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Wisconsin Office of the
COMMISSIONER OF INSURANCE Tony Evers, Governor of Wisconsin
FINANCIAL REGULATION Nathan Houdek, Commissioner of Insurance

October 7, 2025

Honorable Nathan D. Houdek
Commissioner of Insurance
State of Wisconsin
101 East Wilson Street
Madison, Wisconsin 53703
Commissioner:
In accordance with your instructions, a compliance examination has been made of the affairs and

financial condition of:

MERCYCARE INSURANCE COMPANY
Janesville, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION

The previous examination of MercyCare Insurance Company (MCIC or the company) was
conducted in 2022 to 2023 as of December 31, 2021. The current examination covered the intervening
period ending December 31, 2024, and included a review of such subsequent transactions as deemed
necessary to complete the examination.

The examination of the company was conducted concurrently with the examination of MercyCare
HMO, Inc. (MCHMO or the HMO) which is also domiciled in Wisconsin.

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 insurance company to
evaluate the financial condition, assess corporate governance, identify current and prospective risks
(including those that might materially affect the 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
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evaluating management’s compliance with statutory accounting principles, 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 those areas of the company's operations that were 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 completing 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.

Independent Actuary's Review

An independent actuarial firm was engaged under a contract with the Office of the Commissioner
of Insurance. The actuary reviewed the adequacy of the unpaid claims liability and other reserves. The
actuary’s results were reported to the examiner-in-charge. As deemed appropriate, reference is made in

this report to the actuary's conclusion.



Il. HISTORY AND PLAN OF OPERATION

The company was organized in 1993 as a for-profit stock insurance corporation organized under
ch. 611, Wis. Stat., named MercyCare Health Plan, Inc. MCIC commenced business on September 16,
1993. Initially, the company was limited to writing health maintenance organization (HMO) business until
the restriction was removed in 1996. In 1998, the company changed its name to the current one.

On August 4, 2004, MCIC formed a wholly owned subsidiary, MercyCare HMO, Inc. Effective
January 1, 2007, MCIC entered into a program agreement with MCHMO for the provision of offering a
combined product. Under the agreement, MCIC and MCHMO offer a Point of Service (POS) benefit in
one contract under several liabilities in MCHMO's service areas. MCHMO is responsible for coverage of
emergency care, services, and supplies provided by or referred by MCHMO contracted providers, and all
coverage under the POS contract issued by MCIC that is assumed by MCHMO under the Assumption
Agreement of September 30, 2004, under which MCHMO assumed the HMO coverage portion of the
POS contracts issued by MCIC. MCIC provides coverage for non-emergency services and supplies not
provided by or referred to by an MCHMO contract provider. MCIC and MCHMO allocated the POS
contract premiums and costs between them. A separate report describing MCHMO'’s operations, financial
position, and the results of examination has been issued.

On October 27, 2014, Mercy Health System Corporation (MHSC) announced plans to merge with
Rockford Health System to create a five-hospital regional system to provide services to 40 communities in
northern lllinois and southern Wisconsin. On November 25, 2015, pursuant to s. 611.72, Wis. Stat., a
filing was submitted to this office to restructure the two holding companies.

MCIC'’s direct parent company as of December 31, 2024, was Mercy Health System Corporation
(MHSC) with an ultimate parent of Mercy Health Corporation (MHC). As of January 1, 2025, MCIC and
MCHMO were party to a reorganization where MCHMO is now the parent of MCIC though upper levels of
the holding company organization remain unchanged. The primary purpose of the restructuring was to
offer a combined Point of Service (POS) product under the company that writes both the in-network
portion and out-of-network portion of the product in separate group policies, but under one certificate for

enrollees. MCIC’s primary business focus is now on stop-loss reinsurance business.



Members are required to select a Primary Care Physician (PCP) at the time of enroliment.
Generally, referrals are not necessary if the member sees a specialist in MCIC’s approved provider
network. Referrals outside the network must be preapproved by MCIC. The company has approximately
297 contracted primary care physicians and 1,524 specialists.

Most medical care is provided under a contract with MHSC, however, the company also contracts
with individual physicians and various preferred provider organization networks for primary care and
specialty services and for ancillary and mental health services. These contracts include hold harmless
provisions for the protection of policyholders whereby the provider agrees not to seek payment for
services from enrollees. In addition, these contracts have a one-year term and may be terminated upon
60 to 180 days’ prior written notice by either party.

Hospital inpatient and hospital outpatient services are capitated with MHSC. The provider
contract includes a provision that the insurer will not cover certain serious adverse events such as errors
made by health care providers. Additionally, the insurer will not pay for services provided by non-health
plan approved providers, excluded services defined in the member’s group policy, services not provided
under the direction of the member’s physician in accordance with policies and procedures, and services
that are not emergencies or are not medically necessary in the health plan’s judgment. Members are
responsible for their own errors and for payment for services that are not covered services.

The company is currently licensed in the state of Wisconsin and lllinois, though no business has
been written in lllinois. In 2024, the company collected direct premium of $601,235 in Wisconsin.

The major products marketed by the company are specific to group insurance. The company
uses an internal marketing staff as well as outside agencies and pays a fixed dollar amount of

commission based on group size on new and renewal business.



Board of Directors

lll. MANAGEMENT AND CONTROL

The board of directors consists of eight members. 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 group.

Currently, the board of directors consists of the following persons:

Name

Thomas R. Pool

Katherine A. Schack

Thomas D. Budd

Javon R. Bea

Carlos S. Arévalo

Mark L. Goelzer, MD

Wesley M. Jost

Dave L. Syverson

Officers of the Company

Principal Occupation

Retired CIO
Mayo Clinic

Retired Owner
Harvard Ranch for Seniors & the Harvard
Retirement Home

President
Illinois Bank & Trust

President & CEO
Mercy Health System Corporation

Attorney
Klein, Thorpe & Jenkins

Pediatrician
Mercyhealth East, VP of Medical Affairs-WI

Retired Commission Salesman
U.S. Energy

lllinois State Senator

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

Name

Javon R. Bea
E. Patrick Cranley
Thomas D. Budd

Office

President and Chief Executive Officer
Vice President
Secretary / Treasurer

Term
Expires
2026

2025

2026

Ex-officio

2027

2027

2026

2025



Committees of the Board

The company's bylaws allow for the formation of certain committees by the board of directors.
MCIC has not formed any committees and the full board is duplicative of the MHC board; therefore, the
company’s entire board of directors constitutes the audit committee.

The company has no employees. Necessary staff is provided through a management agreement
with MHSC. Under the agreement, effective January 1, 2007, MHSC agrees to negotiate employer,
provider, subscriber, and other contracts; advises the board; maintains the accounting and financial
records; recruits marketing, utilization review, and claims processing personnel; and provides or contracts
for claims processing and management information systems. MHSC receives compensation for services
rendered at the actual cost to perform them. The term of the agreement is three years with automatic
renewal. The company may terminate the agreement upon 30 days' written notice if default of standards

of performance continues 60 days after notice of such default.



IV. AFFILIATED COMPANIES
MercyCare Insurance Company is a member of a holding company system. The organizational
chart below depicts the relationships among the affiliates in the group. A brief description of affiliates
deemed significant follows the organizational chart.

Organizational Chart
As of December 31, 2024

Mercy Health Corporation 2

FEIN 47-2158680
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Note: As of January 1, 2025, MercyCare Insurance Company and MercyCare HMO, Inc. were party to a
reorganization resulting in MercyCare HMO, Inc. now being parent of MercyCare Insurance
Company.The chart above includes this change.
Mercy Health Corporation

Mercy Health Corporation (MHC) is a not-for-profit corporation that serves as the ultimate parent.
MHC is a holding company for the entire group which includes the Mercy Health System Corporation,
Javon Bea Hospital, Rockford Health Physicians, the MercyCare insurers, and other affiliates. The
company operates on a fiscal year ending June 30. As of June 30, 2025, the independently audited

financial statement reported consolidated assets of $2.5 billion, liabilities of $1.0 billion, and net assets of

$1.5 billion. Operations for 2025 produced a net loss of $1.7 million on revenues of $1.3 billion.



Mercy Health System Corporation

Mercy Health System Corporation (MHSC), headquartered in Janesville, Wisconsin, is an
integrated multi-specialty health care delivery system serving southern Wisconsin and northern lllinois.
MHSC'’s holdings include two hospitals, 41 physician clinics and two insurance companies. MHSC
provides the majority of hospital and medical services for the insurer's members in Wisconsin and for
some lllinois members. The hospital services are provided in a provider agreement between MCIC,
MCHMO, and MHSC. As of June 30, 2025, MHSC reported assets of $703.5 million, liabilities of $99.6
million, and unrestricted net assets of $603.9 million. Operations for the fiscal year ending June 30, 2025,
produced an increase in net assets of $35.1 million on revenues of $693.0 million.

MercyCare HMO, Inc.

MercyCare HMO, Inc. is a Wisconsin-domiciled health maintenance organization that is a wholly
owned subsidiary of MCIC. MCIC provides an out-of-network benefit for MCHMO members. The
company’s 2024 statutory financial statements reported assets of $52.2 million, liabilities of $27.6 million,
capital and surplus of $24.7 million, and net income of $3.2 million. MercyCare HMO provides most of the
insurance business.

Javon Bea Hospital

Javon Bea Hospital operates a 264-bed hospital and another 4-bed hospital providing inpatient,
outpatient, and emergency care services to residents in Rockford, lllinois and the surrounding
communities. As of June 30, 2025, Javon Bea Hospital reported assets of $697.0 million, liabilities of
$529.8 million, and total net assets of $167.3 million. Operations for the fiscal year ending June 30, 2025,
produced an increase in net assets without donor restrictions of $7.0 million on total revenue of $409.7
million.

Rockford Health Physicians

Rockford Health Physicians provides physician and ambulatory care services. As of June 30,
2025, Rockford Health Physicians reported assets of $130.8 million, liabilities of $121.8 million, and
unrestricted net assets of $8.9 million. Operations for the fiscal year ending June 30, 2025, produced a

decrease in net assets of $29.9 million on total revenue of $155.1 million.



Agreements with Affiliates

MercyCare Insurance Company has entered into several affiliated agreements. These
agreements are described below.
Provider Service Agreements

MCIC and MCHMO entered into a provider service agreement with Mercy Health System
Corporation where MHSC provides various hospital and medical services to MCIC and MCHMO
members. This agreement is effective February 7, 2011, and was amended on January 1, 2025. This
agreement provides capitation payments which effectively transfer some insurance risk to the provider.

Effective February 7, 2011, the company entered into a provider service agreement with MCHMO
and Mercy Assisted Care. Under this agreement, Mercy Assisted Care, Inc. agrees to deliver or arrange
for delivery of certain health care services or benefits to members of MCIC and MCHMO. The agreement
also includes an amendment including a professional provider agreement. Under this amendment, the
parties agree to include Medicare Advantage participants under the agreement.

Effective February 7, 2011, the company entered into a provider service agreement with MCHMO
and Mercy Harvard Hospital. Under this agreement, Mercy Harvard Hospital agrees to deliver or arrange
for delivery of certain health care services or benefits to members of MCIC and MCHMO. The agreement
also includes an amendment including a professional provider agreement. Under this amendment, the
parties agree to include Medicare Advantage participants under the agreement.

Effective November 20, 2015, the company entered into a provider service agreement with
MCHMO and Rockford Health Physicians. Under this agreement, Rockford Health Physicians agrees to
deliver or arrange for delivery of certain health care services or benefits to members of MCIC and
MCHMO.

Effective November 20, 2015, the company entered into a provider service agreement with
MCHMO and Javon Bea Hospital (formerly known as Rockford Memorial Hospital). Under this agreement,
Javon Bea Hospital agrees to deliver or arrange for delivery of certain health care services or benefits to
members of MCIC and MCHMO.

Effective November 24, 2015, the company entered into a provider service agreement with

MCHMO and Visiting Nurse Association of the Rockford Area. Under this agreement, the Visiting Nurse



Association of the Rockford Area agrees to deliver or arrange for delivery of certain health care services
or benefits to members of MCIC and MCHMO.
Support Services Agreement

MCIC and MCHMO entered into a support services agreement with MHSC. The original
agreement dates to January 1, 2007, with an amendment on July 1, 2014. MHSC will provide various
financial management functions such as management, clerical staff, accounting and finance systems,
maintaining the books and preparing financial reports, preparing insurance filings, and other functions.
MHSC will also provide medical management functions and related services. MHSC will perform provider
relations functions, claims processing, data processing, general administration, marketing, underwriting,
regulatory relations, and provide office space. MHSC’s compensation under the agreement is its actual
cost for those services.
Tax Sharing Agreement

MCHMO and MCIC have entered into an agreement to file a consolidated tax return with the
holding company system and taxes will be allocated to the insurers. This agreement is effective January

1, 2007.
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V. REINSURANCE

The company currently has reinsurance coverage under the contract outlined below:

Reinsurer:

Type:

Effective date:

Retention:

Coverage:

Termination:

HM Life Insurance Company
Excess of Loss Reinsurance

January 1, 2024

Commercial HMO, PPO, EPO, WI POS, Large Group

(off Exchange), Small Group (Off Exchange) $600,000
Wisconsin Medicaid Program for Standard & Childless

Adults $600,000
Medicare Supplement $600,000
Commercial POS - lllinois $100,000
Specific Member $1,000,000

The maximum amount the reinsurer will pay excess of the retention, subject
to 90% coinsurance, is $5,000,000 per member per agreement year.

The agreement will annually renew until terminated. Termination provisions
include non-payment of premiums, mergers, an order of from a state
Department of Insurance or other legal entity whereas the company must
cease writing business that is reinsured under the contract, if the company is
placed into liquidation or receivership, the number of members has declined
by 50% or more since inception of the agreement, or in the case of
insolvency. In the event of termination both the reinsurer and the company
agree to provide each other 30 days advanced written notice.

The reinsurance policy contains appropriate insolvency provisions.

11



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, 2024, 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 and the compulsory and security surplus calculation.

12



MercyCare Insurance Company
Assets
As of December 31, 2024

Net
Nonadmitted Admitted
Assets Assets Assets

Bonds $ 1,561,409 $ $ 1,561,409
Stocks:

Common stocks 28,233,568 28,233,568
Cash, cash equivalents, and short-term

investments 240,782 240,782
Investment income due and accrued 25,685 25,685
Receivables from parent, subsidiaries and

affiliates 985,829 985,829
Total Assets $31,047,273 $985,829 $30,061,444

MercyCare Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2024

Claims unpaid $ 104,066
Unpaid claims adjustment expenses 2,987
Amounts due to parent, subsidiaries, and affiliates 2,093,108
Total Liabilities 2,200,161
Common capital stock $ 1,000,000
Gross paid in and contributed surplus 20,781,419
Unassigned funds (surplus) 6,079,864
Total Capital and Surplus 27,861,283
Total Liabilities, Capital and Surplus $30,061,444

13



MercyCare Insurance Company
Statement of Revenue and Expenses

For the Year 2024

Net premium income
Medical and Hospital:
Hospital/medical benefits

Less

General administrative expenses
Total underwriting deductions

Net underwriting gain or (loss)

Net realized capital gains or (losses)
Net investment gains or (losses)

Net Income (Loss)

$745,428

45,169

239,973

MercyCare Insurance Company
Capital and Surplus Account
For the Three-Year Period Ending December 31, 2024

2024

Capital and surplus, beginning of

year $25,908,039
Net income (loss) 45,719
Change in net unrealized capital

gains/losses 2,893,354
Change in net deferred income

tax
Change in nonadmitted assets

__(985,829)

Capital and Surplus, End of Year $27,861,283

14

2023

$21,468,144
(74,990)

4,514,885

$25,908,039

2022

$33,749,709
(46,020)

(12,317,844)
(7,926)

90,225
$21,468,144

$596,343

790,597
(194,254)

239,973

$ 45,719



MercyCare Insurance Company
Statement of Cash Flow
For the Year 2024

Premiums collected net of reinsurance
Net investment income
Total
Less:
Benefit- and loss-related payments $ 717,149
Commissions, expenses paid and aggregate
write-ins for deductions 45,169
Total
Net cash from operations

Cost of Investments Acquired—Long-term Only:

Stocks $3,605,807

Net cash from investments

Net Change in Cash, Cash Equivalents, and Short-
Term Investments

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

15

$ 596,343
236,516
832,859

762,318
70,541

(3,605,807)

(3,535,266)

3,776,048
$ 240,782



Year

2024
2023
2022
2021

Growth of MercyCare Insurance Company

Medical
Capital and Premium Expenses Net
Assets Liabilities Surplus Earned Incurred Income
$30,061,444 $2,200,161  $27,861,283 $596,343 $ 745,428 $ 45719
27,087,368 1,179,329 25,908,039 604,565 484,992 (74,990)
22,740,144 1,272,000 21,468,144 582,726 680,892 (46,020)
35,025,334 1,275,625 33,749,709 537,512 1,996,712 (1,472,082)
Medical Administrative Change
Profit Expense Expense in
Year Margin Ratio Ratio Enrollment
2024 5.5% 125.0% 7.6% -22.2%
2023 -9.9% 80.2% 7.6% -4.7%
2022 -6.1% 116.8% 7.8% -23.1%
2021 -272.7% 371.5% 12.0% -0.5%
Enrollment and Utilization
Average
Hospital Length
Year Enrollment Days/1,000 of Stay
2024 126 0 0
2023 162 0 0
2022 170 20.5 20
2021 221 18.3 2.0
Per Member Per Month Information
Percentage
2024 2023 Change
Premiums:
Commercial $391.04 $318.70 22.7%
Expenses:
Hospital/medical benefits 488.81 252.84 93.3%
Prescription drugs 0.00 2.82 -100.0%
Total medical and hospital 488.81 255.66 91.2%
General administrative expenses 29.62 24.33 21.7%

Total underwriting deductions

$518.42 $279.99 85.2%

The company reported net losses in two of the three years under examination. While the

company did manage to post a gain of approximately $45 thousand in 2024, this was a result of

investment income rather than underwriting performance. The company’s large loss in 2021 was

16



attributable to high costs of care associated with certain high-cost healthcare services. The unusually high
medical expense ratios are a result of relatively small premium income being skewed by medical costs
that exceeded premium income. Assets for the company increased each year under examination along
with its capital and surplus.

The company has experienced a consistent decline in enroliment during the examination
period, down approximately 25.9% from 2022 to 2024. The company has minimal business and as such
this percentage may not accurately reflect the whole picture given the small size of its membership. The
company’s premiums are an allocation of premiums from MCHMO to provide an out of network benefit to
the HMO enrollees. The company’s surplus is largely tied to the financial performance of MCHMO which

has been profitable overall for the periods under examination.

17



MercyCare Insurance Company

Compulsory and Security Surplus Calculation

December 31, 2024

Assets
Less
Liabilities
Investments in Insurance Subsidiaries
Add: Security Surplus Excess of
Insurance Subsidiaries

Adjusted surplus

Annual premium:

Group life and health $596,343
Factor —10%
Total

Compulsory surplus (subject to a
$2,000,000 minimum)

Compulsory Surplus Excess (Deficit)

Adjusted surplus (from above)

Security surplus (140% of compulsory
surplus, factor reduced 1% for each
$33 million in premium written in
excess of $10 million, with a
minimum of 110%)

Security Surplus Excess (Deficit)

18

$30,061,444

2,200,161
24,654,580

17,992,146

21,198,849

$59,634

2,000,000

$19,198,849

$21,198,849

2,800,000

$18,398,849



Reconciliation of Capital and Surplus per Examination
There were no examination adjustments to surplus. The amount of surplus reported as of

December 31, 2024 is accepted.

19



VIl. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There were three specific comments and recommendations in the previous examination report.
The actions taken by the company as a result of the comments and recommendations were as follows:
1. Investment Policy Update Frequency—It is recommended that the company presents

the company's investment policy to the board for review and approval at least on an
annual basis as a best practice.

Action—Compliance.

2. Form Filings—It is recommended that the company include all affiliated agreements
in its Holding Company Registration Form B and Form C filings.

Action—Noncompliance.
3. Information Systems—It is recommended that the company strengthen its information

system controls in accordance with the recommendations made in the letter to
management provided in conjunction with this report.

Action—Partial compliance.

20



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.

Holding Company Filings

After review of the group’s Form B and Form C Holding Company filings it was again found that
the provider service agreement with MHSC was not included as an affiliated agreement. It is again
recommended that the company include all affiliated agreements in its Holding Company Registration
Form B and Form C filings.

Financial Statement Reporting

A review of the company’s financial statements noted financial reporting issues. The year-end
claims liability was reported entirely as Incurred but Unreported in the Underwriting and Investment
Exhibit, Part 2A — Claims Liability End of Current Year in the company’s 2024 annual financial statement.
From the actuarial review, it was determined there were claims in process at year end and these claims
should be properly allocated to the “Reported in Process of Adjustment” section of the exhibit noted
above in accordance with the NAIC Annual Statement Instructions - Health. It is recommended that the
company complete the Underwriting and Investment Exhibit, Part 2A Claims Liability End of Current Year
in the financial statements in accordance with the NAIC Annual Statement Instructions — Health.

Review of Schedule Y Part 2 showed no transactions listed despite amounts due to and from
related parties in 2024. Related party transactions should be correctly listed under Schedule Y Part 2 in
accordance with the NAIC Annual Statement Instructions — Health. It is recommended that the company
complete Schedule Y, Part 2 in accordance with the NAIC Annual Statement Instructions — Health.
Information Systems

The examination completed an information technology general control (ITGC) review. The review
resulted in one repeat recommendation concerning information system controls. The details of this
recommendation were presented in a letter to management. It is recommended that the company
strengthen its information system controls in accordance with the recommendation made in the letter to

management provided in conjunction with this report.
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VIIl. CONCLUSION

MercyCare Insurance Company is a health insurance company licensed to write in the state of
Wisconsin as well as the state of lllinois. The company was organized on September 16, 1993 under
Chapter 611 of the Wisconsin Statutes. The only major product marketed by the company is group
commercial business.

During the period under examination the company’s assets grew by approximately 32%,
premiums grew by approximately 2%, and surplus grew by approximately 30%. While the company
managed to turn a slight profit in the last year under examination, this was due to investment income
generated rather than positive underwriting performance; all other years under examination were
unprofitable. The company writes a minimal amount of business and primarily provides out-of-network
benefits to MercyCare HMO, Inc. members.

The current examination resulted in four recommendations. No adjustments were made to the
company’s reported surplus. The amount of surplus reported by the company as of December 31, 2024,

is accepted.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

- Holding Company Filings—It is again recommended that the company include all

affiliated agreements in its Holding Company Registration Form B and Form C filings.

Financial Statement Reporting—It is recommended that the company complete the
Underwriting and Investment Exhibit, Part 2A Claims Liability End of Current Year in
the financial statements in accordance with the NAIC Annual Statement Instructions
— Health.

Financial Statement Reporting—It is recommended that the company complete
Schedule Y, Part 2 in accordance with the NAIC Annual Statement Instructions —
Health.

Information Systems—It is recommended that the company strengthen its information
system controls in accordance with the recommendation made in the letter to
management provided in conjunction with this report.
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Respectfully submitted,

Nicholas Siskoff, CFE
Examiner-in-Charge
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XIl. SUBSEQUENT EVENTS

As of January 1, 2025, MCHMO and MCIC were party to a reorganization where
MCHMO is now the parent of MCIC. The purpose of restructuring these entities was to offer a
combined Point of Service (POS) product under the HMO that writes both the in-network portion
and out-of-network portion of the product in separate group policies, but under one certificate for
enrollees. Previously, MCIC would handle the out-of-network portion. As a result of this
restructuring, the special deposit on file with the state of Wisconsin for MCHMO was increased
from $1.2 million to $1.7 million in 2025.

Additionally, MHC closed its Javon Bea Hospital-Rockton location (formerly known as
Rockford Memorial Hospital) on July 1, 2025, due to flood risk and lack of utilization. The
hospital’'s emergency services and inpatient beds were transferred to the Javon Bea Hospital—

Riverside campus.
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