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sTaTemenT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

ASSETS

Current Statement Date

Assets

2

Nonadmitted
Assets

3
Net Admitted
Assets
(Cols. 1-2)

4

December 31
Prior Year Net
Admitted Assets

AAAAAAAAAAAAA 999,985

AAAAAAAAAAAAA 999,985

AAAAAAAAAAAAA 998,579

2,363,413
AAAAAAAAAAAAA 365,801

............. 829,910
AAAAAAAAAAAAA 323,709

1,533,503
42,092

AAAAAAAAA 66,076,165

1,153,619

AAAAAAAAA 64,922,546

1. BONnds ...
2, Stocks
21 Preferredstocks ...
2.2 CommON StOCKS ......... ...
3. Mortgage loans on real estate:
31 Firstliens ...
3.2 Otherthanfirstliens ...
4. Real estate:
4.1  Properties occupied by the company (less §............... 0
ENCUMDBIaANCES) ...
42  Properties held for the production of income (less §............... 0
ENCUMDBIANCES) ...
4.3 Properties held for sale (less §............... 0 encumbrances) ...........
5. Cash (§......40,501,351), cash equivalents (§............... 0) and short-term
investments (3.......1,902,222) ...
6. Contract loans (including §............... 0 premiumnotes) ........................
7. Derivatives ...
8. Otherinvested @ssets ...
9. Receivables for securities ......................
10.  Securities lending reinvested collateral assets ...................................
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:
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 ................oooooeiiiiiiiiiii.
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
[ J— 0)
22.  Netadjustments in assets and liabilities due to foreign exchange rates .....
23.  Receivables from parent, subsidiaries and affiliates ............................
24,  Health care ($.......1,533,503) 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) ................oooeeei
27.  From Separate Accounts, Segregated Accounts and Protected Cell
ACCOUNES ...
28.  TOTAL (Lines26and 27) ...
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. Prepaid EXpenses ...
2502. Other Receivables ...
25003,
2598. Summary of remaining write-ins for Line 25 from overflow page ..............
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25 above) ..............




sTaTemenT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

LIABILITIES, CAPITAL AND SURPLUS

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

1. Claims unpaid (less §............... Oreinsurance ceded) ... ... 30,069,757 |.................. .. 30,069,757 | .... 27,854,543
2. Accrued medical incentive pool and bonus amounts .......................coc 761188 ..o 761,188]........ 293,759
3. Unpaid claims adjustment Xpenses ... 676,416 |..................|........ 676,416|........ 626,585
4. Aggregate health policy reserves, including the liability of §............... 0 for medical loss ratio

rebate per the Public Health Service Act ........................cooo e e
5. Aggregate life policy reserves ....................ooi e L
6. Property/casualty unearned premium reServe .................cccooooeeeeiiiiiiieeeee e
7. Aggregate health claimreserves ...................c.ooooiiii L L e
8. Premiums received in @advance .................oooooiii i L e L
9. General expenses due or acCrued ...................ccoooiiiiiiiiiiii
10.1  Current federal and foreign income tax payable and interest thereon (including $

on realized gains (I0SSES)) .............ooooeeiiiii e e
10.2  Net deferred tax liability ........................... e e
11.  Ceded reinsurance premiums payable ..........................cccoco e e e
12. Amounts withheld or retained for the account of others ... e
13.  Remittances anditems notallocated .......................... L e
14.  Borrowed money (including $............... 0 current) and interest thereon §.............. 0

(including §............... Ocurrent) ...
15. Amounts due to parent, subsidiaries and affiliates ............................... e 20,986
16, Derivatives ... e e
17. Payable for securities .....................cooooiii e e
18.  Payable for securities lending ......................oo e e
19.  Funds held under reinsurance treaties with ($............... 0 authorized reinsurers, §............... 0

unauthorized reinsurers and §............... 0 certified reinsurers) .................ccccocoiiiooee e
20.  Reinsurance in unauthorized and certified (§............... 0)companies ... |
21.  Net adjustments in assets and liabilities due to foreign exchangerates .......................... | | e
22.  Liability for amounts held under uninsured plans ............................cooccoc 61,000.........oocoi | 61,000(.......... 61,000
23.  Aggregate write-ins for other liabilities (including §............... Ocurrent) ... i e
24.  Totalliabilities (Lines 110 23) ... ... 32,705820|.................. 32,705,820 30,574,738
25.  Aggregate write-ins for special surplus funds .......................... XXX XXX oo
26.  Common capital StOCK .................coooiiii XXX XXX oo
27.  Preferred capital STOCK .....................oooo | XXX XXX oo
28.  Gross paid in and contributed surplus ...................... XXX XXX oo
29, SUMPIUS NOES ... ..o | XXX XXX oo
30.  Aggregate write-ins for other than special surplus funds ...................................... | XXX XXX oo
31, Unassigned funds (SUPIUS) ... XXX XXX 32,216,726 29,924,726
32.  Less treasury stock, at cost:

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

322 i 0 shares preferred (value included in Line 27 §.............. 0) ] XXX ... XXX oo
33.  Total capital and surplus (Lines 25to 31 minus Line 32) .........................ccooo | XXX ... XXX ... 32,216,726 | .... 29,924,726
34.  Total Liabilities, capital and surplus (Lines24and 33) ...............................................|..... XXX ... XXX .. 64,922,546 | .... 60,499,464
DETAILS OF WRITE-INS
230, e e e
230, o e e e
230, e e e
2398. Summary of remaining write-ins for Line 23 from overflow page .................oooo o e
2399. TOTALS (Lines 2301 through 2303 plus 2398) (Line 23above) ... v Lo e L
20T, XXX ... XXX oo
200, XXX .| XXX oo
20003, XXX .| XXX o
2598. Summary of remaining write-ins for Line 25 from overflow page ..........................oo | XXX ... XXX oo
2599. TOTALS (Lines 2501 through 2503 plus 2598) (Line 25above) ....................................|..... XXX ... XXX oo
300 T, XXX .| XXX oo
3002, XXX .| XXX o
3003, XXX .| XXX oo
3098. Summary of remaining write-ins for Line 30 from overflow page ....................... | XXX ... XXX oo
3099. TOTALS (Lines 3001 through 3003 plus 3098) (Line 30 above) ....................................|..... XXX ... XXX oo
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sTaTemenT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

STATEMENT OF REVENUE AND EXPENSES

Current Year To Date

Prior Year
To Date

Prior Year
Ended
December 31

1
Uncovered

2
Total

3
Total

4
Total

AAAAAAAAAAAA 391,440
....... 160,641,604

AAAAAAAAAAAA 367,592
....... 119,314,900

AAAAAAAAAAAA 751,756
....... 272,273,797

98,081,697
.......... 6,045,001

14,261,105
15,441,719
............ 384,116

78,816,048
.......... 4,007,094

10,622,911
12,451,418
............ 486,356
AAAAAAAAAAAA 101,718

AAAAAAA 169,214,941
.......... 9,625,294
24,226,359
26,931,024
............ 890,262

AAAAAAAAAAAA 427,322

....... 106,485,545

(32,772)

AAAAAAAAAAAA 194,198

....... 133,829,632
............ 285,735
24,853,850

....... 106,518,317
............ 222,011
12,018,504

....... 230,699,363
............ 437,720
36,151,072

....... 158,969,217

....... 118,758,832

....... 267,288,155

AAAAAAAAAA 1,672,387
37,217

AAAAAAAAAAAA 556,068
26,997

AAAAAAAAAA 4,985,642
43,178

1. Member MONthS ... ...
2. Net premium income (including $............... 0 non-health premium income) ..........................
3. Change in unearned premium reserves and reserves for rate credits ...............................
4. Fee-for-service (net of $............... 0 medical €XPEeNSES) .. .. ..ot
5. RISKTEVENUE ... o
6. Aggregate write-ins for other health care related revenues .............................
7. Aggregate write-ins for other non-health revenues ........................
Total revenues (LINES 210 7) ...
Hospital and Medical:
9. Hospital/medical benefits ...
10. Other professional SEIVICES ........... ..ot
1. Outside referrals ... ...
12. Emergency room and out-0f-area ................oooiiiiiiiii
13. PresCription drugs ...
14. Aggregate write-ins for other hospital and medical ...........................o
15. Incentive pool, withhold adjustments and bonus amounts ...........................
16. Subtotal (LinesS 910 15) ... o
Less:
17. Net reiNSUranCe rECOVEIIES ... ... ..ttt
18. Total hospital and medical (Lines 16 MiNUS 17) ...
19. Non-health claims (net) ...
20. Claims adjustment expenses, including §............... 0 cost containment expenses ...................
21. General administrative XPENSES ....... ..ot
22. Increase in reserves for life and accident and health contracts (including $............... 0 increase
inreserves forlife only) ... ...
23. Total underwriting deductions (Lines 18 through 22) ......................coo
24. Net underwriting gain or (loss) (Lines 8 MiNUS 23) ...
25. Netinvestmentincome earned ...
26. Net realized capital gains (losses) less capital gains tax of $...........0 .............................
27. Net investment gains or (losses) (Lines 25 plus 26) ................ccooiiiiiiiii
28. Net gain or (loss) from agents' or premium balances charged off [(@amount recovered
F 0) (amount charged off §............... 0)] e
29. Aggregate write-ins for other income or eXpenses ................ccoooiiiiiiiiiii
30. Net income or (loss) after capital gains tax and before all other federal income taxes (Lines 24
Plus 27 Plus 28 PIUS 29) ... .. oo
31. Federal and foreign income taxes incurred ...
32. Net income (0ss) (Lines 30 MINUS 31) ..o
DETAILS OF WRITE-INS
080T,
0802,
0803,
0698.  Summary of remaining write-ins for Line 6 from overflow page ......................coco
0699. TOTALS (Lines 0601 through 0603 plus 0698) (Line 6 above) ....................c..coooiiiiii..
070,
0702,
0708,
0798.  Summary of remaining write-ins for Line 7 from overflowpage .........................
0799. TOTALS (Lines 0701 through 0703 plus 0798) (Line 7 above) .........cccooviiiiiiiiiiiiiieii.,
1401.  Child Adolescent QUIrEaCh ..............ooiiiii i
1402, Clinical INCENLIVE ... ... e
TA03,
1498.  Summary of remaining write-ins for Line 14 from overflow page .........................
1499.  TOTALS (Lines 1401 through 1403 plus 1498) (Line 14 above) ........................oooiii..
200,
2002,
2003,
2998.  Summary of remaining write-ins for Line 29 from overflow page ........................oo
2999. TOTALS (Lines 2901 through 2903 plus 2998) (Line 29 above) ...,
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sTaTemenT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

STATEMENT OF REVENUE AND EXPENSES (Continued)

1 2 3
Prior Year
Current Year Prior Year Ended
To Date To Date December 31
CAPITAL & SURPLUS ACCOUNT

33. Capital and surplus prior reporting year ... 29,924,726 ......... 23,235,523 ]......... 23,235,523
34. Netincome or (loss) from Line 32 ... 1,709,604 |............. 583,065|.......... 5,028,820
35. Change in valuation basis of aggregate policy and claim reServes ....................cooooo oo |
36. Change in net unrealized capital gains (losses) less capital gains tax of $..........0 ... |[............ 700,0431........... (255,631)(.......... 2,138,461
371. Change in net unrealized foreign exchange capital gain or (I0SS) ... | |
38. Change in net deferred income tax ... e e
39. Change in nonadmitted @ssets ... (117,647)|........... (216,451)|........... (478,078)
40. Change in unauthorized and certified reinsurance ... e
41, Change intreasury StOCK ... e e
42, Change in SUMPIUS NOES ... e e
43, Cumulative effect of changes in accounting prinCiples ... | |
44. Capital Changes:

441 Paidin ... |

44.2  Transferred from surplus (Stock Dividend) ....................oooo e e

443  Transferredtosurplus .....................coccc e
45, Surplus adjustments:

451 PaIdin . | L

452  Transferred to capital (Stock Dividend) ...

453  Transferred from capital ... e
46. Dividends to stockholders ... L e
47, Aggregate write-ins for gains or (losses) insurplus ......................oooooo
48, Net change in capital and surplus (Lines 34 t0 47) ..................ccooo 2,292,000|............. 110,983].......... 6,689,203
49, Capital and surplus end of reporting period (Line 33 plus48) ... 32,216,726|......... 23,346,506 |......... 29,924,726
DETAILS OF WRITE-INS
AT,
AT02.
47003,
4798. Summary of remaining write-ins for Line 47 from overflow page ... e
4799. TOTALS (Lines 4701 through 4703 plus 4798) (Line 47 above) ............................ooo |
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sTaTemenT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

CASH FLOW

—_

© © N o o B~ w0 N

Cash from Operations
Premiums collected net of reinsurance

Net INVeStMENt INCOME ... ..
Miscellaneous income
TOTAL (Lines 1to 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 policyholders .................... i
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:
12.1
12.2
12.3
124
12.5
12.6
12.7
12.8
Cost of investments acquired (long-term only):
13.1
13.2
13.3
13.4
135
13.6
13.7

Net increase (or decrease) in contract loans and premium notes

Bonds

Mortgage loans

Real estate

Other invested assets

Net gains or (losses) on cash, cash equivalents and short-term investments ...............

Miscellaneous proceeds
TOTAL investment proceeds (Lines 12.1 to 12.7)

Bonds
Stocks

Mortgage loans

Real estate

Other invested assets

Miscellaneous applications
TOTAL investments acquired (Lines 13.1 to 13.6)

Net cash from investments (Line 12.8 minus Line 13.7 and Line 14)
Cash from Financing and Miscellaneous Sources
Cash provided (applied):
16.1
16.2
16.3
16.4
16.5
16.6
Net cash from financing and miscellaneous sources (Line 16.1 through 16.4 minus Line 16.5
plus Line 16.6)

Surplus notes, capital notes

Capital and paid in surplus, less treasury stock

Borrowed funds

Net deposits on deposit-type contracts and other insurance liabilities

Dividends to stockholders

Other cash provided (applied)

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and
Cash, cash equivalents and short-term investments:

19.1
19.2

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

1
Current
Year
To Date

2
Prior
Year

To Date

3
Prior
Year Ended
December 31

(365,217)

(943,930)

(388,293)

160,812,436
131,572,163

118,315,412
100,566,992

271,186,103
222,828,526

157,242,323

112,678,178

258,004,020

3,670,113

5,637,234

13,182,083

3,276,158

39,127,415
42,403,573

5,385,234

26,102,873
31,488,107

13,024,542

26,102,873
39,127,415

Note:

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

20.0001
20.0002
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sTaTemeNT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

LD

EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION

1 Comprehensive (Hospital & Medical) 4 5 6 7 8 9 10
2 3 Federal
Medicare Vision Dental Employees Health Title XVIII Title XIX
Total Individual Group Supplement Only Only Benefit Plan Medicare Medicaid Other

Total Members at end of:
1. Prior Year ..........ccoooiiiiii 62,675 . ..o 2 e e e 28| ... 62,425 | ...
2. FirstQuarter ... 85,119 | oo [ [ e L 272 ... 64,847 ...
3. SecondQuarter ... 65,571 | . oo e 255 .......... 65,316 ..................
4, ThirdQuarter ... e L e e L L e L e
5. CurrentYear ..o Lo Lo o L L L L e [ [
6. Current Year Member Months ... 391440 | e L e L e [ 1,584 (......... 389,856 | ...
Total Member Ambulatory Encounters for Period:
7. Physician ... 225678 [ ..o [ L e e e 2,265(......... 223413 ..
8. Non-Physician ...............c.ccooii 93,101 | ..o | e e e L 923|.......... 92178 ..o
9. Total oo 38779 i i L L L L [ 3188]......... 315591 .
10. Hospital Patient Days Incurred ......................... | 30,190 (..o 491].......... 29,699 (..................
11. Number of Inpatient Admissions .......................[.................. 5684 (... 64|............ 5620(..................
12. Health Premiums Written (@) .................oooooo [, 161,109,291 [ ..o [ L e e 2,162,099 158,947,192 |..................
13. Life Premiums Direct .............coooiiiiii e [ e e e e e e e
14. Property/Casualty Premiums Written .................. | [ e e e e e e
15. Health Premiums Earned ......................o [ 161,109,291 | ..o [ e e L e 2,162,099 158,947,192 ...........l
16. Property/Casualty Premiums Earned .................. | [ e e e e e e
17. Amount Paid for Provision of Health Care Services ...|........... 131,146,988 |.................. B41 . e L e e 2,126,733 .... 129,020,201 | ..................
18. Amount Incurred for Provision of Health Care

SEIVICES e [ 134,256,954 ..o i L L L L [ 2,153,549|.... 132,103,405 | ..................

(a) For health premiums written: amount of Medicare Title XVIIl exempt from state taxes or fees §.............. 0.




sTaTemeNT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

CLAIMS UNPAID AND INCENTIVE POOL, WITHHOLD AND BONUS (Reported and Unreported)
Aging Analysis of Unpaid Claims

80

1 2 3 4 5 6 7
Account 1-30 Days 31-60 Days 61-90 Days 91 - 120 days Over 120 Days Total

Claims unpaid (Reported)

EBNVISION RX ... 2,603,036 | ... e e 2,603,036
0199999 Individually Listed Claims Unpaid ..................................|............ 2,603,036 | . ... e 2,603,036
0299999 Aggregate Accounts Not Individually Listed - Uncovered ......|.......................o |
0399999 Aggregate Accounts Not Individually Listed - Covered .........|........... 1MA10,534 . 11,110,534
0499999 Subtotals ... 13,713,570 | ... 13,713,570
0599999 Unreported claims and Other Claim FESEIVES ... i 16,356,187
0699999 Total AMOUNts WithNeld ...
0799999 Total ClaIMS UNPAIT ... 30,069,757
0899999 Accrued Medical Incentive Pool ANd BONUS AMOUNLS ... .ot 761,188




sTaTemeNT As oF June 30, 2015 or v TOTAL HEALTH CARE, INC.

60

UNDERWRITING AND INVESTMENT EXHIBIT

ANALYSIS OF CLAIMS UNPAID-PRIOR YEAR-NET OF REINSURANCE

Claims Incurred
in Prior Years
(Columns 1+3)

Estimated Claim
Reserve and
Claim
Liability
Dec 31 of
Prior Year

Line
of
Business
1. Comprehensive (hospital & medical) ....................
2. Medicare Supplement ............................
3. Dentalonly ...
4, Visiononly ...
5. Federal Employees Health Benefits Plan ................
6. Title XVIII - Medicare .............................
7. Title XIX - Medicaid .................ccooooiiiiiiiin
8. Otherhealth ...
9. Health subtotal (Lines 1t08) .........................
10. Healthcare receivables (@) ................cccoooviiiiiinnn
1. Othernon-health ...
12. Medical incentive pools and bonus amounts ............
13. Totals (Lines9-10+11+12) ...

............... 512,178
........... 25,808,195

AAAAAAAAAAAAAAA 293,759

AAAAAAAAAAAAAAA 293,759

Liability
Claims End of
Paid Year to Date Current Quarter
1 2 3 4
On On On On
Claims Incurred Claims Incurred Claims Unpaid Claims Incurred
Prior to January 1 During the Dec 31 of During the
of Current Year Year Prior Year Year
AAAAAAAAAAAAAAAAAA 4906|..............(31,497) | ................ 33,569
............... 491,095|............ 1,670,801|................ 21,083 |................ 57,611
........... 247779,519|......... 104,656,279 |............ 1,028,676 |........... 28,928,818
AAAAAAAAAAA 25275,520(......... 106,295,583 |............ 1,083,328 ]........... 28,986,429
AAAAAAAAAAAAAAAA 56,680(............. (480,793)|............... 237,079| ............... 524,109
AAAAAAAAAAA 25,332,200 ......... 105,814,790]............ 1,320,407]........... 29,510,538

AAAAAAAAAAA 26,652,607

AAAAAAAAAAA 28,148,303

(a) Excludes §............... 0 loans or advances to providers not yet expensed.




sTATEMENT As oF June 30, 2015 or T TOTAL HEALTH CARE, INC.
Notes to Financial Statement

1. Nature of Business and Summary of Significant Accounting Policies

Total Health Care, Inc. (the "Company"), a not-for-profit corporation, operates as a state-licensed health
maintenance organization (HMO). The Company provides medical services to persons primarily in
southeastern Michigan who subscribe as recipients of federal and state health benefits or as individuals.

Total Health Care, Inc., and its wholly owned subsidiary, Total Health Care USA, Inc., have common
officers on their respective governing boards.

a. Accounting Practices

The accompanying financial statements of Total Health Care, Inc. (the “Company” or “THC”) have
been prepared in conformity with statutory accounting practices prescribed or permitted by Section
1007 of the Michigan statutes of the state of Michigan for determining and reporting the financial
conditions and results of operations of an insurance company for determining its solvency under
Michigan Insurance law. The National Association of Insurance Commissioners (“NAIC”) Accounting
Practices and Procedures Manual, (“NAIC SAP”) has been adopted as a component of prescribed or
permitted practices by the state of Michigan.

Statutory accounting principles differ from generally accepted accounting principles (GAAP) in their
definition of assets and liabilities. Specifically, certain assets (such as intangible assets and receivables
greater than 90 days) are excluded from the statutory-basis balance sheet. GAAP net assets exceed
statutory net assets by approximately $1,154,000 and $1,036,000 at June 30, 2015 and December 31,
2014, respectively. There are no significant differences between statutory accounting principles
prescribed by NAIC and the State of Michigan accounting requirements that are applicable to the
Company.

A reconciliation of the Company’s net income and capital and surplus between NAIC SAP and
practices prescribed and permitted by the state of Michigan is shown below:

2015 2014
) Net Income Michigan state basis 1,709,604 5,028,820
(2)  State Prescribed Practices (Income): - -
3) State Permitted Practices (Income): - -
(4)  Net Income, NAIC SAP 1,709,604 5,028,820
®) Statutory Surplus Michigan basis 32,216,726 29,924,726
(6) State Prescribed Practices (Surplus): - -
(7) State Permitted Practices (Surplus): - -
(8)  Statutory Surplus, NAIC SAP 32,216,726 29,924,726

b. Use of Estimates in the Preparation of the Financial Statements.

The preparation of financial statements in conformity with Statutory Accounting Principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities.
It also requires disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the period. Actual results could differ from those
estimates.

Certain significant estimates exist relating to unpaid claims. It is at least reasonably possible that these
estimates will be materially revised in the near term.

¢. Accounting Policy

Cash and Short-term Investments - The Company considers all highly liquid investments purchased
with an original maturity of three months or less when purchased to be cash equivalents. Certificates of
deposit in banks or other similar financial institutions with maturity dates of one year or less from the
acquisition date are considered cash under statutory accounting principles. Short-term investments are
stated at amortized cost.

In addition, the Company uses the following accounting policies:
(1) Short-term investments and long-term certificates of deposit are recorded at amortized cost, which

approximates fair market value. Long-term certificates of deposit are classified as bonds on the balance
sheet per statutory guidance. Investment income or loss (including realized gains and losses on
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investments, interest, and dividends) is included in net investment income on the statement of
operations. Changes in unrealized gains and losses on investments are included as a direct adjustment to
capital and surplus.

(2) Bonds not backed by other loans are stated at amortized cost using the interest method.
(3) The Company had no common stocks except items noted in (7) below.

(4) The Company had no preferred stocks.

(5) The Company had no mortgage loans.

(6) The Company had no loan-backed securities.

(7) The Company had investments in health care subsidiaries which are reported at the statutory net
worth value of the subsidiary under the equity method and are reported as common stocks on the
balance sheet.

(8) The Company had no joint ventures of limited partnerships.
(9) The Company had no derivatives.

(10) The Company does not utilize anticipated investment income as a factor in the premium deficiency
calculation.

(11) Unpaid losses and loss adjustment expenses include an amount determined from individual case
estimates and loss reports and an amount, based on past experience, for losses incurred but not reported.
Such liabilities are necessarily based on assumptions and estimates and while management believes the
amount is adequate, the ultimate liability may be in excess of or less than the amount provided. The
methods for making such estimates and for establishing the resulting liability are continually reviewed and
any adjustments are reflected in the period determined.

(12) The Company has not modified its capitalization policy from the prior period.
(13) The Company’s pharmaceutical rebate receivables are estimated based prior period actual receipts.

Revenue Recognition and Accounts Receivable — Capitation revenue and subscriber premiums are
recognized in the period that members are entitled to related health care services. A portion of the
health care receivable is due from third-party payors for subscribers located within southeastern
Michigan. No allowance for doubtful accounts is recorded at June 30, 2015 and December 31, 2014,
respectively. Receivables greater than 90 days old are treated as non-admitted for statutory accounting
purposes. Approximately $830,000 and $942,000 of receivables greater than 90 days old were non-
admitted at June 30, 2015 and December 31, 2014, respectively.

Recognition of Medical and Hospital Expenses - Medical and hospital expenses and the related
liabilities are recorded when eligible medical and hospital services are authorized or performed. Claims
unpaid represent management's estimate of the ultimate cost to settle all claims incurred prior to year-
end. Capitation retained for the settlement of risk-sharing is included in the accrued medical incentive
pool liability at June 30, 2015 and December 31, 2014, respectively.

Physician Group Contracts - The Company contracts with physician groups for the provision of
medical care and compensates the groups on a capitation basis. These contracts have a specialty claims
incentive and pay-for-performance incentive. If the providers meet the incentives, they share in the
savings and a payable is recorded. If the providers do not meet the incentives, they share in the excess
costs and a health care receivable is recorded if deemed collectible by management. During 2015 and
2014, health care receivables and payables have been recorded from/to providers.

Hospital Group Contracts - The Company contracts with several hospitals and other groups. These
contracts are paid under capitated fees or various other charge arrangements.

Malpractice Claims - The Company has a claims-made policy for malpractice insurance. The

Company's policy is to accrue for estimated costs of claims and incidents during the term of the
claims-made policy.
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Employee Staffing and Purchased Services Agreement - The Company has an employee staffing and
purchased services agreement with a limited liability company, which is responsible for payment of
most of the management, operational, and administrative expenses. Ultimate operational control rests
with the board of directors of Total Health Care, Inc.

Income Taxes - Total Health Care, Inc. has received federal income tax exemption under Internal
Revenue Code Section 501(c)(4). The Company is also exempt from state and local income taxes.

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
None
S. Investments
a. Mortgage Loans, including Mezzanine Real Estate Loans — None
b. Debt Restructuring — None
c. Reverse Mortgages — None
d. Loan-Backed Securities — None
e. Repurchase Agreements and/or Securities Lending Transactions — None
f. Real Estate — None
g. Low-income housing tax credits (LIHTC) — None

h. (1) Restricted Assets (Including Pledged)

1 2 3 4 > 6
Restricted Asset Total Gross Total Gross Increase/(Decrease) Total Current Percentage Gross P:aﬁ?:;%e
Category Restricted from Restricted from (1 minus 2) Year Admitted Restricted to Restricted to
Current Year Prior Year Assets Total Assets

Total Assets

a. Subject to
contractual
obligation for which | § $ $ $ % %
liability is not
shown

b. Collateral held
under security
lending agreements

c. Subject to
repurchase
agreements

e. Subject to reverse
repurchase
agreements

e. Subject to dollar
repurchase
agreements

f. Subject to dollar
reverse repurchase
agreements
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g. Placed under
option contracts

h. Letter stock or
securities restricted
as to sale

i. On deposit with

1,003,985 1,010,717 (6,732) 1,003,985 1.52% 1.55%
states

j- On deposit with
other regulatory
bodies

k. Pledged as
collateral not
captured in other
categories

1. Other restricted
assets

m. Total Restricted

$ 1,003,985 $ 1,010,717 $ (6,732) $ 1,003,985 1.52% 1.55%
Assets

(2) Detail of Assets Pledged as Collateral Not Captured in Other Categories — None
(3) Detail of Other Restricted Assets — None
i. Working Capital Finance Investments - None
j. Offsetting and Netting of Assets and Liabilities - None
k. Structured Notes — None
6. Joint Ventures, Partnerships and Limited Liability Companies

A. The Company does not have any Joint Ventures, Partnerships and Limited Liability Companies that
exceed 10% of the admitted assets.

B. The Company does not have any impaired investment in Joint Ventures, Partnerships or Limited Liability
Companies.

7. Investment Income

a. All investment income due and accrued with amounts that are over 90 days past due with the exception of
mortgage loans in default are excluded from surplus.

b. The Company had no investment income due and accrued excluded from surplus.

8. Derivative Instruments
None

9. Income Taxes
None

10. Information Concerning Parent, Subsidiaries and Affiliates
ab,&c
The Company owns 100 percent of a subsidiary: Total Health Care USA, Inc., whose carrying value is
equal to or exceeds 10% of the total admitted assets of the company. The Company carries Total Health
Care USA, Inc. at the statuto