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Lincoln, Nebraska 
January 9, 2018 

 
 
Honorable Bruce R. Ramge 
Director of Insurance 
Nebraska Department of Insurance 
941 “O” Street, Suite 220 
Lincoln, Nebraska 68508 
 
 
Dear Sir: 
 
     Pursuant to your instruction and authorizations, and in accordance with statutory 
 
requirements, an examination has been conducted of the financial condition and business affairs of: 
 
 

AMERIHEALTH NEBRASKA, INC. 
 
 

which has its Statutory Home Office located at 
 

2120 S. 72nd Street 
Omaha, Nebraska 68124 

 
with its Principal Executive Office located at 

 
200 Stevens Drive 

Philadelphia, Pennsylvania 19113 
 
 

 
(hereinafter also referred to as the “Company”) and the report of such examination is respectfully 
 
presented herein. 
 

INTRODUCTION 
 

The current financial condition examination covers the period beginning May 16, 2012 to 
 
the close of business on December 31, 2016, and includes such subsequent events and 
 
transactions as were considered pertinent to this report. The State of Nebraska, Pennsylvania, 
 
Delaware, Washington D.C., Florida, Iowa, Louisiana, Michigan, and New Jersey participated in 
 
this examination and assisted in the preparation of this report. 
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The same examination staff conducted concurrent financial condition examinations of the 

Company’s affiliates, CBHNP Services, Inc., AmeriHealth Caritas of Louisiana, Inc., 

AmeriHealth Michigan, Inc., AmeriHealth Caritas Iowa, Inc., AmeriHealth Caritas District of 

Columbia, Inc., Florida True Health, Inc., AmeriHealth HMO, Inc., Keystone Health Plan East, 

Inc., Healthcare Deleware, Inc., Inter-County Hospitalization Plan, Inc., Independence Hospital 

Indemnity Plan, Inc., QCC Insurance Company, Region 6 RX Corporation, Independence 

Insurance Company, Inter-County Health Plan, Inc., AmeriHealth Casualty Insurance Company, 

AmeriHealth Insurance Company of New Jersey, and Vista Health Plan, Inc. 

SCOPE OF EXAMINATION 

This examination was conducted pursuant to and in accordance with both the NAIC 

Financial Condition Examiners Handbook (Handbook) and Section §44-5904(1) of the Nebraska 

Insurance Statutes.  The Handbook requires that examiners plan and perform the examination to 

evaluate the financial condition and identify prospective risks of the Company by obtaining 

information about the Company including, but not limited to: corporate governance, identifying 

and assessing inherent risks within the Company, and evaluating system controls and procedures 

used to mitigate those risks.  The examination also includes assessing the principles used and 

significant estimates made by management, as well as evaluating the overall financial statement 

presentation and management’s compliance with Statutory Accounting Principles and Annual 

Statement Instructions, when applicable to domestic state regulations.  

 The examination was completed under coordination of the holding company group 

approach with the Pennsylvania Insurance Department as the coordinating state and the Nebraska 

Department of Insurance, Delaware Department of Insurance, District of Columbia Department 

of Insurance, Securities, and Banking, Florida Office of Insurance Regulation, Iowa Insurance 
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Division, Louisiana Department of Insurance, Michigan Department of Insurance and Financial 

Services, and New Jersey Department of Banking and Insurance.  The companies examined 

under this approach benefit to a large degree from common management, systems and processes, 

and internal control and risk management functions that are administered at the consolidated or 

business unit level.   

The coordinated examination applies procedures sufficient to comprise a full scope 

financial examination of each of the companies in accordance with the examination procedures 

and standards promulgated by the NAIC and by the respective state insurance departments where 

the companies are domiciled.  The objective is to enable each domestic state to report on their 

respective companies’ financial condition and to summarize key results of examination 

procedures. 

 A general review was made of the Company’s operations and the manner in which its 

business has been conducted in order to determine compliance with statutory and charter 

provisions.  The Company’s history was traced and has been set out in this report under the 

caption “Description of Company”.  All items pertaining to management and control were 

reviewed, including provisions for disclosure of conflicts of interest to the Board of Directors 

and the departmental organization of the Company.  The Articles of Incorporation and By-Laws 

were reviewed, including appropriate filings of any changes or amendments thereto.  The 

minutes of the meetings of the shareholders, Board of Directors and committees, held during the 

examination period, were read and noted.  Attendance at meetings, proxy information, election 

of Directors and Officers, approval of investment transactions and authorizations of salaries were 

also noted. 
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 The fidelity bond and other insurance coverages protecting the Company’s property and 

interests were reviewed.  Certificates of Authority to conduct the business of insurance in the 

various states were inspected and a survey was made of the Company’s general plan of 

operation. 

 Data reflecting the Company's growth during the period under review, as developed from 

the Company's filed annual statements, is reflected in the financial section of this report under 

the caption "Body of Report". 

 The Company's reinsurance facilities were ascertained and noted, and have been 

commented upon in this report under the caption "Reinsurance".  Accounting records and 

procedures were tested to the extent deemed necessary through the risk-focused examination 

process.  The Company’s method of claims handling and procedures pertaining to the adjustment 

and payment of incurred losses were also noted. 

All accounts and activities of the Company were considered in accordance with the risk-

focused examination process.  This included a review of workpapers prepared by KPMG LLP, 

the Company’s external auditors, during their audit of the Company’s accounts for the years 

ended December 31, 2015 and 2016.  Portions of the auditor’s workpapers have been 

incorporated into the workpapers of the examiners and have been utilized in determining the 

scope and areas of emphasis in conducting the examination.  This utilization was performed 

pursuant to Title 210 (Rules of the Nebraska Department of Insurance), Chapter 56, Section 013. 

 Any failure of items to add to the totals shown in schedules and exhibits appearing 

throughout this report is due to rounding. 
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 DESCRIPTION OF COMPANY 

HISTORY 

 The Company was incorporated on October 19, 2011 for the purpose of providing 

prepaid managed care services to Medicaid enrollees in the state of Nebraska.  The Company is a 

70% owned subsidiary of AmeriHealth Caritas Health Plan (ACHP) in a joint venture with Blue 

Cross and Blue Shield of Nebraska (BCBSNE).  The Company does not engage in any 

commercial business.  

 The Company was not selected to participate in the State’s new integrated, statewide 

Medicaid program implemented on January 1, 2017. 

MANAGEMENT AND CONTROL 

 Holding Company  

The Company is a member of an insurance holding company system as defined by 

Nebraska Statute.  An organizational listing flowing from the ‘Ultimate Controlling Person”, as 

reported in the 2016 Annual Statement, is represented by the following (subsidiaries are denoted 

through the use of indentations, and unless otherwise indicated, all subsidiaries are 100% owned): 

 Independence Health Group, Inc. 
  AmeriHealth, Inc. 
   Independence Blue Cross, LLC 
    Healthcare Delaware, Inc. 
    Region 6 Rx Corp. 
    Independence Insurance, Inc. 
    AmeriHealth Assurance, Ltd. 
    QCC Insurance Company 
    AmeriHealth HMO, Inc. 
    Keystone Health Plan East, Inc. 
    Independence Hospital Indemnity Plan, Inc.* 
     Inter-County Hospitalization Plan, Inc.* 
     Inter-County Health Plan, Inc.* 
   AmeriHealth Casualty Holdings, LLC 
    AmeriHealth Casualty Insurance Company 
   AmeriHealth New Jersey Holdings, LLC 



6 
 

    AmeriHealth New Jersey, LLC (80%) 
     AmeriHealth Insurance Company of New Jersey 
   IBC MH LLC (95%) 
    Vista Health Plan, Inc. 
    BMH LLC 
     BMH SUBCO I LLC 
      AmeriHealth Caritas Health Plan (50%) 
       AmeriHealth District of Columbia, Inc.  
       Select Health of South Carolina, Inc. 
       AmeriHealth Michigan, Inc. 
       AmeriHealth Caritas Iowa, Inc. 
       AmeriHealth Caritas Georgia, Inc. 
       AmeriHealth Caritas Louisiana, Inc. 
       AmeriHealth Nebraska, Inc. (70%) 
       Florida True Health, Inc. (50%) 
       AMHP Holdings Corp. 

Community Behavioral Healthcare 
Network of Pennsylvania, Inc. 

   CBHNP Services, Inc. 
   
  

*    Denotes equal number of Directors selected by Independence Blue Cross, LLC and 
Highmark, Inc.   
 
Shareholders  

Article VI of the Company’s Articles of Incorporation states that, “the number of shares 

which the Corporation shall have the authority to issue is one million (1,000,000) shares, 

consisting only of common stock, with a par value of one cent ($.01) per share.  Each share of 

common stock shall be entitled to one vote on each manner submitted to a vote at a meeting of 

the Shareholders.”  As of the date of examination, Company records indicate that 1,000,000 

shares are issued and outstanding.  The Company’s paid-in surplus is $18,999,000.  Capital 

contributions paid were $10,000,000 in 2012, $3,999,000 in 2014, and $5,000,000 in 2015.   

Article II, Section 1 of the By-Laws states, “the annual meeting of the Shareholders shall 

be held on the second Tuesday in the month of May in each year, at 10:00 a.m., or at such time, 

day and month as shall be fixed by the Board of Directors, for the purpose of electing Directors 
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and for the transaction of such other business as may come before the meeting.”  There were no 

shareholder consents or meetings for the Company over the exam period.  It is recommended that 

the Company hold an annual meeting of the Shareholders in accordance with Article II, Section 1 

of the By-Laws. 

Per Section 2 of the By-Laws, “special meetings of the Shareholders, for any purpose or 

purposes, unless otherwise prescribed by statute, may be called by the President or by the Board 

of Directors, and shall be called by the President at the request of the holders of not less than 

one-tenth of all outstanding shares of the corporation entitled to vote at the meeting.”  Per 

Section 3, “the Board of Directors may designate any place, either within or without the state of 

Nebraska, as the place of meeting for any annual meeting or for any special meeting called by 

the Board of Directors.” 

 Board of Directors 

 Article III, Section 1 of the By-Laws establishes, “the business and affairs of the 

corporation shall be managed by its Board of Directors.”  Per Section 2, “the number of 

Directors of the corporation shall be six (6).  Each Director shall hold office until the next annual 

meeting of Shareholders and until his or her successor shall have been elected and qualified.  At 

least one Director shall be a Nebraska resident.”  Section 3 states that, “a regular meeting of the 

Board of Directors shall be held without other notice than this By-Law immediately after, and at 

the same place as, the annual meeting of the Shareholders.” 

 The following persons were serving as Directors at December 31, 2016: 

Name and Residence Principal Occupation 

Steven H. Bohner Senior Vice President & CFO, 
Garnet Valley, Pennsylvania AmeriHealth Caritas 

Gerald T. Byers Senior Vice President & Chief Risk Officer, 
Papillion, Nebraska BCBSNE 
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Name and Residence Principal Occupation 

Eileen M. Coggins General Counsel and Senior Vice President, Long  
Philadelphia, Pennsylvania Term Services and Supports/Medicare Solutions, 
 AmeriHealth Caritas 

Russell S. Collins Chief Legal Officer and Corporate Secretary, 
Omaha, Nebraska  BCBSNE 
 
Russell R. Gianforcaro Regional President, 
Broomall, Pennsylvania AmeriHealth Caritas 

James M. Jernigan Regional President, 
Charleston, South Carolina AmeriHealth Caritas  

 The Directors are not paid for their Board service. 

 Officers 

Article IV, Section 1 of the Company’s By-Laws states that “the Officers of the Corporation 

shall be a President, one or more Vice Presidents (the number to be determined by the Board of 

Directors), a Secretary, and a Treasurer, each of whom shall be elected by the Board of Directors.” 

 The following is a listing of Officers elected and serving the Company at December 31, 

2016: 

Name Office 

James M. Jernigan President 
Robert E. Tootle Secretary 
Steven H. Bohner Treasurer 
Gerald T. Byers Vice President 
Gerald A. Feilmeier Vice President 

TRANSACTIONS WITH AFFILIATES  

 Administrative Services Agreement 

  Effective January 1, 2012 the Company entered into an administrative services agreement 

with AmeriHealth Mercy Health Plan (AMHP).  Under the agreement AMHP provides certain 

services which are needed in the connection with the operations of the Company.  These services 
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include: claims processing and administration, billing and collection of state capitation, 

designing and implementing procedures for enrollment, and the preparation of reports required 

under the Medicaid contract.  AMHP may also provide the following other services: executive 

and administrative, legal, data processing,  treasury, corporate secretarial, marketing, 

recordkeeping and reporting, purchasing services, insurance services, human resources, and 

HIPAA business associate compliance. 

 Staffing Services Agreement 

  Effective January 1, 2013 the Company entered into a staffing services agreement with 

AmeriHealth Mercy Services, LLC (AMS).  Under the agreement, AMS will furnish the 

necessary workforce to discharge the Company’s obligations in operating the Medicaid managed 

care program in Nebraska.  Specific responsibilities include: recruitment, screening and 

assignment of employees, paying employees’ wages and providing them benefits, and paying, 

withholding, and transmitting payroll taxes. 

TERRITORY AND PLAN OF OPERATION 

 As evidenced by current or continuous Certificates of Authority, the Company is licensed to 

transact business in Nebraska.  The Company provides prepaid managed care services to Medicaid 

enrollees in the state of Nebraska. 

REINSURANCE 

 Ceded 

  The Company maintains stop-loss reinsurance coverage for hospital medical expenses 

with American National Insurance Company.  Under this agreement, the Company is reimbursed 

for 90% of the inpatient hospital costs exceeding $350,000 per member.  The agreement became 

effective July 1, 2016 and terminated December 31, 2016. 
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 General 

  All contracts reviewed contained standard insolvency, arbitration, errors and omissions, and 

termination clauses where applicable.  All contracts contained the clauses necessary to assure 

reinsurance credits could be taken. 

BODY OF REPORT 
 

GROWTH 

 The following comparative data reflects the growth of the Company during the period 

covered by this examination:  

 2012 2013 2014 2015 2016 
 
Cash and short-term  
  investments $18,428,468 $14,264,746 $17,032,954 $21,814,325 $21,854,417 
Admitted assets 21,940,095 16,172,596 21,292,690 26,253,247 23,878,462 
Claims unpaid 8,394,293 7,900,519 8,772,854 12,759,754 17,975,390 
Total liabilities 14,775,932 8,940,227 10,200,865 14,147,059 19,689,527 
Premium income 24,991,983 57,042,917  65,662,912 76,301,862 85,646,711 
Hospital/medical benefits  13,893,534 30,966,539 36,894,641 48,311,359 59,058,685 
Other professional services 7,356,726 11,802,878 12,996,348 14,439,631 17,067,886 
Net income (3,707,105) 657,733 (94,430) (3,471,564) (7,905,748) 
 
FINANCIAL STATEMENTS 

 The following financial statements are based on the statutory financial statements filed by 

the Company with the State of Nebraska Department of Insurance and present the financial 

condition of the Company for the period ending December 31, 2016. The accompanying 

comments on financial statements reflect any examination adjustments to the amounts reported 

in the annual statements and should be considered an integral part of the financial statements. A 

reconciliation of the capital and surplus account for the period under review is also included.  
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FINANCIAL STATEMENT 
 December 31, 2016 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Cash and short-term investments $21,854,417  $21,854,417 
 
Subtotal, cash and invested assets $21,854,417  $21,854,417 
Uncollected premiums and agents’ balances  
       in the course of collection 2,018,750  2,018,750 
Electronic data processing equipment 5,295  5,295 
Health care and other amounts receivable 241,078 $241,078  
Prepaid expenses           48,875       48,875 __________ 
 
Totals $24,168,415 $289,953 $23,878,462 
 
Liabilities, Surplus, and Other Funds 
 
Claims unpaid $17,975,390 
Accrued medical incentive pool and bonus amounts 15,430 
Unpaid claims adjustment expenses 491,855 
General expenses due or accrued 53,160 
Amounts due to parent, subsidiaries and affiliates 1,045,332 
Stale dated checks        108,360 
 
Total liabilities $19,689,527 
 
Common capital stock $         1,000 
Gross paid in and contributed surplus 18,999,000 
Unassigned funds  (14,811,065) 
 
Total capital and surplus $  4,188,935 
 
Totals $23,878,462 
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STATEMENT OF REVENUE AND EXPENSES – 2016 

 
Net premium income $85,646,711 
 
Hospital and Medical: 
Hospital/medical benefits $59,058,685 
Other professional services 17,067,886 
Emergency room and out-of-area 3,245,854 
Durable medical equipment 1,360,865 
Alternative medical costs 486,080 
Incentive pool, withhold adjustments and bonus amounts             211,313 
Net reinsurance recoveries (53,477) 
Claims adjustment expense 3,508,770 
General administrative expenses     8,682,384 
 
Total underwriting deductions $93,568,360 
 
Net underwriting gain ($  7,921,649) 
 
Net investment income earned $       15,901 
 
Net income ($  7,905,748) 

CAPITAL AND SURPLUS ACCOUNT 

 2012 2013 2014 2015 2016 
 
Capital and surplus,  
Beginning $                0 $7,164,163 $  7,232,369 $11,091,825 $12,106,188 
 
Net Income $(3,707,105) $   657,733 $      (94,430) $ (3,471,564) $(7,905,748) 
Change in net deferred 
  income tax 1,401,391 (590,320) (437,410) (373,659)  
Change in nonadmitted  
  assets (530,123) 793 391,296 (140,414) (11,505) 
Paid in capital changes   1,000   
Paid in surplus adjustments 10,000,000                        3,999,000    5,000,000                   _ 
 
Net change for year $7,164,163 $     68,206 $  3,859,456 $  1,014,363 $(7,917,253) 
 
Capital and surplus, ending $7,164,163 $7,232,369 $11,091,825 $12,106,188 $   4,188,935 
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EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $(14,811,065), as reported in the Company's 

2016 Annual Statement, has been accepted for examination purposes.  Examination findings, in 

the aggregate, were considered to have no material effect on the Company’s financial condition.  

COMPLIANCE WITH PREVIOUS RECOMMENDATIONS 
 
 No previous examination was completed. 

COMMENTARY ON CURRENT EXAMINATION FINDINGS 

 There are no other exam findings as a result of this examination. 

SUBSEQUENT EVENT 

CONTRACT EXPIRATION 

The Company was not selected to participate in the State of Nebraska’s new integrated, 

statewide Medicaid program implemented on January 1, 2017.  As a result, the Company’s 

contact the State of Nebraska’s Department of Health and Human Services (DHHS) expires on 

December 31, 2016 and was not renewed. 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

 The following comments and recommendations have been made as a result of this 

examination: 

Annual Meeting of the Shareholders – It is recommended that the company hold an 
annual meeting of the Shareholders on the second Tuesday in the month of May in each 
year, at 10:00 a.m., or at such time, day and month as shall be fixed by the Board of 
Directors, for the purpose of electing Directors and for the transaction of such other 
business as may come before the meeting in accordance with Article II, Section 1 of the 
By-Laws. 
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