Subsequent to the issuance of the consolidated financial statements for the year ended December 31, 2021 we determined that $7,838 reflected in the
accumulated deficit beginning balance as of January 1, 2019 should have been reflected as additional paid-in capital. As such, the balances at January 1,
2021 in the Consolidated Statement of Stockholders' Equity were corrected resulting in an increase in accumulated deficit and additional paid-in capital for
the corresponding amount. Management has concluded that the correction is not material to the previously issued consolidated financial statements.
Use of Estimates
The preparation of the condensed consolidated financial statements requires management to make estimates and judgments that affect the amounts reported
in the condensed consolidated financial statements. Our significant estimates include, but are not limited to, the determination of medical expenses payable;
the impact of risk adjustment provisions related to our Medicare contracts; collectability of receivables; right of use (“ROU”) assets and lease liabilities
valuation; valuation of related impairment recognition of long-lived assets, including goodwill and intangible assets; equity-based compensation expense;
and contingent liabilities. Estimates and judgments are based upon historical information and on various other assumptions that are believed to be
reasonable under the circumstances. Actual results could differ materially from those estimates and the impact of any change in estimates is included in
earnings in the period in which the estimate is adjusted.
Segments
We have determined that our chief executive officer is the chief operating decision maker (“CODM”) who regularly reviews financial operating results on a
consolidated basis for purposes of allocating resources and evaluating financial performance. We operate and manage the business as one reporting and one
operating segment, which is to provide healthcare services to our seniors. Factors used in determining the reportable segment include the nature of
operating activities, our organizational and reporting structure, and the type of information reviewed by the CODM to allocate resources and evaluate
financial performance. All of our assets are located in the United States.
Fair Value Measurements
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. Our current assets and current liabilities approximate fair value because of the short-term nature of these financial instruments. Financial
instruments measured at fair value on a recurring basis were based upon a three-tier hierarchy as follows:
Level 1 - Quoted prices in active markets for identical assets or liabilities
Level 2 - Other inputs that are observable for the asset or liability, either directly or indirectly, for substantially the full term of the asset or liability
Level 3 - Unobservable inputs that reflect management’s best estimate of what market participants would use in pricing the asset or liability at the
measurement date
The fair value of cash and restricted cash was determined based on Level 1 inputs. The fair value of US Treasury bills and certificate of deposits, which
were included in other assets in the condensed consolidated balance sheets, was determined based on Level 2 inputs. There were no assets or liabilities
measured at fair value using Level 3 inputs for the three months ended March 31, 2022 and 2021. Our long-term debt was reported at carrying value.
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Revenue and Accounts Receivable
Earned premium revenue consisted of premium revenue and capitation revenue for the three months ended March 31, 2022 and 2021 were as follows:
Three Months Ended
March 31,
2022

Premium
Capitation

$
$

2021

330,878
14,414
345,292

$
$

264,713
2,287
267,000

Premium revenue is derived monthly from the federal government based on our contract with the Centers for Medicare and Medicaid Services (“CMS”). In
accordance with this arrangement, we assume the responsibility for the outcomes and the economic risk of funding our members’ health care, supplemental
benefits and related administration costs. We recognize premium revenue in the month that members are entitled to receive health care services, and
premiums collected in advance are deferred. The monthly reimbursement includes a fixed payment per member per month (“PMPM”), which is adjusted
based on certain risk factors derived from medical diagnoses and conditions of our members. The adjustments are estimated by projecting the ultimate
annual premium and are recognized ratably during the year, with adjustments each period to reflect changes in the estimated ultimate premium. Premiums
are also recorded net of estimated uncollectible amounts and retroactive membership adjustments.
Capitation revenue consists primarily of capitated fees for medical care services provided by us under arrangements with third-party payors and from CMS
related to our Direct Contracting Entities ("DCE").
Under those arrangements with third-party payors, we receive a PMPM payment for a defined member population, and we are responsible for providing
health care services to the member population over the contract period. We are solely responsible for the cost of health care services related to the member
population and in some cases, we are financially responsible for the supplemental benefits provided by us to the members. We act as a principal in
arranging for and controlling the services provided by our provider network and we are at risk for arranging and providing health care services.
The premium and capitation payments we receive monthly from CMS for our members are determined from our annual bid or similarly from third-party
payors under our capitation arrangement. These payments represent revenues for providing health care coverage, including Medicare Part D benefits.
Under the Medicare Part D program, our members and the members of the third-party payors receive standard drug benefits. We may also provide
enhanced benefits at our own expense. We recognize premium or capitation revenue for providing this insurance coverage in the month that members are
entitled to receive health care services and any premium or capitation collected in advance is deferred. Our CMS payment related to Medicare Part D is
subject to risk sharing through the Medicare Part D risk corridor provisions.
On April 1, 2021, we launched two DCEs that participate in the CMS Innovation’s Direct Contracting Model. CMS serves as the claim adjudicator for
institutional and specialists care, and directly pays for such fee for service claims. The DCEs are responsible for the cost of health care services related to
the patient population attributed to the DCE by participating in 100% savings/losses via the risk share model and in some cases, are financially responsible
for the supplemental benefits provided to the patients. The DCEs act as a principal in arranging for and controlling services provided directly by its
contracts with primary care physicians, as well as services provided by preferred institutional care providers and specialists. Capitation payments for the
DCE program are determined from an annual benchmark established by CMS. These payments, that are adjusted for variable considerations, represent
revenue for providing health care service, including primary care as well as institutional and specialist care. The DCEs recognize capitation revenue for
providing these services in the period in which the performance obligations are satisfied by transferring services to the members. Revenue recognized by
the DCEs for the three months ended March 31, 2022 was $12,302.
Revenue Adjustments
Payments by CMS to health plans are determined via a competitive bidding process with CMS and are based upon the cost of care in a local market and the
average utilization of services by the member enrolled. These payments are subject to periodic adjustments under CMS’ “risk adjustment model,” which
compensates health plans based on the health severity and certain demographic factors of each individual member. Members diagnosed with certain
conditions are paid at a higher monthly payment than members who are healthier. Under this risk adjustment model, CMS calculates the risk adjustment
payment using diagnosis data from hospital inpatient, hospital
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outpatient, and physician treatment settings. The Company and health care providers collect, capture, and submit the necessary and available diagnosis data
to CMS within prescribed deadlines. Both premium and capitation revenues (including Medicare Part D) are subject to adjustments under the risk
adjustment model.
Throughout the year, we estimate risk adjustment payments based upon the diagnosis data submitted and expected to be submitted to CMS. Those
estimated risk adjustment payments are recorded as an adjustment to premium and capitation revenue. Our risk adjustment data is also subject to review by
the government, including audit by regulators.
Our recognized premium revenue for our Medicare Advantage Plans in California, North Carolina, Nevada, and Arizona are each subject to a minimum
annual medical loss ratio (“MLR”) of 85%. The MLR represents medical costs as a percentage of premium revenue. The Code of Federal Regulations
define what constitutes medical costs and premium revenue, including certain additional expenses related to improving the quality of care provided, and to
exclude certain taxes and fees, in each case as permitted or required by CMS and applicable regulatory requirements. If the minimum MLR is not met, we
are required to remit a portion of the premiums back to the federal government. The amount remitted, if any, is recognized as an adjustment to premium
revenues in the condensed consolidated statements of operations. There were no amounts payable for the MLR as of March 31, 2022 and December 31,
2021, respectively.
Medicare Part D payments are also subject to a federal risk corridor program, which limits a health plan’s overall losses or profit if actual spending for
basic Medicare Part D benefits is much higher or lower than what was anticipated. Risk corridor is recorded within premium revenue. The risk corridor
provisions compare costs targeted in our bids or third-party payors’ bids to actual prescription drug costs, limited to actual costs that would have been
incurred under the standard coverage as defined by CMS. Variances exceeding certain thresholds may result in CMS or third-party payors making
additional payments to us or require us to refund a portion of the premiums we received. We estimate and recognize an adjustment to premiums revenue
related to these provisions based upon pharmacy claims experience. We record a receivable or payable at the contract level and classify the amount as
current or long-term in our condensed consolidated balance sheet based on the timing of expected settlement.
Variable consideration estimates related to DCE contract revenue are based on the most likely outcome method and that a significant reversal in the amount
of cumulative revenue recognized would not occur.
Receivables, including risk adjusted premium due from the government or through third-party payors, pharmacy rebates, and other receivables, are shown
net of allowances for credit losses and retroactive membership adjustments.
Property and Equipment—Net
Depreciation expense is computed using the straight-line method generally based on the following estimated useful lives:
Description

Estimated Service Lives (years)

Computer and equipment
Office equipment and furniture
Software
Leasehold improvements

5
5-7
3-5
15 (or lease term, if shorter)

Depreciation expense related to property and equipment used to service our members or at our clinics are included within medical expenses in the
condensed consolidated statements of operations.
Medical Expenses
Medical expenses include claim payments, capitation payments, pharmacy costs net of rebates, allocations of certain centralized expenses, internal care
delivery expenses and various other costs incurred to provide health insurance coverage and care to members, as well as estimates of future payments to
hospitals and others for medical care and other supplemental benefits provided.
We have contracts with a network of hospitals, physicians, and other providers and compensate those providers and ancillary organizations based on
contractual arrangements or CMS Medicare compensation guidelines. We pay these contracting providers either through fee-for-service arrangement in
which the provider is paid negotiated rates for specific services provided or a capitation payment, which represent monthly contractual fees disbursed for
each member regardless of medical services provided to the member. We are responsible for the entirety of the cost of health care services related to the
member population, in addition to supplemental benefits provided by us to our seniors. We also record claims expenses related to our institutional and
specialist care related to our DCE program with CMS as we act as the principal in the transaction.
Capitation-related expenses are recorded on an accrual basis during the coverage period. Expenses related to fee-for-service contracts are recorded in the
period in which the related services are dispensed.
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Pharmacy costs represent payments for members’ prescription drug benefits, net of rebates from drug manufacturers. Receivables for such pharmacy
rebates are included in accounts receivable in the condensed consolidated balance sheets.
Medical Expenses Payable
Medical expenses payable includes estimates of our obligations for medical care services that have been rendered on behalf of our members and the
members of the Third-Party Payors, but for which claims have either not yet been received or processed, loss adjustment expense reserve for the expected
costs of settling these claims, and for liabilities related to physician, hospital, and other medical cost disputes.
We develop estimates for medical expenses incurred but not yet paid (“IBNP”) which includes an estimate for claims incurred but not reported (“IBNR”)
and a payable for adjudicated claims. IBNR is estimated using an actuarial process that is consistently applied and centrally controlled. Medical expenses
payable also includes an estimate for the costs necessary to process unpaid claims at the end of each period. We estimate IBNR liability using actuarial
methods that are commonly used by health insurance actuaries and meet Actuarial Standards of Practice. These actuarial methods consider factors, such as
cost trends and completion factors that are assessed based on historical data for payment patterns, product mix, seasonality, utilization of health care
services, and other relevant factors. Each period, we re-examine previously established IBNR estimates based on actual claim submissions and other
changes in facts and circumstances. As the IBNR estimates recorded in prior periods develop, we adjust the amount of the estimates and include the
changes in estimates in medical expenses in the period in which the change is identified.
Actuarial Standards of Practice generally require that the IBNP estimates be adequate to cover obligations under moderately adverse conditions.
Moderately adverse conditions are situations in which the actual claims are expected to be higher than the otherwise estimated value of such claims at the
time of estimate. In many situations, the claims amount ultimately settled will be different than the estimate that satisfies the Actuarial Standards of
Practice. We include in our IBNP an estimate for medical claims liability under moderately adverse conditions, which represents the risk of adverse
deviation of the estimates in our actuarial method of reserving. We believe that medical expenses payable is adequate to cover future claims payments
required. However, such estimates are based on knowledge of current events and anticipated future events. Therefore, the actual liability could differ
materially from the amounts provided.
We reassess the profitability of contracts for providing coverage to members when current operating results or forecasts indicate probable future losses. A
premium deficiency reserve is established in current operations to the extent that the sum of expected future costs, claim adjustment expenses, and
maintenance costs exceed related future premiums under contracts without consideration of investment income. For purposes of determining premium
deficiencies, contracts are grouped in a manner consistent with the method of acquiring, servicing, and measuring the profitability of such contracts. Losses
recognized as a premium deficiency result in a beneficial effect in subsequent periods as operating losses under these contracts are charged to the liability
previously established.
Part D Subsidies
We also receive advance payments each month from CMS related to Catastrophic Reinsurance, Coverage Gap Discount, and the Low-Income Member
Cost Sharing Subsidy (“Subsidies”). Reinsurance subsidies represent funding from CMS for our portion of prescription drug costs, which exceed the
member’s out-of-pocket threshold or the catastrophic coverage level. Low-income cost subsidies represent funding from CMS for all or a portion of the
deductible, the coinsurance and co-payment amounts above the out-of-pocket threshold for low-income beneficiaries. Additionally, the Health Care Reform
Law mandates consumer discounts of 75% on brand-name prescription drugs for Part D plan participants in the coverage gap. The majority of the discounts
are funded by the pharmaceutical manufacturers, while we fund a smaller portion and administer the application of the total discount. These Subsidies
represent cost reimbursements under the Medicare Part D program and are recorded as deposits or payables.
These Subsidies received in excess of, or less than, actual subsidized benefits paid are refundable to or recoverable from CMS through an annual
reconciliation process following the end of the contract year.
Shared Risk Reserve Arrangements
We established a fund (also referred to as “a pool”) for risk and profit-sharing with various independent physician associations (“IPAs”). The pool enables
us and our IPAs to share in the financial responsibility and/or upside associated with providing covered medical expenses to our members. The risk pool is
based on a contractually agreed upon medical budget, typically based upon a percentage of revenue. If actual medical expenses are less than the budgeted
amount, this results in a surplus. Conversely, if actual medical expenses are greater than the budgeted amount, this results in a deficit. We will distribute the
surplus, or a portion thereof, to each IPA based upon contractual terms. Deficits are charged to shared risk providers’ risk pool as per the contractual term
and evaluated for collectability at each reporting period.
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We record risk-sharing receivables and payables on a gross basis on the condensed consolidated balance sheet. Throughout the year, we evaluate expected
losses on risk-sharing receivables and record the resulting expected losses to the reserve. We systematically build and release reserves based on adequacy
and its assessment of expected losses on a monthly basis. Credit loss associated with risk share deficit receivables are recorded within medical expense in
the condensed consolidated statements of operations. As of March 31, 2022 and December 31, 2021, we recorded a valuation allowance for all of the risksharing receivable balance due to collection risk related to the balance. The risk-sharing payable is included within medical expenses payable on the
condensed consolidated balance sheet.
Concentrations of Credit Risk
Financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash deposits and restricted investments with financial
institutions. Accounts at each financial institution are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to certain limits. At March 31,
2022 and December 31, 2021, there was $447,711 and $465,824, respectively, in excess of FDIC-insured limits.
Equity-Based Compensation
Equity-based compensation expense is measured and recognized based on the grant date fair value of the awards. The grant date fair value of stock options
is estimated using the Black-Scholes option pricing model. The grant date fair value of Restricted Stock Units (“RSUs”) and Restricted Stock Awards
(“RSAs”) is estimated based on the fair value of our underlying common stock.
The Black-Scholes option pricing model requires the use of highly subjective assumptions, including the award’s expected term, the fair value of the
underlying common stock, the expected volatility of the price of the common stock, risk-free interest rates, and the expected dividend yield of the common
stock. The assumptions used to determine the fair value of the stock-based awards are management’s best estimates and involve inherent uncertainties and
the application of judgment. The expected term represents the period the stock-based awards are expected to be outstanding. As we do not have sufficient
historical experience for determining the expected term of the stock option awards granted, we utilize the simplified method available under U.S. GAAP.
As we do not have a substantial trading history, volatility assumptions were developed using a combination of the Company's historical volatility and the
historical volatilities of a set of peer companies, adjusted for debt-equity leverage. Equity-based compensation expense for awards with service-based
vesting only is recognized on a graded vesting schedule over the requisite service period of the awards, which is generally four years. We account for
forfeitures as they occur.
Equity-based compensation is recorded within selling, general and administrative expenses, and medical expenses based on the function of the applicable
employee and non-employee.
Noncontrolling interest
Noncontrolling interest represents the portion of equity ownership in a subsidiary that is not attributable to Alignment Healthcare, Inc. The noncontrolling
interest in a subsidiary is initially recognized at estimated fair value on April 1, 2021 and is presented within total equity in the Company's condensed
consolidated balance sheets. There was no net loss attributable to the noncontrolling interest for the three months ended March 31, 2022 and 2021 as the
Company was responsible for 100% of the net loss in the first year of operations of that subsidiary.
Net Loss per Share
Net loss per share is calculated based on net loss attributable to Alignment Healthcare, Inc.'s shareholders. The following table sets forth the computation
of basic and diluted net loss per share for the three months ended March 31, 2022 and 2021:
Three Months Ended
March 31,
2022

Numerator:
Net loss attributable to common stockholders
Denominator:
Total weighted-average common shares outstanding basic and diluted
Less: Restricted shares of common stock
Total weighted-average common shares outstanding,
net of restricted shares of common stock basic and diluted
Net loss per share:
Net loss per share - basic and diluted

$

$
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2021

(40,817 )

$

(56,874 )

187,091,570
8,217,378

165,611,120
11,179,093

178,874,192

154,432,027

(0.23 )

$

(0.37 )

Basic net loss per share is the same as diluted net loss per share for certain periods presented as the inclusion of all potentially dilutive shares would have
been anti-dilutive.
In addition to the restricted shares of common stock, we also excluded the following potential common shares, presented based on amounts outstanding at
each period end, from the computation of diluted net loss per share as of March 31, 2022 and 2021:
March 31,
2022

Stock options
Restricted stock units
Total

2021

11,925,082
4,284,230
16,209,312

11,123,391
1,517,000
12,640,391

Recent Accounting Pronouncements Adopted
From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (FASB) or other standard setting bodies that
are adopted by the Company as of the specified effective date. Unless otherwise discussed, the Company believes that the impact of recently issued
standards that are not yet effective will not have a material impact on the Company’s consolidated financial position or results of operations upon adoption.
3. Fair Value
US Treasury bills and certificate of deposits are reported at amortized costs which is equivalent to fair value. The following tables present the carrying
value and fair value of these financial instruments as of March 31, 2022 and December 31, 2021:
March 31, 2022
Fair Value
Carrying
Value

US Treasury bills
Certificate of deposits
Total

$
$

Level 1

1,375
1,172
2,547

$

Level 2

—
—
—

$

$

Level 3

1,375
1,172
2,547

$

$

—
—
—

$

December 31, 2021
Fair Value
Carrying
Value

US Treasury bills
Certificate of deposits
Total

$
$

1,375
1,071
2,446

Level 1

$
$

Level 2

—
—
—

$
$

1,375
1,071
2,446

Level 3

$
$

—
—
—

The carrying value of long-term debt represents the outstanding balance, net of unamortized debt issuance costs. As of March 31, 2022, the carrying value
and fair value of our long-term debt was $152,256 and $153,669, respectively. As of December 31, 2021, the carrying value and fair value of our long-term
debt was $150,620 and $154,367, respectively.
The fair value of our long-term debt is classified as a Level 3 financial instrument because certain inputs used to determine its fair value are not observable.
The fair value was estimated using a discounted cash flow (“DCF”) methodology. The discount rate used in the DCF model was estimated based on a
synthetic credit rating analysis for us, and a screening of market data to identify market yields of instruments within the range of identified credit ratings
and with otherwise similar features.
Our nonfinancial assets and liabilities, which include goodwill, intangible assets, property, and equipment, are not required to be measured at fair value on a
recurring basis. However, on a periodic basis, or whenever events or changes in circumstances indicate that their carrying value may not be recoverable, we
assess these assets for impairment. No such impairment resulted during the three months ended March 31, 2022 and 2021.
14

4. Accounts Receivable
Accounts receivable consisted of the following as of March 31, 2022 and December 31, 2021:
March 31,
2022

Government receivables
Pharmacy rebate receivables
Other receivables
Total accounts receivable
Allowance for credit losses
Accounts receivable, net

$

$

36,575
43,931
4,140
84,646
(119 )
84,527

December 31,
2021

$

$

19,685
34,376
4,562
58,623
(111 )
58,512

The allowance for expected credit losses for accounts receivable is based primarily on past collections experience relative to the length of time receivables
are past due. However, when available evidence reasonably supports an assumption that future economic conditions will differ from current and historical
payment collections, an adjustment is reflected in the allowance for expected credit losses. We record pharmacy rebates and other receivables based on
contractual terms and expected collections and our estimation process for contractual allowances for such balances generally results in an allowance for
balances outstanding greater than 90 days or if expected credit risks are known.
Receivables and any associated allowance are written off only when all collection attempts have failed and such amounts are determined unrecoverable. We
regularly review the adequacy of these allowances based on a variety of factors, including age of the outstanding receivable and collection history. When
circumstances related to specific collection patterns change, estimates of the recoverability of receivables are adjusted. Because substantially all of our
receivable amounts are readily determinable and a large portion of our creditors are governmental authorities, our allowance for credit losses is
insignificant.
We recorded credit loss related to accounts receivable of $53 and $8 during the three months ended March 31, 2022 and 2021, respectively. The amounts
were recorded in selling general, and administrative expenses in the condensed consolidated statements of operations.
5. Property and Equipment
Property and equipment consisted of the following as of March 31, 2022 and December 31, 2021:
March 31,
2022

Computers and equipment
Office equipment and furniture
Software
Leasehold improvements
Construction in progress
Subtotal
Less accumulated depreciation
Property and equipment-net

$

$

9,530
4,438
103,050
6,196
596
123,810
(92,063 )
31,747

December 31,
2021

$

$

9,164
4,416
98,031
6,196
753
118,560
(88,202 )
30,358

Depreciation expense for the three months ended March 31, 2022 and 2021 was $3,896 and $3,707, respectively, of which $43 and $52, respectively, were
included in medical expenses.
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6. Goodwill and Intangible Assets
Intangible assets consisted of the following as of March 31, 2022 and December 31, 2021:
March 31, 2022
Accumulated
Net Carrying
Amortization
Value

Gross Carrying
Value

Goodwill
License (indefinite lived)
Plan member relationships
Other

$

30,629
4,917
2,700
1,050
39,296

$

$

$

$

$

29,303
4,917
2,700
1,050
37,970

$

30,629
4,917
307
492
36,345

$

December 31, 2021
Accumulated
Net Carrying
Amortization
Value

Gross Carrying
Value

Goodwill
License (indefinite lived)
Plan member relationships
Other

—
—
2,393
558
2,951

$

—
—
2,311
543
2,854

$

$

$

Weighted Average
Life

—
—
9 years
2 - 10 years

Weighted Average
Life

29,303
4,917
389
507
35,116

—
—
9 years
2 - 10 years

Amortization expense relating to intangible assets for the three months ended March 31, 2022 and 2021, was $97 and $82, respectively. Estimated
amortization expense relating to intangible assets for each of the next five years ending December 31, is as follows:
Remainder of 2022
2023
2024
2025
2026
Thereafter

$

289
226
82
60
60
82
799

$
There were no impairment charges related to goodwill and intangible assets for the three months ended March 31, 2022 and 2021.
7. Medical Expenses Payable
The following table is a detail of medical expenses payable as of March 31, 2022 and December 31, 2021:
March 31,
2022

Claims incurred but not paid
Capitation payable, risk-sharing payable, and other

$
$

84,883
70,080
154,963

December 31,
2021

$
$

77,073
48,813
125,886

Each period, we re-examine previously established outstanding claims reserve estimates based on actual claims submissions and other changes in facts and
circumstances. As more complete claim information becomes available, we adjust the amount of the estimates and include the changes in estimates in claim
costs in the period in which the change is identified. Substantially, all of the total claims paid by us are known and settled within the first year from the date
of service, and substantially, all remaining claim amounts are paid within a three-year period.
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The following table presents components of the change in medical expenses payable as of March 31, 2022 and 2021:
March 31,
2022

Claims incurred but not paid - beginning balance
Incurred related to:
Current year
Prior years
Total incurred, net of reinsurance
Payments related to:
Current year
Prior years
Total payments, net of reinsurance
Claims incurred but not paid - ending balance
Other medical expenses payable
Total medical expenses payable

$

77,073

March 31,
2021

$

103,625
(9,521 )
94,104

$

37,626
48,668
86,294
84,883
70,080
154,963

82,391
83,223
(3,745 )
79,478

$

22,746
57,786
80,532
81,337
47,336
128,673

In March 2020, the COVID-19 outbreak was declared a pandemic. The COVID-19 virus disproportionately impacts older adults, especially those with
chronic illnesses, which describes many of the seniors we serve. For the three months ended March 31, 2021, we experienced higher claims costs due to
COVID-19 related inpatient admissions. However, for the remainder of 2021 we saw a decline in COVID-related utilization (compared to the first quarter)
as vaccination rates improved across our senior population. The Delta and Omicron variants caused a rebound in COVID-related inpatient utilization
during the second half of 2021 and first quarter of 2022, however, the increase in utilization did not reach first quarter of 2021 levels. While COVID had a
less significant impact on the first quarter of 2022 medical expense relative to our first quarter of 2021 medical expense, we remain cautious of the potential
impact of the COVID-19 in the future. The ultimate impact of COVID-19 to us and our financial condition is presently unknown and we continue to
monitor the impact of COVID-19 on our claims reserve estimate.
We re-examine previously established outstanding claims reserve estimates based on actual claims submissions and other changes in facts and
circumstances. We recognized a favorable prior year development, excluding provision for adverse deviation, of $5,875 for the three months ended March
31, 2022. The favorable prior year development was primarily due to better than expected claims recoveries and actual claims expense being less than
expected.
8. Long-Term Debt
Long-term debt is recorded at carrying value in the condensed consolidated balance sheets. The carrying value of long-term debt outstanding, net of
unamortized debt issuance costs, consisted of the following as of March 31, 2022 and December 31, 2021:
March 31,
2022

Long-term debt
Less unamortized debt issuance costs
Long-term debt-net of amortization
Less current portion of long-term debt
Long-term debt - net of current portion

$

$

155,182
(2,926 )
152,256
—
152,256

December 31,
2021

$

$

154,112
(3,492 )
150,620
—
150,620

As of March 31, 2022, the total long-term debt balance of $155,182 included the principal balance of $135,000, the initial commitment fee of $6,750, and
the payment-in-kind interest on the principal balance of $13,093. The payment-in-kind interest on the principal balance is also subject to the commitment
fee which was $339 as of March 31, 2022. This amount was also included in the long-term debt balance.
The term loan matures in June 2023, at which time the full balance of the term loan, including the commitment fee and the payment-in-kind balance, will
be due.
In addition, the term loan includes financial covenants regarding the maintenance of minimum liquidity of $6,000 of operating cash, as defined, on a
consolidated basis, at least $10,000 in its cash accounts on a daily basis and minimum consolidated revenue amounts. The term loan also contains certain
nonfinancial covenants. As of March 31, 2022 and December 31, 2021, we were in compliance with all financial and nonfinancial covenants.
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The term loan was entered into by our wholly owned subsidiary and is also guaranteed by certain of our wholly owned subsidiaries and collateralized by all
unrestricted assets of our subsidiaries.
9. Income Taxes
There was no income tax expense for the three months ended March 31, 2022 and 2021.
We have cumulative NOLs as of March 31, 2022 and December 31, 2021. Given the history of losses, and after consideration for the risk associated with
estimates of future taxable income, we established a full valuation allowance against net deferred tax assets at December 31, 2021 and 2020. As a result of
the Tax Cuts and Jobs Act (“TCJA”), the federal NOLs generated in 2018 through 2020 will be carried forward indefinitely and are limited to an 80%
deduction of taxable income. The 80% limitation is not applicable to NOLs generated before 2018. An exception to the TCJA federal NOL modification
applies to nonlife insurance companies (e.g., Alignment Health Plan Inc.). Alignment Health Plan Inc.’s NOL treatment is the same as those NOLs
generated in tax years 2017 and prior.
Additionally, an “ownership change” as defined under Section 382 of the Internal Revenue Code, could potentially limit the ability to utilize certain tax
attributes including the Company’s substantial NOLs. Ownership change is generally defined as any significant change in ownership of more than 50% of
its stock over a three-year testing period. If, as a result of current or future transactions involving our common stock, we undergo cumulative ownership
changes which exceed 50% over the testing period, our ability to utilize our NOL carryforwards would be subject to additional limitations under IRC
Section 382. We continue to monitor changes in ownership with respect to these income tax provisions.

10. Equity-Based Compensation
Equity Awards
Stock options
Stock options generally vest 25% annually over four years and generally expire 10 years from the date of the grant. The 2021 Equity Incentive Plan
provides that stock option grants will be made at no less than the estimated fair value of common stock at the date of the grant.
The following is a summary of the stock option transactions as of and for the three months ended March 31, 2022:

(amounts in thousands, except shares and per share amount)

Balances as of December 31, 2021
Options granted
Options exercised
Options forfeited / expired
Balances as of March 31, 2022
Vested and Exercisable as of March 31, 2022

Stock Options Outstanding
Weighted- Average
Weighted- Average
Remaining
Exercise Price per
Contractual Terms
Option
(in years)

Shares Subject to
Options Outstanding

10,938,521
1,269,156
—
(282,595 )
11,925,082
(2,633,227 )

$

18.02
8.95
—
18.02
17.05
18.00

$

9.17

Aggregate Intrinsic
Value

$

—

9.03
8.92

2,896
—

Aggregate intrinsic value represents the difference between the exercise price of the option and the closing price of our common stock. The aggregate
intrinsic value of options exercised for the three months ended March 31, 2022 and 2021 was $0. The fair value of options granted during the three months
ended March 31, 2022 and 2021 was $5,114 and $83,982, respectively.
The weighted-average assumptions used to determine the fair value of stock options granted during the periods presented were as follows:
Three Months Ended March 31,
2022

Expected term (in years)(1)
Expected volatility(2)
Risk-free interest rate(3)
Dividend yield(4)

6.25
39.5% - 44.5%
1.4% - 1.8%
0.0 %
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2021

6.25
41.7 %
1.1 %
0.0 %

(1)

An estimated expected life of 6.25 years before exercise was used based on the midpoint of the vesting date and the full contractual term (known as
the simplified method). We do not have sufficient history of exercise for similar awards.

(2)

The expected volatility for new options granted was estimated based on the historical daily price changes of our peer companies’ common stock
over the most recent period equal to the expected term of the option, adjusted for debt-equity leverage.

(3)

The risk-free interest rate for period equal to the expected term of the option was based on the rate of treasury securities with the same term as the
option as of the grant date.

(4)

An expected dividend yield of 0% was used because we have not historically paid dividends.

Restricted Stock Awards
Our outstanding RSAs that were granted following the IPO generally vest 25% annually over four years. RSAs converted from Pre-IPO awards generally
vest on the later of the fourth anniversary of the original vesting commencement date or 50% annually on the first and second anniversary of the IPO (see
“Pre-IPO Equity” and "Modifications" sections below for details).
The following is a summary of RSA transactions for the three months ended March 31, 2022:
Restricted Shares

Unvested and outstanding as of December 31, 2021
Vested
Forfeited
Unvested and outstanding as of March 31, 2022

Weighted-Average Grant Date Fair Value

8,613,780
(2,148,391 )
(163,064 )
6,302,325

$

10.32
15.80
3.69
8.63

Restricted Stock Units
Restricted stock units ("RSU") generally vest 25% annually over four years.
The following is a summary of RSU transactions for the three months ended March 31, 2022:
Restricted Stock Units

Unvested and outstanding as of December 31, 2021
Granted
Vested(1)
Cancelled/forfeited
Unvested and outstanding as of March 31, 2022
(1)

1,662,282
3,064,412
(406,176 )
(36,288 )
4,284,230

Weighted-Average Grant Date
Fair Value

$

18.54
9.15
18.54
18.01
11.83

Includes 22,668 shares that vested, but the issuance and delivery of the shares was deferred

Equity-Based Compensation Expense
Total equity-based compensation expense was presented on the statement of operations as follows:
Three Months Ended March 31,
2022

(amounts in thousands)

Selling, general and administrative expenses
Medical expenses
Total equity-based compensation expense

$
$

2021

24,926
3,121
28,047

$
$

25,221
6,566
31,787

As of March 31, 2022, there was $111,906 in unrecognized compensation expense related to all non-vested awards (RSAs, options and RSUs) that will be
recognized over the weighted-average period of 1.96 years.
11. Regulatory Requirements and Restricted Funds
Our health plans or risk-bearing entities are required to maintain minimum capital requirements prescribed by various regulatory authorities in each of the
states in which it operates.
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Risk-Based Capital Regulatory
The National Association of Insurance Commissioners has adopted rules, which, if implemented by the states, set minimum capitalization requirements for
insurance companies, HMOs, and other entities bearing risk for health care coverage. The requirements take the form of risk-based capital (“RBC”) rules,
which may vary from state to state. Certain states in which our health plans or risk bearing entities operate in have adopted the RBC rules. Our health plans
or risk-bearing entities were in compliance with the minimum capital requirements for all periods presented.
Tangible Net Equity
Our health plan in California is required to comply with the tangible net equity (“TNE”) requirements. The required amount is the larger of: (1) $1,000; (2)
2% of the first $150,000 of annualized premium revenue, plus 1% of annualized premium revenue in excess of $150,000; or (3) 8% of the first $150,000 of
annualized health care expenditures, except for those paid on a capitated or managed hospital payment basis, plus 4% of the annualized health care
expenditures in excess of $150,000, except those paid on a capitated or managed hospital payment basis, plus 4% of annualized hospital expenditures paid
on a managed hospital payment basis. We were in compliance with the TNE requirement for all periods presented.
We have the ability to provide additional capital to each of our health plans or risk-bearing entities when necessary to ensure that the RBC and TNE
requirements are met.
Certain states regulate the payment of dividends, loans, or other cash transfers from our regulated subsidiaries to our non-regulated subsidiaries and parent
company. Such payments may require approval by state regulatory authorities and are limited based on certain financial criteria, such as the entity’s level of
statutory income and statutory capital and surplus, or the entity’s level of tangible net equity or net worth, amongst other measures. These regulations vary
by state. We were in compliance with the RBC and TNE requirements as of March 31, 2022 and December 31, 2021.
Restricted Assets
Pursuant to the regulations governing our subsidiaries, we maintain certain deposits required by the government authorities in the form of certificate of
deposits and Treasury bills as protection in the event of insolvency. The use of funds from these investments is limited as required by regulation in the
various states in which we operate, or as needed in the event of insolvency. Therefore, these deposits are reported within other assets on the condensed
consolidated balance sheets.
We hold these assets until maturity, at which time these assets will renew or are invested in a similar type of investment instrument. Given the regulatory
requirements, we expect to hold these investments for long-term. As a result, we do not expect the value of these investments to decline significantly due to
a sudden change in market interest rates. These investments are carried at amortized cost, which approximates fair value.
12. Commitments and Contingencies
Legal Proceedings
We record a liability and accrue the costs for a loss when an unfavorable outcome is probable and the amount of the loss can be reasonably estimated. In
some cases, no estimate of the possible loss or range of loss in excess of amounts accrued, if any, can be made because of the inherently unpredictable
nature of legal and regulatory proceedings. While the liability and accrued costs reflect our best estimate, the actual amounts may materially be different.
We may be involved in various litigation matters in the ordinary course of business. In the opinion of management, the ultimate resolution of legal
proceedings is not expected to have a material adverse effect on the condensed consolidated financial statements. Amounts accrued for legal proceedings
were not material as of March 31, 2022 and December 31, 2021.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis is intended to help the reader understand our business, financial condition, results of operations, liquidity and
capital resources. This discussion should be read in conjunction with our audited financial statements and the accompanying notes as well as “Risk
Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in our Annual Report on Form 10-K
for the year ended December 31, 2021 (Annual Report), as well as our unaudited condensed consolidated financial statements and related notes presented
herein in Part I, Item 1 included elsewhere in this Quarterly Report. Unless the context otherwise indicates or requires, the terms “we”, “our” and the
“Company” as used herein refer to Alignment Healthcare, Inc. and its consolidated subsidiaries, including Alignment Healthcare Holdings, LLC, which is
Alignment Healthcare, Inc.’s predecessor for financial reporting purposes.
In addition to historical data, the discussion contains forward-looking statements about the business, operations and financial performance of the
Company based on our current expectations that involves risks, uncertainties and assumptions. Actual results could differ materially from those discussed
in or implied by forward-looking statements as a result of various factors, including those discussed above in "Forward-Looking Statements," and Part II,
Item 1A, "Risk Factors.”
Overview
Alignment is a next generation, consumer-centric platform designed to revolutionize the healthcare experience for seniors. We deliver this experience
through our Medicare Advantage plans, which are customized to meet the needs of a diverse array of seniors. Our innovative model of consumer-centric
healthcare is purpose-built to provide seniors with care as it should be: high quality, low cost and accompanied by a vastly improved consumer experience.
We combine a proprietary technology platform and a high-touch clinical model that enhances our members’ lifestyles and health outcomes while
simultaneously controlling costs, which allows us to reinvest savings back into our platform and products to directly benefit the senior consumer. We have
grown Health Plan Membership, which we define as members enrolled in our HMO and PPO contracts, from approximately 13,000 at inception to over
94,000 as of March 31, 2022, representing a 28% compound annual growth rate across 38 markets and 4 states. Our ultimate goal is to bring this
differentiated, advocacy-driven healthcare experience to millions of senior consumers in the United States and to become the most trusted senior healthcare
brand in the country.
Our model is based on a flywheel concept, referred to as our “virtuous cycle”, which is designed to delight our senior consumers. We start by listening to
and engaging with our seniors in order to provide a superior experience in both their healthcare and daily living needs. Through our proprietary technology
platform, Alignment's Virtual Application ("AVA"), we utilize data and predictive algorithms that are specifically designed to ensure personalized care is
delivered to each member. When our information-enabled care model is combined with our member engagement, we are able to improve healthcare
outcomes by, for example, reducing unnecessary hospital admissions, which in turn lowers overall costs. Our ability to manage healthcare expenditures
while maintaining quality and member satisfaction is a distinct and sustainable competitive advantage. Our lower total healthcare expenditures allow us to
reinvest our savings into richer coverage and benefits, which propels our growth in revenue and membership due to the enhanced consumer value
proposition. As we grow, we continue to listen to and incorporate member feedback, and we are able to further enhance benefits and produce strong clinical
outcomes. Our virtuous cycle, based on the principle of doing well by doing good, is highly repeatable and a core tenet of our ability to continue to expand
in existing and new markets in the future.
Recent market expansions include:
•

the addition of Arizona as Alignment’s fourth state, with the Company entering Pima and Maricopa counties;

•

12 new counties in North Carolina, bringing Alignment’s total number of markets in North Carolina to 15; and

•

two new counties in Nevada, bringing Alignment’s total number of markets in Nevada to three.

In total, Alignment increased its number of markets from 22 in 2021 to 38 in 2022 across California (18 markets), North Carolina (15 markets), Nevada (3
markets) and Arizona (2 markets), which in turn increased the total number of Medicare eligibles in Alignment’s geographies from 5.5 million to 7.0
million.
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Factors Affecting Our Performance
Our proprietary technology platform, AVA, is a key element of our business with capabilities that we expect to impact our future performance. AVA enables
us to personalize and manage our member relationships, care quality and experience, and to coordinate and manage risk with our provider partners. AVA’s
unified platform, analytical tools and data across the healthcare ecosystem enable us to produce consistent outcomes, unit economics and support new
member growth. Additionally, our historical financial performance has been, and we expect our financial performance in the future will be, driven by our
ability to:
•

Capitalize on Our Existing Market Growth Opportunity: Our ability to attract and retain members to grow in our existing markets depends
on our ability to offer a superior value proposition. We have proven that we can compete against, and take market share from, large
established players in highly competitive markets. According to CMS data, we were one of the top three Medicare Advantage Organizations
in terms of HMO net members growth in our California counties between 2016 and 2022. Further, there are approximately 3.7 million
Medicare-eligible individuals enrolled in Medicare Advantage plans in our existing 38 counties, of which our approximately 94,200 Health
Plan Members represents only 3% market share. We believe that there are still significant opportunities for future growth even in our most
mature markets where we have a 10-20% market share. Additionally, we are evaluating other opportunities to leverage our historical
investments in our technology platform and our comprehensive clinical model across our existing and potentially new geographies. As an
example, we recently entered into CMS Innovation Center’s Direct Contracting program, which allows us to partner directly with physicians
to help manage their Medicare FFS patient populations and participate in the upside and downside risk associated with managing the health
of such patients. As of March 31, 2022, we had approximately 5,200 members in our Direct Contracting Entities ("DCE") arrangement with
our clinician partners in North Carolina. While still early, we believe this DCE partnership is indicative of the value we can potentially
deliver to a broader set of seniors in traditional Medicare over time.

•

Drive Growth and Consistent Outcomes Through New Market Expansion: We enter new markets with the goal of building brand
awareness across our key stakeholders to achieve meaningful market share over time. We intend to focus on markets with significant senior
populations where we expect to be able to replicate our model most effectively. Our analytical framework for selecting new markets to enter
evaluates a number of factors, including: the presence of aligned provider partners, our ability to compete effectively based on the richness of
our products, and our ability to build and deploy local market care delivery teams efficiently. We believe that investment in new market
development is required to drive sustained long-term growth, and our willingness to make such investments is underpinned by our proven
success in a diverse array of markets across our existing geographic footprint. Enabled by AVA, we have been successful in rural, urban and
suburban markets, as well as markets with varying degrees of provider and health system competition and control. Our existing markets also
feature a diverse array of membership profiles across ethnicities, income levels and acuity. Over the last two years, we have expanded into
six to seven new markets per year and most recently expanded into 16 new markets in 2022.
•

Provide Superior Service, Care and Consumer Satisfaction: We are highly focused on providing superior service and care to our members
and on maintaining high levels of consumer satisfaction, which are key to our financial performance and growth. The CMS Five Star Quality
Rating System provides economic incentives to Medicare Advantage plans that achieve higher Star ratings by (i) meeting certain care criteria
(such as completing particular preventative screening procedures or ensuring proper follow-up care is provided for specific conditions or
episodes) and (ii) receiving high member satisfaction ratings. These incentives impact financial performance in the year following the CMS
Rating Year (for example, CMS’s announcement of the 2022 Ratings occurred in the second half of 2021, and will impact our financial
performance in 2023). Historically, we have earned additional bonus payments from CMS based on our performance under CMS’s Five Star
Quality Rating System. For the last five years (CMS Rating Years 2018-2022), over 98% of our California members have been in a CMS
contract achieving at least a 4 Star overall rating (the remaining members were in a CMS contract that had too few members to be measured).
This is important to our financial performance, as (i) earning a 4 Star rating generally allows us to receive a 5% bonus to our revenue
benchmark rate in our bids (subject to certain county-level adjustments), and (ii) a 4.5 Star rating allows us to retain a larger portion of the
savings our model creates relative to our benchmark by increasing our rebate percentage from 65% to 70% of savings, both of which allow us
to offer richer coverage and supplemental benefits. Our Medicare Advantage plans in California currently have a 4 Star rating, and our plans
in Nevada, North Carolina and Arizona do not yet have independent Star ratings due to our limited operating history in those markets. As a
result, payments in Nevada, North Carolina, and Arizona are expected to be based on our Star rating in California for the next several years.

•

Effectively Manage the Quality of Care to Improve Member Outcomes: Our care delivery model is based on a clinical continuum through
which we have created a highly personalized experience that is unique to each member depending on their personal health and circumstances.
Utilizing data and predictive analytics generated by AVA, our clinical continuum
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separates seniors into four categories in order to provide optimized care for every stage of a senior’s life: healthy, healthy utilizer, pre-chronic
and chronic. We partner with our broader network of community providers to service members in our non-chronic categories, and we have
developed a Care Anywhere program implemented by our internal clinical teams to care for our higher risk and/or chronically ill members.
By investing in our members’ care proactively, our model has consistently reduced unnecessary and costly care while improving the quality
of our members’ lifestyle and healthcare experience. By delivering superior care and preventing avoidable utilization of the healthcare
system, we are able to reduce our claims expenditures in some of our largest medical expense categories, which translates to superior medical
benefits ratio ("MBR") financial performance and ultimately the ability to offer richer products in the market.
•

Achieve Superior Unit Economics: As our senior population ages their healthcare needs become more frequent and complex. To combat the
healthcare cost increases that typically result, we proactively look to (i) connect with our population early in their enrollment with Alignment
to assess their care needs, (ii) develop care plans and engage those members with more chronic, complex health challenges in our clinical
model, and (iii) continue to monitor and evaluate our healthier members in a preventative fashion over time. Given the Medicare Advantage
payment mechanism and the retention of the vast majority of our members who continue to choose Alignment after their initial selection
year, we are able to focus our efforts on driving favorable long-term health outcomes for our entire population. As a result, our clinical model
efforts have demonstrated the ability to lower the MBRs of our returning members. We believe this is evidence of our ability to manage the
financial risk of our members as they age, and that these favorable underlying unit economic trends translate directly to our ability to
continue to deliver a richer product to the marketplace. With this dynamic in mind, our consolidated MBR may be impacted year-to-year
based on our pace of new member growth and mix of members by cohort. However, we believe our ability to sustain MBR performance
improvement over time positions us well to invest in new member growth to drive long-term financial performance.

•

Investments in our Platform and Growth: We plan to continue to invest in our business in order to further develop our AVA platform, pursue
new expansion opportunities and create innovative product offerings. In additional, in order to maintain a differentiated value proposition for
our members, we continue to invest in innovative product offerings and supplementary benefits to meet the evolving needs of the senior
consumer. We anticipate further investments in our business as we expand into new markets and pursue strategic acquisitions, which we
expect will primarily be focused on healthcare delivery groups in key geographies, standalone and provider-sponsored Medicare Advantage
plans and other complementary risk bearing assets.

•

Seasonality to our Business: Our operational and financial results will experience some variability depending upon the time of year in which
they are measured. We experience the largest portion of member growth during the first quarter, when plan enrollment selections made
during the annual enrollment period ("AEP") from October 15th through December 7th of the prior year take effect. As a result, we expect to
see a majority of our member growth occur January 1 of a given calendar year. As the year progresses, our per-member revenue often
declines as new members join us, typically with less complete or accurate documentation (and therefore lower risk-adjustment scores), and
senior mortality disproportionately impacts our higher-acuity (and therefore greater revenue) members. Medical costs will vary seasonally
depending on a number of factors, but most significantly the weather. Certain illnesses, such as the influenza virus, are far more prevalent
during colder months of the year, which will result in an increase in medical expenses during these time periods. We therefore expect to see
higher levels of per-member medical costs in the first and fourth quarters. The design of our prescription drug coverage (Medicare Part D)
results in coverage that varies as a member’s cumulative out-of-pocket costs pass through successive stages of a member’s plan period, which
begins annually on January 1 for renewals. These plan designs generally result in us sharing a greater portion of the responsibility for total
prescription drug costs in the early stages of the year and less in the latter stages, which typically results in a higher MBR on our Part D
program in the first half of the year relative to the second half of the year. In addition, we expect our corporate, general and administrative
expenses to increase in absolute dollars for the foreseeable future to support our growth and because of additional costs of being a public
company. Due to the timing of many of these investments, including our primary sales and marketing season, we typically incur a greater
level of investment in the second half of the year relative to the first half of the year.
Executive Summary

The following table presents key financial statistics for the periods indicated:
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Three Months Ended March 31,
2022
2021

(dollars in '000's, except percentages)

Health plan membership
Medical benefits ratio
Revenues
Loss from Operations
Net loss
Adjusted EBITDA(1)
Adjusted gross profit (1)
(1)
(2)

$
$
$
$
$

94,200
87.0 %
345,526
(36,475 )
(40,817 )
(3,890 )
44,932

$
$
$
$
$

% Change

83,100
91.5 %
267,082
(52,664 )
(56,874 )
(14,042 )
22,605

13.4 %
-4.5 %
29.4 %
NM(2)
NM(2)
NM(2)
98.8 %

See “Adjusted EBITDA” and "Adjusted Gross Profit" below for a reconciliation to the most directly comparable financial measure calculated in
accordance with GAAP and related disclosures.
Not meaningful

Health Plan Membership
We define Health Plan Membership as the number of members enrolled in our HMO and PPO contracts as of the end of a reporting period. We believe this
is an important metric to assess growth of our underlying business, which is indicative of our ability to consistently offer a superior value proposition to
seniors. This metric excludes third party payor members with respect to which we are at-risk for managing their healthcare expenditures, which represented
approximately 500 members and 600 members as of March 31, 2022 and 2021, respectively. It also excludes the approximately 5,200 traditional Medicare
seniors for which we are at-risk for managing their healthcare expenditures through our DCE contracts with CMS.
Adjusted Gross Profit and Medical Benefits Ratio, or MBR
Adjusted gross profit is a non-GAAP financial measure that we define as loss from operations before depreciation and amortization, clinical equity-based
compensation expense, and selling, general, and administrative expenses. Adjusted gross profit is a key measure used by our management and Board to
understand and evaluate our operating performance and trends before the impact of our consolidated selling, general and administrative expenses.
Adjusted gross profit should not be considered in isolation of, or as an alternative to, measures prepared in accordance with GAAP. There are a number of
limitations related to the use of adjusted gross profit in lieu of loss from operations, which is the most directly comparable financial measure calculated in
accordance with GAAP.
Our use of the term adjusted gross profit may vary from the use of similar terms by other companies in our industry and accordingly may not be
comparable to similarly titled measures used by other companies.
Adjusted gross profit is reconciled as follows:
Three Months Ended March 31,
2022
2021

(dollars in thousands)
Loss from operations
Add back:
Equity-based compensation (medical expenses)
Depreciation (medical expenses)
Depreciation and amortization
Selling, general, and administrative expenses
Total add back
Adjusted gross profit
Adjusted gross profit %

$

$

(36,475 )
3,121
43
3,950
74,293
81,407
44,932
13.0 %

$

$

(52,664 )
6,566
52
3,737
64,914
75,269
22,605
8.5 %

We calculate our MBR by dividing total medical expenses, excluding depreciation and equity-based compensation, by total revenues in a given period. We
believe our MBR is an indicator of our gross profit for our Medicare Advantage plans and demonstrates the ability of our clinical model to produce
superior outcomes by identifying and providing targeted care to our high-risk members resulting in improved member health and reduced total population
medical expenses. We expect that this metric may fluctuate over time due to a variety of factors, including our pace of new member growth given that new
members typically join Alignment with higher MBRs, while our model has demonstrated an ability to improve MBR for a given cohort over time.
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When we determine, on an annual basis, whether we have satisfied the CMS minimum Medical Loss Ratio of 85%, adjustments are made to the MBR
calculation to include certain additional expenses related to improving the quality of care provided, and to exclude certain taxes and fees, in each case as
permitted or required by CMS and applicable regulatory requirements.
Adjusted EBITDA
Adjusted EBITDA is a non-GAAP financial measure that we define as net loss before interest expense, income taxes, depreciation and amortization
expense, reorganization and transaction-related expenses and equity-based compensation expense. Adjusted EBITDA is a key measure used by our
management and our Board to understand and evaluate our operating performance and trends, to prepare and approve our annual budget and to develop
short and long-term operating plans. In particular, we believe that the exclusion of the amounts eliminated in calculating Adjusted EBITDA provides useful
measures for period-to-period comparisons of our business. Given our intent to continue to invest in our platform and the scalability of our business in the
short to medium-term, we believe Adjusted EBITDA over the long term will be an important indicator of value creation.
Adjusted EBITDA should not be considered in isolation of, or as an alternative to, measures prepared in accordance with GAAP. There are a number of
limitations related to the use of Adjusted EBITDA in lieu of net loss, which is the most directly comparable financial measure calculated in accordance
with GAAP.
Our use of the term Adjusted EBITDA may vary from the use of similar terms by other companies in our industry and accordingly may not be comparable
to similarly titled measures used by other companies.
Adjusted EBITDA is reconciled as follows:
Three Months Ended
March 31,
2022

(dollars in thousands)
Net loss
Add back:
Interest expense
Depreciation and amortization
EBITDA
Equity-based compensation(1)
Reorganization and transaction-related expenses(2)
Acquisition expenses(3)
Adjusted EBITDA

2021

$

(40,817 )

$

4,401
3,993
(32,423 )
28,047
486
(3,890 )

$

(56,874 )

$

4,248
3,789
(48,837 )
31,787
3,008
—
(14,042 )

(1)

2022 represents equity-based compensation related to grants made in the current year, as well as equity-based compensation related to the timing of
the IPO, which includes previously issued SARs liability awards, modifications related to transaction vesting units, and grants made in conjunction
with the IPO. 2021 represents equity-based compensation related to the timing of the IPO as previously discussed.

(2)

Represents legal, professional, accounting and other advisory fees related to the Reorganization and the IPO that are considered non-recurring and
non-capitalizable.

(3)

Represents acquisition-related fees, such as legal and advisory fees, that are non-capitalizable.
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Results of Operations
The following table sets forth our consolidated statements of operations data for the periods indicated:
Three Months Ended March 31,
2022
2021

(dollars in thousands)

Revenues:
Earned premiums
Other
Total revenues
Expenses:
Medical expenses
Selling, general and administrative expenses
Depreciation and amortization
Total expenses
Loss from operations
Other expenses:
Interest expense
Other (income) expenses
Total other expenses
Loss before income taxes
Provision for income taxes
Net loss

$

$

345,292
234
345,526

$

267,000
82
267,082

303,758
74,293
3,950
382,001
(36,475 )

251,095
64,914
3,737
319,746
(52,664 )

4,401
(59 )
4,342
(40,817 )
—
(40,817 )

4,248
(38 )
4,210
(56,874 )
—
(56,874 )

$

The following table sets forth our consolidated statements of operations data expressed as a percentage of total revenues for the periods indicated:
Three Months Ended March 31,
2022
2021

(% of revenue)
Revenues:
Earned premiums
Other
Total revenues
Expenses:
Medical expenses
Selling. general and administrative expenses
Depreciation and amortization
Total expenses
Loss from operations
Other expenses:
Interest expense
Other (income) expenses
Total other expenses
Loss before income taxes
Provision for income taxes
Net loss

26

100 %
—
100

100 %
—
100

88
22
1
111
(11 )

94
24
1
119
(19 )

1
—
1
(12 )
—
(12 )%

2
—
2
(21 )
—
(21 )%

Revenues
Three Months Ended
March 31,
2022

Change
2021

$

%

(dollars in thousands)

Revenues:
Earned premiums
Other
Total revenues

$
$

345,292
234
345,526

$
$

267,000
82
267,082

$

78,292
152
78,444

$

29.3 %
185.4 %
29.4 %

Revenues. Revenues were $345.5 million and $267.1 million for the three months ended March 31, 2022 and 2021, respectively, an increase of $78.4
million or 29.4%. The increase was driven by a combination of growth in Alignment’s Health Plan membership and higher revenue per member per
month in 2022 as compared to 2021, which resulted in Health Plan premium revenue growth of 25.0% year over year for the three months ended March 31,
2022. Health plan membership increased 13.4% between March 31, 2021 and March 31, 2022. The increase in revenue per member per month is primarily
attributable to an increase in the CMS benchmark rates along with the timing of Alignment's final sweep projection accrual relative to the first quarter of
2021.
Expenses
Three Months Ended
March 31,
2022

Change
2021

$

%

(dollars in thousands)

Expenses:
Medical expenses
Selling, general and administrative expenses
Depreciation and amortization
Total expenses

$
$

303,758
74,293
3,950
382,001

$
$

251,095
64,914
3,737
319,746

$
$

52,663
9,379
213
62,255

21.0 %
14.4 %
5.7 %
19.5 %

Medical Expenses. Medical expenses were $303.8 million and $251.1 million for the three months ended March 31, 2022 and 2021, respectively, an
increase of $52.7 million, or 21.0%. The increase was driven primarily by the growth in Alignment’s Health Plan membership along with greater revenue
per member per month in 2022 as compared to 2021. Overall, medical expenses grew at a lower rate than total revenues compared to the three months
ended March 31, 2021 due to the impact of COVID-19 on utilization in 2021. For January and February 2021, we experienced an increase in inpatient
admissions due to COVID-related hospitalizations. However, for the remainder of fiscal year 2021 and the first quarter of 2022, we saw a decline in
COVID-related inpatient utilization (compared to the first quarter 2021) as vaccination rates improved across our senor population. The ultimate impact of
COVID-19 to us and our financial condition is presently unknown and we continue to monitor the impact of COVID-19 on our claims reserve estimate.
Selling, General and Administrative Expenses. Selling, general and administrative expenses were $74.3 million and $64.9 million for the three months
ended March 31, 2022 and 2021, respectively, an increase of $9.4 million, or 14.4%. The increase was primarily due to ongoing investments and
expenditures in network development and sales and marketing to drive the growth of Alignment's Health Plan membership. Excluding equity-based
compensation in the three months ended March 31, 2022, our selling, general and administration expenses increased 24.4% from the three months ended
March 31, 2021.
Depreciation and Amortization. Depreciation and amortization expense was $3.9 million and $3.7 million for the three months ended March 31, 2022 and
2021, respectively, an increase of $0.2 million, or 5.7%. The increase was primarily due to the amount and timing of our capital expenditures and the
associated depreciation relative to 2021.
Other Expenses
Interest expense. Interest expense was $4.4 million and $4.2 million for the three months ended March 31, 2022 and 2021, respectively, an increase of $0.2
million or 4.8%. The increase in interest expense was primarily due to an increase in payment-in-kind interest of $4.1 million or 45.6%.
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Other (income) expenses. Other (income) expenses were $(0.1) million and $(0.0) million for the three months ended March 31, 2022 and 2021,
respectively. The increase in income was primarily due to an increase in sublease income.
Liquidity and Capital Resources
General
To date, we have financed our operations principally through our IPO, private placements of our equity securities, revenues, and a loan agreement with CR
Group (“CRG”). As of March 31, 2022, we had $448.8 million in cash.
In addition, we operate as a holding company in a highly regulated industry. Alignment Healthcare, Inc., our parent company, is dependent upon dividends
and administrative expense reimbursements from our subsidiaries, most of which are subject to regulatory restrictions. We continue to maintain significant
levels of aggregate excess statutory capital and surplus in our state-regulated operating subsidiaries. Cash at the parent company was $319.2 million at
March 31, 2022.
We may incur operating losses in the future due to the investments we intend to continue to make in expanding our operations and sales and marketing and
due to the general and administrative costs we expect to incur in connection with continuing to operate as a public company. As a result, we may require
additional capital resources to execute strategic initiatives to grow our business.
We believe that our liquid assets, together with anticipated revenues from our operations, will be sufficient to fund our operating and organic capital needs
for at least the next 12 months. Our assessment of the period of time through which our financial resources will be adequate to support our operations is a
forward-looking statement and involves risks and uncertainties. Our actual results could vary because of, and our future capital requirements will depend
on, many factors, including our growth rate, the timing and extent of spending to expand our presence in existing markets, expand into new markets and
increase our sales and marketing activities. We may in the future enter into arrangements to acquire or invest in complementary businesses, services and
technologies, including intellectual property rights. We have based this estimate on assumptions that may prove to be wrong, and we could use our
available capital resources sooner than we currently expect. We may be required to seek additional equity or debt financing. In the event that additional
financing is required from outside sources, we may not be able to raise it on terms acceptable to us or at all. If we are unable to raise additional capital
when desired, or if we cannot expand our operations or otherwise capitalize on our business opportunities because we lack sufficient capital, our business,
results of operations, and financial condition would be adversely affected
Certain states in which we operate as a CMS-licensed Medicare Advantage company may require us to meet certain capital adequacy performance
standards and tests. The National Association of Insurance Commissioners has adopted rules which, if implemented by the states, set minimum
capitalization requirements for insurance companies, HMOs, and other entities bearing risk for healthcare coverage. The requirements take the form of riskbased capital (“RBC”) rules, which may vary from state to state. Certain states in which our health plans or risk bearing entities operate have adopted the
RBC rules. Other states in which our health plans or risk bearing entities operate have chosen not to adopt the RBC rules, but instead have designed and
implemented their own rules regarding capital adequacy. Our health plans or risk-bearing entities were in compliance with the minimum capital
requirements for all periods presented.
Term Loan
On August 21, 2018, we entered into a term loan agreement (the "Term Loan") with CRG for $80.0 million, with an option to borrow up to an additional
$20.0 million. In April 2019, we amended the Term Loan to increase its borrowing capacity by $75.0 million and drew down $35.0 million in May 2019.
The Term Loan was subject to a commitment fee of $6.8 million and we incurred debt issuance costs of $3.6 million. The Term Loan matures in June 2023,
at which time the full balance of the Term Loan, including the commitment fee and the payment-in-kind balance, will be due.
The commitment fees are deferred as part of debt issuance costs and are amortized to interest expense over the term using the effective interest method. The
debt issuance costs are being amortized to interest expense over the term using the effective interest method.
The Term Loan bears interest at a rate of 10.25% payable on a quarterly basis. We have the option to pay a portion of the interest in cash with the remaining
portion of the interest added to the principal balance as a payment-in-kind. The payment-in-kind is also subject to a commitment fee of 5%. The cash and
payment-in-kind interest rates were 7.75% and 2.50%, respectively, through April 2019, and then converted to 7.50% and 2.75%, respectively. In 2022 and
2021, we utilized our option to pay the quarterly interest payments in both cash and payment-in-kind. Our total long-term debt balance of $155.2 million as
of March 31, 2022 included the principal balance of $135.0 million, the initial commitment fee of $6.8 million, and the payment-in-kind interest on the
principal balance of $13.1 million. The payment-in-kind interest on the principal balance is also subject to the commitment fee of $0.3 million for the three
months ended March 31, 2022. The amount was included in the long-term debt balance.
28

In addition, the Term Loan includes financial covenants regarding the maintenance of minimum liquidity of $6.0 million of operating cash, as defined, on a
consolidated basis, at least $10.0 million in its cash accounts on a daily basis and minimum consolidated revenue amounts in the calendar years through
2022. As of March 31, 2022, we were in compliance with the financial covenants. The Term Loan is guaranteed by certain of our wholly owned
subsidiaries and collateralized by all unrestricted assets.
Cash Flows
The following table presents a summary of our consolidated cash flows from operating, investing and financing activities for the periods indicated:
Three Months Ended March 31,
2022
2021

(dollars in thousands)

Net cash used in operating activities
Net cash used in investing activities
Net cash provided by financing activities
Net change in cash
Cash and restricted cash at beginning of period
Cash and restricted cash at end of period

$

$

(11,638 )
(6,127 )
—
(17,765 )
468,350
450,585

$

$

(38,107 )
(4,446 )
363,659
321,106
207,811
528,917

Operating Activities
For the three months ended March 31, 2022, net cash used in operating activities was $11.6 million, a decrease of $26.5 million compared to net cash used
in operating activities of $38.1 million for the three months ended March 31, 2021. The decrease is mainly attributable to the decrease in net loss for the
three months ended March 31, 2022 as compared to the three months ended March 31, 2021.
Investing Activities
For the three months ended March 31, 2022, net cash used in investing activities was $6.1 million, an increase of $1.7 million compared to net cash used in
investing activities of $4.4 million for the three months ended March 31, 2021. The increase primarily relates to incremental capital expenditures related to
information technology and infrastructure projects and asset acquisition.
Financing Activities
For the three months ended March 31, 2022, net cash provided by financing activities was $0.0 million, a decrease of $363.7 million compared to net cash
provided by financing activities of $363.7 million for the three months ended March 31, 2021. The decrease primarily relates to proceeds from the IPO in
the first quarter of 2021.
Material cash requirements from known contractual and other obligations
There have been no material changes to our contractual obligations disclosed in our Annual Report.
Off-Balance Sheet Arrangements
We did not have any off-balance sheet arrangements as of March 31, 2022.
Critical Accounting Policies
The discussion and analysis of our financial condition and results of operations are based upon our condensed consolidated financial statements, which
have been prepared in accordance with U.S. generally accepted accounting principles and include the accounts of our wholly-owned subsidiaries and three
variable interest entities (“VIEs”) in California and North Carolina that meet the consolidation requirements for accounting purposes. All intercompany
transactions have been eliminated in consolidation. Noncontrolling interest is presented within the equity section of the condensed consolidated balance
sheets.
There have been no significant changes in our critical accounting estimate policies or methodologies to our condensed consolidated financial statements.
For a description of our policies regarding our critical accounting policies, see "Management's Discussion and Analysis of Financial Condition and Results
of Operations - Critical Accounting Policies" in the Annual Report.
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Recent Accounting Pronouncements
See Note 2 to our condensed consolidated financial statements “Summary of Significant Accounting Policies—Recent Accounting Pronouncements
Adopted” for more information.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.
Market risk represents the risk of loss that may impact our financial position due to adverse changes in financial market prices and rates. Our market risk
exposure is primarily a result of exposure due to potential changes in inflation. We do not hold financial instruments for trading purposes.
Inflation Risk
Based on our analysis of the periods presented, we believe that inflation has not had a material effect on our operating results. There can be no assurance
that future inflation will not have an adverse impact on our operating results and financial condition.
Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures:
Under the supervision and with the participation of our management, including the Chief Executive Officer and Chief Financial Officer, we have evaluated
the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), as of the end of the period covered by this report. Based on that evaluation, the Chief Executive Officer and Chief
Financial Officer have concluded that these disclosure controls and procedures were effective as of March 31, 2022.
Changes to our Internal Controls over Financial Reporting:
There were no material changes in our internal control over financial reporting during the three months ended March 31, 2022 that have materially affected,
or are reasonably likely to materially affect, our internal control over financial reporting. As a result of the COVID-19 pandemic, certain employees began
working remotely in March 2020. We have not identified any material changes in our internal control over financial reporting as a result of these changes to
the working environment, in part because our internal control over financial reporting was designed to operate in a remote working environment. We are
continually monitoring and assessing the COVID-19 situation to determine any potential impact on the design and operating effectiveness of our internal
controls over financial reporting.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings.
See Note 12, Commitments and Contingencies – Legal Proceedings, to Alignment Healthcare, Inc.'s Condensed Consolidated Financial Statements in Part
I, Item 1 of this Quarterly Report.
Item 1A. Risk Factors.
Except as set forth below, there have been no material changes to the risk factors disclosed in the Annual Report.
Our business, financial condition and results of operations may be materially adversely affected by any negative impact on the global economy and
capital markets resulting from the conflict in Ukraine or any other geopolitical tensions.
We are currently operating our business in a period of economic uncertainty and capital markets disruption, which has been significantly impacted by
geopolitical instability due to the ongoing military conflict between Russia and Ukraine. Although the length and impact of the ongoing military conflict is
highly unpredictable, the conflict in Ukraine could impact the global economy, trigger further geopolitical tensions or conflicts, and lead to market
disruptions, including significant volatility in commodity prices and credit and capital markets, as well as supply chain interruptions. Among other things,
the conflict could impact us in the following ways:
•

the conflict could contribute, directly or indirectly, to inflation or an economic downturn, which could result in budget deficits at federal,
state and local government levels and a reduction in spending for health and human service programs, including Medicare and similar
programs, which represents the most significant revenue source for us;

•

as an indirect result of the conflict, we may be faced with an increased risk of security breaches of our information technology networks and
systems infrastructure, including electronic break-ins, computer viruses, ransomware, attacks by hackers and other malicious actors and
similar breaches;

•

disruptions caused by the Russia-Ukraine conflict or other geopolitical conflicts could impact our ability to pursue our growth strategy,
including through disruptions to our supply chain; and

•

volatility in the global capital markets as well as other global economic consequences of the conflict could adversely affect our ability to raise
capital on acceptable terms.

We are continuing to monitor the situation in Ukraine and assessing its potential impact on our business. If any of the foregoing risks were to occur, they
could have a material adverse impact on our business, financial condition and results of operations.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Unregistered Sales of Equity Securities
There were no unregistered sales of equity securities during the three-months ended March 31, 2022.
Use of Proceeds
On March 25, 2021, the Company’s Registration Statement on Form S-1 (SEC File No. 333-253824) for the initial public offering of 27,200,000 shares of
common stock was declared effective by the Securities and Exchange Commission. The Company’s common stock began trading on March 26, 2021 on
Nasdaq under the ticker symbol “ALHC.” The IPO closed on March 30, 2021, with the Company selling 21,700,000 shares of common stock and certain
selling stockholders selling 5,500,000 shares of common stock, in each case at a price to the public of $18.00 per share. On Tuesday, April 6, 2021,
pursuant to a partial exercise of the underwriters’ over-allotment option, certain selling stockholders sold an additional 3,314,216 shares of common stock
at the IPO price. In the aggregate, the IPO generated approximately $361.6 million in net proceeds for the Company, which amount is net of approximately
$24.4 million in underwriters’ discounts and commissions and offering costs of approximately $4.6 million. The IPO commenced on March 25, 2021 and
terminated upon the partial exercise of the underwriters’ over-allotment options as described above. The representatives of the several underwriters of the
IPO were Goldman Sachs & Co. LLC and Morgan Stanley & Co. LLC.
There has been no material change in the use of proceeds described in the IPO prospectus filed with the SEC on March 29, 2021. We may also use a
portion of our net proceeds to acquire or invest in complementary businesses, products, services or technologies.
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Item 3. Defaults Upon Senior Securities.
None.
Item 4. Mine Safety Disclosures.
Not applicable.
Item 5. Other Information.
None.
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Item 6. Exhibits.

3.1

Exhibit
Number

3.2
4.1
10.1+*
31.1*
31.2*
32.1**
32.2**
101.INS*
101.SCH*
101.CAL*
101.DEF*
101.LAB*
101.PRE*
104*
*

Description

Amended and Restated Certificate of Incorporation of Alignment Healthcare, Inc. (incorporated by reference to Exhibit 3.1 to the
Company’s Form 8-K filed on March 30, 2021).
Amended and Restated Bylaws of Alignment Healthcare, Inc. (incorporated by reference to Exhibit 3.2 to the Company’s Form 8-K filed
on March 30, 2021).
Registration Rights Agreement, dated as of March 30, 2021, among Alignment Healthcare, Inc. and the other signatories party thereto
(incorporated by reference to Exhibit 4.1 to the Company’s Form 8-K filed on March 30, 2021).
Confidential Separation Agreement and General Release
Certification of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as
Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as
Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002.
Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the SarbanesOxley Act of 2002.
Inline XBRL Instance Document – the instance document does not appear in the Interactive Data File because XBRL tags are embedded
within the Inline XBRL document.
Inline XBRL Taxonomy Extension Schema Document
Inline XBRL Taxonomy Extension Calculation Linkbase Document
Inline XBRL Taxonomy Extension Definition Linkbase Document
Inline XBRL Taxonomy Extension Label Linkbase Document
Inline XBRL Taxonomy Extension Presentation Linkbase Document
Cover Page Interactive Data File (embedded within the Inline XBRL document)

Filed herewith.

** Furnished herewith
+

Indicates management contract or compensatory plan.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
Alignment Healthcare, Inc.
Date: May 5, 2022

By:

/s/ John Kao
John Kao
President and Chief Executive Officer

Date: May 5, 2022

By:

/s/ Thomas Freeman
Thomas Freeman
Chief Financial Officer
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Exhibit 10.1
CONFIDENTIAL SEPARATION AGREEMENT AND GENERAL RELEASE
This Confidential Separation Agreement and General Release (“Agreement”), dated March 23, 2022 (the “Execution Date”), is made
by and between Rajesh Shrestha (“Employee”), on the one hand, and Alignment Healthcare USA, LLC (“Alignment” or the “Company”),
on the other hand. The parties to this Agreement may be referred to singularly as a “Party” or collectively as the “Parties.”
RECITALS
A.
Alignment and Employee are parties to that certain Amended & Restated Employment Agreement, effective March 26,
2021 (the “EA”). Capitalized terms used but not defined herein shall have the meaning set forth in the EA;
B.
The Parties desire to enter into this Agreement to effectuate Employee’s separation from Alignment and termination of
Employee’s employment with Alignment; and
C.
forth herein.

In furtherance thereof, the Parties desire to provide for certain separation payments and a general release of claims, as set

NOW, THEREFORE, in consideration of the Recitals above and other good and valuable consideration, the receipt and sufficiency
of which is hereby acknowledged, the Parties agree as follows:
AGREEMENT
1.

Termination Date. Employee’s employment with Alignment is hereby terminated by mutual agreement under Section 7(c)
of the EA, effective on April 1, 2022 (the “Effective Date”). As of the Effective Date, the EA is hereby terminated,
except for any covenants or other obligations of Employee which survive by their terms (including, without limitation, the
provisions set forth in Sections 10 through 17).

2.

Termination and Separation Payment.
a.

In consideration of and in return for the promises and covenants undertaken by the Employee and the general
release herein, and when the Effective Date has occurred (and provided Employee reaffirms this Agreement, as
set forth below, on the Effective Date), the Company shall provide to or for the Employee the following
separation package (“Separation Package”).
i. Alignment Healthcare, Inc. (the “Parent”) shall provide for the vesting of the Accelerated RSUs (as
defined below).
ii. The Company shall pay Employee the Bonus for the 2021 calendar year performance period pursuant
to Section 4(b) of the EA, based upon the achievement of performance goals established for the
Employee by the Board or compensation committee of the Board, in its discretion, which bonus shall
be in the aggregate of amount of $504,846 (the “Aggregate Bonus Amount”), subject to the STARs
Adjustment (defined below). The Aggregate Bonus Amount will be paid in two installments: (i) the
first installment payment of $403,877 (the “First Bonus Payment”) and (ii) the second installment
payment set forth below (the “Second Bonus Payment”), which consists of the remaining Bonus
amount as adjusted for a performance goal based on the aggregate STAR rating received by the health
plans maintained by the Company and its affiliates for the 2022 plan year (the “STARs Adjustment”).
The amount of the Second Bonus Payment, as adjusted pursuant to the STARs Adjustment, shall be the
amount set forth opposite the STAR rating received by the Company:
STAR Rating Second Bonus Payment

3.5 STARs

$0

4.0 STARs

$126,212

4.5 STARs

$201,939

5.0 STARs

$353,393

Employee shall receive the First Bonus Payment with respect to the 2021 calendar year performance
period on the Effective Date and shall receive the Second Bonus Payment on or about the same date
that other senior executives of the Company receive the Second Bonus Payment.
iii.Employee acknowledges and agrees that as of the Effective Date, except for the Bonus payments
described in Section 2(a)(ii) above, the Company will have paid Employee all wages earned, and no
additional compensation or benefit is due to Employee as of the Effective Date.
iv.If the Employee elects COBRA benefits, the Company shall pay the Employee’s share of the premium
for such COBRA benefits for an eleven (11) month period beginning May 1, 2022, unless the
Employee sooner becomes eligible to receive health benefits through new employment; it being
understood that (x) the Employee is required to notify the Company immediately if Employee begins
new employment during such period and to repay promptly any excess benefits contributions made by
the Company; and (y) after the Company’s payment or reimbursement obligation ends, the Employee
may continue benefits coverage for the remainder of the COBRA period, if any, provided Employee
pays the full cost of such continuation of coverage. Employee shall receive additional information
regarding COBRA under separate cover, and Employee shall be solely responsible for electing COBRA
coverage, if any, by properly returning the COBRA election form.
b.

On March 25, 2021, pursuant to award agreements with the Parent, Employee was granted (i) 617,284 options to
acquire shares of common stock in the Parent (the “Options”) and (ii) 184,444 restricted stock units of Parent
(the “RSUs”). It is acknowledged and agreed that as of the Effective Date, 154,321 Options have become
exercisable and 46,111 RSUs have become earned and payable pursuant to the terms of the applicable award
agreement (collectively, the “Vested Securities”). Additionally, Parent hereby agrees that, as of the Effective
Date, it shall cause the acceleration of vesting of a number of RSUs equal to (i) $550,000, divided by (ii) the per
share closing price of Parent’s common stock on the Nasdaq Stock Market on the trading day immediately prior
to the Effective Date (the “Accelerated RSUs”). Other than the Vested Securities and the Accelerated RSUs,
(A) Employee acknowledges and agrees that all of the remaining Options and RSUs shall be cancelled in their
entirety as of the Effective Date without payment and (B) Employee further acknowledges and agrees that he has
no rights to any additional or other equity or equity-based compensation (including Options and RSUs).

c.

Notwithstanding anything in the EA to the contrary, the Company agrees that Employee shall not be required to
repay any portion of the Sign-On Bonus or the Relocation Bonus.

d.

All payments under this Agreement (which includes, without limitation, the Accelerated RSUs) may be reduced
by applicable taxes and withholdings. For the avoidance of doubt, Employee agrees that there shall be a
withholding or sale of a sufficient number of shares upon settlement of the Accelerated RSUs to cover any
applicable tax or withholding obligations. Employee shall be exclusively responsible for any tax consequences
arising from the Separation Package; Employee agrees to fully defend and indemnify the Company from and
against any tax-related claim stemming from Employee’s receipt of the Separation Package.

3.

General Release of Claims by Employee. In consideration of and in return for the promises and covenants undertaken
herein, and for other good and valuable consideration, receipt of which is hereby acknowledged, Employee, and anyone
and any entity claiming through Employee, including, but not limited to, Employee’s heirs, administrators, successors in
interest, assigns, and agents, and each and all of them, hereby releases, relieves, and forever discharges the Company, and
each of its past, present and future employees, officers, directors, members, agents, trustees, administrators,
representatives, owners, shareholders, partners, insurers, fiduciaries, attorneys, vendors, customers, clients, patients,
subsidiaries, parent companies, affiliates (including, without limitation, Alignment Healthcare Partners, LP and Parent),
related entities, assigns, predecessors and successors in interest, and each and all of them (collectively, the “Releasees”),
of and from any and all claims, rights, actions, causes of action, complaints, demands, obligations, promises, contracts,
controversies, debts, expenses, damages, injuries, losses, liens, costs, attorneys’ fees, interest, judgments, and liabilities of
any nature whatsoever, whether or not now known, suspected or unsuspected, matured or unmatured, fixed or contingent
(collectively, the “Claims” and each a “Claim”), which Employee, and anyone and any entity claiming through
Employee, including, but not limited to, Employee’s heirs, administrators, successors in interest, assigns, and agents, and
each and all of them, ever had, now has, or may claim to have from the beginning of time to the moment Employee signs
this Agreement, against the Releasees (whether directly or indirectly), or any of them, including, without limiting the
generality of the foregoing, any and all Claims arising out of, connected with, or relating to: (1) Employee’s relationship
and/or employment with the Company (and any of the Releasees) or the cessation of that relationship and/or employment;
(2) any act or omission by or on the part of the Releasees, or any of them, up to and including the date Employee signs this
Agreement; (3) any federal, state or local law prohibiting discrimination, harassment, or retaliation of any kind, whether
such claim is based upon an action filed by Employee or by a governmental agency; (4) any alleged statutory (federal or
state) violation, including, without limitation, the California Labor Code, applicable California Wage Order, California
Civil Code, Fair Employment and Housing Act, Americans with Disabilities Act, Family and Medical Leave Act,
California Family Rights Act, California Business and Professions Code, Fair Labor Standards Act, or Consolidated
Omnibus Budget Reconciliation Act (COBRA), as amended; (5) assault, battery, breach of any express or implied
employment contract or agreement, wrongful discharge, breach of the implied covenant of good faith and fair dealing,
intentional or negligent infliction of emotional distress, fraud, intentional or negligent misrepresentation, defamation, or
interference with prospective economic advantage or contractual relations, or any other tort or violation of common law;
(6) any state, federal or local law regulating compensation, salaries, equity, wages, hours, bonuses, commissions, overtime,
benefits, monies, pay, allowances, benefits, sick pay, severance pay, retention pay or benefits, paid leave benefits, vacation
pay, penalties, interest, or damages; and (7) any claim for attorneys’ fees, costs, or expenses; provided, however, that the
foregoing does not purport to release any Claims that may not be released as a matter of law. Employee further agrees to
waive Employee’s right to any monetary or equitable recovery in connection with any federal, state, or local
administrative agency’s investigation into any claims arising out of or related to Employee’s employment with and/or
separation from employment with the Company, to the extent permitted by law. Notwithstanding the foregoing, this
release does not release any claims which may not be released as a matter of law.

4.

Release of Unknown Claims and Civil Code Section 1542 Waiver. Employee understands that the foregoing release of
claims is intended to be comprehensive in scope and to cover claims that Employee knows about and those Employee may
not foresee or know about, in connection with the matters released. Therefore, Employee waives and relinquishes all
rights and benefits Employee has under Section 1542 of the California Civil Code, or any similar statute or provision of
any other state, which reads as follows:
“A general release does not extend to claims that the creditor or releasing party does not know
or suspect to exist in his or her favor at the time of executing the release, and that if known by
him or her would have materially affected his or her settlement with the debtor or related
party.”
This Agreement extends to all claims or causes of action, of every nature and kind whatsoever, known or unknown,
enumerated in this Agreement or otherwise. Employee may hereafter discover presently unknown facts or claims different
from or in addition to those that Employee now knows as to the matters

released herein. Nevertheless, it is Employees’ intention, through this Agreement, to fully release all such matters and all
claims related thereto, which do now exist, may exist or heretofore have existed.
5.

Covenant Not to Sue. Employee has not and will not directly or indirectly institute any legal action against the Releasees,
or any of them, based upon, arising out of, or relating to any Claims released herein. Employee has not and will not
directly or indirectly encourage and/or solicit any third party to institute any legal action against the Releasees, or any of
them.

6.

Right to Consult Legal Counsel. Company hereby advises Employee to seek the advice of legal counsel of Employee’s
choosing prior to signing this Agreement, and by signing this Agreement and the general release herein, Employee affirms
that Employee fully understands Employee’s right to seek the advice of legal counsel.

7.

No Admissions. The Company expressly denies any violation of any federal, state or local statute, ordinance, rule,
regulation, policy, order, or other law. The Company also expressly denies any liability to Employee. This Agreement is
the compromise of disputed claims and nothing contained herein is to be construed as an admission of liability on the part
of anyone hereby released, or any of them, by whom liability is expressly denied. Moreover, neither this Agreement nor
anything in it shall be construed to be or shall be admissible in any proceeding as evidence of an admission by anyone
hereby released of any violation of any federal, state or local statute, ordinance, rule, regulation, policy, order, or other law.
This Agreement may be introduced, however, in any proceeding to enforce the Agreement.

8.

Good Faith Dispute. There is a good faith dispute between the Parties as to whether Employee is owed any additional
payments, including but not limited to wages, commissions, bonuses, PTO, vacation, sick leave, holidays,
reimbursements, benefits, and/or penalties, except for the Separation Package expressly set forth above in Section 2, and
Employee is willing to compromise and resolve all such claims by accepting the Separation Package under the terms of
this Agreement.

9.

Confidentiality. Employee acknowledges and warrants that Employee has not disclosed to anyone (other than Employee’s
attorneys) any of the terms of this Agreement. Employee agrees to maintain in strict confidence and not to disclose any of
the terms of this Agreement to any third party without the prior written consent of the Company, except (i) as required by
applicable law or order of a court, provided that the Company is given written notice thereof as soon as practicable, and
provided further that Employee cooperates fully with the Company in connection with any request for a protective order,
and only such information is disclosed as is legally required to be disclosed; and (ii) on an as-needed and confidential
basis to Employee’s accountant, spouse or attorney, so long as any such person is instructed to abide by this confidentiality
provision. Notwithstanding the above, Employee may disclose the fact of this Agreement, the Execution and Effective
Date, and any terms of the Agreement which relate to Employee’s obligations under this Agreement, including any
restrictive covenants, to a potential employer upon request. This paragraph does not prohibit statements that are required
or compelled by law or court order, or necessary to enforce this Agreement. Nothing in this provision or Agreement
prevents Employee from discussing or disclosing information about unlawful acts in the workplace, such as harassment or
discrimination or any other conduct that Employee has reason to believe is unlawful.

10. Covenant Not to Publicize Information. Employee and Company agree that, if asked about Employee’s departure from the
Company, both Employee and Company shall state, in sum and substance, that Employee’s separation from the Company
was mutually agreed-upon and nothing more. With respect to any Company-wide announcements, the Company will
discuss with Employee the content of such announcements and will give Employee the opportunity to provide feedback,
which the Company will consider in good faith. Both Employee and Company agree not to make any public
announcements regarding Employee’s departure except as otherwise required by law, including, without limitation,
pursuant to Company’s disclosure obligations under federal securities laws. Without limitation of the foregoing,
Employee acknowledges and understands that Parent will file with the U.S. Securities and Exchange Commission a
Current Report on Form 8-K disclosing Employee’s termination, the date thereof, and the material terms and conditions of
this Agreement, including the amounts payable to Employee hereunder. The Parties agree that the Form 8-K will state that
the termination of Employee’s employment was mutually agreed upon.

11. Transition Support. The Company agrees that it will provide reasonable and customary support to Employee with respect
to his transition to new employment, including through letters of reference or recommendations, as reasonably necessary;
provided, however, Employee acknowledges that the Company cannot guarantee that Employee will secure his desired
employment.
12. Return of Company Property; Confidential Information; Continuing Covenants.
a.

Employee agrees he has returned all keys and other means of access to the property of the Releasees, or any of
them, as well as all other personal property, equipment and credit cards, and that he has returned or destroyed all
records and documents in Employee’s possession or under Employee’s control. Employee covenants that should
Employee at any future time discover additional items of property belonging to the Releasees, or any of them,
Employee will promptly return or destroy, as applicable, such property to the Company. The term “personal
property” includes, without limitation, all office equipment, laptop computers, cell phones, books, manuals,
records, reports, notes, contracts, requests for proposals, bids, lists, blueprints, and other documents, or materials,
or copies thereof (including computer files), and all other proprietary and non-proprietary information relating to
the business of the Company.

b.

Employee shall not make or ratify, in any form, any false or disparaging comments or statements about the
Releasees, or any of them. The Company shall direct its executive officers not to make any false or disparaging
comments or statements about Employee. Employee also agrees to preserve in confidence and not disclose,
either directly or indirectly, any confidential, proprietary, private, personal, or trade secret information relating to
the Releasees, or any of them.

c.

Employee agrees to abide by the terms of any and all cooperation, confidentiality and/or non-disclosure and/or
privacy and/or non-disparagement and/or restrictive covenants Employee made as part of Employee’s
employment with the Company, including but not limited to those set forth in the EA, which are incorporated
herein by reference and which shall survive the separation of Employee’s employment.

d.

This paragraph does not prohibit statements that are required or compelled by law or court order, or necessary to
enforce this Agreement. Nothing in this provision or Agreement prevents Employee from discussing or
disclosing information about unlawful acts in the workplace, such as harassment or discrimination or any other
conduct that Employee has reason to believe is unlawful.

13. Protected Rights. Employee acknowledges that during the course of his employment with the Company, he was privy to
confidential and/or privileged information of and important to the Company and known to Employee only by virtue of his
employment with the Company. Employee further agrees that Employee will not, for any reason, disclose to others or use
for the benefit of anyone other than the Releasees any confidential, proprietary, sensitive, financial, private, personal,
family or trade secret information of the Company or the Releasees, or any of them. The use of confidential, proprietary,
sensitive, financial, private, personal, or trade secret information of the Company or the Releasees, or any of them, shall be
a material breach of this Agreement. Notwithstanding anything contained herein or in any other confidentiality provision
to which Employee may be or may have been subject as a result of Employee’s employment with the Company, nothing
shall prohibit Employee from communicating with government authorities concerning any possible legal violations. The
Company nonetheless asserts and does not waive its attorney-client privilege over any information appropriately protected
by the privilege. Employee is advised that pursuant to the Defend Trade Secrets Act an individual shall not be held
criminally or civilly liable under any federal or state trade secret law for the disclosure of a trade secret that (a) is made (i)
in confidence to a federal, state, or local government official, either directly or indirectly, or to an attorney; and (ii) solely
for the purpose of reporting or investigating a suspected violation of law; or (b) is made in a complaint or other document
filed in a lawsuit or other proceeding, if such filing is made under seal. However, Employee understands that in the event
that disclosure of the Company’s trade secrets was not done in good faith pursuant to the above, Employee will be subject
to substantial damages, including punitive damages and attorneys’ fees.

14. Arbitration of Disputes Arising under This Agreement. The Parties hereby agree to submit any claim or dispute arising
out of the terms of this Agreement, or in any way relating to its subject matter, to private and confidential arbitration by a
single neutral arbitrator with the American Arbitration Association (“AAA”). The then-current AAA Employment
Arbitration Rules will also govern the procedure for the arbitration proceedings between the Parties, which shall take place
in Orange County, California. The arbitrator in this matter shall not have the power to modify any of the provisions of this
Agreement. The decision of the arbitrator shall be final and binding on all Parties to this Agreement, and judgment
thereon may be entered in any court having jurisdiction. The Parties shall split the arbitrator’s fee, and the prevailing party
in any dispute related to this Agreement shall be entitled to recover all expenses incurred, specifically including but not
limited to attorneys’ fees, expert witness fees, and costs. THE PARTIES HEREBY WAIVE ANY RIGHT TO A JURY
TRIAL ON ANY DISPUTE OR CLAIM COVERED BY THIS SECTION.
15. No Assignment of Claims. Employee represents and warrants that Employee has not, directly or indirectly, heretofore
assigned or transferred or purported to assign or transfer to any person or entity any Claim or any other matter herein
released. Employee agrees to indemnify and hold the Releasees, and each of them, harmless against any Claim, including
attorneys’ fees actually paid or incurred, arising out of or in any way connected with any such transfer or assignment or
any such purported or claimed transfer or assignment.
16. Remedies and Injunctive Relief. In the event of a breach or threatened breach by Employee of any provision of this
Agreement, Employee hereby consents and agrees that money damages would not afford an adequate remedy and that the
Company shall be entitled to seek a temporary or permanent injunction or other equitable relief against such breach or
threatened breach from any court of competent jurisdiction, without the necessity of showing any actual damages, and
without the necessity of posting any bond or other security. Any equitable relief shall be in addition to, not in lieu of, legal
remedies, monetary damages, or other available relief. In the event Employee materially breaches any of the terms of this
Agreement or continuing obligations contained in it or the EA, the Company may, in addition to any other available
remedies, seek to reclaim any amounts paid to Employee under the provisions of this Agreement and may terminate any
benefits or payments that are later due under this Agreement, without waiving the releases provided in it.
17. No Waiver. Failure by the Company to insist on compliance with any term, covenant or condition contained in this
Agreement shall not be deemed a waiver of that term, covenant or condition, nor shall any waiver or relinquishment by the
Company of any right or power contained in this Agreement at any time be deemed a waiver or relinquishment of any
such right or power at any other time.
18. Construction and Severability. This Agreement and the provisions contained herein shall not be construed or interpreted
for or against any Party hereto because that Party drafted or caused that Party’s counsel to draft any of its provisions. In
the event that any provision of this Agreement is held to be void, null or unenforceable, the remaining portions will remain
in full force and effect. Any uncertainty or ambiguity in this Agreement will not be construed for or against the drafter of
the Agreement.
19. No Revival of Claims. This Agreement irrevocably and forever extinguishes all of the claims listed herein and such
claims cannot be revived in any way, including but not limited to, by any alleged breach of this Agreement by any of the
Parties.
20. Binding on Successors. This Agreement shall be binding upon, inure to the benefit of, and be enforceable by the Parties
and each of their respective representatives, heirs, assigns, and successors.
21. Choice of Law. This Agreement shall be construed in accordance with, and be deemed governed by, the laws of the State
of California.
22. Entire Understanding. The undersigned each acknowledge and represent that no promise or representation not contained
in this Agreement has been made to them and acknowledge and represent that this Agreement contains the entire
understanding between the Parties and contains all terms and conditions pertaining to the compromise and settlement of
the subjects referenced herein. The

undersigned further acknowledge that the terms of this Agreement are contractual and not a mere recital. Any
modification to this Agreement must be in writing and signed by all Parties.
23. Counterparts. This Agreement may be executed in counterparts, and when each Party has signed and delivered at least
one such counterpart, each counterpart shall be deemed an original, and, when taken together with other signed
counterparts, shall constitute one Agreement, which shall be binding upon and effective as to all Parties.
24. Review of Agreement. The Parties hereto acknowledge each has carefully read this Agreement, that each fully
understands their rights, privileges, and duties under the Agreement, and that each enters this Agreement freely and
voluntarily. Each Party further acknowledges each has had the opportunity to consult with an attorney of their choice to
explain the terms of this Agreement.
25. Authorized Signatories. The undersigned Parties hereby warrant that they are legally authorized and entitled to enter into
this Agreement and to be bound by it.
[Signature Page Follows]

Dated: March 16, 2022

Dated: March 23, 2022

/s/ Rajesh Shrestha

Rajesh Shrestha

ALIGNMENT HEALTHCARE USA, LLC

/s/ John Kao
By: John Kao
Its: Chief Executive Officer

Dated: March 23, 2022

Solely for purposes of Section 2(b):
ALIGNMENT HEALTHCARE, INC.

/s/ John Kao
By: John Kao
Its: Chief Executive Officer

REAFFIRMATION
I hereby reaffirm this Agreement, including but not limited to the foregoing releases set forth in Sections 3-5 above.

Dated: April 1, 2022

/s/ Rajesh Shrestha

Rajesh Shrestha

[SIGNATURE PAGE TO SEPARATION AGREEMENT]

Exhibit 31.1
CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, John Kao, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Alignment Healthcare, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(c)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: May 5, 2022

By:

/s/ John Kao
John Kao
President and Chief Executive Officer

Exhibit 31.2
CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Thomas Freeman, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Alignment Healthcare, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(c)

Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: May 5, 2022

By:

/s/ Thomas Freeman
Thomas Freeman
Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Alignment Healthcare, Inc. (the “Company”) on Form 10-Q for the period ending March 31, 2022 as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, John Kao, Chief Executive Officer of the Company, hereby certify,
pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: May 5, 2022

By:

/s/ John Kao
John Kao
President and Chief Executive Officer

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Alignment Healthcare, Inc. (the “Company”) on Form 10-Q for the period ending March 31, 2022 as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Thomas Freeman, Chief Financial Officer of the Company, hereby
certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:
(1)

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: May 5, 2022

By:

/s/ Thomas Freeman
Thomas Freeman
Chief Financial Officer

