






























































documents including cash receipts, cash disbursements, journal entries and other specific entry

documents.

The HMO does not file a Risk Based Capital Report due to its inactive status. TDCI has
exempted the HMO from all regulatory filings with the exception of the annual statement per its
letter dated March 10, 2008. This exemption includes the filing of an annual audit report
prepared by an independent accounting firm. Also the HMO was advised to amend the 2007

Annual Statement by the Analytical Section due to the Statement not balancing.

The HMO had been making its exemption request on a yearly basis since it went inactive;
however, in April, 2004 TDCI agreed to the exemption as long as the current president was in

office, based on his deposed statement dated March 19, 2004.

The administrative and executive functions of the HMO are performed by staff provided
by the Hospital Authority. The HMO’s original records are maintained at their primary

administrative home office location:

975 E 3" Street, 7" Floor
Chattanooga, TN 37403

The HMO also utilizes a warehouse for storage of financial statements and other records
for documents. After 2-3 years, books and records are stored in the warehouse. Location of the
warehouse is across the street from the home office location. The locations of the HMO’s books

and records was determined to be in accordance with Tenn. Code Ann. § 56-2-104.

Litigation, Contingent Liabilities and Subsequent Events

Contingent Liabilities

Based on the results of examination procedures, a review of transactions occurring after
the balance sheet date, a review of subsequent financial statements, and confirmations with third
parties, there are no known commitments or contingencies as of December 31, 2007 that would

require additional disclosure in this report on examination.
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Financial Statement

There follows a statement of assets, liabilities and a summary of operations as of

December 31, 2007 together with a reconciliation of capital and surplus for the period under

review, as established by this examination.

Assets
As of December 31, 2007
Net Admitted
Ledger Assets Non-Ledger Assets Not Assets
Assets Admitted

Bonds ) $1,502,790 $0 $0 $1,502,790
Cash and short-term investments 24,047 $0 $0 24,047
Totals $1,526.837 $1,526,837
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Liabilities, Surplus & Other Funds

Claims unpaid

Unpaid claim adjustment expenses
Aggregate policy reserves
Aggregate claim reserves

General expenses due or accrued

Total Liabilities

Common capital stock
Gross paid in and contributed surplus
Unassigned funds (surplus)

Total capital and surplus

Totals

As of December 31, 2007
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Statement of Revenue and Expenses

For the Period Ended December 31, 2007

Member months
Net premium income
Total revenues

MEDICAL AND HOSPITAL

Hospital/medical benefits

QOther professional services

Qutside referrals

Emergency room and out of area

Aggregate write-ins for other medical and hospital
Subtotal

LESS

Net reinsurance recoveries

Total medical and hospital

Claims adjustment expenses

General administrative expenses

Increase in reserves for accident and health contracts

Total underwriting deductions

Total underwriting gain or loss

Net Investment income earned

Net realized capital gains or losses

Net investment gains or losses

Net income or (loss) before income taxes

Federal income taxes incurred

Net income

21

Uncovered

=]

Total

(=]

2,349

2,349

(2.349)

104,080

101,731
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None

Recommendations

¢ It is recommended that the Investment Management and Safekeeping Agreement
with First Tennessee Bank dated July 28, 2004 under which bonds and cash
equivalents (Fidelity Government Portfolio) are held in the name of the HMO be
revised to contain the following provisions required by Tenn. Comp. R. & Reg. §
0780-1-46.03(2)(a):

A provision stating that the securities held by the custodian are subject to
instructions of the insurance company; and

A provision stating that the agreement is between the custodian and the
insurance company, and not the parent or affiliate of the insurance
company.

e It is recommended that the Company make all filings required by the Insurance
Holding Company System Act in the future, pursuant to Tenn. Code Ann. §§ 56-
11-101, et seq. and Tenn. Comp. R. & Regs., 0780-01-67.

23



Conclusion

Insurance examination practices and procedures, as promulgated by the National
Association of Insurance Commissioners, have been followed in connection with the
verification and valuation of assets and the determination of liabilities of Erlanger Health
Plan Trust of Chattanooga, Tennessee.

In such manner, it was determined that, as of December 31, 2007, the HMO had admitted
assets of $1,526,837 and liabilities, exclusive of capital, of $0. Thus, there existed for the
additional protection of the policyholders/enrollees, the amount of $1,526,837 in the form
of unassigned funds (surplus).

The courteous cooperation of the officers and employees of the HMO extended during
the course of the examination is hereby acknowledged.

Respectfully submitted,

b Fnh

and§f M/Banks - MBA

Insurance Examiner-in-Charge
Tennessee Department of Commerce and Insurance
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Examination A

idavit

The undersigned deposes and says that he has duly executed the attached examination
report of Erlanger Health Plan Trust dated June 19, 2009, and made as of December 31,
2007, on behalf of “The Department of Commerce and Insurance”, State of Tennessee.
Deponent further says she is familiar with such instrument and the contents thereof, and
that the facts therein set forth are true to the best of his knowledge, information and

(?WM A

Bankg*’MBA
Insurance Examiner
State of Tennessee
Southeastern Zone, N.A.L.C.
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My Commigsion Expires MAY 22, 201U
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erlanger

June 19, 2009

RECEIVED

JUN 28 2009

FINANCIAL AFFAIRS
Mark Jaquish = STATISTICAL
State of Tennessee
Department of Commerce and Insurance
500 James Robertson Parkway
Nashville, Tennessee 37243

Re: Report of Examination of
Erlanger Health Plan Trust
Made as of December 31, 2007

Dear Mr. Jaquish,

This letter is in response to your letter dated June 19, 2009 regarding recommendations to the
Erlanger Health Plan Trust derived from the report on examination conducted on the Trust as of
December 31, 2007.

Page 23 — It is recommended that the Investment Management and Safekeeping Agreement with
First Tennessee Bank dated July 28, 2004 under which bonds and cash equivalents (Fidelity
Government Portfolio) are held in the name of the HMO be revised to contain the following
provisions required by Tenn. Comp. R. & Reg. § 0780-1-46.03(2)(a):

A provision stating that the securities held by the custodian are subject to the instructions
of the insurance company; and

A provision stating that the agreement is between the custodian and the insurance
company, not the parent or affiliate of the insurance company.

Response: The Safekeeping Agreement with First Tennessee will be revised as
recommended by July 15,

Page 23 — It is recommended that the Company make all filings required by the Insurance
Holding Company System Act in the future, pursuant to Tenn. Code Ann. §§ 56-11-101, et seq.
and Tenn. Comp. R. & Regs., 0780-01-67.

Response: Erlanger Health Plan Trust will make all future filings required by the
Insurance Holding Company System Act upon expiration of the current
exemption.

Sincerely, ; i
- I
[l S Ve i (\

Pamela S. Varnell
Accounting Director

975 East Third Street, Chattanooga, TN 37403 (423)778-7000 www.er!anger.or





