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WIPFLI.

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, 2017 and 2016, 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 opinions 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 Departmentof Health Services Audit Guide, 2016 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
opinions.

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, 2017 and 2016, and the results of
their operations, changes in their net assets, and their cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 27, 2018, 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 results 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, 2016 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.

Wippee L1P

Wipfli LLP
Milwaukee, Wisconsin

April 27, 2018




Care Wisconsin First, Inc. and Affiliate

Consolidated Balance Sheets

December 31,

2017 2016

Current assets:
Cash and cash equivalents

Assets

S 62,654,279 $ 68,446,465

Health care receivables - Net 6,806,459 4,223,097
Investments _37,704,233 16,712,950
Prepaid expenses and other 1,458,368 788,029
Deferred income taxes 50,000 -
Total current assets 108,673,339 90,170,541
Assets limited as to use 5,146,325 4,489,074
Deferred compensation plan assets 535,955 495,049
Property and equipment - Net 3,529,577 3,309,185
Other assets 119,442 62,463
TOTAL ASSETS $ 118,004,638 S 98,526,312

Current liabilities:
Accounts payable

Liabilities and Net Assets

S 4,747,866 $ 3,914,092

Income tax payable 3,500 61,212
Accrued member services 41,785,975 38,869,977
Accrued salaries and benefits 2,757,053 2,800,175
Unearned revenue 103,622 53,048
Deferred income taxes - 7,000
Premium deficiency reserve 546,520 -
Total current liabilities 49,944,536 45,705,504
Long-term liabilities:
Deferred compensation plan liability 535,955 382,402
Deferred rent - 602,081 548,419
Total long-term liabilities 1,138,036 930,821
Total liabilities 51,082,572 46,636,325
Net assets - Unrestricted 66,922,066 51,889,987

TOTAL LIABILITIES AND NET ASSETS

$ 118,004,638 S 98,526,312

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,

2017

2016

Revenue:
Medicaid premiums

$ 349,362,671 S 318,362,333

Medicare premiums 37,668,439 31,649,644
Medicare Part D 10,852,614 10,238,959
Member cost share 11,406,515 9,987,317
Room and board 27,656,368 24,441,547
Other third-party payor 93,351 59,526
Investment income 1,506,311 915,656
Other revenue, gains, and losses - Net 16,128 745,801
Total revenue 438,562,397 396,400,783
Expenses:
Member services:
Long-term care 315,554,952 290,027,937
Acute and primary care 47,095,750 44,585,149
Total member services 362,650,702 334,613,086
Care management services 40,081,424 36,507,671
Supporting services - Administrative 19,646,304 18,053,239
Premium deficiency reserve 546,520 -
Total expenses 422,925,450 389,173,996
Revenue in excess of expenses before provision for state income taxes 15,636,947 7,226,787
Provision (benefit) for state income taxes:
Current 661,868 640,571
Deferred (57,000) 21,000
Total provision for state income taxes 604,868 661,571
Revenue in excess of expenses and increase in net assets 15,032,079 6,565,216
Net assets at beginning 51,889,987 45,324,771

Net assets at end

$ 66,922,066 S 51,889,987

See accompanying notes to consolidated financial statements.




Care Wisconsin First, Inc. and Affiliate

Consolidated Statements of Cash Flows

Years Ended December 31, 2017 2016
Increase (decrease) in cash and cash equivalents:
Cash flows from operating activities:
Increase in net assets $ 15,032,079 S 6,565,216
Adjustments to reconcile increase in net assets to net cash provided by operating
activities:
Depreciation and amortization 1,158,860 936,004
Provision for bad debts 567,283 430,319
Change in net realized and unrealized gains on investments (545,461) (329,538)
Loss on disposal of property and equipment - 20,546
Deferred income taxes (57,000) 21,000
Changes in operating assets and liabilities:
Health care receivables (3,150,645) 175,876
Prepaid expenses and other assets (727,318) (101,535)
Deferred compensation plan assets/liability 112,647 (31,246)
Accounts payable 861,159 1,591,834
Income tax payable (57,712) (18,788)
Accrued member services 2,915,998 3,500,373
Accrued salaries and benefits (43,122) 725,295
Unearned revenue 50,574 (11,604)
Deferred rent 53,662 171,862
Premium deficiency reserve 546,520 -
Net cash provided by operating activities 16,717,524 13,645,614
Cash flows from investing activities:
Purchases of investments and assets limited as to use (43,739,099) (13,835,422)
Proceeds from sales of investments and assets limited as to use 22,636,026 12,110,710
Capital expenditures (1,406,637) (528,751)
Proceeds from sales of property and equipment - 8,286
Net cash used in investing activities (22,509,710} (2,245,177)
Net increase (decrease) in cash and cash equivalents (5,792,186) 11,400,437
Cash and cash equivalents at beginning of year 68,446,465 57,046,028

Cash and cash equivalents at end of year

$ 62,654,279 S 68,446,465

Supplemental cash flow information:
Cash paid during the year for:
Income taxes

Noncash investing and financing activities:
Property and equipment purchases in accounts payable

See accompanying notes to consolidated financial statements.
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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 49 counties in Wisconsin.

Care Wisconsin provides managed care under the State of Wisconsin's Family Care Program ("Family Care")

in 40 counties. At December 31, 2017 and 2016, 7,318 and 6,524 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, 2017 and 2016, 1,578 and 1,534 miembers, respectively, were enrolled
in the Partnership through the Health Plan.

The Health Plan participates in the State of Wisconsin's Supplemental Security Income (SS1) Managed Care
Program, which provides health care services for those who receive Medicaid SSI or SSl-related Medicaid
because of a disability determined by the Disability Determination Bureau. Through the SS| 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, 2017 and 2016, 1,745 and 1,804 members,
respectively, were enrolled in the SS51 Managed Care Program through the Health Plan.

Beginning January 1, 2017, the Health Plan offers Medicare Dual Advantage, an HMO Special Needs Program
("DSNP") in six counties. At December 31, 2017, 160 members in these counties were enrolled in DSNP,
which provides health care services for those who are eligible for both Medicare and Medicaid. The DSNP is
designed to use Medicare funds to cover medical services.

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 asto 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 lives 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 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 in current operations
as necessary as experience develops or new information becomes known.

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, 2017, and 2016, the Company had $546,520 and $0, respectively, recorded for premium deficiency
reserves.




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

Note 1: Summary of Significant Accounting Policies (Continued)

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.

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, 2017 and 2016.
Medicaid and Medicare Premiums, Member Cost Share, 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 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. 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 Partnership and DSNP programs. Medicare capitation payments under these programs 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 27, 2018, 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 premium income for Family Care, Partnership, SSI and DSNP. The Contracts with DHS and CMS expire on
December 31, 2018. 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 include payments for a high cost risk pool. Retroactive rate
adjustments resulted in an increase in revenue of approximately $6,727,000 in 2017, of which approximately
$3,701,000 was an increase in revenue relating to services in 2017 and $3,026,000 was an increase of revenue
relating to services in 2016 and prior. Retroactive rate adjustments resulted in an increase of $2,121,000 in 2016,
of which approximately 52,529,000 was an increase in revenue relating to services in 2016 and $408,000 was a
deduction of revenue relating to services in 2015.

Medicare capitation rates are estimated and prospectively paid to the Company subject to a year-end calculation
that takes into consideration level 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.

10




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 or the Health Plan
paying back funds to CMS. 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, 2017 and 2016, the Health Plan recorded a risk-sharing payable,
recorded in accounts payable, of approximately $742,000 and $691,000, 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 $1,387,000 and $1,465,000 for
the years ended December 31, 2017 and 2016, respectively.

Revenue from the Company's cost-based reimbursement payments consisted of approximately $8,801,000 and
$7,958,000 for reinsurance payments and approximately $90,000 and $279,000 for the low-income cost-sharing
portion for the years ended December 31, 2017 and 2016, 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 2017 and 2016, the Company received
Wisconsin Medicaid access payments from the S5 Managed Care Program of approximately $2,927,000 and
$2,194,000, respectively, and paid out the same amount to providers. These amounts are included in Medicaid
premiums and acute and primary care 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:

2017

2016

Medicaid capitation receivable

5,711,646 $ 2,607,823

Medicare risk-sharing receivable - 22,371 83,373
Medicare Part D receivable 14,942 203,161
Member receivable 1,331,247 821,121
Claim refund receivable 64,174 415,753
Other 315,542 497,650
Subtotals 7,459,922 4,628,881
Less - Allowance for doubtful accounts 653,463 405,784
Health care receivables - Net 6,806,459 $ 4,223,097
Note 4: Investments and Assets Limited as to Use
Investments
Investments, stated at fair value, consisted of the following at December 31:
2017 2016
Debt securities:
U.S. government and state obligations 5,986,883 $ 2,491,373
Corporate bonds 23,051,258 10,398,791
Mortgage-backed securities 4,340,765 1,772,250
Equity mutual funds 4,325,327 2,050,536

Total investments

$ 37,704,233 $ 16,712,950

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:

2017 2016
Regulatory requirements:
Cash $ 3,558,225 $ 3,545,632
Certificates of deposit _ _ 1,588,100 943,442

Total assets limited as to use S 5,146,325 $ 4,489,074

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:

2017 2016
Interest income S 899,416 $ 579,295
Dividend income 123,410 38,299
680,532 (31,863)

Net realized gains (losses)

Change in net unrealized gains (losses) . (135,071) 366,776
Investment management and custodial fees (61,976) (36,851)
Total investment income ‘ $ 1,506,311 $ 915,656

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 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 Securities and
Exchange Commission and are required to publish their NAV daily and to transact at that price.

13




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:

2017 .
Total Assets at
Level 1 Level 2 Level 3 Fair Value
Equity mutual funds:
Small cap 30,074 S - S - S 30,074
Mid cap 45,831 - - 45,831
Large cap 162,802 - - 162,802
International 4,402,557 - - 4,402,557
Balanced 89,077 - - 89,077
Other 85,188 - - 85,188
Fixed income mutual funds 45,753 - - 45,753
Money market funds 1,639,986 - - 1,639,986
Debt securities:
U.S. government obligations - 5,986,883 - 5,986,883
Corporate bonds - 23,051,258 - 23,051,258
Mortgage-backed securities - 4,340,765 - 4,340,765
Total assets at fair value 6,501,268 $ 33,378,906 S - $ 39,880,174
2016
Total Assets at
Level 1 Level 2 Level 3 Fair Value
Equity mutual funds:
Small cap 381,578 $ -5 -$ 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
Money market funds 663,637 - - 663,637
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 at fair value 3,209,222 14,662,414 - 17,871,636

14




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:

2017 2016
Investments $ 37,704,233 $ 16,712,950
Money market funds in cash and cash
equivalents 1,639,986 663,637
Deferred compensation plan assets 535,955 495,049
Totals $ 39,880,174 $ 17,871,636
Note 6: Property and Equipment
Property and equipment consisted of the following at December 31:
2017 2016
Leasehold improvements $ 1,580,238 $ 1,466,013
Furniture and equipment 8,345,394 6,791,953
Vehicles ) 27,706 27,706
Total property and equipment 9,953,338 8,285,672
Less - Accumulated depreciation 6,517,978 5,471,668
Net depreciated value 3,435,360 2,814,004
Assets not placed in service 94,217 495,181
Property and equipment - Net $ 3,529,577 $ 3,309,185

Assets not placed in service consist of software costs and computer equipment. Depreciation expense for
the years ended December 31, 2017 and 2016, was $1,158,860 and $936,004, respectively.

Note 7: Line of Credit
The Company has 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 1.36% at December 31, 2017). There were no amounts outstanding under this line of credit at December 31,
2017 and 2016.

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.

15




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

Note 8: Operating Leases (Continued)

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 534,116 monthly with increases in
base rent throughout the remaining term of the lease. Deferred rent of $602,081 and $548,419 is recorded
as a long-term liability in the accompanying consolidated balance sheets at December 31, 2017 and 2016,

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, 2017:

2018

1,808,620
2019 1,474,122
2020 871,127
2021 445,460
2022 453,918
Thereafter 1,902,353
Total minimum lease payments 6,955,600

Total rental expense was approximately $1,776,000 and $2,294,000 in 2017 and 2016, respectively. .

Note 9: Accrued Member Services

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

December 31:

2017

2016

Accrued member services at beginning

$ 38,869,977 $ 35,369,605

Incurred related to:

Current period 359,344,555 334,358,794
Prior periods 3,305,747 254,292
Total incurred 362,650,702 334,613,086

Paid related to: :
Current period 324,093,518 295,951,759
Prior periods 35,641,186 35,160,955
Total paid 359,734,704 331,112,714

Accrued member services at end

$ 41,785,975 S 38,869,977
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

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 $5,136,000 and $4,053,000 at December 31,
2017 and 2016, respectively. The balance in the reserves was approximately $5,146,000 and $4,489,000 as of
December 31, 2017 and 2016, respectively, included in assets limited as to use in the accompanying consolidated
balance sheets. As of December 31, 2017 and 2016, 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 OCI. 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, 2017 and 2016, management believes
the Health Plan has met the minimum net worth, compulsory and surplus, and RBC requirements.

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 90% 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
$414,000 and $166,000 in 2017 and 2016, respectively, included in supporting services - administrative, and
there were approximately $0 and $550,000 of stop-loss insurance recoveries in 2017 and 2016, 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 its 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 $746,000 at December 31, 2017 and
$591,000 at December 31, 2016, included in accrued salaries and benefits in the accompanying consolidated
balance sheets. '
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 13: Taxes

The Health Plan is subject to Wisconsin income taxes. The provision for current state income taxes was $661,868
and $640,571in 2017 and 2016, respectively. Deferred income tax assets and liabilities consisted of the following

at December 31:

2017 2016

Current deferred income tax assets (liabilities):

Allowance for doubtful accounts $ 21,000 $ 14,000

Discounted unpaid losses 8,000 7,000

Unrealized gains on investments - (22,000) (41,000)

Capital losses - 13,000

Premium deficiency reserve 43,000 -
Current deferred income tax asset (liability) S 50,000 S (7,000)

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 $933,000 and $663,000 for the years ended
December 31, 2017 and 2016, 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) plan is 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 2017.
The 457(f) plan allows Care Wisconsin to make additional payments to the account at its discretion, with Board of
Directors' approval. The 457(f) plan was closed and paid out to the key employee in 2017 upon the plan's
maturity. Care Wisconsin made contributions totaling $25,000 in 2017 and 2016 to the 457(f) plan. At December
31, 2017 and 2016, deferred compensation plan assets totaled $535,955 and $495,049, respectively, and the
deferred compensation plan liability totaled $535,955 and $382,402, 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.
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Care Wisconsin First, Inc. and Affiliate
Notes to Consolidated Financial Statements

Note 16: Concentration of Credit Risk (Continued)

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, 2017,
the Company exceeded the insured limits by approximately $64,309,000.

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, 2018,

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. On an annual basis, DHS sets the capitation rates of the Family Care, Partnership and SSI
programs. DHS contracts with an independent actuary to arrive at an appropriate capitated rate based on
claims history experience and the member's acuity. 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 years ended December 31:

2017 2016
Partnership $ 102,032,005 $ 99,017,902
SSI 13,939,219 12,245,879
Family Care 285,919,710 259,815,748
DSNP 1,387,712 -
Total program expenses 403,278,646 371,079,529
Administrative expenses 19,646,804 18,094,467
Total expenses $ 422,925,450 S 389,173,996
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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, 2017 and 2016, and our report thereon dated April 27, 2018, 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 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.

Wipgts LLP
Wipfli LLP
Milwaukee, Wisconsin

April 27,2018

20




1c

8E9V00'8TT $ (9£2°0EY) S ST¥'LL9TS S 68YLSL's9 S SL3ISSV VLOL
y'6TT - - PP'eTT $19SSE Jayl0
L15'625°¢ - - L15°62S'E 19N -uswdinbs pue Ayzadoig
S56°S€S - - §S6'5€S s3asse uejd uoiiesuadwod pallaeg
SZE9YT'S - - STE9YT'S asn 0] Se pajiiul] 51355y
6£€°€£9°80T {9sz'0gd) Sey'LL9°TS 061'97¥°9S 513SSE JUBLIND [B10)
00005 - 000°0S - Saxe} aWwodul paliaaq
89€'8SH°T - 8€1°099 0€7'86L 13430 pue sasuadxa predaig
€ETV0L LE - TLPT0L'ST 794'2002T SIUBWIISAUY
651'908°9 (os2'0¢cy) 78T'STET ESY'TIEY 19N - S3|qeAIaDal 3183 Y} jeay
6L7'7S9'T8 ¢ - YES'OV6'ET - § SPL'ETL8E  § sjuafeAinba ysed pue ysed
1519558 JUaLIND
syassy
{e10] suopeunul|s  ouj‘UBld YIeaH | -ouj 3543 L10Z 'T€ 19qwadag
pajepijosua) UISUDDSI\ 1B  UISUODSIAN 218D

193ys aduejeg Suizepijosuor)
d1eI|IYVY PU. "2U] ‘15114 UISUOISIAN 18D



[44

‘uonewojuy Aejuawaiddng uo Joday s s01pny Juspuadapu} 23S

8£9'v00'8TT S (947'0¢€Y)

S Sev'L19Ts S

68Y°LSL'S9 S

$13SSV L3N GNV S3iLiTI8VI TV10L

990'276'99 - SL6°66L°SE 160°221°1¢€ Pa1dLIISAIUN - S13SSE 13N
2L5°T80'1S {(9L7'0¢EY) 0sv'£48'9t 86E'GE9'VE sa|Iqel |e10l
9€0'8ETT - - 9€0'8€T'T satjiqel| wial-8uoj (e10).
180°209 - - 180°209 JUaL paLIaR(
§S6°SES - - ‘GS6'SES Aupgey ue|d uonesuadwod paliageg
'sal1jiqel} wal-8uo]
9£9 Y66y (9s7'0¢et) 0St'£18'91T T9€°L6YEE Sanjigel| JUsLINd (B30
0ZS‘9%s - 025°9vs - AAIBS3L AJUBIDRP WINjWRId
TT9'€0T - 9vZ'0T 9/g£'€8 anuaAaL pausesun
€50LSLT - - €50°LSL"T S}j2UQ pUE S3LIB|ES PanIdY
SL6'S8L'TY - vTT'ovreTT 158'6€T'6C S3DIAIBS IBGUIBL PANLIY
00S'E - 005°€ - ajqeAed xe3 swoau|
998'LYL Y - ¥8/°0g€'E 78Q'LTYV'T 3jqeied syunoday
- (9Lz'0gp) 9LZ'0EY s - $ ajqeAed sjunosoe Auedwodiaiuy
sanjiqel| 1uan)
$19s5Y 39N puE sanyjiqer]
[eiol suoneuiwiiy ou| ‘uejd yieay *3u| 98414

pajepijosuo)

UISUODSIAN 818D

UISUOISIM 2B

£LI0Z ‘TE J2quiadag

(panunuo)) 19ays asuejeg Sunepijosuo)

318V pue ‘U] ‘1Sii4 UISUOISIAN dJe)



€

719586 $ (118°98) $ Ope'EES'Ey  § LLTI'8L0'SS S S13SSY TvlOL
£9%'79 - - €9v'79 s1asse Jayl0
S8I'60E'E - - S8T'60£°E JaN - uawdinba pue Ausdoid
6v0's6t - - 6v0's6t s1asse uejd uoijesuadwiod patiajaqg
PLO'68Y'Y - - vLO68Y Y 3sn 0} se pajiy| S}IssY
TvS0L1'06 (11898} V6 EES'EY 90v'z2L'9Y $19SSE 1U3.1JN3 [B10]
620'88L - 6YP'TL 085°9TL 13430 pue sasuadxa pledaid
0S6°21L9T - 0S6°2TL'9T - SIUBLIIS3AUY
L60'ETTY (T18'98) TL8°482'C 9€0'T20°C 19N - S3{qRAIa331 3183 Y}jeaH
S9p 9489 - S/9°I9%'vT  § 06LP86'SY S syusjenainba yses pue ysed
1S1955L JUBLIND
SELY
elog SUOHEBUILIIZ  'DU] ‘UB|d Y3|BDH “5uj 45414 9707 ‘T€ 1aqWwasaq
paiepijosuo) UISUDISIAY 3JBD  UISUOISIM 2480

}92ys 2suejeg Sulepijosuo)
3.1V PUE *IU| ‘AS114 UISUOISIMN 48)



‘uonewioju} Asejuswajddns uo Jioday s .40pnYy Juspuadapul 835

71€'9z5'86 S (11898) S 9PE'EES'Er S LLI'BLO'SS  § SL13ISSV 1IN GNV S3LLTIEVIT TVLOL
186688°TS - TE6'VEL'BT 950s5Te2 P3312113S34LM - S1ASSE 13N
§2€°9£9°9p (11858) STO'66LVT 121'e26'1E saMjiqey [B30)
128'0€6 - - 178°0E6 Sal3jIge)] Wial-2uof je10]
6TY'8YS - - 61t'8YS U241 paliaaq
70v‘Z8¢ - - 20tv°28¢ Anpgenj uerd uonesuadwod palsassaq
'sany|iger| wisl-8uo
¥05'50L°SY {118'S8) STO'66L'%T 00£266°0€ S3121{1GBI| JUB4IND {830 )
000°L - 0002 - SoXe} 3WOoU| pa.Iasaq
8v0'€S - I 7AR] 144337 3nu3AsL pauseaun
SL1°008C - - SL1°008C S}jaURq pue sallejes paniidy
££6°698'8€ - £60080°2T $88°68.°97 SIOIAIDS JDGUIBW PANIIY
71219 - 71719 - 3|qeAed xe} dui0ay|
760'vT6°E - 985'1¥9°C 9057LTT a|qeAed s3unodoy
- s (118'68) - $ 11868 $ sjqeAed syunodae Auedwosiaiuy
:S311iqel| Jua.UND
$19sSY 13N pue sanijiqer
1230l suoneuUl3  -Duj ‘UB)d YIeaH *3u) 48414 5102 '€ 19qWisoQ
pajepijosuo) UJSUOISIAA 848 UISUODSI 848

(panuiluo)) 123ys asuejeg Sunepijosuor)
31BI|IHV PUB "IU] ‘15114 UISUOISIA 248D



Y4

‘uojew.ojul Asejuswajddng uo Jodsy s o3pny wuspuadapu| 89S

6L02€0°sT S - S p0°590°, S GE0'L96°L S S$13SSE 13U Ul 9$8340U1 pue SaSUIAXD JO $SIIXD Uj SNUSASY
89809 - 898409 - SaXe)} aWo3u| 33e3s Joj uoisiroid |BJo L
{000°LS) - (000°£8) - pailajaq
898799 - 898799 - W)
:S9XE] 3WOo3Ul 318)S 10) {1142Uag) UsISIACLd
LY6'9€9'ST - 216'699°'L SEDL96°L S3XEB] WODUL 31B1S JO) UOISIA0ID 310J3q SI5UIAX3 JO SS3IX3 Ul 2NU3AIY
0SY'STETTLY (evv'sLT'8T) €TEV66'STT 04501Z'STE sasuadxa |10}
075'9%S - 075'9%S - 3Alasas Adouainyap wniwalg
v08'9v9'61T (98Z¥¥8°9) LBE'SEY'R €04°598°LT anjelIsIuILIpY - $321A13s Suinioddng
yZy'180°0Y (£sT'SEY'TT) LST'SEVTT vZy‘180°0Y $391A19s Juswadeuew ale)
T0£'059°79¢ - 657'LL£'S0T EVYELTLST : S321AJBS JaqUIaWl [BI0L
0S2'S60'LY - 0SL'S60'LY - a.4e3 Alewiid pue a1noy
756'vS5°S1E - 605°182'8S EYYELTLST 3185 wi23-8uo
1SIVIAIBS IBQUUBIA
:Sasuadxy
L6€'795'8sy  (evvp6L2'8T) SEZY99'EET S09'LLT'E€ZE anuanal €301
87191 - (tz1€T) §S7'6E 18N - Sass0| pue ‘suied ‘enuanal Jai0
TTE90ST - LE6'ST0'T vLE'08Y WOJU] 1UBWISIAYY
1SE'E6 - - TSE'E6 JoAed Aued-piyl 19410
89£'959°LT - 860°6Y5°€ 0L2°L0TYT pieoq pue wooy
STS'90PTT - 8LYVLE'T EEL'TEYS 3JBYS 150D 13GUWIBIN
v19°258°01 - ¥19°258°0T - g 1ed aiedipay
6EY'899°L€ - 6E7'899'L€ - swinjwaid a1edipay
T£9'79¢'6v€ - 61°919'8L 6L1'9%L°0LT swinjwald presipa
- S (evb'6L2'8T) - S EvP6LZ8T S JIBIJUOD UB|d Y}|BAH UISUOISIA 318D

:2NUBARY

[eiop
paiepijosuo)

suoneujw)3

*2u| ‘veld Yijesy
UISUOJSIAN 248D

‘U] ‘35414
UISUOISIM 2.48)

LT0T ‘'T€ 12qwa03Q papu3 Jeaj

suoijesadQ jo juswalels Sunepijosuo)
3lel|IV pue *duj 1s414 UISUOISIAN 24.)



9t

‘uojewolu] Aiejuswsiddng uo 1ioday s Jolipny uspuadapuj 335

5129950 " S 8r80959 S 89EY $ S13SSE 13U U} 9SB3.OUL PUR S3SUSX3 JO SS30X8 Ul anuansy
1.5199 - 1/5°T99 - ~S9Xe] W0l 93e1s 10§ uoisinoid |30
00012 - 000'12 - paiisjaq
TL5°0V9 - 14509 - juaLnd
:S3XE) 303U} 31R)S S0} UOISIAOY
18L°922°L - 6IvCZZL 89¢‘y SBXB] Ao U 31R1S 10} UOISIACId 210)3Qq $asuadxa JO SS2IXa Ul anuanay
966'€L1°68€ (ETV'TEP'IT) 879866811 1447909°98¢ sasuadxa |eor
6E7'ES08T {965226°S) 8€9°€69°L 961'2829T BAIBISIUILPY - S301Au3s Suljioddng
T£9°£05°9€ {8z8'805'0T) 87880507 T/9°2059¢ $921A19S Juswageuew aie)
980°€ET9'VEE - 781964001 P06°918°€EZ S32IAJDS JaqLUBW |BIO)
6Y1'S8S v - 6YT'S8S Y - a1ed Alewud pue ajnoy
LE6°£70°067 - €€0'TTZ9S Y06918'€ET 31e0 wikal-Suocy
'S30IAISS J3QUIBN
:sasuadxy
£8.°00v'96€ {e2r TEY'9T) £90°T22°9ZT 6€T'119'98¢ anuanal |e3o)
T08SPL - 688'TSS Z16°€61 12N - 539$50( pue ‘suied ‘anuanal JBYio
959'ST6 - 60S8LL LYTLET ($50}) 3WOdU} JUBWISIALY
- - - - umop puadsg
97565 - - 97565 JoAed Avsed-paiy; 19410
LYS TPV - Y0LTS0’E £¥8'68€'TC pleoq pue wooy
LTEL86'6 - oTY'2LLT L06'YTT'8 31BYS 1503 JaqWAN
656'8€7°0T - 656'8€7°0T - Q Hed aJedpsN
vv9'6¥9TE - Pr9'6Y9'1E - swinjwa.d aedipaly
£€€°79€E'3TE - TS6°LLT8L T8EYBT'0HT suinjwaid piesipajy
- s {(ezvTEPOT) - S E€ZYISPOT  $ 1DBIIUOD UB| YIBSH UISUCISIM 318D
:anuanay
jelol suoeulLlI  'Ju] ‘Ueld Y1jROH “5uf 5414

paiepijosuo)

uIsUodS|IM 248

UISUODJSIAN 34D

9T0T ‘T€ 49qWadaQ papu3 Jeap

suonesadQ jo juswajeis Sunepijosuo)
91el|1}V pue duj ‘1S414 UISUOISIAN die)



WIPFLI1.

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, 2016 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, 2017, 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 27, 2018.

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 opinions 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 nat 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 internai 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.
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WIPFLI1.

Compliance 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
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, 2016
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, 2016 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.

Wipgte L1LP

Wipfli LLP
Milwaukee; Wisconsin

April 27,2018
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Care Wisconsin First, Inc. and Affiliate

Schedule of Findings and Questioned Costs
Year Ended December 31, 2017

Section | - Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued Unmodified

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

2
3
o

yes

b e
> 3
o O

Section Il - Financial Statement Findings
None

Section il - Other Issues

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

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 __yes _X_no

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

no

|

Name and Signature of Partner in Charge:

im Hyland, CPA

Date of Report: April 27, 2018
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