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 Minneapolis, Minnesota 
 March 8, 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: 

 DELTA DENTAL OF NEBRASKA 
 
which has its Statutory Home Office located at 
 
 11235 Davenport Street, Suite 113 
 Omaha, Nebraska 68154 
 
with its Principal Executive Office located at 
 
 500 Washington Avenue S, Suite 2060 
 Minneapolis, Minnesota 55415 
 
(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, 2012 by the State of Nebraska.  The 

current financial condition examination covers the intervening period to, and including, 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 participated in this examination and 

assisted in the preparation of this report.   
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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.  

 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, election of Directors and Officers, approval of investment transactions 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 
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State of Nebraska was 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”. 

 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 Baker Tilly 

Virchow Krause, LLP the Company’s external auditors, during their audit of the Company’s 

accounts for the year ended December 31, 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.   

DESCRIPTION OF COMPANY 

HISTORY 

 The Company was incorporated in the State of Nebraska on April 29, 1985 as a nonprofit 

health services company under the name, Delta Dental Plans of Nebraska.  The Company is a 

member and independently operated affiliate of Delta Dental Plans Association (DDPA).  The 

Company changed its name to Delta Dental of Nebraska effective January 1, 2007.  Effective 
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August 22, 2016, the Company reorganized, changing their organization type from a Dental 

Service Corporation to a Prepaid Limited Health Organization.   

MANAGEMENT AND CONTROL 

 Members 

The Company’s By-Laws state that, “a health service provider licensed in the State of 

Nebraska to provide a health service offered by the corporation may automatically become a 

member of the corporation upon the corporation’s acceptance of the health service provider’s 

Participating Agreement.”   

According to the By-Laws, “the annual membership meeting shall be held on or before 

June 30 each year at a time, date and place to be established by the Board of Directors.  Written 

notice shall be given to each member not less than 30 days in advance…”  The By-Laws further 

state, “special meetings of the members shall be called at any time on written direction of a 

majority of the entire Board of Directors or upon written request of one-fourth (1/4) of the 

members of the corporation…At any regular or special members meeting, a quorum shall consist 

of at least one (1) member of the corporation present either in person or by proxy, provided 

proper notice of the meeting has been given consistent with these By-Laws.  Each member in 

attendance in person or by proxy shall be entitled to one vote on any matter submitted for a vote 

of the membership at a meeting...Valid proxies which contain the name, address, and signature 

of the member and which are dated within thirty (30) days prior to the date of the meeting shall 

be honored subject to verification or validation that the person granting the proxy is a member of 

the corporation.”  During the period covered by this examination, annual membership meetings 

were held on June 24, 2013; June 30, 2014; June 29, 2015; and June 27, 2016.     
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 Board of Directors  

 The Articles of Incorporation state, “the business affairs of the Company shall be 

governed by a Board of Directors.  Requirements and obligations of such Board of Directors 

shall be as set forth in the By-Laws.”  The By-Laws state, “the Directors of the corporation shall 

be not less than five (5) or more than seventeen (17) in number.  The Board of Directors will be 

composed of a majority of non-health service providers.  Each Director shall have one (1) vote at 

the meetings of the Board of Directors.  A quorum shall consist of the greater of one-third (1/3) 

of the total number of Directors then in office or two (2) Directors.  The majority vote of those 

Directors present at any meeting where a quorum is present shall be sufficient to pass any 

measure except measures on which a greater vote is required by the Articles of Incorporation, 

these By-Laws or any provision of applicable Nebraska law.” 

According to the By-Laws, “the term of the Directors of this corporation shall be three 

(3) years.  The election of Directors shall be by the membership and recorded at the annual 

meeting of the membership to the end that the terms of the Directors of this corporation shall be 

staggered so that there shall be a maximum of continuity of directorship and management.” 

 The following persons were serving on the Board of Directors at December 31, 2016: 

 Name and Residence  Principal Occupation  

 Patrick J. Boler                 Board Chairman & Treasurer of the Company  
 Omaha, Nebraska Principal, Boler, Wood and Associates  
  Employee Benefits Advisor, Marcotte Insurance  
    Agency 
  
 Richard D. Fitzgerald, DDS Private Practice Dentist 
   Omaha, Nebraska 
 
 Patrick Garvey Vice-President, Garvey & Associates, Inc. 
  LaVista, Nebraska 
  
 Thomas S. Lentz Owner, Profit Advantage, Inc. 
 LaVista, Nebraska  
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 Name and Residence  Principal Occupation   

 James D. Palmer, DDS Private Practice Dentist 
 Lincoln, Nebraska       
 
 Dee A. TeKrony Employee Benefits Manager 
  Omaha, Nebraska Swartzbaugh, Farber & Associates  
 
 Rodney A. Young President and Chief Executive Officer 
   Eagan, Minnesota Delta Dental of Minnesota 

     
 Officers 

 The Company’s By-Laws state that, “the Board of Directors shall have the power to elect 

from its own members a President, a Board Chair, a Board Vice-Chair, a Secretary and a 

Treasurer and any other officers or assistant officers as the Board of Directors shall, from time to 

time, so determine.  Any two or more Officer positions may be held by the same person except 

for the Offices of Board Chair and Secretary.”  

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

2016: 

Name  Office 
 
Stephanie A. Albert Assistant Secretary & General Counsel 
Patrick J. Boler Board Chairman & Treasurer 
Christopher N. Earl Senior Vice President of Sales 
Richard D. Fitzgerald Vice Chairman 
Tamera K. Robinson Assistant Treasurer, Senior Vice President & Chief 

Financial Officer 
Dee A. TeKrony Secretary  
Rodney A. Young President 

 
Committees 
  
 According to the By-Laws, “the Board of Directors may act by and through such 

committees as may be specified in resolutions approved by a majority of the total number 

Directors in office when the committee is created.  Each such committee shall have such duties 

and responsibilities as are established for it from time to time by the Board of Directors, 
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provided such duties and responsibilities are consistent with the corporation’s Articles of 

Incorporation, these bylaws or any provision of applicable Nebraska law.”  The By-Laws further 

state, “there shall be a nominating committee of three (3) members appointed by the Board 

Chair.”  When further discussing committee composition, the By-Laws state, “the committees 

shall be composed of not less than two (2) Directors, who shall be appointed by a resolution 

approved by a majority of the total number of Directors in office when the committee member is 

appointed.”  As of December 31, 2016 the Company had two (2) committees, a Governance and 

Nominating Committee and a Professional Review and Relations Committee.   

  The following persons were serving on the Professional Review and Relations 

Committee at December 31, 2016: 

    Richard D. Fitzgerald, DDS  James Palmer, DDS 
    John Anderson, DDS   Michael Zakula, DDS  
 
 The Company indicated that the entire Board of Directors was serving as the Governance 

and Nominating Committee as of December 31, 2016.   

 As of December 31, 2016, the Governance and Nominating Committee consisted of (7) 

members.  According to the Article III, Section 3 of the By-Laws, the Nominating Committee is 

required to have three (3) members.  To address this issue, the Company amended Article III, 

Section 3 in June of 2017 to state the Nominating Committee shall be of at least two (2) directors 

appointed by the Board Chair.  The subsequent amendment brought the Company into 

compliance with their By-Laws, and as such, no recommendation is deemed necessary.   

ADMINISTRATIVE AGREEMENTS  

 DeCare Dental, LLC 

The Company entered into a Management Agreement with DeCare Dental, LLC 

(DeCare) on January 1, 2006.  Under the terms of the agreement, DeCare will provide the 
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Company with management and related services necessary and appropriate to effectively market 

and administer group prepaid dental plans in Nebraska.   The Company pays DeCare an annual 

administrative fee on a “Per Paid Claim” basis.  The administrative fee is approved annually by 

the Company’s Board of Directors as a part of the Company’s annual financial budget.   

The Company is a member company of DDPA.  Due to this affiliation, the agreement 

was amended on June 23, 2008 to include the required DDPA language designed to protect Delta 

Dental Confidential Information and Delta Dental Service Marks in DDPA Member Company 

relationships with non-Delta Dental parties. 

The agreement was amended on April 7, 2009 to acknowledge the purchase of DeCare by 

Anthem Holding Corp., a subsidiary of WellPoint, Inc. The Board of DDPA approved the 

transaction on terms and conditions on April 6, 2009.  In connection with the DDPA Approval 

Agreement, the Company entered into a Joinder Agreement on April 6, 2009, which bound them 

to certain provisions of the DDPA Approval Agreement.  

The agreement was amended on June 15, 2009 to extend the term of the agreement until 

December 31, 2011 and shall be renewed automatically on an annual basis.  Notice to non-renew 

by either party shall be provided 120 days prior to the effective date of the termination.  

The agreement was amended on January 24, 2014 to reflect a settlement agreement 

entered into on November 4, 2013.  The settlement included a Plan of Remediation (POR) and 

certain aspects of the POR applied to services provided by DeCare’s subsidiary to the Company.  

The parties acknowledged the POR will be implemented as soon as practical and that 

administrative service agreements between DeCare and Delta Dental of Minnesota (DDMN) will 

also be amended, and those amendments will apply to the Company to the extent necessary to 

implement the POR.   
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The Company terminated the Agreement with respect to their individual line of business 

effective October 1, 2016.  The Agreement with respect to their group line business was still in 

effect as of December 31, 2016.   

 Delta Dental of Michigan 

  DDMN entered into an Administrative Services Agreement with Delta Dental of 

Michigan (DDMI) and Renaissance Life & Health Insurance Company of America 

(Renaissance) effective September 19, 2016.  The Agreement transitioned the administrative 

services for the Company’s individual line of business from DeCare to DDMI/Renaissance as of 

October 1, 2016.     

  Services provided under the terms of the Agreement include, but are not limited to: 

policy administration, client set up and enrollment, billing, premium processing and collections, 

commission calculation and payment as well as claims handling.  The Company pays an 

administration fee of $3.45 per primary subscriber, per month (PSPM Fee).  During the term of 

the Agreement, and no more frequently than on the annual anniversary of the Launch Date, 

DDMI/Renaissance may increase the PSPM Fee in an amount not to exceed six percent (6%) of 

the amount of the current PSPM Fee.  Any add-on administrative services will be paid at the 

actual cost incurred by DDMI/Renaissance. 

 Delta Dental of Minnesota 

  The Company has no direct employees and is managed by DDMN, a subsidiary of 

Stratacor.  The Company entered into an Administrative Agreement with Stratacor (formerly 

Delta Dental Benefits Plans of Minnesota) effective January 1, 2014.  The agreement replaced 

portions of the agreement with DDMN, effective April 9, 2009.  The agreement expires on 
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December 31, 2018 and will automatically renew for one (1) year terms unless either party gives 

the other party ninety (90) days written notice.  

 DDMN provides three (3) employees who work exclusively on the management and 

administration of the Company, and the associated costs of those employees is charged to the 

Company at actual cost.  The Company pays a monthly fee based on DDMN’s total cost of 

providing the services plus a reasonable margin.  The margin is initially set at six percent (6%) 

and shall be reexamined by an independent compensation consultant no less than once every 

three (3) years and adjusted, as necessary, to reflect fair market value for the services provided. 

Certain other items are billed to the Company at actual cost with no added margin.   

 The management and administrative services performed by DDMN include, but are not 

limited to: strategic management and operational oversight, professional services and provider 

relations, financial reporting and accounting services, business and product development, legal 

and regulatory services and marketing.   

 Joinder Agreement  

  The Company entered into a Joinder Agreement with Delta Dental Plans Association 

(DDPA) and DeltaUSA, effective April 6, 2009.  The agreement is a product of DeCare’s 

acquisition by Anthem Holdings Corp.  The agreement gave the Company access to DDPA, and 

binds the Company to certain guidelines and standards of the original agreement between DDPA, 

DeltaUSA, DeCare, DeCare ASO, LLC, and DeCare International.   

TERRITORY AND PLAN OF OPERATION 

 The Company is licensed as a Prepaid Limited Health Organization and administers pre-

paid dental service plans under agreements offered to its subscribers on either a risk basis or an 

administrative services only basis.  Participating dentists receive payments from the Company for 
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services provided to subscribers in accordance with the usual, customary and reasonable provisions 

of the membership agreements. 

 The production of business is carried out by the Sales Manager, based out of the Company’s 

Statutory Home Office.  The Company markets to employer groups and individuals through brokers 

and consultants, as well as directly to individuals.  The Company also offers healthcare reform 

products on the federal healthcare exchange.  

REINSURANCE 

 The Company does not cede nor assume any business. 

BODY OF REPORT 

GROWTH 

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

covered by this examination: 

 2013 2014 2015      2016 

Bonds $  6,565,000 $  6,470,000 $                 0  $                0  
Common stocks 2,294,368 2,511,117 8,427,895 5,238,372 
Admitted assets 10,045,569 10,530,518 11,594,413 12,617,399 
Claims unpaid  185,000 227,000 245,000 210,000 
Total liabilities 488,573 656,813 1,114,539 2,122,449 
Capital and surplus 9,556,996 9,873,706 10,479,874 10,494,949 
Premium income 5,731,200 7,207,340 7,605,271 7,665,150 
Net investment gain 380,740 111,646 891,322 111,873 
Benefit and loss related payments 4,138,286 5,088,769 5,726,289 5,576,166 
General administrative expenses 180,074 865,621 1,140,962 1,716,453 
Net income (loss) 959,069 451,061 1,268,285 (245,326) 
Member months 290,482 364,578 364,728 389,575  
 
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 
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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. 

FINANCIAL STATEMENT 
DECEMBER 31, 2016 

Assets 
 Assets Not Net Admitted 
 Assets Admitted Assets 
 
Common stocks $  5,238,372  $   5,238,372 
Cash and short-term investments     6,854,314                 6,854,314 
    
Subtotals, cash and invested assets $12,092,686  $12,092,686 
Investment income due and accrued 19,130  19,130 
Uncollected premiums 37,297  37,297 
Amounts receivable relating to uninsured plans 464,880  464,880 
Miscellaneous Accounts Receivable  3,406  3,406 
Prepaids            6,366 $6,366                    . 
 
Total $12,623,765 $6,366 $12,617,399 
 
Liabilities, Surplus and Other Funds 
 
Claims unpaid $     210,000 
Unpaid claims adjustment expenses 11,900 
Premiums received in advance 171,198  
General expenses due or accrued 186,753 
Amounts due to parent, subsidiaries and affiliates 789,225 
Other payables – miscellaneous accruals 239,846  
Processed claim checks not yet released        513,527 
   
Total liabilities $  2,122,449 
 
Unassigned funds  $10,494,949 
 
Total surplus $10,494,949 
 
Total liabilities, surplus and other funds $12,617,398 
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STATEMENT OF REVENUE AND EXPENSES - 2016 
 
Underwriting Income 
 
Net premium income $7,665,150 
Change in unearned premium reserves and reserve for rate credits      (10,749) 
 
Total revenues $7,654,401  
 
Total hospital and medical  $5,576,166 
 
Claims adjustment expenses $   721,028 
General administrative expenses   1,716,453 
 
Total underwriting deductions $8,013,647 
    
Net underwriting gain $  (359,246) 
 
Net investment income earned $   104,817 
Net realized capital gains          7,056 
    
Net investment gains $   111,873 
 
Other administrative income $       1,660 
FMG profit             387 
 
Net income $  (245,326) 
 
 

CAPITAL AND SURPLUS ACCOUNT 
 
 2013 2014  2015 2016 
 
Capital and surplus, beginning $8,346,891 $9,556,996 $  9,873,707 $10,479,873 
     
Net income $   959,069 $   451,061 $  1,268,285 $    (245,326) 
Change in net unrealized capital 
      gains 235,456  152,137 (948,920) (263,759) 
Change in nonadmitted assets        15,580     (286,488)        286,802           (3,358) 
     
Net change for the year $1,210,105 $   316,710 $     606,167 $      (15,075) 
 
 Capital and surplus, ending $9,556,996 $9,873,706 $10,479,874    $10,494,949 
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EXAMINATION CHANGES IN FINANCIAL STATEMENTS 

 Unassigned funds (surplus) in the amount of $10,494,949, 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 EXAMINATION RECOMMENDATIONS 

Annual Statement – Jurat Page –The Company stated on the 2012 Annual Statement Page 
1 – Jurat Page, that there were a total of three Officers of the Company.  During the review of 
the Board of Director minutes, it was noted that there are a total of four Officers. It is 
recommended that the Company file their Annual Statement in compliance with Annual 
Statement Guidelines Page 25 – Jurat Page, listing all Officers and titles on the Jurat Page. 

 
Action: The Company has complied with this recommendation. 

Corporate Records – Administrative Agreements and Amendments – In review of the 
Company’s administrative agreements, it was noted that these agreements were entered into 
without being submitted to and approved by the Director of the Nebraska Department 
Insurance prior to their effective dates.  It is again recommended that the Company comply 
with Section §44-3810 of the Nebraska Insurance Statutes which states, “Such contracts shall 
be filed with and approved by the Director as being in accordance with the plan of the 
Company prior to their effectiveness.”   

 
Action:  The above referenced statute was applicable to Prepaid Dental Service 
Corporations.  The Company reorganized as a Prepaid Limited Health Organization as of 
August 22, 2016 and the referenced statute no longer applies.   
 

 
COMMENTARY ON CURRENT EXAMINATION FINDINGS 

Investment Compliance 

 The Company was not in compliance with Nebraska Insurance Statutes for Prepaid 

Limited Health Organizations.  The Company reorganized as a Prepaid Limited Health 

Organization on August 22, 2016 and became subject to Section §44-4715, which only permits 

the Company to invest in cash, certificates of deposit or obligations of a State or of the United 

States.  As of December 31, 2016, the Company had approximately $5.2 million in common 

stock holdings.  After being advised of the issue the Company restructured their portfolio and 
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provided documentation to show their investments were brought into compliance with Section 

§44-4715 as of June 30, 2017.  As the Company is now in compliance, no recommendation is 

deemed necessary. 

Amounts Due to Related Parties 

 The Company reported $789,225 in amounts due to parent, subsidiaries and affiliates as 

of December 31, 2016.  The Company is a stand-alone entity and does not have a parent, nor any 

subsidiaries or affiliates.  The Company corrected their reporting in their June 30, 2017 filing by 

reporting related amounts as a management fee payable, and as such, no recommendation is 

deemed necessary. 

Investment Review and Approval 

Section §44-5105 of Nebraska Insurance Statutes requires investment transactions to be 

reviewed and approved by the Board on a no less than quarterly basis.  The Company’s Board 

meets on a semi-annual basis.  On a quarterly basis the CFO provides the Board with a financial 

package that contains detailed investment information, however the Board is not approving 

investment transactions on a quarterly basis. The Company reorganized as a Prepaid Limited 

Health Organization on August 22, 2016 and is no longer subject to Section §44-5105 

requirements due to an exemption provided by Section §44-4711.  As the Company is now 

exempted from Section §44-5105 requirements, no recommendation is deemed necessary.  

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

 There are no comments or recommendations that have been made as a result of this 

examination. 
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