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Insurance

January 24, 2013

Honorable Mike Chaney
Commissioner of Insurance
Mississippi Insurance Department
1001 Woolfolk Building

501 North West Street

Jackson, Mississippi 39201

Dear Commissioner Chaney:

Pursuant to your instructions and authorization and in compliance with statutory provisions, an
examination has been conducted, as of December 31, 2011, of the affairs and financial condition of:

PHYSICIANS PLUS BAPTIST & ST. DOMINIC, INC.
(NAIC COMPANY CODE 95686)
969 Lakeland Drive
Jackson, Mississippi 39216

This examination was commenced in accordance with Miss. Code Ann. 8 83-5-201 et seq. and
was performed in Jackson, Mississippi, at the statutory home office of the Company. The report
of examination is herewith submitted.
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INTRODUCTION
This examination was performed by examiners representing the Mississippi Insurance
Department (“MID”) and covered PhysiciansPlus Baptist & St. Dominic, Inc. (PhysiciansPlus)
or “the Company”) operations and financial condition from January 1, 2008, through December
31, 2011, including material transactions and/or events occurring subsequent to the examination
date and noted during the course of this examination.

For purposes of this examination report, the examination period is defined as January 1, 2008,
through December 31, 2011, and the examination date is defined as December 31, 2011.

SCOPE OF EXAMINATION

This examination was a full scope financial examination that included assessing the Company’s
financial condition, its ability to fulfill and manner of fulfillment of its obligations, the nature of
it operations, and compliance with the law. A full scope market conduct examination was not
performed; however, limited procedures were performed on specific areas of the Company’s
marker conduct.

This examination was conducted in accordance with procedures recommended by the National
Association of Insurance Commissioners (“NAIC”) Financial Condition Examiners Handbook.

Reporting in the comment and recommendation section of this report was by exception;

therefore, items that were tested and deemed acceptable by the examiners without material
change receive little or no comment.

COMMENTS & RECOMMENDATIONS OF PREVIOUS EXAMINATION

The previous examination recommended that the Company draft and implement a conflict of
interest policy specific to the Company’s interest whereby all officers and directors disclose any
conflict of interest on an annual basis. The Company partially complied with the previous
recommendations. The company adopted a policy but did not require directors to disclose any
conflict of interest on an annual basis.

HISTORY OF THE COMPANY

The Company was incorporated on January 24, 1996, under the laws of the State of Mississippi,
as St. Dominic Health Maintenance Organization as a non-profit corporation.

In December 1996, the Company amended its Articles of Incorporation to reflect its purpose to
operate as health maintenance organization pursuant to Mississippi. Code Ann 883-41-301et.
seq. and to establish it address as 969 Lakeland Drive, Jackson, Mississippi 39216.

On February 11, 1998 the Company amended it Articles of Incorporation to reflect a name
change to PhysiciansPlus Baptist & St. Dominic, Inc.
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CORPORATE RECORDS

The minutes of the meetings of the Stockholder and Board of Directors, taken during the period
covered by the examination, were reviewed and appeared to be complete and in order with
regard to recording action on matters brought up at these meetings for deliberation.

MANAGEMENT AND CONTROL

Board of Directors

The Articles of Incorporation and Bylaws vest the management and control of the company’s
business affairs with the Board of Directors (the “Board”). The members of duly elected Board,
along with their place of residence and principal occupation, as of December 31, 2011, were:

Jackson, Mississippi

Year
Name and Place of Residence Elected/Appointed Title
Deidra Bell 2007 Treasurer and Chief Financial Officer
Jackson, Mississippi St. Dominic Health Services, Inc.
Claude W. Harbarger 1996 President
Jackson, Mississippi St. Dominic — Jackson Memorial Hospital
Kurt W. Metzner 1996 President & Chief Executive Officer
Tupelo, Mississippi Mississippi Baptist Health
Eric McVey, IlI, MD 1996 Vice President and Chief Medical Officer
Jackson, Mississippi Mississippi Baptist Health Systems, Inc.
Sister Mary Dorothea Sondgeroth 1996 President
Jackson, Mississippi St. Dominic Health Services, Inc.
Russell W. York 1996 Vice President and Chief Financial Officer

Mississippi Baptist Health Systems, Inc.
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Officers

The officers holding the following positions as of December 31, 2011, were:

Year Elected /
Name Appointed Position
Sister Mary Dorothea Sondgeroth 1996 President
Kurt W. Metzner 1996 Vice President
Eric McVey, Ill, MD 1996 Secretary
Deidra Bell 2007 Treasurer

Conflict of Interest

The officers and directors of the company are subject to a conflict of interest policy of the two
parent companies. The parent company’s conflict of interest policies require disclosure on any
potential interest that might impair or appear to impair their independence. The Company did
not have or maintain a separate written conflict of interest policy whereby disclosure was make
to the Board of any potential financial or other interest that impair or appear to impair their
independence in their responsibilities to the Company. It is recommended that the Company
draft and implement a conflict of interest policy specific to the Company’s interest whereby all
officers and directors disclose any conflict of interest on an annual basis.

Corporate Governance

PhysiciansPlus Baptist and St. Dominic, Inc. organized and licensed under Mississippi’s Health
maintenance organization, Preferred Provider Organization and Other Prepaid Health Benefit
Plans Protection Act, was incorporated in January 1996 and is a taxable not-for-profit, non-stock
corporation of which St. Dominic Health Services, Inc. and Mississippi Baptist Health Systems,
Inc. are equal member and have equal voting control. Each company has three members for a
total of six members and six total votes. The company was organized for the purpose of
providing medical services to enrolled members. PhysiciansPlus Baptist and St. Dominic, Inc.
has had no enrolled members since inception. The members normally meet once a year to
review financials and other necessary items for the dormant company with relatively few
transactions during each year.
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HOLDING COMPANY STRUCTURE

During the examination period, the Company was a member of an insurance holding company
system as defined with Miss.Code Ann.883-6-1. Holding Company Registration Statements
were filed during the examination period with the Mississippi Insurance Department in
accordance with the Miss. Code Ann. § 83-6-5 and 8§ 83-6-9. The statements and applicable
amendments that were filed with the Mississippi Insurance Department during the examination
period were reviewed and it appeared that any changes and material transactions by and between
the Company and its affiliates were disclosed appropriately.

Organizational Chart

The following chart displays the Company’s organizational structure. In addition, a brief
description of the Company’s affiliates follows the organizational chart.

(50% ownership) stems, Inc. (50% ownership

1. Dominic Health Service Inc JMiSSiSSiPPi Baptist Health

PhysiciansPlus Baptist & St.
minic Holding Company, In

Dominic Inc. (100% owned)

IPhysiciansPIus Baptist & St.

St. Dominic Health Services, Inc. (“SDHS™)

This company, incorporated on May 28, 1985, under the laws of the State of Mississippi, is a
non-profit multi-dimensional provider of healthcare services that owned a 50% membership
interest in PhysiciansPlus Baptist & St. Dominic Holding Company. This situation provides
SDHS with indirect control of 50% of the Company.

Mississippi Baptist Health Systems, Inc. (“MBHS")

This company, incorporated in 1911, under the laws of the State of Mississippi, is a non-profit
multi-dimensional provider of healthcare services that owned at 50% membership interest in
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PhysiciansPlus Baptist & St. Dominic Holding Company. This situation provides MDHS with
indirect control of 50% of the company.

PhysiciansPlus Baptist & St. Dominic Holding Company, Inc. (“PPHC™)

This company, incorporated on December 15, 1997, under the laws of the State of Mississippi, is
a non-profit corporation with the sole purpose of serving as the holding company for
PhysiciansPlus.

PhysiciansPlus Baptist & St. Dominic, Inc.
This company incorporated on January 24, 1996, under the laws of the State of Mississippi, is a
wholly-owned subsidiary of PPHC and is a non-profit health maintenance organization.

RELATED PARTY TRANSACTIONS

The company reimbursed its ultimate controlling entities, “SDHS” and “MBHS”, for their share
of expenses incurred with the maintenance of the Company in compliance with an
Administrative Services and Management Agreement. These related party transactions were
reviewed with no exceptions noted. The company had a total of $14,000 paid to related parties
during the 2011 year.

FIDELITY BOND AND OTHER INSURANCE

Pursuant to Miss. Code Ann. § 83-41-311 (2), a health maintenance organization is required to
maintain a fidelity bond or fidelity insurance on employees, officers, directors and partners in an
amount not less than $250,000 for each health maintenance organization or maximum of
$5,000,000 in aggregate maintained on behalf of health organizations owned by a common
parent corporation. The Company was included on a blanket crime policy owned by St. Dominic
Health Services, Inc. in the amount of $1,000,000 and appeared to meet the requirements of
Miss. Code Ann. § 83-41-311 (2).

PENSIONS, STOCK OWNERSHIP AND INSURANCE PLANS

The Company did not have any employees of its own during the examination period. As
previously mentioned, the company reimbursed its ultimate controlling entities, for their share of
expenses incurred in the maintenance of the Company. Since the Company did not have any
employees, no provision for benefits was included in the financial statements.

TERRITORY AND PLAN OF OPERATION

As of December 31, 2011, the Company was authorized to transact business associated with that
of a health maintenance organization (HMO) in the State of Mississippi. The Company did not
have any enrolled members and did not provide any services during the examination period.
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REINSURANCE

The Company has had no enrolled members since inception; therefore, reinsurance is not
applicable at this time due to no active policies during the examination period.

ACCOUNTS AND RECORDS

The Company’s 2011 prepared financial statements were traced to the balance sheet of the
Company’s statutory annual statement filed with the Mississippi Insurance Department, with no
exceptions noted. The company prepared their financial statements from a manual ledger that is
maintained. The Company was not audited annually by an independent CPA firm because
waivers were granted by the Mississippi Insurance Department.

STATUTORY DEPQOSITS

The Company’s statutory deposits with the State of Mississippi complied with Miss. Code Ann.
8 83-41-325(5). The following chart displays the Company’s deposits as of December 31, 2011.

Type of Security State Deposited Par Value Book Value Fair Value

Bond Mississippi $550,000 $558,627 $570,933
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INTRODUCTION TO THE FINANCIAL STATEMENTS

The following financial statements consist of a Statement of Assets, Liabilities, Capital and
Surplus at December 31, 2011, a Statement of Revenue and Expenses for the year ended
December 31, 2011, a Reconciliation of Capital and Surplus for the examination period ended
December 31, 2011, and a Reconciliation of examination Adjustments to Surplus.
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PHYSICIANSPLUS BAPTIST & ST. DOMINIC, INC.

STATEMENT OF ASSETS, LIABILITIES, CAPITAL AND SURPLUS
December 31, 2011

ADMITTED ASSETS

Bonds $ 1,111,401
Cash and Short-term investments $ 230,887
Investment income due and accrued $ 14,932
Receivable relating to uninsured plans $ 1,250
Total Admitted Assets $ 1,358,470
LIABILITIES, CAPITAL, AND SURPLUS

Amounts due to parent, subsidiaries and affiliates $ 6,000
Total Liabilities $ 6,000
Gross paid in and contributed surplus $ 1,223557
Unassigned fund (surplus) $ 128,913
Total liabilities, surplus and other funds $ 1,358,470
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PHYSICIANSPLUS BAPTIST & ST. DOMINIC, INC.
SUMMARY OF OPERATIONS
FOR YEAR ENDED DECEMBER 31, 2011

Premiums income $ -

Net investment income 46,038
Total Income $ 46,038
General administrative expenses 24,519
Total expenses $ 24,519
NET INCOME $ 21519
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PHYSICIANSPLUS BAPTIST & ST. DOMINIC, INC.
RECONCILIATION OF CAPITAL AND SURPLUS
FOR EXAMINATION PERIOD ENDED DECEMBER 31, 2011

2008 2009 2010 2011
Capital and surplus, beginning of year $1,281536 $1290,794 $1,310,330 $1,330,951
Net Income (loss) 9,258 19,536 20,621 21,519
Change in net unrealized capital gains 0 0 0 0
Examination adjustments 0 0 0 0
Capital and surplus, end of the year $1290,794 $1310330 $1330951 $1352470

PhysiciansPlus Baptist & St. Dominic, Inc.
MID Examination as of December 31, 2011 Page 12



RECONCILIATION OF EXAMINATION ADJUSTMENTS TO SURPLUS
DECEMBER 31, 2011

As a result of this examination, there have been no adjustments affecting the Capital and Surplus
reported by the Company in the December 31, 2011 annual statement. The Capital and Surplus
reported by the Company of $1,352,470 is accepted as reasonably stated for purposes of the
balance sheet per the examination. The company is in compliance with the minimum surplus
requirements for Miss. Code Ann. § 83-41-325(2).

COMMITMENTS AND CONTINGENT LIABILITIES

As of January 24, 2013, the company was not involved in any litigation matters.

SUBSEQUENT EVENTS

As of January 24, 2013, there were one subsequent event noted for PhysiciansPlus Baptist & St.
Dominic, Inc. On August 2, 2012, the Company held a board meeting in which they voted to
replace retiring President Sister Mary Dorothea Sondgeroth with Claude W. Harbarger as
President of the Board of Directors.
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COMMENTS & RECOMMENDATIONS

1. Itis recommended that the company implement the conflict of interest policy specific to
the Company’s interest whereby all officers and directors disclose any conflict of interest
on an annual basis. (Page 5).
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