Report of Examination of
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As of December 31, 2012
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Columbus, Ohio
July 12, 2013

Honorable Mary Taylor
Lt. Governor/Director
State of Ohio
Department of Insurance
50 West Town Street
Suite 300

Columbus, Ohio 43215

Dear Madam:

In accordance with Section 3901.07 of the Ohio Revised Code (“ORC”), the Ohio
Department of Insurance (“Department”) conducted an examination of

Cleveland Automobile Dealers’ Association Group Health Plan

an Ohio domiciled, multiple employer welfare arrangement, hereinafter referred to as
the “Company.” The examination was conducted at the Company’s home office
located at 10100 Brecksville Road, Brecksville, Ohio.

Scope of Examination

The Department last examined the Company as of December 31, 2008. The
Department’s current examination covers the period of January 1, 2009 through and
including December 31, 2012.

The Department conducted the examination in accordance with the National
Association of Insurance Commissioners (“NAIC”) Financial Condition Examiners
Handbook (“Handbook™). The Handbook requires that the Department plan and
perform the examination to evaluate the Company’s financial condition and identify
prospective risks including corporate governance, identify and assess inherent risks
and evaluate 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’s compliance with Statutory Accounting Principles and
Annual Statement instructions when applicable to domestic state regulations.

All accounts and activities of the Company were considered in accordance with the
risk-focused examination process.

The Certified Public Accounting firm of Apple Growth Partners provided an
unqualified opinion on the Company’s financial statements for all years 2010, 2011



and 2012 based on Statutory Accounting Principles. The audited financial statements
and audit work papers were reviewed during the examination.
Management and Control

Board of Trustees

Management of the Company is vested in its Board of Trustees, which was comprised
of the following members as of the examination date:

Name Principal Occupation
Kirk Frye President,

Sunnyside Automotive Group
Robert Gillingham President,

Bob Gillingham Ford
Richard Marcellino President,

Motorcars Acura-Volvo

Robert Morris President,
Morris Cadillac Buick GMC

Bernie Moreno President,
Collection Auto Group

Brian O’Donnell President,
Valley Ford
Jay Park President,

Crestmont Auto Group

Officers

As of the examination date, the following officer was elected and serving in
accordance with the Company’s Trust Agreement:

Name Title
Kirk Frye Chairman



Insurance Holding Company System

The Company is not a member of an insurance holding company system.

Territory and Plan of Operations

The Company is licensed to do business in the State of Ohio. The Company provides
hospital and medical coverage to the employees of the member motor carrier dealer
groups. Greater Cleveland Automobile Dealers’ Association is the sponsoring
organization of the multiple employer welfare arrangement.

Reinsurance

The Company has a specific stop loss reinsurance contract that provides coverage for
losses above the Company’s retention of $200,000.

The Company also has an aggregate stop loss reinsurance contract which has a
$21,486,819 minimum aggregate deductible.

The Company did not assume any reinsurance.

Financial Statements

The financial condition and the results of its operations for the year ending December
31, 2012, as reported and filed by the Company with the Department and audited by
the Company’s external auditors, are reflected in the following:

Statement of Assets, Liabilities, Surplus and Other Funds
Statement of Income
Statement of Changes in the Capital and Surplus Account



Statement of Assets, Liabilities, Capital and Surplus

As of December 31, 2012

Cash, cash equivalents and short-term investments
Subtotal, cash and invested assets

Healthcare and other amounts receivable
Total assets

Claims unpaid
Unpaid claims adjustment expenses
Premiums received in advance
General expenses due or accrued
Invoices payable to carriers

Total liabilities

Unassigned funds

Total liabilities, capital and surplus

Statement of Revenue and Expenses
For the Year Ending December 31, 2012

Net premium income
Total revenue

Hospital/medical benefits
Other professional services
Prescription drugs
Aggregate write-ins for other hospital and medical
Subtotal
Less: Net reinsurance recoveries
Total hospital and medical
Claims adjustment expenses
General administrative expenses
Increase in reserves for life and accident and health
contracts
Total underwriting deductions

Net underwriting loss

Net investment income earned
Net investment gain

Net loss

$ 4,720,714
4,720,714
80,838

4,801,552

2,391,000
244,000
14,925
550,421
258.110
3,458,456

1,343,096

$ 4.801,552

$ 20,198,842
20,198,842

16,346,494
1,049,082
4,099,642

54,208

21,549,426

291,245

21,258,181

1,306,361
282,688

(3.012,388)

12,173

12,173

$ (3.000215)



Statement of Changes in the Capital and Surplus Account

2012 2011 2010 2009

Capital and surplus, beginning of the year $4.343.315  $5.192.037 $4.854.379 $3.585.774
Net income (loss) (3,000,215) (851,619) 337,658 1,268,605
Change in nonadmitted assets 4) 2,897 0 0
Net change in capital and surplus during the (3.000.219) (848,722) 337.658 1,268,605
year

Capital and surplus, end of the year $1,343.096 $4.343.315 $5.192,037  $4.854.379

Notes to Financial Statements
Investments

The Company’s investments consists of deposits at various financial institutions and

were in compliant with ORC 3925.08.

Subsequent Events

During the first quarter of 2013, the Company experienced a net loss of $315,920 and

surplus declined to $1,028,691.

Conclusion

The balance sheet contained in this Report of Examination reflects the financial
condition of the Company as of December 31, 2012, and is summarized as follows:

Total Admitted Assets $ 4,801,552
Liabilities $ 3,458,456
Surplus 1,343.096
Total Liabilities and Surplus $ 4,801,552



Acknowledgement

In addition to the undersigned, Patricia Severs, CPA of the Department participated in
this examination.

Respectfully,

[ . = il S0
David A. Cook, CFE
Assistant Chief Examiner
Ohio Department of Insurance




Verification

As required by Section 3901.07 of the Ohio Revised Code, the undersigned hereby
attest to the best of their knowledge and belief that the attached is a true Report of
Examination as of December 31, 2012.

. D -n C.:-\.u\.. 7/151/‘ 3
Assistant Chief Examiner Date

State of Ohio
County of Franklin

Personally appeared before me the above named David A. Cook personally known to
me, who executed the above instrument and that the statements and answers
contained therein are true and correct to the best of his/her knowledge and belief.

Subscribed and sworn to before me this Z 1 day of \ ]\J l\_.,# , 2013.

ORI REBTRCHASE

NOTARY PUBLIC, STATE OF OHIO
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My Commission Expires



