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Harrisburg, Pennsylvania
March 19, 2020

Honorable Joseph DiMemmo, CPA 
Deputy Insurance Commissioner 
Commonwealth of Pennsylvania
Insurance Department 
Harrisburg, Pennsylvania

 

Dear Sir:

In accordance with instructions contained in Examination Warrant Number 18-01186-
69515-R1, dated August 15, 2018, an examination was made of 

MedAmerica Insurance Company, NAIC Code: 69515 

a Pennsylvania domiciled, multi-state stock life insurance company, hereinafter referred to as the 
“Company” or “MAPA”.  The examination was conducted at the Company’s administrative
office, located at 165 Court Street, Rochester, New York 14647. 

A report of this examination is hereby respectfully submitted. 

SCOPE OF EXAMINATION 

The Pennsylvania Insurance Department (“Department”) has performed an examination 
of the Company, which had its last full-scope examination as of December 31, 2013.  This 
examination covered the five-year period from January 1, 2014 through December 31, 2018.  

Work programs employed in the performance of this examination were designed to 
comply with the standards promulgated by the Department and the National Association of 
Insurance Commissioners (“NAIC”) Financial Condition Examiners Handbook (“Handbook”). 

The Handbook requires that the Department plan and perform the examination to 
evaluate the financial condition, assess corporate governance, identify current and prospective 
risks of the Company, evaluate system controls and procedures used to mitigate those risks, and 
review subsequent events.  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 statutory accounting principles. 

The examination does not attest to the fair presentation of the financial statements 
included herein.  Statements were prepared by management and are therefore the responsibility 
of management.  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. 
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This examination report includes significant findings of fact, in accordance with 40 P.S. § 
323.5(a), and general information about the Company 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 
separately communicated to other regulators and/or the Company. 

For each year during the period under examination, the certified public accounting firm 
of Deloitte & Touche, LLP (“CPA”) provided an unmodified audit opinion on the Company’s 
year-end financial statements based on statutory accounting principles.  Relevant work 
performed by the CPA, during its annual audit of the Company, was reviewed during the 
examination and incorporated into the examination workpapers. 

The following affiliated companies from Lifetime Healthcare, Inc. were examined 
concurrently with the above Company:  

Company      NAIC Code State of Domicile 

Excellus Health Plan, Inc.    55107  New York 

MedAmerica Insurance Company of New York 83437  New York 

MedAmerica Insurance Company of Florida  12967  Florida 

HISTORY 

The Company was incorporated on April 5, 1966 in the State of Maryland under the 
name Trans-General Life Insurance Company and was licensed by the Commonwealth of 
Pennsylvania (“Commonwealth”) on October 12, 1984.  The Company changed its name to 
MedAmerica Insurance Company on January 30, 1995, and redomesticated to the 
Commonwealth effective January 1, 1998.  

The Company is currently authorized to transact those classes of insurance described in 
40 P.S. § 382(a)(1) Life and Annuities and (a)(2) Accident and Health.   

MANAGEMENT AND CONTROL

CAPITALIZATION 

As of the examination date, December 31, 2018, the Company’s total capital was 
$31,006,240, consisting of 733,100 shares of issued and outstanding common stock with a par 
value of $13.32 per share for a value of $9,764,892; $334,445,851 in gross paid in and 
contributed surplus; and $(313,204,503) in unassigned funds (surplus). 

The Company’s minimum capital and surplus requirements for the types of business for 
which it is licensed, pursuant to 40 P.S. § 386, is $1,100,000 in capital and $550,000 in surplus.  
The Company has met all governing requirements throughout the examination period. 
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STOCKHOLDERS 

As of December 31, 2018, all of the Company’s 733,100 issued and outstanding shares 
are owned by MedAmerica, Inc., a stock insurance holding company organized pursuant to the 
laws of the State of New York.  

INSURANCE HOLDING COMPANY SYSTEM

The Company meets the requirements for filing an insurance holding company system 
annual registration statement (“Annual Registration Statement”), in accordance with 40 P.S. § 
991.1404.  The Company filed the Annual Registration Statement for all years of the 
examination period by March 31st. 

Lifetime Healthcare, Inc. (“Lifetime”), a non-profit corporation formed pursuant to the 
laws of New York is named as the ultimate controlling person (“UCP”) of the Company’s 
insurance holding company system.  Members of the holding company system are depicted in 
the organizational chart below. 

Lifetime Healthcare, 
Inc.

Excellus Health Plan, 
Inc.  (NY)

NAIC 55107
Excellus Ventures, Inc.

MedAmerica 
Reinsurance Company

Excellus Acquisition, 
Inc.

Genesse Region 
Home Care 

Association, Inc.

Beacon Network 
Services, Inc.

MedAmerica, Inc.

Lifetime Benefit 
Solutions, Inc.

Genesse Region 
Home Care of Ontario 

County, Inc.

Lifetime Pharmacy, 
LLC

MedAmerica 
Insurance Company of 

New York (NY)
NAIC 83437

MedAmerica 
Insurance Company 

(PA) NAIC 69515

MedAmerica 
Insurance Company of 

Florida (FL)
NAIC 12967

 

During the examination period, the Company made amendments to both of its 
reinsurance contracts with affiliate MedAmerica Reinsurance Company (“MARCo”).  The 
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Company also made amendments to its Tax Allocation Agreement.  The amendments made to 
the reinsurance contracts were to recognize the redomestication of MARCo from the Cayman 
Islands to Vermont, along with a name change.  The amendments to the Tax Allocation 
Agreement were to remove and/or update names of affiliates including MARCo. 

Pennsylvania statute 40 P.S. §§ 991.1405(a)(2)(iii) and (v) requires the Company to 
provide prior written notice to the Department of reinsurance agreements meeting certain 
premium or liability transfer criteria, and tax allocation agreements.  

It is recommended that the Company comply with 40 P.S. §§ 991.1405(a)(2)(iii) and (v) 
when making any future amendments to reinsurance agreements meeting certain premium or 
liability transfer criteria, and/or tax allocation agreements.   

BOARD OF DIRECTORS 

Management of the Company is vested in its Board of Directors (“Board”), which was 
comprised of the following members as of the examination date, December 31, 2018: 

Name and Address Principal Occupation 

Jennifer C. Balbach Partner 
Buffalo, New York Summer Street Capital Partners, LLC 
 
Christopher C. Booth President and Chief Executive Officer 
Pittsford, New York Excellus Health Plan, Inc. 
 
Marianne W. Gaige Chairman and Chief Executive Officer
Holland Patent, New York Cathedral Corporation
 
William H. Goodrich Chief Executive Officer and Managing 
Fairport, New York Partner  

LeChase Construction Services, LLC 
 

Austin T. Hildebrandt Special Assistant to the President and
Webster, New York Chief Executive Officer 
 Hillside Family of Agencies 
 
Dennis P. Kessler Owner 
Rochester, New York The Kessler Group, Inc. 
 
Patrick A. Mannion Vice Chairman 
Fayetteville, New York Columbian Mutual Life Insurance Company 
 
Faheem A. R. Masood President and Chief Executive Officer 
Fairport, New York ESL Federal Credit Union 
 
Alfred D. Matt President and Chief Operating Officer 
Clinton, New York F.X. Matt Brewing Company 
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Tyrone E. Muse II President and Chief Executive Officer
Vestal, New York Visions Federal Credit Union

David J. Nasca President and Chief Executive Officer
Williamsville, New York Evans Bancorp, Inc.

Louis J. Papa, M.D. Physician
Fairport, New York University of Rochester Medical Center, 

Olsan Medical Group

Thomas E. Rattmann Chairman
Vestal, New York Columbian Financial Group

 
Robert M. Simpson President and Chief Executive Officer 
Syracuse, New York Centerstate Corporation for Economic 

Opportunity

Judith V. Sweet President
Clinton, New York Strategic Financial Services

David A. Young, Jr. Business Manager
Webster, New York International Brotherhood of Electrical 

Workers, Local Union 86 

The Board of the Company, along with the Boards of the other insurance companies that 
are members of the Lifetime, are composed of the same members and leadership.  The directors 
are divided into three classes, each consisting as nearly as possible of one-third of the entire 
Board of Directors.  Each director is elected for a term of up to three years and until a successor 
has been elected and qualifies and can serve a maximum of ten consecutive years.    

COMMITTEES 

As of the examination date, December 31, 2018, the following committees were 
appointed by the Board and serving in accordance with the Company’s by-laws:

Audit and Compliance Committee Finance and Investment Committee 
Jennifer C. Balbach Jennifer C. Balbach 
Marianne W. Gaige William H. Goodrich 

 Austin T. Hildebrandt Austin T. Hildebrant 
Patrick A. Mannion Dennis P. Kessler 
Tyrone E. Muse II Alfred D. Matt

 David J. Nasca Thomas E. Rattmann
  Judith V. Sweet 

Executive Committee Governance and Nominating Committee 
Jennifer C. Balbach Jennifer C. Balbach 
Marianne W. Gaige Austin T. Hildebrandt

 Austin T. Hildebrandt Patrick A. Mannion 
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Patrick A. Mannion Alfred D. Matt
Alfred D. Matt Thomas E. Rattmann

 David J. Nasca 
 Thomas E. Rattmann 
 

MedAmerica Operations Committee
Marianne W. Gaige
Patrick A. Mannion
Faheem A. R. Masood 
Tyrone E. Muse II 

 David J. Nasca 
 Louis J. Papa, M.D. 
 Robert M. Simpson 
 David A. Young, Jr. 

OFFICERS 

As of the examination date, December 31, 2018, the following officers were appointed 
and serving in accordance with the Company’s by-laws: 

Name Title

William L. Naylon President
Dorothy A. Coleman Treasurer and Chief Financial Officer
Stephen R. Sloan Secretary 
Christopher C. Booth Chief Executive Officer
Cheryl L. Bush Senior Vice President, Operations
John G. L. Giess, Jr. Chief Actuary

CORPORATE RECORDS 

MINUTES 

A compliance review of corporate minutes revealed the following:

 The Annual Meetings of the Company’s stockholder were held in compliance with its by-
laws. 

 The stockholder elected the directors at such meetings in compliance with the by-laws.

 Quorums were present at all directors’ meetings. 

 The Company’s investment transactions are approved quarterly by the Board’s Finance 
and Investment Committee. 

 All directors attend Board meetings regularly. 
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ARTICLES OF INCORPORATION  

There were no amendments to the Company’s Articles of Incorporation during the 
examination period.

BY-LAWS

There were three amendments to the Company’s by-laws during the examination period.  
In 2015 and 2016, the by-laws were amended each time to amend the number of directors on the 
Board.  In 2017, the by-laws were amended to reflect a change in the name of the Audit and 
Compliance committee and clarify the duties of the Nominating and Governance committee.

SERVICE AND OPERATING AGREEMENTS 

The Company is party to various service and operating agreements, which includes 
intercompany and related-party agreements.  The following significant agreements were in place 
during the examination period:

AGREEMENTS WITH EXTERNAL PARTIES

1. An Investment Management Agreement by and between the Company and Income 
Research & Management (“Manager”) became effective March 23, 2004 and was
amended February 27, 2009.  The agreement authorizes the Manager, on behalf of the 
Company, as its agent and attorney-in-fact without consent or consultation to issue 
instructions to purchase, sell or trade any security in the account and generally 
perform any other act to carry out its obligation under this agreement.  The agreement 
may be terminated by either party by written notice to all parties, effective 30 days 
after such notice. 

2. An Investment Management Agreement by and between the Company and 
BlackRock Financial Management, Inc. (“BlackRock”) became effective October 18, 
2005.  The agreement conveys responsibility for the investment and reinvestment of 
those assets designated by the Company to BlackRock, as well as other agreed upon 
services.  BlackRock may be removed or resign upon 30 days’ notice in writing.  
Instructions to BlackRock are to be in writing and signed by designated officers of the 
Company. 

3. An Investment Advisor Service Agreement by and between the Company and 
Federated Investment Counseling (“Advisor”) became effective February 17, 2009 
and was amended July 1, 2009.  The agreement gives the Advisor power to direct, 
manage, and change the investment, reinvestment and allocation of the managed 
assets and take other actions regarding the managed assets, provided that such actions 
are in accordance with the investment objectives, policies and guidelines as agreed 
upon by the Company and documented in the agreement.  The agreement may be 
terminated by either party with 60 days’ written notice.

4. An Investment Management Agreement by and between the Company and Sit Fixed 
Income Advisors II, LLC (“SIT”) became effective January 29, 2018 and was 
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amended January 29, 2018.  The agreement authorized SIT to buy, sell, exchange, 
convert or otherwise trade in account assets and to place orders for the execution of 
such securities, subject to the Company’s written investment objectives and 
restrictions.  The agreement may be terminated by either party with 30 days’ prior 
written notice. 

5. A Professional Services Agreement by and between MedAmerica Insurance 
Company of New York (“MANY”), MedAmerica Insurance Company of Florida 
(“MAFL”), and the Company, and TriPlus Services, Inc. (“TriPlus”) became effective 
January 1, 2015, and was amended June 30, 2017.  TriPlus agrees to provide, among 
other things, rate increase consulting services whereby TriPlus prepares and files rate 
increases with the Company’s regulators, including all analysis, materials and 
documents necessary to file for regulatory approval and respond to regulatory 
interrogatories.  The agreement may be terminated by the Company upon 30 days’ 
prior written notice. 

6. A Consulting Services Agreement between Milliman, Inc. (“Milliman”) and MANY, 
MAFL, the Company and their affiliates and subsidiaries became effective October 3, 
2016 and was amended June 1, 2018.  Milliman agrees to provide, among other 
things, general actuarial consulting services, including rate increase filings, policy 
termination and morbidity experience analysis and other ad hoc requests as agreed 
upon in writing.  The agreement may be terminated by the Company upon 15 days’ 
prior written notice. 

INTERCOMPANY AGREEMENTS WITH AFFILIATES

1. A Supervising General Agent Agreement by and between the Company, MANY, 
MAFL, and Excellus Insurance Agency, Inc. (“EIA”), was amended and restated as 
of October 1, 2013.  The Company and its affiliated insurers engage EIA, an affiliated 
company wholly-owned by Excellus Ventures, Inc. (“Ventures”), to recruit, train and 
supervise agents and agencies and solicit applications for certain Long-Term Care 
products.  This agreement and all corresponding amendments were terminated 
effective January 1, 2015.   

2. The Company has no employees; therefore, it relies upon its indirect parent company, 
Excellus Health Plan, Inc. (“EHP”), to provide management and administrative 
services.  The services are provided through a series of intercompany agreements that 
begin with an Administrative Services Agreement between MANY and EHP effective 
January 1, 2002.  EHP agrees to provide administrative services including but not 
limited to office space, supplies, equipment and provisions of necessary forms and 
documents, applicant underwriting, issuance of policies, premium billing and 
collection, payment of commissions, calculation and remittance of reinsurance 
premiums, policy administration and record keeping, policyholder services, claims 
adjustment and payment, preparation of various reports and information, and other 
services..  It is intended that EHP will recover the costs on an actual cost basis, no 
loss, no gain basis.  Services will be invoiced within 30 days of the end of any 
calendar month and payment shall be made within 30 days of receipt of invoice.  
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MANY then becomes the distributive provider of administrative services to other 
EHP affiliates.

The Company executed an Administrative Services Agreement with MANY effective 
January 1, 2002.  The contract is formatted with the identical terms, conditions and 
services as reflected in the agreement between MANY and EHP.  The companies 
settle balances due on a monthly basis through the intercompany billing process.   

3. A Long-Term Care Services Agreement by and between MAFL and the Company
became effective as of April 1, 2007.  The Company provides services for Long-Term 
Care Insurance policies issued by MAFL.  Services include but are not limited to the 
following: applicant underwriting, policy issue, premium billing and collection, agent 
commissions payment, policy administration and record keeping, policyholder 
services, claims adjustment and payment, and providing various reports and 
information.  Services will be invoiced within 30 days of the end of any calendar 
month and payment shall be made within 30 days of receipt of invoice.  All services 
originate from EHP and are billed as receivables and payables through the 
intercompany billing process. 

4. An Administrative Services Agreement by and between the Company and MARCo 
formerly known as MIG Assurance (Cayman) Ltd (“MIG”), became effective May 1, 
2005.  MARCo is a wholly-owned subsidiary of Ventures, an affiliated company, and 
assumes 70% of all MAPA business having effective policy dates on or after October 
1, 1998 and before January 1, 2011 and 90% of the risk for policies written on the 
American Long Term Care Reinsurance Group (also known as ERC) book of 
business.  Effective January 1, 2011, no new business is ceded to MARCo from the 
Company.  Services include but are not limited to: provisions of necessary forms and 
documents, applicant underwriting, issuance of policies, premium billing and 
collection, credentialing, contracting and payment of commissions to producers 
designated by MARCo, calculation and remittance of reinsurance premium, policy 
administration, record keeping and policyholder services, claims adjudication and 
payment, preparation and delivery of various reports and information and other 
services.  The agreement may be terminated by mutual consent or by either party with 
30 days’ written notice in the event of a breach of any of the specified actions that 
may terminate the contract. 

5. The Company became a party to a Capital Support Agreement (“CSA”) pursuant to 
which EHP agreed to make an investment in one or more of the MedAmerica 
companies in the event a certain trigger event occurs as defined in the CSA.  Such 
investment could involve one or more companies domiciled outside of New York.  
The New York Department of Financial Services (“NYDFS”) requested that EHP 
provide an assurance that any such investment will be subject to the NYDFS’s prior 
approval and the quantitative limits set forth in Insurance Law § 1705.  As such, as of 
July 1, 2010, EHP agreed to take any and all action necessary to ensure that the 
Company has sufficient liquid assets for the timely payment of amounts due on 
policies issued by such long-term care insurance company on or after that date.  This 
requires that for each calendar year after December 31, 2010, the cash and invested 
assets of each long-term care insurance company, reported on the Company’s Annual 
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Statement must be more than disabled life reserves for policies subject to the 
agreement.  On June 28, 2016, EHP tendered 90 days’ notice regarding intent to 
terminate the CSA.  The cancellation has no effect on EHP’s obligations for any in- 
force policies incepted during the term the CSA was effective. 

6. A Tax Allocation Agreement with Lifetime and various affiliates became effective 
July 20, 2017.  The agreement stipulates that during the existence of the Tax 
Allocation Agreement, the parties thereon agree to file federal corporate income tax 
returns on a consolidated basis to the extent permitted by the Internal Revenue Code.  
The agreement sets forth standards for allocation, payment and settlement procedures. 
The agreement will remain in force until such time the parties mutually agree to 
termination, or, the consolidated group fails to file a corporate income tax return.  The 
Company’s Board authorized the written agreement on July 10, 2017.  The agreement 
replaced a prior tax allocation agreement between Lifetime and its subsidiaries dated 
January 1, 2015, which replaced a prior agreement dated January 1, 2007. 

All the above agreements meet the fair and reasonable standards in compliance with 40 
P.S. § 991.1405(a)(1)(i). 

REINSURANCE 

CEDED 

The Company ceased writing new business in early 2016.  The Company cedes 
approximately 46.5 % of its renewal premium which includes all eligible assumed business 
through quota share reinsurance agreements with affiliated and non-affiliated reinsurers.  The 
following is a summary of significant agreements: 

Affiliated

Reinsurer: MARCo 
Type of contract: Quota Share (direct MAPA business) 
Intermediary: None
Effective date: October 1, 1998
Term: Automatically renews for successive 1-year terms unless cancelled
Business covered: Long-Term Care Insurance 
Company’s retention: 30%
Reinsurance limits: Unlimited 
 

The initial contract effective October 1, 1998 was amended, effective January 1, 2008, to 
increase ceding commissions from 5% to 15%.  Later, this contract was amended effective 
January 1, 2011, to cease the cession of new business to MIG/MARCo and to decrease ceding 
commission to be equal to all actual expenses incurred in the production and maintenance of this 
business. 
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Reinsurer: MARCo
Type of contract: Quota Share (assumed American Long-Term Care Reinsurance 

Group business) 
Intermediary: None 
Effective date: April 1, 2003 
Term: Automatically renew for successive 1-year terms unless cancelled 
Business covered: Long-Term Care Insurance 
Company’s retention: 10% 
Reinsurance limits: Unlimited 

The initial contract effective April 1, 2003 was amended effective September 30, 2013, 
for the Company to recapture all existing liabilities ceded to the American Long-Term Care 
Reinsurance Group book of business. 

The reinsurer, MARCo, is an unauthorized reinsurer registered in the State of Vermont 
and is part of the holding company group controlled by Lifetime, the ultimate owner of the 
Company.  The reserves carried by MARCo are backed by a combination of trust accounts and 
guaranteed letters of credit (“LOC”) issued by Ventures, an affiliated company, and J.P. Morgan 
Chase to adequately cover the Company’s reinsurance receivables as of December 31, 2018.  
Termination of the reinsurance agreements may be exercised by either party by providing 30 
days’ written notice.  

Examiners noted that the LOC issued by Ventures related to MARCo is 100% 
uncollateralized.  The amount of the LOC increased since the prior examination by 
approximately $82 million with a December 31, 2018 total value of $281.8 million.  Letters of 
credit, unlike tangible assets, do not earn investment income.  Since there is no guarantee on how 
long EHP’s financial support to the Company will continue, which is also subject to NYDFS’s 
approval, it should be noted that if at any time the promise to pay on the LOC is not honored by 
EHP, it will render both MARCo and the Company insolvent.  

Unaffiliated

Reinsurer: Munich American Reassurance Company 
Type of contract: 50% Quota Share
Intermediary: None
Effective date: October 1, 2005
Term: Terminated September 30, 2009 for new business 
Business covered: Long-Term Care Insurance 
Company’s retention: 50% or 25% if ceding to an affiliate of the reinsured company
Reinsurance limits: 50%, and with facultative excess on insureds age 50 and over 

The above quota share agreement was confined to new business as defined within the 
contract and is primarily quota share but allows for facultative risk considerations. The 
agreement contains a rate guarantee that allows the reinsurer to revise premium rates in the event 
experience would justify a rate increase.  The reinsurer will also participate in any rate increase 
implemented by the Company.  The agreement may be terminated by either party by giving 90 
days’ written notice to the other party.
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All ceded reinsurance contracts contain an appropriate insolvency clauses and arbitration 
clauses and provide for risk transfer pursuant to the requirements of SSAP No. 61R.   

ASSUMED

The Company assumes Long Term Care business under a number of quota share 
agreements with various insurers.  As of December 31, 2018, the Company reported assumption 
agreements with 36 different insurers.  A summary of the significant assumed reinsurance 
contracts follows: 

Reinsured: Principal Life Insurance Company 
Type of contract: Quota Share
Reinsurer: MAPA
Intermediary: None
Effective date: January 1, 1997
Term: Unlimited (terminate unilaterally and only through arbitration) 
Business covered: Long-Term Care Insurance 
Company’s retention: 0%
Reinsurance limits: 100% of policy limits 

The Principal Life Insurance Company agreement executed an assumption and novation 
of all policy liabilities and any related rights and benefits of all long-term care policies defined 
within the agreement.  The agreement contains the appropriate arbitration and insolvency clauses 
and is governed by, construed and enforced under the laws of the State of Iowa. 

Reinsured: Blue Cross and Blue Shield of Minnesota
Type of contract: Quota Share
Reinsurer: MAPA
Intermediary: None
Effective date: April 1, 2006 
Term: Unlimited
Business covered: Long-Term Care Insurance 
Company’s retention: 0%
Reinsurance limits: 100% of policy limits 

The agreement contains the appropriate arbitration and insolvency clauses and is 
governed by, construed and enforced under the laws of the State of Minnesota. 

Reinsured: Premera Blue Cross 
Type of contract: Quota Share
Reinsurer: MAPA
Intermediary: None
Effective date: October 1, 2004
Term: Unlimited (automatic renewal unless cancelled for new business)
Business covered: Long-Term Care Insurance 
Company’s retention: 0%
Reinsurance limits: 100% of policy limits 
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The Premera Blue Cross (“Premera BC”) agreement executed an assumption and 
novation of all policy liabilities and any related rights and benefits of all long-term care policies 
defined within the agreement.  Originally in May 1992, Premera BC ceded this business to 
ALTCRG but later in April 2003, ALTCRG retroceded 100% of the business to MAPA.  The 
agreement contains the appropriate arbitration and insolvency clauses and is governed by, 
construed and enforced under the laws of the State of Washington. 

TERRITORY AND PLAN OF OPERATIONS

The Company is licensed in all states (except Florida and New York) and the District of 
Columbia. 

The Company is a mono-line insurer offering long term healthcare policies to individuals 
and groups.  In early 2016, the Company discontinued the sale of individual policies, while a 
limited number of group policies continued to be sold through the end of 2017.  The Company 
continues to write renewal business.  The following chart summarizes the Company’s direct, 
assumed and ceded written premium for the year-ending 2018: 

 

SIGNIFICANT OPERATING TRENDS 

The following table indicates the change in key financial items of the Company during 
the period covered by this examination:

 

Since the prior examination, the Company has experienced the following changes in its 
total number of certificates in-force, the overall amount of insurance in-force, and the average 
amount of insurance in-force per policy: 

Lines of Business
Direct

Premium
Assumed
Premium

Ceded
Premium

Net
Premium

Percentage
of Total

December 31, 2018

Group accident and health 9,799,344$           8,643,674$           11,011,261$         7,431,757$           13.00%
Other accident and health 75,223,496           18,247,288           43,628,597           49,842,187           87.00%
Totals 85,022,840$         26,890,962$         54,639,858$         57,273,944$         100.00%

2018 2017 2016 2015 2014

Admitted Assets 1,199,752,871$     960,229,075$        939,155,892$        890,855,537$        859,386,440$        
Liabilities 1,168,746,631$     929,071,205$        907,447,077$        856,493,790$        816,194,257$        
Capital and Surplus Funds 31,006,240$         31,157,870$         31,708,815$         34,361,747$         43,192,183$         
Net Premiums Written 57,273,947$         62,220,074$         64,618,775$         63,209,635$         60,857,547$         
Benefits to Members 55,973,022$         54,007,622$         49,334,378$         47,043,029$         44,304,280$         
Net Investment Income 41,606,797$         40,537,282$         38,369,258$         36,160,303$         34,259,322$         
Net Income (134,575,468)$       (8,700,468)$          (1,154,033)$          (45,776,335)$        (1,929,468)$          
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PENDING LITIGATION 

The Company is not involved in any material litigation that would affect the financial 
condition of the Company as of the date of this examination report.

FINANCIAL STATEMENTS 

The financial condition of the Company, as of December 31, 2018, and the results of its 
operations for the five-year period under examination, are reflected in the following statements: 

Comparative Statement of Assets, Liabilities, Surplus and Other Funds; 
Comparative Statement of Income; 
Comparative Statement of Capital and Surplus; and 
Comparative Statement of Cash Flow 
 

*Note:  Some financials shown in this report may contain immaterial differences to those 
reported in the Company’s filed Annual Statements due to rounding errors. 

Ordinary Accident and Health
December 31, 2018 58,048 111,302,378$           1,917$               
December 31, 2013 67,995 108,258,963            1,592                 
Net Increase/(decrease) (9,947) 3,043,415$              325$                  

Group Accident and Health
December 31, 2018 20,592 23,609,523$            1,147$               
December 31, 2013 23,298 25,370,429              1,089                 
Net Increase/(decrease) (2,706) (1,760,906)$             58$                    
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Comparative Statement of Assets, Liabilities, Surplus and Other Funds 
As of December 31, 

2018 2017 2016 2015 2014
Bonds 849,111,355$       848,927,392$       841,354,856$       780,617,286$       758,572,635$       
Common stocks 28,242,626           12,299,379           3,655,297            2,993,485            3,577,269            
Cash, cash equivalents and short-term investments 42,458,512           35,381,109           33,186,223           55,012,893           31,592,311           
Other invested assets 27,015,910           27,827,591           0                         0                         0                         
Receivable for securities 9,060,849            0                         1,986,765            15,471                 1,597,821            
Securities lending reinvested collateral assets 8,884,948            8,945,603            39,702,710           29,710,672           48,391,956           
Subtotal, cash and invested assets 964,774,200         933,381,074         919,885,851         868,349,807         843,731,992         
Investment income due and accrued 10,663,844           10,551,077           10,634,405           10,202,543           10,085,333           
Premiums and considerations 1,417,099            5,707,877            6,024,157            5,897,272            5,523,857            
Amounts recoverable from reinsurers 319,221               484,644               0                         0                         0                         
Current federal and foreign income tax recoverable and interest thereon 47,552                 9,564,607            2,509,140            6,297,849            0                         
Net deferred tax asset 1,934,297            0                         0                         0                         0                         
Guaranty funds receivable or on deposit 577,302               503,487               0                         0                         0                         
Receivable from parent, subsidiaries and affiliates 220,019,356         36,309                 102,339               108,066               45,258                 
Total 1,199,752,871$    960,229,075$       939,155,892$       890,855,537$       859,386,440$       

Aggregate reserve for accident and health contracts 994,355,583$       827,503,988$       775,379,902$       728,344,709$       643,280,268$       
Contract claims:
   Accident and health 6,120,465            5,661,038            4,735,271            4,983,030            4,710,793            
Premiums and annuity considerations received in advance 2,151,621            1,586,824            1,682,865            1,950,311            1,867,839            
Contract liabilities not included elsewhere:
   Other amounts payable on reinsurance assumed and ceded 273,641               869,473               931,971               883,761               1,012,398            
   Interest maintenance reserve 26,756,577           28,777,414           28,353,420           29,359,330           27,412,131           
Commissions to agents due or accrued 82,726                 54,491                 89,408                 337,212               352,850               
Commissions and expense allowances payable on reinsurance assumed 111,816               3,610,573            3,467,568            2,880,881            2,828,318            

General expenses due or accrued 14,828,601           13,400,435           13,204,623           15,144,881           15,000,966           

Taxes, licenses and fees due or accrued 192,668               282,507               378,681               352,144               474,311               
Federal income taxes due or accrued 0                         0                         0                         0                         850,562               
Miscellaneous liabilities:
   Asset valuation reserve 5,506,025            5,861,736            3,509,201            1,842,597            5,391,535            
   Reinsurance in unauthorized companies 82,000,000           0                         0                         0                         0                         
   Funds held under reinsurance treaties with unauthorized reinsurers 20,747,981           30,851,861           35,266,884           38,477,509           63,131,274           
   Payable to parent, subsidiaries and affiliates 6,733,979            908,781               744,573               1,751,081            939,369               
   Payable for securities 0                         756,482               0                         0                         0                         
   Payable for securities lending 8,884,948            8,945,602            39,702,710           29,710,672           48,391,956           
Aggregate write-ins for liabilities 0                         0                         0                         475,672               549,687               
Total liabilities 1,168,746,631      929,071,205         907,447,077         856,493,790         816,194,257         
Common capital stock 9,764,892            9,764,892            9,764,892            9,764,892            9,764,892            
Gross paid in and contributed surplus 334,445,851         114,445,851         111,645,851         111,645,851         77,645,851           
Unassigned funds (surplus) (313,204,503)        (93,052,873)          (89,701,928)          (87,048,996)          (44,218,560)          
Surplus 21,241,348           21,392,978           21,943,923           24,596,855           33,427,291           
Total capital and surplus 31,006,240           31,157,870           31,708,815           34,361,747           43,192,183           
Totals 1,199,752,871$    960,229,075$       939,155,892$       890,855,537$       859,386,440$       
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Comparative Statement of Income 
For the Year Ended December 31, 

2018 2017 2016 2015 2014
Premiums and annuity considerations for life and A&H contracts 57,273,947$       62,220,074$       64,618,775$       63,209,635$       60,857,547$       
Net investment income 41,606,797         40,537,282         38,369,258         36,160,303         34,259,322         
Amortization of interest maintenance reserve (IMR) 1,901,872           2,696,165           3,043,750           3,353,393           3,262,439           
Commissions and expense allowances on reinsurance ceded 9,517,125           9,929,456           10,338,399         13,308,591         14,412,622         
Miscellaneous Income:
   Aggregate write-ins for miscellaneous income 137,969             0                       0                       0                       0                       
Totals 110,437,710       115,382,977       116,370,182       116,031,922       112,791,930       
Disability benefits and benefits under accident and health contracts 55,973,022         54,007,622         49,334,378         47,043,029         44,304,280         
Increase in aggregate reserves for life and A&H policies and contracts 166,870,131       51,820,809         46,906,671         83,221,242         40,586,419         
Totals 222,843,153       105,828,431       96,241,049         130,264,271       84,890,699         
Commissions on premiums, annuity considerations & deposit-type funds (direct) 5,049,206           5,793,285           7,663,502           7,846,125           13,428,369         
Commissions and expenses allowances on reinsurance assumed 6,216,746           6,462,317           6,354,204           7,736,208           7,591,908           
General insurance expenses 8,013,930           7,899,925           8,339,173           13,798,064         8,533,530           
Insurance taxes, licenses and fees 1,939,671           2,161,184           2,487,463           2,478,836           2,563,682           
Totals 244,062,706       128,145,142       121,085,391       162,123,504       117,008,188       
Net gain from operations before dividends to policyholders and
     federal income taxes (133,624,996)      (12,762,165)        (4,715,209)          (46,091,582)        (4,216,258)          
Net gain from operations after dividends to policyholders and
    before federal income taxes (133,624,996)      (12,762,165)        (4,715,209)          (46,091,582)        (4,216,258)          
Federal and foreign income taxes incurred (excluding tax on capital gains) 197,449             (4,183,659)          (3,571,332)          (5,952,214)          (2,551,373)          
Net gain from operations after dividends to policyholders and
   federal income taxes and before realized capital gains or (losses) (133,822,445)      (8,578,506)          (1,143,877)          (40,139,368)        (1,664,885)          
Net realized capital gains or (losses) less capital gains tax
   (excluding gains/losses transferred to the IMR) (753,023)            (121,962)            (10,156)              (5,636,967)          (264,583)            
Net income (134,575,468)$    (8,700,468)$        (1,154,033)$        (45,776,335)$      (1,929,468)$        
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Comparative Statement of Capital and Surplus 
For the Year Ended December 31, 

2018 2017 2016 2015 2014
Capital and surplus, December 31, previous year 31,157,870$       31,708,815$       34,361,747$       43,192,183$       43,647,395$       
Net income (134,575,468)      (8,700,468)          (1,154,033)          (45,776,335)        (1,929,468)          
Change in net unrealized capital gains or (losses) (5,495,472)          629,381             161,813             (583,784)            170,026             
Change in net unrealized foreign exchange capital gain (loss) 0                       0                       (12)                    (3,386)                (4,118)                
Change in net deferred income tax 28,615,453         5,769,343           0                       (1,822)                (2,217)                
Change in nonadmitted assets (27,051,855)        (5,635,928)          5,903                 (14,047)              (26,510)              
Change in liability for reinsurance in unauthorized companies (82,000,000)        0                       0                       0                       0                       
Change in asset valuation reserve 355,712             (2,352,535)          (1,666,603)          3,548,938           (862,925)            
Surplus adjustments:
   Paid in 220,000,000       2,800,000           0                       34,000,000         2,200,000           
Aggregate write-ins for gains and losses in surplus 0                       6,939,262           0                       0                       0                       
Net change in capital and surplus for the year (151,630)            (550,945)            (2,652,932)          (8,830,436)          (455,212)            
Capital and surplus, December 31, current year 31,006,240$       31,157,870$       31,708,815$       34,361,747$       43,192,183$       
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Comparative Statement of Cash Flow 
For the Year Ended December 31, 

2018 2017 2016 2015 2014
Cash from Operations

Premiums collected net of reinsurance 63,521,025$       61,789,985$       63,907,028$       64,091,721$       66,900,209$       
Net investment income 42,376,871         41,634,436         39,064,685         37,070,163         34,020,831         
Miscellaneous Income 9,517,125           9,929,457           10,338,399         13,308,591         14,412,622         
Total 115,415,021       113,353,878       113,310,112       114,470,475 115,333,662       
Benefit and Loss related Payments 55,513,588         53,081,851         49,582,135         46,770,792         43,448,969         
Commissions, expenses paid and aggregate write-ins for deductions 20,588,554         22,171,482         26,370,972         31,929,196         34,611,194         
Federal and foreign income taxes paid (recovered) (9,584,244)          (2,506,764)          (6,280,270)          1,015,989           (1,481,099)          
Total deductions 66,517,898         72,746,569         69,672,837         79,715,977         76,579,064         
Net Cash from Operations 48,897,123         40,607,309         43,637,275         34,754,498         38,754,598         

Cash from Investments
Proceeds from investments sold, matured or repaid:
   Bonds 71,796,005         88,590,733         98,695,392         173,401,270       123,504,337       
   Stocks 3,399,169           1,214,293           1,118,795           1,072,226           1,244,072           
   Other invested assets 9,451,530           5,957,210           0                       18,681,284         38,665,231         
   Net gain or (loss) on cash, cash equivalents and short term investments (9)                      (11)                    80                     79                     0                       
   Miscellaneous applications 0                       33,500,355         0                       1,582,350           0                       
   Total investment proceeds 84,646,695         129,262,580       99,814,267         194,737,209       163,413,640       
Cost of investments acquired (long-term only):
   Bonds 74,753,265         114,393,001       157,470,075       196,763,531       174,942,982       
   Stocks 19,599,765         9,094,852           1,579,694           1,253,649           2,294,424           
   Other invested assets 8,474,216           12,003,552         9,992,038           0                       0                       
   Miscellaneous applications 9,817,331           0                       1,971,294           0                       1,561,662           
   Total investments acquired 112,644,577       135,491,405       171,013,101       198,017,180       178,799,068       
Net cash from investments (27,997,882)        (6,228,825)          (71,198,834)        (3,279,971)          (15,385,428)        

Cash from Financing and Miscellaneous Sources
Cash provided (applied):
   Capital and paid in surplus, less treasury stock 0                       2,800,000           0                       34,000,000         2,200,000           
   Other cash provided or (applied) (13,821,835)        (34,983,597)        5,734,901           (42,053,945)        (51,572,104)        
Net cash from financing and miscellaneous sources (13,821,835)        (32,183,597)        5,734,901           (8,053,945)          (49,372,104)        

Reconciliation of cash and short-term investments:
Net change in cash and short-term investments 7,077,406           2,194,887           (21,826,658)        23,420,582         (26,002,934)        
Cash and short-term investments:
   Beginning of the year 35,381,119         33,186,232         55,012,890         31,592,308         57,595,242         
   End of the year 42,458,525$       35,381,119$       33,186,232$       55,012,890$       31,592,308$       
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SUMMARY OF EXAMINATION CHANGES 

There were no examination changes to the preceding financial statements as filed with 
regulatory authorities over the review period.

NOTES TO FINANCIAL STATEMENTS

ASSETS 

INVESTMENTS 

As of December 31, 2018, the Company’s invested assets were distributed as follows:

As of December 31, 2018, the Company’s bond and short-term investment portfolio had 
the following quality and maturity profiles: 

The Company’s investment portfolio as of December 31, 2018 included $849,111,355 in 
long-term bonds representing 88% of invested assets and nearly 71% of total admitted assets;
$28,242,626 in common stocks representing 2.9% of invested assets and 2.4% of total admitted 
assets; $42,458,512 in cash and cash equivalents representing 4.4% of invested assets and 3.5% 
of total admitted assets; and $44,961,707 in other invested assets and receivables representing 

Amount Percentage
Bonds 849,111,355$        88.1 %
Common stocks 28,242,626           2.9 %
Cash (1,042,136)            (0.1)%
Cash equivalents 43,500,648           4.5 %
Other invested assets 27,015,910           2.8 %
Receivable for securities 9,060,849             0.9 %
Securities lending reinvested collateral assets 8,884,948             0.9 %
Totals 964,774,200$        100.0 %

NAIC Designation Amount Percentage
1 - highest quality 352,221,852$        41.4 %
2 - high quality 449,173,568         52.9 %
3 - medium quality 36,982,295           4.4 %
4 - low quality 10,225,051           1.2 %
5 - lower quality 782,050                0.1 %
Totals 849,384,815$        100.0 %

Years to Maturity Amount Percentage
1 year or less 12,065,556$         1.4 %
2 to 5 years 57,746,287           6.8 %
6 to 10 years 70,875,933           8.3 %
11 to 20 years 140,130,137         16.5 %
over 20 years 543,828,810         64.1 %
no maturity 24,738,093           2.9 %
Totals 849,384,815$        100.0 %
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4.7% of invested assets and 3.7% of total admitted assets.  As of December 31, 2018, the 
Company held $6,361,023 in common stock of its wholly-owned subsidiary, MAFL, which was 
acquired on December 30, 2014 and valued under the equity method in accordance with the 
valuation standards as specified in the Purposes and Procedures Manual of the NAIC Investment 
Analysis Office. 

The Company has a custodial agreement with The Northern Trust Company.  The 
agreement was reviewed and was found not to follow all the requirements of 31 Pa. Code § 
148a.3.  Subsequent to the examination date, on October 10, 2019, the agreement was amended 
and brought into compliance.   

The Company has a written investment policy as required by 40 P.S. § 504.1(c).  The 
investment policy is reviewed and approved on an annual basis by the Board. The Company was 
following its investment policy at December 31, 2018. 

LIABILITIES 

POLICYHOLDER AND CLAIM RESERVES 

The Company’s actuarial reserves as reported in its December 31, 2018 annual statement 
are as follows: 

 

John G. L. Geiss, Jr., FSA, MAAA, the Company’s Chief Actuary was the appointed 
actuary for each year during the examination period.  The Company’s appointed actuary 
concluded that the Company’s reserves as of December 31, 2018 make an adequate provision for 
the anticipated cash flows required by the contractual obligations and related expenses of the 
Company.  The Company’s appointed actuary opined that the December 31, 2018 reserves and 
related actuarial values: 

(a) Are computed in accordance with presently accepted actuarial standards consistently 
applied and are fairly stated, in accordance with sound actuarial principles, 

(b) Are based on actuarial assumptions that produce reserves at least as great as those 
called for in any contract provision as to reserve basis and method, and are in 
accordance with all other contract provisions, 

(c) Meet the requirements of the Insurance Laws and Regulations of the Commonwealth 
of Pennsylvania, and are at least as great as the minimum aggregate amounts required 
by any state in which this company is licensed, 

(d) Are computed on the basis of assumptions and methods consistent with those used in 
computing the corresponding items in the annual statement of the preceding year-end, 

Policyholder and claims reserves Amount Percentage

Aggregate reserve for accident and health contracts $994,355,583 99.40%
Contract claims:  Accident and health 6,120,465           0.60%

$1,000,476,048 100.00%
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(e) Include provision for all actuarial reserves and related statement items which ought to
be established.

The Company’s appointed actuary also prepared an Actuarial Report.  The Company 
documented in its minutes that the Actuarial Report was presented and accepted by the Board on 
an annual basis during the examination period. 

In order for the examination team to gain an understanding of the Company’s reserving 
process, carried reserve amounts, and other related items, the Department engaged the assistance 
of actuarial specialists from Oliver Wyman Actuarial Consulting, Inc. (“Consulting Actuaries”) 
to assist with the examination. 

The Consulting Actuaries were engaged to assist the financial examiners in performing a 
risk-focused review of the Company’s reserving and pricing processes.  The Consulting 
Actuaries assisted in the risk identification, control testing, and necessary substantive testing as 
needed related to the actuarial key activities. 

The Consulting Actuaries documented their findings, conclusions and recommendations 
in a report to the Department.  The Consulting Actuaries noted that in most instances their 
modeled scenarios produced less favorable results than the Company’s base scenario. 
Specifically, the Company appears to be using optimistic assumptions regarding the current 
morbidity level as well as future improvements in morbidity.  This results in a reserve liability 
that is less than what would have otherwise been calculated.

The examiners also noted that the Company strengthened reserves in calendar years 
2015, 2017 and 2018 which was needed to correct past claim reserve deficiencies.   

The Department will continue to closely monitor the Company’s financial condition and 
operating results. 

SUBSEQUENT EVENTS 

The Department received a Form D filing from MAPA dated January 31, 2019 requesting 
prior approval for a $220,000,000 capital contribution from EHP.  According to the filing, 
MAPA completed its 2018 cash flow testing, and as a result of revising its assumptions, the 
additional capital was required.  The filing also requested approval under SSAP No. 72, 
paragraph 8, to record the contribution as a receivable in MAPA’s financial statements as of 
December 31, 2018.  The Department approved the contribution and SSAP No. 72 treatment on 
February 8, 2019.  The contribution was received on February 28, 2019.

Dorothy Coleman, Chief Financial Officer and Treasurer resigned from the Company
effective July 1, 2019 and was replaced by Christopher Gorecki.  

The Department is monitoring the impact of the COVID-19 global pandemic.  The 
Department recognizes that COVID-19 could have a significant financial and operational impact 
on all of its domestic insurers, including the Company.  As such, the Department will continue to 
monitor and share information with the Company as appropriate related to COVID-19 
developments.  
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RECOMMENDATIONS 

PRIOR EXAMINATION 

The prior examination report contained no recommendations.

CURRENT EXAMINATION 

As a result of the current examination, the following recommendation is being made:

1. It is recommended that the Company comply with 40 P.S. §§ 991.1405(a)(2)(iii) and (v) 
when making any future amendments to reinsurance agreements meeting certain 
premium or liability transfer criteria, and/or tax allocation agreements (see “Insurance 
Holding Company System”, page 4).
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CONCLUSION 

As a result of this examination, the financial condition of MedAmerica Insurance 
Company, as of December 31, 2018, was determined to be as follows: 

Since the previous examination, made as of December 31, 2013, the Company’s assets 
increased by $333,514,868, its liabilities increased by $346,156,023, and its surplus decreased by 
$12,641,155.  

This examination was conducted by Elizabeth McGarry, CFE, actuarial staff from Oliver 
Wyman Actuarial Consulting, Inc., and Sigurd Proudfit, CFE, AMCM of Examination 
Resources, LLC., with the latter in charge. 

Respectfully submitted,

Melissa L. Greiner 
Director 
Bureau of Financial Examinations 

Shannon Hopkins, CFE 
Examination Manager 

Sigurd Proudfit, CFE, AMCM 
Examiner-in-Charge 

The CFE designation has been conferred by an organization not affiliated with the federal or any state government.  However the CFE designation is the only designation 

recognized by the NAIC for the purposes of directing statutory Association examinations of insurance companies. 

Amount Percentage

Admitted assets 1,199,752,871$     100.0 %

Liabilities 1,168,746,631$     97.4 %

Capital and Surplus 31,006,240     2.6 %

Total liabilities, capital and surplus 1,199,752,871$     100.0 %


