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January  10, 2019

Salutation

Honorable  Russell  Toal

Superintendent  of  Insurance

Office  of  Superintendent  of  Insurance  State  of  New

Mexico

1120  Paseo  De  Peralta

Santa  Fe, New  Mexico  87504

Superintendent:

Pursuant  to  your  instructions  and in  accordance  with  New  Mexico  insurance  laws,

regulations,  and  resolutions  adopted  by  the  National  Association  of  Insurance

Commissioners  (NAIC),  a financial  examination  was made  of  the condition  ai'id affairs  of

the

Presbyterian  Health  Plan,  Inc.

9521  San  Mateo  Blvd  NE

Albuquerque,  New  Mexico

87106

hereinafter  referred  to as "PHP"  "or  the  Company.  Such  examination  was  conducted  as of

December  31, 2018  and  the  report  thereon  is herewith  respectfully  submitted.

Scope  of  the  examination

The  examination  was  a risked  focused  financial  condition  examination  conducted  in  accordance

with  the guidelines  and  procedures  contained  in the National  Association  of  Insurance

Commissioners  (NAIC)  Financial  Condition  Examiners  Handbook  and in conformity  with

accounting  practices  prescribed  or permitted  by the New  Mexico  OSI.  The  examination  was

conducted  to determine  the Company's  financial  condition,  its compliance  with  statutes,  and  to

review  its corporate  affairs  and insurance  operations.  This  statutory  examination  covers  the

period  from  January  1, 2016  through  December  31, 2018  and  material  transitions  and/or  events

occurring  subsequent  to the  examination  date  and  noted  during  this  examination.

Our  Examination  was  conducted  in accordance  witl'i  examination  policies  and standards

establislied  by State  of  New  Mexico  Office  of  Superintendent  of  Insurance  (hereinafter,  "OSI")

and  procedures  recommended  by  the  NAIC.  In accordance  with  the  NAIC  Financial  Condition

Examiners  Handbook,  we planned  and performed  the examination  to evaluate  the financial

condition  and identify  prospective  risks  of  the company  by obtaining  information  about  the

company  and  evaluating  system  controls  and  procedures  used  to mitigate  risks.  An  examination

also includes  assessing  the principles  used and significant  estimates  made  by management's
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compliance  with Statutoty  Accounting  Principles  and annual statement  instructions  when

applicable  to domestic  regulations.  Tl'ie Company's  Aru'iual Statements,  suppoiting  scliedules

and footnote  disclosures  were examined.  The examiners  also reviewed  tlie Company's  external

audit repoits,  suppoiting  schedules,  disclosures  and workpapers  for  the period  under

examination.  Tliis report  is written  by exception,  except for ceitain  items  of regulatory

significance,  and those matters examined  and found to be substantially  in compliance  witli
statutes will  not be commented  on fuither

History

Presbyterian  Health  Plan, Inc. (PHP)  and Presbyterian  Insurance  Company,  Inc. (PIC)  are

"for  profit"  corporations  incorporated  in the State of  New  Mexico  and are wholly  owned

subsidiaries  of  Presbyterian  Network  Inc. (PNI)  which  is a wholly  owned  subsidiary  of

Presbyterian  Healtlicare  Services  (PHS)  a "not  for  profit"  liealtlicare  delivery  and fii'iancing

company  in the state of  New  Mexico.  PHP or tlie  "Company"  is addressed  in  the reinainder
of  this  report.

The Company  and PIC are also owners  of  an affiliated  company  Fluent  Health,  LLC.  The

Company  holds  a 5% ownership  interest,  while  PIC  holds  5% and PNI  holds  90%  ownersl'iip

interest  in Fluent  Health,  LLC.

The  Company  also provides  stop loss coverage  to self-funded  (Administrative  Services  Only)

and Level  Funded  employer  groups.

Tlie  Company  has ownership  in two affiliates,  Southwest  Magnetic  Imaging  Associates

(SMIA)  and Advanced  Imaging  LLC  (AILLC).  SMIA  is 90%  owned  by tlie  Company  and

is accounted  for  under  the equity  method.  AILLC  is 50% owned  by  the Company  and is

also accounted  for  under  the equity  method.  Due  to the timing  of  financial  statements,  tliese

investments  are treated  as non-admitted  assets as ofDecember  31, 2018.

Management  and  control

Holding  Company  System

Presbyterian  Healthcare  Services  (PHS)  is a New  Mexico  not  for  profit  corporation  exempt

from  income  taxes  under  Section  501 (c)(3)  of  the internal  Revenue  Code  (tlie  Code). PHS

is a diversified  health  care organization  that  owns,  leases, controls,  operates  or  mandates  a

variety  of  healthcare-related  organizations,  including  nine hospitals  across New  Mexico;

over forty  clinics;  a for-profit  health  maintenance  organization  (HMO)  and an insurance

company;  an an'ibulance  company;  and several  affiliated  organizations.  PHS'  delivery

system  provides  a broad  range  of  health  care services,  including  inpatient,  outpatient,  l'iome

health  care, and physician  services.

PHS consists  of  the following  divisions  and affiliates:



Presbyterian  Healthcare  Services  Divisions

Presbyterian  Hospital,  including  the  following  which  are designated  as remote  locations  of

Presbyterian  Hospital:

Presbyterian  Kasemen  Hospital

Presbyterian  Rust  Medical  Center

Santa  Fe Medical  Center

Plains  Regional  Medical  Center

Presbyterian  Espanola  Hospital

Socorro  General  Hospital

Lincoln  County  Medical  Center  (leased  facility)

Dr.  Dan  C Trigg  Memorial  Hospital  (leased  facility)

Presbyterian  Healthcare  Services  Affiliates

Southwest  Health  Foundation

Presbyterian  Network  Inc.:

Presbyterian  Insurance  Company,  Inc.

Presbyterian  Health  Plan,  Inc.

Fluent  Health,  LLC

Albuquerque  Imaging  Associates

Southwest  Magnetic  Imaging  Associates

Presbyterian  Properties,  Inc.

Presbyterian  Healthcare  Foundation

Bernalillo  County  Healthcare  Corporation

Dba  Albuquerque  Ambulance

Presbyterian  Network,  Inc.  (PNI)  is a wholly  owned  subsidiary  of  Sorithwest  Health

Foundation.  PNI  is the  parent  organization  of  two  wholly  owned  subsidiaries:  Presbyterian

Health  Plan,  Inc.  (PHP)  and  Presbyterian  Insurance  Company,  Inc.  (PIC).  PHP  is a state-

licensed  Health  Maintenance  Organization  (HMO)  in New  Mexico  and is also  a federally

qualified  HMO  under  Title  XIII  of  the  Public  Health  Service  Act.

On  January  1, 2017,  PNI,  PHP  and  PIC,  formed  a management  services  organization,  Fhient

Health,  LLC  (Fluent),  to facilitate  potential  health  plan  joint  ventures  outside  of  the  state  of

New  Mexico.  The  business  purpose  of  Fluent  is to form  partnerships  to scale  Presbyterian's

people,  experience  and tools  in provider-owned  health  plans.  Fluent  Health  leverages

Presbyterian's  30 years  of  managed  care  experience  in an integrated  system  to partner  witli

providers  across  the  country  seeking  to start  or  strengthen  their  own  health  plans.  Through

Presbyterian's  Fluent  Health  arm,  healtli  systems  looking  to create  and  implement  a liealtli

plan  or existing  provider-owned  plans  will  have  access  to scale  and  efficiency  as well  as

strategy,  management,  product  design  and  administrative  functions.  Fluent  began  providing

these  services  to  PHP  and  PIC  on  January  1, 2017.



Board  of  Directors  as of  December  31,  2018

The  Presbyterian  Health  Plan  Board  of  Directors  is comprised  of  a diverse  group  of

volunteer  community  members.  The  Presbyterian  Health  Plan  Board  of  Directors  is

charged  with  the  oversight  of  a statewide  health  maintenance  organization  and  a healt)i

insurance  company.  The  Presbyterian  Health  Plan  provides  health  care  financing  tlirorigli

products  and  services  designed  and  delivered  to prevent  illness  and  coordinate  care  for  over

600,000  members  throughout  New  Mexico.  The  following  individuals  served  on  the  PHP

Board  January  1, 2016  through  December  31,  2018:

Year  2016 Year  2017 Year  2018

James  Hinton Dale  Maxwell Dale  Maxwell

Teresa  Kline Teresa  Kline Teresa  Kline

Helen  Wertheim Helen  Wertheim Helen  Wertheim

Lisa  Farrell  -  Lqjan Dennis  Bolin Dennis  Bolin

Michael  Richards  MD Michael  Richards  MD Michael  Richards  MD

Steplien  Chreist William  Robinson  Jr. William  Robinson  Jr.

Cathy  Eddy Douglas  Smith Douglas  Smitli

Officers  from  January  1,  2016  through  December  31,  2018

Year  2016 Year  2017 Year  2018

President  -  Brandon  Fryar President  -  Brandon  Fryar President  -  Brandon  Fryar

Treasurer  -  Amor  Brannin Treasurer  -  Arnor  Brannin Treasurer  -  Amor  Brannin

Secretary  -  Margaret

McNett

Secretary  -  Margaret

McNett

Secretary  -  Margaret

McNett

Vice  President  -  Neal  Spero

Sales  and  Marketing

Vice  President  -  Neal  Spero

Sales  and  Marketing

Vice  President  -  Neal  Spero

Sales  and  Marketing

Vice  President  -  Jana

Burdick  Chief  Service

Officer

Vice  President  -  Jana

Burdick  Chief  Service

Officer

Vice  President  -  Margaret

McNett  Associate  General

Counsel

Vice  President  -  Mary  Eden Vice  President  -  Mary  Eden Vice  President  -  Mary  Eden
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Territory  and  Plan  of  Operations

PHP  has a certificate  of  authority  to write  business  for  the  state  of  New  Mexico  and Arizona.

PHP  writes  all its business  in New  Mexico.  Although  it has a license  to transact  business  in

Arizona,  it has not  transacted  any  business  in Arizona  for  the  period  January  1, 2016  tlirorigh

December  31, 2018.

PHP  is a state-licensed  Health  Maintenance  Organization  (HMO)  in New  Mexico  and is also

a federally  qualified  HMO  under  Title  XIII  of  the Public  Health  Service  Act.  PHP  provides

comprehensive  health  care services  in New  Mexico  to individuals  primarily  throrigh  healtli

maintenance  contracts  with  employer  groups  and individuals.  PHP  has a five-year  contract

with  the State of  New  Mexico  to provide  physical  health,  behavioral  health,  and long-term

care  services  to Medicaid  eligible  individuals  under  the  Centennial  Care  program.  Tlie  initial

five-year  contract  began  January  1, 2014.  At  the  beginning  of  2018,  PHP  was  awarded  a new

five-year  contract  beginning  January  1, 2019.  PHP  also  offers  an HMO  product  to Medicare-

eligible  individuals  (Medicare  Advantage  aiid Prescription  Drug  Plan).  Tlie  Medicare

Advantage  product  provides  managed  care  services  that  include  all  Medicare  benefits  as well

as additional  managed  care  services  including  pharmacy  benefit  services.

In  addition  to  providing  full  risk coverage,  the  company  has  contracts  to  provide

administrative  services  only  (ASO)  to employers  who  self-insure  tlieir  employee's  liealth

plans.

PNI,  on behalf  of  PHP  and PIC,  has entered  into  contractual  arrangements  with  physicians

and hospitals  to deliver  healthcare  services  to its members  including  those  contractual

arrangements  are contracts  with  PHS  under  which  PHS  provides  Healthcare  Services  for  tlie

insured  members  of  the company.  On December  31, 2018  and December  31, 2017,  the

company  had a receivable  of  approximately  $1,725,000 and $7,981,000  respectively  fron'i

PHS  as a result  of  the  capitation  agreement.

Reinsurance

The  Company's  reinsurance  company  is Partner  Re America  Insurance  Company.  Certain

premiums  and benefits  are ceded  to other  insurance  companies  under  various  reinsurance

agreements.  These  reinsurance  agreements  limit  the  company's  exposure  to losses  witliin  its

capital  resources.  The  company  remains  obligated  for  amount  ceded  in tlie  event  that  tlie

reinsurers  do not  meet  their  obligations.  December  31, 2018  and 2017,  reinsurance  coverage

for  tlie  Company's  Commercial  and  Centennial  Care  lines  of  business  is a higli  excess  policy,

which  covers  90%  of  paid hospital,  physician,  and certain  pharmacy  charges  between

$550,000  and $5 million  for  commercial  and $800,000  and $5 million  for  Centennial  Care,

per individual  deductible  with  no exclusions  for amounts  paid  in excess  of  daily  rate

formulas.  Premiums  for  reinsurance  agreements  for  the  company's  Commercial  and

Centennial  Care  products  were  approximately  $5,595,000  and $4,207,000  respectively  in

2018 and 2017  and were  recorded  as a reduction  to the net premium  revenue.  These

reinsurance  agreements  are subject  to annual  review.
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Accounts  and  Records

In  accordance  with  New  Mexico  Administrative  Code  (NMAC)  Title  13,  Chapter  2, Pait

5, the  Plan's  statutory  financial  statements  are audited  anmially  by  an independent  CPA

firm  whicli  then  issues  an audit  report.  Material  weaknesses  in  tlie  internal  control  structure

of  the  Company  under  standards  established  by  the  American  Institute  of  Certified  Public

Accountants,  if  any,  would  be disclosed  in these  documents.  No  such  weaknesses  were

noted  in the  reports  issued  during  the  examination  period.  The  examiners  reviewed  the

Ernst  &  Young  (E&Y)  CPA  Reports  for  2016,  2017  and 2018.  There  were  no financial

statement  adjustments  made  to tlie  Plan's  financial  statements.  E&Y  also  opined  on tlie

statutory  basis  financial  statements  for  2016  through  2018.  No  adjustments  were  made  by

Ernst  and  Young.

Financial  Statements

The  accompanying  financial  statements  consist  of  a Balance  sheet  (ASsetS,  Liabilities,  Surplus

and  other  Funds),  and  a Statement  of  Income,  which  includes  a reconciliation  of  tlie  Capital  and

Surplus  Account,  showing  the  financial  condition  of  PHP  as of  December  31, 2018  as determined

by  this  examination  in accordance  with  the accounting  practices  and  procedures  of  the  OSI.



AssetS

Description

Bonds

Common  stocks

Cash,  cash  and  short-term  investments

Other  invested  assets

Receivables  for  securities

Subtotals  cash  and  invested  assets

Investment  income  doing  accrued

Uncollected  premiums  and  agents

balances  in  the  course  of  collection

Ainounts  recoverable  from  reinsurers

Amounts  receivable  relating  to

uninsured  plans  '

Net  deferred  tax  asset

Receivable  from  parent,  subsidiaries

and  affiliates

Healthcare  and  other  amounts

receivable

Aggregate  write-ins  for  other  than

invested  assets

Total  assets

Assets Nonadmitted

Assets

2018  Notes

Net  admitted

Assets

$205,161,006  $ - $ 205,161,006  Note

1

78,242,353  0 78,242,353

180,634,042  0 180,634,042  Note

2

3,912,999  1,800,216  2,112,783

2,700,431  2,700,431

470,650,831  1,800,216  468,850,615

1,646,510

25,042,362

1,741,378

4,785,768

15,242,254

1,725,142

$1,646,510

$25,042,362

1,391,322

8,413,635

$350,056

$4,785,768

$6,828,619

$1,725,142

66,457,400

45,087,892

. $ 632.379.537

3,924,275  $62,533,125

4 1,087,892  4,000,000

5 6617340  575762197

Q



Liabilities,  Capital  and  Surplus

Description

Claims  unpaid

Unpaid  claims  adjustment  expenses

Aggregate  health  policy  reserves

Premiums  received  in advance

General  expenses  Due  and accrued

Current  federal  and  foreign  income  taxes  payable

Amounts  withheld  or retained  to the  account  of  others

Amounts  due to Parent  subsidiaries  and affiliates

Payable  for  securities

Liability  for  amounts  held  under  uninsured  plans

Aggregate  write-ins  for  other  liabilities

Total  liabilities

Common  capital  stock

Gross  paid  in and  contributed  surplus

Aggregate  write-ins  for  other  than  special  surplus  funds

Unassigned  funds

Total  capital  and  surplus

Total  liabilities  capital  and surplus

2018

$177,831,540

3,291,914

6,975,735

7,150,637

90,206,418

15,131,392

2,112,787

43,706,538

2,684,091

3,7  48,848

4 0,383,512

$393,223,412

$800,000

73,87  4,967

(4,655,007)

112,518,825

$182,538,785

$575.762.197

Notes

Note  3
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Statement  of  Revenue  and  Expenses

Statement  of  revenue  and  expenses

Member  months

Net  premium  income

Total  revenues

Hospital/medical  benefits

Other  professional  services

Prescription  drugs

Aggregate  write-ins  for  other  hospital  and  medical

Incentive  pool,  withholding  adjustments  and  bonus  amounts

Subtotal

Less  net  reinsurance  recoverable

Total  hospital  and  medical  lines

Claims  adjustment  expenses

General  and  administrative  expenses

Total  underwriting  deductions

Total  underwriting  gain  or  loss

Net  investment  income  earned

Net  realized  capital  gains  losses

Net  investment  gains

Aggregate  write-ins  for  other  income  or expenses

Net  income  or  loss

Federal  and  foreign  income  taxes

Net  income

2018

4,177,196

$2,1 49,376,736
$2,1 49,376,736

$1,569,651,793
$87,642,831

$168,982,565
($908,789)

$455,826

$1,825,824,226
$7,207,556

$1,818,616,670
$84,525,664

$203,441,091
$2,106,583,425

$42,793,311
5,187,651
6,414,527

11,602,178

$301,629

$54,697,118
$17,088,514
$37.608.604
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Capital  and  Surplus  Account

Description

Capital  and  surplus  prior  to reporting  your

Net  income  or  loss

Change  in  net  unrealized  capital  gains  or  losses

Change  in net  deferred  income  tax

Change  in nonadmitted  assets

Aggregate  write-ins  for  gains  or losses  in surplus  (Fluent  Transfer)

Net  change  in capital  and  surplus

Capital  and  surplus  and  overreporting.

Total  capital  and  surplus

2018

$236,333,429

$37,608,604

$2,314,556

$9,345,519

($56,953,210)

($46,110,113)

($53,794,644)

$182.538.785

$182.538.785
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Footnotes  to  Financial  Statements

Note  1 Bonds

The  Company's  bonds  consist  of  the  following:

Bonds

Goverrunent  bonds

US  states,  territories  and  possessions

US  political  subdivisions  of  states,  territories  and  possessions

US  special  revenue  and  special  assessment  obligations

Industrial  and  miscellaneous  -  United  States

Industrial  and  miscellaneous  -  Canada

Industrial  and  miscellaneous  -  other  countries

Total  bonds

Note  2 Cash  and  Short-Term  Investments

Account  name

Cash:

Operating  cash  bank  account

Depository  bank  account

Disbursement  bank  account  AP

Level  funding  bank  account

Total

Cash  equivalents:

Wells  Fargo  government

Wells  Fargo  government

Total  cash  equivalents

Short-term  investments:

United  States  treasury

United  States  treasury

United  States  treasury

Bank  of  Nova  Scotia

Hyundai  Capital  America

Total  sliort-terin  investments

Maturity

Date

2/15/2019

2/28/2019

4/25/2019

6/14/2019

9/27/2019

Total  cash  and  short-term  investments

2018

$112,133,392

$50,633,121

($6,73 1,782)

$15,850,7  44

$171.885.475

$2,957,070

$282,144

$3,239,214

$795,366

$3,578,531

$296,867

$783,289

$55,301

$5,509,354

$180.634.043

Amount

$14,505,143

$369,959
$2,517,159

$101,023,250
$77,3 17,809

$2,7  41,290

$6,686,396

!B205.161.006
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Note  3 Claims  Unpaid

Claims  Liability  End Of

Current  Year Comprehensive

Hospital  and

Medical

Federal

Employee  Medicare

Health  Benefit

Plan

Medicaid Total Note

Repoited  in process of
adjustment $1,556,541 0 $731,616  $7,759,101  $10,047,258

Incurred  but unrepoited 15,869,180 1,889,029  8,531,400  144,703,641  170,993,250

Total  direct  business 17,425,721 1,889,029  9,263,016  152,462,742  181,040,508

Less  Reinsurance  ceded 106,414 3.102.554 3,208,968

Net Claims  Liability J8  J  i  NOte 3

Reserve  Adequacy  Risk

The  examiners  define  reserve  adequacy  risk  as the risk  that  reserves  as booked  in the annual

statement  may  not  be enoughto  cover  actual  future  experience.  The  primary  mitigation  tecl'inique

PHP  en'iploys  to mitigate  this  risk  is reserves  being  set and  verified  by credentialed  actuaries.

Internally  the  appointed  actuary,  Charles  Merz,  FSA,  MAAA  reviews,  PHP  reserves  eacli  month.

Milliman  reviews  reserves  quarterly.  As  part  of  the  annual  financial  audit,  E&Y  actuaries

review  the  adequacy  of  the  Company's  reserves.

Actuarial  methods,  assumptions  and reserve  estimates  have  been  reviewed  by multiple

credentialed  actuaries,  including  (l)  Charles  Merz,  FSA,  MAAA  the appointed  actuary,  (2)  the

audit  actuaries  at Ernst  &  Young,  and  (3)  an additional  external  review  performed  eacli  year  by

tl'ie actuaries  at Milliman.  We  have  reviewed  the  repoits  and  findings  of  these  prior  reviews.  We

find  that  these  reviews,  analyses  and  conclusions  appear  to have  been  performed  in accordance

with  applicable  Actuarial  Standards  of  Practice  and  seem  to be enough  in  determining  tl'iat  PHP

reserves  are adequate.

Subsequent  events

There  was  one  subsequent  event.  The  Company  had  a data  breach  in 2019.  The  office  of

the  Superintendent  of  Insurance  has  commissioned  a separate  assessment  of  the  data  cyber

security  for  all  insurers  in  the  state  of  New  Mexico.  This  subsequent  event  will  be reviewed

by  this  assessor.  The  assessor  will  issue  a separate  report  regarding  cyber  security.
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Summary  of  Comments  and  Recommendations

There  were  no financial  adjustments  or recommendations  for  this  exam  repoit.

CONCLUSION

As a result  of  this  examination,  the financial  condition  of  Presbyterian  Health  Plan,  Inc.

as of  December  31, 2018  is summarized  below:

Net  assets

Liabilities

Total  capital  and surplus

Total  liabilities,  capital  and  surplus

$605,983,227

396,108,664

209,87  4,563

$605,983,227

It is concluded  that  PHP met  the minimum  surplus  requirements  pursuant  to NMSA

59A-46-13(A)  as of  December  31, 2018.

In addition  to the undersigned,  Kirk  Branius,  representative  of  Merlino  & Associates,

Inc.  participated  in  tis  examination  and join  the  undersigned  in  gratefully

acknowledging  the timely  and courteous  cooperation  extended  by  the officers  of  PHP,

during  the examination.

Respectfully  submitted,

!ax,  Vepa
Max  Vega,  CFE,  CIE,  MCM

Examiner-in-Charge

Representing  the Office  of  Superintendent  of  Insurance  State of

New  Mexico

CFE

Chief ce  Examiner

Office  of  Superintendent  State of  New  Mexico

15


