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May  23, 2018

Honorable  John  Franchini,  Superintendent  of Insurance

Office  of Superintendent  of Insurance

State  of  New  Mexico

1120  Paseo  De Peralta

Santa  Fe, New  Mexico  87501

Dear  Superintendent:

Pursuant  to your  instructions  and Order  for Examination  Docket  #17-00005-COMP-EX,  and in

compliance  with  New  Mexico  Statues,  in accordance  with  the practices  and procedures  promulgated

by the  National  Association  of Insurance  Commissioners  (NAIC),  we have  conducted  an examination

as of December  3"l, 2016,  of the  financial  condition  and corporate  affairs  of:

UnitedHealthcare  of  New  Mexico,  Inc.

8220  San  Pedro  NE, Suite  300

Albuquerque,  New  Mexico  87113

hereinafter  referred  to as the ("Company"  or "UHC  NM").  Such  report  of examination  is

herewith  respectfully  submitted.



SCOPE  OF  EXAnfllNATION

We have performed  our full-scope,  single  state  examination  of the Company  as part of a

coordinated  examination,  including  17 states  and  29 legal  entities,  conducted  by the  lead  state  of

Connecticut  and in conjunction  with other  jurisdictions  of sub-group  7 (including  New  Mexico,

Georgia,  and Michigan).  The  last  examination  covered  the  period  of January  4, 2C)11 through

December  31, 2013.  This  examination  covers  the period  of January  1, 2014  through  December
31, 2016.

We conducted  our  examination  in accordance  with the NAIC  Financial  Condition  Examiners

Handbook,  201  7 Edition  (the  "Handbook").  The  Handbook  requires  that  we plan  and  perform  the

examination  to evaluate  the  financial  condition,  assess  corporate  governance,  identify  current  and

prospective  risks  of  the  Company  and  evaluate  system  controls  and procedures  used  to mitigate

those  risks.  An examination  also includes  identifying  and evaluating  significant  risks  that  could

cause  an insurer's  surplus  to be materially  misstated  both  currently  and prospectively

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

examination  process.  This  may  include  assessing  significant  estimates  made  by management

and  evaluating  management's  compliance  with  the  Office  of Superintendent  oflnsurance's  ("OSI")

statutes  and guidelines,  Statutory  Accounting  Principles,  as adopted  by OSI, and NAIC  Annual

Statement  Instructions.  The  examination  does  not attest  to the  fair  presentation  of the  financial

statements  included  herein.  If, during  the  course  of the examination  an adjustment  is identified,

the impact  of such  adjustment  will be documented  separately  following  the Company's  financial

statements.

This  examination  report  includes  significant  findings  of fact,  in accordance  with  NMSA  §59A-4-9

and general  information  about  the insurer  and its financial  condition.  There  may  be other  items

identified  during  the  examination  that,  due  to their  nature  (e.g.,  subjective  conclusions,  proprietary

information,  etc.),  are  not  included  within  the  examination  report  but  are separately  communicated

to other  regulators  and/or  the  Company.

The  Company  was  audited  annually  for  the years  2014  through  2016  by the accounting  firm of

Deloitte  & Touche,  LLP  ("D&T").  The  Company  received  an unmodified  opinion  in each  of those

years.  Certain  audit  work  papers  of D&T  were  reviewed  and relied  upon  in conjunction  with  this

examination.

SUMMARY  OF SIGNIFICANT  FINDINGS

Current  Examination  Findings

None

Prior  Examination  Findings

1. It is recommended  that  the  Company  extend  its current  approach  for  managing  EUC  risks

by implementing  a formal  policy  regarding  EUC management,  as well  as procedures  to

support  an effective  approach  for  evaluating  the risk  and control  conclusions  reached  by

process  owners.  The  EUC policy,  procedures  and  related  tool(s)  should  be the

responsibility  of  the Company's  management  and not Internal  Audit.  These  procedures,

supported  by the EUC  tool,  should  focus  on applying  IT-type  controls  (security,  change

management,  backup,  etc.)  to EUC  files.  Deviations  from  controls  recommended  by the
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EUC tool should  be  investigated  and approved  by  qualified  internal  management

resources  to ensure  that  they  are appropriate.  Deviations  from  recommended  controls

should  also  be reviewed  on a periodic  basis.

General

COMPANY  HISTORY

The Company  was incorporated  as Evercare  of New Mexico,  Inc. to operate  as a health

maintenance  organization  by the  State  of New  Mexico  Public  Regulation  Commission  on April  29,

2008.  Effective  December  2, 2011,  the  Articles  of Incorporation  were  amended  to change  the

name  of the corporation  to its current  name,  and on August  17, 2012  the  Company  was  issued

an Amended  Certificate  of Authority  to transact  the business  of health  maintenance  organization

insurance  in the  State  of New  Mexico  as UHC  NM, pursuant  to NMSA  §59A-46.

Capital  Stock  and  Surplus

As of December  31 2C)16, the Company  had total capital and surplus totaling $136,042,753. The
Articles  of Incorporation  authorize  the  Company  to issue  1,000  shares  of no par  value  common

stock. As of December 3i  2016, 100 shares were issued and outstanding  to the Company's
parent  and sole  shareholder,  UnitedHealthcare  Insurance  Company  ("UHIC"),  Connecticut.  A

summary  of the  Company's  capitalization  for  the  examination  period  is presented  as follows:

$000s  omitted

Period  Ended

December  31, 2014

December  31, 2015

December  31, 2016

Shares

Issued  and

Outstanding

100

100

100

Common

Stock  and

Paid-In

Surplus

$ 100,000  $
$ 100,000  $
$ 100,000  $

Unassigned

Surplus

21 ,566

17,440

36,043

Dividends  to  Shareholders

Section  9010

ACA

Subsequent

Fee  Year

Assessment

$ 8,595

$ 8,774

$-

Dividends  are subject  to certain  restrictions  as specified  by state  statute,  and extraordinary

dividends  require  prior  approval  by OSI.  Dividends  were  paid  to UHIC  during  the examination

period  as follows:

Year

2014

2015

2016

$000  omitted

Amount

20,000

13,000

24,200

CORPORATE  RECORDS

Type

Ordinary

Ordinary

Extraordinary

The  Articles  of Incorporation  dated  April  17,  2008,  as amended  December  2, 201 'l and  filed  with

the New  Mexico  Public  Regulation  Commission,  were  relied  upon  for this examination.  The
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Articles  provide  that  the  Company's  purpose  is to operate  as a New  Mexico  health  maintenance

organization.  The  Amended  Bylaws  of the Company  dated  January  1, 2012  have  been  relied

upon  for  this  examination.

The recorded  minutes  of the meetings  of the Company's  shareholder  and Board  of Directors

(Board)  were  reviewed.  The  shareholder's  minutes  reflect  that  one  of  the primary  functions  at the

annual  meeting  is to elect  the Directors.

The  minutes  of the Board  meetings  are detailed  and comprehensive  and appear  to fully  reflect

the acts  and decisions  of the Board.  Attachments  and exhibits  provided  to the Directors  are

maintained  with  the  minutes.  The  Board  regularly  reviews  and approves  investment  transactions

in compliance  with  NMSA  §59A-9-4(A),  which  states  that  "An  insurer  shall  not  make  any  particular

investment  or loan unless  the same  is authorized  or ratified  by the insurer's  Board,  or by a

committee  thereof  charged  with  supervision  of investments  and loans."

Conflict  of  Interest

The  ultimate  controlling  person  of the  Company,  UnitedHealth  Group,  Incorporated  ("UHG"),  and

it's Board  has adopted  a "Code  of Conduct:  Our  Principles  of Ethics  and Integrity",  which  applies

to all entities  in the holding  company  system.  As part  of this Code  of Conduct,  the Company's

officers  and directors  comply  with  the  associated  Conflicts  of Interest  Guidance  and Policies  and

complete  Conflict  of Interest  Disclosure  Forms  on an annual  basis.

MANAGEMENT  AND  CONTROL

Management

The Bylaws  of the Company,  as amended  on January  1, 2012  to reflect  the name  change  of the

Company,  provide  that  "The  Annual  Meeting  of Shareholders  will  be held  at a time  and place  fixed

by the Board."  A quorum  is defined  as "A majority  of the shares  entitled  to vote  represented  in

person  or by proxy."  The  shareholder  may  also  take  action  by unanimous  written  consent.  All action

taken  by the sole shareholder  during  the period  under  examination  was by unanimous  written

consent.

As of December  31, 2016,  the members  of the Board  and their  principal  business  affiliations  were

as follows:

N_ameandAddre__ss Principal  Occupation

Ms. Jeri  L. Jones

Phoenix,  Arizona

Chief  Executive  Officer,  West  Region  Community  & State

UnitedHealthcare  Services,  Inc.

Ms. Jean  Kalbacher

Mesa,  Arizona

Vice  President  Finance,  West  Region  Community  & State

UnitedHealthcare  Services,  Inc.

Mr. Charles  J. Milligan,  Jr.

Albuquerque,  New  Mexico

President  and  Chief  Executive  Officer

UnitedHealthcare  of New  Mexico,  Inc.

The  Bylaws  of the Company  provide  that  "The  Board  will consist  of at least  three  Directors  who  will

be elected  annually  by the  Shareholders  at their  Annual  Meeting  to serve  until  their  successors  have

been  elected  and qualified.  A Director  need not be a Shareholder  or a New  Mexico  resident.  A

Director  may  be removed  with  or without  cause  by the  Shareholders,  or may  resign.  Vacancies  may

be filled  by a majority  of the  remaining  Directors  though  less  than  a quorum."  A quorum  of the  Board

is defined  as "A  majority  of  the number  of Directors  then  in office."
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The  Bylaws  also  provide  that  "An  Annual  Meeting  of the Board  will be held  without  notice  immediately

following  the  Shareholders'  Annual  Meeting."

A review  of the minutes  of the  attendance  records  at the Company's  Board  meetings  held  during

the period  under  examination  demonstrate  the meetings  were  generally  well  attended.

The  officers  of the  Company  at December  31, 2016  were  as follows:

Mr. Charles  J. Milligan,  Jr. President  and Chief  Executive  Officer

Mr. Heath  O. Seaman Chief  Financial  Officer

Mr. Robert  W. Oberrender Treasurer

Ms. Christina  R. Palme-Krizak Secretary

Mr. N. Brent  Cottington Vice  President

Ms. Joy  O. Chieko  Higa Assistant  Secretary

Ms. Heather  A. Lang  Jacobsen Assistant  Secretary

The  Bylaws  provide  that  "The  officers  of  the  Corporation  will  be a President,  Chief  Financial  Officer

and Secretary,  and  such  other  officers  as the Board  may  elect,  to serve  until  their  successors  are

elected  and qualified.  Officers  need  not be Shareholders,  or Directors,  or New  Mexico  residents."

The Bylaws  also provide  that  "One  person  may hold more  than one office,"  and that  "The

President  shall  be the  chief  executive  officer  (unless  a separate  chief  executive  officer  has  been

elected  by the  Board)  of  the  Corporation  and  shall  see  that  all orders  and resolutions  of  the  Board

are carried  into  effect."

It should  be noted  that  certain  members  of the Board  and senior  management  of uHC  NM are

also  members  of the  Board  and senior  management  of other  affiliated  companies.

The  Bylaws  of the  Company  do not provide  for  committees,  but as contemplated  by the  Charter

of the United  HealthCare  Services,  Inc. Audit  Committee  and pursuant  to the Annual  Financial

Reporting  Regulations  promulgated  by the  NAIC  and adopted  by the  relevant  states  (the  Model

Audit  Rule),  the West  Region  United  HealthCare  Services,  Inc. Audit  Committee  has been

designated  as the  audit  committee  for  UHC  NM and  the  following  insurers  in the  Western  Region,

solely  for  the purpose  of the Model  Audit  Rule:

Health  Plan  of Nevada,  Inc.

Nevada  Pacific  Dental,  Inc.

PacifiCare  Life and  Health  Insurance

iCompany
PacifiCare  Life  Assurance  Company

PacifiCare  of Arizona,  Inc.

PacifiCare  of Colorado,  Inc.

PacifiCare  of Nevada,  Inc.

Sierra  Health  and  Life  Insurance  Company,

Inc.

UHC  of California

UnitedHealthcare  of Arizona,  Inc.

UnitedHealthcare  of Colorado,  Inc.

' UnitedHealthcare  of  New  Mexico,  Inc.

UnitedHealthcare  of Oregon,  Inc.

UnitedHealthcare  of utah,  Inc.

UnitedHealthcare  of  Washington,  Inc.

UnitedHealthcare  Community  Plan  of

California,  Inc.

Holding  Company  System

The  Company  is a member  of a holding  company  system  as defined  by NMSA  §59A-37-2,  the

ultimate  parent  of which  is UHG,  a Delaware  corporation  and publicly  traded,  diversified  health

4



company  subject  to the  Sarbanes-Oxley  Act  of 2002  (SOX).  An abridged  organizational  chart  of
the Company  and its shareholder  is as follows:

i

UHIC Holdings,  Inc.

(DE)

i
I

UnitedHealthcare  Insurance  Company

(CT)

g

'l

As noted  above,  the Company  is wholly  owned  by UHIC,  a wholly  owned  subsidiary  of UHIC

Holdings,  Inc., Delaware,  which  is a wholly  owned  subsidiary  of United  HealthCare  Services,  Inc.

("UHS"),  Minnesota,  which  is in turn  wholly  owned  by UHG.

Intercompany  Transactions  and  Agreements

During  the period  under  examination,  the Company  filed annual  registration  statements  as

required  by NMSA  §59A-37.  The  registration  statements  disclosed  that  the  Company  is a party

to numerous  intercompany  agreements  with  its affiliates,  which  are subject  to OSI's  review  and

approval.  These  agreements  involve  activities  such as administrative  services,  insolvency

guarantee,  management  and  operational  services,  pharmacy  benefits  management,  reinsurance,

revolving  credit  and  tax  allocation,  among  others.

First  Restated  Tax  Sharinq  Aqreement

Effective  April  29, 2008,  UHC  NM entered  into  a First  Restated  Tax  Sharing  Agreement  with  UHG.

The  Agreement  establishes  a formal  method  for  the allocation  and payment  of  federal,  state  and

local  income  tax liabilities  related  to the consolidated  federal  tax  returns  filed  each  year.  The

agreement  was  submitted  for  review  and approval  to OSI on February  4, 2009,  pursuant  to New

Mexico  statute  Section  57A-37-20  B NMSA  1978.

Parental  Insolvency  Guaranty  Aqreement

Effective  December  1, 2009,  UHC  NM entered  into a Parental  Insolvency  Guaranty  Agreement

with  UHS.  Under  the  terms  of the  agreement,  UHS  agrees  to provide  funds  as needed  whenever

necessary  to ensure  that  the Company  shall  have  and maintain  capital  and surplus  as required

by Section  3.11 (B)(2)(b)  of UHC  NM's  agreement  with  the  State  of New  Mexico  Human  Services

Department  of the Aging  and Long  Term  Services  Department.  The  Company  submitted  the

agreement  for  review  and  approval  to OSI  on October  28, 2009,  pursuant  to New  Mexico  statute
Section  57A-37-20  B NMSA  1978.
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Manaqement  Services  Agreement

Effective  March  1, 2011,  UHC  NM entered  into a Management  Services  Agreement  with  UHS.

Under  the terms  of the agreement,  UHS  provides  management  and operational  support  to the

Company  through  a number  of services,  including  but not limited  to, banking,  financial  reporting,

human  resources,  IT systems,  audit, legal, compliance,  regulatory  affairs,  facilities,  taxes,

insurance,  treasury  and  investments,  actuarial  and  underwriting,  benefit  design  and

administration,  call centers  and  support  activities,  claims  adjudication  and payment  systems,  cost

containment,  data  clearinghouse  and  warehouse  systems,  data  management,  disease

management,  financial  administration  systems,  marketing,  advertising,  sales,  public  relations,

medical  management,  payment  integrity,  pharmacy  benefits  management,  provider  networks  and

relations,  quality  oversight,  specialty  benefit  management  systems,  third  party  administration,  and

wellness  management.  This  agreement  supersedes  and replaces  the Cost  Reimbursement

Agreement  with  UHS  effective  January  1, 2009.  The  agreement  was  submitted  for  review  and

approval  to OSI  on January  28, 2011,  pursuant  to New  Mexico  statute  Section  57A-37-20  B NMSA
1978.

Effective  January  1, 2015, UHC NM entered  into the First  Amendment  to the Management

Services  Agreement  with UHS.  The amendment  reflects  modifications  in the Third  Party

Administrator  and Other  Services  Provisions,  Medicare  Provisions  and Medicaid  -  Other  State

Program  Provisions,  to  comply  with  the  Company's  regulatory  requirements.  The  first

amendment  was submitted  for review  and approval  to 081 on November  14, 2014  and was

approved  on December  2, 20"l4.

Amended  and  Restated  Subordinated  Revolvinq  Credit  Aqreement

Effective  December  1, 20'l2,  UHC  NM entered  into an Amended  and Restated  Subordinated

Revolving  Credit  Agreement  with UHG.  Under  the  terms  of the agreement,  UHG  provides  the

Company  with  a short-term  borrowing  facility  where  UHC  NM may  borrow  funds  upon  demand

from  UHG  up to a maximum  of $50,000,000,  at an interest rate equal  to LIBOR  plus  50 basis
points.  This  agreement  replaces  and supersedes  the  Subordinated  Revolving  Credit  Agreement

and Addendum  effective  November  1, 2010.  The agreement  was submitted  for review  and

approval  to OSI on October  18, 2012  and  was  approved  on December  3, 2012.

Excess  of Loss  Reinsurance  Aqreement

Effective  January  1, 2014,  UHC  NM entered  into  an Excess  of Loss  Reinsurance  Agreement  with

UHIC.  Under  the  terms  of the agreement,  UHIC  will provide  the Company  with  excess  of loss

reinsurance  for  its Medicaid  members.  The  agreement  was  submitted  for  review  and approval  to

081  on November  19, 2013  and was  approved  on December  6, 2013.

OptumHealth  Care  Solutions,  LLC  f/k/a  OptumHealth  Care  Solutions,  Inc. - Network  Service

Aqreement

Effective  August  1, 2010,  UHC  NM entered  into  a Network  Services  Agreement  with  OptumHealth

Care  Solutions,  LLC  ("OptumHealth").  Under  the  terms  of the agreement,  OptumHealth  provides

network  management,  administrative  and other  services  relating  to the provision  of physical,

occupational  and speech  therapy  services  to the Company's  Medicaid  program  members.  The

agreement  was  submitted  for  review  and approval  to OSI  on May  19, 20'l  O and  approved  on May

24, 2010.

Effective  February  1, 2016,  UHC  NM entered  into  the  First  Amendment  to the agreement,  which

deleted  and replaced  Exhibit  A, "Compensation  for  Services  Addendum",  moved  Exhibit  D and

Exhibit  E to conform  to the standard  agreement  template,  and added  Exhibit  H, "Third  Party
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Administrator  Requirements  Appendix."  The  amendment  was  submitted  for  review  and approval
to 081  on December  28, 2015  and was  approved  on January  5, 20'l6.

Optumlnsiqht,  Inc. f/k/a  Ingenix,  Inc. -  Optumlnsight  Services  Aqreement

Effective  July  1, 201 1, UHC  NM entered  into an Ingenix  Services  Agreement  with Ingenix,  Inc.

Under  the terms  of the agreement,  the Company  is provided  with services  involving  the

investigation,  pursuit,  and recovery  of health  care  claim  overpayments  occurring  due to

fraudulent,  abusive,  or other  inappropriate  billing  activity.  This  agreement  replaced  the

Retrospective  Fraud  and Abuse  Services  Agreement  effective  January  1,  2009 and the

Subrogation  Agreement  effective  January  1, 2009.  The  agreement  was  submitted  for  review  and

approval  to OSI on May  23, 2011,  pursuant  to New  Mexico  statute  Section  57A-37-20  B NMSA
1978.

Effective  January  1, 2013,  UHC NM entered  into  the First  Amendment  to the agreement  with

Optumlnsight,  Inc. ("Optumlnsight").  The  amendment  changed  the underlying  agreement  to

Optumlnsight  Services  Agreement,  updated  the address,  and amended  terms  and pricing.  In

addition,  Exhibit  C, the New  Mexico  Medicaid  Coordination  of Long-Term  Services  Program

Regulatory  Requirements  Appendix  is  added  and replaces  the  existing  Exhibit  C.  The

amendment  was  submitted  for review  and approval  to 081 on November  14, 2012  and was
approved  on March  2al, 2013.

Effective  October  1, 2013,  UHC  NM entered  into  the  Second  Amendment  to the  agreement,  which

amended  certain  compensation  sections  in Exhibit  A-I,  "Claim  Analytics  and Recovery  Services",

Exhibit  A-2, "Retrospective  Fraud,  Waste  & Abuse  Services",  and Exhibit  A-3, "Subrogation

Services",  amended  the description  of "Legal  Action"  in Exhibits  A-I  and A-2,  and deleted  2(d)

and 2(e)  from  Exhibit  A-3.  The  amendment  was  submitted  for  review  and approval  to OSI on
August  28, 2013  and  was  approved  on December  4, 2013.

Effective  May 1, 2014,  UHC  NM entered  into the Third  Amendment  to the agreement,  which

eliminated  and replaced  Exhibit  A-1, "Claim  Analytics  and Recovery  Services",  Exhibit  A-2,

"Retrospective  Fraud,  Waste  & Abuse  Services",  and Exhibit  A-3,  "Subrogation  Services",  and

added  Exhibit  A-4,  "Premium  Audit  Services."  The  amendment  was  submitted  for review  and

approval  to OSI on March  26, 2014  and  was  approved  on April  1, 2014.

Effective  August  1, 201 E>, UHC  NM entered  into  the Fourth  Amendment  to the agreement,  which

eliminated  and replaced  Exhibit  A-1, "Claim  Analytics  and Recovery  Services",  Exhibit  A-2,

"Retrospective  Fraud,  Waste  & Abuse  Services",  and Exhibit  A-3,  "Subrogation  Services",  and

added  Exhibit  A-4,  "Premium  Audit  Services."  The amendment  was  submitted  for review  and

approval  to 081 on June  11, 2015  and  was  approved  on June  24, 2015.

Dental  Benefit  Providers,  Inc. -  Dental  Services  Agreement

Effective  April  1, 2012,  UHC  NM entered  into a Dental  Services  Agreement  with  Dental  Benefit

Providers,  Inc. ("DBP").  Under  the terms  of the agreement,  DBP  is responsible  for  managing  a

network  of dental  providers,  claims  processing  and other  administrative  functions  in order  to

provide  dental  services  for  the Company's  members.  UHC  NM remains  ultimately  responsible

for  the delivery  of dental  health  care  to its members.  This  agreement  replaced  and superseded

the Dental  Services  Agreement  effective  January  1, 2009  and subsequent  amendments.  The

agreement  was  submitted  for  review  and  approval  to 081  on February  28, 2012,  pursuant  to New

Mexico  statute  Section  57A-37-20  B NMSA  1978.

7



Effective  August  1, 2013,  UHC  NM entered  into the First  Amendment  to the agreement,  which

deleted  and replaced  Exhibit  A, "Compensation  for  Services  Addendum."  The  amendment  was

submitted  for  review  and approval  to 081  on June  5, 2013  and  was  approved  on June  7, 2013.

Effective  January  1, 2014,  UHC  NM entered  into  the  Second  Amendment  to the  agreement,  which

deleted  and replaced  Exhibit  A, "Compensation  for Services  Addendum",  Exhibit  C, "Medicare

Advantage  Regulatory  Requirements  Appendix",  and Exhibit  E, "State  Regulatory  Requirements

Appendix."  The  amendment  was  submitted  for review  and approval  to OSI on November  19,

2013  and  was  approved  on December  5, 2013.

Effective  January  1, 2015,  UHC  NM entered  into the  Third  Amendment  to the agreement,  which

deleted  and replaced  Exhibit  A, "Compensation  for  Services  Addendum."  The  amendment  was

submitted  for  review  and approval  to OSI  on November  14, 2014  and  was  approved  on December

2,2014.

Effective  January  1, 2016,  UHC  NM entered  into  the Fourth  Amendment  to the  agreement,  which

deleted  and replaced  Exhibit  A, "Compensation  for  Services  Addendum",  Exhibit  F, "Delegated

Credentialing  Addendum",  and  added  Exhibit  H, "Third  Party  Administrator  Requirements

Appendix."  The  amendment  was  submitted  for review  and approval  to OSI on November  10,

2015  and  was  approved  on November  30, 2015.

Alere  Women's  and Children's  Health,  LLC  -  Facility  Participation  Aqreement

Effective  December  1, 2013,  UHIC  entered  into a Facility  Participation  Agreement  with  Alere

Women's  and Children's  Health,  LLC ("Alere"),  to which  UHC  NM was  a participant.  Under  the

terms  of the agreement,  Alere  provides  home  infusion  therapy  to commercial  and Medicaid

pregnant  women  in need  of certain  hormonal  and insulin  therapy.  Services  provided  include  all

pharmacy  and clinical  management/coordination,  all infusion  related  supplies  and equipment

inclusive  of IV poles  and pumps,  delivery  and associated  mileage,  hazardous  waste  disposal,

patient  education  materials,  medications,  nursing  services,  diluents  and solutions  inclusive  of

flushes.  Alere  was  acquired  by UHG  on January  9, 2015,  subsequent  to the  Company's  entrance

into the agreement.

OptumRx,  Inc. -  Facility  Participation  Aqreement  -  Specialty  Pharmacy  for  the  Medical  Benefit

Effective  December  1, 2015,  UHC NM entered  into a Facility  Participation  Agreement  with

OptumRx,  Inc. ("OptumRx").  Under  the  terms  of the  agreement,  OptumRx  is acting  as a specialty

pharmacy  provider.  OptumRx  is providing  the  specialty  pharmacy  medications  covered  under  the

member's  medical  benefits.  In addition  to dispensing  and delivering  the specialty  pharmacy

medications,  OptumRx  is providing  information,  including  side  effect  management,  storage  of the

medication,  missed  dose  management,  and disease  state information,  to the Company's

members  or their  caregivers.  OptumRx  is also  providing  access  to  customer  service

representatives  and pharmacists  to provide  support  and guidance  to UHC  NM's  members  and

family  members.  The  agreement  replaced  and superseded  the Company's  participation  in the

Facility  Participation  Agreement  effective  May 1, 2008,  as subsequently  amended  by and

between  UHIC  and OptumRx.  The  agreement  was  submitted  for  review  and approval  to 081  on

October  20, 20'l5  and  was  approved  on October  27, 2015.

OptumRx,  Inc. -  Facility  Participation  Aqreement  -  Specialty  Pharmacy  for  the Pharmacy  Benefit

Effective  December  1, 2015,  UHC NM entered  into a Facility  Participation  Agreement  with

OptumRx.  Under  the terms  of the agreement,  OptumRx  is acting  as a specialty  pharmacy

provider.  OptumRx  is providing  the  specialty  pharmacy  medications  covered  underthe  member's

pharmacy  benefits.  In addition  to dispensing  and delivering  the  specialty  pharmacy  medications,
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OptumRx  is providing  information,  including  side  effect  management,  storage  of the  medication,

missed  dose  management,  and disease  state  information,  to the Company's  members  or their

caregivers.  OptumRx  is also  providing  access  to  customer  service  representatives  and

pharmacists  to provide  support  and guidance  to UHC  NM's  members  and  family  members.  The

agreement  replaced  and superseded  the Company's  participation  in the Facility  Participation

Agreement  effective  May 1, 2008, as subsequently  amended  by and between  UHIC and

OptumRx.  The  agreement  was  submitted  for  review  and approval  to OSI on October  20, 2015

and  was  approved  on October  27, 2015.

AxelaCare  Intermediate  Holdinqs,  LLC  -  Facility  Participation  Aqreement

Effective  February  1, 2016, UHC NM entered  into a Facility  Participation  Agreement  with

AxelaCare  Intermediate  Holdings,  LLC ("AxelaCare").  Under  the terms  of the agreement,

AxelaCare  provides  home  infusion  therapy  services,  including  per  diem  nursing  services  and  the

cost  of drugs.  The  agreement  was  submitted  for  review  and approval  to OSI on December  28,

2015  and  was  approved  on January  5, 2016.

United  Behavioral  Health  -  Behavioral  Health  Services  Agreement

Effective  April  1, 2016,  UHC  NM entered  into  a Behavioral  Health  Services  Agreement  with  United

Behavioral  Health  ("UBH").  Under  the  terms  of the  agreement,  UBH  is responsible  for  arranging

for the provision  of certain  mental  health  and substance  abuse  treatment  services  to the

Company's  Medicaid  members.  UHC NM remains  ultimately  responsible  for the delivery  of

mental  health  and substance  abuse  care  to its members.  The  agreement  was  submitted  for

review  and approval  to OSI on February  25, 2016  and  was  approved  on July  1, 2016.

OptumRx,  Inc.  - Third  Amended  and  Restated  Prescription  Drug  Benefit  Administration

Agreement  (Medicaid)

Effective  November  1, 2016,  OptumRx  and UHS  entered  into a Third  Amended  and Restated

Prescription  Drug  Benefit  Administration  Agreement  acting  on behalf  of its affiliates  including  but

not limited  to UHC  NM.  The  Company  was added  as a participant  by signing  a Participating

Addendum  effective  November  1, 2016.  Under  the terms  of the agreement,  OptumRx  is

responsible  for  establishing  and maintaining  a network  of participating  pharmacies,  prescription

drug  claims  processing  services,  and general  administrative  support  as to the prescription  drug

benefit  covered  for  members  enrolled  with  the  various  managed  care  organizations  under  contract

with  UHS,  including  members  enrolled  with  UHC  NM. The  agreement  applies  to the  Company's

Medicaid  and CHIP  members.  UHC  NM remains  ultimately  responsible  for  assuring  coverage  of

all prescription  drug  benefit  services  to its members.  This Agreement  replaces  the Amended

and Restated  Prescription  Drug Benefit  Administration  Agreement,  effective  January  1, 2010,

and  the  Second  Amended  and Restated  Prescription  Drug Benefit  Administration  Agreement,

effective  January  1, 2013,  and all subsequent  amendments.  The  agreement  and the  addendum

were  submitted  for  review  and approval  to 081 on September  27, 2016  and were  approved  on

October  12, 2016.

TERRITORY  AND  PLAN  OF OPERATIONS

UHC NM was licensed  only in New Mexico  and served  the following  counties  as of the

examination  date:  Bernalillo,  Catron,  Chaves,  Cibola,  Colfax,  Curry,  De Baca,  Doria  Ana,  Eddy,

Grant,  Guadalupe,  Harding,  Hidalgo,  Lea, Lincoln,  Los Alamos,  Luna,  McKinley,  Mora,  Otero,

Quay,  Rio Arriba,  Roosevelt,  Sandoval,  San Juan,  San  Miguel,  Santa  Fe, Sierra,  Socorro,  Taos,

Torrance,  Union  and Valencia.  The Company  offers  its enrollees  a variety  of managed  care

programs  and  products  through  contractual  arrangements  with  health  care  providers.

9



UHC NM has a contract  with  the State  of New  Mexico  providing  complete,  individualized  care

planning  and care  benefits  for  aging,  disabled,  and chronically  ill individuals.  The Company's

contract  also provides  Medicaid  eligible  residents  with the following  coverage:  Temporary

Assistance  for  Needy  Families  (TANF),  Children's  Health  Insurance  Program  (CHIP),  Aged,  Blind

or Disabled  (ABD),  Long  Term  Care  (LTC),  and Behavioral  Health  (BH).

Written  premiums  for  the  period  under  examination  are  presented  as follows:

Year

2014

2015

2016

Growth  of  Company

Direct  Written

Premium

$877,486,374
943,962,024

895,029,231

Ceded

Premium

$207,410
256,521

263,952

Net  Written

Premium

$877,278,964
943,705,503

894,765,279

The key figures  in evaluating  the growth  of the Company  during  the examination  period  is

presented  as follows:

Year

2014

2015

2016

Net  Admitted

Assets

$312,441  ,498
362,564,996

355,187,461

Liabilities

$182,281,109
236,350,408

219,144,708

REINSURANCE

Total  Capital

and Surplus

$130,160,389
126,214,588

136,042,753

Net  Written

Premium

$877,278,964
943,705,503

894,765,279

During  the examination  period,  LJHC NM ceded  premiums  to UHIC  to cover  certain  inpatient

hospital  claims  in excess  of defined  limits  for  its Medicaid  members.  Reinsurance  premiums,

which  are calculated  on a PMPM  basis  of $0.25,  are netted against net premium  income  in the
statutory  basis  statement  of operations.  As  of December  31, 2016,  reinsurance  recoveries  totaled

$1,895,168,andamountsrecoverablefromreinsurerstotaled$132,077.  TheCompanymaintains
insolvency  insurance  under  its reinsurance  contract  with  UHIC,  which  allows  continued  coverage

to the  enrollee  through  the date  to which  premiums  were  paid. Upon  insolvency  of the  Company,

each enrollee  has the option  to obtain  an insurance  policy  with an affiliated  entity.  See

"Intercompany  Transactions  and  Agreements"  for  more  details.

The  Company  did not  assume  any reinsurance  during  the  examination  period.

ACCOUNTS  AND  RECORDS

In accordance  with New  Mexico  Administrative  Code  (NMAC)  Title  13, Chapter  2, Part  5, the

Company's  statutory  financial  statements  were  audited  annually  by D&T,  which  issued  an audit

report,  communication  of internal  control  related  matters  noted  in an audit,  and management's

report  of internal  control  over  financial  reporting.  Material  weaknesses  in the 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.
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The Company's  accounting  procedures,  practices,  account  records  and supporting  data were

reviewed  and  tested  to the extent  available,  and as deemed  necessary,  to substantiate  UHC  NM's

financialstatements.  ThetrialbalancespreparedfromtheCompany'sgeneralledgerfor2014,2015

and 2016  were  agreed  to the  respective  Annual  Statements

INFORMATION  TECHNOLOGY  REPORT

UHG  is responsible  for maintaining  the  overall  technology  infrastructure  utilized  for data

processing  by the  business  segments  across  the  organization.  The  Information  Technology  (IT)

function  is managed  broadly  and  includes  the  operations  of UHC  NM.

The  IT portion  of the examination  was  performed  during  the  coordinated  examination  of UHG,  in

accordance  with NAIC  requirements  as outlined  in the Handbook,  utilizing  the review  of the

Company's  IT General  Controls  ("ITGCs")  from Exhibit  C Part I - Information  Technology

Planning  Questionnaire  (ITPQ)  and Exhibit  C Part  2 - Information  Technology  Work  Program

(collectively,  Exhibit  C). UHG's  responses  to the  ITPQ  were  evaluated,  and certain  controls  within

the IT control  environment  were  tested  to assess  whether  the selected  controls  were  designed

effectively  and were  functioning  properly.  Reasonable  assurance  was obtained  through  a

combination  of reviewing  UHG's  policies  and procedures,  testing  in key areas  related  to the

Exhibit  C, interviewing  UHG's  IT senior  management,  reviewing  IT risk assessment  processes

and leveraging  relevant  risk  assessment  procedures  performed  by D&T  and the  group's  interna(

audit  function.

Based  upon  the risk-based  assessment  and review,  UHG's  ITGCs  were  determined  to be

effective.

ST  ATUTORY  DEPOSITS

In accordance  with  the  requirements  of  NMSA  §59A-46-1  3(B),  the  Company  had  funds  on deposit

for  the New  Mexico  Superintendent  of Insurance  with a fair  value  of $7,213,790  at December  31,
2016.

FINANCIAL  ST  ATEMENTS

The  accompanying  financial  statements  consist  of a balance  sheet  (Assets,  Liabilities,  Capital

and Surplus),  and a Statement  of Revenue  and Expenses,  which  includes  a reconciliation  of the

Capital and  Surplus  Account, showing the financial condition of the Company as of December 31,
2016 as determined  by this examination  in accordance  with the accounting  practices  and

procedures  of the New  Mexico  Office  of Superintendent  of Insurance.
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UnitedHealthcare  of  New  Mexico,  Inc.

Assets

December  31,  2016

Company

Balance

Examination

Adjustments

Examination

Balance

Bonds

Cash,  cash  equivalents  and  short-term

investments

Subtotals,  cash  and  invested  assets

$ 123,822,700

166,066,262

$ 289,888,962

$ 123,822,700

166,066,262

$ 289,888,962

Investment  income  due  and  accrued

Uncollected  premiums  and  agents'  balances

in the  course  of  collection

Amounts  recoverable  from  reinsurers

Current  federal  and  foreign  income  tax

recoverable  and  interest  thereon

Net  deferred  tax  asset

Guaranty  funds  receivable  or  on deposit

Receivables  from  parent,  subsidiaries  and

affiliates

Health  care  and  other  amounts  receivable

Aggregate  write-ins  for  other  than  invested  assets:

Prepaid  premium  tax

Total  Assets

643,851

15,187,621

132,707

52,402

3,037,207

5,312,954

5,551  ,053

29,883,172

5,497,532

$ 355,187,461

643,851

15,187,621

132,707

52,402

3,037,207

5,312,954

5,551  ,053

29,883,172

5,497,532

$ 355,187,461
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UnitedHealthcare  of  New  Mexico,  Inc.

Liabilities,  Capital  and  Surplus

December  31, 20'16

Claims  unpaid

Accrued  medical  incentive  pool  and

bonus  amounts

Unpaid  claims  adjustment  expenses

Aggregate  health  policy  reserves

Aggregate  health  claim  reserves

General  expenses  due  or accrued

Ceded  reinsurance  premiums  payable

Remittances  and  items  not  allocated

Aggregate  write-ins  for  other  liabilities:

Delivery  system  improvement  fund  reserve

Accrued  fines  and  penalties

Unclaimed  property

Total  Liabilities

Capital  and  Surplus

Common  capital  stock

Gross  paid  in and  contributed  surplus

Unassigned  funds  (surplus)

Total  Capital  and  Surplus

Total  Liabilities,  Capital  and  Surplus

Company

Balance

Examination

Adjustments

$ 87,166,092

228,324

1,028,334

119,011  ,031

59,327

5,608,958

263,952

1,1 07,479

4,635,076

32,000

4,135

$ 219,144,708

$ 100
99,999,900

36,042,753

$ 136,042,753

$ 355,187,461

Examination

Balance

$ 87,166,092

228,324

1 ,028,334

119,011,031

59,327

5,608,958

263,952

1,107,479

4,635,076

32,000

4,135

$ 219,144,708

$ 100
99,999,900

36,042,753

$ 136,042,753

$ 355,187,461
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UnitedHealthcare  of  New  Mexico,  Inc,

Statement  of  Reyenue  and  Expenses

December  31, 2016

Net  premium  income

Change  in unearned  premium  reserves

Total  revenues

Hospital/medical  benefits

Other  professional  services

Prescription  drugs

Incentive  pool,  withhold  adjustments  and

bonus  amounts

Less:

Net  reinsurance  recoveries

Total  hospital  and  medical

Claims  adjustment  expenses

General  administrative  expenses

Total  underwriting  deductions

Net  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  before  federal  income  tax

Federal  income  taxes  incurred

Company

Balance

$ 894,765,279

(29,354,405)

865,410,874

584,140,163

32,772,600

59,536,223

91,852

1,895,168

67  4,645,670

46,071  ,645

90,373,064

811 ,090,379

54,320,495

1,902,790

(2,986)

1,899,804

(133,036)

56,087,263

21 ,707,959

Examination

Adjustments

Examination

Balance

$ 894,765,279
(29,354,405)

865,410,874

584,  140,163

32,772,600

59,536,223

91,852

1,895,168

67  4,645,670

46,071  ,645

90,373,064

811 ,090,379

54,320,495

1 ,902,790

(2,986)

1 ,899,804

(133,036)

56,087,263

21 ,707,959

Net  Income $ 34,379,304 $ 34,379,304



UnitedHealthcare  of  New  Mexico,  Inc.

Capital  and  Surplus  Account

December  31, 2016

Capital  and  surplus  prior  reporting  year

Net  income

Change  in net  deferred  income  tax

Change  in non-admitted  assets

Dividends  to Stockholders

Net  change  in capital  and  surplus

Surplus  as regards  policyholders,

Capital  and  surplus  end  of  reporting  period

Company  Examination

Balance  Adjustments

$ 126,214,588  $

34,379,304

(1 ,457,915)

1,106,776

(24,200,000)

9,828,"165

$ 136,042,753

Examination

Balance

$ 126,214,588

34,379,304

(1 ,457,915)

1,106,776

(24,200,000)

9,828,165

$ 136,042,753
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SUBSEQUENT  EVENTS

Effective  November  16, 2017,  UHC  NM declared  a cash  dividend  of $26,000,000  to be paid  to
UHIC.  The  extraordinary  dividend  was  approved  by OSI and  paid  on December  18, 2017.

Effective  January  1, 2018,  the  Company  has obtained  approval  from  the  Centers  for  Medicare

and Medicaid  Services  to start  offering  the  Medicare  Advantage  product.

The  Company's  procurement  bid to renew  its Centennial  Care  Medicaid  contract  with  the  State

of New  Mexico  was  denied  for  the period  beginning  January  1, 2019. The  Company  has  filed  a

protest  and requested  that  it be awarded  a contract.
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CONCLUSION

As a result  of this  examination,  the  financial  condition  of UnitedHealthcare  of  New  Mexico,  Inc.
as of December  3a), 2C)16 is summarized  as follows:

Admitted  Assets $355.187.461

Liabilities

Total  Capital  and  Surplus

$219,144,708

$136,042,753

Total  Liabilities,  Capital  and Surplus $355,187,461

It is concluded  that  the Company  met  the minimum  surplus  requirements  pursuant  to NMSA
§59A-46-13(A)  as of December  31, 2016.

In addition  to the  undersigned,  representatives  of Risk  and  Regulatory  Consulting,  LLC,  appointed
by the  Superintendent  to represent  the  State  of New  Mexico,  participated  in this  examination  and
join  the  undersigned  in gratefully  acknowleidging  the  timely  and courteous  cooperation  extended
by the  officers  and representatives  of  the  Company  during  the  course  of the examination.

Respe  ully  submitted,

Andy  Jenning's,  CFE,  Examiner-in-Charge
Representing  the State  of New  Mexico
Office  of Superintendent  of Insurance

17


