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Independent Auditor’s Report

Board of Directors
Care Wisconsin First, Inc.
Madison, Wisconsin

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Care Wisconsin First, Inc. and Affiliate,
which comprise the consolidated balance sheets as of December 31, 2016 and 2015, and the related consolidated
statements of operations and changes in net assets and cash flows for the years then ended and the related notes
to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally accepted in the United States; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States, and the Department of Health Services Audit Guide, 2017 Revision, issued by the
Wisconsin Department of Health Services. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud

or error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Care Wisconsin First, Inc. and Affiliate as of December 31, 2016 and 2015, and the results of
their operations, changes in their net assets, and their cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States.




WIPFLI.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 25, 2017, on our
consideration of Care Wisconsin First, Inc. and Affiliate’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the resuits of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and the Department of Health Services Audit Guide, 2017 Revision, issued by the Wisconsin
Department of Health Services in considering Care Wisconsin First, Inc. and Affiliate’s internal control over
financial reporting and compliance.

Wipfli LLP .
Milwaukee, Wisconsin

April 25, 2017




Care Wisconsin First, Inc. and Affiliate

Consolidated Balance Sheets

December 31,

2016 2015

Assets
Current assets:
Cash and cash equivalents
Health care receivables - Net
Investments
Prepaid expenses and other
Deferred income taxes

$ 68,446,465 S 57,046,028

4,223,097 4,829,293
16,712,950 15,593,028
788,029 687,494

- 14,000

Total current assets

90,170,541 78,169,843

Assets limited as to use 4,489,074 3,554,746
Deferred compensatipn plan assets 495,049 387,752
Property and equipment - Net 3,309,185 3,429,736
Other assets 62,463 61,463
TOTAL ASSETS $ 98,526,312 S 85,603,540

Liabilities and Net Assets

Current liabilities:

Accounts payable

Income tax payable

Accrued member services

Accrued salaries and benefits

Unearned revenue

Deferred income taxes

$ 3,914,092 § 2,006,724

61,212 80,000
38,869,977 35,369,605
2,800,175 2,074,880
53,048 64,652
7,000 -

Total current liabilities

45,705,504 39,595,861

Long-term liabilities:

Deferred compensation plan liability 382,402 306,351
Deferred rent 548,419 376,557
Total long-term liabilities 930,821 682,908

Total liabilities

46,636,325 40,278,769

Net assets - Unrestricted

51,889,987 45,324,771

TOTAL LIABILITIES AND NET ASSETS

$ 98,526,312 $ 85,603,540

See accompanying notes to consolidated financial statements.




Care Wisconsin First, Inc. and Affiliate
Consolidated Statements of Operations and Changes in Net Assets

Years Ended December 31,

2016 2015
Revenue:
Medicaid premiums $ 318,362,333  $ 262,394,807
Medicare premiums 31,649,644 31,299,373
Medicare Part D 10,238,959 10,458,305
Member cost share 9,987,317 7,331,125
Room and board 24,441,547 20,921,968
Spend down - 1,017,988
Other third-party payor 59,526 -
Investment income 915,656 57,163
Other revenue, gains, and losses - Net 745,801 406,773
Total revenue 396,400,783 333,887,502
Expenses:
Member services:
Long-term care 290,027,937 238,808,308
Acute and primary care 44,585,149 41,805,121
Total member services 334,613,086 280,613,429
Care management services 36,507,671 - 31,734,323
Supporting services - Administrative 18,053,239 16,043,149
Premium deficiency reserve - (5,241,342)
Total expenses 389,173,996 323,149,559
Revenue in excess of expenses before provision for state income taxes 7,226,787 10,737,943
Provision for state income taxes:
Current 640,571 80,000
Deferred 21,000 710,000
Total provision for state income taxes 661,571 790,000
Revenue in excess of expenses and increase in net assets 6,565,216 9,947,943
Net assets at beginning 45,324,771 35,376,828

Net assets at end

$ 51,889,987

S 45,324,771

See accompanying notes to consolidated financial statements.




Care Wisconsin First, Inc. and Affiliate
Consolidated Statements of Cash Flows

Years Ended December 31, 2016 2015
Increase (decrease) in cash and cash equivalents:
Cash flows from operating activities:
Increase in net assets $ 6,5565216 S 9,947,943
Adjustments to reconcile increase in net assets to net cash provided by operating
activities:
Depreciation and amortization 936,004 941,662
Provision for bad debts 430,319 327,000
Change in net realized and unrealized (gains) losses on investments (329,538) 529,941
Loss on disposal of property and equipment 20,546 14,083
Deferred income taxes 21,000 710,000
Changes in operating assets and liabilities:
Health care receivables 175,876 (1,542,724)
Prepaid expenses and other {101,535) (214,586)
Deferred compensation plan assets/liability {31,246) (24,100)
Accounts payable 1,591,834 (639,499)
Income tax payable : ' (18,788) 79,975
Accrued member services 3,500,373 8,989,895
Accrued salaries and benefits 725,295 660,429
Unearned revenue (11,604) 8,345
Premium deficiency reserve B - (5,241,342)
Deferred rent ) 171,862 376,557
Net cash provided by operating activities 13,645,614 14,923,579
Cash flows from investing activities: .
Purchases of investments and assets limited as to use (13,835,422) (7,286,156)
Proceeds from sales of investments and assets limited as to use 12,110,710 7,028,807
Capital expenditures (528,751) (2,615,753}
Proceeds from sales of property and equipment : 8,286 -
Net cash used in investing activities (2,245,177) (2,873,102)
Net increase in cash and cash equivalents 11,400,437 12,050,477
Cash and cash equivalents at beginning of year 57,046,028 44,995,551
Cash and cash equivalents at end of year $ 68,446,465 $ 57,046,028
Supplemental cash flow information:
Cash paid during the year for:
Income taxes : S 659,359 $ -
Noncash investing and financing activities:
Property and equipment purchases in accounts payable 'S 27,385 S 342,919

See accompanying notes to consolidated financial statements.




Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies

Principal Business Activity

Care Wisconsin First, Inc. ("Care Wisconsin") and Care Wisconsin Health Plan, Inc. (the "Health Plan"),
collectively the "Company", are not-for-profit corporations organized for the purpose of providing health
and long-term care services to the frail elderly and adults with disabilities in 47 counties in Wisconsin.

Care Wisconsin provides managed care under the State of Wisconsin's Family Care Program ("Family Care")
in 37 counties. At December 31, 2016 and 2015, 6,524 and 5,862 members, respectively, in these counties

were enrolled in Family Care, which provides care management and a Medicaid benefit and service package
covering long-term care services. Care Wisconsin is the sole member of the Health Plan.

As a state-certified managed care organization and a licensed health maintenance organization (HMO), the
Health Plan provides integrated, managed health and long-term care services to nursing home-eligible
members under the State of Wisconsin's Family Care Partnership Program ("Partnership"), serving members
in seven counties. Partnership serves the frail elderly and adults with physical and/or developmental
disabilities and is designed to use capitated Medicaid and Medicare revenues to cover all medical and long-
term care services. At December 31, 2016 and 2015, 1,534 and 1,486 members, respectively, were enrolled
in the Partnership through the Health Plan.

The Health Plan participates in the State of Wisconsin's Supplemental Security Income (S51) Managed Care
Program, which provides health care services for those who receive Medicaid SSI or SSi-related Medicaid
because of a disability determined by the Disability Determination Bureau. Through the SSI Managed Care
Program, the Health Plan serves members in 30 counties. The SSI Managed Care Program is designed to use
Medicaid funds to cover medical services. At December 31, 2016 and 2015, 1,804 and 1,757 members, "
respectively, were enrolled in the SSI Managed Care Program through the Health Plan.

The Health Plan plans to bégin offering a new Dual Eligible Speical Needs Program in five counties beginning
January 1, 2017.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Care Wisconsin and the Health
Plan. All significant intercompany accounts and transactions have been eliminated.

Financial Statement Presentation

The Company follows accounting standards set by the Financial Accounting Standards Board (FASB)
Accounting Standards Codification (ASC). The ASC is the single source of authoritative accounting principles
generally accepted in the United States (GAAP) to be applied to nongovernmental entities.




Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Use of Estimates

The preparation of the accompanying consolidated financial statements in conformity with GAAP requires
management to make certain estimates and assumptions that directly affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements. Estimates also affect the reported amounts of revenue and expenses during the reporting
period. Actual results may differ from these estimates.

Cash Equivalents

The Company considers all highly liquid debt instruments with an original maturity of three months or less to
be cash equivalents, excluding assets limited as to use.

Health Care Receivables

Health care receivables are amounts due from Medicare, Medicaid, and others and are stated at the amount
management expects to collect from outstanding balances. The carrying amounts of accounts receivable are
reduced by allowances that reflect management's best estimate of the amount that will not be collected.
Delinquent accounts are not charged interest.

Investments, Assets Limited as to Use, and Deferred Compensation Assets

Investment, assets limited as to use, and deferred compensation plan assets are measured at fair value in
the accompanying consolidated balance sheets. Assets limited as to use include cash and cash equivalents
held to satisfy Wisconsin Department of Health Services (DHS) regulatory requirements. Deferred
compensation assets include mutual funds held for the benefit of certain employees. Investment income or
loss (including unrealized and realized gains and losses, interest, and dividends) is included in revenue in
excess of expenses unless the income or loss is restricted by donor or law.

Investment transactions are recorded on the trade date. Realized gains and losses on the sale of
investments are calculated based on the specific identification of the securities sold. Investment
management and custodial fees are recorded as a reduction of investment income.

Fair Value Measurements

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordinary
transaction between market participants at the measurement date. A three-tier hierarchy prioritizes the
inputs used in measuring fair value. These tiers include Level 1, defined as observable inputs such as quoted
market prices in active markets; Level 2, defined as inputs other than quoted market prices in active markets
that are either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or
no market data exists, therefore, requiring an entity to develop its own assumptions. The asset's or liability's
fair value measurement within the hierarchy is based on the lowest level of any input that is significant to
the fair value measurement.




Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Property and Equipment

Property and equipment acquisitions are recorded at cost. Depreciation is provided over the estimated
useful life of each class of depreciable asset and is computed using the straight-line method. Leasehold
improvements are amortized over the shorter of the lease term or the estimated useful life. Interest costs
incurred on borrowed funds during the period of the construction of capital assets is capitalized as a
component of the cost of acquiring those assets. Estimated useful fives range from 3 to 15 years for
leasehold improvements, 2 to 13 years for furniture and equipment, and 3 to 5 years for vehicles.

Accrued Member Services and Member Services Expense

The Company contracts with various health care providers for the provision of medical and long-term care
services to its members. The Company generally compensates contracted providers under negotiated fee-
for-service arrangements or for a fixed dollar amount per member per month, which can be adjusted based
on actual utilization.

The cost of health care services contracted for is accrued in the period in which the services are provided to
a member based, in part, on estimates, including an accrual for medical and long-term care services provided
but not reported to the Company. The accrual for services provided but not reported to the Company
represents management's best estimate of the ultimate net cost of all incurred but not reported claims as of
the balance sheet date. These estimates are calculated using individual case-basis valuations and statistical
analysis. Those estimates are subject to the effects of trends in loss severity and frequency. Although
considerable variability is inherent in such estimates, management believes the accrual for services incurred
but not reported is adequate. These estimates are continually reviewed and adjusted as necessary as
experience develops or new information becomes known. Such adjustments are included in current
operations.

Premium Deficiency Reserve

The Company assesses the sufficiency of unearned premiums to covered associated costs over the remaining
contract period for its lines of business. If a loss is estimated, then a premium deficiency reserve is recorded. The
Company does consider anticipated investment income when calculating its premium deficiency reserve. At
December 31, 2016, and 2015, the Company had no amounts recorded for premium deficiency reserves.

Deferred Rent

Deferred rent relates to lease incentives provided by the landlord of the administrative building in Madison
and is the difference between lease payments and lease expense on a straight-line basis. Deferred rent is
being amortized into rent expense over the term of the lease.




Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Net Assets

Unrestricted net assets consist of net assets that are not subject to donor-imposed stipulations and include
those expendable resources which have been designated for special use by the Company’s Board of
Directors. Temporarily restricted net assets are those whose use by the Company has been limited by
donors to a specific time period or purpose. Permanently restricted net assets have been restricted by
donors to be maintained by the Company in perpetuity.

The Company has no temporarily or permanently restricted net assets at December 31, 2016 and 2015.

Medicaid and Medicare Premiums, Member Cost Share, Spend Down, and Room and
Board

The Company's primary sources of revenue are capitation payments under the Medicare and Medicaid
programs. Medicare and Medicaid capitation payments are recognized as revenue in the month for which
coverage is provided. Capitation payments received prior to the month of coverage are recorded as
unearned revenue. Member cost share and spend down revenue consists of amounts received directly from
certain members who are required to share a cost of the program as a condition of their enroliment. Spend
down revenue stopped in 2016. Member room and board revenue consists of amounts received directly
from certain members to reimburse the program for room and board payments.

The Company has contracted with the Centers for Medicare and Medicaid Services (CMS) to provide services
under the Medicare Advantage Special Needs Program. Medicare capitation payments under this program
are received from CMS. This contract is intended to cover all Medicare-eligible expenses including
pharmaceuticals under the Medicare Part D program. Estimated provisions to approximate expected
settlements for the Medicare Part D program are included in the accompanying consolidated financial
statements.

Advertising Costs
Advertising costs are expensed as incurred.

Taxes

The Company is a not-for-profit corporation as described in Section 501(c)(3) of the Internal Revenue Code
(the "Code") and is exempt from federal income taxes on related income pursuant to Section 501(a) of the
Code. Care Wisconsin is also exempt from Wisconsin income taxes on related income. The Health Plan is
liable for Wisconsin property, income, and franchise taxes. The provision for income taxes is recorded net of
any recoveries during the year.




Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 1: Summary of Significant Accounting Policies (Continued)

Taxes (Continued)

Deferred income taxes are established for temporary differences in the reporting of unrealized gains and
losses on investment securities, the allowance for doubtful accounts, and certain accounts payable for
financial statement and income tax purposes. Deferred tax balances are adjusted to reflect tax rates based
on currently enacted tax laws that will be in effect in the years in which the temporary differences are
expected to reverse. Deferred tax expense is the result of changes in the deferred tax asset and liability.
Management has evaluated the Company's tax positions and concluded the Company has taken no
uncertain tax positions that would require adjustments to the financial statements.

Subsequent Events

Subsequent events have been evaluated through April 25, 2017, which is the date the financial statements
were available to be issued.

Note 2: Reimbursement Arrangements With Third-Party Payors

Care Wisconsin and the Health Plan have contracts with DHS and CMS to provide services to qualified Medicare
and Medicaid recipients (the "Contracts"). The Contracts represent Care Wisconsin's and the Health Plan's source
of premiumincome for Family Care, Partnership, and SSI. The Contracts with DHS and CMS expire on December
31, 2017. The contract with DHS is renewable annually. The contract with CMS is renewable for successive one-
year periods. The Health Plan or CMS may terminate the contracts with 30 days written notice.

Medicaid capitation is subject to a year-end calculation that takes into consideration level of acuity and target
group. Retrospective rate adjustments also includes payments for a high cost risk pool. Retroactive rate
adjustments resulted in an increase in revenue of approximately $2,121,000 in 2016, of which approximately
$2,529,000 was an increase in revenue relating to services in 2016 and $408,000 was a deduction of revenue
relating to services in 2015. Retroactive rate adjustments resulted in an increase of $2,103,000 in 2015, of which
approximately $2,221,000 was an increase in revenue relating to services in 2015 and 118,000 was a deduction of
revenue relating to services in 2014, -

Medicare capitation rates are estimated and prospectively paid to the Company subject to a year-end calculation
that takes into consideration leve! of acuity, member age, and other demographics. There are also retroactive
adjustments for members whose primary coverage is under the Medicare program.

" The Health Plan covers prescription drug benefits in accordance with Medicare Part D under a contract with CMS.
The payments the Health Plan receives from CMS and its members, which are determined from an annual bid,
represent amounts for providing prescription drug insurance coverage. The payment from CMS is subject to risk
sharing through the Medicare Part D risk-sharing corridor provisions. Receipts for reinsurance and low-income
cost subsidies represent reimbursements of prescription drug cost for which the Health Plan has no underwriting

risk.
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 2: Reimbursement Arrangements With Third-Party Payors (Continued)

The risk corridor provisions compare costs targeted in the Health Plan's bids to actual prescription drug costs,
limited to costs that would have been incurred under the standard coverage as defined by CMS. Variances
exceeding certain thresholds may result in CMS making additional payments to the Health Plan. The Health Plan
estimates and recognizes an adjustment to premium revenues related to these risk corridor provisions based on
pharmacy claims experience to date as if the annual contract were to terminate at the end of the reporting
period. Accordingly, the estimate provides no consideration of future pharmacy claims experience. At
December 31, 2016 and 2015, the Health Plan recorded a risk-sharing payable, recorded in accounts payable, of
approximately $691,000 and $157,000, respectively.

Reinsurance and low-income subsidies represent reimbursements from CMS in connection with the Medicare
Part D program for which the Health Plan assumes no risk. Reinsurance subsidies represent reimbursement for
CMS's portion of prescription drug costs that exceed the member's out-of-pocket threshold or catastrophic
coverage level. Low-income cost subsidies represent reimbursement from CMS for all or a portion of the
deductible, coinsurance, and copayment amounts above the out-of-pocket threshold for low-income
beneficiaries. Monthly prospective payments from CMS for reinsurance and low-income cost subsidies are based
on assumptions submitted with an annual bid. A reconciliation and related settlement of CMS's prospective
subsidies against actual prescription drug cost paid by the Health Plan are made after the end of the year. The
Health Plan records these subsidies in accounts payable in the accompanying consolidated financial statements.
The Plan has recorded a net liability related to these subsidies of approximately $1,465,000 and $3,000 for the
years ended December 31, 2016 and 2015, respectively.

Revenue from the Company's cost-based reimbursement payments consisted of approximately $7,958,000 and
$9,077,000 for reinsurance payments and approximately $279,000 and $475,000 for the low-income cost-sharing
portion for the years ended December 31, 2016 and 2015, respectively.

To promote member access to acute care, children's, and rehabilitation hospitals throughout Wisconsin,
Medicaid provides a hospital access payment amount per inpatient discharge. Access payments are intended to
reimburse hospital providers based on Wisconsin Medicaid volume. In 2016 and 2015, the Company received
Wisconsin Medicaid access payments from the 5SS Managed Care Program of approximately $2,194,000 and
$3,217,000, respectively, and paid out the same amount to providers. These amounts are included in Medicaid
premiums and acute and primary member services, respectively, in the accompanying consolidated statements of
operations and changes in net assets.

11




Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 3: Health Care Receivables

Health care receivables consisted of the following at December 31:

2016 2015
Medicaid capitation receivable $ 2,607,823 § 2,713,617
Medicare risk-sharing receivable , 83,373 232,536
Medicare Part D receivable . 203,161 - 815,295
Member receivable 821,121 907,435
Claim refund receivable 415,753 29,246
Other 497,650 370,472
Subtotals 4,628,881 5,068,601
Less - Allowance for doubtful accounts 405,784 239,308
Health care receivables - Net S 4,223,097 $ 4,829,293
Note 4: investments and Assets Limited as to Use
Investments
Investments, stated at fair value, consisted of the following at December 31:
2016 2015
Debt securities:
U.S. government and state obligations $ 2,491,373 S 4,362,364
Corporate bonds 10,398,791 7,894,562
Mortgage-backed securities 1,772,250 1,517,958
Equity mutual funds . 2,050,536 1,818,144
Total investments S 16,712,950 $§ 15,593,028

12




Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 4: Investments and Assets Limited as to Use (Continued)

Assets Limited as to Use

Assets limited as to use consisted of the following at December 31:

2016 2015
Regulatory requirements:
Cash $ 3,545,632 § 2,804,746
Certificates of deposit 943,442 750,000
Total assets limited as to use . ‘S 4,489,074 $ 3,554,746

Investment Income

Investment income, including gains and losses on investments and assets limited as to use, consisted of the
following for the years ended December 31:

2016 2015
Interest income S 579,295 $ 554,866
Dividend income 38,299 35,373
Net realized losses {31,863) (122,337)
Change in net unrealized gains (losses) 366,776 (407,604)
Investment management and custodial fees {(36,851) (3,135)
Total investment income S 915,656 S 57,163

Investments, in general, are exposed to various risks, such as interest rate, credit, and overall market
volatility. Due to the level of risk associated with certain investments, it is reasonably possible that changes
in the values of certain investments will occur in the near term and that such changes could materially affect
the amounts reported in the consolidated financial statements.

Note 5: Fair Value Measurements

The following is a description of the valuation methodologies used for assets measured at fair value on a
recurring basis:

Money market funds are valued using a net asset value (NAV) of $1. Fair values of debt securities are based
on quotes from pricing vendors based on recent trading activity and other observable market data. Mutual
funds are valued at the daily closing price as reported by the fund. Mutual funds are registered with the
Securitjes and Exchange Commission and are required to publish their NAV daily and to transact at that

price.
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 5: Fair Value Measurements (Continued)

The following tables set forth by level, within the fair value hierarchy, the Company's assets at fair value on a

recurring basis as of December 31:

2016
Total Assets at
Level 1 Level 2 Level 3 Fair Value
Money market funds - S 663,637 S - S 663,637
Equity mutual funds
Small cap 381,578 - - 381,578
Mid cap 404,827 - - 404,827
Large cap 186,414 - - 186,414
International 60,893 - - 60,893
Balanced 15,332 - - 15,332
500 index 1,390,253 - - 1,390,253
Other 57,203 - - 57,203
Fixed income mutual funds 49,085 - - 49,085
Debt securities
U.S. government obligations - 2,491,372 - 2,491,372
Corporate bonds - 10,398,792 - 10,398,792
Mortgage-backed securities - 1,772,250 - 1,772,250
Total assets 2,545,585 $ 15,326,051 $ - § 17,871,636
2015
Total Assets at
Level 1 Level 2 Level 3 Fair Value
Money market funds - $ 1,050,630 S - $ 1,050,630
Equity mutual funds:
Small cap 327,229 - - 327,229
Mid cap 356,845 - - 356,845
Large cap 115,473 - - 115,473
International 43,185 - - 43,185
Balanced 28,376 - - 28,376
500 index 1,242,116 - - 1,242,116
Other 46,281 - - 46,281
Fixed income mutual funds 46,391 - - 46,391
Debt securities
U.S. government obligations - 4,362,364 - 4,362,364
Corporate bonds - 7,894,562 - 7,894,562
Mortgage-backed securities - 1,517,958 - 1,517,958
Total assets 2,205,896 14,325,514 - 17,031,410
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 5: Fair Value Measurements (Continued)

Reconciliation of the fair value hierarchy tables to the consolidated financial statements is as follows:

2016 2015
Investments , $ 16,712,950 § 15,593,028
Money market funds in cash and cash
equivalents 663,637 1,050,630
Deferred compensation plan assets 495,049 387,752
Totals . S 17,871,636 S 17,031,410
Note 6: Property and Equipment
Property and equipment consisted of the following at December 31:
2016 2015
Leasehold improvements $ 1,466,013 $ 1,761,773
Furniture and equipment 6,791,953 6,979,742
Vebhicles . 27,706 27,706
Total property and equipment 8,285,672 8,769,221
Less - Accumulated depreciation 5,471,668 5,682,404
Net depreciated value 2,814,004 3,086,817
Assets not placed in service 495,181 342,919
Property and equipment - Net S 3,309,185 S 3,429,736

Assets not placed in service consist of software costs and computer equipment. Depreciation expense for

the years ended December 31, 2016 and 2015, was $936,004 and $941,662, respectively.

Note 7: Line of Credit

in July 2016 the Company entered in to a revolving credit agreement with a bank in the amount of $4,000,000.
The line of credit is secured by substantially all of the Company's assets. Interest accrues at the one-month LIBOR
rate (effective rate of 0.62% at December 31, 2016). There were no amounts outstanding under this line of credit

at December 31, 2016.
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 8: Operating Leases

The Company leases certain equipment and facilities under leases classified as operating leases. These -
leases have terms ranging from month-to-month to 10 years, expiring in various years through 2020.

Care Wisconsin also leases an administrative building under a twelve year operating lease, which expires in
2027. No rent was due for the first 18 months, then base rent started at $34,116 monthly with increases in
base rent throughout the remaining term of the lease. Deferred rent of $548,419 and $376,557 is recorded
as a long-term liability in the accompanying consolidated balance sheets at December 31, 2016 and 2015,
respectively, related to this lease.

Future minimum lease payments, by year and in the aggregate, under noncancelable lease agreements
consisted of the following at December 31, 2016:

2017 S 1,992,283
2018 1,381,673
2019 1,188,466
2020 670,054
2021 445,460
Thereafter 2,356,271
Total minimum lease payments S 8,034,207

Total rental expense was approximately $2,294,000 and $3,188,000 in 2016 and 2015, respectively.
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 9: Accrued Member Services

The following table provides a reconciliation of the beginning and ending balances of accrued member services at

December 31:

2016

2015

Accrued member services at beginning

$ 35,369,605 $ 26,379,710

Incurred related to:

Current period 334,358,794 279,857,190
Prior periods 254,292 (1,166,942)
Total incurred 334,613,086 278,690,248
Paid related to:
Current period 295,951,759 244,439,665
Prior periods 35,160,955 25,260,688
Total paid o 331,112,714 269,700,353
Accrued member services at end S 38,869,977 S 35,369,605 _ '

Note 10: Regulatory Requirements

DHS requires Care Wisconsin to maintain restricted and solvency reserves under the Family Care contract. The
required minimum balance for these reserves was approximately $4,053,000 and $3,550,000 at December 31,
2016 and 2015, respectively. The balance in the reserves was approximately $4,489,000 and $3,555,000 as of
December 31, 2016 and 2015, respectively, included in assets limited as to use in the accompanying consolidated
balance sheets. As of December 31, 2016 and 2015, the funding requirements have been met.

HMOs must comply with the minimum capital rules established by the Office of the Commissioner of Insurance of
the State of Wisconsin {OCl). These rules specify a minimum amount of net worth required based on a
determinable percentage of subscriber premiums. The Health Plan is also required to maintain a compulsory and
security surplus as determined in accordance with accounting practices prescribed or permitted by OCl. In
addition, the Health Plan is subject to risk-based capital (RBC) requirements promulgated by the National
Association of Insurance Commissioners. The RBC requirements establish minimum levels of capital and surplus
based on the operations and risks of the Health Plan. As of December 31, 2016 and 2015, management believes
the Health Plan has met the minimum net worth, compulsory and surplus, and RBC requirements.
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 11: Reinsurance

The Health Plan entered into a stop-loss insurance agreement with an insurance company to limit its losses on
inpatient hospital services. Under the terms of this agreement, the insurance company will reimburse the Health
Plan for 50% of the cost of each participant’s annual inpatient hospital services in excess of a $225,000
deductible, up to daily limits of $4,000 per participant. Stop-loss insurance premiums were approximately
$166,000 and $198,000 in 2016 and 2015, respectively, included in supporting services - administrative, and
there were approximately $550,000 and $171,000 of stop-loss insurance recoveries in 2016 and 2015,
respectively, included in other revenue in the accompanying consolidated statements of operations and changes

in net assets.

Reinsurance contracts do not relieve the Health Plan from its obligations to subscribers. The Health Plan remains
liable to its subscribers for the portion reinsured, to the extent that the reinsurance company does not meet the
obligations assumed under the reinsurance contract.

Note 12: Self-Insured Plans

The Company is self-insured for the employees' health and dental care. The claims under these plans are accrued
as the incidents that give rise to them occur. Unpaid claim accruals are based on the estimated ultimate cost of
the claims, including claims administration expenses. The Company has entered into a reinsurance agreement to
limit losses on claims for health insurance up to $75,000 per claim. A liability for the claims unpaid, including
incurred but not reported claims, under these self-insured plans was $591,000 at December 31, 2016 and
$397,000 at December 31, 2015, included in accrued salaries and benefits in the accompanying consolidated
balance sheets.

Note 13: Taxes

The Health Plan is subject to Wisconsin income taxes. The provision for current state income taxes was $641,000
and $80,000 in 2016 and 2015, respectively. Deferred income tax assets and liabilities consisted of the following
at December 31:

2016 2015
Current deferred income tax assets (liabilities):
Allowance for doubtful accounts ’ S 14,000 S 8,000
Discounted unpaid losses 7,000 8,000
Unrealized gains on investments (41,000) (12,000)
Capital losses 13,000 10,000
Current deferred income tax asset (liability) S (7,000) S 14,000
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 14: Retirement Plan

Substantially all employees of the Company are eligible to participate in a 401(k) salary reduction retirement
plan. Under the provisions of the plan, the Company makes a matching contribution equal to 50% of each
participant's contribution, with a maximum contribution of 3% of each employee's compensation. The
Company's retirement plan expense was approximately $663,000 and $559,000 for the years ended
December 31, 2016 and 2015, respectively.

Note 15: Deferred Compensation

Care Wisconsin has deferred compensation plans under Section 457(b) and Section 457(f) of the Code. The
457(b) planis intended primarily for certain key employees to defer compensation until retirement or
termination of employment, whichever is sooner. The 457(f) plan requires Care Wisconsin to fund an amount
equal to $25,000 per year, less any amounts contributed by Care Wisconsin under the 457(b) plan, through 2018.
The 457(f) plan allows Care Wisconsin to make additional payments to the account at its discretion, with Board of
Directors' approval. If a key employee were to leave prior to April 1, 2017, the employee would forfeit the
deferred compensation in the 457(f) plan. Care Wisconsin made contributions totaling $25,000 in 2016 and 2015
to the 457(f) plan. At December 31, 2016 and 2015, deferred compensation plan assets totaled $495,049 and
$387,752, respectively, and the deferred compensation plan liability totaled $382,402 and $306,351,
respectively.

Note 16: Concentration of Credit Risk

Financial instruments that potentially subject the Company to credit risk consist principally of accounts
receivable, cash deposits in excess of insured limits in financial institutions, and investments which are

uninsured.

The Company maintains depository relationships with an area financial institution. Cash held by the financial
institution in excess of federally insured limits is uninsured. Management believes this financial institution
has a strong credit rating and that credit risk related to these deposits is minimal. At December 31, 2016,
the Company exceeded the insured limits by approximately $72,469,000.

Note 17: Malpractice Insurance

The Company has professional liability insurance for claims losses up to $1,000,000 per claim and $3,000,000
per year to cover professional liability claims incurred during a policy year regardless of when claims are
reported (occurrence coverage). The professional liability insurance policy is renewable annually and has
been renewed by the insurance carrier for the Company for the annual period through June 1, 2017.
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 18: Risks and Uncertainties

The Company's operating results and financial condition are affected by numerous factors and circumstances
unique to the insurance industry, some of which it can neither predict nor control. The first and most
significant risk the Company faces is the loss of capitation payments under the Medicare and Medicaid
programs, including Family Care. On an annual basis, DHS sets the capitation rates of the Family Care and
Partnership programs. DHS contracts with an independent actuary to arrive at an appropriate capitated rate
based on the Family Care member claims history experience and the member's acuity supported by the
Company. Other factors and circumstances that can affect the Company's operating results are: (1)
statutorily imposed regulatory capital requirements can limit an insurer's ability to underwrite new business
or retain otherwise desirable risks; (2) an insurer's ability to enter into suitable reinsurance agreements is
subject to prevailing conditions in reinsurance markets; (3) fluctuations in interest rates affect the value and
income yield of an insurer's investment portfolio in the short term and often affect default and prepayment
rates over time; and (4) inflationary pressures and medical costs affect the magnitude of claims and claims
adjustment expenses.

Note 19: Functional Expenses

Expenses incurred by the Company were as follows for the years ended December 31:

2016 2015
Partnership $ 99,017,902 $ 90,887,999
SSI s 12,245,879 11,085,157
Family Care 259,815,748 205,133,254
Total program expenses 371,079,529 307,106,410
Administrative expenses o 18,094,467 16,043,149
Total expenses $ 389,173,996 $ 323,149,559

Note 20: Reclassification

The 2015 financial statements have been reclassified to conform to the 2016 presentation by increasing
member services expense - long-term care and decreasing care management services expenses $1,923,181
in the accompanying 2015 consolidated statements of operations and changes in net assets.
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WIPFLI.

Independent Auditor’s Report on Supplementary Information

Board of Directors
Care Wisconsin First, Inc.
Madison, Wisconsin

We have audited the consolidated financial statements of Care Wisconsin First, Inc. and Affiliate as of and for
the years ended December 31, 2016 and 2015, and our report thereon dated April 25, 2017, which expressed
an unmodified opinion on those consolidated financial statements, appears on page 1. Our audits were
conducted for the purpose of forming an opinion on the consolidated financial statements as a whole. The
consolidating balance sheets and consolidating statements of operations appearing on pages 22 through 27
are presented for purposes of additional analysis of the consolidated financial statements rather than to
present the financial position, results of operations, and cash flows of the individual companies, and are not
a required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used
to prepare the consolidated financial statements. The consolidating information has been subjected to the
auditing procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the consolidated financial statements or to the consolidated financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States. in our opinion, the consolidating information is fairly stated in all material
respects in relation to the consolidated financial statements as a whole.

W%L‘ LLP
Wipfli LLP
Milwaukee, Wisconsin

April 25, 2017

21




«

Tie’orsee $ (118'S8) $ ove'ees’sr § LLT'BLO'SS S S13SSY V104
£9v'79 - - wmvﬁwm s3as5€ JBYID
S8T‘608'E - - S81'60€°E 19N - 3uawdinba pue Auadoid
6¥0'S6Y - - 6¥0's6Y sjasse uejd uopesuadiwod pauisseq
vL0'68YY - - vL0'68Y'Y 3sn 0} Se payWl| $19ssyY

1504106 (118'58)

96 EES EY 90v'7TL Y

S}asse 144Nl |B10 L

620°88L - svYTL 085°9TL 1330 pue sasuadxa piedaid
0S6°21L9T - 0S6°2TL'9T - SIUBWIISANY|
L60°€ZT'Y (t18°58) 748°487'T 9€0T20T 19N - SojqeAladal aled YljesH
S9Y'9vy'89 S - S SL9T9P'PT S O0BLYBE'EY S s1uajeAinba Used pue ysed
1519558 JUaIIN)
syassy
|e1oL suotjeuiwi(3 “auy *3uf 35414 R

pajepijosuo)

‘ueld YESH  UISUOISIAN 34ED)
UISUOISIAN 318D

192ys 2oue|eg SuUnEpI|OSuUc)
31eI|IY PUE "2U] ‘15114 UISUOISIAR 34.)



€¢

‘uoljeunioju] Azejuswaiddng uo poday S JoUpNY Juspuadapul 3as

71e'925'86  $ (118S8) S OVE'EES'Er $ LL1'8L0°SS S

S13SSY L3N ONV S3LLNi8vi1 V1oL

£86'688'15 - TE6'PEL'ST 950551 €T P33113S31Up - S19SSE 13N
§7£'9€9'9Y {T1858) ST0'66LV1 TTT'EL61E SalMjiqel| [B30L
128'0E6 - - 128°0¢€6 saiijiqes; wial-3uoj jelo)
6TY'8YS - - 61Y'8YS JUBJ paLIBfRQg
orZ8e - - orzee Aujigel) uejd uopesuadwod pasiasag
:s31jiqel wusk-8uo
$0S‘S0L"Sh {118s8) STO'66LYT 00£'266°0€ SaI3jigel| JuaLNg B}
000°L - 000°L - SaXe) aWOodu paliasag
8Y0'ES - vZ1'6 124:¥514 aNnUaAaJ palieaun
SL1'008'C - - SLT°008T $11§3UBq pUe S3LILRS PaNII3Y
£16'6988¢ - €60°080°CT 78868.'97 SIIAIBS 1AQLUSW PANIIDY
[AAA:} - TIT19 - ajqeAed xe1 awoou)
T60'VI6E - 985TY9'T 9052LT'T ajgeAed sunosay
- $ {118’58} s - ¢ 1I8'S8 S ajqeAed sjunodse Auedwosiauy
153y
s3955Y 19N pue sanijiqen
12301 suolleuIw|3 *au) 3uf 35414 9T0Z ‘1€ 1oqWiasaq
paiepijosuoy ‘ue|d Yl{ESH  UISUOISIA 3Je)

UISUOISIN 348D

(panunuo)) 19ays asuejeg Sunepijosuor
alel|lly pue *2uj 1si14 UISUOISIAN 34e)



1 £

0vS'€09’s8 ¢ {z09'voE) S 8IVOV8'PE $ ¥L9L90TS S S13SSV IvLOL
€9Y'19 - - £9%'19 $13s5€ 13410
geL'eey'e - 090'vLT 9/9'SST'E 19N - Wwawdinba pue Auadoud
T5L'L8E - - 7SLL8E s1asse uejd uojiesuaduwlod paslajag
9vL'pSS'E - - IYL'YSS'E asN 03 € pajilll] S13s5y
£V8'691'8L (zo9'vog) 80v'995'vE LEO'B06°EY $19$5€ JUd.IND [B10]
00071 - 000vT - SOXB} 3WODU] Paliajaq
Y6v°L89 - 89185 97¢'673 12Y30 pue sasuadxa piedaid
8Z0°€6S°ST - 870°€65°ST - SIUBLWISAALY
€67'678'Y (zos'vog) 98T/9v'C 60.'999°C 19N - S3|GBAI2D3L BJBD Y3|RaH
820°9¥0°LS S - $ 9Z0'vEP'9T $ TO0TISOV $ S1u3|ea|nba ysed pue ysed
'$1385€ JUa4IND
syassy
|e101 suoeulw(3 *auj au] “Isa14

paiepi|osuo)

‘ueld YIESH  UISUOISIAN d18)
UISUOISIM B4E)

STOT ‘TE 43quisdag

193Ys 2ouejeg Suiepijosuo)
3leI|IH4Y PU. "dU] 45114 UISUOISIAN 31D



S¢

‘uopetuojuy Aueyuaws|ddng uo Loday s J0)pny 1Uspuadapu) 93g

ovs'e09'sg S (2090€) $ 89v'ov8've S vL9°/90'1S S SL3SSV 1IN GNV S3ILITIgVII IVL0L
TLLYTE'SY - €30VL1TT 889'0ST°€C Po12143S4U(] - S}OSSE 33N
69L°8LT 0V (z09'v0¢) §8€'999°7T 986'9T6'LT Saf1]iqel| (101
806789 - - 806289 | Sa1|Iqelf W1a3-3uo) (210
185°9L€ - - FAS:VAS U1 pallalag
TSE‘90€ - ) - T1G£'90€ Anpiger) uejd uonesuadwod paliiaaq

s31pIqel| wial-Suol

198°665°6€ {zo9'vog) S8€'999°CT 8L0'VET'LT S2131{IG.Y} UBLIND 810
75979 - 5669 A WA BNU3A3J pauleaun
088'v£0°C - - 088'v/07 S}1J2UBQ pUR S3LIB|ES PanLIOY
S09'69€'S€ - 168°99€TT YTL'7000T S9IIALIS JBQUWIBW PaNLIIY
00008 - 00008 - 3jqeded xe3 awosuy
v2L900'C - £68°L06 £78'860'T sjqeied siunomy
- s {z09'vog) S 708'v0€ S - S 31qeAed syunodse Auedwooniaiug

'sa1|igey| Juan)
51355y 33N puE sanijiger

[exoL suonieUiWI3 *3u) *2uj ‘3sdid
paiepijosuocy - ‘Ue|d Y3|EaH  UISUOISIAA B1eD
UISUOISIAN 21eD)

STOZ ‘1€ Jequadag

(penunuo)) 19ays asuejeq Suiepijosuo)
91eljIYY pue *ouj ‘15414 UISUOISIAN D4e)



9T

‘uoljewioU| Asejuawa|ddng uo Juoday sJoupny Juspuadapu) 33§

917’5959 - S 880959 S 89¢'% S S135Se 33U Ul (9583103pP) I583IdU] puR SISURAX3 JO (ADUBIYIP) SSIOXB Ul BNUIAIY
145199 - 1/5'T99 - S9XB) 2WODUl 21835 10} uotsiAcId |e30]
00012 - 000'12 - paliaeg
145'0v9 - TL5°009 - WwaLND
:S3XE} SUI0IUL JIRIS JOJ UOISIACLY
£8L°922°L - 61v'2ee’L 9ty S9XB} SWODU| I3R]S 104 UOISIACI 310434 $95uadXd JO (ASUBID1J3p) SS3IXD Ul BNULASY
966'€LT'68€ {eTy'Ter'9T) 8¥9'866'8TT TLL'909°982 $35UadX3 [R30L
6£7'€50°81T {565°226'S) 8€9'€69°L 961'282°9T SAIRAISIUILIPY - $32/A49s duntoddns
T£9°£05°9€ {878'805°0T) 878'805°0T T£9°£0S°9€ $3DIAIDS JuSWITeuRW 18D
980'ET9'VEE - Z81°96L'001 ¥06'918'EET SIJIAIIS J3qUIBW {BI0]
6YT'S85 th - 6%1°S85 vy - a1e3 Atelund pue a3noy
£€6°420'06C - €€0°TTC'9S P06°9T8'EET 3482 Wia3-Suon
1S3IAUBS JAqUIBN
:sasuadxy
£8£°00'96€ {ezyTEY'9T) £90°T22'921T 6ET'TT998¢ 3NUIA3] [BI0L
TO8'SYL - 688°TSS ZI6°E6T 13N - S9550] pue ‘suled 'BNUBAAL 1BYI0
999'516 - 60S'8LL LYTLET BLLOIUL JUAWISBALY
9zs’'6S - - 9z5'68 JoAed Aped-paiyl 8430
LYS'TYY've - ¥0L'TSO'E €¥8'68€'TT p4eOq pUE WOoY
L1E'186'6 - 0T¥'zLL'T L06'9T2'8 21BYS 1500 JaqUIBp
6S6'8€Z2°0T - 6S6'8£20T - @ Hed 21edpanN
tr96¥9°TE - vr9'6v9'TE - swwaid 35ea1pay
€EE'TIEBTE - TS6°LLT 8L T8EYSTOYT swnjwaid pLesipay
- s {ezv'tev9r) § 0 - S ETYIEYIT $ J0BIJUOD UB(d Y}BBH UISUOISIM 318D
i 13NUIAIY
{e304 suoneuiw|3 U} ‘ueid YijeaK ouf 48114

paiepijosuo)

UISUODSIM 2480  UISUCISIM 848D

9T0Z ‘I€ J2qusadaq papu3 Jeas

suofjeladQ Jo Juswalels Suiepijosuor)
31BIIYY pue "2u| ‘45114 UISUOISIAN 34.)



LT

‘uozewojut Asejuawaiddng uo poday s, 103ipny Juapuadapuy 395

Y6'L76'6 - < 186'9£5°6 $ 79601V S SIBSSE JaU U} 9SBIIDUL Pue S3sUDAX? JO SS8IX3 Ul BNUIAIY
0000672 - 000°06L - S3XB) 2LLIODUI 91B1S IO} UsIsIn0Ld [B1O ]
000°0TL - 000°0TL - paiiajag
000°08 - 00008 - WsnD
:S3Xe} SWODU| 3181S 10} UOISIACI{
EY6LELOT - 1869201 79601 S9XEB} JUIODU] 33.1S 4O} UISIAQIG B31042q $35UIAXD JO SSIIXD Ul INUSAIY
655'6Y1'ECE {989'¢€L¥'ST) 675°01880T 9T/ 718617 Sasusdxa |e10]
{zveTre's) - {eve'Tve’s) - SAIS531 ADUBIDHRP WNIW3Ig
6YT'ev0'9T {(662°9t70°S) €LE°L€8'9 SL0'TSTYT SAnNEASIUIWPY - $321U3S Buipoddng
€TEVELTE {£8€'LTY'0T) TOY'EZy'0T B0E'BEL'TE $301A4BS JuBWIFeURW 3180
62'€T9°08¢ - £60°T6L°96 7EE2T8'E]T S3DIAISS LBGLUBUI [RIO]
TCT'S08TY - 121'S08°TY - 2.ed Atewiud pue 31ndy
80€'808'8€T - 9£6°586'YS ZEETTR'EVT 3J80 Wia}-8uoT
1$IDIAIDS JOGUUBIAL
:sasusdx3y
20S'£88EEE (989°€L¥'ST) OTS'LET'6TT 8£9'€77'0€¢ aNUBN3L (BIO]
€LL°90Y - 60£'072 P9v'98T 13N - $9SSO| pue ‘Suied ‘anuaAsl J3Yi0
£9T'LS - (se8‘st) 866'90T (s50}) BLIOIUY IUBLIISAAUY
886°LT0'T - YBETET ¥09988 umop puads
896°T26'07 - 090298 806vS0'8T pJeoq pue wooy
STT'TEE L - TOP'v79'T $2L'989°S 3leys 1503 12qUIBA
S0E‘8SY0T - S0E‘8SY'0T - Q Wed aiedpay
€LE'662'TE - €LE'667'TE - swniwaid a1eapapy
£08'v6£'79C - €TS'9952L ¥67828'687 swinwaid predipan
- (989eLp’sT) $ - $ 989'eLp'sT  § 1ORIJUOD UB|d Y}|BAH UISUOISIM 348D
13INUANIY
l1esor suofeuiwiz uj ‘ueld yieay ENECTY]

paiepi|osuo)

UISUGDSIAL 3483  UISUODSIA 3480

ST0Z ‘1€ J2quedag papu3 Jeas

suopetadQ jo Juawailels Sunepijosuo)
d1BI|IHY puUe "2U| ‘15414 UISUOISIAA 348D



WIPFLIi.
Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial

Statements Performed in Accordance with Government Auditing Standards
and the Department of Health Services Audit Guide

Board of Directors
Care Wisconsin First, Inc.
Madison, Wisconsin

We have audited, in accordance with auditing standards generally accepted in the United States and the
standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, and the Department of Health Services Audit Guide, 2017 Revision,
issued by the Wisconsin Department of Health Services, the consolidated financial statements of Care
Wisconsin First, Inc. and Affiliate (the “Company”) which comprise the consolidated balance sheets as of
December 31, 2016, and the related consolidated statements of operations and changes in net assets, and
cash flows for the year then ended and the related notes to the consolidated financial statements, and have
issued our report thereon dated April 25, 2017.

Internal Control over Financial Reporting

In planning and performing our audit of the consolidated financial statements, we considered the Company'’s
internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the consolidated financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control. Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the Company’s
consolidated financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Compiliance and Other Matters

As part of obtaining reasonable assurance about whether the Company’s consolidated financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
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with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards and the Department of Health Services Audit Guide, 2017
Revision, issued by the Wisconsin Department of Health Services.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Company’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards and the Department of Health Services Audit Guide, 2017 Revision, issued by
the Wisconsin Department of Health Services in considering the Company’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Wq%a LLP
Wipfli LLP
Milwaukee, Wisconsin

April 25,2017
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Care Wisconsin First, Inc. and Affiliate
Schedule of Findings and Questioned Costs

Year Ended December 31, 2015

Section | - Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued

Internal control over financial reporting:
Material weakness(es) identified?
Significant deficiency(ies) identified not
considered to be material weakness(es)?
Noncompliance material to financial statements noted?

Section Il - Financial Statement Findings
None

Section Ill - Other Issues

Does the auditor have substantial doubt as to the auditee’s
ability to continue as a going concern?

Does the audit report show audit issues (i.e., material
noncompliance, nonmaterial noncompliance, questioned
costs, material weakness, significant deficiency, management
letter comment) related to grants/contracts with funding
agencies that require audits to be in accordance with the
Department of Health Services Audit Guide, 2017 Revision,
issued by the Wisconsin Department of Health Services

Was a management letter or other document conveying
audit comments issued as a result of this audit?

Name and Signature of Partner in Charge:

Unmodified
yes X_Nno
yes X_Nno
yes X_Nno
yes _X_ho
___yes X_ho
__yes X_Nno

/ —
/ e ok

Corina Schoenke, CPA

Date of Report: April 25, 2017
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