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STATEMENT As oF September 30, 2010 or 1ve AMERIGROUP Tennessee, Inc.
Amended Statement Cover

1. On the original filing as of September 30, 2010, AMERIGROUP Tennessee, Inc. had reported “No
Change” in the Note to Financial Statement 13(5) — Capital and Surplus Shareholders’ Dividend
Restrictions and Quasi Reorganizations. We had amended the filing to include the appropriate disclosure
for this particular footnote. Please see attached.
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sTaTeMenT as oF September 30, 2010 or ve AMERIGROUP Tennessee, Inc.

1.

10.

Notes to Financial Statement

Summary of Significant Accounting Policies

A. Accounting Practices

The Financial Statements of AMERIGROUP Tennessee, Inc. (the Company) is presented on the basis of
accounting practices prescribed or permitted by the Tennessee Department of Commerce and Insurance.

The Tennessee Department of Commerce and Insurance recognizeé only statutory accounting practices
prescribed or permitted by the state of Tennessee for determining and reporting the financial condition
and results of operations of an insurance company, for determining its solvency under the Tennessee
Insurance Law. The National Association of Insurance Commissioners' (NAIC) Accounting Practices
and Procedures manual, version effective March 1, 2010 (NAIC SSAP) has been adopted as a component
of prescribed or permitted practices by the state of Tennessee. There are no state permitted practices that
differ from the NAIC Accounting Practices and Procedures Manual that impact the financial statements
or statutory net worth for AMERIGOUP Tennessee, Inc.
B. Use of Estimates in the Preparation of the Financial Statements
No Change
C. Accounting Policy
No Change
Accounting Changes and Corrections of Errors
A. Disclosure for Insurers Upon Initial Implementation of Codification:
None
Business Combinations and Goodwill
None
Discontinued Operations
None

Investments

No Change

Joint Ventures, Partnerships and Limited Liability Companies
No Change

Investment Income

No Change

Derivative Instruments

No Change

Income Taxes

No Change

Information Concerning Parent, Subsidiaries and Affiliates

AMERIGROUP Corporation owns 100% of the outstanding shares of the Company and provides
administrative and financial support services to the Company. Management services fees charged, in
accordance with an approved management services agreement, for the periods ended September 2010 and
December 2009 were $37,118,689 and $44,262,089, respectively. AMERIGROUP Corporation owed the
Company $65,554, which was admissible by the Department of Commerce and Insurance, TennCare
Division, as of September 30, 2010. This balance was settled in October 2010. December 31, 2009, the
Company owed to AMERIGROUP Corporation $4,527,572. As of September 30, 2010, the company
received from AMERIGROUP Corporation non-cash capital contributions of $519,546 and there were no
dividends paid. During 2009, the Company received from AMERIGROUP Corporation non-cash capital
contributions of $424,993, and there were no dividends paid.
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sTATEMENT As oF September 30, 2010 or 1ve AMERIGROUP Tennessee, Inc.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Notes to Financial Statement

Debt
No Change

Retirement Plans, Deferred Compensation, Post-employment Benefits and Compensated
Absences and Other Postretirement Benefits Plans

No Change

Capital and Surplus, Shareholder's Dividend Restrictions and Quasi-Reorganizations.

(5) A $10,000,000 ordinary dividend was declared by the AMERIGROUP Tennessee, Inc. Board on August
17,2010, and was approved by the TDCI via email on August 20, 2010. This ordinary dividend was paid
on October 1, 2010.

Contingencies

None

Leases

No Change

Information about Financial Instruments with Off-Balance Sheet Risk and Financial with
Concentrations of Credit Risk.

None
Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities
A. Transfers of Receivables Reported as Sales

None
B. Transfer and Servicing of Financial Assets

None
C. Wash Sales

None

Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of
Partially Insured Plans.

A. The Company continues to experience run out of the Administrative Services Only (ASO) operations in
the West Tennessee Grand Region and in the Middle Tennessee Grand Region. In 2010, the ASO’s
operations were as followed:

Uninsured
ASO Portion of
Uninsured Partially Insured Total
Plan Plan ASO
a. Net reimbursement for Administrative
Expenses (including Administrative Fees)
in excess of Actual Expenses $ 247,068 $ 0 $ 247,068
b. Total Net Other Income or Expenses
(Including Interest paid or received from plan  $ 0 $ 0 $ 0
¢. Net Gain or Loss from Operations $ 247,068 $ 0 $ 247,068
d. Total Claim Payment Volume $ 0 $ 0 $ 0

Direct Premium Written/Produced by Managing General Agents/Third Party Administrators.

None
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sATEMENT As oF September 30, 2010 or Tve AMERIGROUP Tennessee, Inc.

20.

21.

22,

23.

24.

25.

Notes to Financial Statement

Other Items

AMERIGROUP Tennessee, Inc. has historically not included short-term retroactive premium receivables on
the statutory filings. Per approval by the Tennessee Department of Commerce and Insurance, premiums
receivable included on page 2, line 14.1, column 3 of the quarterly filing includes a $12 million estimate for
retroactivity due from the state.

Long-term retroactivity is the unpaid retro eligibility premium capitation pursuant to CRA Section 3.7.1.4
covering unpaid eligibility resulting from the TennCare Division system’s inability to pay retro eligibility
greater than 12 months in arrears. AMERIGROUP Tennessee, Inc. prepares a detail listing by member of this
unpaid retroactivity each month based on all active enrollment data received from the TennCare Division in
excess of 12 months in arrears that has not been paid on the applicable monthly premium capitation files. The
TennCare Division is required to pay this retroactivity twice per year. The most recent payment was received
in mid June 2010, which covered all such retroactivity through the June 2010 monthly premium file and
eliminated this receivable from AMERIGROUP Tennessee, Inc.’s financial statements as of June 30, 2010.
This long-term retroactivity receivable is approximately $3.7 million as of September 30, 2010 and is
growing by approximately $1.2 million per month. The TennCare Division has informed AMERIGROUP
Tennessee, Inc. that the next semi-annual payment of this retroactivity will occur in either January or
February 2011, so the balance will continue to grow through year end.

Events Subsequent

Short-term retroactivity is the retroactive capitation paid on the subsequent month's capitation payment file.
The TennCare Division’s monthly capitation payment files routinely include between $6 and $9 million of
payments related to retro-eligible enrollment. This receivable is always collected before the NAIC statements

are filed each quarter. This short-term retroactivity receivable is approximately $8.3 million as of September
30, 2010, which was paid on the October 2010 premium (capitation) file.

Reinsurance

A new contract was signed with RGA Reinsurance Company effective July 1, 2010, with the attachment
points of $1,250,000 per member. The Company during this reporting period had no Unsecured Reinsurance
Recoverable, Reinsurance Recoverable in Dispute, Uncollectible Reinsurance, and Commutation of
Reinsurance or Retroactive Reinsurance.

Retrospectively Rated Contracts and Contracts Subject to Redetermination

None

Change in Incurred Claims and Claim Adjustment Expenses

A summary of the activity for claims unpaid is as follows:

2010 2009

Liability balance prior year $66,885,138 $75,084,654
Plus incurred related to:

Current year 504,857,092 525,965,040

Prior years (16,539,847) (10,413,573)
Total Incurred 488,317,245 515,551,467
Less paid related to:

Current year 412,385,659 461,366,265

Prior years 44,412,107 62,384,718
Total Paid 456,797,766 523,750,983
Balance current year $98,404,617 $66,885,138

The Company uses actuarial techniques based principally on historical payment patterns to estimate incurred
claims. Changes in payment patterns and claims trends can result in adjustments to the claims estimate,
which are recorded in current operations.

Intercompany Pooling Arrangements

None
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sTATEMENT A OF September 30, 2010 or Tve AMERIGROUP Tennessee, Inc.
Notes to Financial Statement

26. Structured Settlements
None
27. Health Care Receivables

Health Care Receivables consisted of provider advances, provider overpayments on paid claims, and
Medicare pharmacy rebates.

28.  Participating Policies
None

29. Premium Deficiency Reserves.
None

30. Salvage and Subrogation

None
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