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Honorable Theodore K. Nickel 
Commissioner of Insurance 
State of Wisconsin 
125 South Webster Street 
Madison, Wisconsin 53703 
 
 
 
Commissioner: 

 In accordance with your instructions, a compliance examination has been made of 

the affairs and financial condition of: 

DEAN HEALTH PLAN, INC. 
Madison, Wisconsin 

 
and this report is respectfully submitted. 

 

I.  INTRODUCTION 

 The previous examination of Dean Health Plan, Inc. (DHP or the company) was 

conducted in 2011 as of December 31, 2010.  The current examination covered the intervening 

period ending December 31, 2014, and included a review of such 2015 transactions as deemed 

necessary to complete the examination. 

 The examination was conducted using a risk-focused approach in accordance with 

the National Association of Insurance Commissioners (NAIC) Financial Condition Examiners 

Handbook.  This approach sets forth guidance for planning and performing the examination of an 

insurer to evaluate the financial condition, assess corporate governance, identify current and 

prospective risks (including those that might materially affect financial condition, either currently 

or prospectively), and evaluate system controls and procedures used to mitigate those risks. 

 All accounts and activities of the company were considered in accordance with the 

risk-focused examination process.  This may include assessing significant estimates made by 

management and evaluating management’s compliance with statutory accounting principles, 
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annual statement instructions, and Wisconsin laws and regulations.  The examination does not 

attest to the fair presentation of the financial statements included herein.  If during the course of 

the examination an adjustment is identified, the impact of such adjustment will be documented 

separately at the end of the “Financial Data” section in the area captioned "Reconciliation of 

Surplus per Examination." 

 Emphasis was placed on the audit of those areas of the company's operations 

accorded a high priority by the examiner-in-charge when planning the examination.  Special 

attention was given to the action taken by the company to satisfy the recommendations and 

comments made in the previous examination report. 

 The company is annually audited by an independent public accounting firm as 

prescribed by s. Ins 50.05, Wis. Adm. Code.  An integral part of this compliance examination was 

the review of the independent accountant's work papers.  Based on the results of the review of 

these work papers, alternative or additional examination steps deemed necessary for the 

completion of this examination were performed.  The examination work papers contain 

documentation with respect to the alternative or additional examination steps performed during 

the course of the examination. 
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II.  HISTORY AND PLAN OF OPERATION 

 Dean Health Plan, Inc., is described as a for-profit group model health maintenance 

organization (HMO) insurer.  An HMO insurer is defined by s. 609.01 (2), Wis. Stat., as ". . . a 

health care plan offered by an organization established under ch. 185, 611, 613, or 614 or issued 

a certificate of authority under ch. 618 that makes available to its enrolled participants, in 

consideration for predetermined fixed payments, comprehensive health care services performed 

by providers selected by the organization."  Under the group model, the company contracts with a 

sponsoring health system to provide primary and specialty health care services.  HMOs compete 

with traditional fee-for-service health care delivery. 

 The company was incorporated August 22, 1983, and commenced business 

January 1, 1984.  Concurrent with the incorporation, the company assumed the assets, liabilities, 

and contractual obligations of the then existing Dean Health Plan Insurance Corporation (a 

ch. 613, Wis. Stat., service corporation).  The company became a for-profit corporation on 

October 1, 1985.  

 Prior to July 1, 1995, DeanCare Partnership owned 100% of the common stock of 

Dean Health Plan, Inc.  Effective July 1, 1995, DeanCare Partnership sold 47% of the common 

stock to SSM Health Care Corporation (SSMHC), a Catholic not-for-profit health corporation 

headquartered in St. Louis, Missouri, and exchanged 53% of the common stock for Dean Health 

Systems, Inc. (DHS) which owned all Dean Clinic locations; Class R preferred stock which was 

distributed to the partners.  As a result of this transaction DHS and SSMHC collectively owned 

100% of the common stock of Dean Health Plan, Inc. 

 In August 1995, Dean Health Plan, Inc., incorporated a wholly owned subsidiary, 

Premier Medical Insurance Group, Inc. (Premier).  On November 14, 1995, Premier formed a 

wholly owned subsidiary, Dean Health Acquisition Company.  Effective January 1, 1996, DHP 

merged with Dean Health Acquisition Company.  The company stock was converted into stock of 

Premier and the common stock of Premier owned by DHP was cancelled.  Concurrent with the 

reorganization, Dean Health Plan Acquisition Company changed its name to Dean Health Plan, 

Inc.  As a result of these transactions, DHP became a wholly owned subsidiary of Premier which 
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was 53% owned by DHS and 47% owned by SSMHC.  In conjunction with the reorganization, 

1,500 shares of preferred stock of the company were converted to 1,500 shares of preferred 

stock of Premier.  The Dean Foundation for Health, Research and Education, Inc., owned the 

1,500 shares of preferred stock of Premier until September 6, 2000, when Premier redeemed all 

1,500 shares of stock.  On July 12, 2005, Premier changed its name to Dean Health Insurance, 

Inc. (DHI). 

 In September 2013, SSMHC acquired 100% of DHS and thereby became the 

ultimate controlling parent organization of DHP.  SSMHC also purchased Navitus Holdings, LLC, 

which previously was a subsidiary of DHP. 

 DHP provides the majority of covered medical services to enrollees through a service 

agreement with DHS and SSM Health Care of Wisconsin, Inc. (SSMWI) and an agreement with 

Prevea Health and Hospital Sisters Health System of WI (HSHS-WI).  All primary and specialty 

care services, which are not available through these agreements, are contracted to other clinics 

and physicians.  The company’s contracted primary and specialty care physician network 

consists of two business lines, Dean Health Plan and Prevea360 Health Plan, and covers 

approximately 3,500 physicians.  The Dean Health Plan business line serves a 20-county area in 

south central Wisconsin while the Prevea360 Health Plan business line serves an 11-county area 

in northeast Wisconsin. 

 DHS and SSMWI assume underwriting risk of furnishing covered services to HMO 

members for the Dean Health Plan business line.  This risk transfer is accomplished through a 

Service Agreement with DHS and SSMWI, effective January 1, 2011.  Under this service 

agreement, the company establishes a capitated risk pool from which DHS and SSMWI are 

reimbursed for all provider services.  The capitation to the pool is calculated as a percentage of 

revenue and it is modified on an annual basis.  Any shortfalls in the pool are reimbursed by, and 

any excess is paid to, DHS and SSMWI. 

 SSMWI directly owns and operates St. Mary’s Hospital in Madison, St. Clare Hospital 

in Baraboo, and St. Mary’s Janesville Hospital in Janesville.  All hospital services which are not 

available through SSMWI are provided to the company’s enrollees under additional agreements 
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with 34 other in-network hospitals.  As noted previously, under the service agreement the 

company pays a capitation to DHS for services rendered by its employed providers and SSMWI 

for services rendered by St. Mary’s Hospital in Madison.  Claims for services rendered by 

St. Clare Hospital and St. Mary’s Janesville Hospital, the additional contracted hospitals, other 

non-DHS contracted primary care and specialty care provider groups, chiropractors, pharmacies, 

durable medical equipment, and other providers are paid from a jointly funded pool as detailed in 

the service agreement.  Any deficit or surplus in this pool is shared 50/50 by both SSMWI and 

DHS. 

 The service agreement requires the company to assist DHS and SSMWI in obtaining 

stop-loss coverage to limit the amount of risk taken by the plan sponsors.  The company 

purchased such coverage from RGA Reinsurance Company.  The agreement has a term of one 

year, effective May 15, 2015, to expire on May 15, 2016.  The reinsurance applies to all 

commercial covered members excluding Administrative Services Only members.  The policy 

covers 90% of a covered member’s medical expenses which exceed $1,300,000 per member 

with a maximum payable per member of $10,000,000.  Eligible specific reimbursements in excess 

of the Annual Deductible will apply toward an Aggregating Specific Deductible and there will be 

no recovery on any loss until the Aggregating Specific Deductible amount has been met. 

 The Prevea360 Health Plan business line was established in July of 2012 when the 

company signed an agreement with Green Bay-based Prevea Health and Hospital Sisters Health 

System of Wisconsin to offer health insurance products in northeastern Wisconsin.  Under the 

agreement, Prevea Health and Hospital Sisters Health System of Wisconsin purchased surplus 

notes in the amount of $6,662,500, issued by DHP, to provide 65% of the initial funding of surplus 

to support the Prevea360 Health Plan network.  The Prevea360 Health Plan business line 

features a proprietary network of hospitals, physicians, and ancillary providers that is based on 

Prevea Health’s multi-specialty physician group and HSHS-WI partner hospitals, including St. 

Mary’s and St. Vincent’s Hospitals in Green Bay, St. Nicholas Hospital in Sheboygan and St. 

Clare Memorial Hospital in Oconto Falls.  The Prevea360 Health Plan business line’s commercial 
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product (Individual, Group Fully Insured and Group Self-Funded) is underwritten by the company 

and marketed under the brand name of Prevea360 Health Plan. 

The Prevea360 Health Plan business line is accounted for separately from the 

capitation pool in accordance with a Network Organization and Administration Agreement and 

Health Services Agreement between the company/SSM-WI/DHS and Prevea/HSHS-WI.  These 

agreements provide for the structure of the overall governance, administration and financial flow 

including the sharing of 65% of the pool surplus or deficit by Prevea Health and HSHS-WI.  The 

remaining 35% of the pool results are allocated to DHP.  The company estimates the Prevea360 

Health Plan results and factors in 35% of the expected results when determining the capitation to 

the risk pools.  As such, DHP is at risk for Prevea360 Health Plan experience only so far as any 

variance in the actual results from what was budgeted. 

 The company, for its Prevea360 Health Plan business line, purchased reinsurance 

coverage from RGA Reinsurance Company.  The agreement has a term of one year, effective 

May 15, 2015, to expire on May 15, 2016.  The reinsurance applies to all commercial covered 

members excluding Administrative Services Only members.  The policy covers 90% of a covered 

member’s medical expenses which exceed $500,000 per member with a maximum payable per 

member of $7,000,000. 

 For Dean Health Plan and Prevea360 Health Plan business lines, enrollees under 

the HMO basic health benefit plan are asked to choose a primary care physician (PCP).  It is 

through this PCP that all necessary health services can be coordinated.  However, if the enrollee 

seeks care from another company in-network provider, such services may be obtained without a 

referral as long as the service doesn’t require prior authorization.  Except for emergency or urgent 

medical services referrals to nonplan providers must be prior authorized in writing by the 

company before services are received in order for enrollees to obtain the highest level of in-

network benefits. 

 Contracted provider services related to the Dean Health Plan line of business are 

subject to the terms of the provider agreement held between DHP, DHS, and SSMWI as well as 

other contracts between DHP and unaffiliated providers.  Contracts with providers under the 
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Prevea360 Health Plan line of business are held by DHP.  All provider agreements are generally 

for a one-year term, with an option for automatic renewal by the parties.  These provider 

agreements may be terminated by either party for material breach upon 30 days’ written notice.  

DHP may also terminate the contract without advance notice in the event there is gross provider 

misconduct.  The additional contracted providers are reimbursed using a combination of 

diagnosis-related groups (DRGs), per diem, fixed-rate fee schedule, capitation, and discount-off-

billed charges payment methodologies.  These contracts include member hold-harmless 

provisions for the protection of enrollees. 

 DHS, SSMWI, and the remainder of the company’s contracted providers are required 

to be available to provide medical services to enrollees on a 24 hours a day, 7 days a week, and 

52 weeks a year basis. 

 The following is a list of contracted hospitals: 

Dean Health Plan Business Line 
Beaver Dam Community Hospital, Beaver Dam, WI Richland Hospital, Richland Center, WI 
Beloit Memorial Hospital, Beloit, WI Ripon Medical Center, Ripon, WI 
Children’s Hospital of Wisconsin, Milwaukee, WI Sauk Prairie Memorial Hospital, Prairie du Sac, WI 
Children’s Hospital of Wisconsin Fox Valley, Neenah, WI Select Specialty Hospital, Madison, WI 
Columbus Community Hospital, Columbus, WI Select Specialty Hospital, Milwaukee, WI 
Divine Savior Healthcare, Portage, WI Southwest Health Center, Platteville, WI 
Edgerton Hospital and Health Services, Edgerton, WI St. Agnes Hospital, Fond du Lac, WI 
Finley Hospital, Dubuque, IA St. Clare Hospital, Baraboo, WI 
Fort HealthCare, Fort Atkinson, WI St. Joseph’s Health Services – Gundersen Lutheran,  
Froedtert Memorial Lutheran Hospital, Milwaukee, WI  Hillsboro, WI 
Grant Regional Health Center, Lancaster, WI St. Mary’s Hospital, Madison, WI 
Gundersen Boscobel Area Hospital and Clinics, Boscobel, WI St. Mary’s Hospital Rochester Methodist Hospital 
Memorial Hospital of Lafayette County, Darlington, WI  Mayo Clinic, Rochester, MN 
Meriter Hospital, Madison, WI St. Mary’s Janesville Hospital, Janesville, WI 
Monroe Clinic Hospital, Monroe, WI Stoughton Hospital, Stoughton, WI 
Moundview Memorial Hospital, Friendship, WI University of Wisconsin Hospital, Madison, WI 
Oconomowoc Memorial Hospital, Oconomowoc, WI Upland Hills Health, Dodgeville, WI 
Post-Acute Hospital of Milwaukee, Greenfield, WI Watertown Memorial Hospital, Watertown, WI 
Reedsburg Area Medical Center, Reedsburg, WI Waukesha Memorial Hospital, Waukesha, WI 
 Waupun Memorial Hospital, Waupun, WI 
Prevea360 Health Plan Business Line 
Holy Family Memorial Hospital, Manitowoc, WI 
HSHS St. Clare, Oconto Falls, WI 
Ministry Door County Medical Center, Sturgeon Bay, WI 
St. Mary’s Hospital Medical Center, Green Bay, WI 
St. Nicholas Hospital, Sheboygan, WI 
St. Vincent Hospital, Green Bay, WI 
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 The company markets its products in the following counties: 

Dean Health Plan Commercial HMO Products 
   
Adams Green  Richland 
Columbia Green Lake Rock 
Crawford Iowa Sauk 
Dane Jefferson Walworth 
Dodge Juneau Waukesha 
Fond du Lac Lafayette Vernon 
Grant Marquette  

 
Prevea360 Health Plan Commercial HMO Products* 

(Underwritten by Dean Health Plan, Inc.) 
   
Brown Manitowoc Outagamie 
Calumet Marinette Shawano 
Door Menominee Sheboygan 
Kewaunee Oconto  

 
Medicare Select Product** 

   
Adams Green Lake Richland 
Columbia Iowa Rock 
Crawford Jefferson Sauk 
Dane Juneau Walworth 
Dodge Kenosha Washington 
Fond du Lac Lafayette Waukesha 
Grant Marquette Vernon 
Green Racine  

 
BadgerCare Plus Product 

   
Columbia Grant Rock 
Dane Iowa Sauk 
Dodge Jefferson  
   

Medicare Cost Product (DeanCare Gold)*** 
   
Columbia Grant Rock 
Dane Iowa Sauk 
Dodge Jefferson  

 
Medicare Advantage Product**** 

   
Columbia Iowa Sauk 
Dane Jefferson  
Dodge Rock  

 
 * Some products may be offered only in certain zip codes within the counties listed. 
 ** The Medicare Select service area also includes some zip codes that may cross into 

counties not listed. 
 *** DHP no longer accepted new enrollments for DeanCare Gold after November 30, 2015. 
 **** New Medicare Advantage Product offered with coverage starting on January 1, 2016. 



 9

 The company offers comprehensive HMO products in the commercial, individual, 

small group, and large group health insurance markets.  Its commercial HMO product offerings 

provide enrollees with coverage of, at a minimum, federal Essential Health Benefits (EHB) 

received from participating providers.  EHB is defined as: 

…items and services in the following ten benefit categories: (1) ambulatory 
patient services; (2) emergency services; (3) hospitalization; (4) maternity 
and newborn care; (5) mental health and substance use disorder services 
including behavioral health treatment; (6) prescription drugs; 
(7) rehabilitative and habilitative services and devices; (8) laboratory 
services; (9) preventive and wellness services and chronic disease 
management; and (10) pediatric services, including oral and vision care. 
HHS regulations (45 CFR 156.100) define EHB based on state-specific 
EHB benchmark plans. 

 In addition to its commercial HMO products, the company offers point-of-service 

(POS), preferred provider organization (PPO), and administrative services only (ASO) products, 

as well as products serving the Medicare-eligible population.  The company’s POS and PPO 

product offerings provide enrollees with coverage of services received from participating and non-

participating providers.  These products provide coverage for out-of-network claims; however, 

such claims are subject to out-of-network benefits, which may have separate or higher 

deductibles, coinsurance and out-of-pocket maximums than in-network claims. 

 The company began offering Medicare Senior/Select Part B supplemental plans, 

titled Dean Medicare Select, in October 1985.  Dean Medicare Select is available in 26 counties 

and has premium rates determined by the age of the enrollee.  In 1999, the company began 

offering a Medicare Cost plan titled DeanCare Gold that was available to Medicare-eligible 

enrollees.  DeanCare Gold is available in eight counties.  DeanCare Gold offers a flat rate, not 

determined by age, and offers enhanced benefits when compared to traditional Medicare 

coverage.  In 2016, the company also started offering Medicare Advantage plans.  These plans 

include both Medicare Part C and Part D (drug) coverage. 

 The company has also participated in the family Medicaid/BadgerCare program since 

1996.  This program is administered by the Department of Health Services and provides health 

care benefits to eligible enrollees on a prepaid basis. 
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 The company currently markets to groups and individuals.  For both Dean Health 

Plan and Prevea360 Health Plan business lines, it contracts with outside agencies and pays 

commissions on new and renewal business.  For the Dean Health Plan business line, group 

business commissions are based on a range of payment schedules:  per contract per month, a 

sliding percentage scale ranging from 0.0625% to 10% or a flat rate based on family size within 

the group.  The individual business commission for the Dean Health Plan business line is paid at 

a rate of 6 - 15% for new and 6 - 12% for renewal or a per contract rate for new and renewal 

business depending on the agent contract.  For the Prevea360 Health Plan business line, group 

business commissions are paid based on a per contract per month schedule.  The individual 

business commission for the Prevea360 Health Plan business line is paid at a rate of 6 - 10% for 

new business and 6 - 8% on renewal business. 

 The company determines premium rates using a variety of actuarial methods and 

models across the various segments of business.  The company uses historical data where 

credible and works with industry benchmarks and pricing models purchased from actuarial 

consulting firms when appropriate.  Experience for various segments is reviewed on a periodic 

basis.  This includes monthly, quarterly or annual cycles as appropriate for the segment.  

Adjustments to rating factors are made when experience is determined to be outside of 

expectations.  Any adjustments to premiums are reviewed for adequacy and approved by 

management. 
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III. MANAGEMENT AND CONTROL 

Board of Directors 

 The board of directors consists of 10 members.  The directors are elected annually to 

serve a three-year term.  Officers are appointed by the board of directors.  Members of the 

company's board of directors may also be members of other boards of directors in the holding 

company group.  The board chair currently receives $40,000 per year.  The board members 

currently receive $8,000 per year for serving on the board.  The Audit Committee chair receives 

an additional $800 per meeting; Audit Committee members receive an additional $400 per 

meeting.  The Finance Committee members receive an additional $600 per meeting. 

 The board of directors consists of the following persons as of the date of this exam: 

Name and Residence Principal Occupation Term Expires 
 
John M. Phelan, MD, Chair Cardiologist 2015 
Fitchburg, Wisconsin Dean St. Mary’s Outpatient Center 
 
Michelle A. Behnke Attorney 2015 
Madison, Wisconsin Michelle Behnke & Associates 
 
Mark A. Covaleski, PhD Professor 2017 
Madison, Wisconsin UW School of Business 
 
Gaurov Dayal, MD President Health Care Delivery,  2016 
St. Louis, Missouri Finance and Integration 
 SSM Health Care Corporation 
 
Chris D. Howard President Hospital Operations 2015 
Frontenac, Missouri SSM Health Care Corporation 
 
Ralph R. Kauten Lucigen Corporation 2016 
Madison, Wisconsin Chairman and CEO 
 
Jane K. Pearson, MD Cardiologist 2016 
Madison, Wisconsin Dean St. Mary’s Outpatient Center 
 
Shane H. Peng President Physician & Ambulatory 2017 
St. Louis, Missouri SSM Health Care of St. Louis 
 
John G. Rose, MD Ophthalmology & Plastic Surgery 2017 
Madison, Wisconsin Davis Duehr Dean; Aesthetic Surgery Center 
 
William P. Thompson President and CEO 2017 
St. Louis, Missouri SSM Health Care Corporation 
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Officers of the Company 

 The officers serving at the time of this examination are as follows:   

 Name Office 2014 Salary 
 
Frank L. Lucia President and CEO $605,538 
Donald A. Tuscany Treasurer and Controller 114,110 
Dean A. Sutton Secretary and General Counsel 124,818 
Kevin J. Borchert VP Pricing and Underwriting 291,794 
John C. McWilliams VP Strategy and Network Management 305,546 
Marcus A. Julian* VP Operations 0 
Robert K. Sanchez IT Execuitve Director 187,565 
 
* Marcus A. Julian commenced employment with the company on January 19, 2015. 
 
Committees of the Board 

 The company's bylaws allow for the formation of certain committees by the board of 

directors.  The committees at the time of the examination are listed below: 

Audit Committee Joint Finance Committee 
Ralph R. Kauten, Chair John M. Phelan, MD, Chair 
John M. Phelan, MD Mark A. Covaleski, PhD 
Mark A. Covaleski, PhD Ralph R. Kauten 
Michelle A. Behnke Frank L. Lucia* 

John C. McWilliams* 
 
 

 

* Non-voting committee member. 
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 The company has its own employees.  The organization and principal officers of the 

company at the time of the examination are reflected in the chart below. 

Dean Health Plan, Inc. 
Organizational Chart 

 

 

 

Note:  The dotted line represents additional reporting responsibilities related to the SSM 

integrated system functions. 
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Insolvency Protection for Policyholders 

 Under s. Ins 9.04 (6), Wis. Adm. Code, HMOs are required to either maintain 

compulsory surplus at the level required by s. Ins 51.80, Wis. Adm. Code, or provide for the 

following in the event of the company's insolvency: 

 1. Enrollees hospitalized on the date of insolvency will be covered until 
discharged; and 

 
 2. Enrollees will be entitled to similar, alternate coverage which does 

not contain any medical underwriting or preexisting limitation 
requirements. 

 
The company has met this requirement through its Parental Guaranty agreement with SSMHC, 

effective January 1, 2014.  Under the agreement SSMHC will contribute financial resources or 

guarantees to ensure the covered services continue to be furnished to enrollees under 

s. Ins 9.04, Wis. Adm. Code, in the event the company becomes insolvent. 
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IV.  AFFILIATED COMPANIES 

 The company is a member of a holding company system.  Its ultimate parent is SSM 

Health Care Corporation.  The organizational chart below depicts the relationships among the 

affiliates in the group.  A brief description of the significant affiliates of the company follows the 

organizational chart. 

Holding Company Chart 
As of December 31, 2014 

 

 
 
 
SSM Health Care Corporation 

 SSM Health Care Corporation is a not-for-profit health care delivery system based in 

St. Louis, Missouri.  The company owns and operates 20 hospitals, 62 outpatient care sites, 

2 long-term care facilities, comprehensive home care and hospice services, a health maintenance 

organization, and a national pharmacy benefits management company.  The corporation has a 

network of more than 8,500 physicians and more than 31,000 employees.  As of December 31, 

2014, the company’s consolidated audited financial statement reported assets of $6.0 billion, 

liabilities of $4.2 billion, and net assets of $1.8 billion.  Operations for 2014 produced net excess 
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Navitus Health 
Solutions, LLC



 16

of revenues over expenses of $142.5 million on revenues of $4.9 billion.  Excess of revenue over 

expenses attributable to non-controlling interest was $4.9 million. 

Dean Health Systems, Inc. 

 Dean Health Systems, Inc., and subsidiaries is a health care delivery system that 

provides health care services and coverage primarily to the residents of southern Wisconsin.  

DHS owns 100% of Dean Health Insurance, Inc., the parent of DHP.  Prior to 1995, DHS’ legal 

name was Dean Medical Center, S.C.  The organization uses the name “Dean Medical Center” 

for marketing purposes.  As of December 31, 2014, DHS’ unconsolidated, unaudited financial 

statement reported total assets of $356.9 million, total liabilities of $91.3 million, and total 

shareholders’ equity of $265.6 million.  Operations for 2014 produced net loss of $15.3 million on 

revenues of $1.2 billion. 

Dean Health Insurance, Inc. 

 Dean Health Insurance, Inc., was incorporated as a wholly owned subsidiary of Dean 

Health Plan, Inc., effective January 1, 1996.  Following a restructuring within members of the 

holding company, DHP became a wholly owned subsidiary of DHI, which is a subsidiary of Dean 

Health Systems, Inc.  Currently, the company writes Medicare Part D Employer Group Waiver 

line of business.  As of December 31, 2014, DHI’s statutory financial statements reported total 

assets of $97.6 million, total current liabilities of $0.6 million, and equity of $97.0 million.  

Operations for 2014 produced net loss of $13,668.  

Navitus Health Solutions, LLC 

 Navitus Health Solutions, LLC (Navitus) is a wholly owned subsidiary of Navitus 

Holdings, LLC, which in turn is 100% owned by Dean Health Systems, Inc.  Navitus provides 

pharmacy benefit management services to DHP.  As of December 31, 2014, the audited, GAAP 

financial statements reported assets of $191.0 million, total current liabilities of $158.9 million, 

and equity of $32.1 million.  Operations for 2014 produced a net income of $12.0 million on 

revenues of $67.9 million. 
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Affiliated Agreements 

 Dean Health Plan, Inc., has entered into numerous affiliated agreements.  Certain 

agreements are described below: 

 Cost Sharing Agreement between DHP and SSM Health Care Corporation, effective 
January 1, 2015.  Under the agreement, SSMHC will provide DHP with certain executive 
services incidental to the operations of DHP such as general management and general 
business administrative services and DHP will reimburse SSMHC for such services.  DHP will 
be billed on a monthly basis by SSMHC based on expense estimates.  The payment is 
adjusted for the actual expenses increased by reasonable inflation.  

 Service Agreement between DHP, DHS and SSM Health Care of Wisconsin, effective 
January 1, 2011.  Under this service agreement and as compensation for all provider 
services, DHP pays a capitation payment to DHS and SSMWI.  The capitation payment is 
calculated as a percentage of the premium charged to policyholders.  The capitation rate gets 
modified prospectively on an annual basis for the following year.  The contract may be 
terminated for breach of material provision following a 30-day written notice by the 
terminating party.  The agreement will terminate on December 31, 2025. 

 Medicare Advantage/Part D Pharmacy Benefit Management Services Agreement between 
DHP and Navitus Health Solutions, LLC, effective October 1, 2015.  Under this agreement 
Navitus is obligated to provide services related to pharmacy management and claims 
processing for DHP’s enrollees under Medicare Advantage - Part D Prescription Drug 
Program. 

 Network Organization and Administration Agreement between DHP, SSMWI, DHS, Prevea 
Clinic, Inc., and St. Vincent Hospital of the Hospital Sisters of the Third Order of St. Francis 
(St. Vincent), effective September 28, 2012.  The agreement establishes the formation of 
Prevea360 Network service area in Northeastern Wisconsin with an initial surplus of 
$10,250,000, where St. Vincent and Prevea Clinic, Inc., contributed 65%, or $6,662,500, 
through the purchase of surplus notes issued by DHP, and DHS and SSMWI participated 
35%, or $3,587,500, available out of DHP’s total surplus as and when needed to support 
premium written as part of the Prevea 360 Network.  Under this agreement, DHP is 
responsible for maintaining separate accounting for Prevea360 Network and providing 
insurance administrative services, including claims administration.  Pharmacy benefits to 
Prevea360 Network members are provided exclusively through Navitus Health Solutions, 
LLC.  The agreement is in force until December 31, 2019, and can be terminated by any of 
the parties by providing a notice two years prior to the expiration of the term. 

 Services and Support Agreement between DHP, DHI, SSMHC and DHS, effective January 1, 
2014.  Under the agreement DHP and DHI will provide the following services to DHS and 
SSMHC in exchange for fees or other consideration:  medical management services for 
participants in SSMHC’s self-insured health and benefit plans, medical, business and 
actuarial analytics, and consultation service related to Medicare inpatient care.  The following 
services will be provided by SSMHC and DHS to DHP and DHI:  computer and data 
processing for medical imaging decision support, software and information technology 
support, and access and use of contract management software, payroll administrative 
support, access to back-up care services.  The agreement can be terminated by either party 
at any time and for any reason by providing at least 30 days’ prior written notice to the other 
parties. 
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 Tax Allocation Agreement between DHS, DHI and DHP, effective January 1, 2009.  The tax 
liability shall be apportioned among all members of the affiliated group in accordance with the 
ratio which that portion of the consolidated tax liability attributable to each member of the 
group having tax liability bears to the consolidated tax return based on separate return 
calculations with current credit for net losses. 
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V.  REINSURANCE 

 The company has reinsurance coverage under the contract outlined below: 

1. Reinsurer: RGA Reinsurance Company 
 
Type: Specific Excess of Loss Reinsurance on behalf of DHS and SSMWI 
 
Effective date: 05/15/2015 
 
Retention: Aggregated Specific Deductible:  $850,000 
 Specific Deductible per Covered Person:  $1,300,000 
 Maximum Payable per Covered Person:  $10,000,000 
 Covered Expenses in Excess of Deductible:  90% 
 
Coverage: Commercial and Commercial Exchange Covered Persons 
 
Premium: Commercial Premium Rate:  $0.71 per person/per month 
 Commercial Exchange Premium Rate:  $0.90 per person/per month 
 Minimum Annual Premium:  $ 500,000 
 
Termination: 05/15/2016 
 

2. Reinsurer: RGA Reinsurance Company 
 
Type: Specific Excess of Loss Reinsurance on behalf of St. Vincent Hospital of 

the Hospital Sisters of the Third Order of St. Francis, Prevea Clinic, Inc. 
 
Effective date: 05/15/2015 
 
Retention: Specific Deductible per Covered Person:  $500,000 
 Maximum Payable per Covered Person:  $7,000,000 
 Covered Expenses in Excess of Deductible:  90% 
  
Coverage: Commercial and Commercial Exchange Covered Persons 
 
Premium: Commercial Premium Rate:  $3.04 per person/per month 
 Commercial Exchange Premium Rate:  $3.65 per person/per month 
 Minimum Annual Premium:  $500,000 
 
Termination: 05/15/2016 

 
 In addition, section 1341 of the Affordable Care Act (ACA) establishes a three-year 

reinsurance program to mitigate premium increases in the individual insurance markets resulting 

from individuals with very high health care costs purchasing insurance in the new exchanges.  In 

2014, a payment of $63 per covered life, or $5.25 per covered life per month, was assessed on 

every health insurance plan enrollee.  The payment is treated as reinsurance ceded for enrollees 

that qualify for reinsurance coverage (individual plans) and treated as an administrative expense 

for other enrollees.  The money collected is then used to reimburse insurers in the private market 
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for high-cost cases that reach beyond an attachment point, reimbursing the insurer for 80% of 

costs for claims between $45,000 and $250,000 per person. 

 Note:  On June 17, 2015, the Centers for Medicare and Medicaid Services (CMS) 

announced that the 2014 transitional reinsurance program would have a coinsurance rate of 

100%, rather than the originally stated 80%. 
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VI.  FINANCIAL DATA 

 The following financial statements reflect the financial condition of the company as 

reported to the Commissioner of Insurance in the December 31, 2014, annual statement.  

Adjustments made as a result of the examination are noted at the end of this section in the area 

captioned "Reconciliation of Capital and Surplus per Examination."  Also included in this section 

are schedules that reflect the growth of the company for the period under examination.   
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Dean Health Plan, Inc. 
Assets 

As of December 31, 2014 
 
 

Assets 
Nonadmitted 

Assets 
Net Admitted 

Assets 
    
Bonds  $  46,035,607 $                   $  46,035,607 

Common stocks  30,357,543  30,357,543 
Real estate:    

Properties occupied by the company 13,785,627  13,785,627 
Cash, cash equivalents and short-term 

investments 45,863,444  45,863,444 
Investment income due and accrued 608,676  608,676 
Uncollected premiums and agents' balances 

in the course of collection 9,384,053 219,827 9,164,226 
Deferred premiums, agents' balances and 

installments booked but deferred and not 
yet due    

Accrued retrospective premiums 41,927  41,927 
Amounts recoverable from reinsurers 16,895,922  16,895,922 
Net deferred tax asset 7,419,408  7,419,408 
Electronic data processing equipment and 

software 29,456,071 27,275,317 2,180,754 
Furniture and equipment, including health 

care delivery assets 2,401,505 2,401,505  
Receivables from parent, subsidiaries and 

affiliates 16,725 16,725  
Health care and other amounts receivable 6,103,138 349,077 5,754,061 
Aggregate write-ins for other than invested 

assets      3,531,855     3,316,178         215,677 
    
Total Assets  $211,901,502 $33,578,629 $178,322,873 
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Dean Health Plan, Inc. 
Liabilities and Net Worth 
As of December 31, 2014 

 
Claims unpaid  $    4,584,504  
Accrued medical incentive pool and bonus payments   (6,971,618) 
Unpaid claims adjustment expenses   201,367 
Premiums received in advance   17,680,454 
General expenses due or accrued   24,297,897 
Current federal and foreign income tax payable and interest 

thereon  3,609,820 
Ceded reinsurance premiums payable  1,385,800 
Amounts withheld or retained for the account of others   1,663,140 
Remittance and items not allocated  1,407,311 
Amounts due to parent, subsidiaries and affiliates   5,073,364 
Payable for securities lending  110,208 
Liability for amounts held under uninsured accident and 

health plans  11,052 
Aggregate write-ins for other liabilities (including 

$31,992,116 current)       31,992,116 
Total liabilities  85,045,415 
 
Aggregate write-ins for special surplus funds $22,076,232  
Common capital stock  175,000  
Gross paid in and contributed surplus  15,000,000  
Surplus notes  6,662,500  
Unassigned funds (surplus)    49,363,726  
Total capital and surplus       93,277,458 
   
Total Liabilities, Capital and Surplus   $178,322,873 
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Dean Health Plan, Inc. 
Statement of Revenue and Expenses 

For the Year 2014 
 
Net premium income   $1,141,150,034    
Aggregate write-ins for other health care-related 

revenues   792,953 
Aggregate write-ins for other non-health revenues         18,697,494 
Total revenues   1,160,640,481 
Medical and hospital:   

Hospital/medical benefits $   657,763,663  
Other professional services 84,566,929  
Outside referrals 2,907,029  
Emergency room and out-of-area 188,793,967  
Prescription drugs 91,483,776  
Incentive pool and withhold adjustments        (6,280,031)  
Subtotal 1,019,235,333  

Less   
Net reinsurance recoveries        16,895,922  

Total medical and hospital 1,002,339,411  
Claims adjustment expenses 16,520,519  
General administrative expenses      121,252,923  
Total underwriting deductions    1,140,112,853 
Net underwriting gain or (loss)  20,527,628 
Net investment income earned 2,808,087  
Net realized capital gains or (losses)          1,776,768  
Net investment gains or (losses)  4,584,855 
Net gain or (loss) from agents' or premium balances 

charged off   (3,302)
Aggregate write-ins for other income or expenses         (18,749,196)
Net income or (loss) before federal income taxes   6,359,984 
Federal and foreign income taxes incurred            6,176,647 
   
Net income (loss)   $          183,337 
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Dean Health Plan, Inc. 
Capital and Surplus Account 

For the Four-Year Period Ending December 31, 2014 
 

 2014 2013 2012 2011 
     
Capital and surplus, 

beginning of year  $86,642,945 $89,007,323 $81,547,977 $82,345,267 
Net income (loss) 183,337 31,978,159 (1,298,670) (1,535,642) 
Change in net unrealized 

capital gains/losses (545,792) (18,737,325) 9,768,991 1,526,919 
Change in net deferred 

income tax 1,662,979 (1,719,792) 5,533,404 (1,094,255) 
Change in nonadmitted 

assets (4,666,012) (7,971,637) (13,206,880) 305,688 
Change in surplus notes   6,662,500  
Surplus adjustments:     
    Paid in 10,000,000    
Dividends to 

stockholders                        (5,913,783)                                           
     
Surplus, End of Year $93,277,458 $86,642,945 $89,007,323 $81,547,977 
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Dean Health Plan, Inc. 
Statement of Cash Flows 
As of December 31, 2014 

 
 
Premiums collected net of reinsurance  $1,122,370,322    
Net investment income  3,475,690 
Miscellaneous income         19,490,446 
Total    1,145,336,458 
Less:   

Benefit- and loss-related payments $1,028,144,680  
Commissions, expenses paid and 

aggregate write-ins for 
deductions 128,116,356 

 

Dividends paid to policyholders   
Federal and foreign income taxes 

paid (recovered) $915,305 net 
tax on capital gains (losses)            739,403 

 

Total    1,157,000,439 
Net cash from operations  (11,663,981) 
Proceeds from investments sold, 

matured or repaid: 
  

Bonds $  8,781,307   
Stocks 25,003,423   
Miscellaneous proceeds        110,208   

Total investment proceeds  33,894,939  
Cost of investments acquired—long-

term only: 
   

Bonds 12,086,742   
Stocks 24,818,796   
Real estate     6,515,483   
Total investments acquired       43,421,020  

Net cash from investments  (9,526,081) 
Cash provided/applied:   

Surplus notes, capital notes   
Capital and paid in surplus, less 

treasury stock 10,000,000 
 

Other cash provided (applied)            880,891  
Net cash from financing and 

miscellaneous sources 
 

       10,880,892 
Net change in cash, cash equivalents, 

and short-term investments 
 

(10,309,169) 
Cash, cash equivalents, and short-

term investments: 
  

Beginning of year         56,172,613 
   
End of Year  $     45,863,444 
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Growth of Dean Health Plan, Inc. 
 

     Medical  
   Capital and Premium Expenses Net 

Year Assets Liabilities Surplus Earned Incurred Income 
       

2014 $178,322,873 $85,045,415 $93,277,458 $1,141,150,034 $1,002,339,411 $     183,337 
2013 159,621,248 72,978,303 86,642,945 1,075,863,163 983,081,820 31,978,159 
2012 151,817,005 62,809,682 89,007,323 1,041,582,677 948,952,035 (1,298,670)
2011 137,436,021 55,888,045 81,547,977 1,020,165,576 949,336,020 (1,535,642)
2010 132,996,576 50,651,309 82,345,267 954,033,539 892,970,951 8,578,483 

 
 

  Medical Administrative Change 
 Profit Expense Expense in 

Year Margin Ratio Ratio Enrollment 
     

2014 0.0% 87.8% 11.9% 4.7% 
2013 2.9 91.3 9.6 0.0 
2012 (0.1) 91.0 9.3 (1.2) 
2011 (0.1) 93.0 7.6 6.6 
2010 0.9 93.4 6.2 (2.3) 

 
 

Enrollment and Utilization 
 

   Average 
  Hospital Length 

Year Enrollment Days/1,000 of Stay 
    

2014 268,766 536.45 6.4 
2013 256,885 557.58 6.7 
2012 257,273 493.90 6.0 
2011 260,381 458.89 6.0 
2010 244,142 401.58 5.3 
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Per Member Per Month Information 
 

Percentage 
2014 2013 Change 

Premiums: 
Commercial individual $249.75 $174.85 42.8% 
Commercial group 427.01 411.56 3.8 
Medicare supplement 113.99 116.79 -2.4 
Federal employees benefit program 626.08 563.62 11.1 
Medicaid 134.37 168.79 -20.4 

Aggregate PMPM premium 360.18 353.27 2.0 

Expenses: 
Hospital/medical benefits 207.61 197.08 5.3 
Other professional services 26.69 25.53 4.5 
Outside referrals 0.92 0.45 104.4 
Emergency room and out-of-area 59.59 68.81 -13.4 
Prescription drugs 28.88 24.34 18.7 
Incentive pool and withhold 

adjustments (1.98)  (0.96) 106.3 

Less:  Net reinsurance recoveries       (5.33)       0.00 100.0 
Total medical and hospital 316.38 315.25 0.4 

Claims adjustment expenses 5.21 5.48 -4.9 
General administrative expenses     38.27     28.47 34.4 
     
Total Underwriting Deductions $359.86 $349.20 3.1 

 

DHP had favorable operating performance in two out of four years during the period 

under examination.  The company had net loss from operations in 2011 and 2012 mostly due to 

the underwriting losses reported in these years.  Although 2013 resulted in $9.7 million 

underwriting loss, the company reported net income of $32 million.  The exceptional operating 

results were attributed to the extraordinary dividend received from Navitus Health Solutions, LLC, 

a wholly owned subsidiary of DHP.  At year-end 2013, DHP transferred its entire ownership in 

Navitus Health Solutions, LLC, and Navitus Holdings, LLC, to DHS. 

The unfavorable underwriting performance in 2011, 2012 and 2013 was due to the 

increase in total hospital and medical expenses from $892 million in 2010 to $983 million in 2013.  

Administrative expenses alone increased from $45 million in 2010 to $87 million in 2013 and 

$121 million in 2014 due to an increase in wages, other consulting services, professional fees 

and EDP equipment and software.  In 2014, the company returned to underwriting profitability 

due to the increase in premium revenues and the reinsurance recoveries received from the U.S. 



 29

Department of Health and Human Services (HHS) under the transitional reinsurance program 

established with the Affordable Care Act of 2010. 

Earned premium revenues increased 21.5% since 2010 due to the increased 

membership and annual premium rate increases.  Enrollment increased 10.2% since 2010 due 

primarily to the addition of new service areas in northern Wisconsin under the Prevea360 Health 

Plan business line.  In 2014, DHP reported premium per member per month of $360.18 and 

claims per member per month of $316.37.  The general administrative expenses per member per 

month increased by 34.42%, from $28.47 in 2013 to $38.27 in 2014, mainly due to the inclusion 

of ACA expense in 2014 including Patient-Centered Outcomes Research Institute (PCORI), 

exchange user, reinsurance and risk adjustment fees, resulting in general administrative 

expenses increasing by 30% from prior year. 

Surplus increased by 13.3% over the past four years to $93.3 million in 2014.  

Combined ratio was 99.7%.  

Financial Requirements 

 The financial requirements for an HMO under s. Ins 9.04, Wis. Adm. Code, are as 

follows: 

    Amount Required 
 
1. Minimum capital or Either: 
 permanent surplus  $750,000, if organized on or after July 1, 1989 
  or 
   $200,000, if organized prior to July 1, 1989 
 
2. Compulsory surplus The greater of $750,000 or: 
 
   If the percentage of covered liabilities to total liabilities is 

less than 90%, 6% of the premium earned in the previous 
12 months; 

 
   If the percentage of covered liabilities to total liabilities is at 

least 90%, 3% of the premium earned in the previous 
12 months 

 
3. Security surplus The greater of: 
   140% of compulsory surplus reduced by 1% of compulsory 

surplus for each $33 million of additional premiums earned 
in excess of $10 million 

  or 
   110% of compulsory surplus 
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Covered liabilities are those due to providers who are subject to statutory hold-harmless 

provisions. 

 The company's calculation as of December 31, 2014, is as follows: 

Assets $  178,322,873 
Less:  

Special deposit 12,159,583 
Liabilities       85,045,415 

  
Assets available to satisfy surplus requirements  $81,117,875
  
Net premium earned $28,824,960 1,002,389,162 
Compulsory factor 10% 3% 
  
Compulsory surplus    32,954,171
  
Compulsory Surplus Excess/(Deficit)  $48,163,704
  
  
Assets available to satisfy surplus requirements  $81,117,875
  
Compulsory surplus  $    32,954,171 
Security factor                   110% 
   
Security surplus     36,249,588
   
Security Surplus Excess/(Deficit)   $44,868,287
 
 In addition, there is a special deposit requirement equal to the lesser of the following: 

 1. An amount necessary to maintain a deposit equaling 1% of premium 
written in this state in the preceding calendar year; 

 
 2. One-third of 1% of premium written in this state in the preceding 

calendar year. 
 
The company has satisfied this requirement for 2014 with a deposit of $12,159,583 with the State 

Treasurer. 
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Reconciliation of Capital and Surplus per Examination 

 No adjustments and reclassifications were made to surplus as a result of the 

examination.  The amount of surplus reported by the company as of December 31, 2014, is 

accepted. 



 32

VII.  SUMMARY OF EXAMINATION RESULTS 

Compliance with Prior Examination Report Recommendations 

 There were two specific comments and recommendations in the previous 

examination report.  Comments and recommendations contained in the last examination report 

and actions taken by the company are as follows: 

1. Affiliated Transactions—It is again recommended that the health plan properly file 
transactions at least 30 days prior to the effective date as required by s. Ins 40.04, Wis. 
Adm. Code. 
 

 Action—Compliance 
 
2. HIRSP Accrual—It is recommended that the health plan accrue for the HIRSP assessment 

at year-end to comply with SSAP No. 35 (4) and SSAP No. 5 (3). 
 

 Action—The HIRSP program ended as of March 31, 2014. 
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Summary of Current Examination Results 

 This section contains comments and elaboration on those areas where adverse 

findings were noted or where unusual situations existed.  Comment on the remaining areas of the 

company's operations is contained in the examination work papers. 

Executive Compensation 

 The state of Wisconsin requires all domestic insurance companies to file a Report on 

Executive Compensation pursuant to ss. 601.42 and 611.63 (4), Wis. Stat.  The report should 

include annual compensation of each director, the chief executive officer, four most highly paid 

officers or employees, and all officers and employees of the insurer whose remuneration 

exceeded a specified amount.  For Dean Health Plan, Inc., this amount was $100,000. 

 According to s. 611.63 (4), Wis. Stat., the amount of all direct and indirect 

remuneration for services is to include retirement and other deferred compensation benefits paid 

or accrued each year for the benefit of each director and each officer and employee whose 

remuneration exceeds the specified amount. 

 The examination review of executive compensation disclosed that the company did 

not include the employer’s portion of paid health insurance benefits as well as the employer's 

contribution to deferred compensation retirement plans in the Report on Executive 

Compensation.  It is recommended that the company properly complete the Report on Executive 

Compensation as required by s. 611.63 (4), Wis. Stat.  
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VIII. CONCLUSION 

Dean Health Plan, Inc., is one of the largest health maintenance organizations in the 

state of Wisconsin.  The company provides primary and specialty health care services through an 

integrated health system business model that includes a network of practitioners, clinics, and 

hospitals. 

During the period of examination, the company continued to maintain a significant 

market share in south central Wisconsin and expanded its services in the northeastern part of the 

state through the development of the Prevea360 Health Plan business product line.  The 

company participates in a BadgerCare Plus program and government health program through 

CMS acting as a Part B carrier and providing Medicare supplementary coverage.  The company 

has been historically profitable and has had stable member growth in the past four years. 

As of December 31, 2014, the company reported assets of $178,322,873, liabilities of 

$85,045,415 and surplus of $93,277,873.  The company is a part of a holding company system 

owned by a multi-state health care system, SSM Health Care Corporation. 

The company complied with the two recommendations from the previous examination 

report. 
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IX.  SUMMARY OF COMMENTS AND RECOMMENDATIONS 

 1. Page 33 - Executive Compensation—It is recommended that the company properly 
complete the Report on Executive Compensation as required by s. 611.63 
(4), Wis. Stat. 
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