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Notes to Financial Statements 

 

 
1. Summary of Significant Accounting Policies 

 
a. Accounting Practices 

 
The financial statements of Windsor Health Plan, Inc. (the “Company”) are presented on the basis of 
accounting practices prescribed or permitted by the Tennessee Department of Commerce and Insurance (the 
“Department”).  The Department recognizes only statutory accounting practices prescribed or permitted by 
the State of Tennessee for determining and reporting the financial condition and results of operations of an 
insurance company, for determining its solvency under the Tennessee Insurance Law.  The National 
Association of Insurance Commissioners’ (“NAIC”) Accounting Practices and Procedures Manual (“NAIC 
SAP”) has been adopted as a component of prescribed or permitted practices by the Department.  The 
Department has adopted certain prescribed accounting practices that differ from those found in NAIC SAP.   

 
Health maintenance organizations under Tennessee statute are not permitted to hold reinsurance.  However, 
these organizations are permitted to carry excess loss insurance, which provides coverage to limit a health 
plan’s financial exposure on certain large inpatient claims.  While this excess loss coverage is commonly 
referred to as “reinsurance,” the Department has taken the position that amounts related to this coverage 
should not be reported as reinsurance in preparing statutory financial statements.   

 
2. Accounting Changes and Corrections of Errors  

No significant change 
 

3. Business Combinations and Goodwill  
No significant change 

 
4. Discontinued Operations  

No significant change 
 
5. Investments 

A. Mortgage Loans, including Mezzanine Real Estate Loans 
No significant change  

 
B. Debt Restructuring 

No significant change  
 

C. Reverse Mortgages 
No significant change  

 
D. Loan-Backed Securities 

(1)  Prepayment assumptions for single class mortgage-backed/asset-backed securities were obtained 
from internal estimates based on historical results. 
 

Sector Book Value  Fair Value  
Asset backed securities (ABS)  $        4,880,865  $        4,878,738  
Commercial mortgage obligations (CMO)                       -                         -   
Mortgage backed securities (MBS) 2,832,272    2,865,646  
Total loan backed securities  $      7,713,137   $      7,744,384  

 
(2)  No other-than-temporary impairments were recognized in the first quarter.  
 
(3)  The following table represents the gross unrealized losses of the Company’s investment securities  

aggregated by length of time that the aggregate securities have been in continuous unrealized loss 
position as of March 31, 2012: 
 

  < 12 Months > 12 Months 
Securities Description Fair Value Unrealized Loss Fair Value Unrealized Loss 
US Government Treasuries & Agencies $       14,984,250  $           (20,764)  $                    -    $                    -   
State and Political Subdivisions                        -                          -                          -                          -   
Foreign Government Debt                        -                          -                          -                          -   
Corporate Securities           3,726,976                 (2,443)                        -                          -   
Mortgage Backed Securities                        -                          -                          -                          -   
Total Bonds  $     18,711,225  $           (23,207)  $                    -    $                    -   
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E. Repurchase Agreements and/or Securities Lending Transactions 
No significant change  

 
F. Real Estate 

No significant change  
 

G. Investments in Low Income Housing Tax Credits 
No significant change  

 
6. Joint Ventures, Partnerships and Limited Liability Companies  

No significant change   
 

7. Investment Income 
No significant change   

 
8. Derivative Instruments  

No significant change  
 

9. Income Taxes 
The Company adopted SSAP 101 effective 01/01/2012.  The 03/31/2012 and 12/31/2011 balances and 
related disclosures are calculated and presented pursuant to SSAP 101. 

A. The net deferred tax asset (DTA) or deferred tax liability (DTL) at March 31, 2012 and the 
change from the prior year are comprised of the following components: 
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B. Unrecognized deferred tax liabilities: 

1.There are no temporary differences for which deferred tax liabilities are not recognized. 
2.The cumulative amount of each type of temporary difference is not applicable. 
3.The amount of unrecognized DTL for temporary differences related to investments in 

foreign subsidiaries and foreign corporate joint ventures that are essentially permanent in 
duration (or a statement that determination is not practicable). 

4.The amount of the DTL for temporary differences other than those in item (3) above that 
is not recognized is not applicable. 
 

C. Current income taxes incurred consist of the following major components: 
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Notes to Financial Statements 

 
The Company has not recorded any valuation allowance adjustment to gross deferred tax assets 
as of March 31, 2012, and December 31, 2011. 

 
The Company has not utilized any tax-planning strategies available that resulted in an increase of 
the Company’ s adjusted gross deferred tax assets. 

 
D. The Company’ s income tax incurred and change in deferred income tax differs from the amount 

obtained by applying the federal statutory rate of 35% to income before income taxes as follows:  

 
E. Operating loss carry forward 

1. As of March 31, 2012, there are no operating loss, net capital loss or tax credit 
carryforwards available for tax purposes. 
 

2.  The amount of Federal income taxes incurred that are available for recoupment in the 
event of future net losses are: 
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3. The aggregate amount of deposits admitted under Section 6603 of the Internal Revenue 

Code is not applicable. 
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STATEMENT AS OF MARCH 31, 2012 OF THE  Windsor Health Plan, Inc.

10.4

Notes to Financial Statements 

F. Consolidated Federal income tax return 
1.The Company was acquired by Munich-American Holding Corporation (“ MAHC” ) and 

will be included in MAHC’ s consolidated federal income tax return group.  Schedule Y, 
Part 1 contains a listing of MAHC’ s other domestic subsidiaries.  A listing of the MAHC 
companies which will be included in the 2012 consolidated federal tax return will be 
available upon request. 

2.A tax allocation agreement exists for all companies within the group and has been 
approved by the Board of Directors.  Under this agreement, income tax expense is 
computed as if each company within the group filed a separate tax return.  Inter-company 
tax balances are settled quarterly.  Any loss member is entitled to receive reimbursement 
at the time and to the extent that the loss member would have been able to utilize such tax 
loss on a stand-alone basis. 

10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties 
 
The Company is wholly owned by Windsor Health Group (“ WHG” ). WHG is directly owned by Munich Health 
North America (“ MHNA” ), a subsidiary of Münchener Rückversicherungs-Gesellschaft. 

11. Debt 
No significant change   
 

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other 
Postretirement Benefit Plans  
No significant change 
 

13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations 
No significant change  

14. Contingencies 
No significant change  

15. Leases  
No significant change  

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments with 
Concentrations of Credit Risk 

 No significant change  

17. Sale, Transfer and Servicing of Financial Assets and Extinguishment of Liabilities  
A. Transfers of receivables reported as sales 

Not applicable 

B. Transfers and servicing of financial assets 
Not applicable 

C. Wash sales 
Not applicable  

18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured 
Plans  
No significant change  

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators 
No significant change  

20. Fair Value 
A. Fair Value Measurements at Reporting Date 

The Company did not report any assets or liabilities at fair value as of March 31, 2012.  

B. Fair Value Measurements Using Significant Unobservable Inputs (Level 3) of the Fair Value Hierarchy 

The Company did not report any assets or liabilities at fair value as of March 31, 2012.  Accordingly, the 
Company did not utilize Level 3 inputs.  

21. Other Items 
No significant change 

22. Events Subsequent 
No significant change 

  



STATEMENT AS OF MARCH 31, 2012 OF THE  Windsor Health Plan, Inc.

10.5

Notes to Financial Statements 

23. Reinsurance 
No significant change 

24. Retrospectively Rated Contracts & Contracts Subject to Redetermination 
No significant change 

25. Change in Incurred Claims and Claim Adjustment Expenses 
As of March 31, 2012, $51,762,341 has been paid for incurred claims attributable to insured events of prior years. 
Reserves remaining as of March 31, 2012 for prior years totaled $6,555,716 as a result of unpaid claims and claims 
adjustment expenses.  Accordingly, there has been $4,619,594 in favorable prior year developments since December 
31, 2011.  Because unpaid losses are estimated based on past experience and accumulated statistical data, the 
Company’ s actual benefit payments have varied from original estimates.  

26. Intercompany Pooling Arrangements  
 No significant change  

27. Structured Settlements  
 No significant change 

28. Health Care Receivable 
No significant change 

29. Participating Policies  
No significant change  

30. Premium Deficiency Reserves  
 No significant change  

31. Anticipated Salvage and Subrogation  
No significant change  
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STATEMENT AS OF MARCH 31, 2012 OF THE  Windsor Health Plan, Inc.

SCHEDULE E - PART 1 - CASH
Month End Depository Balances

1 2 3 4 5 Book Balance at End of Each Month
During Current Quarter

9

Depository Code
Rate of 
Interest

Amount of 
Interest Received 

During Current 
Quarter

Amount of 
Interest Accrued 

at Current 
Statement Date

6

First Month

7

Second Month

8

Third Month *
0199998. Deposits in ...   depositories that do not 
exceed the allowable limit in any one depository (See 
instructions) - Open Depositories XXX XXX �� �� ���������	
 ���	������
 �
����	�
 XXX

0199999. Totals - Open Depositories XXX XXX �� �� ���������	
 ���	������
 �
����	�
 XXX
0299998. Deposits in ...   depositories that do not 
exceed the allowable limit in any one depository (See 
instructions) - Suspended Depositories XXX XXX �� �� �� �� �� XXX

0299999. Totals - Suspended Depositories XXX XXX �� �� �� �� �� XXX
0399999. Total Cash on Deposit XXX XXX �� �� ���������	
 ���	������
 �
����	�
 XXX
0499999. Cash in Company's Office XXX XXX XXX XXX �� �� �� XXX

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

0599999. Total - Cash XXX XXX �� �� ���������	
 ���	������
 �
����	�
 XXX
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