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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

ASSETS

Current Statement Date 4
1 2 3
December 31
Net Admitted Assets Prior Year Net
Assets Nonadmitted Assets (Cols. 1-2) Admitted Assets
1. Bonds 1,918,891 1,918,891 L .. 1,950,531
2. Stocks:
2.1 Preferred stocks 0 0
2.2 Common stocks 0 0
3. Mortgage loans on real estate:
3.1 First liens 0 0
3.2 Other than first liens 0 0
4. Real estate:
4.1 Properties occupied by the company (less
S encumbrances) 0 0
4.2 Properties held for the production of income
(1858 $ oo encumbrances) 0 0
4.3 Properties held for sale (less
S encumbrances) Ol 0
5. Cash($ 18,925,283 ),
cashequivalents ($ .0 )
and short-term investments ($ 0 18,925,283 18,925,283 | . 28,801,430
6. Contract loans (including $ . premium notes) 0 0
7. Other invested assets O e 0 0
8. Receivables for securities 0 0
9. Aggregate write-ins for invested assets 0 O 0 0
10. Subtotals, cash and invested assets (Lines 1 to 9) 20,844,174 0 20,844,174 | 30,751,961
11. Title plantsless $ e charged off (for Title insurers
only) 0 0
12. Investment income due and accrued 6,861 6,861 29,819
13. Premiums and considerations:
13.1 Uncollected premiums and agents’ balances in the course of
collection 306,559 306,559 1,538,661
13.2 Deferred premiums, agents’ balances and installments booked but
deferred and not yet due (including $ earned
but unbilled premiums) 0 0
13.3 Accrued retrospective premiums 0 0
14. Reinsurance:
14.1 Amounts recoverable from reinsurers __ 0 0
14.2 Funds held by or deposited with reinsured companies 0 0
14.3 Other amounts receivable under reinsurance contracts 0 0
15. Amounts receivable relating to uninsured plans 0 0
16.1 Current federal and foreign income tax recoverable and interest thereon ... 0 0
16.2 Net deferred tax asset 0 0
17. Guaranty funds receivable or on deposit 0 0
18. Electronic data processing equipment and software. 0 0
19. Furniture and equipment, including health care delivery assets
(5 ) 0 0
20. Net adjustment in assets and liabilities due to foreign exchange rates 0 0
21. Receivables from parent, subsidiaries and affiliates 152,787 152,787 0 0
22. Healthcare ($ oo ) and other amounts receivable....... 0 0
23. Aggregate write-ins for other than invested assets 0 0 0 0
24, Total assets excluding Separate Accounts, Segregated Accounts and
Protected Cell Accounts (Lines 10 to 23) 21,310,382 152,787 21,157,594 32,320,441
25. From Separate Accounts, Segregated Accounts and Protected
Cell Accounts 0 0
26. Total (Lines 24 and 25) 21,310,382 162,787 21,157,594 32,320,441
DETAILS OF WRITE-INS
0901.
0902.
0903.
0998. Summary of remaining write-ins for Line 9 from overflow page 0 0 0 0
0999. Totals (Lines 0901 through 0903 plus 0998)(Line 9 above) 0 0 0 0
2301. Risk Share Receivable 0 0
2302. ASO Receivable 0 0
2303.
2398. Summary of remaining write-ins for Line 23 from overflow page 0 0 0 0
2399. Totals (Lines 2301 through 2303 plus 2398)(Line 23 above) 0 0 0 0




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less$ . . . ... reinsurance ceded)  fo... . 4,511,715 4,511,715 6,434,188
2. Accrued medical incentive pool and bonus amounts 0 0
3. Unpaid claims adjustment expenses 0. 0
4. Aggregate health policy reserves O 0
5. Aggregate life policy reserves 0 0
6. Property/casualty unearned premium reserve 0 0
7. Aggregate health claimreserves e 20 0
8. Premiums received in advance ... 0 0
9. General expenses due or accrued 112,275 112,275 85,010
10.1 Current federal and foreign income tax payable and interest thereon (including
8 e on realized gains (10SSS)) ... e Ol 0
10.2 Net deferred tax Yiability. e 0 0
11. Ceded reinsurance premiums payable O o 0
12, Amounts withheld or retained for the account of others ... 0 0
13. Remittances and items not allocated ... 0 0
14. Borrowed money (including $ .. current) and
interestthereon$ ... (including
$ current) 0 0
15. Amounts due to parent, subsidiaries and affiliates 75,835 75,835 oo 141,951
16. Payable for securities ... 0 0
17. Funds held under reinsurance treaties with (§ ...
authorized reinsurersand $ .. unauthorized
reinsurers) 0 0
18. Reinsurance in unauthorized companies .. 01 ]
19. Net adjustments in assets and liabilities due to foreign exchange rates .__..._.. 0 0
20. Liability for amounts held under uninsured plans 175 TS 0
21. Aggregate write-ins for other liabilities (including $ ...
current) 12,255,364 0 12,255,364 | . _....16,935,943
22. Total liabilities (Lines 110 21)._.... 16,955,190 o 0 16,956,190 ... ... .. 23,597,092
23. Aggregate write-ins for special surplus funds XXX XXX o 0 .0
24. Common capital stock XXX XXX 0
25. Preferred capital stock ... XXX e XXX b D)
26. Gross paid in and contributed surplus XXX XXX 23,245,279 | 23,245,279
27. Surplus notes XXX XXX 0
28. Aggregate write-ins for other than special surplus funds XXX XXX 0 0
29. Unassigned funds (surplus) XXX XK (19,042,875)} ... (14,521,930)
30. Less treasury stock, at cost:
301 shares common (value included in Line 24)
$ ) XXX XXX 0
30.2 shares preferred (value included in Line 25)
$ ) XXX XXX 0
31. Total capital and surplus (Lines 23 to 29 minus Line 30) XXX XXX ... 4,202,404 8,723,349
32. Total liabilities, capital and surplus (Lines 22 and 31) XXX XXX 21,157,594 32,320,441
DETAILS OF WRITE-INS
2101. Premium Tax Payable ... (72,393) (72,393) § oo 48,677
2102. Risk Share Payable ... 12,201,227 12,201,227 ... 16,763,187
2103. Stale Check Liability. 126,531 126,531 124,079
2198. Summary of remaining write-ins for Line 21 from overflow page 0 0 0 0
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 above) 12,255,364 0 12,255,364 16,935,943
2301. XXX XXX
228U SOOI UUSNON EUSUOIY XXX XXX
2303. XXX e RKK
2398. Summary of remaining write-ins for Line 23 from overflow page ....__....L...._.... XXX XK e 0 0
2399. Totals (Lines 2301 thru 2303 plus 2398) {Line 23 above) XXX XXX 0 0
2801. XXX XXX
2802. XXX XXX
2803. XXX XXX
2898. Summary of remaining write-ins for Line 28 from overflow page XXX XXX 0 0
2899. Totals (Lines 2801 thry 2803 plus 2898) (Line 28 above) XXX XXX 0




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC
STATEMENT OF REVENUE AND EXPENSES
Prior Year
Current Year Prior Year To Ended
To Date Date December 31
1 2 3 4
Uncovered Total Total Total
1. Member MOnthS. . b )¢ G I 564,027 |........2,279,263 | ......2.657.890
2. Net premium income (including $ ... non-health premium income) XXX 31,838,014 ... 70,263,207 | ... 88,108,209
3. Change in uneamed premium reserves and reserve for rate credits XXX 0 0
4. Fee-for-service (netof$ ... medical expenses) ... XXX O b 0
5. Risk revenue OO, XXX 0 0
6. Aggregate write-ins for other health care related revenues ... ....bo XK e 4,561,960 |. ... (1,737 450} ... (1,840,811)
7. Aggregate write-ins for other non-health revenues XXX 0 0 0
8. Total revenues (LINeS 210 T) .o .o XXX 36,399,974 ... 68,525,756 {.......... 86,267,398
Hospital and Medical:
9. Hospital/medical benefits .. . e 20,915,147 | 30,374,267 | 39,184,400
10.  Other professional SEIVICES ... oo 12,945,919 25,783,413 31,941,864
11. OQutside referrals 0 0
12. Emergency room and OUt-Of-aIr @ ... ... et s en e eemenem s em e 0 0
13, Prescription ArUgS ..o O b 0
14. Aggregate write-ins for other hospital and medical. ... .. 0 O 0 0
15.  Incentive pool, withhold adjustments and bonus amounts. - 0 0
16, Subtotal (Lines 810 15) ..o oo oo 0 33,861,066 |........... 56,157,681 |...c....... 71,126,264
Less:
17. Net reinsurance recoveries ... sSSP RRUUUTUO! UUUSTUSR AU DRSS 1) SR 0
18. Total hospital and medical (Lines 16 minUS 17) . e 0 33,861,066 | 56,157,681 71,126,264
19.  Non-health claims (net) . 0. . 0
20. Claims adjustment expenses, including $ 10,825 ... cost containment expenses. | b 318,380 oo 702,632 | 881,082
21, General administrative @XPENSES.. ..o oo oo 23,509,012 . 7,401,645 ... 9,330,364
22. Increase in reserves for life and accident and health contracts including
- J increase in reserves for life only) . 0 0
23. Total underwriting deductions (Lines 18 through 22) 0 37,688,458 | 64,261,957 {..... 81,337,710
24. Net underwriting gain or (loss) (Lines 8 minus 23) XXX (1,288,484)1 ... 4,263,799 { ....4,929,688
25. Net investment income earned 47,582 488,347 505,262
26. Net realized capital gains (losses) less capital gains tax of §... O F 0
27. Net investment gains (losses) (Lines 25 plus 26) 0 47,582 488,347 505,262
28. Net gain or (loss) from agents’ or premium balances charged off [(amount recovered
S ) (@mount charged off § 04 0
29. Aggregate write-ins for other income or expenses ... 0 0 {1 0
30. Net income or (loss) after capital gains tax and before all other federal income taxes (Lines
24 plus 27 plus 28 plus 29) . XXX (1,240,902)f ... 4,752,145 | ... 5,434,949
31. Federal and foreign income taxes incurred XXX 0. 0
32.  Net income (loss) (Lines 30 minus 31) XXX (1,240,902) 4,752,145 5,434,949
DETAILS OF WRITE-INS
0601, Risk Share Revenue. . ... XXX 4,561,960 ... (1,737,451} ... (1,840,811)
0602. ASO ReVenue..........occorurorececrcec XXX .0 0
[0 S OO USSR O U SO XXX .
0698. Summary of remaining write-ins for Line 6 from overflow page ... XXX 0 0 0
0699. Totals (Lines 0601 through 0603 plus 0698) (Line 6 above) XXX 4,561,960 (1,737,451) (1,840,811)
{740 T U OSSOSO XXX o
L0402 U SO UUU USROS NS, XXX e
0703. XXX
0798. Summary of remaining write-ing for Line 7 from overflow page ... e XXX [V [ I 0
0799. Totals (Lines 0701 through 0703 plus 0798) (Line 7 above) XXX 0 0 0
1401.
1402.
1403.
1498. Summary of remaining write-ins for Line 14 from overflow page ... fo 0 .0 O o 0
1499. Totals (Lines 1401 through 1403 plus 1498) (Line 14 above) 0 0 0 0
221 b UV UV URUUUUUUCUUHORSY SN ORPOTUNY PSRRI SN RO
20002, e et e e emre e e e eee et oo oo mesenen e am et s f
b2 0 TSSOSO SO URSS A SSRRRSUPOSRORRU NESRR
2998. Summary of remaining write-ins for Line 29 from overflow page 0 0. 0
2999. Totals (Lines 2901 through 2903 plus 2998) (Line 29 above) 0 0 0




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

STATEMENT OF REVENUE AND EXPENSES (Continued)

Current Year Prior Year :
to Date to Date Prior Year
CAPITAL AND SURPLUS ACCOUNT:
33. Capital and surplus prior reporting Year. ... 8,723,349 | ... 14,461,144 | 14,461,144
34.  Netincome or (I0ss) from Line 32 . (1,240,902) | 4,752,145 | 5,434,949
35. Change in valuation basis of aggregate policy and claimreserves . 0 0
36. Change in net unrealized capital gains (losses) less capital gains tax of $ ... 0 0
37. Change in net unrealized foreign exchange capital gain or (loss) 0 0
38. Change in net deferred INCOME taX e b 0 .0
39. Change in nonadmitted t 219,958 L (377,040) _{172,745)
40. Change in unauthorized reinsurance 0 0 0
41.  Change in treasury stock ... .. 0
42, Change in surplus NOeS . s [/ T 0 0
43.  Cumulative effect of changes in accounting principles ... .0 D
44. Capital Changes:
44.1 Paid in .. 0 0
44.2 Transferred from surplus (Stock Dividend) e s 0 0
44 3 Transferred to surplus ........ 0 0
45.  Surplus adjustments:
A5, 1 Paidh IN e e 0 0
45.2 Transferred to capital (Stock Dividend) ... e 0 O 0
45.3 Transferred from capital ................... [/ 0
46. Dividends to StoCKNOIAErS | ..o oo (3,300,000) 20 ..(11,000,000)
47.  Aggregate write-ins for gains or (losses) in surplus 0 Ol 0
48. Net change in capital & surplus (Lines 34 to 47) (4,520,9485) 4,375,106 | (5,737,795)
49. Capital and surplus end of reporting period (Line 33 plus 48) 4,202,404 18,836,250 8,723,349
DETAILS OF WRITE-INS
4701.
o b SO oo VOO UU U S OONUNOUUSUPRE SSSEN FUUUUT SRS NSO ST OSSP
0T SO VUV U VNURUR RO SERSRUOUNNUUI SUIRPUO SRS S
4798.  Summary of remaining write-ins for Line 47 from overflow page 0 -0 B
4799. Totals (Lines 4701 through 4703 plus 4798) (Line 47 above) 0 0 0




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

CASH FLOW

1 2
Current Year Prior Year Ended
To Date December 31
Cash from Operations
1. Premiums collected net of reiNSUranCe.. ... ... ... N I 33,070,116 | 87,975,606
2. Netinvestment income 102,180 552,186
3. Miscellaneous income 0 0
4. Total (Lines 1 to 3) 33,172,296 88,527,792
5. Benefit and loss related payments 36,101,919 | ... 76,341,014
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts..... 0
7. Commissions, expenses paid and aggregate write-ins for deductions 3,646,523 .o 10,145,933
8. Dividends paid to poliCYNOIAErS . e 0
9. Federal and foreign income taxes paid (recovered) netof $ ... ... 0 0
10. Total (Lines 5 through 9) 39,748,443 86,486,947
11. Net cash from operations (Line 4 minus Line 10) (6,576,147) 2,040,845
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
12.1 Bonds 0 3,025,000
12.2 Stocks 0 0
12.3 Mortgage loans 0 0
12.4 Real estate 0 0
12.5 Other invested assets O b 0
12.6 Net gains or (losses) on cash, cash equivalents and short-ferm investments 0 0
12.7 Miscellaneous proceeds 0 0
12.8 Total investment proceeds (Lines 12.1 to 12.7) O b 3,025,000
13. Cost of investments acquired (long-term only):
13.1 Bonds 0 1,987,039
13.2 Stocks 0 0
13.3 Mortgage loans 0 0
13.4 Real estate 0 0
13.5 Other invested assets 0 0
13.6 Miscellaneous applications 0 0
13.7 Total investments acquired (Lines 13.1 to 13.6) 0 1,987,039
14. Net increase (or decrease) in contract loans and premium notes . 0 0
15. Net cash from investments (Line 12.8 minus Line 13.7 and Line 14) 0 1,037,961
Cash from Financing and Miscellaneous Sources
16. Cash provided (applied):
16.1 Surplus notes, capital notes 0 0
16.2 Capital and paid in surplus, less treasury stock 0 0
16.3 Borrowed funds .0 0
16.4 Net deposits on deposit-type contracts and other insurance liabilities 0
16.5 Dividends to stockholders 3,300,000 11,000,000
16.6 Other cash provided (applied) 0 0
17. Net cash from financing and miscellaneous sources (Line 16.1 through Line 16.4 minus Line 16.5 plus Line 16.6) ............... (3,300,000) (11,000,000)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and 17) (9.876,147) L ... (7,921,194)
19. Cash, cash equivalents and short-term investments:
19.1 Beginning of year. 28,801,430 | . 36,722,624
19.2 End of period (Line 18 plus Line 19.1) 18,925,283 28,801,430
Note: Supplemental disclosures of cash flow information for non-cash transactions:
20.0001. Conversion of debt to equity O 0
20.0002. Assets acquired by assuming directly related Iiabilities..... O b 0
20.0003. Exchange of non-cash assets or liabilities 0 0




Premier Behavioral Health of TN, LLC.

BHO TennCare Operations Statement of Revenue and Expenses

For the Quarter Ending September 30, 2009
Report 2A

Member Months

Revenues

TennCare Capitation
Risk Share Revenue
Investment (Interest)

Total Revenues

Expenses

Mental Health & Substance Services
Inpatient Psychiatric Facility services
Inpatient Substance Abuse Treatment and Detox
Outpatient Mental Health Services
Outpatient Substance Abuse Treatment and Detox
Housing/Residential Treatment
Specialized Crisis Services
Psychiatric Rehab and Support Services
Case Management
Forensics
Other Judicial
Pharmacy
Lab Services
Transportation
Medical Incentive Pool and Withhold Adjustments
Occupancy, Depreciation and Amortization
Other Mental Health and Substance Abuse Services
PCP and Specialists Services

Subtotal
Reinsurance Expense Net of Recoveries

Less:

Copayments

Subrogation

Coordination of Benefits

Subtotal

Total Medical and Substance Abuse

Claim Adjustment Expense

Administration '
Rent
Salaries and Wages
Contributions for benefit plans for employees
Payments to employees under non-funded benefit plans
Other employee welfare
Legal fees and expenses
Medical examination fees
Utilization management
Certifications and accreditation
Auditing, actuarial and other consulting services
Traveling expenses
Marketing and advertising
Postage, express, telegraph and telephone
Printing and stationary
Occupancy, depreciation and amortization
Rental of equipment
Outsourced services includes EDP, claims, and other services
Books and periodicals
Boards, bureaus and association fees
Insurance, except on real estate
Collection and bank service charges
Group service and administration fees
Reimbursements from fiscal intermediaries
Real estate expenses
Real estate taxes
Bad Debt Expense
Taxes, licenses and fees:
State and local insurance taxes
State premium taxes
Insurance department licenses and fees
Payroll taxes
Other (excluding federal income and real estate taxes)
Investment expenses not included elsewhere

Total Administrative Expenses
Total Expenses

Net Income (Loss)

Current Quarter
Total

141,041

7,892,793
4,419,041
13,615

12,325,449

1,891,445
110,395
3,937,385
237,169
1,360,474
250,679
83,624
1,385,009

56,808
276,907

9,689,894

9,689,894

78,928

10,037
361,024

1,087
4,145

31
52,358
13,171

8,650
16,112
19,903

164,568

256
(290)
2,156

10,296

192

246,237

82,811

992,741
10,661,563

1,663,886

Year to Date
Total

564,027

31,838,014
4,561,960
47,582

36,447,556

7,369,837
405,943
12,992,288
782,563
4,708,604
725,443
242,000
5,635,835

165,180
833,373

0
0

33,861,066

33,861,066
318,380

40,487
1,456,304

4,385
16,718

125
198,241
53,128
34,891
64,994
102,929
665,568
1,031
(1,171)
8,696

31,167

773

727,999
102,746

3,509,012
37,688,458

(1,240,902)

" The ASO fee Administration expense breakout is assumed based upon current sub-contractor's expenses.
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

A

Accounting Practices — The accompanying financial statements of Premier Behavioral Systems of Tennessee, LLC (the
“Company” or “Premier”) have been prepared in conformity with the National Association of Insurance
Commissioners (NAIC) Annual Statement Instructions, the NAIC Accounting Practices and Procedures Manual and
the accounting practices prescribed ot permitted by the State of Tennessee Department of Commerce and Insurance,
which represents a comprehensive basis of accounting other than generally accepted accounting principles (GAAP).

Use of Estimates in the Preparation of the Financial Statements — No significant change.

Accounting Policy — No significant change.

Note 2 - Accounting Changes and Corrections of Etrors

A. Material changes in accounting principles and/or cotrection of errors - No significant change.

Note 3 - Business Combinations and Goodwill

OSOoFEe

Statutory Purchase Method - No significant change.
Statutory Merger - No significant change.
Assumption Reinsurance - No significant change.
Impairment Loss - No significant change.

Note 4 - Discontinued Operations

No significant change.

Note 5 - Investments

OTEYO W

Mortgage L.oan, including Mezzanine Real Estate Loans - No significant change.
Debt Restructuring - No significant change.

Reverse Mortgages — No significant change.

Loan Backed Securities — No significant change.

Repurchase Agreements — No significant change.

Real Estate — No significant change.

Investments in low-income tax credits — No significant change.

Note 6 - Joint Ventures, Pattnerships and Limited Liability Companies

A.

B.

Investments in Joint Ventures, Partnerships, and Limited Liability Companies that exceed 10% of the admitted assets of
the insurer - No significant change.
Impaired Investments in Joint Ventures, Partnerships, and Limited Liability Companies — No significant change.

Note 7 - Investment Income

A.

B.

Bases, by category of investment income, for excluding (nonadmitting) any investment income due and accrued - No
significant change.
The total amount excluded was $0.

Note 8 - Derivative Instruments

o w

gn

Market risk, credit risk and cash requirements of the derivative - No significant change.

Objectives for using derivatives — No significant change.

Accounting policies for recognizing and measuring derivatives used — No significant change.

Net gain or loss recognized in unrealized gains and losses during the reporting period representing the component of
the derivative instruments gain of loss — No significant change.

Net gain or loss recognized in unrealized gains and losses during the reporting period resulting from derivatives that no
longer qualify for hedge accounting — No significant change.

Derivatives accounted for as cash flow hedges of a forecasted transaction — No significant change.

Note 9 - Income Taxes

HOOT e

Components of the net deferred tax asset or deferred tax liability — No significant change.
Deferred tax liabilities that are not recognized - No significant change

Components of current income taxes incutred — No significant change.

Significant book to tax adjustments - No significant change

1. Amounts, origination dates and expiration dates of operating loss and tax credit carry forward amounts
available for tax purposes — No significant change.
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

NOTES TO FINANCIAL STATEMENTS

2. Amount of federal income taxes incurred in current year that are available for recoupment in the even of
future net loss — No significant change.

F. Consolidated federal income tax — No significant change.

Note 10 - Information Concerning Parent, Subsidiaries and Affiliates
A. Nature of relationship — No significant change.
B. Description of transactions —
a.  Accounts payable paid by the parent (Magellan Health Service) - $14,679
b. Management fees paid to Magellan and AdvoCare of Tennessee (“AdvoCare”) — see below.
C. Dollar amount of transactions — The Company paid $2,865,421 in management fees to the parent for the nine months
ended September 30, 2009.
D. Amounts due to/from relates parties ~ Balances as of September 30, 2009
a.  Due from TBH — $152,787
b.  Due to Advocare — ($30,995)
c.  Due to Magellan — (§44,840)
Guarantees or undertakings for benefit of affiliate — No significant change
Material management or service contracts and cost sharing arrangements with related parties ~ No significant change.
Common ownership or control — No significant change.
No significant change
Investment in SCA that exceeds 10% - No significant change.
Investments in impaired SCA entities — No significant change.
Investment in a foreign insurance subsidiary — No significant change.

AT IeTmD

Note 11 - Debt

No significant change.

Note 12 - Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other

Postretirement Benefit Plans

Defined Benefit Plan - No significant change.

Defined Contribution Plans — No significant change.

Multiemployer Plan — No significant change.

Consolidated/Holding Company plans — No significant change
Post-employment Benefits and Compensated Absences — No significant change.

@O0 FE >

Note 13 - Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations

On July 29%, Premier paid a dividend of $3.3 million to its parent Company. The transaction was approved by the TDCL

Note 14 - Contingencies

Contingent Commitments - No significant change.
Assessments — No significant change.

Gain contingencies — No significant change.

All Other contingencies — No significant change.

gow»

Note 15 - Leases

A.  Lessee Operating Lease - No significant change.
B. Lessor Leases and Leveraged Leases — No significant change.

Note 16 - Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With

Concentrations of Credit Risk

No significant change.

Note 17 - Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

A. Transfers of Receivables reported as Sales - No significant change.
B. Transfer and Servicing of Financial Assets — No significant change
C. Wash Sales — The Company has not engaged in any Wash Sales during the current calendar quarter or yeat.

Note 18 - Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured Plans

A. ASO Plans - No significant change.
B. ASC Plans — No significant change.

10.1



STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

NOTES TO FINANCIAL STATEMENTS

C. Medicare of Similarly Structured Cost Based Reimbursement contract — No significant change.

Note 19 - Direct Premium Written/Produced by Managing General Agents/Third Party Administratots

No significant change.

Note 20 - Other Items

A. Extraordinary items - No significant change.
B. Troubled Debt Restructuring: Debtor - No significant change.
C. Other Disclosures —~ No significant change.
a. InJanuary 2008 TennCare issued an RFP for the management by managed care organizations of the integrated
delivery of behavioral and physical health to TennCare enrollees in the East and West Grand Regions. The
REP set forth intended start dates of November 1, 2008 for the West Grand Region and January 1, 2009 for
the East Grand Region. On April 22, 2008, the State announced the winning bidders to the RFP process. The
Company was not a winning bidder. Accordingly, the Company ceased providing services in the East Grand
and West Grand regions after the implementation dates for the new contracts, with the exception of TennCare
Select Children, which it continued to manage through August 31, 2009. As of September 1, 2009, the
Company no longer manages any TennCare recipients.
b. Effective February 2009, all TennCare Select members that was enrolled with Tennessee Behavioral Health, an
affiliate of the Company, was moved to Premier.
Uncollectible balance for assets covered under SSAP No. 6, SSAP No. 47, and SSAP No. 66 — No significant change
Business Interruption Insurance Recoveries — No significant change.
Hybrid Securities — No significant change.
State Transferable tax credits — No significant change.
Impact of Medicare Modernization Act — No significant change.

Tommyg

Note 21 - Events Subsequent

None

Note 22 - Reinsurance

A.  Ceded Reinsurance Report - No significant change.
B. Uncollectible Reinsurance — No significant change
C. Commutaton of Ceded Reinsurance — No significant change.

Note 23 - Retrospectively Rated Contracts & Contracts Subject to Redetermination

A.  Method used by the reporting entity to estimate accrued retrospective premium adjustments - No significant change.
B.  Amount of net premiums that are subject to retrospective rating features — No significant change.

Note 24 - Change in Incurred Losses and Loss Adjustment Expenses

Reserves as of December 31, 2008 were $6,434,188. As of September 30, 2009, $6,121,985 has been paid for incurred claims
and claim adjustment expenses attributable to insured events of prior years. Reserves remaining for prior years are now
$218.847 as a result of re-estimation of unpaid claims and claim adjustment expenses. Therefore, there has been $93,356 in
favorable prior year development. The decrease is generally the result of ongoing analysis of recent loss development trends.
Original estimates are increased or decreased as additional information becomes know regarding individual claims.

Note 25 - Intercompany Pooling Arrangements

No significant change.

Note 26 - Structured Settlements

No significant change.

Note 27 - Health Care Receivables

A. Pharmaceutical Rebate Receivables - No significant change.
B. Risk Sharing Receivables — No significant change.

Note 28 - Participating Policies

A. Relative percentage of participating insurance - No significant change.
B. Method of accounting for policyholder dividends — No significant change
C. Amount of dividends — No significant change.
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

NOTES TO FINANCIAL STATEMENTS

D. Amount of any additional income allocated to participating policyholders — No significant change.

Note 29 - Premium Deficiency Reserves

No significant change.

Note 30 - Anticipated Salvage and Subrogation

No significant change.
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since the prior year end unless otherwise noted.)

PART 1 - COMMON INTERROGATORIES
GENERAL

Did the reporting entity experience any material transactions requiring the filing of Disclosure of Material Transactions with the State of

Domicile, as required by the Model Act? Yes [ ] No [X]
If yes, has the report been filed with the domiciliary state? . Yes [ ] No [ ]
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
F@POTHNG MY 2 e Yes [ ] No [X]
If yes, date of change: ettt en
Have there been any substantial changes in the organizational chart since the prior quarter end? Yes [ ] No [X]
If yes, complete the Schedule Y - Part 1 - organizational chart.
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes [ ] No [X]
If yes, provide the name of entity, NAIC Company Code, and state of domicile (use two letter state abbreviation) for any entity that has
ceased to exist as a result of the merger or consolidation.
1 2 3
Name of Entity NAIC Company Code State of Domicile
If the reporting entity is subject to a management agreement, including third-party administrator(s), managing general agent(s), attorney-in-
fact, or similar agreement, have there been any significant changes regarding the terms of the agreement or principals involved? _________ Yes [ ] No [X] NA [ ]
If yes, attach an explanation.
State as of what date the latest financial examination of the reporting entity was made or is being made. 06/30/2006
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity. This
date should be the date of the examined balance sheet and not the date the report was completed or rel d. . . 04/20/2007
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or
the reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet
date). 04/20/2007
By what department or departments?
Tennessee Department of Commerce and Insurance
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial
statement filed With DePAMMENTIS? ..o ..o oo een e ee e oo Yes [ ] No [ ] NA [X]
Have all of the recommendations within the latest financial examination report been complied with?. Yes [ ] No [ ] NA [X]
Has this reporting entity had any Certificates of Authority, licenses or registrations (mcludmg corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes [ ] No [X]
if yes, give full information:
Is the company a subsidiary of a bank holding company requlated by the Federal Reserve Board?..__. Yes [ ] No [X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms?... Yes [ ] No [X]
If response to 8.3 is yes, please provide below the names and location (city and state of the main office) of any affiliates regulated by a
federal regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify
the affiliate’s primary federal regulator.]
1 2 3 4 5 6 7
Location
Affiliate Name (City, State) FRB occC TS FDIC SEC
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

GENERAL INTERROGATORIES

9.1 Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing Yes [X] No [ ]
similar functions) of the reporting entity subject to a code of ethics, which includes the following standards?

(a) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional
relationships;

(b) Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;
(c) Compliance with applicable governmental laws, rules and regulations;

(d) The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

(e) Accountability for adherence to the code.

9.11 If the response to 9.1 is No, please explain:

_________________ Yes [ ] No [X]

9.2 Has the code of ethics for senior managers been amended?

9.21 If the response to 9.2 is Yes, provide information related to amendment(s).

9.3 Have any provisions of the code of ethics been waived for any of the specified officers? Yes [ ] No [X]

9.31 If the response to 9.3 is Yes, provide the nature of any waiver(s).

FINANCIAL

10.1 Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes [ ] No [X]
10.2 If yes, indicate any amounts receivable from parent included in the Page 2 amount: $
11.1 Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made available Yes [ ] No [X]

for use by another person? (Exclude securities under securities lending agreements.) ...........ccoccoonee.

11.2 If yes, give full and complete information relating thereto:

12.  Amount of real estate and mortgages held in other invested assets in Schedule BA: ... $

13.  Amount of real estate and mortgages held in short-term investments:

14.1  Does the reporting entity have any investments in parent, subsidiaries and affiliates?

14.2  If yes, please complete the following:

1 2
Prior Year-End Current Quarter
Book/Adjusted Book/Adjusted
Carrying Value Carrying Value

14.22 Preferred Stock
14.23 Common Stock OO
14.24 Short-Term Investments e
14.25 Mortgage Loans on Real Estate
14.26 All Other .
14.27 Total Investment in Parent, Subsidiaries and Affiliates (Subtotal
Lines 14.21 40 14.26). ..o,
14.28 Total Investment in Parent included in Lines 14.21 to 14.26 above ... B e L

G B D P P

15.1 Has the reporting entity entered into any hedging transactions reported on Schedule DB? ..

15.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes [ ] No [ ]
If no, attach a description with this statement.



STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

GENERAL INTERROGATORIES

16. Excluding items in Schedule E - Part 3 - Special Deposits, real estate, mortgage loans and investments held physicaily in the reporting
entity’s offices, vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant
to a custodial agreement with a qualified bank or trust company in accordance with Section 3, {ll Conducting Examinations, F - Custodial or
Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes [ ] No [X]

16.1 For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1 2
Name of Custodian(s) Custodian Address

16.2 For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,
location and a complete explanation:

1 2 3
Name(s) Location(s) Complete Explanation(s)
16.3 Have there been any changes, including name changes, in the custodian(s) identified in 16.1 during the current quarter? ... Yes [ ] No [X]

16.4 If yes, give full and complete information relating thereto:

1 2 3 4
Old Custodian New Custodian Date of Change Reason

16.5 Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:

1 2 3
Central Registration Depository Name(s) Address
17.1 Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? .. Yes [X] No [ ]

17.2 I no, list exceptions:

11.2
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

1 Direct Business Only
2 3 4 5 5} 7 8 9
Federal
Employees |Life & Annuity
Accident & Health Benefit| Premiums & Property/ Total
Active Health Medicare Medicaid Program Other Casualty Columns Deposit-Type
States, Etc. Status Premiums Title XVII Title XIX Premiums . |Considerations| Premiums 2 Through 7 Contracts
1. Alabama AL 0
2. Alaska AK 0
3. Arizona AZ .0
4. Arkansas AR e e e e R
5. California CA 0
6. Colorado CO 0
7. Connecticut CcT 0.
8. Delaware DE 0
9. District of Columbia DC e e 0
10. Florida FL 0
11. Georgia GA Db b 0
12. Hawaii HI 0
13. Idaho ... ID Ol ]
14. lllinois | AR RN DUSRUNUU USRS SSURURUNTUUUTUURION: NOSOMUORIURUUUURUORUURY SORNOTUROPRURSRURR OSSPSR SOOI Of....
15. Indiana (S, IN [V
16. lowa 1A 0
17. Kansas KS O
18. Kentucky KY Lo 0
19. Louisiana LA 0
20. Maine ME 0
21. Maryland MD 0
22. Massachusetts MA 0
23. Michigan ME e bbb 01
24. Minnesota MN 0.
25. Mississippi MS O]
26. Missouri - MO|....... 0
27. Montana MT e b b e 0
28. Nebraska NE 01
29. Nevada NV 0
30. New Hampshire NH 0
31. New Jersey NJ | 0
32. New Mexico NM 0
33. New York NY 0
34. North Carolina NC 0
35. North Dakota ND 0
36. Ohio OH 0
37. Oklahoma OK SRR | WO—
38. Oregon OR 0
39. Pennsylvania PA [ RO ¢ I
40. Rhode Island 0L
41. South Carolina sC L
42. South Dakota sD 0
43. Tennessee TN L. 31,838,014 31,838,014 1
44. Texas TX 0
45, Utah UT 1. 0
46, Vermont ... ... VT 0
47. Virginia VA 0f.....
48. Washington WAL e f b O
49. West Virginia WV O
50. Wisconsin wi O b
51. Wyoming wY 0
52. American Samoa AS | 0
53. Guam GU 0
54. Puerto Rico PR 0
55. U.S. Virgin Islands \Y 0
56. Northern Mariana Istands MP o e e O
57. Canada CN 0
58. Aggregate Other Alien (o) N N XXX 0 0 0 0 0 0 0
59. Subtotal ... XXX Ob .. 0] 31,838,014 0 [V 01.31,8380141 .0
60. Reporting entity contributions for
Employee Benefit Plans____.__...._.| ... XXX ] 0
61. Total (Direct Business) (a) 1 0 31,838,014 0 0 0] 31,838,014 0
DETAILS OF WRITE-INS
5801. XXX
5802. XXX
5803 XX b
5898. Summary of remaining write-ins for
Line 58 from overflow page XXX 0 0 0 0 0 [V R 0
5899. Totals (Lines 5801 through 5803
plus 5898) (Line 58 above) XXX 0 0 0 0 0 0 0

(a) Insert the number of L responses except for Canada and other Alien.
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LL.C

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of business

for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a “NONE” report and a bar code will be printed below.
If the supplemental is required of your company but is not being filed for whatever reason enter SEE EXPLANATION and provide an explanation following the interrogatory
questions.

RESPONSE

1. Will the Medicare Part D Coverage Statement be filed with the state of domicile and the NAIC with this statement? NG

Explanation:

Bar Code:

00 0o 0 0 2 0O 0O 9 3 6 5 0 0 0 0 3

-
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

OVERFLOW PAGE FOR WRITE-INS
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

SCHEDULE A - VERIFICATION

Real Estate

1 2
Prior Year Ended
Year to Date December 31
1. Book/adjusted carrying value, December 31 of prior year ._| 0 0
2. Cost of acquired:
2.1 Actual cost at time of acquisition 0
2.2 Additional investment made after acquisition et 0
3. Current year change in encumbrances...... 0
4. Total gain (loss) on disposals SRS 0
5. Deduct amounts received on dlsposa[s ,,,,,,,,, 0
6. Total foreign exchange change in book/adjusted carrying value 0
7. Deduct current year's other than temporary impairment recognized ... 0
8. Deduct current year's depreciation . 0
9. Book/adjusted carrying value at the end of current period (Lines 14#2+3+4-5+6-7-8). .l 0 Jeec e 0
10. Deduct total nonadmitted amounts, 0 0
11. Statement value at end of current period (Line 9 minus Line 10) 0 0
. .
SCHEDULE B - VERIFICATION
Mortgage Loans
1 2
Prior Year Ended
Year to Date December 31
1. Book value/recorded investment excluding accrued interesjec 0 0
2. Cost of acquired:
2.1 Actual costattimeofacquisition ... SNGE #f B NN N | 0
2.2 Additional investment made after acquisition . 0
3. Capitalized deferred interest and other 0
4. Accrual of discount ... e 0
5. Unrealized valua’non increase (decrease) OSSOSO ROV UO DSOS 0
6. Total gain (10ss) ON diSPOSAIS. . ... et 0
7. Deduct amounts received on dlsposais AAAAAAAA SOV SRS U RURUOTUTUPUNY SOOI 0
8. Deduct amortization of premium and mortgage interest points and commitment fees............... 0
9. Total foreign exchange change in book value/recorded investment excluding accrued interest 0
10. Deduct current year's other than temporary impairment recognized 0
11. Book value/recorded investment excluding accrued interest at end of current perlod (Lines 1+2+3+4+5+6-7-
B0 0o eeeeeeeee e 0 0
12. Total valuation allowance. .. -0
13. Subtotal (Line 11 plus Line 1 et e e 0f..... 0
14. Deduct total nonadmitted amounts. ... 0 0
15. Statement value at end of current period (Line 13 minus Line 14) 0 0
SCHEDULE BA - VERIFICATION
Other Long-Term Invested Assets
1 2
Prior Year Ended
Year To Date December 31
1. Book/adjusted carrying value, December 31 of prioryear.. SS%h B8 (F . W0 Q. B Bams oo 0 0
2. Cost of acquired:
2.1 Actual cost attime ofacquisition B G WS- fe
2.2 Additional investment made after acquisition
3. Capitalized deferred interest and other
4. Accrual of diSCOUNT .. e
5. Unrealized valuation increase (decrease) ,,,,,,,,,,,,,,,,,,,,,,,,
6. Total gain (loss) on disposals ...
7. Deduct amounts received on disposals. e e
8. Deduct amortization of premium and depreciation SRS HUUO USSR O
9. Total foreign exchange change in book/adjusted carrying value ...................
10, Deduct current year's other than temporary impairment recognized..
11. Book/adjusted carrying value at end of current period (Lines 1+2+3+4+5+6-7-8+9-10)._.. 0.
12. Deduct total nonadmitted amounts e e e 0
13. Statement value at end of current period (Line 11 minus Line 12) 0
Bonds and Stocks
1 2
Prior Year Ended
Year To Date December 31
1. Book/adjusted carrying value of bonds and stocks, December 31 of prior year 1,950,532
2. Cost of bonds and stocks acquired..
3. Accrual of discount..
4. Unrealized valuation increase (decrease)..
5. Total gain (loss) on disposals. 0
6. Deduct consideration for bonds and stocks disposed Of ... e emeeneeenee e 3,025,000
7. Deduct amortization of premium......... 31,640 36,507
8. Total foreign exchange change in book/adjusted carrying value. ... e 0
9. Deduct current year's other than temporary impairment recognized...............ooccroeocceec e
10. Book/adjusted carrying value at end of current period (Lines 1+2+3+4+5-6-7+8-9).. 1,918,892 1,950, 532
11. Deduct total nonadmitted amounts..... . 0
12. Statement value at end of current period (Line 10 minus Line 11) 1,918,892 1 ,950,532
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STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

Schedule DA - Part 1

NONE

Schedule DA - Verification

NONE

Schedule DB - Part F - Section 1

NONE

Schedule DB - Part F - Section 2

NONE

Schedule E Verification

NONE

Schedule A - Part 2

NONE

Schedule A - Part 3

NONE

Schedule B - Part 2

NONE

Schedule B - Part 3

NONE

Schedule BA - Part 2

NONE

Schedule BA - Part 3

NONE

SI103, S104, S105, S106, EO1, EO02, EO3



STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

Schedule D - Part 3

NONE

Schedule D - Part 4

NONE

Schedule DB - Part A - Section 1

NONE

Schedule DB - Part B - Section 1

NONE

Schedule DB - Part C - Section 1

NONE

Schedule DB - Part D - Section 1

NONE

EO4, EO5, EO6, EO7



STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, LLC

SCHEDULE E - PART 1 - CASH

Month End Depository Balances

1 2 3 4 5 Book Balance at End of Each 9
Month During Current Quarter
Amount of Amount of 6 7 8
Interest Interest
Received Accrued at
Rate During Current
of Current Statement
Depository Code Interest Quarter Date First Month Second Month | Third Month | *
US Bank oo Nashville TN [l [ 20,000,457 1 . 19,015,406 | 18,925,283 FXXX
0199998  Deposits in ... depositories that do
not exceed the allowable fimit in any one depository
(see_Instructions) - Open Depositories XXX XXX XXX
0199999 Totals - Open Depositories XXX XXX 20,070,457 19,015,406 18,925,283 | XXX
0399999 Total Cash on Deposit XXX XXX 20,070,457 19,015,406 18,925,283 | XXX
0499999 Cash in Company’s Office XXX XXX XXX XXX XXk
0599999 Total Cash XXX XXX 20,070,457 19,015,406 18,925,283 | XXX

EO8




STATEMENT AS OF SEPTEMBER 30, 2009 OF THE Premier Behavioral Systems of Tennessee, L.LC

Schedule E - Part 2 - Cash Equivalents

NONE

EO09
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