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State of Wisconsin / OEEICE OF THE COMMISSIONER OF INSURANCE

125 South Webster Street « P.O. Box 7873

Scott Walker, Governor Madison, Wisconsin 53707-7873
Theodore K. Nickel, Commissioner Phone: (608) 266-3585 o Fax: (608) 266-9935
January 20’ 2012 E-Mail: ociinformation@wisconsin.gov

Wisconsin.gov Web Address: oci.wi.gov

Honorable Theodore K. Nickel
Commissioner of Insurance
State of Wisconsin

125 South Webster Street
Madison, Wisconsin 53703

Commissioner:
In accordance with your instructions, a compliance examination has been made of the
affairs and financial condition of:

HUMANADENTAL INSURANCE COMPANY
Louisville, Kentucky

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of HumanaDental Insurance Company (HDIC or the
company) was conducted in 2006 as of December 31, 2005. The current examination covered
the intervening period ending December 31, 2010, and included a review of such 2011
transactions as deemed necessary to complete the examination.
The examination was conducted using a risk-focused approach in accordance with

the NAIC Financial Condition Examiners Handbook, which sets forth guidance for planning and

performing an examination to evaluate the financial condition and identify prospective risks of an
insurer. This approach includes the obtaining of information about the company including
corporate governance, the identification and assessment of inherent risks within the company,
and the evaluation of system controls and procedures used by the company to mitigate those
risks. The examination also included an assessment of the principles used and significant

estimates made by management, as well as an evaluation of the overall financial statement



presentation and management’s compliance with statutory accounting principles, annual
statement instructions, and Wisconsin laws and regulations.

The examination consisted of a review of all major phases of the company's
operations and included the following areas:

History

Management and Control

Corporate Records

Conflict of Interest

Fidelity Bonds and Other Insurance

Employees' Welfare and Pension Plans

Territory and Plan of Operations

Affiliated Companies

Growth of Company

Reinsurance

Financial Statements

Accounts and Records

Data Processing

Emphasis was placed on the audit of those areas of the company's operations
accorded a high priority by the examiner-in-charge when planning the examination. Special
attention was given to the action taken by the company to satisfy the recommendations and
comments made in the previous examination report.

The company is annually audited by an independent public accounting firm as
prescribed by s. Ins 50.05, Wis. Adm. Code. An integral part of this compliance examination was
the review of the independent accountant's work papers. Based on the results of the review of
these work papers, alternative or additional examination steps deemed necessary for the
completion of this examination were performed. The examination work papers contain

documentation with respect to the alternative or additional examination steps performed during

the course of the examination.



II. HISTORY AND PLAN OF OPERATION

HumanaDental Insurance Company is a Wisconsin-domiciled life and health insurer,
authorized to conduct insurance business pursuant to ch. 611, Wis. Stat. The company was
initially organized January 1, 1908, under the name Wisconsin National Life Insurance Company
(WNLIC) and was a publicly traded stock insurance company.

Effective March 26, 1975, N. V. Netherlands Insurance Company (N. V. Netherlands)
acquired 91.42% of the outstanding capital stock of WNLIC, and on April 29, 1976, N. V.
Netherlands acquired the remaining outstanding shares of WNLIC through a reverse stock split.
Ownership and control of WNLIC was transferred to Nationale-Nederlanden U.S. Corporation, a
wholly owned subsidiary of N. V. Netherlands, on May 2, 1977, and to Nationale-Netherlanden
U.S. Life Insurance Company effective January 1, 1981. On June 30, 1985, the capital stock of
the company was transferred to Nationale-Netherlanden U.S. Holdings, Inc. On July 30, 1993,
100% of the capital stock of WNLIC was purchased by Protective Life Insurance Company (PLIC),
a subsidiary of the Alabama-domiciled insurance holding company Protective Life Corporation.

Ownership and control of WNLIC was purchased from PLIC by HumanaDental, Inc.,
a Delaware-domiciled holding company subsidiary of Humana Inc. (Humana), effective
May 10, 2000. The name of the company was changed to HumanaDental Insurance Company,
the name presently used by the company, on May 10, 2000.

The company commenced issuing dental health insurance policies in 2001, and its
ongoing portfolio of net retained insurance risk is comprised solely of dental health insurance.

In 2010, the company collected direct premium in the following states:

Texas $ 54,626,879 17.1%
California 36,079,542 11.3
lllinois 31,701,917 9.9
Florida 24,690,858 7.7
Wisconsin 21,818,837 6.9
Ohio 15,499,914 4.9
All others 134,654,646 42.2
Total $319,072,593 100.0%

The company is licensed in the District of Columbia and in all state jurisdictions

except New York.



HumanaDental Insurance Company markets group dental health plans based on
three core alternatives: indemnity insurance coverage, preferred provider organization networks,
and administration services only products. HDIC marketing operations are conducted through the
five regional commercial segment marketing offices of the affiliate Humana Insurance Company
(HIC). HDIC marketing within the HIC regional offices is staffed by a senior executive, a senior
sales consultant, and by a field force of dental services representatives. The dental plans are
marketed through a number of HDIC career agents, and the company also markets through the
internet.

The following chart is a summary of premium income as reported by the company in
2010. The growth of the company is discussed in the “Financial Data” section of this report.

Premium Income

Direct Reinsurance Reinsurance

Line of Business Premium Assumed Ceded Net Premium
Whole life $ 2,427,305 $0 $2,427,305 $
Universal life 3,906,433 3,906,433
Individual deferred

annuities 1,948,604 1,948,604
Other health 39,930 39,930
Dental 312,586,820 . 312,586,820
Total All Lines $320,909,092 $0 $8,322,272 $312,586,820



. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of three members. Directors are elected annually to
serve a one-year term. Officers are elected at the board's annual meeting. Each member of the
company’s board of directors is a senior executive of the parent, Humana Inc., and is also a
member of other boards of directors in the holding company group. The board members currently
do not receive compensation for serving on the board.

Currently the board of directors consists of the following persons:

Name and Residence Principal Occupation Term Expires
Michael B. McCallister President & Chief Executive Officer, 2012
Louisville, KY Humana Inc.

James E. Murray Senior Vice President, Chief Operating Officer, 2012
Louisville, KY Humana Inc.

James H. Bloem Senior Vice President, Chief Financial Officer, 2012
Louisville, KY Humana Inc.

Officers of the Company

Each senior executive officer of HumanaDental Insurance Company is also a senior
executive officer of Humana Inc. and also serves as an officer in other legal entities within the
holding company group. Senior executive officers are compensated by Humana Inc. and do not
receive direct compensation remitted by HumanaDental Insurance Company. A portion of the
executive officer compensation remitted to the HDIC executive officers by Humana Inc. is
allocated to HDIC pursuant to intercompany expense allocation agreements. The HDIC senior

executive officers serving at the time of this examination are as follows:

2010
Name Office Compensation
Gerald L. Ganoni President & Chief Executive Officer $ 871,923
James H. Bloem Senior VP, Chief Financial Officer and Treasurer 1,244,378
Joan O. Lenahan Vice President & Corporate Secretary 553,309
Frank Amrine* Appointed Actuary 310,931

*Frank Amrine retired on June 30, 2011. Jonathan Canine is the current appointed actuary.



Committees of the Board

The company's bylaws allow for the formation of certain committees by the board of
directors. There were no board member only committees at the time of the examination. The
committees of the parent company, Humana Inc., perform comprehensive corporate governance
oversight on behalf of each Humana Inc. operating subsidiary including HumanaDental Insurance
Company. The Humana Inc. board of directors has the following committees: Audit, Executive,
Investment, Nominating & Corporate Governance, and Organization & Compensation. Only
directors meeting the Securities and Exchange Commission’s (SEC) and the New York Stock
Exchange’s (NYSE) director independence standards may serve on the Audit Committee, the
Nominating & Corporate Governance Committee and the Organization & Compensation
Committee. Each member of the Audit Committee is an “audit committee financial expert” as
defined by the SEC, and each is “financially literate” as defined by the NYSE.

The company does have a Quality Improvement Committee (QIC) consisting of
members of management. The committee reports directly to the board of directors. The voting
members of the QIC at the time of the examination are listed below:

Phil Painter, Corporate Medical Director

Thomas James, Medical Director, National Accounts
Karen Feldkamp, Director, Corporate Quality & Accreditation
Darlene Holzbach, Manager Corporate Quality

Emilie Sims, Manager Accreditation

Marla Sanders, Director Delegation Compliance

Mike Funk, Director Provider Operations

Shari Dillon, Director CIT

Karen Wooldridge, Consultant Corporate Quality

Lynne Schifreen, Manager Pharmacy Quality

Sondra Harp, Manager, Grievances & Appeals

Stilla McMahon, Director Provider Communications
Mary Jane Branch, Regional Quality Director South
Mary Weiss, Regional Quality Director West

Susan Hoffman, Regional Quality Director South Florida
Nancy Walsh, Regional Quality Director East

Patrice Thor, Regional Quality Director Central

Sue Suchan, Director Corporate Compliance



IV. AFFILIATED COMPANIES
HDIC is a member of a holding company system. As previously stated, its ultimate
parent is Humana Inc. The abbreviated organizational chart below depicts the relationships
among the affiliates in the direct succession of control of the company. A brief description of
affiliates deemed significant follows the organizational chart.

Organizational Chart
As of December 31, 2010

Humana Inc. (DE)

HumanaDental, Inc.
(DE)
HumanaDental The Dental Concern, The Dental Concern,
Insurance Company Inc. (KY) Ltd. (IL)

(Wi

Humana Inc.

Humana Inc. is an insurance holding company which provides indemnity insurance,
managed health care insurance, and specialty service products through the operations of its
subsidiary companies. Humana Inc. was incorporated on July 27, 1964, and is a Delaware
corporation. Humana products are offered primarily through subsidiary life and health indemnity
insurers, health maintenance organizations, and preferred provider organizations, and are
marketed for employer groups, government benefit programs, and individuals.

As of December 31, 2010, the GAAP basis audited financial statements of
Humana Inc. reported total assets of $16.1 billion, total liabilities of $9.2 billion, and total
stockholders’ equity of $6.9 billion. Operations for 2010 produced net income of $1.1 billion.
HumanaDental, Inc.

HumanaDental, Inc., is a non-operating intermediate holding company domiciled in

Delaware which holds the assets of certain Humana dental operating subsidiaries.



HumanaDental, Inc., holdings include the Wisconsin-domiciled insurer HumanaDental Insurance
Company.

As of December 31, 2010, the GAAP basis unaudited financial statements of
HumanaDental, Inc. ,reported total assets of $33,012,687, total liabilities of $271,932, and total
stockholders’ equity of $32,740,755. Unconsolidated operations for 2010 produced a net loss of
$87,089.

The Dental Concern, Ltd.

The Dental Concern, Ltd., is a licensed dental insurance plan in the state of lllinois.
The company'’s dental products are marketed primarily to employer groups.

As of December 31, 2010, the statutory basis audited financial statements of The
Dental Concern, Ltd., reported total admitted assets of $1,102,354, total liabilities of $426,933,
and policyholders’ surplus of $675,421. Operations for 2010 produced net income of $42,152.
The Dental Concern, Inc.

The Dental Concern, Inc., is a licensed dental insurance plan in the states of
Colorado, Florida, Kentucky and Maryland. The company’s dental products are marketed
primarily to employer groups. The company markets to individuals in Kentucky and now offers
vision plans.

As of December 31, 2010, the statutory basis audited financial statements of The
Dental Concern, Inc., reported total admitted assets of $7,624,594, total liabilities of $3,859,968,
and policyholders’ surplus of $3,764,626. Operations for 2010 produced net income of
$1,100,095.

Affiliated Agreements

Indemnity Agreement between HDIC and Humana Inc.

HumanaDental Insurance Company and Humana Inc. entered into an indemnity
agreement May 10, 2000, whereby Humana Inc. agrees to indemnify HDIC from any and all
liability or loss that HDIC may suffer as a result of HDIC's failure to perform its insurance risk
obligations in the event that HDIC should become insolvent or otherwise financially incapable of

meeting its obligations. Under the agreement, Humana Inc. guarantees continuation of coverage



under certificates of coverage issued by HDIC for the duration of the contract for which payment
has been made, continuation of benefits to HDIC members who are confined in an inpatient
facility on the date of insolvency until the member’s discharge, and payment to providers for
services rendered before insolvency and required by HDIC's certificates of coverage. Humana
also agrees to indemnify HDIC and hold harmless HDIC from any and all liability and loss that
HDIC may suffer arising from HDIC's provision of administrative services to Humana Inc.

Tax Allocation Agreement between HDIC and Humana Inc.

HumanaDental Insurance Company is party to a Tax Allocation Agreement with
Humana Inc. It became effective May 10, 2000. The agreement provides that Humana Inc. will
file consolidated tax returns for all of the legal entities in the Humana Inc. holding company group,
including HDIC. The consolidated tax liability for each year shall be apportioned to Humana Inc.
and its subsidiaries based on applicable provisions of the Internal Revenue Code, based on the
ratio which the portion of consolidated tax liability attributable to each respective member of the
group bears to the consolidated tax liability. Humana Inc. shall credit to each respective affiliate
100% of the excess of the affiliate’s separate return tax liability over its allocated consolidated tax
return liability. Humana Inc. is responsible for the preparation and filing of all consolidated tax
return and any other returns or documents required to be filed with the Internal Revenue Service.

Corporate Service Agreement between HDIC and Humana Inc.

HumanaDental Insurance Company is party to a Corporate Service Agreement with
Humana Inc. effective January 3, 2007. It has been amended May 14, 2009, June 1, 2009, and
January 1, 2011, for regulatory compliance purposes. Humana Inc. provides services supporting
the business operations of HDIC. Humana provides HDIC with services such as payroll, trade
accounts payments, broker commissions, medical and product management, executive
management, information systems, financial and legal services, human resource and sales
distribution management, and related services. Humana, Inc. receives a direct reimbursement for
services with direct costs and a pro rata share of costs of shared services and overhead based
upon weighted membership. The agreement provides that Humana Inc. collects funds due HDIC

in the operation of its business and performs any necessary banking and accounting



administrative duties to accomplish collections and disbursements of funds on behalf of
HumanaDental Insurance Company.

Service Center Service Agreements between HDIC, Humana Insurance Company, and Humana

Inc.

HumanaDental Insurance Company has established a service center service
agreement with Humana Insurance Company and Humana Inc. as a repository effective
January 3, 2007. It has been amended May 14, 2009, June 1, 2009, and January 1, 2011, for
regulatory compliance purposes. The agreements provide that HIC will provide HDIC with claims
processing, customer service, front-end operations, billing and enroliment, utilization review, and
other support activities. HIC expenses allocated to HDIC include general business expenses
incurred by HIC in performance of the services. Humana Inc. serves as the repository under the
service center agreement, pursuant to which Humana Inc. disburses and collects management
fees that are required by the agreements, and performs any necessary banking and administrative

duties required to accomplish its repository duties. The 2011 amendment also integrated some

previously separate affiliate agreements into this agreement.
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V. REINSURANCE

HumanaDental Insurance Company’s reinsurance portfolio and strategy are
described below. The company maintains one ceding reinsurance contract in force. The
company’s reinsurance contract contains proper insolvency provisions.

HumanaDental Insurance Company maintains a 100% quota share reinsurance
agreement with Protective Life Insurance Company (PLIC) whereby all of the business that was
written by Wisconsin National Life Insurance Company prior to April 1, 1999, is ceded to PLIC.
The agreement covers all business written on a direct basis by the company and all previously
assumed or coinsured risks on or prior to April 1, 1999. Risks ceded under the agreement include
ordinary life insurance, other A&H, and individual annuity contracts.

Under the agreement with PLIC, the reinsurer accepts cession or retrocession, as the
case may be, of all of HDIC's rights and interest in the coinsured policies, and agrees to perform
all contractual liabilities under the coinsured policies and to perform all responsibilities of HDIC
under the reinsurance agreements that relate to the coinsured policies arising on or after the
agreement effective date.

Pursuant to a service agreement between the parties, PLIC agrees to provide all
normal and necessary policyholder service with regard to the subject policies, including billing and
collection of premiums, payment of claims, normal policyholder services, preparation of periodic
statutory financial statement data, administration of the related reinsurance agreements for the
ceded policies, and underwriting and issuance of any coinsured policies.

The reinsurance agreement cannot be canceled by the parties and will remain in
force until the last coinsured policy ceases to be in force. The parties agree that the reinsurance
agreement may not be materially modified unless required by law, and HDIC may not recapture
the coinsured policies. The company received a one-time ceding commission of $24,900,000

upon the execution of the agreement in 1999.
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VI. FINANCIAL DATA
The following financial statements reflect the financial condition of the company as
reported to the Commissioner of Insurance in the December 31, 2010, annual statement. Also
included in this section are schedules which reflect the growth of the company, NAIC Insurance
Regulatory Information System (IRIS) ratio results for the period under examination, and the
compulsory and security surplus calculation. Adjustments made as a result of the examination
are noted at the end of this section in the area captioned "Reconciliation of Surplus per

Examination."

12



HumanaDental Insurance Company

As of December 31, 2010

Bonds

Cash, cash equivalents, and short-term
investments

Securities lending reinvested collateral

assets

Write-ins for invested assets:

Investment income due and accrued

Premiums and considerations:
Uncollected premiums and agents'

balances in course of collection

Amounts receivable relating to uninsured
plans

Current federal and foreign income tax
recoverable and interest thereon

Net deferred tax asset

Guaranty funds receivable or on deposit

Electronic data processing equipment and
software

Furniture and equipment, including health
care delivery assets

Health care and other amounts receivable

Write-ins for other than invested assets:
Prepaid expenses
Prepaid commissions

Total Assets

Assets

Assets
$77,846,616
18,102,942
2,006,982

719,572

1,791,350

307,472

2,531,499

153,768

690,314
135,091

231,342
114917

$104,631,865

13

Net
Nonadmitted Admitted
Assets Assets
$ $ 77,846,616
18,102,942
2,006,982
719,572
146,372 1,644,978
2,471 305,001
1,407,160 1,124,339
5,337 148,431
690,314
135,091
231,342
114,917
$2,597,913 $102,033,952



HumanaDental Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2010

Aggregate reserve for accident and health contracts
Contract claims:
Accident and health
Premiums and annuity considerations received in
advance
Contract liabilities not included elsewhere:
Interest maintenance reserve
Commissions to agents due or accrued
General expenses due or accrued
Taxes, licenses, and fees due or accrued, excluding
federal income taxes
Current federal and foreign income taxes
Amounts withheld or retained by company as agent or
trustee
Remittances and items not allocated
Miscellaneous liabilities:
Asset valuation reserve
Payable to parent, subsidiaries and affiliates
Liability for amounts held under uninsured accident
and health plans
Payable for securities lending

Total Liabilities

Common capital stock $ 2,600,000
Gross paid in and contributed surplus 16,616,315
Unassigned funds (surplus) 43,461,320

Total capital and surplus

Total Liabilities, Capital and Surplus
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$ 1,161,496
16,977,010
5,749,059
1,111,110
1,982,310
4,131,512

1,216,915
1,130,475

99,358
33,586

131,442
3,193,467

340,590
2,097,987

39,356,317

62,677,635

$102,033,952



HumanaDental Insurance Company
Summary of Operations

For the Year 2010

Premiums and annuity considerations for life and
accident and health contracts
Net investment income
Amortization of interest maintenance reserve
Miscellaneous income:
Write-ins for miscellaneous income;
Access fee
Miscellaneous income
Total income items

Disability benefits and benefits under accident and
health contracts

Commissions on premiums, annuity considerations,
and deposit-type contract funds (direct business
only)

General insurance expenses

Insurance taxes, licenses, and fees excluding federal
income taxes

Total deductions

Net gain (loss) from operations before dividends to
policyholders and federal income taxes

Dividends to policyholders

Net gain (loss) from operations after dividends to
policyholders and before federal income taxes

Federal and foreign income taxes incurred (excluding
tax on capital gains)

Net gain (loss) from operations after dividends to
policyholders and federal income taxes and before
realized capital gains or losses

Net realized capital gains or (losses)

Net Income

15

$211,609,404

36,223,541
28,425,558

11,798,754

$312,586,820
2,575,883
215,199

1,269,850

(2,123)
316,645,629

288,057,257

28,588,372

0

28,588,372

10,301,015

18,287,357

13,950

$ 18,301,307



HumanaDental Insurance Company

Cash Flow
For the Year 2010

Premiums collected net of reinsurance

Net investment income

Miscellaneous income

Total

Benefit- and loss-related payments

Commissions, expenses paid, and
aggregate write-ins for deductions

Federal and foreign income taxes paid
(recovered)

Total deductions

Net cash from operations

Proceeds from investments sold,
matured, or repaid:

Bonds $ 7,144,340
Total investment proceeds
Cost of investments acquired (long-term
only):
Bonds 21,712,117

Total investments acquired
Net cash from investments

Cash from financing and miscellaneous
sources:
Capital and paid in surplus less
treasury stock
Dividends to stockholders
Other cash provided (applied)
Net cash from financing and
miscellaneous sources
Reconciliation:
Net change in cash, cash equivalents,
and short-term investments
Cash, cash equivalents, and short-term
investments:
Beginning of year
End of year

16

$211,344,216
76,337,509

9,178,051

7,144,340

21,712,117

162,504
15,000,000
5,585,603

$311,001,520
2,857,624
1,267,726
315,126,870

296,859,776
18,267,094

(14,567,777)

(9,251,893)

(5,552,576)

23,655,518
$ 18,102,942



HumanaDental Insurance Company
Compulsory and Security Surplus Calculation

December 31, 2010
Assets
Less security surplus of insurance
subsidiaries
Less liabilities
Adjusted surplus

Annual premium:

Individual life and health $ 25,545,837
Factor 15%
Total

Group life and health 285,495,613
Factor 10%
Total

Compulsory surplus (subject to a
$2,000,000 minimum)

Compulsory Surplus Excess or (Deficit)

Adjusted surplus (from above)

Security surplus: (140% of compulsory
surplus, factor reduced 1% for each
$33 million in premium written in
excess of $10 million, with a
minimum of 110%)

Security Surplus Excess or (Deficit)

17

$ 3,831,875

28,549,561

$102,033,952

0
39,356,317

62,677,635

32,381,436

$ 30,296,199

$ 62,677,635

42,419,681

$ 20,257,954



HumanaDental Insurance Company

Reconciliation and Analysis of Surplus

For the Five-Year Period Ending December 31, 2010

The following schedule is a reconciliation of total capital and surplus during the period

under examination as reported by the company in its filed annual statements:

Capital and surplus,
beginning of year
Net income
Change in net deferred
income tax
Change in nonadmitted
assets and related items
Change in asset valuation
reserve
Surplus adjustments:
Paid in
Dividends to stockholders
Write-ins for gains and
(losses) in surplus:
Prior period correction-
stock option expense
Securities lending

Capital and Surplus, End of
Year

2010 2009 2008

$ 58,408,215 $63,789,712 $ 65,630,112

18,301,307 15,581,605 22,665,636
573,553 577,905 1,233,954
363,498 12,960 (881,337)

(131,442) 69,042 141,347
1,239,324 376,991

(15,000,000)  (22,000,000)  (25,000,000)

(1,080,801)
3,981

2007

22,488,781
(535,954)
(166,362)

(56,143)

(20,000,000)

2006

$63,899,790 $62,391,526

21,256,270
(16,547)
334,956

(66,415)

(20,000,000)

HumanaDental Insurance Company

Insurance Regulatory Information System
For the Five-Year Period Ending December 31, 2010

The company’s NAIC Insurance Regulatory Information System (IRIS) results for the

period under examination are summarized below. Unusual IRIS results are denoted with

asterisks and discussed below the table.

Ratio 2010 2009
#1  Net change in capital and surplus 5% -9%
#2  Gross change in capital and surplus 7 -8
#3  Net income to total income 6 5
#4  Adequacy of investment income NR NR
#5  Nonadmitted to admitted assets 3 3
#6  Total real estate and mortgage loans
to cash and invested assets 0 0
#7  Total affiliated investments to capital
and surplus 0 2
#8  Surplus relief 0 0
#9  Change in premium 5 1
#10 Change in product mix 0.5 0.2
#11 Change in asset mix 1.2 1.7
#12 Change in reserving 0 0

18

2008

-3%
-3
8
NR
3

0

0
0
-4
0.4
0.4
0

2007

3%

3

7
NR

2

0

0

0
11
9.9*
18

0

2006

2%

11
0.0
3.5

0



Ratio No. 10 compares the changes in the company’s product mix from the current year to
the prior year. It was discovered in 2007 that the group dental business in HDIC was being incorrectly
included in column 11 of the Analysis of Operations by Lines of Business page in the annual statement

instead of column 9. The company has corrected in all subsequent years.

Growth of HumanaDental Insurance Company

Year Admitted Assets Liabilities Capital and Surplus
2010 $102,033,952 $39,356,317 $62,677,635
2009 92,292,607 33,884,392 58,408,215
2008 93,909,031 30,119,319 63,789,712
2007 96,610,859 30,980,747 65,630,112
2006 90,382,454 26,482,664 63,899,790
2005 92,227,902 29,836,376 62,391,526
Life Insurance In Force (in thousands)
Gross Risk
Year In Force Ceded Net
2010 $668,872 $668,872 $0
2009 712,597 712,597 0
2008 760,241 760,241 0
2007 811,787 811,787 0
2006 874,537 874,537 0
2005 942,852 942,852 0
Accident and Health
Incurred Combined
Net Claims and Cost Other Loss and
Premiums Containment Commissions Expenses Expense
Year Earned Expenses* Incurred Incurred** Ratio
2010 $312,586,820 $214,023,631 $36,223,280 $37,809,085 89.2%
2009 295,216,210 200,623,719 30,205,532 43,327,115 89.5
2008 296,427,719 199,505,598 26,738,778 36,173,105 85.8
2007 301,725,155 207,191,555 27,408,116 37,978,637 87.9
2006 277,174,060 192,276,970 23,876,265 32,473,392 87.3
2005 249,746,557 174,430,034 21,818,988 25,158,257 88.6

* |Includes increase in contract reserves
** |Includes taxes, licenses, and fees

As indicated above, the company has reported favorable operating results for all the

years under examination. During the period under examination, the company’s admitted assets

increased 11%, premiums earned increased 25%, while surplus remained relatively unchanged.
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As previously mentioned, the company commenced issuing dental health insurance
policies in 2001. Premium revenues increased primarily as a result of increase in premium rates,
partially offset by a decrease in average memberships. The medical loss ratio has been relatively
consistent year to year.

The company writes predominantly short tailed health business; as such, the
company’s investment portfolio is conservatively managed with an emphasis on high-quality, liquid
holdings which provide a reasonable return.

Reconciliation of Surplus per Examination
No adjustments were made to surplus as a result of the examination. The amount of

surplus reported by the company as of December 31, 2010, is accepted.
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VIl. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There was one specific comment and recommendation in the previous examination
report. Comments and recommendations contained in the last examination report and actions

taken by the company are as follows:

1. Financial Reporting of Premium Assets and Liabilities—It is recommended that HDIC
properly identify the premium account balances in which it has sole right and interest, and
that the company correctly report its dental business premium, uncollected premiums, and
advance premiums under the appropriate balance sheet captions in its statutory financial
statements.

Action—Compliance
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Summary of Current Examination Results

This section contains comments and elaboration on those areas where adverse
findings were noted or where unusual situations existed. Comment on the remaining areas of the
company's operations is contained in the examination work papers.
Security Lending

The company participates in Humana’s security lending program. The review
determined that the collateral descriptions in Schedule DL — Part 1 are incorrect and do not
properly report the CUSIP numbers for each security. It is recommended that the company
provide an accurate description and properly report CUSIP numbers for each security on
Schedule DL — Part 1.
Premium Income

The review of the company’s quarterly statements revealed that enroliment fees were
incorrectly reported as a write-in item, rather than included as premium income. Itis
recommended that the company properly report enrollment fees as premium income pursuant to

the NAIC Quarterly Statement Instructions-Life and Health.
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VIIl. CONCLUSION

HumanaDental Insurance Company is a wholly owned subsidiary of HumanaDental,
Inc., which is a wholly owned subsidiary of Humana Inc. The company commenced issuing dental
health insurance policies in 2001, and its ongoing portfolio of net retained insurance risk is
comprised solely of dental health insurance. The company is licensed in the District of Columbia
and in all state jurisdictions except New York.

During the period under examination, the company’s admitted assets increased 11%,
premiums earned increased 25%, while surplus remained relatively unchanged. Premium
revenues increased primarily as a result of increase in premium rates, partially offset by a
decrease in average memberships. The medical loss ratio has been relatively consistent year to
year.

The examination determined that the company was in compliance with all of the
recommendations made by the previous examination. The current examination resulted in
two recommendations. No adjustments were made to surplus as a result of the examination. The

amount of surplus reported by the company as of December 31, 2010, is accepted.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

1. Page 22 - Security Lending—It is recommended that the company provide an accurate
description and properly report CUSIP numbers for each security on
Schedule DL — Part 1.

2. Page 22 - Premium Income—It is recommended that the company properly report
enrollment fees as premium income pursuant to the NAIC Quarterly
Statement Instructions-Life and Health.
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