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Omaha, Nebraska 
June 3, 2019 

 
Honorable Bruce R. Ramge 
Director of Insurance 
Nebraska Department of Insurance 
1135 M Street, Suite 300 
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: 

BLUE CROSS AND BLUE SHIELD OF NEBRASKA 
1919 Aksarben Drive 

Omaha, Nebraska  68180 
 

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

presented herein. 

 INTRODUCTION 

 The Company was last examined as of December 31, 2013 by the State of Nebraska.  The 

current financial condition examination covers the intervening period to, and including, the close 

of business on December 31, 2017, and includes such subsequent events and transactions as were 

considered pertinent to this report.  The State of Nebraska participated in this examination and 

assisted in the preparation of this report. 

The same examination staff conducted a concurrent financial condition examination of the 

Company’s subsidiary, Sapphire Edge 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 
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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.  

 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 members, 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. 

 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. 
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 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 Eide Bailly 

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

ended December 31, 2017.  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. 

 DESCRIPTION OF COMPANY 

HISTORY 

 Blue Cross of Nebraska was organized under the laws of the State of Nebraska on 

January 12, 1939, with the given name of “Associated Hospital Service of Nebraska”.  It 

commenced business in Omaha, Nebraska, on February 1 of that same year as a nonprofit 

hospital service corporation.  By appropriate amendments to its Articles of Incorporation, the 
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Corporation’s name was changed to “Nebraska Blue Cross Hospital Service Corporation” in 

1945; to “Nebraska Blue Cross” in 1969; and to “Blue Cross of Nebraska” in 1973. 

 Blue Shield of Nebraska was incorporated under the laws of the State of Nebraska on 

October 19, 1944, as the “Nebraska Surgical Plan”.  It commenced business in Omaha, 

Nebraska, on November 11 of that same year as a nonprofit assessment association.  The 

association’s name was changed to “Nebraska Surgical Service” in 1946; and to “Blue Shield of 

Nebraska” in 1972 by appropriate amendments to its Articles of Incorporation. 

 Pursuant to a contract of consolidation approved by the Nebraska Department of 

Insurance on October 7, 1974, and effective April 1, 1975, Blue Shield of Nebraska was merged 

into and became part of Blue Cross of Nebraska with the Articles of Incorporation and the By-

Laws of the continuing and surviving corporation being amended to change the name thereof to 

“Blue Cross and Blue Shield of Nebraska”. 

 Effective with approval from its membership, the Company became a mutual insurance 

company on February 9, 1987.  This change was accomplished by amending the Company’s 

Articles of Incorporation changing its purpose from that of a Hospital Service Corporation to that 

of a Mutual Insurance Company.  The Revised Articles of Incorporation empower the Company 

to transact any kind of insurance or reinsurance authorized by Section 44-201 of the Nebraska 

Revised Statutes. 

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 2017 Annual Statement, is represented by the following (subsidiaries are denoted 
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through the use of indentations, and unless otherwise indicated, all subsidiaries are 100% 

owned): 

 Blue Cross and Blue Shield of Nebraska 
  AmeriHealth Nebraska, Inc. (30%) 
  Azure Equity Management, LLC 
   CoreLink Administrative Solutions, LLC (50%) 
  Genesys Innovations LLC 
   Nurture Health LLC (60%) 
  Prime Therapeutics, Inc. (50%) 
  QuadTech II, LLC (49%) 
  Think Nebraska, LLC  
   Think Aksarben and affiliates (99%) 
  Sapphire Edge Inc. 
  TWBC TIF Holdings, LLC (49%) 
 

Members  

The business of the Company is conducted as a mutual insurance company and as noted 

in Article IX of the Company’s Articles of Incorporation, “each person, corporation, association, 

partnership, or limited liability company owning a policy or policies of insurance shall be a 

member of the Corporation.”  Article IX also provides that, “the annual meeting of the members 

of the Corporation shall be at 4:00 p.m., upon the last Monday of each March at the principal 

place of business of the Corporation in Omaha, Nebraska.”   

 Board of Directors 

 Article V of the Company’s Articles of Incorporation states that, “the affairs and business 

of the Corporation shall be conducted by a Board of Directors of not less than five (5) nor more 

than twenty-one (21) persons who are members of the Corporation.  A majority of the Board of 

Directors must be citizens of the State of Nebraska.” 

 Article II, Section 2 of the Company’s By-Laws states that, “Directors shall be elected for 

three-year terms, so that in each year approximately one-third of the members of the Board of 

Directors shall be subject to election or re-election.”   
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 Article II, Section 3 of the Company’s By-Laws states that, “the regular meetings of the 

Board of Directors shall be quarterly.  The first meeting of the Board of Directors each year shall 

be in March following the Annual Meeting of Members.  Subsequent regular meetings shall be 

held in June, September, and December at a time and place to be set by the Chairperson.” 

 The following persons were serving as Directors at December 31, 2017: 

Name and Residence Principal Occupation 

Karen B. Aman Vice President, Mid America Computer Corporation 
Blair, Nebraska 
 
Leslie R. Andersen President and Chief Executive Officer,  
Bennington, Nebraska   Bank of Bennington 
  
George G. Beattie Former President and Chief Executive Officer,  
Lincoln, Nebraska   Nebraska Bankers Association 
 
Richard R. Bell Chairman Emeritus, HDR, Inc. 
Omaha, Nebraska 
 
Lyndee J. Black Partner, Thomas, Kunc & Black, LLP 
Lincoln, Nebraska 
 
Allen D. Dvorak, M.D. President, ADDRAD, LLC 
Omaha, Nebraska 
 
Dan E. Ernst Associate Executive Director, Nebraska Council of  
Lincoln, Nebraska   School Administrators 
 
Steven S. Martin President and Chief Executive Officer, Blue Cross  
Omaha, Nebraska   and Blue Shield of Nebraska 
 
John C. Mitchell, II, M.D. Gastroenterologist, Midwest Gastrointestinal  
Omaha, Nebraska   Associates 
 
Keith R. Olsen Farmer and Former President, Nebraska Farm Bureau  
Grant, Nebraska   Federation 
 
Anthony F. Raimondo, Jr. Vice Chairman of the Board, Behlen Mfg. Co. and  
Columbus, Nebraska   President, The Behlen Technology Group 
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Name and Residence Principal Occupation 

Jeffrey L. Schumacher President and Chief Executive Officer, Capitol  
Lincoln, Nebraska   Casualty Company 
 
Todd S. Sorensen, M.D., M.S. Former President and Chief Executive Officer,  
Scottsbluff, Nebraska   Regional West Health Services and Regional West  
   Medical Center 
 
Robert E. Synowicki, Jr. Former Executive Vice President – Driver Resources,  
Omaha, Nebraska   Werner Enterprises, Inc. 
 

  Article II, Section 12 of the Company’s By-Laws states that, “the Board of Directors 

shall determine annually the amount to be paid to each Independent Director as compensation for 

services provided.  Each Independent Director shall also be reimbursed for reasonable and 

necessary expenses incurred in his or her role as a Board Member.”  

 Officers 

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

Company shall be the Chief Executive Officer, President, Secretary, Treasurer, Compliance 

Officer, any Executive Vice President appointed in accordance with these By-Laws, and any 

Senior Vice President or Vice President appointed in accordance with these By-Laws.  The Chief 

Executive Officer, President, Secretary, Treasurer, and Compliance Officer shall be appointed by 

the Board of Directors.” 

 The following is a listing of Senior Officers elected and serving the Company at 

December 31, 2017: 

Name Office 

Steven S. Martin President and Chief Executive Officer 
Susan E. Courtney Executive Vice President, Operations 
Steven H. Grandfield Executive Vice President, Strategy and Innovation 
Dale G. Mackel Executive Vice President, Finance and  
   Administration 
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Name Office 

Joann E. Schaefer  Executive Vice President, Health Delivery and  
   Engagement 
David M. Anderson Chief Accounting Officer and Treasurer 
Russell S. Collins Chief Legal Officer and Secretary 
Jennifer A. Richardson Vice President, Compliance and Ethics, and  
   Corporate Compliance Officer 
 

 Committees  

 Article II, Section 11 of the Company’s By-Laws states that, “the Board of Directors 

shall establish such Committees of the Board of Directors as it may deem necessary or 

convenient for the conduct of business and may delegate to any such Committee some or all of 

the powers of the Directors except those which, by law or by these By-Laws, may not be 

delegated.  The standing Committees of the Board of Directors shall be the Audit and 

Compliance Committee, the Compensation Committee, the Finance Committee, the Governance 

Committee, the Strategy and Operations Committee, and the Nominating Committee.” 

 The following persons were serving on the Audit and Compliance Committee at 

December 31, 2017: 

 Lyndee Black, Chair Dan Ernst, Vice-Chair 
 Leslie Andersen John Mitchell 
 Keith Olsen Jeffrey Schumacher 
 Robert Synowicki, Jr. 
 
 The following persons were serving on the Compensation Committee at December 31, 

2017: 

 Karen Aman, Chair Richard Bell, Vice-Chair 
 Lyndee Black Keith Olsen  
 Anthony Raimondo, Jr. Jeffrey Schumacher 
 Todd Sorensen 
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 The following persons were serving on the Finance Committee at December 31, 2017: 

 Robert Synowicki, Chair Allen Dvorak, Vice-Chair 
 Leslie Andersen Richard Bell 
 Lyndee Black Dan Ernst 
 Anthony Raimondo, Jr.  
 
 The following persons were serving on the Governance Committee at December 31, 

2017: 

 George Beattie, Chair Karen Aman, Vice-Chair 
 Richard Bell Dan Ernst 
 Steven Martin Jeffrey Schumacher 
 Todd Sorensen  
 
 The following persons were serving on the Strategy and Operations Committee at 

December 31, 2017: 

 Todd Sorensen, Chair Anthony Raimondo, Jr., Vice-Chair 
 Karen Aman Allen Dvorak 
 John Mitchell Keith Olsen 
  
 The following persons were serving on the Nominating Committee at December 31, 

2017: 

 Jeffrey Schumacher, Chair Anthony Raimondo, Jr., Vice-Chair 
 Leslie Andersen Richard Bell  
 John Mitchell Robert Synowicki, Jr. 

TRANSACTIONS WITH AFFILIATES  

 Information Technology Services and Support Agreement 

  Effective January 1, 2009, the Company and CoreLink Administrative Solutions, LLC 

(CoreLink) entered into an Information Technology Services and Support Agreement whereby 

CoreLink provides information technology services to the Company.  The Company 

compensates CoreLink according to a fee schedule for core systems and services, optional 

systems and services, and special projects. 
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 Operating Level Agreement 

  Effective January 1, 2009, the Company and CoreLink entered into an Operating Level 

Agreement whereby the Company provides a CEO, Program Manager, Systems Architect, and 

Implementation Project Manager.  The Company is compensated for a percentage of the salaries 

and benefits for the positions provided.   

  The exam team determined that the settlement of these immaterial amounts were flowing 

through Azure Equity Management, LLC (Azure), which owns 50% of CoreLink.  Azure then 

paid the Company, but there was no underlying agreement between Azure and the Company.  

This will be addressed further under the caption “Commentary of Current Exam Findings”.  

 Management Services Agreement 

  Effective January 29, 2016, the Company and Sapphire Edge Inc. (SEI) entered into a 

Management Services Agreement whereby the Company provides administrative services in 

support of SEI’s Medicare Advantage line of business.  An amendment was filed on March 17, 

2016 to outline the rate of compensation. 

 Management Agreement 

  Effective January 1, 2017, the Company and Genesys Innovations, LLC (Genesys) 

entered into a Management Agreement whereby the Company provides Genesys with staff for 

management and oversight tasks.  The Company is compensated for an allocated percentage of 

salaries and benefits of the staff provided, as well as extra costs and expenses as applicable.  

TERRITORY AND PLAN OF OPERATION 

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

transact business only in the State of Nebraska.   
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 The Company is authorized to conduct the business of insurance as defined in Section 44-

201, subsections (4) Sickness and Accident Insurance, and (21) Health Maintenance Organization of 

the Nebraska Insurance Statutes.   

 The Company provides individual, group, and association health insurance to nearly 50% of 

the insured population of the State of Nebraska, making it the largest health insurer in the state.  The 

majority of enrollees are covered under a preferred provider organization (PPO).   

 The top products are comprehensive, federal employee health benefit plans, Medicare 

Supplement, and other health.  Traditionally, the Company focused on the large group and 

individual segments of the market, but that strategy has shifted towards increased penetration in the 

small group market.   

 The Company also provides administrative services and stop-loss coverage to over 95 self-

funded employer groups.  In accordance with these types of arrangements, the Company does not 

underwrite any of the risk, or underwrites only the risk which is in excess of any stop-loss 

provisions, and is reimbursed for the administrative cost of claim processing which is either on a per 

member per month basis (PMPM) or a percentage of the claim cost basis.   

 The Company is a plan sponsor in the Centers for Medicare and Medicate Services (CMS) 

Medicare Advantage program, offering PPO and Prescription Drug Coverage Part D, to the 

Medicare-eligible population. 

REINSURANCE 

 Assumed  

  Effective January 1, 2017, the Company entered into a reinsurance agreement with its 

subsidiary, SEI.  Subject to this agreement, the Company assumes 60% quota share participation 
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of the Medicare Advantage business written by SEI.  The remaining 40% is ceded by SEI to Blue 

Cross Blue Shield of Michigan. 

 Ceded  

  Effective January 1, 1994, the Company ceded its Group Long Term Care Programs 

under a proportional share contract with the American Long Term Care Reinsurance Group, a 

group of ten insurers.  The Company’s net retention was a 20% quota share with the pool 

assuming 100% of the excess.  By means of a novation dated April 1, 2003, MedAmerica 

Insurance Company (MedAmerica) was substituted as the reinsurer.  An addendum of the same 

date amended the Company’s net retention to be a 0% quota share with the MedAmerica 

assuming 100% of the excess.  The group long term care block is in runoff with no new groups 

or certificates being added. 

  Effective January 1, 1998, the Company entered into a reinsurance agreement to cede its 

Individual Long Term Care Program on a coinsurance basis to Genworth Life Insurance 

Company (Genworth), formerly General Electric Capital Assurance Company.  The Company’s 

net retention is 30%.  Effective with the date of this reinsurance treaty, January 1, 1998, the 

Company entered into a service agreement with Genworth, whereby Genworth would perform 

product development; underwriting; premium billing and collection; accounting; actuarial 

services; claim eligibility, evaluation, processing, reserving and payment; and in-force policy 

administration.  This block is in runoff with no new business written on a primary basis. 

  Effective January 1, 2016, the Company entered into a reinsurance agreement with BCS 

 Insurance Company (BCS), whereby the company cedes stop-loss business on an excess of loss 

basis.  The Company retains $2,000,000 of each loss with BCS assuming 100% of the amount 

that exceeds the Company’s retention. 
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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:  

 2014 2015 2016 2017 
 
Bonds $   442,851,736  $   376,996,459 $   355,956,873 $   437,657,988 
Admitted assets 896,750,172 880,339,114 875,305,823 943,429,217 
Claims and adjustment  
  expenses unpaid 178,068,716 176,730,005 196,451,439 217,752,044 
Aggregate health policy  
  reserves 159,221,188 163,871,018 146,960,892 159,229,122 
Total liabilities 466,822,600 488,476,481 519,625,692 536,953,278 
Unassigned funds (surplus) 402,527,572 366,362,633 355,680,130 377,575,940 
Net premium income 1,645,033,705 1,641,821,566 1,730,907,897 1,685,633,369 
Hospital and medical benefits 1,221,436,672 1,211,425,201 1,290,730,520 1,187,995,058 
Prescription drug benefits 233,702,759 248,570,899 258,138,649 238,490,226 
Net investment income 17,085,674 19,442,736 17,561,266 16,942,998 
Net income (loss) 5,421,470 (31,513,777) (21,564,221) 46,873,985 
 
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, 2017. 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, 2017 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $437,657,988  $437,657,988 
Common stocks 137,561,039  137,561,039 
Real estate – occupied by company 756,800  756,800 
Cash, cash equivalents, and short-term 
  investments 38,938,948  38,938,948 
Other invested assets 100,195,930 $  1,757,671 98,438,259 
Receivables for securities            36,934                                 36,934 
 
Subtotal, cash and invested assets $715,147,640 $  1,757,671 $713,389,969 
Investment income due and accrued 3,202,436  3,202,436 
Uncollected premiums and agents’  
  balances in course of collection 47,720,500  47,720,500 
Amounts recoverable from reinsurers 3,557,969  3,557,969 
Funds held by or deposit with reinsured 
  companies 720,000  720,000 
Other amounts receivable under  
  reinsurance contracts 225,449  225,449 
Amounts receivable relating to  
  uninsured plans 35,345,809  35,345,809 
Net deferred tax asset 1,078,900  1,078,900 
Guaranty funds receivable or on deposit 24,290,786  24,290,786 
Electronic data processing equipment 2,868,919 746,815 2,122,104 
Furniture and equipment 2,059,758 2,059,758 
Receivable from parent, subsidiaries and 
  affiliates 21,049,967 17,976,787 3,073,180 
Health care 49,470,827 3,534,244 45,936,583 
Funds held by Federal Employee Program 54,320,150  54,320,150 
Bluecard inter plan claim receivable 6,752,054 516,793 6,235,260 
Blue distinction host billing 790,146  790,146 
Shared services receivable 517,981  517,981 
Miscellaneous receivable 364,092  364,092 
ACA receivables 1,291,267 991,267 300,000 
State income tax recovery 237,904  237,904 
Prepaid expenses 6,469,224 6,469,224 
Note receivable 903,142 903,142 
Prepaid pension assets 172,042 172,042 
Contra prepaid pension assets         (172,042)       (172,042)   ___________ 
Total assets $978,384,918 $34,955,701 $943,429,217 
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Liabilities, Surplus, and Other Funds 
 
Claims unpaid $173,542,068 
Accrued medical incentive pool and bonus amounts 2,006,117 
Unpaid claims adjustment expenses 44,209,976 
Aggregate health policy reserves 159,229,122 
Aggregate health claim reserves 5,138,137 
Premiums received in advance 25,845,479 
General expenses due or accrued 61,954,547 
Current federal income tax payable 405,110 
Ceded reinsurance premiums payable 2,327,860 
Amounts withheld or retained for the account of others 3,845,834 
Remittances and items not allocated 437,290 
Amounts due to parent, subsidiaries and affiliates 3,525,000 
Liability for amounts held under uninsured plans 19,848,456 
Note payable Prime Therapeutics, Inc. 20,017,869 
Bluecard inter plan claims payable 5,957,707 
Blue distinction ACO payable 3,180,296 
Risk adjustment payable 2,800,000 
Guaranty fund liability accrued 2,220,037 
Assumed losses payable 198,797 
Miscellaneous 135,166 
Escheat payables          128,408 
Total liabilities $536,953,278 
 
Estimated annual health insurance industry fee $  28,900,000 
Unassigned funds    377,575,940 
Total capital and surplus $406,475,940 
 
Total liabilities, capital, and surplus $943,429,217 
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SUMMARY OF REVENUE AND EXPENSES – 2017 

Net premium income $1,685,633,369 
Change in unearned premium reserves and reserve for rate credits         (8,712,402) 
Total revenues $1,676,920,967 

Hospital and medical benefits $1,187,995,058 
Other professional services 31,468,040 
Prescription drugs      238,490,226 
Net reinsurance recoveries        (10,755,523) 
Claims adjustment expenses      92,488,581 
General administrative expenses      115,662,992 
Total underwriting deductions $1,655,349,374 

Net underwriting gain $     21,571,593 
Net investment income earned    16,942,998 
Net realized capital gains        17,589,534 
Miscellaneous income           408,419 
HealthRules implementation expense         (3,169,018) 
 
Net income before federal income taxes $     53,343,526 
Federal income taxes incurred          6,469,541 

Net income $     46,873,985 

CAPITAL AND SURPLUS ACCOUNT 
 
 2014 2015 2016 2017 

Capital and surplus, beginning $438,975,353 $429,927,572 $391,862,633 $355,680,130 
     
Net income $    5,421,470 $ (31,513,777) $ (21,564,221) $  46,873,985 
Change in net unrealized 
  capital gains (9,339,691) (7,603,599) (27,255,632) 85,596,429 
Change in net deferred income tax (7,640,810) 6,375,895 (10,371,557) (11,287,072) 
Change in nonadmitted assets   5,598,784 (10,348,951) 9,249,795 (881,242) 
Pension and post retirement    
  adjustment      (3,087,534)       5,025,493     13,759,112   (1,201,741) 
Corelink impairment       ___________ ___________ ___________  (68,304,548) 
      
Net change for the year $   (9,047,781) $ (38,064,939) $ (36,182,504) $  50,795,811 
     
Capital and surplus, ending $429,927,572 $391,862,633 $355,680,130 $406,475,941 
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EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $377,575,940 as reported in the Company's 

2017 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 recommendations were made as a result of the previous examination. 

COMMENTARY ON CURRENT EXAMINATION FINDINGS 

 Related Party Agreement 

  The exam team was provided the Operating Level Agreement between the Company and 

CoreLink as documentation for the transactions paid from Azure to the Company for employee 

leasing. There does not appear to be an underlying agreement between Azure and the Company.  

This is a violation of the Nebraska Holding Company Act 44-2133 (2)(d) which requires 

transactions involving a domestic insurer and any person in its insurance holding company 

system to notify the Director in writing of its intention to enter into such transactions.  This is 

also a violation of SSAP 25(7) which states transactions between related parties must be in the 

form of a written agreement.  The amounts related to this agreement are immaterial in nature, but 

it is recommended that the fees resulting from this Operating Level Agreement should flow 

directly from CoreLink to the Company, or the Company should draft an agreement with Azure 

and file it with the Nebraska Department of Insurance accordingly.  Subject to a Form D filed 

with the Nebraska Department of Insurance on March 29, 2019, this Operating Level Agreement 

will be terminated once the Company’s conversion from CoreLink is completed. 

  



18 
 

SUBSEQUENT EVENTS  

President and CEO Appointment 

 At the March 27, 2018 Board of Directors meeting, Steven H. Grandfield was appointed 

as President and CEO to replace the retiring President and CEO, Steven S. Martin. 

Holding Company Structure Change 

 Effective July 1, 2018 and subsequent to the examination date, the Company reorganized 

from a mutual benefit insurance company to a stock insurance company, simultaneously with the 

creation of a mutual insurance holding company named GoodLife Partners, Inc.  As part of the 

reorganization, GoodLife Solutions, Inc. was formed as a new intermediate stock holding 

company and is wholly owned by GoodLife Partners, Inc.  The Company is now a wholly owned 

subsidiary of GoodLife Solutions, Inc., and will now be named “Blue Cross Blue Shield of 

Nebraska, Inc.”  As of the effective date, members of the Company became members of 

GoodLife Partners, Inc. automatically and will retain membership until the member’s policy 

expires or is otherwise terminated.   

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

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

examination: 

Related Party Agreement – It is recommended that the transactions regarding the 
Operating Level Agreement between CoreLink and the Company should flow directly 
from CoreLink to the Company, or the Company should draft an agreement with Azure 
and file it with the Nebraska Department of Insurance accordingly. 
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