
STATE OF CONNECTICUT 
INSURANCE DEPARTMENT 

ORDER ADOPTING REPORT OF EXAMINATION 

I, Andrew N. Mais, Insurance Commissioner of the State of Connecticut, having fully 

considered and reviewed the Examination Report (the "Report") of WellCare of Connecticut (the 

"Company") as of December 31, 2017, do hereby adopt the findings and recommendations 

contained therein based on the following findings and conclusions, 

TO WIT: 

1. I, Andrew N. Mais, as the Insurance Commissioner of the State of Connecticut, and 
as such is charged with the duty of administering and enforcing the provisions of Title 
38a of the Connecticut General Statutes ("CGS"). 

2. The Company is a domestic insurer authorized to transact the business of insurance in 
the State of Connecticut. 

3. On April 10, 2019 the verified Examination Report of the Company was filed with 
the Connecticut Insurance Department ("Insurance Department"). 

4. In accordance with Section 38a-14(e)(3) of the CGS, the Company was afforded a 
period of thirty (30) days within which to submit to the Insurance Department a 
written submission or rebuttal with respect to any matters contained in the Report. 

5. On April 22, 2019, the Company filed a written submission indicating that they were 
in agreement with all of the recommendations contained in the Report. A copy of the 
Report is attached hereto and incorporated herein as Exhibit A. 
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NOW, THEREFORE, it is ordered as follows : 

1. That the Report of the Company hereby is adopted as filed with the Insurance 
Department. 

2. That the Company shall comply with all of the recommendations set forth in the 
Report, and that failure by the Company to so comply shall result in sanctions or 
administrative action as provided by Title 38a of the CGS. 

3. Section 38a-14(e)(4)(A) of the CGS requires that: 

"The secretary of the board of directors or similar governing body of the entity shall 
provide a copy of the report or summary to each director and shall certify to the 
commissioner, in writing, that a copy of the report or summary has been provided to 
each director. " 

Please address the certification to the commissioner but send[ing] to the 
care/attention of William Arfanis, Supervising Examiner, of the Financial 
Regulation Division. 

4. Section 38a-14(e)(4)(B) of the CGS requires that: 

"Not later than one hundred twenty days after receiving the report or summary, the 
chief executive officer or the chief financial officer of the entity examined shall 
present the report or summary to the entity's board of directors or similar governing 
body at a regular or special meeting." 

This will be verified by the Insurance Department either through analysis or 
examination follow-up. 

Insurance Commissioner 



Exhibit A 

EXAMINATION REPORT 

OF 

WELLCARE OF CONNECTICUT, INC. 
(NAIC #95310) 
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The Honorable Andrew N. Mais 
Insurance Commissioner 
State of Connecticut Insurance Department 
153 Market Street, 6th Floor 
Hartford, Connecticut 06103 

Dear Commissioner: 

April 10, 2019 

In compliance with your instructions and pursuant to the requirements of Section 38a-14 of the 
Connecticut General Statutes (CGS), the undersigned has made an examination of the financial 
condition and affairs of: 

WELLCARE OF CONNECTICUT, INC. 

(hereinafter referred to as the Company or WCCT), a corporation with capital stock, incorporated 
under the laws of the State of Connecticut and having its home office located at 2319 Whitney 
A venue, 6th Floor, Hamden, Connecticut and main administrative office located at 8735 Henderson 
Road, Tampa, Florida. The report on such examination is submitted herewith. 

SCOPE OF EXAMINATION 

The previous examination of the Company was conducted by the Financial Regulation Division of 
the Connecticut Insurance Department (Department) as of December 31, 2012. The current 
examination covers the period from January 1, 2013 to December 31, 2017. 

The examination of the Company was part of the ultimate parent, WellCare Health Plans, Inc. 
(WHP) Coordinated Holding Group Examination Plan (Plan) implemented with the 2017 
examination cycle which included twelve regulated entities domiciled in eleven states. The Florida 
Office of Insurance Regulation (FLOIR) assumed the responsibility of the lead state for the Plan. 



WELLCARE OF CONNECTICUT, INC. 

The following are the entities and states participating in this coordinated financial exam: 

Com12any State NAIC# 

WellCare of Florida, Inc. FL 95081 

WellCare Prescription, Inc. FL 10155 

WellCare Health Insurance of Arizona AZ 83445 

WellCare of Connecticut, Inc. CT 95310 

WellCare of Georgia, Inc. GA 10760 

Harmony Health Plan, Inc. IL 11229 

Missouri Care, Inc. MO 12913 

WellCare of Nebraska, Inc. NE 15951 

WellCare Health Plans of New Jersey, Inc. NJ 13020 

American Progressive L&H Insurance Co. NY 80624 

WellCare of Ohio, Inc . OH 12749 

WellCare of Oklahoma, Inc. OK 16117 

As part of the examination planning procedures, the Department reviewed the following materials 
submitted by the Company from 2013 through 2017: 

• audit reports completed by the certified public accounting firm, Deloitte & Touche, LLP 
(D&T); 

• Board of Director (Board) and Committee minutes (through the latest 2018 minutes 
available); 

• Management's Discussion and Analysis; 
• Statements of Actuarial Opinion; 
• reports of the Company's internal audit department; 
• documentation supporting Section 404 of the Sarbanes Oxley Act (SOX); 
• 8-K and 10-K reports filed with the Securities and Exchange Commission (SEC); and 
• Annual statements filed with the Department. 

A review of the 2017 independent audit report and a comprehensive review of the Company's 
financial statements and other filings submitted to the Financial Analysis Unit of the Department, 
indicated no material concerns with respect to financial condition or regulatory compliance 
issues. 

Workpapers prepared by the Company's independent public accountants, D&T, in connection 
with its annual statutory audit were reviewed and relied upon to the extent deemed appropriate. 
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WELLCARE OF CONNECTICUT, INC. 

The examination was conducted on a full scope, comprehensive basis in accordance with the 
procedures outlined in the National Association of Insurance Commissioners (NAIC) Financial 
Condition Examiners Handbook (Handbook). The Handbook requires that we plan and perform 
the examination to evaluate the financial condition and identify prospective risks of the 
Company by obtaining information about the Company, including corporate governance, 
identifying inherent risks within the Company, and evaluating system controls and procedures 
used to mitigate those risks. An examination also includes assessing the principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation, management compliance with the NAIC Accounting Practices & Procedures 
Manual and the NAIC Health Annual Statement Instructions (Instructions). 

The examination considered prospective risks, those risks that existed at the balance sheet date 
that will impact future operations or risks associated with future business plans of the Company. 
Examination procedures were performed as deemed appropriate to evidence actions that the 
Company had taken to mitigate these risks. These risks were communicated to individuals in the 
Department responsible for ongoing monitoring. 

Comments in this report are generally limited to exceptions noted or to items considered to be of 
a material nature. 

Failure of items in this report to add to totals, or for totals to agree with captioned amounts is due 
to rounding. 

HISTORY 

The Company was incorporated as WellCare of Connecticut, Inc. on April 8, 1994, to develop 
and operate as a health maintenance organization (HMO) in the State of Connecticut. The 
Company was formed as a health care center pursuant to Section 38a-l 78 of the CGS and was 
licensed and commenced business on March 1, 1995. 

On September 28, 2000, the Company changed its name to FirstChoice HealthPlans of 
Connecticut, Inc. The Company is a wholly owned subsidiary of WellCare of New York, Inc. , 
which is a wholly owned subsidiary of The WellCare Management Group, Inc. , (WCMG). On 
July 31 , 2002, WCMG was purchased by WHP, formerly known as WellCare Group, Inc. WHP 
was formed in May 2002, for the purpose of acquiring various HM Os and health related entities. 

Effective March 23 , 2005, the Company's Certificate of Incorporation was amended to reflect 
the change in the name of the Company to its present name. 
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WELLCARE OF CONNECTICUT, INC. 

ORGANIZATIONAL CHART 

The following is an abbreviated version of the Company ' s organizational chart as of December 
31 , 2017: 

WellCare Health Plans, Inc. 
(Delaware) 

I 
The WellCare Management Group, Inc. 

(New York) 

I 
I 

WellCare of New York, Inc. WellCare of Florida, Inc. Comprehensive Health Management, 

(New York) (Florida) Inc. 

I 
(Florida) 

WellCare of Connecticut, WellCare Prescription Comprehensive Reinsurance, Ltd . 
Inc. Insurance, Inc. (Cayman Islands) 

(Connecticut) (Florida) 

WellCare Health Insurance WellCare Pharmacy Benefits 
of Arizona, Inc. Management, Inc. 

(Arizona) (Delaware) 

I 
Exactus Pharmacy Solutions, Inc. 

(Delaware) 

MANAGEMENT AND CONTROL 

According to the bylaws, the annual meeting of the shareholders of the Company for the election 
of directors and for the transaction of such other business as may properly come before such 
meeting shall be held on a date during a month in each year as may be fixed by the President. At 
all meetings of shareholders a quorum shall be had when there shall be present the holders of a 
majority of the voting power of the shares entitled to vote at such meeting. 

The business, property and affairs of the Company shall be under the direction and government 
of a Board composed of not less than three (3) nor more than ten ( I 0) directors, provided 
however, whenever all of the issued and outstanding shares of stock are owned beneficially and 
of record by less than three (3) shareholders, the Board may consist of less than three (3) 
directors, but not less than the number of shareholders. 

A regular meeting of the Board shall be held immediately following the annual shareholders' 
meeting. Special meetings of the Board shall be held at the call of the President. 
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WELLCARE OF CONNECTICUT, INC. 

A majority of the entire Board shall constitute a quorum for the transaction of business. The vote 
of the majority of the directors present at a meeting at which a quorum is present shall be the act 
of the Board. 

The members of the Board serving the Company at December 31, 2017, were as follows: 

Name 
David T. Reynolds 
Michael T. Meyer 

Andrew L. Asher 

Committees 

Title 
President, National Health Plans 
Vice President and Corporate Controller, Secretary, and Assistant 

Treasurer, WHP 
Executive Vice President and Chief Financial Officer, WHP 

The Board, by resolution adopted by the affirmative vote of directors holding a majority of 
directorships, at a meeting at which a quorum is present, may designate two (2) or more directors 
to constitute a committee to exercise those functions of the Board as shall be provided in the 
resolution . 

The Company's Audit Committee as of December 31, 2017, consisted of the following 
members: 

Name 
Andrew L. Asher 
Michael T. Meyer 

Officers 

Title 
Executive Vice President and Chief Financial Officer, WHP 
Vice President and Corporate Controller, Secretary, and 

Assistant Treasurer, WHP 

According to the bylaws, the officers of the Company shall consist of a President, Secretary, 
Treasurer and such other officers as may from time to time be elected or appointed by the Board 
such other officers to have such powers and perform such duties as may be determined by the 
Board. The same person may hold the office of President and Treasurer or of Secretary and 
Treasurer. The officers shall be elected by the Board by majority vote at the first meeting 
following the annual shareholders' meeting and shall hold office for one year or until their 
successors are elected. In the case of death, resignation or removal from office of any officer, 
the Board may elect a successor to hold office until the next annual meeting or until his 
successor shall be elected. 

Officers serving the Company at December 31, 2017, were as follows: 

Name 
David T. Reynolds 
Richard C. Fisher 
Michael T. Meyer 

Tammy L. Meyer 
Goran Jankovic 
Michael W. Haber 

Title 
President 
Vice President and Chief Financial Officer 
Vice President, Corporate Controller, Secretary and Assistant 

Treasurer 
Vice President and Assistant Secretary 
Vice President and Treasurer 
Vice President and Assistant Secretary 
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WELLCARE OF CONNECTICUT, INC. 

RELATED PARTY TRANSACTIONS 

Amended and Restated Management Services Agreement (Agreement) 
Effective January 1, 2016, the Company amended and restated in its entirety, the Agreement that 
was originated on of May 28, 2009, and then amended on July I, 2012, with Comprehensive 
Health Management, Inc. (CHM!), an affiliated third party services provider. Under the terms of 
the Agreement, CHMI provides certain management, administrative services and claims 
processing services, utilization review, payroll services, and the majority of the administrative 
functions of the Company, excluding certain sales and marketing functions, and other 
professional consulting expenses. Additionally, CHMI is responsible for maintaining the claims 
related data processing equipment and software. The Company will also reimburse CHMI for 
expenses which are directly allocable to the Company. Additionally, the Agreement includes a 
true-up mechanism where the management fee charged is compared to the actual cost of services 
provided and any difference is settled between CHM! and the Company. The true-up will occur 
on an annual basis for the prior year's activity. 

Income Tax Allocation Agreement 
Pursuant to an Income Tax Allocation Agreement effective August 1, 2002, and last amended 
January I, 2017, the Company files a consolidated federal tax return with WHP and certain 
members of the affiliated group. The method of tax allocation is subject to a written agreement 
approved by the Board and based upon separate tax return calculations with current credit for net 
losses to the extent the losses provide a benefit in the consolidated return. 

INSURANCE COVERAGE 

The Company is a named insured with all of its affiliates on a crime / fidelity policy issued to 
WHP. The policy, issued by Great American Insurance Company, protects the Company on a 
single limit of liability up to $10 million and $10 million in the aggregate per policy period with 
a $100,000 deductible. The limit of liability provided by this policy is greater than the 
prescribed minimum set forth by the Handbook schedule of suggested minimum amounts of 
fidelity insurance. 

The Company is a named insured on a series of additional master policies with its parent, 
subsid iaries and affiliates. 

TERRITORY AND PLAN OF OPERATION 

As of Decem ber 31 , 2017, the Company was licensed only in the states of Connecticut and North 
Carolina. It is approved to operate in all eight (8) counties of Connecticut as an independent 
physician association (IPA) model HMO. Under this type of arrangement, agreements are 
entered into with IPAs, physician health organizations and individual physicians for the 
provision of all medical care to the Company's enrollees for a specified fee for the services 
rendered. 

The Company currently writes Title XVIII Medicare government sponsored insurance programs. 
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WELLCARE OF CONNECTICUT, INC. 

The Medicare Advantage Plus (MA) programs are marketed by approximately 130 
brokers/agents and 25 sales personnel employed by the Company and 130 independent agents in 
the State of Connecticut. The MA programs marketed by the Company provide coverage as set 
by the original Medicare program, but may not cover every benefit in the same way. 

MEDICAL LOSS RA TIO 

Within the "aggregate health policy reserves" liability, the Company reported $0, for its statutory 
medical loss ratio rebate liability as of December 31, 2017. The Affordable Care Act requires 
insurers to spend a minimum percentage of premium dollars on medical services and activities 
designed to improve health care quality. The Department reviewed and tested the Company's 
processes and controls designed to mitigate specific risks associated with accuracy, payment and 
reporting of rebates. No significant solvency concerns were identified. 

ACCOUNTS AND RECORDS 

For accounting and financial reporting, the Company uses the Oracle Financials E Business Suite 
general ledger accounting system within a local area network. This is a data warehouse for 
reporting, comprised of five Oracle Databases, populated usi ng data from a number of sources 
including Xcelys for operational, regulatory, and financial reporting purposes. The Company 
utilizes eFreedom for statutory reporting to the NAIC and state insurance departments. 

FLOIR contracted Lewis & Ellis, Inc. to perform a IT general controls review. Based on the 
review of applicable testing performed by internal Audit and D&T, review of relevant SOC 
Reports, and independent testing, the IT general controls were determined to be effective. 

FINANCIAL STATEMENTS 

The following statements represent the Company's financial position, as filed by the Company as 
of December 31, 2017. No adjustments were made to surplus as a result of the examination. 

ASSETS 

Nonadmitted Net Admitted 
Assets Assets Assets 

Bonds $ 1,047,001 $ 1,047,001 
Cash 27,597,781 27,597,781 
Investment income due and accrued 30,700 30,700 
Premiums and considerations: 

Uncollected premiums and agents' balances in course 3, 164,467 3,164,467 
of collection 
Accrued retrospective premiums 1,009,863 1,009,863 

Amounts receivable relating to uninsured plans 66,689 66,689 
Net deferred tax asset 78,453 $78,453 0 
Health care and other amounts receivable 2,749,132 13,493 2,735,639 
Aggregate write-ins for other than invested assets 83,722 83,722 0 

Total $35,827,808 $175,668 $35,652, 14Q 
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WELLCARE OF CONNECTICUT, INC. 

LIABILITIES, CAPITAL AND SURPLUS 

I 2 3 

Covered Uncovered Total 
Claims unpaid $9,675,955 $9,675,955 
Unpaid claims adjustment expenses 62,738 62,738 
Aggregate health policy reserves 225,159 225,159 
General expenses due or accrued 266,777 266,777 
Current federal and foreign income tax payable 473,801 473 ,801 
Amounts due to parent, subsidiaries and affiliates 197,961 197,961 
Liability for amounts held under uninsured plans 2,210,004 2,210,004 
Aggregate write-in for other liabilities 117,005 117,005 

Total liabilities $13,229,400 $13,229,400 

Aggregate write-in for special surplus funds 1,601,000 
Gross paid in and contributed surplus 23,577,481 
Unassigned funds (surplus) (2,755,741) 

Total capital and surplus $22,422,740 

Total liabilities, capital and surplus $35,652, l 4Q 
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WELLCARE OF CONNECTICUT, INC. 

STATEMENT OF REVENUE AND EXPENSES 

Uncovered Current Total Current 
Year Year 

Net premium income $86,488,204 

Total revenues $86,488,204 

Hospital and Medical: 

Hospital/medical benefits 64,617,019 

Other professional services 1,003,950 
Emergency room and out-of-area 4,130,412 
Prescription drugs 4,661,032 

Subtotal 74,412,413 

Less : 

Total hospital and medical 74,412,413 

Claims adjustment expenses l,033,110 

General administrative expenses 14,075,816 

Total underwriting deductions 89,521,339 

Net underwriting gain or (loss) (3 ,033,135) 

Net investment income earned 212,698 

Net realized capital gains (losses) 0 

Net investment gains or (losses) 212,698 

Aggregate write-in for other income or expenses (80,432) 

Net income or (loss), after capital gains tax and before all 
other federal income taxes (2,900,869) 

Federal and foreign income taxes incurred (1,007,303) 

Net income (loss) $ C 1,893.566) 

CAPITAL AND SURPLUS ACCOUNT 

Capital and surplus prior reporting period 24,203,093 

Net income (loss) (I ,893 ,566) 

Change in net deferred income tax (43,459) 

Change in nonadmitted assets (103,603) 

Aggregate write-in for gains or (losses) in surplus 260,274 

Net change in capital and surplus (1,780,354) 

Capital and surplus end of reporting period $22,422,140 
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WELLCARE OF CONNECTICUT, INC. 

CLAIMS UNPAID 

The liability for claims unpaid was comprised of the following: 

a) Developed Claim Liabilities (IBNR) 
b) Below the Line Liabilities 
c) Premium Deficiency Reserves 
d) Pharmacy Cost Payable 
e) Expense associated with Risk Adjusted Premium 
f) Other Liabilities 

Total 

$8,315,733 
$1 ,045 ,213 

$0 
$281,990 

$4,318 
$28,696 

$9.675.955 

$9.675.955 

The Department relied on the actuarial review performed for the coordinated exam by the 
FLOIR. The FLOIR utilized is own actuary and the consultant firm of Lewis and Ellis to 
perform the review. In addition, the Department ' s actuary performed a further review of the 
Company' s IBNR. 

No material findings were noted . It was noted that although the Actuarial Memorandum 
incorporates both a narrative and technical component, the components did not provide adequate 
detail regarding all items upon which the Company Actuary is opining. It is recommended that 
the Company include adequate detail in the narrative and technical components of the Actuarial 
Memorandum, in accordance with the Instructions. 

AGGREGATE WRITE-INS FOR SPECIAL SURPLUS FUNDS $1.601,000 

2017 $1 ,601 ,000 
2016 $0 
2015 $2,307,000 
2014 $2,341 ,000 
2013 $0 

Beginning January 31, 2014, the Affordable Care Act imposed an annual fee on health insurers, 
payable to the U.S. government. During 2017, there was a one year moratorium on the health 
insurer fee and as such, no balance as of December 31 , 2016. 

GROSS PAID IN AND CONTRIBUTED SURPLUS $23,577.481 

The balance of this account remained unchanged during the period under review. 
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WELLCARE OF CONNECTICUT, INC. 

UNASSIGNED FUNDS (SURPLUS) ($2,755.741) 

The following exhibit reflects the balance of this account at December 31 , for each year under 
examination: 

2017 ($2,755,741) 
2016 $625,612 
2015 $1,585,563 
2014 ($5,192,497) 
2013 ($3 ,442,268) 

The increase in surplus in 2015 was due primarily to net income of $6.1 million. In 2017, the 
decrease was primarily due to a net loss of $1.9 million. 

RECOMMENDATION 

10 Claims Unpaid 

It is recommended that the Company include adequate detail in the narrative and 
technical components of the Actuarial Memorandum, in accordance with the Instructions. 

CONCLUSION 

As of December 31 , 2017, the Company reported admitted assets of $35,652,140, liabilities of 
$13,229,400, and capital and surplus of $22,422,740. During the period under examination, 
admitted assets increased by $12,309,813, liabilities increased by $3,221,297, and capital and 
surplus increased by $9,088,516. 

SUBSEQUENT EVENTS 

• The Company obtained a license to sell insurance in North Carolina as of October 21, 2016, 

and began selling MA in January 2018. 

• In 2018, the Company expanded its service in Connecticut to include Litchfield, Middlesex 
and New London counties. 

• The Company received $8 million paid in surplus from its parent during the second quarter 

of 2018. This was required in order to avoid the 20% regular and rolling Hazardous 

Financial Condition trigger. 
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WELLCARE OF CONNECTICUT, INC. 

• WellCare Health Insurance of Connecticut, Inc. was licensed as a domestic life and accident 

and health insurance company in the State of Connecticut on January 31, 2019, and was 

incorporated on October 2, 2018 . 

• On March 27, 2019, WHP entered into an Agreement and Plan of Merger (the Merger 
Agreement) with Centene Corporation (Centene), Wellington Merger Sub I, Inc. (Merger 
Sub I) and Wellington Merger Sub II, Inc. (Merger Sub II). Pursuant to the Merger 
Agreement, and subject to the terms and conditions thereof, Centene will acquire all of the 
outstanding shares of the Company through a series of transactions in which (i) Merger Sub I 
will merge with and into the Company (First Merger), with the Company surviving as a 
direct, wholly owned subsidiary of Centene and (ii) immediately after the effective time of 
the First Merger, the Company will merge with and into Merger Sub JI, with Merger Sub II 
continuing as the surviving corporation. Subject to the terms and conditions set forth in the 
Merger Agreement, the Company' s stockholders will receive cash and shares of Centene. 
Completion of the transaction remains subject to certain closing conditions . 
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WELLCARE OF CONNECTICUT, INC. 

SIGNATURE 

In addition to the undersigned, the following members of the Department participated in the 
examination: William Arfanis, CFE; Dawn Cormier, CPA; and Andrew Greenhalgh, FSA, 
MAAA. 

I, Michael Estabrook, CFE, do solemnly swear that the foregoing report on examination is 
hereby represented to be a full and true statement of the condition and affairs of the subject 
insurer as of December 31 , 2017, to the best of my information, knowledge and belief. 

Respectfully submitted, 

Michael Estabrook, CFE 
Examiner-In-Charge 
State of Connecticut 
Insurance Department 

State of Connecticut 

County of Hartford 

Subscribed and sworn to before me, !'( ~ u , Notary 
Public/Commissioner of the Superior--C~o_u_rt_, ~on-t--~~-+--~-~-~- o -; / , 2019. 

My commission expires 
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