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Subsequent to the filing of the 2012 Annual Statement, the Company determined that premium revenue, medical costs, and 
general administrative expenses relating to the Managed Care Plans (MCP) hospital incentive were understated.  
 
The state of Ohio includes funding in the Medicaid capitation rates for the MCP hospital incentive. All such funds received by 
the Plan are required to be remitted to the Ohio Hospital Association, which in turn distributes the funds only to hospitals that 
are contracted with Medicaid managed care plan. These amounts received and distributed are presented as net premium 
income, hospital and medical expenses and general administrative expenses. 
 
 The details of the changes are as follows: 
 
A. Revenue from MCP hospital incentive should be $30,926,521 for the year instead of the $10,288,500 that was reported. 

Revenue was understated by $20,638,021. 
B. Related capitation cost should be $28,688,795 for the year instead of the $9,544,063 that was reported. Hospital and 

medical benefit expenses were understated by $19,144,732. 
C. Related premium tax should be $2,237,726 for the year instead of the $744,437 that was reported. General administrative 

expenses were understated by $1,493,289. 
 
The changes discussed above have no impact on net income reported. However, the correction reduces total Capital and 
surplus reported by $58,695 due to impact on admissible deferred taxes assets discussed below.  
 
Corrections have been made to the following pages: 

1. Page 2 – Assets; Net deferred tax assets (Line 18.2, column 2) Nonadmitted Assets, increased by $58,965, see note to 
financial statement 9.2(c). 

2. Page 3 – Liabilities, Capital and Surplus; Unassigned funds (surplus), Line 31 Column 3 decreased by $58,965 described 
above. 

3. Page 4 – Statement of Revenue and Expenses; Net premium income, Line 2 Column 2 is revised to include revenue 
discussed in A. above. Hospital/medical benefits, Line 9 column 1 and 2 is revised to include capitation cost discussed 
in B. above. General administrative expenses, Line 21 Column 2 revised to include premium tax discussed C. above. 

4. Page 5 – Capital and Surplus Account; Change in nonadmitted assets, Line 39 Column 1 is revised due to change 
discussed in 1 above and resultant change in Capital and surplus end of reporting period Line 49 column 1. 

5. Page 6 – Cash Flow; Premium collected net of reinsurance, Line 1 Column1, Benefit and loss related payments, Line 5, 
Column 1 and Commissions, expenses paid and aggregate write-ins for deductions,  Line 7 column 1, are revised due to 
changes described in A., B. and C. above respectively. 

6. Page 7 – Analysis of Operations by Lines of Business; Net premium income, Line 1 Column 8 is revised to include 
revenue discussed in A. above. Hospital/medical benefits, Line 8 column 8 is revised to include capitation cost 
discussed in B. above. General administrative expenses, Line 20 Column 7 and 8 are revised to include premium tax 
discussed C. above. 

7. Page 8 – Underwriting and Investment Exhibit – Part 1 Premiums; Title XIX – Medicaid, Line 7 column 1 is revised to 
include A. above. 

8. Page 9 – Underwriting and Investment Exhibit – Part 2 Claims Incurred During the Year; Payments during the year 
direct, Line 1.1 Column 8 is revised to include B. above. 

9. Page 11 – Underwriting and Investment Exhibit – Part 2B Analysis of Claims Unpaid-Prior Year-Net of Reinsurance; 

Claims paid during the year, On Claims incurred during the year, Column 2 Line 7 is revised to take account of B. above. 

10. Page 12.GT – Underwriting and Investment Exhibit – Part 2C Development of Paid and Incurred Claims; Section A and 

B, Line 6 Column 5 for both sections are revised to take account of B. above. Section C, Line 5 column 1 and 2 are 

revised to take account of A. and B above. 

11. Page 12.XI – Underwriting and Investment Exhibit – Part 2C Development of Paid and Incurred Claims; Section A and B, 

Line 6 Column 5 for both sections are revised to take account of B. above. Section C, Line 5 column 1 and 2 are revised 

to take account of A. and B above. 

12. Page 14 – Underwriting and Investment Exhibit – Part 3 Analysis of Expenses; State premium taxes, Line 23.2 column 3 

revised to include C. above. 

13. Page 16 – Exhibit of Nonadmitted Assets – Net deferred tax assets, Line18.2 Column 1 revised to include 1., above 

14. Page 23 – Exhibit 7 – Part 1 Summary of Transactions with Providers; Capitation payments to Intermediaries, Line 2 

Column 6 are revised to include B. as discussed above. Contractual fee payments; Line 6 Column 6 is revised to show 

correct balance. 

15.  Page 23 – Exhibit 7 – Part 2 Summary of Transactions with Intermediaries; Partners For Kids, Line 00000 Column 3 is 

revised to include B. as discussed above. 

16. Page 25 – Notes to financial statement; Note 9 Income tax is revised to include deferred tax effect impact amounting 

to $58,965  as a result of corrections A, B and C discussed above. Also see note to financial statement 9.2(c). 

17. Page 25 – Notes to financial statement; Note 25 Change in Incurred Claims and Claims Adjustment Expenses; 2012 

Current year,  provision  for claims, net of reinsurance and current year, Paid claims, net of reinsurance are both 

revised to take account of B discussed above. 
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18. Page 27 – General Interrogatories, Part 2 – Health Interrogatories; Premium Numerator Line 2.1 and 2.2, Column 1 is 

revised to include A discussed above. 

19. Page 28 – Five Year History Data, Column is revised to include impacted Balances from A., B., and C., above as follows; 

i. Total admitted assets, Line 1 Column 1. 

ii. Total capital and surplus, Line 4 Column 1. 

iii. Total revenues, Line 5 Column 1. 

iv. Total medical and hospital expenses, Line 6 Column 1. 

v. Total administrative expenses, Line 8 Column 1. 

vi. RBC Analysis; Total adjusted capital, Line 14 Column 1. 

vii. RBC Analysis; Authorized control level RBC, Line 15 Column 1. 

viii. Operating Percentage; Total hospital and medical plus other non-health, Line 19 Column 1. 

ix. Operating Percentage; Total underwriting gain (loss), Line 23 Column 1. 

20. Page 29 – Exhibit of Premiums, Enrollment and Utilization; Health premiums written, Line 12 Column 9 and Health 

premiums earned, Line 15 Column 9 are both revised to include A., discussed above. Amount paid for provision of 

healthcare services, Line 17 Column 9 and Amount incurred for provision of healthcare services, Line 18 Column 9, are 

revised for the impact of B., discussed above. 

21. Page 37 – Schedule S – Part 7; All other admitted assets, Line 5 Column 1 and 3, and Total capital and surplus, Line 16 

Column 1 and 3, are revised to include $58,695 Deferred tax as discussed in note to financial statement 9.2(c). 

22. Page 38 – Schedule T – Premiums and Other Considerations; Ohio Line 36 Column 4, is revised to include A., as 

discussed above. 

23. As a result of these changes the Risk Based Capital filing was also amended.  The new ACL is $33,884,116 vs. 

$34,924,382 that was reported previously.  The Five Year Historical Page has been updated with the revised amount. 
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