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Independant Auditor's Report

To the Board of Direciors
My Choice Family Cara, Inc,

VW have audiled the sccompanying financial statements of My Choica Family Care, Inc. (the "Company”), which
comprise the statement of financial position as of December 31, 2016 and the related statemeants of activities and
cash flows for the period from September 1, 2018 {inceplion) through December 31, 2016, and the related nolas
to the financial statements.

Management's Rezponsibility for the Financial Statements

Managemend is responsitle for the preparation and fair presentation of these Tinancial stalemenls in BCconiance
with Bccounting principles generally accepled in the Uniled States of America; this includes the design,
implementabon, and maintenance of intermal contral relevant 1o the preparation and falr presentation of finencial
slatemenis thal are free from matenal misstatement, whether due o fraud or ermror,

Auditor's Responsibility

Our responsidity is o express an opinion on these financial stalements baged on our audit. We conducied our
audit in accordance wilh audiling standards generally accapbed in the Uniled States of Amenca, Those standards
require that wa plan and perform the awdit (o obiain reasonable assurance about whether the financial statements
ang fring [nom matenal missiatemeant.

An audt imolves perdforming procedures 1o oblain audit evidence about the amounts and dischisures in the
financial statements. The procedures selecled depend on the auditer's judgment, including the assessment of the
risks of material misstatermnent of the financial statements, whether due 1o fraud or efror. In making those nak
azgasgments, the auditcr considers infernal contred relevant bo the entity’s preparation and fair presantation of the
financial statements m order (o design audit procedures thal are appropiate in the creumstancas, but not for the
purpose of expressing an opinion on the effectiveness of the enbity's inlernal control. Accardingly, we axpress no
such opinion, An sudil also inchedes evaluating the appropriatensss of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evalualing the owerall
presentatian af the financial statements.

WWa believe thal the audit evidence we have oblained is sufficient and appropraie (o provide @ basas Tor our audit
DpPGn,

Opinian

In cur opinion, the financial siatements referred to above present faidy, in all materal respects, the financial
position of My Choice Family Care, Inc. as of December 31, 2016 and the results of its operations and its cash
flows for the period from Seplamber 1, 2016 through Decembar 31, 2016 in accondance with accounling principles
generally accepled in the United States of Amenica.
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My Choice Family Care, Inc.

Statement of Financiai Position

December 31, 2016

Assets

Current Assets
Cash and cash equivalents (Note 7)
Accounts receivable - Net {Note 4)
Prepaid expenses and cther current assets

Total current assets

Property and Equipment - Net (Note 5}

niad

Solvency Reserve - Certificates of deposit {Note 7)

Total assets $ 58,759,686

l.iabilities and Net Assets

Current Liabilities
Unpaid claims, claim adjustment, and care management expenses: (Note 6}
Claims incurred but not reported and unpaid reported claims
Care management expenses
Ciaim adjustment expenses

Total unpaid claims, claim adjustment, and care management expenses

Accounts payable and accrued expenses
Accrued payroll-related expenses

Tota!l current liabilities

halat

Net Assets - Unrestricted
Total liabilities and net assets $ 58,759,686

See notes to financial statements. 2



Statement of Activities
Perlod from September 1, 2016 through December 31, 2016

My Choice Family Care, Inc.

Hevenue
Fremiums earmed:
Capilalion revenus
Member abligation revenua
Other revenue

Totad premisms earmed and other revenua 104 E00,992

Operaling Expenses
kMembear sarice costs (Maote &)
Care mansgement expanses (Mote B)
Claim adjustment expenses (Note 6)
General and administrative

Total oparating expenses 102,647 613
Cwperating Income =
Contribution from State of Wisconsin (Mote 7) -
Inherent Contribution (Note 1) I
Change in Net Assets 32 582 526
Met Assets - Baginning of periad -
Hel Assets - End of penod 32 BB2 526

See noles Lo financial stalements. 3



My Choice Family Care, Inc.

Statement of Cash Flows
Period from September 1, 2016 through December 31, éb1s

Cash Flows from Operating Activities
Operating income % 2,243,079
Adjustments to reconcile operating income to net cash and cash equivalents from operating

activities:
Depreciation and amortization
Operating assets acquired and liabilities assumed - Net of cash {Note 1)
Changes in operating assets and liabilities:
Accounts receivable - Net
Prepaid expenses and other current assets
Unpaid claims, claim adjustment, and care management expenses
Accounts payable and accrued expenses
Accrued payroll-related expenses

Net cash and cash eguivalents provided by operating activities

Cash Flows from Investing Activities
Cash and cash equivalents acquired from the County (Note 1)
Purchase of property and equipment

18 1 b

Net cash and cash equivalents provided by investing activities
Net Increase in Cash and Cash Equivalents 46,861,385
Cash and Cash Equivalents - Beginning of period -

Cash and Cash Equivalents - End of period $ 46,861,385

See notes to financial statements. 4



My Choice Family Care, Inc.

MNotes to Financial Statements

December 31, 2016

Mote 1 - Mature of Business

My Choice Family Care, Inc. (the "Company,” or MCFC) is a8 Managed Care Organczalion (MCO) that
operatas the Stale of Wisconsin Family Care Program, The Company administers the family care benafit
far both frail elders (age 50 and over) and persons with disabilities {(ages 1B-55) who are determined to be
eligible by a resource center, MCFC is responsible for creating a comprehensive plan of care for eligible
members, contracting with 8 wide range of sarvice providers, and monionng the guality of sarvices that
members receiva. MCFC defvers membar-cenlered, community-based, outcome-focused. managed
long-term care senvices and member-centerad care planning for all Family Care members, In retum far
coordinaling and managing these services, MCFC receives a capitated rate payment per membes per
monih from the State of Wisconsin, As of December 31, 2016, MCFC affers the family care benafit to
cligible members in Aife counlies

Prior 1o September 1, 2016, all MCO activities were operated by the Milwaukee County Department of
Family Care (the "County”). MCFC was adminisiratively incorporated on March 1, 2016 and thereafter
pursued a spin-off from operations of the County info a privale, nob-for-private enlity io conlinue operating
g5 a family care MCO. Uitimately, the Mibwaukee Counly, Wisconsin board of supervisors, in accordance
with Wisconsin Stabies Section 46.2894(4)(q), voled Lo approve a transaction whereby program
pperations and programmatic Medicald funds accumulated by the MCO from 2007 through August 31,
2016 would ba transferred to MCFC pursuant 1o the tenms of an assed iransfer agreement. The Compainy
began operalions as a privale enlity effective September 1, 2016

Linder the terms of the aforemenbioned assaet transfer agreement, cerain assels and Babilices of the
County were transferred to MCFC ai fair market value, along with programmatic Madicaid funds ufilized to
provide the family care benefit. As tha transfer of pragrammatic funds did nol reprezent a sele of assals,
the met fair marked value of these identifiable assels acquired and liabilities assumed was recognized &5
an inharent contribution in the Company's stalement of activities for the fow-month penod ended
December 31, 2018, The following table shows the fair marked valua of the assets received and liabilitses
pasumed from the County, including relrospective apphcalion of subsequenl measurement period
adjustments, and the resulting inharent contribution recognized

Arals
Cash and cash equivalents
Premiums and olkar secounts recaivaile
Prepaid expenses and other current assels
Properly and equipmednt
Restricled cash equealens

LEsbdlilies

Unpaid claims and claim sdjustmenl axpenees (Mot §)
Unpald care managemen| expensed (Hale 6]

Uapaid chaim adjustment expenses (Mobs §)

Accounds payable and asorued exgensas

Inkaront coniriaugion

L

Note 2 - Significant Accounting Policies
Basiz of Prasentation

The financial stalements of the Company have been prepared on the basis of accounting principles
generally sccepled in the Uniled Siates of America (GAAP]

Cash and Cash Equivalen(s

Cash and cash equivalents indude cash and highly liguid mvestmants purchased wilh an angeial mabudily
of three months or less.



My Choice Family Care, Inc.

Notes to Financial Statements
December 31, 2016

Note 2 - Significant Accounting Policies (Continued)

Prapery and Eguipmeant

Property and aquipment are racorded at cost bess deprecialion, Propeny and equipmend are depreciated
over their esfimated usefdl bves using the straight-line method. Costs of mainlenance and repairs afe
civanged o expense whan incurred,

Unpaid Clalms, Claim Adjustmend, and Care Managemen! Expenses

The reported liability for unpadd claims, claim adjustment, and care management expensas is composed
of three companenis: @ kaoility for claims on hand that have not been paid and for claims incured but nod
vet reported, unpaid care management expenses, and unpaid caims adjusiment expenses. Claims
incurred bul nol repoded sre based primarily on past expenence, includng clam payment patiems,
enrollment and eligibiily data, and other infermation and is determined in part by actuanal calcutations.
Althowgh considerable variability is inherent in such eslimates, management believes that the liability for
claims ncurred bul naol reparted is adegquate. The estimate s continually reviewed and adusted as
necessary as experence develops or new infarmation becomes known, Such adjustments are reflacted in
cusren] operalions

Revenue and Accounts Recelvable

The Company receives the majority of its funding from an annual Medicaid conlract with the State of
Wisconsin Depardment of Health Services (DH3). This funding, referred 1o within the slalement of
aclivities as capilation revenus, is based on Medical Assistance (MA) capitaled payment rates for Family
Care efigible members and & recognized in the month that memibers are entitied 1o receive senices. The
capiated rates are calculated anmually by the DHS actuary with year-end adjustments to accound for the
High Cost Risk Pool ([HCRP) and member target group case mix, which may resull in significant
adjustments to revanue recognized in fulure perods, If rate adjusiments are expecied and estimable,
managemen] eslimates the impact of those adjusiments on revenue based on @ vanely of factors, when
practical ko do 5o based on data avallable, While management believes these estimates are accurate, i is
reasonably possible that a change in estimate will occur in the near term as a resull of actual rate

adjustments dffering from projecled rale sdpustmeants.

MCFC also receives funding from it members who have responsibility for cost-share andfor room and
board cosis i the member resides in a residental healtheare faclity, This member obligation revenue is
recognized in the pedod in which members wlilize the services.

Accounts receivable from the Stale of Wisconsin relals fo adjustmants to capifation rales and member
cosl shanng, Managemend considers all accounis receivable from the State to be collectible and,
therefore, an allowance for doubtiul accounts refated to these recaivables has nol been recorded al

December 31, 2016.

Accounts receivable from members are stated al net invoice amounts. An allewance for doubtful accounts
is establshad based on a specific assessment of all invoices thal remain unpasd foliowing normal
customer payment periods. In addition, a general valuabon allowance is established for ofher accounts
recaivable based on hislorical loss experience. All amounts deemad (o be wooBechble are charged
agains! the allowance for doubtful accounts in the period that determinatson is made.

neome Taxes

The Company is exaempt from federal income taoes under the provisions of Secbon 501(c)i4) of the
Internal Revenue Code. Accordingly, no provision for income taxes is made in the fnandal slatements, As
of December 31, 2018, the Company had no unrecognized fax benefits. There were no penalties of
interest recognized of accrued during 2016. The Company files tax retums in U5, federal and state of
Wiscansin jurisdictions.



My Choice Family Care, Inc.

Notes to Financial Statements
December 31, 2016

Note 2 - Significant Accounting Policies (Continued)

Uise of Estimales

The preparation af fnancial statements in conformity wilh GAARP requires mansgemeant to make estimates
and assumplions that affect the reported amounts of assets and liabilities and disclosure of contingent
assats and labilities at the date of the financial sialements and the reporied amounts of revenue and
expenses during the reporting penod. Actual results could differ from those estimetes. The Company
considers the accounting estimate far unpaid member services and capilation receivables critical in the
praparation of the financial statements. The Company uses infarmation avallable at the tima the estimates
are made; however, these estimates could change malerially i different information or assumplions ware
used, Additionaly, these estimates may not ullimately reflect the aclual amounts of the final fransachions
that ooour.

Upcoming Accownling PronoUWncements

In May 2014, the Financial Accounting Standards Board (FASE) issued Accounting Standards Update
{ASU) Mo, 2014-08, Revenve from Conlracis with Customers (Topic §08), which will supersede the
currenl revenue recogndion requiremants in Topic G055, Revenuse Recogniion. The ASU is based on the
principle that revenue is recognized io depict the ransfer of goods or services to cuslomers in an amount
that reflects the consideration to which the enlify expects o be enblled in exchange for those Goods o
semvices. The ASLU also réquires additional disclosure about the nature, amaunt, timing, and uncertainty of
revenue and cash flows arising from customer contracls, inchueding significant judgments and changes &
judgments and assets recognized from costs incurmed fo oblain or fulfill @ contract. The new guidance will
be effective for the Company's year ending December 31, 2018, The ASU permdls apphcalion of the new
revenue recognilion gudance to be applied using one of two refrospective application methods. The
pdoption of this standard will not impact the Company's insurance contract revenug as Ihese have been
scoped out of the new guidance. The Company daes nol believe adopting the provisions of thes ASL in the
future will have a significant impact on its other revenue streams and this, has nol yet quantified the
impacl of the change.

In February 2016, the FASE issued ASU Mo, 2016-02, Leaszes, which will supersede the curent lease
requirements in ASC 840. The ASU requires lessees to recognize a night-of-use asset and related lease
katdity for all leases, with a kmited exceplion for shor-lerm leases. Leasas will be classified a3 edher
finance or operabing, with the classification affecting the paitern of expense recagnition in the statement of
operations. Currently, leases are classified as either capital or operating, with only capital leases
recognized on the balance sheel. The reporting of lease-related expenses in the statements of operations
and cash fiows will be generally consislent with the current guidance. The neéw ltase guidance will be
effective for the Company's year ending December 31, 2020 and will be applied using a modified
retrospactive transition method 1o the beginning of the eardiest period presented. The effects of
implementing this standard on the resulis of operalions are not expected o be significant as recognition
and measurement of expenses and cash fliows for leases will be subsltantially the same.

In August 2018, the FASE issued ASU No. 2016-14, Nof-for-Profil Enliies (Topic 58] Presentalion of
Financial Slatemamns of Nod-for-Profd Enfiies. ASU Mo, 2016-14 requires significant changes o (he
financial reporting mode! of organizations that follow the FASE not-far-profit rules, including changing from
three classes of net assets to two classes: net assets with donor restrictions and nel assels wihoul donar
restrictions. The ASU will 50 require changes in the way certain infarmation (s aggregated and reportad
by the Company, including required disclosures aboul the liquidity and availability of resources. The new
standard is effective for the Company's year ending December 31, 2018 and thereafter and must be
applied on a retrospective basis. The implementation of this standard is not expected bo have & signihcan
impaci on the presentation of the Company's financial statements,



My Choice Family Care, Inc.

MNotes to Financial Statements

December 31, 2016

Note 2 - Significant Accounting Policies (Continued)

Ini June 2016, the FASE ssusd ASU Mo, 2016-13, Financia! Inslrurmants - Credd Losses. Measurament of
Credi] Losses on Fingncind instrumanis. The ASL includes changes 1o the accounting snd measurament
of financial assels including the Company's accounts receivable and held-to-matunity debt securities by
requiring the Company to recognize an allowance for all expected losses over the life of the inancial assel
al arigination. This (s different from the current practice where an allowance (s not recognized untd the
lnsses are considersd probable. The ASL al=o changes the way credi losses arg recognized for
available-for-sale debl secwwities. Credii losses are recognized through the recording of an allowance
rather than as a wite-gown of the carmydng value. The new guidance will be effective for the Company's
year ending December 31, 2021, Upon adoption, the ASU will be applied using a modified refrospective
bransition method 1o the beginning of the earliest period presenled. A prospeclive ransition approach s
required for detd securities for which an gther-than-temporary impairment had been recognized before the
effective date, Early adoplion for all institutions is permitted for fiscal years beginning after Deceamber 15,
2018, The Company does nol believe adapling the provisions of this ASL in the future will have & material
impact on the financial siatements and thus, has nol yet quantified the impact of the change.

In May 2015, the FASE issued ASU Mo, 2015-09, Discloswres abowt Shor-Duration Confracls, which
gxpands disclosures for the Company's insurance contracis. The disclosures required by this updale
increass transparency of significan! estimates made in measuring the liability for unpaid claims and daim
adjusirnent expenses, improve comparability by requiring consisient disclogure of information, and provide
financial statemant users with information 1o facitate analysis of the amount, timing, and uncertainty of
cash flows ariging from insurance conbracts and the development of claim reserve estimates. The
disclosures will include historical infarmation related to incurred and paid claim development information
by bxss year, with a reconciliation fo the Fability Tor unpasd claims and claim adjusbment expenses, in
addilion o disclosures related 1o incumed bl not reporied liabilites and expeched developmenl on
reported claims and claim frequency. The new guidance will be effective for the Company’s year ended
Decamber 31, 2017,

Subseguent Events

The financial sialements and related disclosures include evaluation of events up through and inchuding
March 13, 2018, which is the date (he financial statermnents were available to be issued.

Note 3 - Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Company’s depasits may nof be
returned to it The Company's policy related to cusiodial credit sk of bank deposits is to maintain all
deposits in a high-guality institution, The Company mainiains balances in is deposil accounts 1o
adequalsly cover current operating and claims payment expenses and, a5 a resulf, generally requires
balances that exseed the FOIC msurance limits of $250,000. The Company believes that, due (o the dollar
amouns of cash deposits and the Bmits of FOIC insurance, i is nat always practical to insure all deposits.
As @ resull, the Company evaluates each financial institution with which it deposits funds and assesses
the level of risk of each insSilution; only those wilh an acceptable estmated sk level are used as
depositories. As of December 31, 2016, the Company had total uninsured bank deposits of $48,807 627

Note 4 - Accounts Receivable
The following is 8 summary of accounts receivable al December 31, 2016:

Capilalson revenyus reseivables $ 7358303
Member recervables 18972058
Dthis recabratles 383186
Liess abowance for doubiled accounts {7T8.614]

Met accounls recsivable £ 8,952 033



My Choice Family Care, Inc.

Notes to Financial Statements

——rerr——

December 31, 2016

MNote 5 - Property and Equipment
Propérty and equipment &8 of Decamber 31, 2018 are summanized ag follows:

Furniiure, eguipment, and safteans (5-10 year depreciabls lite) -] 1.484 863

Conatruchon in prograss (nondeprociatie) 125,712

Talad cosd 1520, 578

Accumalabed deprasation and amortzation T4 251

et prapary and squegmeant ] 1:545.3-24
E;r;;:ﬂinn and emortization expense for the period from September 1, 2016 o December 31, 2016 was

Note 6 - Unpaid Claims, Claim Adjustment, and Care Management Expenses

The following summarizes actvily in the lisbilty for unpaid claims, clsm adjusimend, and care
managamant expanses for the period ended December 31, 2016

Transfar of habildy from the County on Sapbamber 1. 2018 {Note 1) 5 22459001
Incurmmd redaled o
Four-manth penod ended Decemnber 31, 2016 90 458 710
Prips to period (206712
Total incurned 88,245 958
Paid related 1o
Four-manth pened ended December 31, 2016 Td 585 8BS0
Prict 1o period 22251518
Total paid

56 B3 266
Liability as af December 31, 2016 8 24 B59.723

As @ result of changes 1o estimates for incured claims, clam adustment, and care management
gxpenses abribulable to insured evenis of prior periods, the Eabiity changed during the period from
September 1, 2016 through December 31, 2016 Changes in unpaid claims, claim adjusiment, and care
manggement expensas are generally the resull of ongoing analysis of recent loss development [rends,

Original eslimates are increased or decreased as addtional information becomes known regarding
individual claims.

MNote 7 - Reserve Requirements

As of December 31, 2016, the Company has mel e resende requirements as kdentified in ils contract with
DHS. As required under the conlract with DHS to administer the Famidy Care program, MCFC shall
demonsirate ils capacity for financial solvency and stabity along with its ability to assume the level of
financiad risk by mainiaining certain reserves. The MCFC shall maintain 8 working capital reserve,
restricted reserve, and solvency reserve, Separgle bank accounts for the working capital and restricted
raserves have been established and their balances ane reflected within the cash and cash equivalents
reported on tha stalement of financial pesition. The solvency reserve is held by the Wisconsin Department
of Adminisiration in the form of cedificates of deposit and is reporied on @ separate line item on the
staternent of financial postion,



My Choice Family Care, Inc.

Notes to Financial Statements
December 31, 2016

Note 7 - Reserve Requirements (Continued)

The purpose of the working capilal reserve is 1o provide ongoing liquid assets to manage routing
fluctualions in revenue and expenses thal will ocow in the normal cowrse of busness operations, The
minimum working capital balance is calculated as a percentage of MCFC's budgeled capifation revenue
(net of cosi share) for the DHS contraci period [(January 1, 2016 - December 31, 2016). The 2016
minirmum working capital reserve reguiremend of $B,355 382 was based on 3 percent of nel annual
capitation revenue of $278,512 723 budgeted for the 2016 contract year. As of December 31, 2018, the
Company had deposits of maintained in @ separate bank accounl, which exceeds the
minimum warking capital resanig requingmen,

The purpose of the rastricted reserve is o provide continuity of care for enrclled members, accountability
{0 laxpayers, and effectve program administration. The restricled resenve provides additional bguid assels
o underwrite the sk of Anancial volablity due to exraordinary and unbudgated program expendiures
The resiricied reserve is required to be funded based on 8 graduated scale using a percentage of
budgeled capitation revenus (net of cast share) for the DHS contract period (January 1, 2018 - December
31, 2016}, The 2016 minimum resticled reserve requirement of 53,785,127 was based on net annual
capitation revenue of $278,512 723 budgeted for the 2016 contract year, As of Decemiber 31, 2016, the
Company had deposits of maintamed 08 ceparsts bank account, which axceesds the
manimum restnicied resernve reguiramean

The salvancy fund provides for continuity of services and smooth transition of members from the existing
MCO fo anathar entify, of in the event the existing MCO becomes imaversibly insolvent. The solvency
reserve minimum requirement at December 31, 2016 was $750,000, and the funds are required to be
pledged 1o a separate account with the State of Wisconsin Department of Administration, As of December
31, 2016, the Company had certificates of deposit tolaling 51,065.118 held with the State of Wisconsin,
which exceeds the mindmum schrency reserve requirement. During the four months ended December 31,
2018, the Wisconsin Office of Commissioner of Insurance transferred 5315118 into the Company's
golvency reserve account as a result of the Bguidation of bwo olher managed care arganizabions in the
state of Wisconsin, This transfer is reflected in the statement of activities

Note 8 - Retirement Plans

The Company sponsors a 401(k) plan for its employees. The plan provides for the Company io make &
required matching contribution. Discretionary confributions to the plan totaled $36,364 for the period from
Septermber 1, 2015 theough December 31, 2016,

Note 9 - Operating Leases

The Company ks obligated wder various operaling leases through 2027 related to the rental of office
space, The leases also require the Company o pay & porton of laxes, insurance, utiities, and
mainienanca cosis. Total renl expense under these legses was 562 2487 for the period from September 1,
2016 through Decembar 31, 2016.

Future minkmum anmeal commitments under these operating keases are as follows

‘Years Endng
_I:lmrntru I femigunt
27 L4 1281
2018 153 456
2018 252 456
2020 HaHSER
2029 37 530
Thersafer 1,308 415

10



My Choice Family Care, Inc.

Notes to Financial Statements

December 31, 2016

Note 10 - Contingencies

Pericdically, the Company is involved in liigation and claims arising in the normal course of operations. In
thi opimion of manegement based on consultation with kegal counsed, potental losses from these matters
are considensd b b immalernial.
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Independent Auditor's Report

To the Audit Committes
My Choica Farnily Care, Ing

We have autited the accompanying financial statements of My Choice Family Care, Inc. {the "Company”™), which
comprise the stalerment of financial position as of Decamber 31, 2017 and 2016 and the related statements of
achivities and changes in ned assets and cosh flows for the year ended December 31, 2017 and the period from
September 1, 2016 (inception) through December 31, 2016, and the related noles to the financial statements,

Management's Responsibility for the Financial Statements

Management is responsible Tor the préparabion and fair presentation of these financial statements in accordance
with accownling prnciples generally accepted in the United States of Amernica, this includes the design,
implementation, and maintenance of mlermal cantred relevant to the preparation and fair presentation of financial
staterments that are free from matenial missiatemant, whether doe to faud or emor.

Auditor's Responsibility

Our responsibility is bo express an opinion on these financial statements based on cur awdis, We conducted our
audite in accordance with auditing slandands generally accepled in the United States of Amenca. Those
standards require that we plan and perform the audits 1o obtain ressonable assurance aboul whether the financial
statements ane frea from matenal misstalemant,

An audit involes performing procedures. (5 oblain audil evidence about the amounts and disclosures in the
financial staternents, The procadures selected depend on the auditor's judgment, including the assessment of the
rizks of materis! missiatement of the nancial statemenia, whather due to fraud or error. In making those risk
assassments, the auditer considers internal control relevant o the entity's preparaton and fawr presentation of the
financial statements in order o design audil procedures that are appropriate in the circumslances, bul nol for the
purpose of expressing an opinion on the efectiveness of the enlity's miernal control. Accondingly, we express no
such opinion. An audil alse mcludes evaluating the approprigteness of accounting polices used and the
reasonableness of significant accounting esfimates made by management, as well as evalualing the owverall
presentation of the financial stalemeants.

We believe that the audit evedence we have oblained is sulfficient and appropriale to provide a basis for our @udil
opinion,
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respecis, the financial
position of My Choice Family Care, Inc. as of December 31, 2017 and 2016 and the results of ils operations and
its cash flows for the year ended December 31, 2017 and the peried from September 1, 2016 through December
31, 2018 in accordance with accounting principles generally accepied in the United Slates of America.

7444:. / ;Jbt-lw, PLLE

May 24, 2018
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My Choice Family Care, Inc.

Statement of Financial Position

December 31, 2017 and 2018

2017 2016

Assals

Current Assels
Cash and cash eguivalents
Arcounis recenvable
Member accounts receivable - Net (Nole 2}
Olhar

Taolad accounts recenable

Capgiaticn receivable
Prepaid expenses and other cument assels

Tolal currenl aSsels
Property and Equipment - Net (Nate 4)

Restricted Assets (Mote 7)
Ehort-erm investmants
Cash equnsalents

Total assels § T3013,357 § 68,750,686

Lili iml

Liabilities and Mot Assets

Currant Liabilities
Unpaid cleams, claim adjustmien], and care management expenses.
(Mole &)
Claims incunred but naf reparted and unpaid rmpoted claims
Care managemant BXpensas
Claim adjustmant axpenses

Total tnpaid clams, claim adjusiment, and care managemenl
EXPENSES

fawwn]
Apcounts payable and acorued axpanses -
Capilaton payable =
Accrued payroll-related expenses -

S (e

Total current liabilibes

Net Assets - Unresirced __ .

Teolal kabdilies and nel assels §  73,0133a7 i EE!TEEIlEEE

il |
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My Choice Family Care, Inc.

Statement of Activities and Changes in Net Assets

¥ear Ended December 31, 2017 and Period from September 1, 2016 to December 31, 2018

Revenue
Premaums earmed
Capitation revenue
Member obligalian revenue
Orthar revenue

Tolal premiurms eamed and olher revenue

Operating Expenses
Member Senace oosls
Care managemen! cxXpenses
Cigen adjustment expensas
Ganaral and adminisiralive
Total operating expenses
Operating Income

Monoperating Income (Expense) - Met investman! incomae
{expense) (Mole 5)

Operating Income

Contribution from State of Wisconsin [(Male 7)
Inherent Contribution (Mole 1)

Change in Het Assels

Mat Assets - Beginming af penod

Met Assets - End of pariod

See nobes bo nancial stalemens, 3

2017 2016

o .

247,588,101 104,886 036

F B

306 BBV 164 102,643,545

10,922,537 2,243,391
— N ¢
11,144,296 2,243,079

11,144,256 32,662 5256
32,662 526 -
5 42 22 § I2EB2 526




My Choice Family Care, Inc.

Statement of Cash Flows
Year Ended December 31, 2017 and Perlod from September 1, 2016 to December 31, 2016

2017 2018

Gash Flows from Operating Activities
Operating Income 5 11144268 § 2,243,078
Adjusiments 1o recancile operating income to net cash and cash

eguivalants from operaling aciniles:

Depreciation and amorization

Loss on disposal of @quiprmen

Operating assets acquired and kabilfies assumed - Net of

cash (Mote 1)

Changes in oparaling assels and hiabdiies
Apccounts recahabla - Mel
Capitation recervable
Prepaid expenses and olher current assels
Unpand elasma, claim adjiustment, and care managemanl expenses
Accounts payable and accrued expenses
Apcrued payroll-related expenses
Capilabon payable

Met cash provided by operating activities

Cash Flows from Investing Activities
Cash and cash equivalents acquired from the County (Note 1)
Purchases of property and equiprment
Purchases of shor-term imastimenis

Mat cash (used in)

providad by investing actialies
Met Increase in Cash and Cash Equivalents 5,897 858 46,851,385
Cash and Cash Equivalents - Beginning of penod 45 861 85 .
Cash and Cash Equivalents - End of penod 5 52753243 5 Iﬁﬁilaﬂﬁ

Sep nates 1o fimamncial statements. 4



My Choice Family Care, Inc.

-_—

Notes to Financial Statements
December 31, 2017 and 2016

MNote 1 - Nature of Business

My Choice Family Care, Inc. (the “Company”, or MCFC) is a Managed Care Crganzaton (MCQ) that
operates the Stale of Wisconsin Family Care Program (Family Care). The Company administers the
family care benefit for both frail elders (age 60 and over) and persons with disabilites (ages 18-58) who
are delermaned to be efigible by @ resource center. MCFC is responsible for crealing a comprehenswe
plan of care for eligible members, confracting with a wide range of sendce providers, and manitoning the
quality of services that members receive. MCFC delivers member-centered, communily-based, culcomea-
focused, managed long-term care services and member-centered care planning for all Family Care
members. In relurn for coordinating and managing these senices, MCFC receives a capitated rate
payment par member per manth frem the State of Wisconsin, As of December 31, 2017 and 2016, MCFC
alfers the family care beanefit to eligible membars in nng countses,

Prior b Seplamiber 1, 2016, all MCOD actvibes wene operaled by the Miwaukee County Deparment of
Family Gare (the “County”). MCFC was adminisiratively incorporated on March 1, 2016 and thereafier
pursued a spin-off from operations of the County into a private, nol-for-private enlity to conlinue operating
as a family care MCO. Ultimately, the Mibvaukes County, Wisconsin board of supenvisors, in accordance
with Wisconsin Stalules Section 46.2884{4)[g). voted lo approve a transacbion whereby program
operations and programmatic Medcaid funds accumulated by the MCO from 2001 through August 31,
2016 would be transfemed to MCFC pursuant to the terms of an assel iransfer agreement. The Company
began operations as a private enbly effectve September 1, 2016

Under the larms of the aforementioned asset transfer agreemant, cerlan assels and babdibies of the
County were fransfemed to MCFG at fair markel value, along with programmatic Medicaid funds wlilized
io provide the famidy care benefit. As the transfer of pregrammalic funds did not represent a sale of
gosels, the net fair marke! value of these dentifable assets scguired and babilities assumed was
recognized as an inherent contribution in the Company's stalement of activitles and changes in nel
assels for the four-month period ended December 31, 2016, The followng fable shows the fair marked
value af the assels received and liabilibes assumed from the County, inchuding refrospactive application
of subsequent measuremeant period adjustmants, and the resulting inherent conlibution recognized in the
penod ended December 31, 2018

Agsaly
Cash and cash aguralants 3
Premiums and obher sooounis recivabbs
Frapad axpansas and atner cument asseds
F'i'l:ﬂﬂ:rl.']' and equipmaenl
Restncted cash equivalants

Liaksdilias
Urlpid claims and claim aduatmenl expenses
Unpaid care managemen] expensas
Unpaid claim adjusiment expenses
focoinis payable and accresd EXpEnses

nherest conrtion L
Mote 2 - Significant Accounting Policies

Basis of Presentalion

The financial staterments of the Company have been prepared on the basis of accounting principles
generally accepted in the United States of Amenca (GAAP).

Cazh, Cash Equivalents, and Shorf-Term nvestments

Cash and cash equivalents include cash and highly Bquid cerlificates of deposil wilh a matunly of three
manths or less. Shor-term investments consist of cerificates of deposit with a maturity of greatar than
threa months. Certificales of deposit are camed at cosl, which approximates fair marked value,

5



My Choice Family Care, Inc.

Notes to Financial Statements
December 31, 2017 and 2018

Note 2 - Significant Accounting Policies (Continued)

Cash, cash equivalent, and shor-lerm invesiment balances on deposit with the bank exceed the federal
depository Ingurance limit. Custodial credd risk is the nsk thal, in the evenl of a bank failure, the
Company's deposils may nol be retumned 1o it. The Company’s policy related to custodial credi rigk of
bank daposits is to maintain all deposits in a high-quality institution. The Company maintains balances in
it deposil accounts to adequately cover current operaling and claims paymen! expenses and, as a
resull, generally requires balances that exceed the lederal depository insurance limet. The Company
believes that, due to the dollar amounts of cash deposiis and the imits of FDIC maurance, il is nol always
praciical to msure all depasits. As a resull, the Company evaluates each financial institulssn wilh which A
deposits funds and assesses the beval of sk of each institution; only those with an acceptable estimated
risk bevel are used as depositones.

All of the Company's cash, cash equivalents, and shorl-derm invesiments are held in custody al LS,
Bank

Cash, cash equivalents, and shoei-term imvestments that are limibed in thesr use by contraciual
agreements are presented separately on the slatement of financial posiion.

Property and Eguipmant

Property and equipment are recorded al cosl less depreciation. Property and aquipment arg depreciabed
ower their estimated useful lives using the straight<ine method, Cests of maintenance and repairs are
changed bo expense when incurred.

Unpaid Claims, Claim Adfustment, and Care Managemant Expanses

The regofed labikty for unpaid claims, clasm adpesiment, and care manpgemeant expanies s composed
of three components. a liability for claims on hand that have not been paid and for clams incurred but not
yel repared, unpaid confracted care management expenses, and unpadd claims adjustment expenses.

Claims incurred but nol reporded are based primardy on past expenence, including claim payment
palterns, entolment and eligibilty data, and other information and are delermined in part by actuarial
calculations, Management believes that the liabllity for for unpaid claims, claim adjustment, and care
management expenses is appropriately established in the aggregate and makes a reasonable provision
fo cover the ullimate cost of repoded and unreporded claims. Because such liabilibkes are based on
estimates. the ultimate net cost may vary malerially from such estimates. These estimates ase regularly
reviewed and updated using the most cument information available. Any refling adustments ane
reflected in operations in the pericd the need for such adjustments becomes apparent.

Estimates for unpasd claims and claim adustment expenses are derved by service category using
various acluarial estimation methods, including specific authonzed inventory method, forecasts using
smocthed weighted-average development factors and per-member, per-day and per-memoer, per-month
expodure-based approaches,



My Choice Family Care, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

Note 2 - Significant Accounting Policies (Continued)

Capitation and Member Obligation Revenue

The Company receives the majodly of its funding from an annual Medicaid contract with the Stale of
Wigeansin Depanimant of Health Services (DHS), This funding, refarred te withan the statement of
aclivilies and changes in nel assets as capilslion revenue, s based on Medical Assstance (VA
capilated payment rates for Family Care eligible members and s recognized in the month thal members
are enlitled to receive senvices. The capitated rates are calculated annually by the DHS actuarny with year-
end adjusiments to account for the High Cost Risk Pool (HCRP) and member fargel group case mix,
which may result in significant adjusiments (o revenue recognized in fulure pencds. If rate adjusiments
are expected and estimable, manegement estimates the impact of those adjusiments on revenue based
on a vanety of factors, when practical 1o do $o based on data available. While management believes
Ihese estmates ae accurale, it is reasonably possible thatl a change in estimate will occur in the near
term &5 8 result of actual e adwustments differing from projected rate adjustments. The impac of these
eglimated rate adjustments, along with any adjusimenis lo capilation revenue resulling from member
cost-sharing modifications, are reflactad within tha capitation receivable or payable account balances on
the statement of financial position. The capilation (payable) receivable balance totated i and

as of December 31, 2017 and 2018, respectvely. Management considers all amounts
receivabla from the State of Wisconsin to be collectible and, therefore, an allowance for doubiiul accounls
related to this receivable was nol recorded al December 31, 2016

MCFC also recaives funding from s mamipers wha have responsibility for cost-share andfor rogm and
board costs if the member resides i a residential heakhcare facikly. This member obligation revenue is
recognizad in the period in which members utilize the services. Accounts receivable from members are
slated al net invoice amounts. An allowance for doubliul accounts is established based on a specific
assessmenl of all invoices that remain unpaid following normal customer payment penods, In adddtion, a
general valuation allowance i5 established for other accounts receivable based on hislorical loss
experience, Al amounts deemed io be uncolleciitle are charged againgt the allowance for dowbtful
accounts in the period thal determination is made.

Income Taxes

The Company is exempt from federal income taxes under the provisions of Section S01(c)(3) of the
Infernal Revenue Code. Accordingly, no provigion for income taxes is made in the financial slatements.
As of December 31, 2017 and 2016, the Company had no unrecognazed tax benefils, There were no
penalties or interes! recognized o accreed during 2017 or 2016. The Company files tax relurns in LS,
federal and state of Wisconsin jurisdictions.

Uze of Esfimates

The preparglion of financial staternenis in conforrmdy with GAAP requires mansgement to make
estimales and assumplions that affect the reporied amounts of assets and liabilties and disclosure of
contingent mssets and kabilties at the dale of the fnancial statements and the repored amounis of
revanug and expenses durng the reporing period. Actual resulls could differ from those estimates. The
Company considers the accounbing estimale for unpaid member services and capilation receivables
{payables) critical in the preparation of tha financial statements. The Company uses information availaile
al the time the estmates are made, however, these estimates could change matedally o differen
information of assumplions were used. Addiionally, these estimates may not ulimately reflect the actual
amounts of the final ransactions that ocour,

Reclassification

Certamn 2016 amounts have been reclassified in order to conform ta the 2017 presentalion. The Comparny
reclassified cash and cash equivabent amounis in the working capial and resincted reserves fo a
separale cash and cash eguivalents Bne item undar restricted assets



My Choice Family Care, Inc.

Notes to Financial Statements
o December 31, 2017 and 20186

Note 2 - Significant Accounting Policies (Continued)
Adaption of Mew Accounting Pronouncement

Diuring the year ended December 31, 2017, the Company adopled Accounting Standards Updaele (ASU)
Mo, 2015-09, Disclosuras About Shor-Owvabion Contracts. This ASU requires inswrance enlilies o
drschose certain information abouwt the liabilily for unpaid claims and claims adjustment expense for annual
reporting periods, This adoption modified the claim dischosures and had no impact on the Company's net
assals or changes n nel assels.

Upcoming Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASE) issued Accounling Slandards Update
(ASU) Mo, 2014-08, Revenue from Confracts with Customers (Topic 808}, which will supersede the
current revenye recognition reguirements in Topic 805, Revenie Recogadion, The ASU is based on the
principle thal revenus is recognized Lo depict the ransfer of goods or senvicas [0 cusiomerns in an amouni
thal reflects the consideration 1o which the entily expects 1o be enlitied in exchange Tor those goods or
sanaces. The ASL also requires additional disclosure about the nature, amount, bming, and uncerainty
of revenue and cash flows ansing from cusiomer contracts, including significant judgmends and changes
in judgrments and assels recognized from costs incurmed b obfain or fulfill @ contract, The new guidance
will be effective for the Company's year ending December 31, 2019, The ASU permits applicaban of (he
new revenue recognition guidance to be apphied using one of two refrospective application methods. The
adoption of thi4 standard will not impact the Company's insurance contract revenus, a% these have baen
scoped out of the new guidance, The Company does nol believe adopling the provisions of this ASL n
the fubure will have a significant impact on its other revenue streams and, thus, has not yel quantified the
impaci of the change,

In February 2016, the FASE issued ASU Mo. 2016-02, Loases, which will supersede the current lease
requiraments in ASC B40. The ASU requies lessees to recognize a right-of-use esset and related lease
liabilty for all leases, with a kmited exception for short-term leases. Leases will be classified as either
finance or operating, with the clasaficabon affecting the pattern of expense recognition in the stalement
of operations. Currently, leases are classified as either capilal or operating, with only capilal leases
recognized on the balance sheet. The reporting of lease-related sxpenses in the statements of operations
and cash flows will be generally consislent with the current guidance. The new lease guidance will be
gffeciive for the Company's year ending December 31, 2020 and will be applied using a modified
retrospactive transition method to the beginning of the earbest pericd presented. The effects of
implemanting this standard on the results of operations are nol expecied 1o be significant, &s recogniton
and measuwrement of expenses and cash lows for leases will be substantially the sama,

In August 2016, the FASE issued ASU Mo, 2016-14, Nol-for-Profil Enlities (Topic 858). Presenlation of
Financial Siatemeanis of Nolfor-Profd Enflies. ASU Mo, 2016-14 reguires significant changes lo the
financial reporting model of organizations that follow the FASE nol-for-profit rules, incuding changsng
from three classes of nel assels o two classes nel assats with donor restrictions and nel assets without
donor restictions, The ASU will also require changes in the way certain information s aggregated and
reported by tha Company, including reguired discloswes about the liquidity and avalability of
regources. The new standard is effective for the Company's year ending Decermber 31, 2018 and
thereafler and musl be applied on & retrospective basis. The implementation of this standard is nal
expected to impact on the presantation of the Company's fnancial statements.



My Choice Family Care, Inc.

Notes to Financial Statements
Dacember 31, 2017 and 2016

Note 2 - Significant Accounting Policies (Continued)

fn June 2015, the FASE issued ASL Mo, 2018-13, Fmancis! Instruments - Credif Losses. Measuremani
of Credil Losses on Financial Mnstruments. The ASU includes changes 1o the accounting and
measurament of financial assels, intluding the Company's accounls receivable and held-to-maturity debt
secunbies, by requiring the Company io recognize an allowance for all expected losses over the iife of the
financial asset al origination, Thes is different from the currenl praclice where an allowance 5 not
recognized until the losses anre considered probalble. The ASU also changes the way credil losses are
recognized for avatable-for-sale debl sacurties. Credit losses are recognized through the recording of an
allowance, rather than as a write<down of the canying value. The new guidance will be effective for the
Company’s year ending December 31, 2021. Upon adoplion, the ASU will be applied using a modified
refrospactive fransilion method fo the beginning of the earliest penod presented. A prospective bransibon
approach ks required for debl securities for which an otherdhan-lemporary imgaiment had been
recognized before the effeclive date, Early adoption for all entities is permilled for fiscal years beginning
after Decamber 15, 2018. The Company does nol believe adopling the provisions of this ASU in the
future will have a matenal impact on the financial statements and, thus, has nol et quantified the impact
of the change,

Subseguent Evenis

The financial statermenls and related disclosunes inchede svaluation of events up through and ncluding
May 24, 2018, which is the dale ihe financial slatements were available to be issued,

Mote 3 - Member Accounts Receivable
The fallewing is & summary of net accounts recaivable from members af Decamber 31, 2017 and 2016

2017 2018
Member recevables 5 2116781 % 18720658
Less allowance for dowltiul accounts {1,204 565) [F19.614)
Mel membar accounts recavable 3 Bi5218 £ 1!1EM-H

Mote 4 - Property and Equipment
Propery and equipmant a8 of Decamber 31, 2017 and 2016 are summarnzed as follows:

i I 2016
Fumiture, squipmend, and sofbwate [(5-10 year dapresable lde) 1 2954083 & 1,454 B3
Wioek in progress (nondepreciable) 550,562 128713
Tolal cost 3 543 7156 1,620 575
Accumulaled depresabos and amsorizakon 418,723 Td 251
Mt promeddy and equpenent $ 2124892 £ 1546324

Depreciabion and amortzation expense for the year ended December 31, 2017 and for the period From
September 1, 2016 throwgh December 31, 2016 was $346 3563 and 574,251, respectively.



My Choice Family Care, Inc.

Notes to Financial Statements

December 31, 2017 and 2018

— — -

Mote 5 - Investment Income

investmeant income is composed of the following for the year ended December 31, 2017 and for the
penad from Septermber 1, 2016 through December 31, 2016

2017 2016
Wnteresl incoma - Gash, cash equivalents, and shorl-lem imvasiments 5 244 180 § 4 085
Envestrment expansas {22 431) [4,364)
Met invesimen (noame 5 221,788 & {312)
MNote 6 - Liability for Unpaid Claims, Claim Adjustment, and Care Management

Expenses

The following summarizes aclivily in the lability for unpald claims, claim adjustment, and care
management expenges for the year ended December 31, 2017 and for the period from Seplember 1,
2016 through December 31, 2016

2017 2018
Lisbélity a5 of beginning of period $ 2MBEOTIN S .
Transfer of iabilty from the Counly on Seplember 1, 2016 [Note 1) - 22,455,081
incusred [recowered) relabad o
Cusrani year 205,763 450 o6 456710
Prios pans (aid, ) {206,712
Total inurnned 285 848 851 50, 240,998
Faid relaied ta:
Currer year 270,231,121 74,585,850
Prios years 24,348 34T 22,253.516
Tolal pag 204 580 470 96,835 366
Lisbility ms of Decamber 31 o B e T R

Az B result of changes lo estmates for incured clasms, claim adjustmend, and care management
expenses altribuiable fo insured evenls of prior periods, claims expense decreased by approximately
£315,000 and 207,000 during the year ended December 31, 2017 and for the period from Seplember 1,
2016 through December 31, 2016, respectively. Changes in unpad claems, claim adjustment. and care
management expenses ane generally the resull of ongoing analysis of recent loss development frends.
Original estimales are increased or decreased as additional information becomes known regarding
individual claims.
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My Choice Family Care, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

Note & - Liability for Unpaid Claims, Claim Adjustment, and Care Management
Expenses (Continued)

The following is informabion about incurred and paid claims development as of December 31, 2017, a5
well a5 |BME and cumulative reporied claims by pesod. The information related lo meurred and paid
claims development for the period from September 1, 2018 through December 3%, 2016 is presented as
supplemeantary information (unaudited).

Ircurred Clasms and Claim Adjustmand
Expangas for the Year Ended Decamber 11,
2017 and tha Four-manth Penod Ended
Decamber 31, 2016
(% in 000s, exoepd for cumulalive number of

apoied claame) fig of December 31, 2097
Curnilaine
Mumibar afl
Claim Paripd” 2018 2017 Tetal IEMR Aeported Claims
201G 5 F9457 & &, 702 3 4 291,883
Fatd 255 A6 £3.342 810,906
Tolal 5 305 965

Cumulatiee Paid Clairs arnd Alscaied
Claims Adjuesiment Expenses
Yeaar Ended December 31, 2017 and the
Four=manth Pansd Ended Decambar 31,

2015
{5 ir DODs, excapt for cumulative number of
reparted claima)
Clasm Period* 2016 2017

2016 g 74,585 § an 253
2017 ZTH.A65
Todal 5 355728

Total liabikty for clams and claim afusimend
CEPENERS 5 26238
|

*The 2016 claim period in the lables above represents the period from September 1, 2016 through
Decernber 31, 20186, The 2017 claim period in the lables represenis the period from January 1, 2017
through Decamber 31, 2017

Note 7 - Reserve Requirements

Az of December 31, 2017 and 2016, the Company has met the resane reguirements a5 identified in its
confracls with DHS. As required under the annual confract with DHS fo administer the Famdy Care
program, MCFC shall demonstrate is capacily for financial solvency and stability along wilh its abdity o
assurne e level of financial risk by mainaining cerlain resenves. The MCFC shall maintain a working
capital resarve, resiricled resence, and sohvency resenve. The working capial and restricted resenses ang
held by the Company in the form of certificates of deposil as of December 31, 2017 and were hald in the
form of cash equivalents a1 December 31, 2016, The schvency reserve is hald by the Wisconsin
Depanment of Administration in the form of cetificates of deposil, The balances related lo these resenes
ang reporied as restricted asgets on the statemend of financial pasition,
11



My Choice Family Care, Inc.

Motes to Financial Statements

December 31, 2017 and 2016

Note 7 - Reserve Requirements (Continued)

The purpose of the working capital reserve is bo provide ongoing liquid assets to manage rouline
fluctuabions in revenus and expenses that will acour in the normal course of business opéralions. The
rrinirasm working capital balance is calculated as 3 percent of MCFC's budgeted capitation revenue (med
of cost share) for the DHS confract peniod.

The purpase af the resiricied resarse s 1o provide continuity of care for anrglled members, accountability
to texpayers, and effective program adminigiralion. The restricled resenve provides additional liquid
assels to underwila the risk of financial volatifty dus Io extracrdinary and unbudgeted program
expenditures. The restricted reserve i required to be funded based on a gradualed scale usng a
percentage of budgeted capilation revenue [net of cost share] for the DHS conlract paricd.

The sotvency reserve fund provides for continuty of services and smooth iransition of members from the
axisting MCO 1o anolhers entlty, or in the event the existng MCO becomes imeversibly insolvenl. The
sohsency reserve funds are required to be pledged lo a separate acoount with the Stale of Wisconsin
Department of Administration, During the four months ended December 31, 2018, the Wisconsin Office
of Commissioner of Insurance transfermed $315,118 into the Company’s solvency raserve accound as a
resLlt of the liquidation of two other managed care organizations in the stale of Wisconsin, This fransfer is
reflecied in tha staternend of activibes and changes in net assels.

The maimem required resenve balances for the 2017 and 2016 DHS conlracl years (January 1 -
December 31} and the aclual reserve balances as of December 31, 2017 and 2016 are as follows:

2017 2018

Requirad Actual

Actual Reguired
Wordng capital reserve ) I I I
Resiricied resenme
Solvancy redsne
Tou s o 1SN o s . SN

In addition to restricled assets, the Company has unrestricled cash and cash equivalents of $52,759,243
and 534,261,185 as of December 31, 2017 and 2016, respectively.

Mote 8 - Retirement Plans

The Company sponsors a 401(k) plan for i% employees. The plan is fully funded and provides for the
Company to make a required maiching contribulion. Confribubions 1o the plan iotaled 5293, 360 and
536,364 for the year ended December 31, 2017 and for the peniod from Seplember 1, 2078 through
Decamber 31, 2016, respecitvely.

Note 9 - Operating Leases

The Company is obligated under various operating leases through 2027 related io the rental of office
space. The leases also require the Company o pay a podion of laxes, insurance, uliities, and
maintenance cosks. Talal renl expense wnder theos leases was 5395019 and B82. 297 lor the year ended
2017 and for the period from Septembaer 1, 2016 theough December 31, 2016, respectivaly.
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My Choice Family Care, Inc.

Notes to Financial Statements
December 31, 2017 and 2016

Note 9 - Operating Leases (Continued)
Future minimism annual commilmenis under these operating keases are as follows:

‘pars Engang

Decamber 31 Samari
208 £ 784 967
2B 2T AT
2020 272 362
2021 274 742
2022 4B B33

Thereater 1|19DE5
Tolal & 2 540 770

e
Note 10 - Contingencies
Periadically, the Company is invalved in Migation and claims arising in the nommal course of operations. In

the spinkon of management based on consultation with legal counsal, polential logses from these malters
are considered o be immateral.
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