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State of Wisconsin / OEFICE OF THE COMMISSIONER OF INSURANCE

125 South Webster Street e P.O. Box 7873

Scott Walker, Governor Madison, Wisconsin 53707-7873
Theodore K. Nickel, Commissioner Phone: (608) 266-3585 o Fax: (608) 266-9935
February 27, 2015 E-Mail: ociinformation@wisconsin.gov

Wisconsin.gov Web Address: oci.wi.gov

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:

INDEPENDENT CARE HEALTH PLAN
Milwaukee, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of Independent Care Health Plan (the company or iCare)
was conducted in 2011 as of December 31, 2010. The current examination covered the
intervening period ending December 31, 2013, and included a review of such 2014 transactions
as deemed necessary to complete the examination.
The examination was conducted using a risk-focused approach in accordance with

the NAIC Einancial Condition Examiners Handbook, which sets forth guidance for planning and

performing an examination to evaluate the financial condition and identify prospective risks of an
insurer. This approach includes the obtaining of information about the company including
corporate governance, the identification and assessment of inherent risks within the company,
and the evaluation of system controls and procedures used by the company to mitigate those
risks. The examination also included an assessment of the principles used and significant

estimates made by management, as well as an evaluation of the overall financial statement



presentation and management’s compliance with statutory accounting principles, annual
statement instructions, and Wisconsin laws and regulations.

The examination consisted of a review of all major phases of the company's
operations and included the following areas:

History

Management and Control

Corporate Records

Conflict of Interest

Fidelity Bonds and Other Insurance

Provider Contracts

Territory and Plan of Operations

Affiliated Companies

Growth of the Company

Reinsurance

Financial Statements

Accounts and Records

Data Processing

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.



Il. HISTORY AND PLAN OF OPERATION

Independent Care Health Plan is described as a for-profit mixed model health
maintenance organization (HMO) insurer. An HMO insurer is defined by s. 609.01 (2), Wis. Stat.,
as". .. ahealth 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 mixed model, the company has
a delivery system consisting of integrated delivery systems, clinics and/or independent
contracting providers operating out of their separate offices. HMOs compete with traditional fee-
for-service health care delivery.

The company was incorporated on April 22, 2003, and commenced business on
June 18, 2003. The company is a joint venture equally controlled by Humana, Inc., and the
Milwaukee Center for Independence. Humana, Inc., is an insurance holding company which
provides indemnity insurance, managed health care insurance and specialty service products
through the operations of its subsidiary companies. Humana, Inc., is incorporated in the state of
Delaware and based in Louisville, Kentucky. Milwaukee Center for Independence is a mission-
driven, not-for-profit organization, based in Milwaukee, Wisconsin, that provides programs and
services to children and adults with disabilities and special needs.

The company offers comprehensive health and social service programs for
individuals ages 19 and over with special needs who receive both Medicare and Medicaid (dual
eligibles). The company is currently the largest provider of health care services for people with
special needs in Wisconsin. The company reports more than 8,000 Medicaid Supplemental
Security Income (SSI) members.

The company offers multiple products under the Medicare and Medicaid lines. The
company introduced a Medicare Advantage-Special Needs Plan (MA-SNP) in 2007 which covers
major medical and pharmacy costs of people dually eligible for Medicare and Medicaid. The
MA-SNP enroliment increased from 4,718 as of December 31, 2012, to 5,037 as of

December 31, 2013.



The company began offering a Medicaid BadgerCare product in 2009. BadgerCare
is a state program that is only available to individuals and/or families that meet certain income
and access requirements as determined by the state of Wisconsin. The company’s BadgerCare
enrollment decreased from 1,344 members as of December 31, 2012, to 978 members as of
December 31, 2013.

The company added a Family Care Partnership (FCP) product in 2010. This product
is an integrated Medicaid and Medicare managed care program that provides long-term care in
addition to the primary and acute managed health care benefits provided under the MA-SNP or
Medicaid SSI coverage. The company’s FCP membership increased from 669 members as of
December 31, 2012, to 763 members as of December 31, 2013.

The company'’s original business plan includes contracting with the Wisconsin
Department of Health Services (DHS) to provide benefits to Medicaid Supplemental Security
Income (SSI) disabled residents, including dual eligibles and Medicaid-only residents enrolled in
the Medicaid Title XIX program. The company utilizes multiple hospitals, clinics, and health care
providers to deliver these services in accordance with outlined Medicare and Medicaid guidelines.
These services include primary and specialty care as outlined in the Medicare and Medicaid
agreements.

The company has expanded its business territory during the examination period. The
company added the counties of Dane, Dodge, Door, Fond du Lac, Jefferson, Oconto, and
Shawano during the period examined. The company has also added Calumet, Kewaunee,
Marinette, Menominee, and Sauk counties effective January 1, 2015, subsequent to the
examination period. The company’s business territory is 25 counties with the 2015 additions.
The company has also received licensure to operate in the state of Illinois during 2014,
subsequent to the examination period. The company does not currently have any active
business in the state of lllinois. The Medicare bid submitted in 2015 would not enroll members in
lllinois until 2016 at the earliest.

The company provides primary and specialty health care services by contracting with

primary care physicians, specialty care physicians, ancillary providers and hospitals. The



company utilizes over 4,000 contracted physicians. Physician services are reimbursed on a
contractual fee-for-service basis.

The company’s primary and specialty care provider contracts cover all medically
necessary covered Medicare and Medicaid services as outlined in the company’s contracts with
the Wisconsin Department of Health Services and the Centers for Medicare and Medicaid
Services (CMS). Providers are required to be available to provide services to enrollees on a
readily available and accessible basis, including, but not limited to, the provider's normal business
hours. The contracts require that services shall be available and accessible to enrollees on an
emergency basis 24 hours per day, 7 days per week.

The provider contracts contain hold-harmless provisions that prohibit the provider
from seeking to recover health care costs from an enrollee. Providers are not allowed to bill,
charge, collect a deposit from, seek remuneration or compensation from, file, or threaten to file
with a credit reporting agency or have any recourse against an enrollee. This provision also
remains in effect if the company becomes insolvent, breaches the agreement or no payment is
received from DHS or CMS. Providers are allowed to recover amounts due that are a result of
any deductibles or copayments, or for premiums owed under the policy issued by the company.

The company currently contracts with the following IPAs:

ProHealth Solutions

Premium Healthcare

Columbia St. Mary’s Physician Network

The company’s current listing of contracting clinics is included in Appendix .

The contracts include hold-harmless provisions for the protection of policyholders.
The contracts generally have a one-year term and may be terminated with or without cause. The
provisions for termination notices are included in the contracts.

The company contracts with 50 hospitals to provide inpatient services. Hospitals are
reimbursed on a diagnosis related group (DRG) or a discounted fee-for-service basis. The

contracts include hold-harmless provisions for the protection of policyholders.



The following is a listing of contracting hospitals that provide inpatient care. The

listing is as of the report date.

Appleton Medical Center

Aurora BayCare Health Center*

Aurora Health Center*

Aurora Lakeland Medical Center

Aurora Medical Center Grafton

Aurora Medical Center Summit

Aurora Memorial Hospital of Burlington

Aurora Psychiatric Hospital

Aurora West Allis Medical Center*

Bellin Memorial Hospital

Bellin Psychiatric Center

Children's Hospital of Wisconsin —
Fox Valley

CHN Medical Center

Columbia St. Mary’s Hospital

Froedtert Memorial Lutheran Hospital

Meriter Hospital Inc.

*Notes hospitals with multiple locations

According to its business plan at the time of the report, the company’s service area is comprised

of the following Wisconsin counties:

Brown
Calumet*
Dane

Dodge

Door

Fond du Lac
Jefferson
Kenosha
Kewaunee*

Midwest Orthopedic Specialty Hospital
New London Family Medical Center
Oconomowoc Memorial Hospital*
Oconto Hospital & Medical Center
Post Acute Specialty Hospital
Rehabilitation Hospital of Wisconsin
Shawano Medical Center

St. Clare Hospital & Health Service

St. Mary’s Hospital Medical Center

St. Nicholas Hospital

Theda Clark Medical Center
University of Wisconsin Hospital & Clinic*
Waukesha Memorial Hospital
WFHC St. Francis Hospital
Wheaton Franciscan Healthcare*
Wild Rose Community Hospital

Manitowoc Shawano
Marinette* Sheboygan
Menominee* Walworth
Milwaukee Washington
Oconto Waukesha
Outagamie Waupaca
Ozaukee Winnebago
Racine

Sauk*

*Notes counties that have been added to the company’s service area subsequent to

December 31, 2013.



The company offers comprehensive health care coverage which may be changed by
riders to include deductibles and copayments. The following basic health care coverages are
provided:

Physician services

Inpatient services

Outpatient services

Mental health, drug, and alcohol abuse services
Ambulance services

Special dental procedures (oral surgery)
Prosthetic devices and durable medical equipment
Newborn services

Home health care

Preventive health services

Family planning

Hearing exams and hearing aids

Diabetes treatment

Routine eye examinations

Convalescent nursing home service

Prescription drugs

Cardiac rehabilitation, physical, speech, and/or occupational therapy
Physical fitness or health education

Kidney disease treatment

Certain transplants (Medicare)

Chiropractic services

Personal care worker service (Medicaid)

Routine transportation to / from medical appointments (Medicaid)



. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of nine members. The board contains four members
from each holding company entity and one independent member. All directors are elected
annually to serve a one-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

HMO group. The board members currently do not receive compensation for serving on the

board.

The board of directors as of December 31, 2013, consists of the following persons:

Name and Residence

Principal Occupation

Term Expires

Howard Garber President Annually
River Hills, Wi Milwaukee Center for Independence

Richard Zalewski Vice President Annually
Franklin, WI Milwaukee Center for Independence

John Moats Business Development Leader Annually
Mequon, WI Humana, Inc.

Elwood Kleaver Independent Board Member Annually
Boise, ID

James Hartwig Board Member Annually
Fox Point, WI Milwaukee Center for Independence

Vanessa Olson Actuarial Director Annually
Louisville, KY Humana, Inc.

Anita Holloway Market VP & Medical Officer Wl & MI Market Annually
Milwaukee, WI Humana, Inc.

Alex Chou Chief Operating Officer Annually
Mequon, WI Milwaukee Center for Independence

Cheri Greenfield-LaTour Director Primary Care Operations Annually

DePere, WI

Humana, Inc.



Officers of the Company
The officers appointed by the board of directors and serving at the time of this

examination are as follows:

Name Office 2013 Salary
Thomas Lutzow President/CEO $277,106
Craig Steffes Chief Financial Officer 186,228
Elizabeth Bartlett General Counsel 178,283
William Jensen VP Marketing & Sales 155,846
Vinay Pandey Chief Information Officer 155,088
Don Slowik VP Analytics 146,772

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 Finance Committee

Richard Zalewski, Chair Vanessa Olson, Chair

Elwood Kleaver Elwood Kleaver

John Moats Richard Zalewski

Corporate Structure Systems and Tech. Committee
Elwood Kleaver, Chair John Moats, Chair

John Moats Elwood Kleaver

James Hartwig Richard Zalewski

Enrollee Advisory Committee
Anita Holloway, Chair

Alex Chou

Cheri Greenfield-LaTour

Organizational Structure
The company has its own employees. The company is functionally organized into
the following departments, under the direction of the President/CEO:

Accountable Care
Analytics

Compliance

Finance

General Counsel
Human Resources
Information Technology
Marketing & Sales
Medical Director

The company had two major TPA agreements in place during the period under

examination. The claims processing agreement with The TriZetto Group covers primarily all



medical and long-term care claims processing functions. This includes the claims processing
software (QNXT), hosting the software and staffing for a significant part of the claims processing
activities. The claims processing agreement also includes claims front-end functions such as
claims receipts and claims data entry, as well as back- end functions such as printing and mailing
of checks, EOP’s and EOB’s. The TriZetto Group also issues ID cards and other necessary
member materials. The agreement with The TriZetto Group was effective September 30, 2010,
and remained in effect for the period under examination.

The company also had a TPA agreement with Medimpact which administered all
pharmacy benefits on behalf of the company. This included obtaining contracts with pharmacies,
adjudicating pharmacy claims and issuing pharmacy claims payments. The agreement was
effective January 1, 2010, for a three-year term and amended in 2011 to extend through
December 31, 2014.

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 reinsurance contract, as discussed in the

“Reinsurance” section of this report.

10



IV. AFFILIATED COMPANIES
The company is a member of a holding company system. The ultimate parent
companies are Humana, Inc., and Milwaukee Center for Independence. Each company owns
50% of Independent Care Health Plan. 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, 2013

Milwaukee Center

Humana, Inc.
’ for Independence

New Health

CareNetwork, Inc. .
Services, Inc.

Independent Care
Health Plan

50%

50%

Humana, Inc.

Humana, Inc., is an insurance holding company which provides indemnity insurance,
managed health care insurance, and specialty service products through the operations of its
subsidiary companies. The company is incorporated in the state of Delaware and based in
Louisville, Kentucky. As of December 31, 2013, the company’s GAAP-basis audited financial
statement reported assets of $20.7 billion, liabilities of $11.4 billion, and shareholder equity of

$9.3 billion. Operations for 2013 produced net income of $1.2 billion on revenues of $41.3 billion.
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Milwaukee Center for Independence

Milwaukee Center for Independence is a mission driven non-profit located in
Milwaukee, Wisconsin. As of December 31, 2013, the company’s audited financial statement
reported assets of $49,744,102, liabilities of $17,596,036, and total net assets of $32,148,066.
Operations for 2013 produced an increase in net assets of $452,859 on revenues of $66,572,360.
Affiliated Agreements

The company has a Long-Term Care Services Agreement with Milwaukee Center for
Indpendence. This agreement has an effective date of August 17, 2009. This agreement allows
Milwaukee Center for Independence to provide adult day care, skilled nursing services, daily
living skills, day services and treatment, financial management services, meal services,
prevocational services and vocational futures planning to members of the company’s Family Care
Partnership plan. This agreement is to remain effective until terminated by either party.

The company has an Independent Agent/Agency/Broker Agreement with Humana
MarketPoint. This agreement has an effective date of August 26, 2011. The agreement allows
Humana MarketPoint to act as an agent for the company’s Medicare Advantage products. The

agreement is to remain in effect until terminated by either party.
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V. REINSURANCE

The company has reinsurance coverage under the contract outlined below:

Reinsurer: HM Life Insurance Company

Type: Specific Excess of Loss Reinsurance

Effective date: January 1, 2014

Retention: $225,000 per member per agreement year

Coverage: 90% of eligible expenses incurred per member per contract year that

exceed the retention point up to the contract maximum of $2,000,000
per member per agreement year

Premium: Premiums on a per member per month basis
Medicaid Only $1.11
Medicaid Dual — no iCare SNP .63
SNP with iCare Medicaid 2.55
SNP without iCare Medicaid 1.91
BadgerCare 1.09
Termination: December 31, 2014

The reinsurance policy has an endorsement containing the following insolvency
provisions:

1. HM Life Insurance Company will continue plan benefits for members
who are confined in an acute-care hospital on i) the date of
insolvency until their discharge or ii) the date the member becomes
covered for health coverage or benefits under another group or
blanket policy or plan or any federal, state, or local governmental
plan or program or iii) 365 days from the date in which the
company’s insolvency occurs.

2. HM Life Insurance Company will continue plan benefits for any
member insured plan until the end of the contract period for which
premiums have been paid to plan by that member or on his behalf.

3. Inthe event the company shall become insolvent while the
agreement is in force, the aggregate maximum liability of HM Life
Insurance Company pursuant to this insolvency provision shall be
$5,000,000.

13



VI. FINANCIAL DATA
The following financial statements reflect the financial condition of the company as
reported in the December 31, 2013, annual statement to the Commissioner of Insurance. Also
included in this section are schedules that reflect the growth of the company for the period under
examination. 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."
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Independent Care Health Plan
Assets
As of December 31, 2013

Nonadmitted Net Admitted

Assets Assets Assets

Bonds $31,463,560 $ $31,463,560
Cash, cash equivalents and short-term

investments 17,111,788 17,111,788
Investment income due and accrued 263,850 263,850
Uncollected premiums and agents' balances

in the course of collection 43,866 23,120 20,746
Accrued retrospective premiums 3,576,533 3,576,533
Amounts receivable relating to uninsured

plans 924,471 924,471
Net deferred tax asset 982,093 219,552 762,541
Electronic data processing equipment and

software 1,767,927 1,638,246 129,681
Furniture and equipment, including health

care delivery assets 519,710 519,710
Health care and other amounts receivable 3,170,131 1,326,890 1,843,241
Aggregate write-ins for other than invested

assets 301,542 301,542
Total Assets $60,125,471 $4,029,060 $56,096,411

Liabilities and Net Worth
As of December 31, 2013

Claims unpaid $31,245,087
Unpaid claims adjustment expenses 472,471
General expenses due or accrued 1,615,024
Current federal and foreign income tax payable and interest

thereon 497,147
Amounts withheld or retained for the account of others 14,335
Aggregate write-ins for other liabilities [including $(0)current] 1,418,332
Total liabilities 35,262,396
Common capital stock $ 2
Gross paid in and contributed surplus 4,271,027
Unassigned funds (surplus) 16,562,986
Total capital and surplus 20,834,015
Total Liabilities, Capital and Surplus $56,096,411

15



Independent Care Health Plan
Statement of Revenue and Expenses
For the Year 2013

Net premium income $174,320,070
Medical and Hospital:

Hospital/medical benefits $123,898,899

Other professional services 3,516,665

Prescription drugs 11,120,001

Aggregate write-ins for other medical and hospital 10,711,374
Total medical and hospital 149,246,939
Claims adjustment expenses 12,850,139
General administrative expenses 11,576,463
Total underwriting deductions 173,673,541
Net underwriting gain or (loss) 646,529
Net investment income earned 637,335
Net realized capital gains or (losses) (146,310)
Net investment gains or (losses) 491,025
Net income or (loss) before federal income taxes 1,137,554
Federal and foreign income taxes incurred 496,575
Net income (loss) $ 640,979

16



Independent Care Health Plan
Capital and Surplus Account
For the Three-Year Period Ending December 31, 2013

2013 2012 2011
Capital and surplus, beginning of year $20,318,641 $17,895,792 $18,248,439
Net income (loss) 640,979 1,574,230 3,565,566
Change in net deferred income tax 261,963 (43,920) (1,451,916)
Change in nonadmitted assets (387,568) 892,539 (1,966,297)
Dividends to stockholders (500,000)
Surplus, End of Year $20,834,015 $20,318,641 $17,895,792

17



Independent Care Health Plan
Statement of Cash Flows
As of December 31, 2013

Premiums collected net of reinsurance
Net investment income
Total
Less:
Benefit- and loss-related payments
Commissions, expenses paid and aggregate
write-ins for deductions
Federal and foreign income taxes paid (recovered)
$0 net tax on capital gains (losses)

Total
Net cash from operations

Proceeds from investments sold, matured or repaid:
Bonds

Cost of investments acquired—Ilong-term only:
Bonds

Net cash from investments

Cash provided/applied:
Other cash provided (applied)

Net change in cash, cash equivalents, and short-term
investments

Cash, cash equivalents, and short-term investments:
Beginning of year

End of Year

18

$148,554,960
26,956,757

285,237

5,446,024

7,309,893

$173,923,717
1,209,261
175,132,978

175,796,954
(663,976)

(1,863,870)

2,562,025
34,179

17,077,609

——

$ 17,111,788



Growth of Independent Care Health Plan
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Medical
Capital and Premium Expenses Net
Year Assets Liabilities Surplus Earned Incurred Income
2013 $56,096,411 $35,262,396  $20,834,015 $174,320,070 $149,246,939 $ 640,979
2012 54,511,864 34,193,223 20,318,641 162,808,360 136,225,909 1,574,230
2011 51,526,117 33,630,325 17,895,792 145,533,451 122,901,180 3,565,566
2010 68,780,512 50,532,073 18,248,439 141,698,483 116,473,879 2,356,995
Medical Administrative Change
Profit Expense Expense in
Year Margin Ratio Ratio Enroliment
2013 0.4% 85.6% 14.0% (2.3)%
2012 1.0 83.7 15.1 1.4)
2011 2.4 84.4 145 (0.4)
2010 1.7 82.2 14.2 (15.5)
Enrollment and Utilization
Average
Hospital Length
Year Enrollment Days/1,000 of Stay
2013 15,049 2,435 6.0
2012 15,409 2,261 5.6
2011 15,620 2,423 5.8
2010 15,682 1,919 5.2
Per Member Per Month Information
Percentage
2013 2012 Change
Premiums:
Medicare $1,279.00 $1,209.60 5.7%
Medicaid 784.57 737.32 6.4
Expenses:
Hospital/medical benefits 678.36 609.92 11.2
Other professional services 19.25 21.91 (12.1)
Prescription drugs 60.88 52.24 16.5
Emergency room and out-of-area
Other medical and hospital 58.65 57.26 2.4
Incentive pool and withhold adjustments
Less: Net reinsurance recoveries 0.00 1.03 (100.0)
Total medical and hospital 817.14 740.29 10.4
Claims adjustment expenses 70.36 68.46 2.8
General administrative expenses 63.38 65.04 (2.5)
Total Underwriting Deductions $ 950.88 $ 873.79 8.8%



The company’s balance sheet improved during the period under examination. Assets
increased 8.9% from $51,526,117 as of December 31, 2011, to $56,096,411 as of December 31,
2013. In addition, capital and surplus increased 16.4% from $17,895,792 to $20,834,015 during
the same period. Cash holdings improved 5.2% from $46,154,054 as of December 31, 2011, to
$48,575,348 as of December 31, 2013. The company’s Risk-Based Capital (RBC) declined
slightly during the examination period from 371% in 2011 to 352% in 2013 primarily due to
increased premium volume.

The company’s premiums earned and medical expenses incurred increased during
the period under examination. Premiums earned increased 19.8% from $145,533,451 as of
December 31, 2011, to $174,320,070 as of December 31, 2013. Medical expenses incurred
grew at a similar rate of 21.4% from $122,901,180 to $149,246,939 during the same period. The
increase in premiums and expenses is primarily due to the increase in business territory during
the period. The company’s net income decreased each year under examination from $3,565,566
as of December 31, 2011, to $640,979 as of December 31, 2013. The decrease in net income is
attributed to lower Medicare reimbursement rates tied to the company’s Medicare star rating
which is intended to show the relative quality of performance. Improvements to the company’s
star rating could lead to improved net income in future periods.

The company’s total enrollment has decreased 3.7% during the period under
examination. The company reported 15,620 members as of December 31, 2011, and 15,049
members as of December 31, 2013. The decrease in membership is attributed to the decline in
Medicaid enrollment during the period. Medicaid membership decreased from 10,983 members
as of December 31, 2011, to 9,691 members as of December 31, 2013. The decreases in
Medicaid membership are offset to some extent by increases in the company’s Medicare
membership, which increased from 4,637 members to 5,358 members during the same period.
Given that the company’s membership is entirely in government-sponsored programs, the

company is exposed to risks associated with changes to Medicare and Medicaid.
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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
Covered liabilities are those due to providers who are subject to statutory hold-harmless provisions.

The company's calculation as of December 31, 2013, is as follows:

Assets $ 56,096,411
Less:

Liabilities 35,262,396
Assets available to satisfy surplus requirements $20,834,015
Net premium earned 163,608,696
Compulsory factor 3%
Compulsory surplus 4,908,260
Compulsory Surplus Excess/(Deficit) $15,925,755
Assets available to satisfy surplus requirements $20,834,015
Compulsory surplus $ 4,908,260
Security factor 136%
Security surplus 6,675,233
Security Surplus Excess/(Deficit) $14,158,782
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VIl. SUMMARY OF EXAMINATION RESULTS

Compliance with Prior Examination Report Recommendations

There were five 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.

Management and Control—It is recommended that the company include in its minutes of
board of directors and committee meetings the specific language of motions and resolutions
that are acted upon at each meeting and the voting results of such action.

Action—Compliance

Annual Statement Reporting—It is recommended that the company set up accruals for
retrospectively rated contracts in accordance with Statement of Statutory Accounting
Principle (SSAP) No. 66.

Action—Compliance

Annual Statement Reporting—It is recommended that for future annual reports, this amount
be reported on the company’s balance sheet on the assets page (if a receivable is due) as
an amount receivable relating to uninsured plans or on the liabilities page (if a payable is
due) as a liability for amounts held under uninsured plans.

Action—Compliance

Information Technology Systems—It is again recommended that the company periodically
test the recovery of their network on a more regular (at least annual) basis, as called for in
the plan itself. In addition, the company would benefit from providing more detailed
instructions on the recovery of its network.

Action—Compliance

Information Technology Systems—It is again recommended that the company perform
quarterly access reviews, assure that accounts are disabled for employees that are no
longer working at the company and new accounts are placed in the normal active directory,
and test accounts are enabled only if there is a business reason to have them.

Action—Compliance
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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.
Business Plan Reporting

Section Ins 9.06 (1), Wis. Adm. Code, requires health maintenance organization
insurers to file changes in business plan at least 30 days prior to the proposed effective date.
The commissioner can disapprove the proposed change during the 30-day period. One aspect of
the business plan is the service area. Subsequent to the examination period, the company
applied for and received a certificate of authority to operate in the state of lllinois during 2014.
The company failed to file an amendment to the company’s business plan to provide notification
of the change on a timely basis. Itis recommended the company file a business plan amendment
per s. Ins 9.06 (1), Wis. Adm. Code, when changes are made to the company geographic service
area.
Conflict of Interest Statements

In accordance with a directive of the Commissioner of Insurance, each company is
required to establish a procedure for the disclosure to its board of directors of any material
interest or affiliation on the part of its officers, directors, or key employees which conflicts or is
likely to conflict with the official duties of such person. A part of this procedure is the annual
completion of a conflict of interest questionnaire by the appropriate persons. The examination
included a review of the Conflict of Interest policy implemented by the company’s board of
directors. The examination noted conflict of interest statements were not completed for some
board members in the year of their initial appointment to the board. It is recommended the
company complete conflict of interest statements for all board members upon appointment to the
board and annually thereafter.
Affiliated Agreement Reporting

Pursuant to s. 617.21, Wis. Stat., and s. Ins 40.04 (2) (d), Wis. Adm. Code,

management agreements, exclusive agency agreements, service contracts or cost-sharing
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agreements which involve a domestic insurer and an affiliate are required to be reported and are
subject to disapproval. The company is required to report the agreements at least 30 days prior
to the effective date unless the commissioner approves in writing a shorter period. The
examination included a review of all affiliated agreements.

Subsequent to the examination period the company reported five affiliated
agreements. All agreements were determined to be effective prior to the filing by the company.
The agreements were subsequently non-disapproved by the commissioner. It is recommended
that the company report all affiliated agreements in accordance with s. 617.21, Wis. Stat., and
S. Ins 40.04 (2) (d), Wis. Adm. Code.

Premium Deficiency Reserves

In accordance with SSAP No. 54, par. 19, companies are required to record a
premium deficiency reserve when the expected claims payments or incurred costs, claims
adjustment expenses and administration costs exceed the premiums to be collected for the
remainder of a contract period for groups of similar contracts. Deficiencies in one group shall not
be offset by anticipated profits from other groups of business. In addition, such accruals must be
made for any loss contracts even if the contract period has not started. The examination included
a review of the company’s financial projections for periods subsequent to the period under
examination.

The company’s 2014 and 2015 financial projections submitted to the Wisconsin
Department of Health Services for the Family Care Partnership business indicate operating
losses are anticipated in each of the three-year periods reported. The FCP contract does not
allow for premium rates to be adjusted to offset for such premium deficiencies. Projecting losses
in and of itself does not mean the company needed to accrue a premium deficiency reserve;
however, the company’s appointed actuary did not document the procedures performed to
determine if a premium deficiency reserve was required at year-end 2013 or 2014. Itis
recommended the company document the procedures performed to determine if a premium
deficiency reserve shall be accrued in accordance with SSAP No. 54, par. 19, for each grouping

where a premium deficiency exists.
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VIIl. CONCLUSION

Independent Care Health Plan is a for-profit network model health maintenance
organization. The company was incorporated on April 22, 2003, and commenced business on
June 18, 2003. The company is a joint venture between Humana, Inc., a for-profit health
insurance provider, and Milwaukee Center for Independence, a mission-driven, not-for-profit
organization focused on providing services and programs to the special needs population. Each
holding company entity controls 50% of the company and is equally represented on the
company’s board of directors and board committees.

Overall, the company has reported mixed financial results for the period under
examination. The company experienced increases in assets and capital and surplus during the
period but also reported decreases in net income during each reporting year examined. The
decline in net income can be attributed to reduced reimbursement rates tied to the company’s
Medicare star rating. The company has taken actions to address their star rating and
improvements in rates and financial results are anticipated in future periods.

The company has experienced a decrease in membership during the period under
examination. The membership decrease is driven by the decline in Medicaid members and is
partially offset by increases in Medicare membership. Given that the company’s membership is
entirely in government-sponsored programs, the company is exposed to risks associated with
changes to Medicare and Medicaid.

The examination resulted in four recommendations. There were no adjustments to

surplus or reclassifications required as a result of the examination.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

Business Plan Reporting—It is recommended the company file a business
plan amendment per s. Ins 9.06 (1), Wis. Adm. Code, when changes are
made to the company geographic service area.

Conflict of Interest Statements—It is recommended the company complete
conflict of interest statements for all board members upon appointment to the
board and annually thereafter.

Affiliated Agreement Reporting—It is recommended that the company report
all affiliated agreements in accordance with s. 617.21, Wis. Stat., and
s. Ins 40.04 (2) (d), Wis. Adm. Code.

Premium Deficiency Reserves—It is recommended the company document
the procedures performed to determine if a premium deficiency reserve shall
be accrued in accordance with SSAP No. 54, par. 19, for each grouping
where a premium deficiency exists.
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List of contracted clinics as of the report date.

16th Street Community Health Center*
Advanced Pain Management*

AMRI Counseling Services

Aurora BayCare Center*

Aurora Cancer Care Clinic*

Aurora Health Center*

Aurora Visiting Nurse Association of WI
BayCare Clinic*

BMA - Arecibo

Children’s Hospital of WI

Christian Family Counseling

Dean Clinic Baraboo

Generations Fertility Care, Inc.

Health Care for the Homeless
Lakeshore Greenfield Rehabilitation*
Madison Psychotherapy

META House Inc.

Milwaukee Dialysis

Oakwood Clinical Associates, Ltd.*
Plymouth Family Physicians
Progressive Community Health Center
Sheboygan Area Comm. Clinic*

The Power of Change

The Surgery Center Specialists
University of Wisconsin Hospital & Clinics
UWM Nursing*

Waukesha Memorial Hospital

* Notes providers with multiple locations.
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Access Community Health Center*
Allergy & Asthma Clinic of WI*
Aurora Advanced Healthcare*
Aurora Burlington Clinic*

Aurora Health Care Metro*

Aurora Medical Group

Bartkowski, John, M.D.

Bernstein, Susan, M.D.

Cedarburg Physical Therapy, Inc.
Children's Service Society WI
Community Counseling Madison
Eye Care Specialist

Gerald Ignace Indian Health Center
Kenosha Community Health Center
Living Well Counseling, LLC
Marriage & Family Solutions
Midwest Area Physicians, LLC
Milwaukee Health Services, Inc.
OceanHawk Counseling

Prestige Adult Day Care Center
Saadati, Hamid, M.D.

Tellurian UCAN, Inc

THE Psychology Clinic

Thorn, Sofia, M.S.W.

UW Medical Foundation*

Wall, John, M.D.

Wellspring Psychotherapy



