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STATEMENT AS OF MARCH 31, 2009 OF THE Preferred 1-Jealth Partnership or Tennessee, Inc. 

~---~-----------_!-lABILITIES, CApiTf\L AND SURPLUS 
Currenll'eriod -- ----P·r-io-r -Ye_a_r --. 

2 3 4 
----------------- __ _:C~'oo::v~e:.:_rc~d~---II--~U:!.!r~lc:':o~v~er~_.,e~d~- ----~~----- ________ T~o~t~a'~----

Claims unpaid (less $ reinsurance ceded) 

7. 1\r.crued medical Incentive pool :.orul b<JilUS arnounls . 

3 Unpaid claims adjustment expenses 

4 A!Jgr P.Qate he:~lth policy reserves 

5. flggregRte life policy re~erves .. 

G. Proparty/casualty unearned prerniurn reserve 

7 1\ggregRio health dRhn reserves. 

B. Premiurns received in advance .. 

9 General e~penses due or accmed ... 

111 1 Curront fP.deral and foreign income t;u rmyable a rut h>lerest !hereon (including 

$ ........ on rel!liJed Q'lln~ (losses )I 

10.2 Net deferred tax liabilily_. 

11 Ceded reinsuranc~ prerniun1s pay:1ble 

1:? 1\rnounl~ wilhheld or retained lor lhe account 1Jf <Jiher s 

I :1 llemlllances arul Items not nllocated 

1·1. OorrOWP.d rnormr (lndtrdlrf9 $ 

intmP.sl lhme<ln $ 

$ current) 

(Including 

15 /\mounts duo lo par en!. subsidiAries and affiliates . 

16. Payable for ser.ur ities 

17 Funds held u11der rein~umnre t~<~atie5 wilh ($ 

cmrl!lll)and 

aulhotiZP-d rflins.urers and $ unaulhoriled 

reinsurers) 

Hl P.ein~ur:mee in unauthc-rized compAnie!':. 

l!l. Net ndjustrnent~ in assets an<l liabililiP.s due lo foreignaxchange rates .. 

20. Uabllily lor amounts held unriP.r uninsurP.d plans . 

:? I. J\ygreg<~le write in!l for o!lrP.r liabilitie~ (including $ 

current) 

22. ·1 otnlliabililies (lines I to 21) 

23 llggreg'ile wriiP. ins for ~JlP.Ci1ll ~urplu~ frrruJs 

2·1 Comm{ln capital stock 

2!;. l'rolmred c>~piiRI sloe~ 

2G. Gross p;>ld in ;md contrihrrtP.d surplus 

21 Surplus uotes 

2R 1\!J!Jt~gale wrlle-ins lo• olh<>r than Sll<!cial surplus huuts 

2<1 UnassiynP.d fund~ (~urplus}. 

3n I P.SS lro~sury stock, at cost: 

311.1 shares common (value Included In I lne 2·1) 

$ 

30.2 share<; pr~lencd {value Included iu Uno 25) 

0 

0 

.. 0 

0 

..0 

..... 0 

.. .11 

. .. 0 

]8 

... II 

. ...... 0 

0 

0 

() 

......... 0 

. 3, 136.326 

0 

.0 

0 

.. II 

0 

U63.939 

.. 8,500,31:1 

XXX 

XXX 

XXX 

XXX 

XXX. 

XXX 

XXX 

.XXX. 

0 

0 

.XXX 

XXX. 

. XXX . 

x.xx 
XXX 

XXX 

XX.'< 

XXX 

0 

0 

0 

0 

0 1--

0 

0 

0 

18 

............ 0 

...... 0 

0 

0 

0 

0 

.. 3,136.326 

II 

0 

ll 

0 

(! 

5.363.939 

.. 1!.500.343 

0 

1.000 

(I 

61,379,848 

0 

.0 

(f5.:l/A.:H6) 

() 

() 

0 

0 

.II 

(l 

() 

II 

ll 

.. 17 .!l49 

II 

0 

... 0 

.0 

0 

... 0 

...... 3,624,467 

II 

0 

.0 

II 

.0 

6,859,fi/8 

12 ,501,7!14 

0 

1,000 

0 

... 61 ,37!1.848 

.II 

0 

( 16,6!19.051) 

0 

$ XXX . XXX 0 

31 lotnt Cl>pllal and surplus {llnos 23 lo 29 minus line 3(1} XXX XXX ....... A6 ,002,502 4~ ,681.797 

32. Total liabilities, capital and surplus {Un~s 22 and 31) ___________ 1 ___ ..!;XX=X'---- ----~x_,___-j~---5=-4'-''-"'50:..::2e!..8=-4=-5 ---~5::_7_,_,1~8~3_,__:.5:::9.:.1_1 
OETI\ILS 01" WRITE-INS 

:711J1 Accrunrl Run-Out Cost~ 

2102 Uw:lnime<l Prr>perty 

2103. 

5 ,2•14 ,5!12 

ll!J .3~/ 

... 5.24-1.592 

1 19,3~1 

8 .1·10 .Hili 

118,691 

21~0 Summary of renmlulug wtile-lns fnrline 21 frnm overflow page ....... 0 0 0 (1 

21!19. Tok'lls(llnes 2101l!uu 2103plus 21~!!lill!i!.!n~e.!:2.!.1.ea!:'!bo!!v~eL) _______ 1 ___ _,5«·~36!.~ _______ _::O:..l-----"-5_,_,,3'-"6-"-3'-",9-"-39-:..t----'8:.!'-"'8:-"'-'9'-'-.6:::7_;:_8 

2101. XXlC .. 

2307 ...... XXX. 

2303. XXX 

2398. Surnrnary of rernainim;r wrile-ins lor line 23 from overflow p11ge 

2399. T~~ls (Lines 2301 lhru 2303 plus 239!!)_(1_1ne 23 above), _________ 
1
;;= 

2801. 

2002. 

2803 

2!196 Summary of rernalnitf9 woile-lns lor Uno 20 lrnrn overflow l':>qe 

XXX 

..... XXX ............ . 

XXX. 

XXX. 

.XXX 

.. XXX. 

XXX 

XXX .. 

X.'<X 

XXX 

..... xx.·c ....... . 
.. XX.'<. 

XXX. 

.XXX ..... 

II 

0 

. . ~ 

() 

0 

. XXX. 0 0 

28~19. Totnls (Lines 2801\hru 2803 p_!!Js 28~_H!;Ir1C 2B above) _______ _L_ __ ~XXX~---L---~~~-!.-.-~L-_______ 0 .1------~0J 
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STATEMENT AS OF MARCII31, 2009 OF TUE Preferred Health Partnershir• of Tennessee, Inc. 

STATEMENT OF REVENUE AND EXPENSES 

Current Year 
To Date 

2 
Uncovered Tot11l 

Prior Yenr To 
Date 

3 
Total 

Prior Year 
Ended 

December 31 ., 
lolal 

I. Member Monlh!l.. ....... .. ........ .. . ... ...... ...... .. .. . . .... .. . ........ ...... . . ....... .. . ........... .l<XX......... . ............................ 0 ............................ 0 ............ ........ .. . ... 0 

2. l~el premium Income (Including$ ................................... non-l~allh premium Income)...... . ............ XXX ....................................... 0 ..........•............... 0 ........................... .0 

3. Change in unearned premium reserves ami reserve for rnte aedils .. . . . .... . ................. . .. ... . .......... XXX.......... . .......................... 0 . ....... . ............... 0 ........................... 0 

.... Fee-lor-service (nel or$ ············· .. . .... ··············· medlr,nl I!Xpt!IISes). .......................... ...... . ............ XXX ········· ........................... 0 ............................ .0 ·················· ........ 0 
5. Risk revenue ................................. ... ............................................................ ... . . . ........... ... ..... ...... . ............ XXX....... .. . ........................... 0 .......... 0 ... 0 

6. 1\ggregale \\'Tile· Ins lor olher henllh c11ro 10laled revenues........ ..................... ................ ....... . ............ XXX ......... . ............................ 0 .......... .0 .......................... 0 

7. 1\ggregnte wrile-lns lor other non-hcnllh re11enues ............................................................................ XXX......... . ........................... 0 ........................ 0 .......... 0 

.......... 0 8. lola! re•Jenues (Unos 2to 7} ...............................................................................................................•... XXX ................................... .0 ........................... 0 

I luspltal and Medical: 

9. llospllallmedlcal benelils ........... . 
. ......... (3.·196.395) .................. 0 ····· ......... (53.9f>6) 

10. Olher professional r,ervices ......................................................................................................................................................... .0 .......................... 0 ........................ .0 

II. Outside referrals .• ..... .. .. . ........................ .. ..................... .... ........... ............ ...... ..... .................... .. ...... ....... ............... ......... . ........................... 0 ............................ 0 ........................... .0 

12. Emorgency rountmlll out-of-men............................................................................................ ................................ . .......................... .0 ............................ .0 ............................ .0 

13. Pre~:criptlon drugs................................................................................................................ . ........................................................ 0 ........................... 0 ............................ 0 

1•1. 1\g!frcgale write-Ins for oUter IIOSJrllal and medical. ..... ... . ...... .. .•.... ...... ... ................... .................... ..0 .......................... 0 .............. ( 114,005) ...........•... ( 170 .659) 

15. lnccnlive pool, withhold adjuslrnenls nnd bonus amotrnts ...•.............................................................................................................. .0 ............................ .0 ............................ 0 
16. Sublotat (lines !I to 15) .................................................................................................................................. .0 ........... (3.·100,395) ............... (114.665) •.............. (224.625) 

less: 

17. Net relnsurancorocuveries ................................................... ································-·················· .......................................................... 0 ....•....................... .0 ........................... 0 

18. Tolnl hospital nml medical (lines 16 minus 17} ........................ ······················-················· .......................... 0 ........... (3.·100,395) ............... {114.665) .•............. (l24.625) 

19. Non·heallhcloims(net). ........................................................•................................................................................................................. 0 ............................ 0 ............................. 0 

20. Claims alfjuslrncntexpenses, lncludin!J S ·····'·········· ................. cost conlalnrnenl expenses. . .........•................. 0 ................ 553.568 ......•............ {6,110) 

21. General "lfministrallve expenses..... . ........................... ... ...... . .. . ....................................... . . ................ 305,550 .•.......... 1.4GUBO ........... {3.141,243) 
22. lncrense In reserves lor lire and accldenland heallh conlrllcls Including 

$ ....................................... lncrcnso In reserves lor life only).... . .............. ................... ........... . ............................................................ 0 ............................. 0 ............................. 0 

23. Tolnl underWJIIIng doduclions (Lines Ill through 22) ......................................................................................... 0 ........... (3. 1!.10.845) ..•.......... 1.913.683 ........... (3,371.978) 

24. Nelunderwrlllng gnin or (loss) (IJnes R minus 23) ....................................................................... XXX......... . ............ 3,190.845 .......... ( 1,913.61:13) ........... 3,311,978 

2!i. Not lnvestmentlncornc earned ..............•............................................... ············-····· .......... . ······•··········· .....................•...... 391.524 ... 512.519 ............. 2.992.7.71 
26. tlolrealized capital goins (losses) less car>llal gains lnx of S ................................................ . ..................... . .......................... 0 .................. 73,9H .......... (2.730,798) 

27. Net lnveslnii!IIIUnhm (losses) (l.lroes n; plus 26) .................................................................... . ···················· ······ 0 ················ 3!11,5?.•1 ......... ······ 6·16,463 ................. 161.·178 

2R. Nel !f&ln or (loss) lrorn agents' m premium balances cluugcd off ((amounlrecovered 

$ ... ) (armrunt chnrged oil $ ....... ........ ... .. . .............................. . ..................................... 0 ........................... 0 ················. .. 0 

29. 1\gnregale wrlll! ln5 fm other lnconm or expenses ................................................................. . . .................... ······ 0 ........................... 0 ······················· .... !! ................. 1'5 .(v.Kl 

:10. Nellncorne m (loss) nller capilnl gains tnx nnrl beloro nil oiiH!r f!!dmnllncome ta~es (lines 
2-1 plus 'J.7 phm 28 plus 2!:1) .. ... .. ....... . . ... ... . . ... . .. ... . .. . .................. ... ..... . . ........ ................ ... . . ............ XXX ...................... 3.582,369 . ········· ( 1.7.67 .2211) ............ 3.658,456 

3 I. l'odeml and lorelpn Income I axe~ Incurred ............................................. . ............. XXX ...................... 2 ,261,199 . ... (430.855) ......... ( 1.525.738) 

32. Nollncornc (loss) {lines 30 minus 311 XXX 1.321,170 1836 365' 5,184.194 

DETI\ILS OF WRHE·II~S 

0601. 

0602. 

060.3. 

··················································································· ............. XXX ........................................... ··········•····· ............. ·············· ............. . 
. .......................................................................................... XXX ....... . 

. .......................................... XXX ... 

0698. Surmnary of rr.malninp wrlle-lns lm I.IM 6 from over II ow page ........... . ............ XXX .................................... 0 ........................... 0 . ······ .. 0 
0699. Tolols (lines 0001 tluough 0603 plus 0098) (Uno 0 above) ---------------1---~xxx~--- 0 0 0 

0701. 

0702. 

070:1. 

0798. Summary of rcrnnlnlng \'nile-Ins lm line 7 from overllow p01ge .......................................... . 

0799. lolols (lines 070 I lhrough 0703 plus 0798) (line 7 obovt&__. __________ _ 

1401. Rocove1 ies ............................... . 

1402. 

1-103. 

............. XXX. 

. .......... :.XXX .. . 

. ............ X..'<X... ···•·········•··· ··-·········-· ..•..•....................................•........ 

. ............ XXX........... ......... . .......... 0 ............... 0 ........................... 0 

XXX 0 0 0 

············· ( 11·1.665) ............. { 170.659) 

1491\. Su~nmaryolromainlngYotl!e-lnslorUn'.! 14fromovorllowpage ...................................................................... 0 ............................ 0 ............ 0 ......................... 0 

1499. Tolals {Lines 140 I through 1-103 P!!!lus~l4~9~!lluf.!:!ll~ne=-.!..'.!1<1!..!a!2bo~v~ol..) -,----------l·----...:!..o.1 _____ .::.o.1 ___ :L.:( 1..:..14:....•::::665::::lr1 ___ J,.;( 1:.:..70::..!'.;;;65=911 
2901. Miscellaneous lncQI1:C ............. . 

2902. 

29113. 

2991\. Sumrnnry of remaining write-In!\ lor Uno 29 lrom ovcrllow page 

2999. T olals (lines 290 I lhruuah 2!103 11lus 2998) (line 29 above) 

4 

················ ................•.................... .0 

···················· .... 0 ............................ 0 ......................... 0 

0 0 0 

.25.000 

.0 

25.000 



STATEMENT AS OF MAnCI·I J·l, 2000 OF THE Preferred Health Pa1·tnershi1> of Tennessee, Inc. 

CASH FLOV\f ----·------- ---------- --------- ____ 2' ___ _ 

I. Prc~r~iums collected net ol reinsurance. 
2. Not Investment lncorno 

3. Miscoll;.•toou:; incorne ....... . 

Cnsh hom Otu!rntlons 

•I. I olnl (Unos t to 3) .......... .. ........................ . 
5. Benelil and loss related rmyments ................................. .. 
1\. Net trnnslms to Separate Acr.ounts. Sc!JrO(tllled Accounts and l'rolecled Cell/\crounls .... .. 
1 Conunls~ions, e~pen!'es paid amlag!:J•cnnto v.tile-lns lor dedur.•lons . .. .................... .. 
ll Divldemls paid to policyholders.... . ............................ .. 

\1 Fedrmll ond foreign income IA~ns p11ld (rer.o•1ered) ncl of$ .. In~ 011 catJital gains (losses) 

HI. I otal (lines 5 through 9} ............ .. 

II Net cash !rom opemlions {Uno 4 minus Une 10) ........................ .. 

Cash horn Investments 
12. l'rocemls lrnrnlnvcslrncnts sold. rnnlu•ed m reraid· 

12.1 llonds ................................. . 
12.2 Stocks 

12.3 Mmi!J!!QP. lo:tns ................. . 
12.•1 ll.enl et.talf! ........................... .. 
12.5 Other invested assets .. 

12.6 Net gllins or (lossr}S) on cash. ca~h equivalent!; mul short-trnrn Investments ................................... . 

12.7 Miscellaneous proceeds . . ............................... . 
12.0 I otnl investment proceeds (Unes 17.. 1 to 12 7) .................... .. 

t:1 Cost of investments acquired (long-term only): 
13.11.londs .... . 

13 2 Stocks .................... . 
t 3 3 Mortgage loans ..... . 
13.'1 H•~al ostatc ............ . 
t3.!i Other lnvl.'sted as">ets 

13.1i Miscellaneous !'pJIIiCalions .............................................. .. 

Current Year 
IoDate 

Prior Year Ended 
Oecern!Jer 3 1 

"" ........... 0 """"'"""" (5 ,903.5('0) 
... 325,716 ...... 3.595,617 

0 0 
325,716 ( ~~ 301 ·11~~, 

~==-(3.4!16,395) ...... (230.735) 
.. ................... 0 ... ll 

. ..................... 332.011 .. (2 ,918.124) 
..... ...... .... . .... 0 I) 

___ _b?G1,199 ___ _(1~25 .l;,J§) 
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STATEMENT AS OF MARCH 31, 2009 OF THE Preferred Health Partnership of Tennessee, Inc. 
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ST.A.Tc:VIENT AS OF ,\larch 31. 2009 of :r.e PRE:=ERRED HE.I' .. L TH PARTNERSHIP OF TENNESSEE. INC. 

EXHIBIT 2- ACCIDENT AND HEALTH PREMIUMS DUE AND UNPAID 
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STAT=:MENT .~S OF March 31.2009 of :he P~Ef::KRED 1-iE~LTH PARTNERSf-:IF OF T=:NNESSE=:. INC. 

EXHIBIT 3- HEALTH CARE RECEIVABLES 
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STATEMENT AS OF March 31, 2009 of the PREFERRED HEALTH PARTNERSHIP OF TENNESSEE, INC. 

EXHIBIT 5- AMOUNTS DUE FROM PARENT, SUBSIDIARIES AND AFFILIATES 

1 2 3 4 5 6 Admitted 
7 8 

Name of Affiliate 1-30 Davs 31-60 Days 61-90 D~ Over90 Days Nonadmitted Current Non-Current 
Individually listed receivables 

Preferred Health Partnership Companies, Inc 
Cariten Insurance Company 
Cariten Health Plan, Inc. 

0 

0199999 - Total Individually Listed Receivables 0 0 0 0 0 0 0 

0299999 - Receivables not individually listed 

0399999 - Total gross amounts receivable 0 0 0 0 0 0 0 



STATEMENT AS OF MARCH 31, 2009 OF THE Preferred Health Partnership of Tennessee, Inc. 

NOTES TO FINANCIAL STATEMENTS 

I. Summarv of Sjgnjficant Accounting Policies 

A. Accounting Practices 

The financial statements of the Company are presented on the basis of accounting practices prescribed or permitted by the 
Tennessee Department of Insurance. 

The Tennessee Insurance Department recognizes 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 Pf\lctices and Procedures manual (NAIC SAP) has been adopted as a component of prescribed or permitted 
practices by the state of Tennessee. The Commissioner oflnsurance has the right to permit other specific practices that deviate 
from prescribed practices. No deviations currently exist. 

A reconciliation of the Company's net income and capital and surplus between NAIC SAP and practices prescribed and 
permitted by the state of Tennessee is shown below: 

State of 2009 2008 
Domicile 

I. Net Income Tennessee basis TN $ I 321 170 $ 5 184,195 
2. State Prescribed Practices (Income): TN - -
3. State Permitted Practices_(lncome): TN - -
4. Net Income NAIC SAP TN $ 1 321 170 s 5 184,195 

5. Statutory Surplus, Tennessee basis TN $ 46002 502 $ 44 681 797 
6. State Prescribed Practices (Surplus): TN - -
7. State Permitted Practices (Surplus): TN - -
8. Statutory Surplus NAIC SAP TN $ 46002 502 $ 44 681 797 

B. Use of Estimates in the Preparation of the Financial Statements 

The preparation of financial statements in conformity with Statutory Accounting Principles requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities. It also requires disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the 
period. These estimates are based on knowledge of current events and anticipated future events, and accordingly, actual results 
could differ from those estimates. 

C. Accounting Policy 

Short-term investments include investments mainly in U.S. Government obligations with a maturity of twelve months or less 
from the date of purchase. Short-term investments are recorded at amortized cost. The carrying value of short-term 
investments approximates fair value due to the short-term maturities of the investments. 

Investments are valued and classified in accordance with methods prescribed by the NAIC. Bonds with an NAIC rating of I 
or 2 are carried at amortized cost, with all other bonds being recorded at the lower of amortized cost or fair value; redeemable 
preferred stocks are carried at amortized cost; and non-redeemable preferred stocks are carried at fair value. 

The Company regularly evaluates investment securities for impairment. The Company considers factors affecting the 
investee, factors affecting the industry the investee operates within, and general debt and equity market trends. The Company 
also considers the length of time an investment's fair value has been below carrying value, the near term prospects for 
recovery to carrying value, and the Company's intent and ability to hold the investment until maturity or market recovery is 
realized. If and when a determination is made that a decline in fair value below the cost basis is other-than-temporary, the 
related investment is written down to its estimated fair value through earnings. 

Amortization of bond premium or discount is computed using the scientific interest method. 

Income from investments is recorded on an accrual basis. For the purpose of determining realized gains and losses, the cost of 
securities sold is based upon specific identification. Investment income due and accrued over 90 days past due is 
nonadmitted. 

The Company recognizes an asset or liability for the deferred tax consequences of temporary differences between the tax bases 
of assets or liabilities and their reported amounts in the financial statements. The temporary differences will result in taxable 
or deductible amounts in future years when the reported amounts of the assets or liabilities are recovered or settled. 

Premiums are reported as earned in the period in which members are entitled to receive services, and are net of retroactive 
membership adjustments. Retroactive membership adjustments result from enrollment changes not yet processed, or not yet 
reported by an employer group or the government. Premiums received prior to such period are recorded as advance 
premiums. 

Benefits incurred and loss adjustment expenses include claim payments, capitation payments, pharmacy costs net of rebates, 
allocations of certain centralized expenses, legal and administrative costs to settle claims, and various other costs incurred to 
provide health insurance coverage to members, as well as estimates of future payments to hospitals and others for medical care 
provided prior to the date of the statements of admitted assets, liabilities and surplus. Capitation payments represent monthly 
contractual fees disbursed to participating primary care physicians, and other providers who are responsible for providing 
medical care to members. Pharmacy costs represent payments for members' prescription drug benefits, net of rebates from 
drug manufacturers. 
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STATEMENT AS OF MARCH 31, 2009 OF THE Preferred Health Partnership of Tennessee, Inc. 

NOTES TO FINANCIAL STATEMENTS 
The estimates of future medical benefit payments are developed using actuarial methods and assumptions based upon claim 
payment patterns, medical cost inflation, historical development such as claim inventory levels and claim receipt patterns, and 
other relevant factors. Corresponding administrative costs to process outstanding claims are estimated and accrued. Estimates 
of future payments relating to services incurred in the CUJTellt and prior periods are continually reviewed by management and 
adjusted as necessary. 

The Company assesses the profitability of its contmcts for providing health insumnce coverage to its members when current 
operating results or forecasts indicate probable future losses. The Company records a premium deficiency liability in current 
operations to the extent that the sum of expected future medical costs, claim adjustment expenses and maintenance costs 
exceed related future premiums. Investment income is not contemplated in the calculation of the premium deficiency liability. 

Management believes the Company's benefits payable and loss adjustment expenses are adequate to cover future claims and 
loss adjustment expense payments required, however, such estimates are based on knowledge of current events and 
anticipated future events, and therefore, the actual liability could differ from the amounts provided 

2. Accounting Changes and Coaections of Errors 

Not Applicable. 

3. Business Combinations and Goodwill 

A. Statutory Purchase Method 

Not Applicable. 

B. Statutory Merger 

Not Applicable. 

C. Assumption Reinsumnce 

Not Applicable. 

D. Impairment Loss 

Not Applicable. 

4. Discontinued Operations 

Not Applicable. 

S. Investments 

A. Mortgage Loans, Including Mezzanine Real Estate Loans 

Not Applicable. 

B. Debt Restructuring 

Not Applicable. 

C. Reverse Mortgages 

Not Applicable. 

D. Loan-Backed Securities 

Not Applicable. 

E. Repurchase Agreements 

Not Applicable. 

F. Real Estate 

Not Applicable. 

G. Low-Income Housing Tax Credits (LIHTC) 

Not Applicable. 

6. Joint Ventures. Partnerships and Limited Liability Companies 

A. The Company has no investments in Joint Ventures, Partnerships or Limited Liability Companies that exceed 10.0 percent of 
its admitted assets. 

B. The Company did not recognize any impairment write down for its investments in Joint Ventures, Partnerships and Limited 
Liability Companies during the statement periods. 

7. Investment Income 

A. Due and accrued income was excluded from surplus on the following basis: 

10.1 



STATEMENT AS OF MARCH 31, 2009 OF THE Preferred Health Partnership of Tennessee, Inc. 

NOTES TO FINANCIAL STATEMENTS 
All investment income due and accrued with amounts that are over 90 days past due with the exception of mongage loan 
default. 

B. The total amount excluded was $0. 

8. Derivatjye Instruments 

Not Applicable. 

9. Income Taxes 

No material change since year-end December 31, 2008. 

10. Information Concerning Parent. Subsjdjaries and Affiliates 

Not Applicable. 

II. ~ 

A. Capital Notes 

The Company has no capital notes outstanding. 

B. All other Debt 

The Company has no debentures outstanding. 

The Company does not have any reverse repurchase agreements 

12. Retirement Plans. Deferred Compensation. Postemplovment Benefits and Comnensated Absences and Other Postretirement Benefit 
~· 

A. Defined Benefit Plan 

Not Applicable. 

B. Defined Contribution Plan 

Not Applicable. 

C. Multiemployer Plans 

Not Applicable. 

D. Consolidated/Holding Company Plans 

The Company employees are eligible to panicipate in the Humana Retirement and Savings Plan ("the Plan"), a defined 
contribution plan, sponsored by Humana Inc. The Plan maintains two accounts, the Savings Account and the Retirement 
Account. 

Humana Inc.'s total contributions paid to the Savings and Retirement accounts of the Humana Retirement and Savings Plan 
were $78.0 million for 2008. As of December 31, 2008 the fair market value of the Humana Retirement and Savings Plan's 
assets was $1.0 billion. 

E. Post Employment Benefits and Compensated Absences 

Not Applicable. 

F. Impact of Medicare Modernization Act on Postretirement Benefits (INT 04-17) 

Not Applicable 

13. Canital and Sumlus. Shareholders' Dividend Restrictions and Ouasi-Reomanjzatjons 

I) The company has $.0 I par value common stock with I 00,000 shares authorized and 90,200 shares issued and outstanding. 
2) The Company has no preferred stock outstanding. 

3) Dividends are non cumulative and are paid as determined by the Board of Directors. Dividends are subject to the approval of 
the Department of Insurance if such dividend distribution exceeds the greater of the Company's prior year net operating 
profits or ten percent of policyholders surplus funds derived from realized net operating profits. 

4) Within the limitations of (3) above, there are no restrictions placed on the ponion of Company profits that may be paid as 
ordinary dividends to stockholders. 

5) There were no restrictions placed on the Company's surplus, including for whom the surplus is being held. 
6) Not Applicable. 
7) Not Applicable. 
8) Not Applicable. 
9) Not Applicable. 
I 0) Not Applicable. 
I I) Not Applicable. 
12) Not Applicable. 

14. Contingencies 
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STATEMENT AS OF MARCH 31, 2009 OF THE Preferred Health Partnership of Tennessee, Inc. 

NOTES TO FINANCIAL STATEMENTS 
A. Contingent Commitments 

Not Applicable. 

B. Assessments 

Not Applicable. 

C. Gain Contingencies 

Not Applicable. 

D. Claims related extra contractual obligation and bad faith losses stemming from lawsuits 

Not Applicable. 

E. All Other Contingencies 

During the ordinary course of business. the Company is subject to pending and threatened legal actions. Management of the 
Plan does not believe that any of these actions will have a material adverse effect on the Company's surplus, results of 
operations or cash flows. However. the likelihood or outcome of current or future legal proceedings cannot be accurately 
predicted, and they could adversely affect the Company's surplus, results of operations and cash flows. 

The Company is not aware of any other material contingent liabilities as of March 31, 2009. 

15.~ 

A. lessee Operating Lease 

Not Applicable. 

B. Other Leases 

Not Applicable. 

16. Information about Fjnanciallnstrnments With Off-Balance Sheet Risk and Financial Instrnmenl~ With 
Concentration of Cres!it Risk 

I) The Company has no investment in Financial Instruments with Off Balance Sheet Risk. 

2) The Company has no investment in Financial Instruments with Concentration Credit Risk. 

17. Sale. Transfer and Servicing of Fjnancjal Assets and Extinguishments of Liabilities 

A. Transfers of Receivables Reponed as Sales 

Not Applicable. 

B. Transfer and Servicing of Financial Assets 

Not Applicable. 

C. Wash Sales 

Not Applicable. 

18. Gain or L.oss to the Reponing Entity from Uninsured Plans and the Uninsured Ponion of Partially Insured 
~ 

A. ASOPlans 

Not Applicable. 

B. ASC Plans 

Not Applicable. 

C. Medicare or Other Similarly Structured Cost Based Reimbursement Contract 

Not Applicable. 

19. Direct Premium Written/Produced by Managing General Ageots/Jbird Partv Administrators 

Not Applicable. 

20. Other Items 

A. Extraordinary Items 

Not Applicable. 

B. Troubled Debt Restructuring 

Not Applicable. 
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STATEMENT AS OF MARCH 31, 2009 OF THE Preferred Health Partnership of Tennessee, Inc. 

NOTES TO FINANCIAL STATEMENTS 

C. Other Disclosures 

Not Applicable 

D. Disclose the nature of any portion of the balance that is reasonably possible to be uncollectible for assets covered by SSAP 
No. 6, Un~llected Premium Balances, Bill Receivable for Premiums, and Amounts Due From Agents and Brokers, SSAP 
No. 47, Unmsured Plans, or SSAP No. 66, Retrospectively Rated Contracts. 

Not Applicable. 

E. Business Interruption Insurance Recoveries 

Not Applicable. 

F. State Transferable Tax Credits 

Not Applicable. 

G. Hybrid Securities 

Not Applicable. 

H. Subprime Mortgage Related Risk Exposure 

(I) Direct exposure through investments in sub-prime mortgage loans. 

The Company has no direct exposure through investment to sub-prime mortgage loans. 

(2) Indirect exposure to sub-prime mortgage risk through investments in the following securities: 
a. Residential mortgage backed securities - No substantial exposure noted. 
b. Collateralized debt obligations- No substantial exposure noted. 
c. Structured Securities (including principal protected notes) - No substantial exposure noted. 
d. Debt Securities of companies with significant sub-prime exposure- No substantial exposure noted 
e. Equity securities of companies with significant sub-prime exposure- No substantial exposure noted. 
f. Other Assets - No substantial exposure noted. 

(3) Underwriting exposure to sub-prime mortgage risk through Mortgage Guaranty coverage, Financial Guaranty coverage, 
Directors and Officers liability coverage, or Errors and Omissions liability coverage. 

Not Applicable. 

(4) Classification of mortgage related securities is primarily based on information from outside data services. including 
rating agency actions. When considering our exposure, the Company evaluated the percentage of full documentation 
loans, percent of owner occupied properties, FICO scores, average margin for ARM loans, percent of loans with 
prepayment penalties. the existence of non-traditional underwriting standards, among other factors. 

21. Events Subsequent 

An extraordinary dividend in the amount of$30.0 million was approved by the applicable regulatory authorities and later paid by 
the Company on April 30, 2009. 

22. Reinsurance 

A. Ceded Reinsurance Report 

Section I - General Interrogatories 

(I) Are any of the reinsurers, listed in Schedule S as non-affiliated, owned in excess of I 0.0 percent or controlled, either directly 
or indirectly, by the company or by any representative, officer, trustee, or director ofthe company? 

Yes ( ) No( X) 

If yes, give full details. 

(2) Have any policies issued by the company been reinsured with a company chartered in a country other than the United States 
(excluding U.S. Branches of such companies) that is owned in excess of 10.0 percent or controlled directly or indirectly by an 
insured, a beneficiary, a creditor or an insured or any other person not primarily engaged in the insurance business? 

Yes ( ) No( X) 

If yes, give full details. 

Section 2 - Ceded Reinsurance Report - Part A 

(I) Does the company have any reinsurance agreements in effect under which the reinsurer may unilaterally cancel any 
reinsurance for reasons other than for nonpayment of premium or other similar credits? 

Yes( ) No(X) 

a. If yes, what is the estimated amount of the aggregate reduction in surplus of a unilateral cancellation by the reinsurer 
as of the date of this statement. for those agreements in which cancellation results in a net obligation is not presently 
accrued? Where necessary, the reporting entity may consider the current or anticipated experience of the business 
reinsured in making this estimate. $0 
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STATEMENT AS OF MARCH 31,2009 OF THE Preferred Health Partnership of Tennessee, Inc. 

NOTES TO FINANCIAL STATEMENTS 
b. What is the total amount of reinsurance credits taken, whether as an asset or as a reduction of liability, for these 

agreements in this statement? $0 

(2) Does the reponing entity have any reinsurance agreements in effect such that the amount of losses paid or accrued through the 
statement date may result in a payment to the reinsurer of amounts that, in aggregate and allowing for offset of mutual credits 
from other reinsurance agreements with the same reinsurer, exceed the total direct premium collected under the reinsured 
policies? 

Yes( ) No( X) 

If yes, give full details. 

Section 3 - Ceded Reinsurance Report - Pan B 

(I) What is the estimated amount of the aggregate reduction in surplus, (for agreements other than those under which the 
reinsurer may unilaterally cancel for reasons other than for nonpayment of premium or other similar credits that are reflected 
in Section 2 above) of termination of ALL reinsurance agreements, by either party, as of the date of this statement? Where 
necessary, the company may consider the current or anticipated experience of the business reinsured in making this estimate. 
$0 

(2) Have any new agreements been executed or existing agreements amended, since January I of the year of this statement, to 
include policies or contracts that were in force or which had existing reserves established by the company as of the effective 
date of the agreement? 

Yes( ) No( X) 

If yes, what is the amount of reinsurance credits, whether an asset or a reduction ofliability, taken for such new agreements or 
amendments? $0 

B. Uncollectible Reinsurance 

Not Applicable. 

C. Commutation of Ceded Reinsurance 

Not Applicable. 

23. Retrospectively Rated Contract'! and Contracts Subject to Re4etennination 

A. The Company estimates accrued retrospective premium adjustments for its Medicare business through a mathematical 
approach using an algorithm based upon settlement procedures defined by contracts with CM S. 

B. The Company records accrued retrospective premium as an adjustment to earned premiums. 

C. Not Applicable. 

24. Change in Incurred Claims and Claim Adjustment Exoenses 

Reserves as of December 31, 2008 were $0. As of March 31, 2009, $0.2 million has been received for incurred claims and claim 
adjustment expenses attributable to insured events of prior years. There are no reserves remaining for prior years as a result of 
reestimation of unpaid claims and claim adjustment expenses on the Medicaid book of business. Therefore, there ~as been a ~0.2 
million favorable prior-year development since December 31, 2008. The decrease is generally the_ result of ongomg analysts. of 
recent Joss development trends. Original estimates are increased or decreased as additional information becomes known regardmg 
individual claims. The Company has no retrospectively rated policies. 

25. Intercompany Pooling Arrangements 

Not Applicable. 

26. Structured Settlements 

Not Applicable. 

27. Health Care Receivables 

A. Pharmaceutical Rebate Receivables 

Not Applicable. 

B. Risk Sharing Receivables 

Not Applicable. 

28. Participating Policies 

Not Applicable. 

29. Premium Peficiency Reserves 

Not Applicable. 

30. Anticipated Salvage and Subrogation 

As of March 31, 2009, Preferred Health Partnership of Tennessee, Inc. had no liabilities related to premium deficiency reserves. 
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