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ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

ASSETS

Current Year

Prior Year

Assets

2

Nonadmitted
Assets

3
Net Admitted
Assets
(Cols.1-2)

4

Net Admitted
Assets

2. Stocks (Schedule D):

1. Bonds (Schedule D) ...

169,816,314

169,816,314

211,121,920

21 Preferredstocks ...

22 Common StOCKS ...
3. Mortgage loans on real estate (Schedule B):

34 Firstliens ...

3.2 Otherthanfirstliens ...
4, Real estate (Schedule A):

4.1  Properties occupied by the company (less §............... 0

ENCUMDBIANCES) ... ..o
4.2 Properties held for the production of income (less §............... 0
ENCUMDBIaANCES) ...

4.3 Properties held for sale (less §............... 0 encumbrances) ...........
5. Cash ($......62,311,202, Schedule E Part 1), cash equivalents

($......24,655,686, Schedule E Part 2) and short-term investments

($.......9,144,098, Schedule DA) ..................ccccoiiiii
6. Contract loans (including §............... 0 premium notes) .................ccoo...
7. Derivatives (Schedule DB) ...
8. Other invested assets (Schedule BA) .........................ccco
9. Receivables for securities ...........................
10.  Securities Lending Reinvested Collateral Assets (Schedule DL) .............
11.  Aggregate write-ins for invested assets ......................................
12.  Subtotals, cash and invested assets (Lines 1to11) ...........................
13.  Title plants less §............... 0 charged off (for Title insurers only) .............
14.  Investmentincome due andaccrued ...
15.  Premiums and considerations:

......... 10,617,361
.......... 8,986,531
AAAAAAAAAAAAA 976,201

1,511,642
AAAAAAAAAAAAA 976,201

......... 10,617,361
7,474,890

3,619,937
......... 12,641,497

419,075,697

2,487,842

15.1  Uncollected premiums and agents' balances in the course of
collection ...
15.2  Deferred premiums, agents' balances and installments booked
but deferred and not yet due (Including §............... 0 earned but
unbilled premiums) ...
15.3  Accrued retrospective premiums ($............... 0) and contracts
subject to redetermination ($............... 0)
16.  Reinsurance:
16.1  Amounts recoverable from reinsurers ...
16.2  Funds held by or deposited with reinsured companies ................
16.3  Other amounts receivable under reinsurance contracts ...............
17.  Amounts receivable relating to uninsured plans .................................
18.1  Current federal and foreign income tax recoverable and interest thereon ...
18.2 Netdeferredtaxasset ...
19.  Guaranty funds receivable or on deposit .........................
20.  Electronic data processing equipment and software ............................
21.  Furniture and equipment, including health care delivery assets
[CI— 0) e
22.  Netadjustment in assets and liabilities due to foreign exchange rates ......
23.  Receivables from parent, subsidiaries and affiliates ...........................
24,  Health care ($.......7,474,890) and other amounts receivable .................
25.  Aggregate write-ins for other than invested assets ..............................
26.  TOTAL assets excluding Separate Accounts, Segregated Accounts and
Protected Cell Accounts (Lines 12t025) ................ooooeeei,
27.  From Separate Accounts, Segregated Accounts and Protected Cell
ACCOUNTS ...
28.  TOTAL (Lines 26 and 27) ...t
DETAILS OF WRITE-INS
10T,
1102,
1108,
1198. Summary of remaining write-ins for Line 11 from overflow page ..............
1199. TOTALS (Lines 1101 through 1103 plus 1198) (Line 11 above) ..............
2501. Prepaids and otherassets ........................oooo
2502,
280,
2598. Summary of remaining write-ins for Line 25 from overflow page ..............
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25 above) ..............




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

LIABILITIES, CAPITAL AND SURPLUS

Current Year Prior Year
1 2 3 4
Covered Uncovered Total Total

1. Claims unpaid (less §............... Oreinsurance ceded) ... .. 83,027,870 .................. .... 83,027,870 ...107,650,348
2. Accrued medical incentive pool and bonus amounts ... 49,729,208 .................. ... 49,729,208 .... 23,913,976
3. Unpaid claims adjustment eXpenses ...............c.coooooiiiiiiiii | L e
4, Aggregate health policy reserves, including the liability of §............... 0 for medical loss ratio

rebate per the Public Health Service Act ... 5,001,663 .................. |...... 5,001,663]...... 5,002,000
5. Aggregate life policy reserves ... e e
6. Property/casualty unearned premium reServes ...................oooociiiiiieeeeeii e
7. Aggregate health claim reserves ... e
8. Premiums received in @dvance ... 60,034 ... 60,034 |.......... 58,781
9. General expenses due Or aCCrued ..................oooooiiiiiii e ..39,703,015] ... ....39,703,015(.... 19,912,745
10.1  Current federal and foreign income tax payable and interest thereon (including §............... 0

on realized capital gains (I0SS€S)) ... .. 15,051,362 .................. ... 15,051,362]...... 5,218,447
10.2  Netdeferred tax liability ...
1. Ceded reinsurance premiums payable ....................... e e
12. Amounts withheld or retained for the accountofothers ...................... ] 2687879 ... 2,687,879]...... 2,191,855
13. Remittances and items not allocated .................oo 19,213,406 (.................. ... 19,213,406 |.... 15,977,115
14. Borrowed money (including $............... 0 current) and interest thereon §.............. 0

(including §............... O CUMeNt) .
15. Amounts due to parent, subsidiaries and affiliates ... 5348432 ................. ... 5,348,432 ...... 2,475,101
16. Derivatives ... e
17. Payable for securities ... e
18. Payable for securities lending ... e
19. Funds held under reinsurance treaties (with $............... 0 authorized reinsurers,

B 0 unauthorized reinsurers and §............... 0 certified reinsurers) ......................f oo L
20. Reinsurance in unauthorized and certified ($............... 0)companies ... e
21. Net adjustments in assets and liabilities due to foreign exchangerates ......................o | [
22. Liability for amounts held under uninsured plans ... 8,006,577
23. Aggregate write-ins for other liabilities (including $............... Ocurrent) ... 600,000(.................. |[........ 600,000........ 600,000
24, TOTAL Liabilities (Lines 110 23) ... ...220,422,868|.................. ...220,422,868 | ... 191,006,946
25. Aggregate write-ins for special surplus funds .......................... ] XXX .o ] XXX oo
26. Common capital Stock ... XXX XXX 1 1
27. Preferred capital Stock ... XXX ... XXX oo
28. Gross paid in and contributed surplus ... XXX ... ... XXX 639,999 1........ 639,999
29. SUMPIUS NOES ... XXX .o XXX oo
30. Aggregate write-ins for other than special surplus funds ................................... ] XXX XXX ... 37,300,000 ................
31. Unassigned funds (SUFPIUS) ... XXX ... ... XXX ...158,224,986 | ... 204,514,386
32. Less treasury stock, at cost:

321 0 shares common (value included in Line 26 §.............. 0) XXX XXX oo

322 0 shares preferred (value included in Line 27 §.............. 0) ] XXX ... XXX oo
33 TOTAL Capital and Surplus (Lines 25t0 31 minus Line 32) ... ] XXX ... XXX ...196,164,986 | ... 205,154,386
34. TOTAL Liabilities, Capital and Surplus (Lines24and 33) ...........................................|.... XXX ... XXX ...416,587,855|...396,161,332
DETAILS OF WRITE-INS
2301, Statutory Deposits ... 600,000 |.................. | 600,000 ........ 600,000
2302, e
23003, [ L e [
2398.  Summary of remaining write-ins for Line 23 from overflowpage ......................oo | L L L
2399. TOTALS (Lines 2301 through 2303 plus 2398) (Line 23 above) ....................................| ... 600,000(.................. |[........ 600,000........ 600,000
2501, XXX ... XXX o
2502, XXX .| XXX o
25003, XXX ... XXX o
2598.  Summary of remaining write-ins for Line 25 from overflowpage ...................................|..... XXX ... XXX oo
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25above) ....................................| ... XXX ... XXX oo
3001. Federal Provider Fees (Data Year) ... XXX .. ... XXX . 37,300,000 ..o
3002, XXX ... XXX oo
3003, XXX ... XXX o
3098. Summary of remaining write-ins for Line 30 from overflow page .......................... ] XXX ..o ] XXX oo
3099. TOTALS (Lines 3001 through 3003 plus 3098) (Line 30 above) ...................................|..... XXX ... ... XXX ... 37,300,000|................




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total

1. Member MoNthS ... XXX oo 2,076,830(.......... 2,465,892
2 Net premium income (including §............... 0 non-health premium income) .............................. [ XXX o] 1,836,226,250 ... 1,926,221,185
3 Change in unearned premium reserves and reserve for rate credits ..................................... ... XXX o
4 Fee-for-service (net of §.............. 0 medical EXPenses) ...........ccooeeeiiiiiiiiiiii e XXX o
5. RiSKrevenue ... XXX o
6 Aggregate write-ins for other health care related revenues ......................... | XXX o
7 Aggregate write-ins for other non-health revenues ... XXX
8 TOTAL Revenues (LINeS2t07) ... XXX 1,836,226,250 | ..... 1,926,221,185
Hospital and Medical:
9. Hospital/medical benefits ....................... e 1,137,711,527 | ... 1,250,269,423
10. Other professional SEIVICES ..................oooiiiii e e e
1. Outside referrals ... e
12. Emergency room and out-of-area .......................oo e e
13. Prescription drugs ... 284,672,848 ....... 317,432,616
14, Aggregate write-ins for other hospital and medical .............................o
15. Incentive pool, withhold adjustments and bonus amounts .............................o 94,089,178 ......... 36,798,579
16. Subtotal (Lines 9to15) ... | 1,516,473,553 | ..... 1,604,500,618
Less:
17. Net reinsurance reCoVeries ..o
18. TOTAL Hospital and Medical (Lines 16 minus 17) ... | 1,516,473,553 | ..... 1,604,500,618
19. Non-health claims (Net) ..o | e
20. Claims adjustment expenses, including $............... 0 cost containment expenses .................... | 12,084,867 ......... 12,884,494
21. General administrative €XPeNSES ...............oooii i 195,776,643 ....... 201,624,287
22. Increase in reserves for life and accident and health contracts (including $............... 0 increase in

reserves forlife only) ...
23. TOTAL Underwriting Deductions (Lines 18 through 22) .........................occoocii | 1,724,335,063 | ..... 1,819,009,399
24, Net underwriting gain or (loss) (Lines 8 minus 23) ...................co.ooooii e XXX | 111,891,187(....... 107,211,787
25. Net investment income earned (Exhibit of Net Investment Income, Line 17) ....................... | 6,274,730(.......... 6,240,753
26. Net realized capital gains (losses) less capital gains tax of $...........0 ... o [ 14,070]............. 543,643
27. Net investment gains (losses) (Lines 25plus 26) ... L | 6,288,800 .......... 6,784,396
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered

S, 0) (amount charged off §............... O) o e
29. Aggregate write-ins for other income or eXpenses ................coooo e e (32,967,074)
30. Net income or (loss) after capital gains tax and before all other federal income taxes (Lines 24

plus 27 plus 28 PlUS 29) ... XXX .| 118,179,987 |......... 81,029,108
31. Federal and foreign income taxes incurred ............................ XXX oo 42,066,259 ......... 27,683,049
32. Net income (loss) (Lines 30 minus 31) .....................o XXX o] 76,113,728 ......... 53,346,059
DETAILS OF WRITE-INS
080T, XXX o
0802, XXX
08003, XXX
0698.  Summary of remaining write-ins for Line 6 from overflow page ... [ XXX
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above) ..........................oooo [ XXX
0700, XXX
0702, XXX
0700, e XXX
0798.  Summary of remaining write-ins for Line 7 from overflow page ..................................oo XXX
0799. TOTALS (Line 0701 through 0703 plus 0798) (Line 7above) .....................................ccco | XXX
1400, e e e
1402, e
1403, e
1498. Summary of remaining write-ins for Line 14 from overflow page ...
1499. TOTALS (Lines 1401 through 1403 plus 1498) (Line 14 above) ... i L |
2901. Federal Health Insurance Providers Fees ... (32,967,074)
200,
2000,
2998.  Summary of remaining write-ins for Line 29 from overflowpage ........................ooooooo
2999. TOTALS (Line 2901 through 2903 plus 2998) (Line 29 above) ...........................ccooo L (32,967,074)




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

STATEMENT OF REVENUE AND EXPENSES (Continued)

Currerlt Year Prior2 Year
CAPITAL & SURPLUS ACCOUNT

33. Capital and surplus prior reporting year ...................ooooi 205,154,386 | ....... 156,109,962
34, Netincome or (loss) from Line 32 ... 76,113,728 ......... 53,346,059
35. Change in valuation basis of aggregate policy and claim reserves .....................cooo |
36. Change in net unrealized capital gains (losses) less capital gains tax of $.............0 ... [............. 35182
371. Change in net unrealized foreign exchange capital gain or (I0SS) ........................ccooo { oo
38. Change in net deferred income tax ........................co (2,332,324)|........... (792,190)
39. Change in nonadmitted @ssets ... 6,194,014|........ (3,509,445)
40. Change in unauthorized and certified reinsurance .........................ooo
41. Change intreasury StOCK ...
42. Change in sUrplUS NOtES .............oooooii e
43. Cumulative effect of changes in accounting principles ........................cccooo Lo
44, Capital Changes:

440 Paidin ...

44.2  Transferred from surplus (Stock Dividend) ...

443  Transferred to SUMPIUS ... e
45, Surplus adjustments:

451 Paidin ..o L

452 Transferred to capital (Stock Dividend) .........................o e

453  Transferred from capital ...
46. Dividends to stockholders ... (89,000,000) | ...
47. Aggregate write-ins for gains or (I0SSes) iN SUrPIUS ..o e
48. Net change in capital and surplus (Lines 34t047) .....................ooocccii (8,989,400)]......... 49,044,424
49, Capital and surplus end of reporting year (Line 33 plus48) ...................................... | 196,164,986 |....... 205,154,386
DETAILS OF WRITE-INS
A701. e
4702.  Statutory deposit ... e
4703, e
4798. Summary of remaining write-ins for Line 47 from overflow page ...
4799. TOTALS (Lines 4701 through 4703 plus 4798) (Line 47 above) ........................oo |




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

CASH FLOW

—_
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13.

14.
15.

16.

17.

18.
19.

Cash from Operations
Premiums collected net of reinsurance

Nt INVESIMENt INCOME ...
Miscellaneous income
TOTAL (Lines 1 through 3)

Benefit and loss related payments

Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts

Commissions, expenses paid and aggregate write-ins for deductions

Dividends paid to policynolders ... ...
Federal and foreign income taxes paid (recovered) net of $............... 0 tax on capital gains (losses)
TOTAL (Lines 5 through 9)

Net cash from operations (Line 4 minus Line 10)

Cash from Investments

Proceeds from investments sold, matured or repaid:

12,0 BONAS
122 SHOCKS ..o
12.3 0 Mortgage l0ans ...
124 ReAIESIAtE ..o o
125 Otherinvested aSSets ...........oooiiiiiiiii
12.6  Net gains or (losses) on cash, cash equivalents and short-term investments ......................................
12,7 MisCEllan@OUS PrOCEEAS ... ... ..o
12.8  TOTAL Investment proceeds (Lines 12,110 12.7) ...
Cost of investments acquired (long-term only):

1301 BONAS ..o
132 SHOCKS ...
13.3  Mortgage l0ans ...
134 ReAIESIAIE ..o
13.5  Otherinvested aSSets ..o
13.6  Miscellaneous applications ...
13.7  TOTAL Investments acquired (Lines 13110 13.6) ...
Net increase (decrease) in contract loans and premium notes ...
Net cash from investments (Line 12.8 minus Line 13.7 minusLine 14) ...

Cash from Financing and Miscellaneous Sources

Cash provided (applied):

16.1  Surplus notes, Capital NOLES ...............ooo
16.2  Capital and paid in surplus, less treasury StoCK .......................coo
16.3  BOMOWEd fUNGAS ...
16.4  Net deposits on deposit-type contracts and other insurance liabilities ..............................................
16.5  Dividends t0 StOCKNOIAETS ... ... ..o
16.6  Other cash provided (@pplied) ...
Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6) ..............
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15and 17) ......................

Cash, cash equivalents and short-term investments:
19.1
19.2

Beginning of year
End of year (Line 18 plus Line 19.1)

1
Current Year

2
Prior Year

1,814,513,000
7,756,398

1,898,759,376
7,938,923

1,822,269,398
1,508,522,751

32,233,344

1,906,698,298
1,614,655,831

51,919,917

1,778,001,874

1,929,332,345

44,267,524

(22,634,047)

97,995,144
2,405,913

89,000,000
4,210,794

3,092,140

(84,789,206)

(2,917,708)

99,028,694

3,092,140

(36,276,514)

135,305,209

96,110,986

99,028,694

Note: Supplemental Disclosures of Cash Flow Information for Non-Cash Transactions:

1200001 |




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

ANALYSIS OF OPERATIONS BY LINES OF BUSINESS

Total

2
Comprehensive
(Hospital
&
Medical)

Medicare
Supplement

Dental
Only

Vision
Only

6
Federal
Employees
Health
Benefits Plan

Title
XVIII
Medicare

Title
XIX
Medicaid

Other
Health

Other
Non-Health

.. 1,836,226,250

.. 1,836,226,250

.. 1,836,226,250
. 1137,7111,527

94,089,178

.. 1,836,226,250
. 1137,7111,527

94,089,178

.. 1,616,473,553

..1,5616,473,553

12,084,867
.... 195,776,643

12,084,867
.... 195,776,643

.. 1,724,335,063

.. 1,724,335,063

... 111,891,187

... 111,891,187

1. Net premium income ..o
2. Change in unearned premium reserves and reserve for rate credit .
3. Fee-for-service (net of $............... 0 medical expenses) ..............
4. Riskrevenue ...
5. Aggregate write-ins for other health care related revenues ..........
6. Aggregate write-ins for other non-health care related revenues .....
7. TOTAL Revenues (Lines 1t06) ...........coooiiiiiii,
8. Hospital/medical benefits .......................
9. Other professional services .........................ccocoiiiii
10. Outside referrals ...
1. Emergency room and out-of-area ...
12. Prescription drugs ...
13. Aggregate write-ins for other hospital and medical ...................
14. Incentive pool, withhold adjustments and bonus amounts ...........
15. Subtotal (Lines 810 14) ...
16. Net reinsurance reCoveries ...............oooveiiiiiiiiiiii.
17. TOTAL Hospital and Medical (Lines 15 minus 16) ...................
~ 18. Non-health claims (net) ...
19. Claims adjustment expenses including $............... 0 cost
containment EXPeNSES ... .......ooii i
20. General administrative Xpenses .........................ooeei.
21. Increase in reserves for accident and health contracts ...............
22. Increase in reserves for life contracts .........................
23. TOTAL Underwriting Deductions (Lines 17t022) ....................
24. Net underwriting gain or (loss) (Line 7 minus Line 23) ...............
DETAILS OF WRITE-INS
0501,
0502,
0508,
0598.  Summary of remaining write-ins for Line 5 from overflow page ......
0599. TOTALS (Lines 0501 through 0503 plus 0598) (Line 5 above) ......
080T,
0802,
0808,
0698.  Summary of remaining write-ins for Line 6 from overflow page ......
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above) ......
130T,
1302,
1308,
1398.  Summary of remaining write-ins for Line 13 from overflow page ...
1399. TOTALS (Lines 1301 through 1303 plus 1398) (Line 13 above) ....




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1 - PREMIUMS

Line of Business

1

Direct
Business

Reinsurance
Assumed

Reinsurance
Ceded

4
Net Premium
Income
(Columns
1+2-3)

©® NSOk

-
N =

Comprehensive (hospital and medical) ...........
Medicare Supplement ................................
Dentalonly .....................o
Visiononly ...
Federal Employees Health Benefits Plan .........
Title XVIII - Medicare ..................ccoooooe,
Title XIX - Medicaid ..................................
Otherhealth ...
Health subtotal (Lines 1 through 8) ................
Life ...
Property/casualty ...............................
TOTALS (Lines9to11) ...




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

UNDERWRITING AND INVESTMENT EXHIBIT

13. Incurred medical incentive pools and bonuses

PART 2 - CLAIMS INCURRED DURING THE YEAR
1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Other Other
Total & Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

1. Payments during the year:

110 DIreCt .o 1,447,006,854 | ... | 1,447,006,854 | ...

1.2 Reinsurance assumed ...

1.3 Reinsuranceceded ...................ooo

14 Net . 1,447,006,854 | ... 1,447,006,854 | ...
2. Paid medical incentive pools and bonuses ............................. L B827394T | e L B82T3 04T |
3. Claim liability December 31, current year from Part 2A:

3 DIrECt .. 83,027,870 e 83,027,870 | .o

3.2 Reinsurance assumed ... e

3.3 Reinsuranceceded ... e

34 Net 83,027,870 o e 83,027,870 (... |
4. Claim reserve December 31, current year from Part 2D:

41 Direct ... e e e

4.2 Reinsurance assumed ... e

43 Reinsuranceceded ...

44 Net. . o e
5. Accrued medical incentive pools and bonuses, current year ......... 89729208 e e 49,729,208 | ... e
6. Nethealthcare receivables (a) ......................cccoooo o e e e e e
7. Amounts recoverable from reinsurers December 31, currentyear .. |................. | e L e e
8. Claim liability December 31, prior year from Part 2A:

8.1 DIrECt ... 107,650,348 | 107,650,348 | ...

8.2 Reinsurance assumed ... e e e

8.3 Reinsuranceceded ... e e

8.4 Net .. 107,650,348 | 107,650,348 | ...
9. Claim reserve December 31, prior year from Part 2D:

91 Direct ... e

9.2 Reinsurance assumed ... e

9.3 Reinsuranceceded ...

94  Net ... e
10. Accrued medical incentive pools and bonuses, prior year ............ 23913976 e e e 23913,976 | ...
11. Amounts recoverable from reinsurers December 31, prioryear ... [..........ccoooooe | Lo i | L e e L
12. Incurred benefits:

121 DIreCt .o 1,422,384,376 | ... | 1,422,384,376 | ..o

12.2 Reinsurance assumed ...............cooooioiiii e e e

12.3 Reinsuranceceded ....................oooo

124 Net . 1,422,384,376 | ...\ 1,422,384,376 | ...\

......................... .... 94,089,178

.... 94,089,178

(a) Excludes $

0 loans or advances to providers not yet expensed.
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(1]%

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10

Compre- Federal

hensive Employees Title Title

(Hospital Medicare Dental Vision Health XVl XIX Other Other

Total & Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

Reported in Process of Adjustment:
11 Direct ... 70,251,036 | ... [ 70,251,036 ..o [
1.2 Reinsurance assumed ... [
1.3 Reinsuranceceded .................oooooooiiiii
14 Net ... 70,251,036 | ... [ 70,251,036 |.....oooooooeeee oo
Incurred but Unreported:
21 Direct ... 12,776,834 | ... e e 12,776,834 | ...
2.2 Reinsurance assumed ... | [ e e e e e
2.3 Reinsuranceceded ....................ooo e
24 Net ... 12,776,834 | ... e e 12,776,834 | ...
Amounts Withheld from Paid Claims and Capitations:
34 Direct ... e e e e e e
3.2 Reinsuranceassumed ... e e e e e e e
3.3 Reinsuranceceded ...................oooooo e e e e e L e e e
34 Net..........oooooo e e e e e e e e e
TOTALS
41 Direct. ... 83,027,870 | ... e 83,027,870 ... |
4.2 Reinsurance assumed ... e e e e e e e
43 Reinsuranceceded ...
44 Net..............................................|.. 83,027,870 ................... | 83,027870|................... |
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3%

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID-PRIOR YEAR-NET OF REINSURANCE

Claim Reserve and Claim

Claims Incurred
in Prior Years
(Columns 1 + 3)

Estimated Claim
Reserve and
Claim Liability
December 31 of
Prior Year

©® NN =

©

—_
N —

—~
=

13.

Line
of
Business
Comprehensive (hospital and medical) ..........................................
Medicare Supplement ......................co
Dental only ...
VISION ONlY ...
Federal Employees Health Benefits Plan .....................................
Title XVIII - Medicare ...
Title XIX - Medicaid ...l
Otherhealth ...
Health subtotal (Lines 1t08) ...
Healthcare receivables (@) .............................
Othernon-health ...
Medical incentive pool and bonus amounts ...........................ccoo
TOTALS (Lines 9-10+11+12) ..o

........... 25,388,722

........... 23,913,976

Claims Liability December 31
Paid During the Year of Current Year
1 2 3 4
On On On
Claims Incurred Claims Incurred On Claims Unpaid Claims Incurred
Prior to January 1 During the December 31 of During the
of Current Year Year Prior Year Year
AAAAAAAAAAA 85,857,948 |....... 1,368,609,845|........... 14,409,603 |........... 68,618,267
AAAAAAAAAAA 85,857,948 |....... 1,368,609,845|........... 14,409,603 |........... 68,618,267
..................................... 7460938 (...
........... 25388,722|..........42,885225| ... ... | 49,729,208
......... 111,246,669 |....... 1,404,034,131|........... 14,409,603 |......... 118,347,474

......... 125,656,272

......... 131,564,325

(a) Excludes §............... 0 loans or advances to providers not yet expensed.
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED HEALTH CLAIMS ($000 Omitted)
Grand Total
Section A - Paid Health Claims

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2015 2016 2017 2018 2019
1. PO 127,255 ............... 127,697 | ............... 123472 ... 122,393 ... 120,142
2. 2005 e 1,176,914 |............ 1,329,311 ............ 1,329,963 ............ 1,328,941|............ 1,328,882
3. 2076 XXX 1,410477|............ 1513,224|............ 1512424|............ 1,512,870
4, 2017 XXX XXX 1,334,032 ............ 1,446,065|............ 1,446,775
5. 2078 XXX XXX | XXX 1,492,436|............ 1,604,837
6. 2019 XXX oo XXX oo XXX oo XXX 1,404,034

Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool
and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5

o Were Incurred 2015 2016 2017 2018 2019
Q 1. PO 129,815]............... 128,049|............... 123,337 .. 125,040 ............... 120,142
g 2. 2005 1,345743|........... 1,338,432|............ 1,329,630|............ 1,330,010 ............ 1,330,621
Q. 3. 2016 XXX o 1,531,370 ............ 1,521,324 |............ 1,515475|........... 1,515,148
g 4, 2017 XXX oo XXX 1,455,031|............ 1447521 ........... 1,451,765
2 5. 2018 XXX oo XXX oo XXX 1615777 |............ 1,610,239

6. 2019 XXX oo XXX oo XXX oo XXX 1,522,381

Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio

1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment  |Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7 +8) Percent
1.0 2015 1,535,389 |........ 1,328,882|............ 15,265 .............. 1.149|....... 1,344,146 |............ 87544\ ... 1,739 1,345,885|............ 87.658
2. 2016 .. 1,763,161(........ 1,512,870|............ 12,865(.............. 0.850]........ 1,525,736 |............ 86.534|.............. 2278 . 1,528,014 |............ 86.663
3 2017 1,690,877 (........ 1,446,775 .............. 7,284\ ... 0.503|........ 1,454,059|............ 85994 | ... 4990 1,459,049 |............ 86.289
4. 2018 1,926,221(........ 1,604,837|............ 12811 0.798|........ 1,617,649|............ 83.980|............. 5402( ... | 1,623,051|............ 84.261
5. 2019 ... 1,836,229|........ 1,404,034)............ 10,521 ... 0.749|........ 1,414556|............ 77.036)........... 18347 ... 1,5632,903]............ 83.481
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12

12

12

12

12

12

12

12

12

12

12

12

12

12

12

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Hospital and Medical ....

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Hospital and Medical ...

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Hospital and Medical ...

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Medicare Supplement . ...

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Medicare Supplement . . .

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Medicare Supplement . . .

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Dental Only ...........

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - DentalOnly ..........

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - DentalOnly ..........

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - VisionOnly ...........

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - VisionOnly ..........

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - VisionOnly ..........

Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Fed Emp HBPP ........

Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Fed Emp HBPP ........

Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Fed Emp HBPP .......

12

NONE

NONE

NONE

NONE

NONE

NONE
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED HEALTH CLAIMS ($000 Omitted)
Title XVIII - Medicare
Section A - Paid Health Claims

Cumulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 2015 2016 2017 2018 2019
1. PHOr . 127,255 ............... 127,697 |............... 123472 ... 122,393 ... 120,142
2. 201 1176914 ... 1,329,311|............ 1,329,963 |............ 1,328941|............ 1,328,882
3. 2016 XXX 1410477 ............ 1513224 |............ 1,512,424\ ............ 1,512,870
4. 2007 XXX XXX 1,334,032|............ 1,446,065|............ 1,446,775
5. 2018 XXX XXX XXX 1,492,436 |............ 1,604,837
6. 2019 XXX oo XXX | XXX | XXX 1,404,034
Section B - Incurred Health Claims
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool
N and Bonuses Outstanding at End of Year
— Year in Which Losses 1 2 3 4 5
% Were Incurred 2015 2016 2017 2018 2019
¢ 1. PHOr 129,815|............... 128,049|............... 123,337 ... 125,040 ............... 120,142
é 2. 2015 1,345,743 | ............ 1,338,432|............ 1,329,630 |............ 1,330,010|............ 1,330,621
E 3. 2016 XXX o 1,531,370 ............ 1,521,324 |............ 1,515475|............ 1,515,148
2 4. 2007 XXX oo XXX o 1,455,031|............ 1,447,521 ............ 1,451,765
3 5. 2018 XXX oo XXX oo XXX oo 1,615,777 ............ 1,610,239
% 6. 2019 XXX XXX XXX XXX 1,522,381
Section C - Incurred Year Health Claims and Claims Adjustment Expense Ratio
1 2 3 4 5 6 7 8 9 10
Claim and Total Claims
Years in Which Claim Claim Adjustment and Claims
Premiums were Adjustment Expense Unpaid Claims Adjustment
Earned and Claims Premiums Claims Expense (Col. 3/2) Payments (Col. 5/1) Claims Adjustment  |Expense Incurred (Col. 9/1)
were Incurred Earned Payments Payments Percent (Col. 2 +3) Percent Unpaid Expenses (Col.5+7 +8) Percent
1.0 2015 1,535,389 |........ 1,328,882|............ 15,265 .............. 1.149|....... 1,344,146 |............ 87544\ ... 1,739 1,345,885|............ 87.658
2. 2016 .. 1,763,161(........ 1,512,870|............ 12,865(.............. 0.850]........ 1,525,736 |............ 86.534|.............. 2278 . 1,528,014 |............ 86.663
3 2017 1,690,877 (........ 1,446,775 .............. 7,284\ ... 0.503|........ 1,454,059|............ 85994 | ... 4990 1,459,049 |............ 86.289
4. 2018 1,926,221(........ 1,604,837|............ 12811 0.798|........ 1,617,649|............ 83.980|............. 5402( ... | 1,623,051|............ 84.261
5. 2019 ... 1,836,229|........ 1,404,034)............ 10,521 ... 0.749|........ 1,414556|............ 77.036)........... 18347 ... 1,5632,903]............ 83.481
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12 Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Title XIX-Medicaid . ...... NONE
12 Underwriting Invest Exh Pt 2C Sn B - Incur. Claims - Title XIX-Medicaid . ..... NONE
12 Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Title XIX-Medicaid . ... .. NONE
12 Underwriting Invest Exh Pt 2C Sn A - Paid Claims - Other ................. NONE
12 Underwriting Invest Exh Pt 2C Sn B - Incur Claims - Other ................. NONE
12 Underwriting Invest Exh Pt 2C Sn C - Expns Ratios - Other ................ NONE

12
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€l

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

10. Reserve for future contingent benefits ............

14 TOTALS (Net) (Page 3,Line7) ....................

1. Aggregate write-ins for other claim reserves .....
12. TOTALS (GroSS) ........coooeeiiiiieieii
13. Reinsurance ceded ...............................

1 2 3 4 5 6 7 8 9
Compre- Federal
hensive Employees Title Title
(Hospital & Medicare Dental Vision Health XVl XIX
Total Medical) Supplement Only Only Benefits Plan Medicare Medicaid Other
1. Unearned premium reServes .................oooccooeeeeieeeeniieeni e L L e e e e
2. Additional policy reserves (@) ................ccccooooioeeeeii i e e e e
3. Reserve for future contingent benefits .......................... | e e e e
4, Reserve for rate credits or experience rating refunds (including
S 0 for investmentincome) ............................ ] 5,001,663 ... e 5,001,663 ... |
5. Aggregate write-ins for other policy reserves ... fo e e e e e
6. TOTALS (Gross) ........ooovvieiieiiiiiiiiiiiiieiiiee 5,001,663 |......coooii [ [ [ e 5,001,663 |.......ccccovvii |
7. Reinsurance ceded ... e e e e e
8. TOTALS (Net) (Page 3,Line4) ..., 5,001,663 ... [ L L e 5,001,663 ] ..o |
9 Present value of amounts not yet due onclaims ....................| o [ e e e e e

DETAILS OF WRITE-INS

0502.
0503.
0598.
0599.

0501,

Summary of remaining write-ins for Line 5 from overflow page ...
TOTALS (Lines 0501 through 0503 plus 0598) (Line 5 above) ....

1102.
1103.

1101

1198.  Summary of remaining write-ins for Line 11 from overflow page ..
1199. TOTALS (Lines 1101 through 1103 plus 1198) (Line 11 above) ..

(a) Includes §............... 0 premium deficiency reserve.
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses

2
Other Claim
Adjustment

Expenses

3

General
Administrative
Expenses

Investment
Expenses

Total

1,197,318
AAAAAAA 17,360,532
....... 14,261,748
976,729
5,275,089
.......... 454,248
....... 14,285,617
429,811

.......... 318,914
138,852,418

.......... 650,543
1,547,516
372,285

......... (557,742)

1,197,318
AAAAAAA 17,360,532
....... 14,261,748
976,729
5,275,089
454,248
....... 14,285,617
429,811

AAAAAAA 12,084,867
342,413
318,914
138,852,418

650,543
1,547,516
372,285
365,560
......... (557,742)

..... 195,776,642
AAAAAAA 39,703,015
AAAAAAA 19,912,745

(a).. 208,227,070
AAAAAAA 39,703,015
AAAAAAA 19,912,745

1
Cost
Containment
Expenses

1. Rent ($............... 0 for occupancy of own building) ...................... |
2. Salaries, wages and other benefits ...
3. Commissions (less $............... 0 ceded plus §.............. Oassumed) ..|....................
4, Legal fees and €XpeNSES ..............cooooooeiiiiii e
5. Certifications and accreditation fees ........................oooo
6. Auditing, actuarial and other consulting services ........................ [ .o
7. Traveling eXpenses ............ocooiiviiiiieiiie
8. Marketing and advertising .....................oo e
9. Postage, express and telephone ...................o
10.  Printing and office supplies ......................
11. Occupancy, depreciation and amortization ............................... [
12, Equipment ...
13.  Cost or depreciation of EDP equipment and software .................. |
14.  Outsourced services including EDP, claims, and other services ......|....................
15.  Boards, bureaus and associationfees .......................
16.  Insurance, exceptonrealestate ........................... [
17.  Collection and bank service charges ............................ocoo [
18.  Group service and administrationfees ................................ |
19.  Reimbursements by uninsured plans ............................... o
20.  Reimbursements from fiscal intermediaries .............................. |
21. Realestateexpenses ..................cocoo
22. Realestatetaxes ...
23.  Taxes, licenses and fees:

231 State andlocal insurance taxes ....................oc o

232  Statepremiumtaxes ...

23.3  Regulatory authority licenses andfees ......................... [

234 Payrolltaxes ...............occooii e

235  Other (excluding federal income and real estate taxes) ......|...................
24.  Investment expenses notincluded elsewhere .......................... o
25.  Aggregate write-ins for expenses ......................occo
26. TOTAL Expenses Incurred (Lines 1t025) ...................cooooo o
27.  Less expenses unpaid December 31, currentyear ..................... [
28.  Add expenses unpaid December 31, prioryear ........................o |
29.  Amounts receivable relating to uninsured plans, prioryear ............[....................
30.  Amounts receivable relating to uninsured plans, currentyear .........|............
31.  TOTAL Expenses Paid (Lines 26 minus 27 plus 28 minus 29 plus

30) i |
DETAILS OF WRITE-INS
2501. Miscellaneous Expense ...................ccccooooioi
2502, o
2503, L
2598. Summary of remaining write-ins for Line 25 from overflowpage ......|....................
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25 above) ... |...........c.......
(a) Includes management fees of §............... 0 to affiliates and §............... 0 to non-affiliates.

14
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EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. U.S. GOVErNMENt DONAS ... @)....... 2,952424|.......... 2,845,130
1.1 Bonds exempt from U.S.taX ... @)oo
1.2 Other bonds (unaffiliated) ... @)....... 1,007,543|............. 833,644
1.3 Bonds of affiliates ... (@)oo
21 Preferred stocks (unaffiliated) ... ().
211 Preferred stocks of affiliates ... ()
2.2 Common stocks (unaffiliated) ... 16,836 |.............. 16,836
221 Common stocks of affiliates ...
3. Mortgage I0aNS ... ..o ()
4, Real @State ... ).
5. ContraCt I0aNS ...
6. Cash, cash equivalents and short-term investments ... ©)...... 2,343,923 |.......... 2,408,510
7. Derivative INSIrUMENES ... (B
8. Otherinvested @SSetS ......... ... L
9. Aggregate write-ins for investmentincome ......................... 536,170
10. TOTAL gross investmentincome ... 6,320,726 |.......... 6,640,290
1. INVESIMENE BXPENSES ... . oo i @)......... 365,560
12. Investment taxes, licenses and fees, excluding federal income taxes ... @
13. INEEIESE EXPENSE ... ().
14. Depreciation on real estate and other invested @ssets ... (i)
15. Aggregate write-ins for deductions from investmentincome ...
16. TOTAL Deductions (Lines 11 through 15) ... 365,560
17. Net Investment income (Line 10 minus Line 16) ......................... 6,274,730
DETAILS OF WRITE-INS
0901.  Tax Credit Benefit ... ... 536,170
0002, o
0003,
0998.  Summary of remaining write-ins for Line 9 from overflow page ....................
0999. TOTALS (Lines 0901 through 0903 plus 0998) (Line 9above) ...............................................|.................[...... 536,170
DD, |
DD, |
1003, |
1598.  Summary of remaining write-ins for Line 15 fromoverflow page ...
1599. TOTALS (Lines 1501 through 1503 plus 1598) (Line 15:@b0VE) ..................ccoooiii i |
(a) Includes §............... 0 accrual of discount less §.............. 0 amortization of premium and less §............... 0 paid for accrued interest on purchases.
(b) Includes $ 0 accrual of discount less $ ....0 amortization of premium and less $ 0 paid for accrued dividends on purchases.
(c) Includes $ 0 accrual of discount less $ 0 amortization of premium and less $ 0 paid for accrued interest on purchases.
(d) Includes $ 0 for company's occupancy of its own buildings; and excludes §.............. 0 interest on encumbrances.
(e) Includes $ 0 accrual of discount less §............... 0 amortization of premium and less §............... 0 paid for accrued interest on purchases.
(f) Includes §............... 0 accrual of discount less §.............. 0 amortization of premium.
(g) Includes §............... 0 investment expenses and §.............. 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to
segregated and Separate Accounts.
(h) Includes $ 0 interest on surplus notes and §.............. 0 interest on capital notes.
(i) Includes $ 0 depreciation on real estate and §.............. 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3

4 5
Total Realized Change in
Realized Gain Capital Gain Change in Unrealized Foreign
(Loss) on Sales | Other Realized (Loss) Unrealized Capital | Exchange Capital
or Maturity Adjustments (Columns 1 +2) Gain (Loss) Gain (Loss)

1. U.S.Governmentbonds .........................o (5,985) ..o (5,985) [ ..o
11 Bondsexemptfrom US.tax ................ooooo e e e
1.2 Other bonds (unaffiliated) ........................... | 20,055 .. 20,055 ..
1.3 Bondsofaffiliates ... e e
2.1 Preferred stocks (unaffiliated) ... e e
211 Preferred stocks of affiliates ... e e
2.2 Common stocks (unaffiliated) ......................o e e 35182 ...
2.21 Common stocks of affiliates ... e e
3. Mortgage 10ans ... L e e
4. Realestate ................ooooo e e [ L
5. Contractloans ....................cco e e e e
6. Cash, cash equivalents and short-term investments ...............[........... [ e e
7. Derivative instruments ..................oooo L e [ L
8. Otherinvested assets ... L e e
9. Aggregate write-ins for capital gains (losses) ..................... | Lo
10. TOTAL Capital gains (losses) .........................ooo | 14070 (... 14070(.............. 35182 ...
DETAILS OF WRITE-INS

0001, oo L e e L
0902, oo L e e
0903, .o e e e
0998. Summary of remaining write-ins for Line 9 from overflow page .. |...................... [ b
0999. TOTALS (Lines 0901 through 0903 plus 0998) (Line 9above) .. |...................... [ o o L

15
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EXHIBIT OF NONADMITTED ASSETS

2 3
Change in Total
Current Year Total Prior Year Total | Nonadmitted Assets
Nonadmitted Assets | Nonadmitted Assets |  (Col. 2 - Col. 1)
1. Bonds (Schedule D) ..............ooooii e
2. Stocks (Schedule D):
21 Preferred StOCKS ...
22 ComMON STOCKS ... | L
3. Mortgage loans on real estate (Schedule B):
341 Firstliens ...
3.2 Otherthanfirstliens ...
4, Real estate (Schedule A):
4.1 Properties occupied by the company ... e
4.2 Properties held for the production of income ... e
43 Properties held forsale ... e e
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2) and short-term
investments (Schedule DA) ...
6. Contract 10ans ... e L
7. Derivatives (Schedule DB) ... L
8. Other invested assets (Schedule BA) ... e e
9. Receivables for securities .....................cc e e
10. Securities lending reinvested collateral assets (Schedule DL) ... | |
11. Aggregate write-ins for invested assets ...
12. Subtotals, cash and invested assets (Lines 110 11) ... e
13. Title plants (for Title insurers only) ... e
14. Investment income due and accrued ...
15. Premium and considerations:
151 Uncollected premiums and agents' balances in the course of collection .............[................ |
15.2  Deferred premiums, agents' balances and installments booked but deferred and
notyetdue ... e e
15.3  Accrued retrospective premiums and contracts subject to redetermination ..........|................ |
16. Reinsurance:
16.1  Amounts recoverable from reinsurers ...
16.2  Funds held by or deposited with reinsured companies .....................ocoooo |
16.3  Other amounts receivable under reinsurance contracts ......................... |
17. Amounts receivable relating to uninsured plans ..................... e e
18.1  Current federal and foreign income tax recoverable and interest thereon .................... |
18.2  Netdeferredtaxasset ... e
19. Guaranty funds receivable oron deposit .......................oooo
20. Electronic data processing equipment and software ...........................o o
21. Furniture and equipment, including health care delivery assets ........................ccoo [ L
22. Net adjustment in assets and liabilities due to foreign exchangerates ......................... [ Lo
23. Receivables from parent, subsidiaries and affiliates .................................... 69,345|.............. 69,345
24, Health care and other amounts receivable ... 1,511,642|.......... 3,103,084 .......... 1,591,443
25. Aggregate write-ins for other than invested assets ............................ | 976,201 |.......... 5,509,427 .......... 4,533,226
26. TOTAL Assets excluding Separate Accounts, Segregated Accounts and Protected Cell
Accounts (Lines 12t025) ... 2,487,842|.......... 8,681,856 .......... 6,194,014
27. From Separate Accounts, Segregated Accounts and Protected Cell Accounts ............... | [
28. TOTAL (Lines26and27) ... 2487842|.......... 8,681,856|.......... 6,194,014
DETAILS OF WRITE-INS
10T,
102,
1108,
1198.  Summary of remaining write-ins for Line 11 from overflow page ........................ooo |
1199. TOTALS (Lines 1101 through 1103 plus 1198) (Line 11above) ...........................oooo |
2501.  Prepaids and Otherassets ... 976,201 |............. 509,427 |........... (466,774)
2502, DEPOSItS ... .. v [ L 5,000,000].......... 5,000,000
2503, e
2598.  Summary of remaining write-ins for Line 25 from overflowpage ... e
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25above) ................................|............ 976,201|.......... 5509,427|.......... 4,533,226
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EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Ll

Source of Enrollment

Health Maintenance Organizations
Provider Service Organizations
Preferred Provider Organizations
Point of Service
Indemnity Only
Aggregate write-ins for other lines of business
7 TOTAL

I o

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Year Quarter Quarter Quarter Year Months
........ 206,565|........ 177,067 |........ 172,797 | ........ 169,882 | ........ 168,409 | ...... 2,076,830
........ 206,565|........ 177,067 |........ 172,797 |........ 169,882|........ 168,409 |...... 2,076,830

DETAILS OF WRITE-INS

0601.
0602.
0603.
0698. Summary of remaining write-ins for Line 6 from overflow page
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above)
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EXHIBIT 2 - ACCIDENT AND HEALTH PREMIUMS DUE AND UNPAID

1 2 3 4 5 6 7
Name of Debtor 1-30Days | 31-60Days | 61-90Days | Over 90 Days | Nonadmitted Admitted
0199999 TOTAL Individuals ...................................................|...... 21,004 ... 17517 ... 16,191 54,713
0299997 Subtotal - Group Subscribers: ............................ooo e e e
0299998 Premiums due and unpaid not individually listed ......................|...... 1,570,476 |........... 4,000(........... 2870 ..o 1,577,346
0299999 TOTAL Group ... 1,570,476 |........... 4,000]........... 2870 1,577,346
0399999 Premiums due and unpaid from Medicare entities ..................... ... 81,548,073(.......... N7 5440 | ... .. 81,585,224
0499999 Premiums due and unpaid from Medicaid entities ..................... | o Lo L L |
0599999 Accident and health premiums due and unpaid (Page 2, Line 15) ..|.... 83,139,553 |.......... 53228 |.......... 24502 ... .. 83,217,283




ANNUAL STATEMENT FOR THE YEAR 2019 oF THE MCS Advantage Inc.

6l

EXHIBIT 3 - HEALTH CARE RECEIVABLES

1
Name of Debtor

2
1-30 Days

3
31-60 Days

4
61 - 90 Days

5
Over 90 Days

6
Nonadmitted

7
Admitted

Pharmaceutical Rebate Receivables

0199998 Pharmaceutical Rebate Receivables - Not Individually Listed .......

0199999 Subtotal - Pharmaceutical Rebate Receivables ........................

0299998 Claim Overpayment Receivables - Not Individually Listed ...........

0299999 Subtotal - Claim Overpayment Receivables ............................

Loans and Advances to Providers

0399998 Loans and Advances to Providers - Not Individually Listed ..........

0399999 Subtotal - Loans and Advances to Providers ...........................

0499998 Capitation Arrangement Receivables - Not Individually Listed ...

0499999 Subtotal - Capitation Arrangement Receivables .......................

0599998 Risk Sharing Receivables - Not Individually Listed ....................

0599999 Subtotal - Risk Sharing Receivables .....................................

Other Receivables
Planto Plan ...

0699998 Other Receivables - Not Individually Listed ......................

0699999 Subtotal - Other Receivables ..............................................

0799999 Gross health care receivables ........................................
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EXHIBIT 3A - ANALYSIS OF HEALTH CARE RECEIVABLES COLLECTED AND ACCRUED

Health Care Receivables Collected

Health Care Receivables Accrued

During the Year as of December 31 of Current Year Estlmated
1 2 3 4 Health Care
On Amounts On Amounts Health Care Receivables
Accrued Prior On Amounts Accrued On Amounts Receivables Accrued as of
to January 1 of | Accrued During | December 31 of | Accrued During in Prior Years December 31 of
Type of Health Care Receivable Current Year the Year Prior Year the Year (Columns 1 + 3) Prior Year
1 Pharmaceutical rebate receivables ................|.......... 5,533,074 ]......... 80,053,453 | ... 74524741.......... 5,533,074 |......... 14,261,821
2. Claim overpaymentreceivables ....................| ..o
3 Loans and advances to providers ..................|.......... 1,452,661 ... 1,525,593 |.......... 1,452,661|.......... 1,452,661
4. Capitation arrangement receivables ...............| ... e
5 Risk sharing receivables ..........................f o e e e e
6 Other health care receivables ......................[............. 30,100 (..o 8464 |.............. 30,100 .............. 30,100
7.  TOTALS (Lines 1through6) ... | 7,015,835]......... 80,053,453 ... 8,986,531].......... 7,015,835]......... 15,744,582

Note that the accrued amounts in Columns 3, 4, and 6 are the total health care receivables, not just the admitted portion.
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EXHIBIT 4 - CLAIMS UNPAID AND INCENTIVE POOL, WITHHOLD AND BONUS (Reported and Unreported)

Aging Analysis of Unpaid Claims

(X4

1 2 3 4 5 6 7
Account 1-30Days | 31-60Days | 61-90Days | 91-120 Days | Over 120 Days Total
0299999 Aggregate Accounts Not Individually Listed - Uncovered ............|.................o | |
0399999 Aggregate Accounts Not Individually Listed - Covered ............... ... 33,287,793 |.... 12,482,956 ...... 8,961,709]...... 5,065,811 .... 10,452,766 |.... 70,251,036
0499999 Subtotals ... ... 33,287,793 |.... 12,482,956 | ...... 8,961,709 |...... 5,065,811|.... 10,452,766 |.... 70,251,036

0599999 Unreported claims and Other ClaiM FESEIVES ... ...

... 12,776,834

0699999 TOTAL AMOUNES WItNNEI . ... o e e ettt

0799999 TOTAL Claims UNPaid ...........coooiii e

.... 83,027,870

0899999 Accrued Medical Incentive Pool and BonUS AMOUNES ... oo

.... 49,729,208
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EXHIBIT 5 - AMOUNTS DUE FROM PARENT, SUBSIDIARIES AND AFFILIATES

[44

1 2 3 4 5 6 Admitted
7 8

Name of Affiliate 1-30Days | 31-60Days | 61-90Days | Over 90 Days | Nonadmitted Current Non-Current
Individually listed receivables
MCS Life Insurance Company ................cooooooiiiiiiii ....10,025,400]........ 51,750 | ..o 010,617,150 ..
MCS General Insurance AGency .............................ccco 21 e 211
0199999 Total - Individually listed receivables .................................... ... 10,0256111........ 591,750 | .o ... 10,617,361 (...
0299999 Receivables not inidvidually listed ................................o o
0399999 TOTAL Gross Amounts Receivable ...................................... ... 10,025611]........ 591,750 ... ... 10617,361].................
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EXHIBIT 6 - AMOUNTS DUE TO PARENT, SUBSIDIARIES AND AFFILIATES

€

1 2 3 4 5
Affiliate Description Amount Current Non-Current
Individually Listed Payables
MCS Healthcare Holding ......................................... Operating Expenses ...........................oooooo | 5,348,432 ........ 5348432 ....................
0199999 Total - Individually Listed Payables ..................|................................. XXX o 5348,432|........ 5348432 ...
0299999 Payables not Individually Listed .................... | XXX i e e
0399999 TOTAL Gross Payables ...................cccoo | XXX i 5348432|........ 5348432| ...
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EXHIBIT 7 - PART 1 - SUMMARY OF TRANSACTIONS WITH PROVIDERS

1 2 3 4 5 6
Column 1 Column 1
Direct Medical Column 1 Total Column 3 Expenses Paid | Expenses Paid

Payment Expense asa% Members asa% to Affiliated  |to Non-Affiliated

Method Payment | of Total Payments|  Covered of Total Members |  Providers Providers
Capitation Payments:
1. Medical QroUPS ..o ...317,855,318|.............. 21966 | ... ... 317,855,318
2. Intermediaries ... e e e e
3. Al other providers ...
4. TOTAL Capitation Payments ... ...317,855,318|.............. 21966 | ... ... 317,855,318
Other Payments:
5. Fee-for-service ... e | XXX o XXX
6. Contractual fee payments ......................o 1,129,151,536|.............. 78.034]..... XXX | XXX oo 1,129,151,536
7. Bonus/withhold arrangements - fee-for-service ..........................oo | XXX XXX
8. Bonus/withhold arrangements - contractual fee payments .......................|.......oooo [ XXX .o XXX o
9. Non-contingentsalaries .......................ccooo e e XXX .o XXX o
10. Aggregate costarrangements ... e XXX XXX
1. Allother payments ... e XXX XXX o
12. TOTAL Other Payments ..o 1,129,151,536|.............. 78.034]..... XXX ..o | XXX oo 1,129,151,536
13. TOTAL (Line 4 plusLine12) .......................... 1,447,006,854|............ 100.000]..... XXX |...... XXX 1,447,006,854

EXHIBIT 7 - PART 2 - SUMMARY OF TRANSACTIONS WITH INTERMEDIARIES

1 2 3 4 5 6
Intermediary's Intermediary's
NAIC Name of Capitation Average Monthly | Total Adjusted | Authorized Control
Code Intermediary Paid Capitation Capital Level RBC
9999999 TOTALS ..ot ee e iiienenne [rrreneeeeniiinnnnns [ XXX oo XXX oo XXX
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EXHIBIT 8 - FURNITURE, EQUIPMENT AND SUPPLIES OWNED

1 2 3 4 5 6
Book Value Assets Net
Accumulated Less Not Admitted
Description Cost Improvements | Depreciation | Encumbrances| Admitted Assets

QoW =~

Administrative furniture and equipment ...

Medical furniture, equipment and fixtures

Pharmaceuticals and surgical supplies ...\ IR} €Y RI L _ | -
Durable medical equipment ................................... | AW ® 4 IV BL_ | -

Other property and equipment

TOTAL oo [ [l
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Notes to Financial Statements

MCS Advantage Inc. (the "Company") is a wholly owned subsidiary of MCS Healthcare Holding, LLC (MCSHH) which is
wholly owned by Medical Card System, Inc. (MCS).

The Company it is primarily engaged in offering Medicare Advantage (MA) insurance coverage pursuant to one contract
with Centers for Medicaid & Medicare Services (CMS) a federal agency within the U.S. Department of Health and Human
Services.

Under the terms of the contract, CMS pays the Company a fixed amount for each healthcare member of its coordinated
care plan and the Company provides the coverage to that member for the health services provided. The MA plans offered
by the Company provide coverage to residents of Puerto Rico who are eligible for Medicare benefits.

These plans provide plan members with full Medicare benefits plus coverage of Medicare deductibles and copayment
amounts and additional benefits that Medicare does not provide. Also, the Company provides enhanced benefit coverage
to Medicaid-eligible members under the Medicare Platino Program sponsored by the Puerto Rico Health Insurance
Administration.

1. Summary of Significant Accounting Policies and Going Concern

A. Accounting Practices

The accompanying financial statements have been prepared in conformity with the NAIC Accounting
Practices and Procedures Manual. The Commissioner of Insurance of Puerto Rico adopted the NAIC
Accounting Practices and Procedures Manual as long as it does not contradict the provisions of the
Insurance Code. The accounting practices used in preparing these financial statements did not result in
differences for net income or capital and surplus under the NAIC Accounting Practices and Procedures
Manual and practices permitted or prescribed by the Insurance Commissioner of Puerto Rico.

A reconciliation of the Company’s net income and capital and surplus between NAIC SAP and practices
prescribed and permitted by the Commissioner Insurance of Puerto Rico is shown below:

FS FS
SSAP # . . 12/31/2019 12/31/2018
- Page Line # - -

NET INCOME

(1) MCS Advantage state basis

(Page 4, Line 32, Columns 2 & XXX XXX XXX

3) $ 76,113,728 $ 53,346,059
(2) State Prescribed Practices

that increase/(decrease) NAIC

SAP;

(3) State Permitted Practices

that increase/(decrease) NAIC

SAP:

(4) NAIC SAP (1-2-3=4) XXX XXX XXX $ 76,113,728 $ 53,346,059

SURPLUS

(5) MCS Advantage state basis

(Page 3, Line 33, Columns 3 & XXX XXX XXX

4) $ 196,164,986 $ 205,154,386
(6) State Prescribed Practices

that increase/(decrease) NAIC

SAP:

(7) State Permitted Practices

that increase/(decrease) NAIC "00" -

SAP:

(8) NAIC SAP (5-6-7=8) XXX XXX XXX $ 196,164,986 $ 205,154,386

B. Use of Estimates

Management used estimates and assumptions relating to the reporting of assets and liabilities and the
disclosure of contingent assets and liabilities to prepare these financial statements in conformity with the
NAIC Accounting Practices and Procedures Manual. The most significant items subject to estimates and
assumptions are the actuarial determination for medical claims liability, useful life of intangibles, the

26
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Notes to Financial Statements
Company’s estimated risk adjustments payment receivable from CMS, accruals for medical incentive
pools, and certain amounts recorded related to the Part D program. Actual results could differ from those
estimates.

C. Accounting Policies

Premium Earned

Substantially, all the revenue is received from CMS and ASES. Revenue is recorded ratably over the
period of coverage based on anticipated CMS and ASES reimbursement rates and the number of eligible
enrollees. Actual amounts received from CMS and ASES are subjected to adjustment based on
subsequent review of members eligibility characteristics, reported terminations, or retroactive
adjustments, including premiums, number of members, eligibility characteristics, terminations, and other
information. Retroactive membership adjustments result from enrollment charges not yet processed or
not yet reported by CMS.

Every year, CMS adjusts the premium base paid to plans for risk factor considerations. These
adjustments are related to the severity of the clinical condition of each member and are calculated by
CMS using, for the most part, claims data from the prior year. Final risk factor adjustments for the year
are paid on a lump-sum basis to account for the proper risk factor retroactively to the beginning of the
year. Changes in revenue from CMS resulting from the periodic changes in risk adjustment scores for
the Company’'s membership are recognized when the amounts become determinable and the
collectability is reasonably assured. Such estimates are regularly reviewed and updated, and any
resulting adjustments are included in the current period’s results.

The Company recognized premium revenue for the Part D payments received from CMS for which it
assumes risk. The Company does not record revenue related to Part D payments from CMS that
represent payments for claims for which it assumes no risk.

Expenses incurred in connection to the acquisition of business, such as sales and broker commissions,
are charged to operations as incurred.

Non-admitted Assets
Certain assets designated as "non-admitted assets" have been excluded from the statutory statements

of admitted assets, liabilities and capital and surplus by a charge to surplus.

Non-admitted assets as of December 31, 2019 and December 31, 2018 consist of the following:

Non-Admitted Assets 12/31/2019 12/31/2018
Prepaid and Other Assets $ 976,201 $ 5,509,427
Healthcare receivables and other amountreceivable 1,511,642 3,103,084
Due from affiliates - 69,345
S 2,487,842 7$ 8,681,856

Cash, Cash Equivalents, and Short-Term Investments

Cash equivalent are highly liquid investments with original maturities of three month or less. Short-term
investments are defined as short-term highly liquid investments that are readily convertible into a known
amount of cash and are so near their maturity that they present insignificant risk of changes in value
because of changes in interest rates. Short-term investments having a maturity of less than one year are
stated at cost, which approximates fair value. At December 31, 2019 and December 31, 2018, cash and
cash equivalents consisted of cash deposited in financial institutions, certificates of deposits, treasury bills
and money market funds amounting to $96,110,986 and $99,028,694 respectively.

Unpaid Medical Claims and Healthcare Benefits

Unpaid medical claims are accrued as services are rendered, including claims in process and an estimate
for claims incurred but not yet reported, which is determined based upon an actuarial analysis of the
Company’s historical claims payment patterns, management estimates, and other statistics. Expenses
related to these providers, which are based in part on estimates, are recorded in the period in which the
related services are rendered.

The unpaid medical claims are necessarily based on estimates, while management believes that the
amounts are adequate, the ultimate liability may be in excess of or less than the amounts provided. The
methods for making such estimates are for establishing the resulting liability are continually reviewed, and
any adjustments are reflected in the statutory statements of income of the current period. The actual results
could differ materially from the amount recorded in the statutory financial statements of the Company.
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Notes to Financial Statements

Healthcare benefits consist of claim payments, capitations payments, risk-sharing payments, and pharmacy
costs, net of rebates, as well as estimates of the future payments of claims provided for services rendered
prior to the end of the reporting period.

In addition, the company uses the following accounting policies:

10.

11.

Basis of valuation of short-term investments - Short-term investments include debt securities with
maturities of one year or less at the time of purchase and are stated at amortized cost, which
approximates fair value.

Basis of valuation of bonds - Debt securities are valued in accordance with rules promulgated by
the NAIC. Debt securities eligible for amortization under such rules (classified 1 through 5 by the
Securities and Valuation Office (SVO) of the NAIC) are stated at amortized cost net of
unamortized premiums and/or discounts. Debt securities classified 6 by the SVO are stated at
the lower of amortized cost or fair market value.

Basis of valuation of common stocks - Investments in common stocks are presented at estimated
fair value. Unrealized gains or losses on investments in common stock are accounted as direct
increases or decreases in surplus.

Basis of valuation of preferred stock - Investments in nonredeemable preferred stock are
presented at estimated fair value. Unrealized gains or losses on investments in nonredeemable
preferred stock are accounted as direct increases or decreases in surplus. A decline in the
estimated fair value of any investment in debt securities, nonredeemable preferred and common
stock below cost that is deemed to be other than temporary results in a reduction in the carrying
amount to fair value. The impairment is charged to operations and a new cost basis for the
security is established.

The company has no mortgage loans or real state.

The Company applies the provisions of SAP No. 43, Loan-Backed and Structured Securities
(SSAP No. 43), which requires insurers to separate other-than-temporary impairments between
interest and noninterest-related declines in the value of all loan-backed and structured securities.
Premiums and discounts are amortized or accreted over the life of the investment as an
adjustment to yield using the effective-interest method. Interest and dividend income are
recognized when earned. Realized gains or losses on the sale of investments are included in the
statutory statements of operations and are determined on a specific-identification basis.

The company does not have investments in subsidiaries or affiliated entities.
The company does not have investments in joint venture, partnership and limited liability entities.

The company does not invest in derivatives.

The company does not utilize anticipated investment income as a factor in the premium
deficiency calculation.

Independent care providers such as hospitals, physicians, clinics, and others provide health
services under contractual arrangements. Services rendered to insured members are billed and
paid on a fee-for-service basis up to established limits based on eligible members. Claim
payables represent accrued medical claims and related expenses (hospitalization and other
outside medical services) for amounts billed and not paid and an estimate of cost incurred for
unbilled services provided to the balance sheet date based on experience and accumulated
statistical data on claims processed, incomplete and unreported. The liabilities are necessarily
based on estimates and, while management believes that the amounts are adequate, the ultimate
liability may be in excess of or less than the amounts provided. The methods for making such
estimates and for establishing the resulting liability are continually reviewed, and any adjustments
are reflected in current operations.

12. The company has not modified its capitalization policy from the prior period.

13. The company estimate anticipated pharmacy rebates receivable using the analysis of historical

recovery.

D. Going Concern — None
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Notes to Financial Statements

2. Accounting Changes and Corrections of Errors

None

3. Business Combinations and Goodwill
A. Statutory purchase method — None
B. Statutory merger — None
C. Assumption reinsurance — None
D. Impairment loss — None
4. Discontinued Operations
A. Discontinued Operations of or Classified as Held for Sale — None
B. Change in Plan of Sales of Discontinued Operations — None

C. Nature of any Significant Continuing Involvement with Discontinued Operations After Disposal — None

o

Equity Interest Retained in the Discontinued Operation After Disposal — None

5. Investments
A. Mortgage Loans, including Mezzanine Real Estate Loans — Not applicable
B. Debt Restructuring — None
C. Reverse Mortgage — None
D. Loan-Backed Securities

1.Prepayment assumptions for mortgage-backed/loan-backed and structured securities were
obtained from broker dealer survey values.

2.0ther than —temporary impairment — None.
3. Each security, by CUSIP, with an Other-than-temporary impairment — None.

4.All impaired securities for which an other than temporary impairment has not been recognized in
earnings as a realized loss:

a. The aggregate amount of unrealized losses:

1. Less than 12 months $ 69,217
2. 12 Months or longer $ 35,572

b. The aggregate related fair value of securities with unrealized losses:

1. Less than 12 months $ 36,756,377
2. 12 Months or longer $ 25,861,960

The unrealized loss on investments in fixed-income securities were caused mainly by rising
inflationary expectations and changes in interest rates during 2019. This had negative implications
for fixed-income security prices. The contractual terms of these investments do not permit the
issuer to settle the securities at a price less than amortized cost of the investment. Because the
company has the ability and intent to hold these investments until a market price recovery or
maturity, these investments are not considered other-tank-temporarily impaired. For the mortgage-
backed securities, Management evaluated SSAP No. 43R and concluded than the company does
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Notes to Financial Statements

not intend to sell such security, and it is more likely than not that it will not be required to sell such
security prior to the recovery of its amortized cost basis.

The amortized cost, gross unrealized gains, gross unrealized losses, and estimated fair value of all

owned investment securities at December 31, 2019 and 2018 were as follows:

2019
Gross Gross
Amortized Unrealized Unrealized Estimated Fair
Cost Gains Losses Value
U.S. Treasury securities and obligations of
U.S. Government instrumentalities and states $ 155,702,962 $ 293,801 $ (98,303) $ 155,898,459
Corporate debt securities 12,683,401 97,274 - 12,780,675
Mortgage-backed securities 1,429,951 22,971 (6,486) 1,446,436
Mutual Funds 2,517,051 35,182 - 2,552,233
Total $ 172,333,364 $ 449,228 $ (104,789) $ 172,677,804
2018
Gross Gross
Amortized Unrealized Unrealized Estimated Fair
Cost Gains Losses Value
U.S. Treasury securities and obligations of
U.S. Government instrumentalities and states $ 197,265,931  $ 40,288  $(2,525,978) $ 194,780,241
Obligations of the Commonwealth of PR and
its instrumentalities 184,935 184,935
Corporate debt securities 12,092,204 4,107 (177,321) 11,918,990
Mortgage-backed securities 1,578,850 5574 (15,784) 1,568,640
Total $ 211,121,920 $ 49,969  $(2,719,083) $ 208,452,806

The amortized cost and estimated fair value of investment securities at December 31, 2019, by
contractual maturity, are shown below. Expected maturities will differ from contractual maturities
because borrowers may have the right to call or prepay obligations with or without call or
prepayment penalties.

Amortized Estimated Fair

Cost value
Due less than one year $ 39,241,334 $ 39,252,351
Due after one year through five years 129,145,028 129,426,784
Mortgage-backed securities 1,429,951 1,446,437

$ 169,816,314 $ 170,125,571

The following tables show the Company’s investments’ gross unrealized losses and estimated fair
value, aggregated by investment category and length of time that individual securities have been in
a continuous unrealized loss position, at December 31, 2019 and 2018 were as follows:

2019

Less than 12 months 12 months or more Total

Estimated Gross Unrealized Number of Estimated Gross Unrealized ~ Number of Estimated Gross Unrealized Number of

fair value losses Securities fair value losses Securities fair value losses Securities
U.S. Treasury securities and
obligations of U.S. government
instrumentalities 36,705,366 (68,777) 15 25,533,968 (29,525) 42 62,239,334 (98,303) 57
Mortgage-backed securities 51,011 (439) 2 327,992 (6,046) 12 379,003 (6,486) 14

Total 36,756,377 (69,217) 25,861,960 (35,572) 62,618,337 (104,789)
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2018

Less than 12 months 12 months or more Total
Estimated Gross Unrealized Number of Estimated Gross Unrealized ~ Number of Estimated Gross Unrealized Number of
fair value losses Securities fair value losses Securities fair value losses Securities
U.S. Treasury securities and
obligations of U.S. government
instrumentalities 31,845,734 (31,859) 11 171,480,650 (2,494,119) 205 203,326,384 (2,525,978) 216
Corporate debt securities 399,356 9,933,090 (177,321) 10.00 10,332,446 (177,321) 10
Mortgage-backed securities 835,515 (3,811) 4 475,844 (11,973) 15 1,311,359 (15,784) 19
Total 33,080,605 (35,670) 181,889,584 (2,683,413) 214,970,189 (2,719,083)
E. Repurchase Agreements and/or Securities Lending Transactions — None
F. Repurchase Agreements Transactions Accounted for as Secured Borrowing — None
G. Reverse Repurchase Agreements Transactions Accounted for as Secured Borrowing — None
H. Repurchase Agreements Transactions Accounted for as a Sale — None
I.  Reverse Repurchase Agreements Transactions Accounted for as Sale - None
J. Real Estate — None
K. Low-income housing tax credits (LHITC) — None
L. Restricted Assets
1. Restricted Assets (Including Pledged)
1 2 3 4 5 6 7
Total Percentage
Total Gross Total Gross Total Current| Current Percentage Admitted
Restricted Restricted Increase / Year Year Gross Restricted to
from Current From Prior | (Decrease) |INonadmitted | Admitted | Restricted to | Total Admitted
Restricted Asset Category Year Year (L minus 2)| Restricted | Restricted | Total Assets Assets
Subject to contractual obligation for which liability is not
a.[shown $ - |3 - |8 - |8 - 0% 0%
b.|Collateral held under security lending agreements -
c.|Subjectto repurchase agreements -
d.|Subjectto reverse repurchase agreements -
e.|Subjectto dollar repurchase agreements -
f. [Subjectto dollar reverse repurchase agreements -
g.|Placed under option contracts -
h.|Letter stock or securities restricted as to sale -
i. |On depositwith states 600,000 600,000 - - 600,000 0.144% 0.144%
j. |On depositwith other regulatory bodies -
k. |Pledged as collateral not captured in other categories -
I. |Other restricted assets -
m|Total Restricted Assets $ 600,000 |$ 600,000 | $ - |8 - | $ 600,000 0.144% 0.144%

At December 31, 2019, the Company has on deposit of $600,000 at the Office of the Commissioner

of Insurance of Puerto

Rico.

2.Detall of Assets Pledged as Collateral Not Captured in Other Categories — None

3.Detail of Other Restricted Assets — None

M. Working Capital Finance Investment — None.

N. Offsetting and Netting of Assets and Liabilities — None.

O. Structure Note — None.
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P. 5* Securities — None
Q. Short Sales — None

R. Prepayment Penalty and Acceleration Fees - None

6. Joint ventures, Partnerships and Limited Liability Companies
A. The company has no investment in joint ventures, partnerships or limited liability companies.

B. Write downs for impairments of joint ventures, partnerships or limited liability companies -
None.

7. Investment Income

A. Interest income is recognized when earned. Realized gains and losses from the sale of securities are
determined using the specific identification method for determining the cost of the security sold.

B. The company did not have any non-admitted due and accrued investment income as of December 31,
2019.

Component of Investment income for the years ended December 31, 2019 and 2018 were as follows:

2019 2018
Bonds and other debt securities $ 3,678,774 $ 3,838,786
Cash and short-term investment 2,408,510 1,896,130
Other 553,006 830,284
$ 6,640,290 $ 6,565,200
Less: Investment and interest expenses incurred 365,560 324,447
Total Net Investment Income $ 6,274,730 $ 6,240,753

8. Derivative Instruments
A. Derivatives under SSAP No. 86 — Derivatives — None
B. Derivatives under SSAP No. 108 — Derivative Hedging Variable - None

9. Income Taxes

The Company is currently only subject to Puerto Rico income taxes as operations are only conducted in Puerto
Rico. The Company operates as a qualified domestic health insurance company and is subject to the alternative
minimum tax and is also taxed on its capital gains. Deferred income taxes have been provided for the tax
consequences of temporary differences between statutory and tax basis of assets and liabilities.

A. The component of the net deferred tax assets (liabilities) at December 31, 2019 and December 31,
2018 are as follow:
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A

Gross Deferred Tax
(a) Assets

Statutory Valuation
(b) Allow ance Adjustment

Adjusted Gross
Deferred Tax Assets
(c) (1a-1b)

Deferred Tax Assets
(d) Nonadmitted

Subtotal net Admitted

Deferred Tax Asset (1c-

(e) 1d)
(f) Deferred Tax Liabilities

Net Admitted Deferred

Tax Asset / (Net

Deferred Tax Liability)
(9) (le-1f)

12/31/2019

12/31/2018

Change

Ordinary

-2

Capital

3
(Col 1+2)

Total

4

Ordinary

-5

Capital

6
(Col 4+5)

Total

7
(Col 1-4)

Ordinary

-8
(Col 2-5)

Capital

9
(Col 7+8)

Total

$ 1,255,284

$ -

$ 1,255,284

$ 3,587,609

$ - $

3,587,609

$(2,332,324)

$ -

$(2,332,324)

1,255,284

1,255,284

3,587,609

3,587,609

(2,332,324)

(2,332,324)

1,255,284

1,255,284

3,587,609

3,587,609

(2,332,324)

(2,332,324)

$ 1,255,284

$ 1,255,284

$ 3,587,609

3,587,609

$(2,332,324)

$ -

$(2,332,324)

12/31/2019

12/31/2018

Change

-2

3 -4

-5

(Col 1+2)
Total

Ordinary

Capital

Ordinary

Capital

-6

(Col 4+5)
Total

-7

(Col 1-4)
Ordinary

-8

(Col 2-5)
Capital

-9

(Col 7+8)
Total

Admission  Calculation
SSAP No. 101

Components

(a) Federal Income Taxes Paid In Prior
Years Recoverable Through Loss
Carrybacks.

(b) Adjusted Gross Deferred Tax
Assets Expected To Be Realized
(Excluding The Amount Of Deferred

1. Adjusted Gross Deferred Tax
Assets Expected to be Realized
Follow ing the Balance Sheet Date.

2. Adjusted Gross Deferred Tax
Assets Allow ed per Limitation

(c) Adjusted Gross Deferred Tax
Assets (Excluding The Amount Of

(d) Deferred Tax Assets Admitted as
the result of application of SSAP No.
101.

Total (2(a) + 2(b) + 2(c))

$

1,255,284

1,255,284 $ 3,587,609

(2,332,324)

(2,332,324)

$

1,255,284 $ - $

1,255,284 $ 3,587,609 $

$ (2,332,324) $

$  (2,332,324)

2019 2018
a. Ratio Percentage Used to determine recovery and threshold limitation
amount. 365.00% 363.00%
b. Amount of adjusted capital and surplus used to determine recovery
period and threshold limitation in 2(b)2 above 196,165 205,154

26.7




ANNUAL STATEMENT FOR THE YEAR 2019 or THE MCS Advantage Inc.

Notes to Financial Statements

B. The company has not recognized deferred tax liabilities as of December 31, 2019.

C. Deferred income taxes reflect the tax effects of: (a) temporary differences between carrying amounts
of admitted assets and liabilities for financial reporting and income tax purposes. The tax effects of
temporary differences that give rise to significant portions of the deferred tax assets and liabilities at

December 31, 2019 and December 31, 2018 are presented below:

1. CurrentIncome Tax

2.

Federal
Foreign
Subtotal
Other

Federal and foreign income taxes incurred

Deferred Tax Assets:

Ordinary
Receivables — nonadmitted

Net operating loss carry-forward
Tax credit carry-forward - AMT

Other (including items <5% of total ordinary tax
assets)
Subtotal

Nonadmitted
Admitted ordinary deferred taxassets

Capital:
Admitted deferred taxassets

3. Deferred Tax Liabilities:

Ordinary
Subtotal

Capital:
Subtotal

Deferred taxliabilities

4. Net deferred taxassets/liabilities

10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties

A. (applied for A, B, C & F) MCSHH, provide administrative claims processing, consulting, and other
administrative services to the company. These services are provided through a service agreement
approved by the Commissioner of Insurance. Administrative service fees under the service agreement are
based on per member per month rates for all services provided. Total administrative service fees amounted

D. The company is a qualified domestic insurance company, which was incorporated under the law of the

12/31/2019 12/31/2018 Change
$ - -3 -
$ . B .
42,066,259 27,683,049 14,383,209
$42,066,259 $ 27,683,049 $ 14,383,209
1,255,284 3,587,609 (2,332,324)
$ 1,255,284 3,587,609 $ (2,332,324)
$ 1,255,284 3,587,609 $ (2,332,324)
$ 1,255,284 3,587,609 $ (2,332,324)
$ . T3 .
$ . T3 .
$ . TS .
$ 1,255,284 3,587,609 $ (2,332,324)

Commonwealth of Puerto Rico. The company is exempt from federal income tax.

E. Operating loss and tax credit carry forwards - None

F. Consolidated federal income tax return — None

G. Federal or foreign income tax loss contingencies — None

H. Repatriation transaction tax — None

I.  Alternative Minimum Tax (AMT) Credit - None

to $139 million for the period ended December 31, 2019.
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D. At December 31, 2019, the company has a balance receivable from MCS Life of $10.6 million and. Also,
the company has a balance payable to MCS Healthcare of $5.3 million.

E. There are no guarantees or undertaking for the benefit of a subsidiary or affiliated party.
G. All outstanding shares of the company are owned by the Company.

J. The company owns no shares of the stock of its parent or any of its affiliate.

K. Investment in foreign insurance subsidiaries — Not applicable

L. Investment in downstream noninsurance holding companies - None

M. All SCA Investments - Not applicable

N. Investment in Insurance SCAs — None

O. SCA and SSAP No 48 - None

11. Debt

The company had no debentures outstanding, no outstanding liability for borrowed money and does not have
any reverse repurchase agreements.

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and
Other Postretirement Benefit Plans

A. (Athru D) - The company has no defined benefit plan.

E. Defined Contribution Plans — The Company provides pension benefits to employees under a defined
contribution plan. Under this plan, the company matches 25% of employee’s contributions up to 6% of total
employee compensation. The Company’s contribution for the plan during as of December 31, 2019 was
$224,531.

n

The company does not participate in a multiemployer plan.

G. The company does not participate in a consolidated/holding company plan.

I

Postemployment Benefits and Compensated Absences - None
I. Impact or Medicare Modernization Act on postretirement benefit - Not applicable
13. Capital and Surplus, Shareholders’ Dividend restrictions and Quasi-Reorganizations

1. The company has 100 shares, authorized and 1 share issued and outstanding. All shares are common
stocks, $1 par value.

2. The company has no preferred stock authorized.
3. 4 &5. The Company's surplus is restricted as to payment of dividends by statutory limitations applicable to

insurance companies. During the 3 quarter of 2019, dividends were declared and paid to the parent
Company for the amount of $89 million.

The Company is required to maintain a minimum capital and surplus of $600,000. Generally, the payment
of dividends is limited to unassigned surplus. Unassigned surplus is detailed as follows:

Accumulated earnings $ 235,952,829
Special Surplus - Health Insurance Provider Fees (37,300,000)
Non-admitted assets (2,487,842)
Unassigned surplus $ 196,164,986

The Commonwealth of Puerto Rico enacted Law No. 32 (the Law) to Chapter 45, Risk-Based Capital
(Chapter 45), to the Insurance Code of Puerto Rico. The RBC Model serves as a benchmark for the
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10.

11.

12.

13.

Notes to Financial Statements

regulation of insurance companies by state insurance regulators. RBC provides for targeted surplus levels
based on formulas that specify various weighting factors that are applied to the financial balances or various
levels of activity based on the perceived degree of risk and are set forth in the RBC requirements. Such
formulas focus on four general types of risk, which includes the risk with respect to the Company’s assets
(asset or default risk), the risk of adverse insurance experience with respect to the Company'’s liabilities and
obligations (insurance or underwriting risk), the interest rate risk with respect to the Company’s business
(asset/liability matching), and all other business risks (management, regulatory action, and contingencies).
The amount determined under such formulas is called the authorized control level RBC (ACLC).

The RBC guidelines define specific capital levels based on a company’s ACLC that are determined by the
ratio of the company’s total adjusted capital (TAC) to its ACLC. TAC is equal to statutory capital, plus or
minus certain other specified adjustments. The specific capital levels, in declining order, and applicable
ratios are generally as follows: “Company Action Level” where TAC is less than or equal to 200% ACLC (or
250% ACLC with negative trends); “Regulatory Action Level” where TAC is less than or equal to 150%
ACLC; “Authorized Control Level” where TAC is less than or equal to 100% ACLC; and “Mandatory Control
Level” where TAC is less than or equal to 70% ACLC. Companies at the Company Action Level must submit
a comprehensive financial plan to the Commissioner of Insurance. Companies at the Regulatory Action
Level are subject to a mandatory examination or analysis by the Commissioner of Insurance and possible
required corrective actions. At the Authorized Control Level, a company may be subject to, among other
things, the Commissioner of Insurance placing it under regulatory control. At the Mandatory Control Level,
the Commissioner of Insurance is required, to place a company under regulatory control.

The Law requires, among other things, that all health service organizations, authorized to conduct business
in Puerto Rico to comply with the RBC requirements as adopted by the NAIC, to annually file an RBC report
with the NAIC and the Commissioner of Insurance on or before March 31, and to maintain a minimum RBC
level of 200% of the ACLC. At December 31, 2019 and 2018, the Company was in compliance with the
requirement established with an actual RBC level of 365% and 363% respectively.

The Company’s surplus is restricted as to payment of dividends by statutory limitations applicable to
insurance companies.

The Affordable Care Act (ACA) imposes an assessment on entities that issue health insurance for each
calendar year beginning on or after January 1, 2014. Pursuant to Section 9010 of the ACA, a reporting
entity’s portion of the assessment is paid no later than September 30 of the applicable calendar year (the
fee year) beginning in 2014. The amount of the assessment for the reporting entity is based on the ratio of
the amount of an entity’s subject net health premiums written for any U.S. health risk during the preceding
calendar year (data year) to the aggregate amount of subject net health premiums written by all subject
U.S. health insurance providers during the preceding calendar year.

Unassigned funds — None

There have been no advances to surplus.

Amount of stock held by the company for special purposes - $0
Change in the balance of special surplus funds from prior year - None

The portion of unassigned funds surplus represented or (reduced) by cumulative unrealized gains and
(losses) is $28,146.

The company has not issued any surplus note or debentures or similar obligations.
Impact of quasi-reorganizations - Not applicable

Date of quasi-reorganizations - Not applicable

14. Contingencies

A.

B.

15. Leases

Contingent commitments — None
Assessment - None

Gain contingencies — None

Extra contractual obligations — None
Joint and Several Liabilities — None

Other Contingencies — None
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A. Lessee Leasing Arrangements — None

B. Lesser Leasing Arrangements — None

16. Information About Financial Instruments With Off-Balance-Sheet Risk and Financial Instruments With
Concentrations of Credit Risk

A. Financial instruments with off-balance-sheet risk — Not applicable

B. Financial instruments with concentrations of credit risk
1) Off-balance sheet credit exposure — Not applicable

2) Financial instruments that potentially subject the Company to concentrations of credit risk consist
principally of premiums receivable, accrued interest receivable, and other receivables. The
Company's business activity is for insured located throughout Puerto Rico, and as such, the
Company is subject to the risks associated with the Puerto Rico economy.

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities
A. Transfers of Receivables Reported as Sales — None
B. Transfer and Servicing of Financial Assets — None
C. Wash Sales — None

18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured
Plans

A. ASO Plans — None
B. ASC Plans — None

C. Medicare or Similar Structured Cost Based Reimbursement Contract
The Company provides Medicare prescription drug coverage to eligible members with Medicare.

In general, pharmacy benefits under Part D plans (collectively referred to as Part D plans) may vary in terms of
coverage levels and out-of-pocket costs for beneficiary premiums, deductibles, and coinsurance. However, all
Part D plans must offer either "standard coverage" or its actuarial equivalent (with the Company's out-of-pocket
threshold and deductible amounts that do not exceed those of standard coverage). These "defined standard"
benefits represent the minimum level of benefits mandated by the U.S. Congress.

The payment the Company receives monthly from CMS generally represents the Company's bid amount for
providing insurance coverage. The Company recognizes premium revenue for providing this insurance
coverage ratably over the term of the annual contract. However, the payment is subject to 1) risk sharing through
the risk corridor provisions, 2) reinsurance subsidy in order for the Company and CMS to share the risk
associated with financing the ultimate costs of the Part D benefit, and 3) CMS coverage gap discount program
(CGDP) subsidy.

The amount of revenue payable to a plan by CMS is subject to adjustment, positive or negative, based upon
the application of risk corridors that compare a plan's revenues targeted in their bids (target amount) to actual
prescription drug costs. Variances exceeding certain thresholds may result in CMS making additional payments
to the Company (risk-sharing receivable) or require the Company to refund to CMS (risk-sharing payable) a
portion of the payments the Company received. Actual prescription drug costs subject to risk sharing with CMS
are limited to the costs that are, or would have been, incurred under the CMS "defined standard" benefit plan
(allowable risk corridor costs). The Company recognizes any changes in the risk-sharing receivable from or
payable to CMS as an adjustment to premium revenue.

Reinsurance subsidies represent reimbursements from CMS for claims the Company paid for which the
Company assumed no risk, including reinsurance payments. Claims paid above the out-of-pocket or
catastrophic threshold for which the Company is not at risk are all reimbursed by CMS through the reinsurance
subsidy for Part D plans offering the standard coverage. The Company accounts for these subsidies as a
receivable for amounts due from uninsured plans. The Company does not recognize premium revenue or claims
expense for these CMS subsidies.
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Part D sponsors must provide the discounts for applicable drugs in the Medicare Part D coverage gap
(difference between the initial coverage limit and the catastrophic coverage threshold) at point of sale under the
CGDP. Part D sponsors receive monthly prospective payments from CMS under the CGDP. These prospective
payments provide cash flows to Part D sponsors for advancing the gap discounts at the point of sale. The
Company accounts for these prospective payments or subsidies as a liability. For the period ended December
31, 2019, CGDP payments made monthly by CMS to MCS Advantage were lower than the actual gap discounts
incurred and paid by MCS Advantage on behalf of CMS, resulting in a receivable from CMS approximately
$13.9 million reported as part of amount receivable relating to uninsured plans.

On a quarterly basis, CMS invoices manufacturers for discounts provided by Part D sponsors that are recorded
as an account receivable from manufacturers as part of other receivables in the accompanying statutory
statements of admitted assets, liabilities, and capital and surplus. The manufacturers remit payments for
invoiced amounts directly to Part D sponsors. The prospective payments made to Part D sponsors are reduced
by the discount amounts invoiced to manufacturers. For the period ended December 31, 2019, the discount
amounts invoiced to manufacturers exceeded the reductions applied by CMS to the prospective payments
received, causing the Company to have an outstanding payable to CMS approximately $15.0 million reported
as part of remittances and items not allocated. The Company does not recognize premium revenue or claims
expense for these CMS prospective payments or invoiced amounts to manufacturers.

These estimates of amounts due to or from CMS are primarily determined on the prescription drug benefit claim
data submitted by plans to CMS in the form of Prescription Drug Event (PDE) data records. The Company used
PDE submission reports and data, claims paid data, and actuarial assumptions pursuant to CMS risk-sharing
and reinsurance guidelines in order to estimate the final settlement of amounts due to or from CMS.

At December 31, 2019, the Company has a Part D risk-sharing payable of $5.0 million reported as aggregate
health policy reserves in the accompanying statutory statements of admitted assets, liabilities, and capital and
surplus. At December 31, 2019, the Company recorded a receivable of approximately $30.6 million for Part D
reinsurance subsidies reported as part of amount receivable relating to uninsured plans.

The Part D related accounting estimates for risk sharing and reinsurance due to or from CMS is necessarily
based on estimates, and while management believes that amounts are adequate, the ultimate asset or liability
may be in excess or less than the amount provided. The methodology for making such estimates and for
establishing the resulting assets or liabilities are continually reviewed, and adjustments, if any, are reflected in
the current year. The final Part D related estimates due to or from CMS are determined within one year after
the contract year-end.

19. Direct Premium Written / Produced by Managing General Agents / Third Party Administrators
None

20. Fair Value Measurements
A. Inputs used for assets measured and reported at fair value.

1.Included in various investment-related line items in the statutory financial statements are certain
financial instruments carried at fair value. Other financial instruments are periodically measured at
fair value, such as when impaired, or, for certain bonds and preferred stock when carried at the
lower of cost or market.

The fair value of an asset is the amount at which that asset could be bought or sold in a current
transaction between willing parties, that is, other than in a forced or liquidation sale. The fair value
of a liability is the amount at which that liability could be incurred or settled in a current transaction
between willing parties, that is, other than in a forced or liquidation sale.

Fair values are based on quoted market prices when available. When market prices are not
available, fair value is generally estimated using discounted cash flow analyses, incorporating
current market inputs for similar financial instruments with comparable terms, and credit quality
(matrix pricing). In instances where there is little or no market activity for the same or similar
instruments, the Company estimates fair value using methods, models, and assumptions that
management believes market participants would use to determine a current transaction price.
These valuation techniques involve some level of management estimation and judgment, which
becomes significant with increasingly complex instruments or pricing models. Where appropriate,
adjustments are included to reflect the risk inherent in a methodology, model, or input used.

The Company's financial assets and liabilities carried at fair value have been classified, for
disclosure purposes, based on a hierarchy defined by SSAP 100. The hierarchy gives the highest
ranking to fair values determined using unadjusted quoted prices in active markets for identical
assets and liabilities (Level 1) and the lowest ranking to fair values determined using methodologies
and models with unobservable inputs (Level 3). An asset's or a liability's classification is based on
the lowest level input that is significant to its measurement. For example, a Level 3 fair value

26.12



ANNUAL STATEMENT FOR THE YEAR 2019 or THE MCS Advantage Inc.

Notes to Financial Statements
measurement may include inputs that are both observable (Levels 1 and 2) and unobservable
(Level 3). The levels of the fair value hierarchy are as follows:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the Company has the ability to access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability.

The level in the fair value hierarchy within which a fair measurement in its entirety falls is
based on the lowest level input that is significant to the fair value measurement in its
entirety.

The following table presents the fair value hierarchy level for the company's assets and liabilities
that are measured at fair market value at December 31, 2019 and 2018.

M1) Fair Value Measurements at reporting Date

2019
Description for each class of
asset or liability (Level 1) (Level 2) (Level 3) Total NAV
Assets atfair value
Bonds
Us Treasury Securities and Us
Obligation of the US Gov Instr
and States $ 165,042,560 $ 165,042,560 -
Mortgage-backed Sec 1,446,437 $ 1,446,437 -
Corporate debt securities 12,780,675 $ 12,780,675 -
Mutual Funds - 2,441,096 $ 2,441,096
Other invested asset - 111,138 $ 111,138
Deposits 11,916,305 $ 11,916,305 -
Total Bonds $ 11,916,305 $ 181,821,904 $ - $ 193,738,210 $ -
Total assets at fair value $ 11,916,305 $ 181,821,904 $ - $ 193,738,210 $ -
Fair Value Measurements at reporting Date
2018
Description for each class of
asset or liability (Level 1) (Level 2) (Level 3) Total NAV
Assets atfair value
Bonds
Us Treasury Securities and Us
Obligation ofthe US Gov Instr
and States $ 218,375,575 $ 218,375,575 -
Mortgage-backed Sec 1,568,640 $ 1,568,640 -
Obligation of the Commonwalth
of PR and its Intrumentalities 184,935 $ 184,935
Corporate debt securities 11,918,990 $ 11,918,990 -
Deposits 6,136,824 $ 6,136,824 -
Total Bonds $ 6,136,824 $ 232,048,140 $ - $ 238,184,964 $ -
Total assets at fair value $ 6,136,824 $ 232,048,140 $ - $ 238,184,964 $ -

2.The company has no assets or liabilities measured at Fair Value in Level 3
3. (3 & 4) - No transfers into or out of Level 3

4.The company has no derivative assets and liabilities reporting.
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Other Fair Value disclosures — Non applicable.

C. The table below reflects the fair values and admitted values of all admitted assets that are financial

instruments excluding those accounted for under the equity method. The fair values are also categorized
into the three-level fair value hierarchy as described in the table above.

Not

Practicable
Type of financial Aggregate Fair Admitted (Carrying
Instruments Value Assets (Level 1) (Level 2) (Level 3) Value) NAV
Bonds $ 179,275,265 $ 178,960,412 $ 179,275,265
Mutual Funds $ 2517051 $ 2,517,051 $ 2,517,051
Other Invested Asset $ 111,138 % 111,138  $ - $ 111,138
Cash, cash equivalent $ 86,961,292 $ 86,961,292 $ 11,916,305 $ -

D.

Financial instruments for which it is not practicable to estimate fair values — Not applicable.

21. Other Iltems

A.

B.

C.

Extraordinary Items - Not applicable.
Troubled Debt Restructuring - Not applicable.

A certificate of deposit of $600,000 is deposited with the Commissioner of Insurance to comply with deposit
requirements of the Insurance Code.

Business Interruption Insurance Recoveries — Not applicable.

State Transferable and Non-transferable tax credit — None. The company has not recognized impairment
loss.

The company has no exposure to subprime mortgage risk.
Retained Assets — Not applicable.
Insurance-Linked Securities (ILS) Contracts — None.

Amount Realized on Life Insurance — None.

22. Events Subsequent

On January 1, 2020, the Company will be subject to an annual fee under Section 9010 of the federal Affordable
Care Act (ACA). This annual fee will be allocated to individual health insurers based on the ratio of the amount of
the entity’s net premiums written during the preceding calendar year to the amount of health insurance for any U.S.
health risk that is written during the preceding calendar year. A health insurance entity’s portion of the annual fee
becomes payable once the entity provides health insurance for any U.S health risk for each calendar year beginning
on or after January 1 of the year the fee is due. As of December 31, 2019, the Company has written health insurance
subject to the ACA assessment, expects to conduct health insurance business in 2020, and estimates their portion
of the annual health insurance industry fee to be payable on September 30, 2020 to be $37.3 million. This amount
is reflected in special surplus. Reporting the ACA assessment as of December 31,2019, would not have triggered
an RBC action level.

Information regarding the ACA assessment was as follow:
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Current Year Prior Year

A Did the reporting entity write accident and health insurance premium that
— issubject to Section 9010 of the federal Affordable Care Act (YES'NO)? YES
B. ACA fee assessment payable for the upcoming year $ 37,300,000 $ -
C. ACA fee assessment paid $ - $ 32,967,074
D. Premiumwritten subject to ACA 9010 assessment $ 1836226250 $ 1,926,221,185
E. Total Adjusted Capital before surplus adjustment $ 196,164,986

(Five-Year Historical Line 14)
F. Total Adjusted Capital after surplus adjustment $ 158,864,986

(Five-Year Historical Line 14 minus 22B above)
G. Authorized Control Level after surplus adjustment $ 53,697,574

(Five-Year Historical Line 15)
H Would reporting the ACA assessment as of Decenber 31, 2019, have

" triggered an RBC action level (YES/NO)? NO

23. Reinsurance

A. Ceded Reinsurance Report

Section

1.

Section

1.

Section

1 - General Interrogatories

Are any of the reinsurers, listed in Schedule S and non-affiliated, owned in excess of 10% or
controlled, either directly or indirectly, by the company or by any representative, officer,
trustee, or director of the company?

Yes( ) No(X)

Have any policies issued by the company been reinsured with a company chartered in a
country other than the United States (excluding U.S. Branches of such companies) that is
owned in excess of 10% or controlled directly or indirectly by an insured, a beneficiary, a
creditor or any other person not primarily engaged in the insurance business?

Yes( ) No(X)

2 - Ceded Reinsurance Report Part A

Does the company have any reinsurance agreements in effect under which the reinsurer may
unilaterally cancel any reinsurance for reasons other than for nonpayment of premium or
other similar credit?

Yes( ) No(X)

a. If yes, what is the estimated amount of the aggregate reduction in surplus of a
unilateral cancellation by the reinsurer as of the date of this statement, for those
agreements in which cancellation results in a net obligation of the reporting entity to
the reinsurer, and for which such obligation is not presently accrued? Where
necessary, the reporting entity may consider the current or anticipated experience of
the business reinsured in making this estimate $0.

b. What is the total amount of reinsurance credits taken, whether as an asset or as a
reduction of liability for these agreements in this statement? $0.

Does the reporting entity have any reinsurance agreements in effect such that the amount of
losses paid or accrued through the statement date may result in a payment to the reinsurer
of amounts that, in aggregate and allowing for offset of mutual credits from other reinsurance
agreements with the same reinsurer, exceed the total direct premium collected under the
reinsured polices?

Yes( ) No(X)

3 - Ceded Reinsurance Report Part B
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1. What is the estimated amount of the aggregate reduction in surplus, (for agreements other
than those under which the reinsurer may unilaterally cancel for reasons other than for
nonpayment of premium or other similar credits that are reflected in Section 2 above) of
termination of ALL reinsurance agreements, by either party, as of the date of this statement?
Where necessary, the company may consider the current or anticipated experience of the
business reinsured in making this estimate. $0.

2. Have any new agreements been executed or existing agreements amended, since January
1 of the year of this statement, to include policies or contracts that were in force or which had
existing reserves established by the company as of the effective date of the agreement?

Yes( ) No(X)

B. As of December 31, 2019, the Company had no uncollectible reinsurance balances written off through
income and expenses.

C. The company has not commuted any ceded reinsurance during the year.

D. Certified Reinsurer Downgraded or Status Subject to Revocation — None

24. Retrospectively Rated Contracts & Contracts Subject to Redetermination
A. Method Used to Estimated Accrued Retrospective Premium Adjustments — Not applicable

B. Retrospective Premium Recorded through Written Premium or Adjustments to Earned Premium — Not
applicable.

C. Amount and Percentage of Net Premium Written Subject to Retrospective Rating Features — Not applicable
D. Medical Loss Ratio Rebates Required Pursuant to the Public Health Service Act — Not applicable

E. Risk Sharing Provisions of ACA — Not applicable.

25. Change in Incurred Losses and Loss Adjustment Expenses

The activity in the unpaid medical claims for December 31, 2019 and 2018 is as follows:

12/31/2019
107,650,348

12/31/2018
Unpaid medical claims, atbeginning ofyear $ $ 107,117,636

Incurred claims:

Current period insured events
Prior period insured events

1,429,767,173
(7,382,798)

1,577,247,850
(9,545,811)

Total incurred

1,422,384,375

1,567,702,039

Paymentfor claims:
Current period insured events
Prior period insured events

1,361,148,907
85,857,948

1,477,820,623
89,348,704

Total paid

1,447,006,854

1,567,169,327

Unpaid medical claims, at end of period $

83,027,869

$ 107,650,348

The above table shows the components of changes in unpaid medical claims. Unpaid medical claims include
claims in process as well as provisions for the estimate of incurred but not reported claims and provisions for
disputed claim obligations. Such estimates are computed using actuarial principles and assumptions that
consider, among other things, contractual requirements, historical utilization trends and payment patterns,
benefit changes, medical inflation, seasonality, membership, and other relevant factors consider, among other
things, contractual requirements, historical utilization trends and payment patterns, benefit changes, medical
inflation, seasonality, membership, and other relevant factors.
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Because unpaid claims include various actuarially developed estimates, the Company’s actual medical costs
and claims expense may be more or less than the Company’s previously developed estimates. As a result of
change in estimate of insured events in prior years, the incurred claims for prior period insured events during
the period ended December 31, 2019 were lower due to a favorable development of claims that is attributed to

lower-than-expected cost per service and utilization trends.

Management believes the amount of unpaid medical claims is reasonable and adequate to cover the
Company’s liability for unpaid medical claims and for claims incurred, but not yet reported as of December 31,

2019.

26. Intercompany Pooling Arrangements
None

27. Structured Settlements
None

28. Health Care Receivable

A. The Company estimates the rebate receivable based on historical trends data and rebate's confirmation
received from the Pharmacy Benefit Manager. The company balance of pharmacy rebate receivable as of
December 31, 2019 is $7.5 million. Also, the company has another receivable amounted of $8,464 related

plan to plan Rx Receivables and $540,409 million of recoveries from providers.

Actual
Estimated Actual rebates Actual
Pharmacy Pharmacy Rebates received | rebates
Rebates as Rebates as Received | within91 | received
Reported on Billed or within 90 to 180 more than
Fnancial Otherwise days of days of 180 days
Quarter Statements Confirmed billing billing |after biling
12/31/2019 7,158,402 21,716,133 | 21,716,133
9/30/2019 - 22,067,284 | 22,067,284
6/30/2019 9,215,107 22,233,710 | 21,859,811 373,899
3/31/2019 8,443,377 21,194,728 | 20,134,992 | 1,059,736
12/31/2018 14,261,821 15,335,841 | 14,669,205 - 666,635
9/30/2018 - 20,064,790 | 19,018,260 625,811 420,720
6/30/2018 - 19,157,988 | 11,018,771 | 7,891,992 247,225
3/31/2018 - 17,572,455 | 10,106,847 | 7,238,843 226,765
12/31/2017 - 11,037,091 | 10,161,975 875,116
9/30/2017 9,357,468 11,775,221 | 10,841,579 933,642
6/30/2017 10,199,624 13,883,985 | 12,783,142 1,100,843
3/31/2017 9,530,650 12,684,067 | 11,678,364 1,005,703

B. Risk Sharing Receivable — None

29. Participating Policies
None
30. Premium Deficiency Reserves
None
31. Anticipated Salvage and Subrogation

None
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES
GENERAL

1.1 Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which is
an insurer?

If yes, complete Schedule Y, Parts 1, 1A and 2.

1.2 If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing disclosure
substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model Insurance Holding
Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards and disclosure
requirements substantially similar to those required by such Act and regulations?

1.3 State Regulating?

1.4 |s the reporting entity publicly traded or a member of a publicly traded group?

1.5 If the response to 1.4 is yes, provide the CIK (Central Index Key) code issued by the SEC for the entity/group.

2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?
2.2 If yes, date of change:

3.1 State as of what date the latest financial examination of the reporting entity was made or is being made.

3.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity. This
date should be the date of the examined balance sheet and not the date the report was completed or released.

3.3 State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or
the reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet
date).

3.4 By what department or departments?

3.5 Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement
filed with departments?

3.6 Have all of the recommendations within the latest financial examination report been complied with?

4.1 During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any
combination thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a
substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.11 sales of new business?
4.12 renewals?

4.2 During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct
premiums) of:

4.21 sales of new business?
4.22 renewals?

5.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?
If yes, complete and file the merger history data file with the NAIC.

5.2 If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has
ceased to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Company Code State of Domicile

6.1 Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or
revoked by any governmental entity during the reporting period?
6.2 If yes, give full information:

7.1 Does any foreign (non-U