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NOTES TO FINANCIAL STATEMENTS 
 
 
 
1. Summary of Significant Accounting Policies 

A. Accounting Practices 
 
Basis of Presentation 
The accompanying statutory basis financial statements have been prepared on the basis of accounting 
practices prescribed or permitted by the Ohio Department of Insurance (“ODI”). ODI adopted National 
Association of Insurance Commissioners’ (“NAIC”) “Accounting Practices and Procedures Manual” 
(“NAIC SAP”) as the basis of its statutory accounting practices.  Prescribed statutory accounting practices 
include state laws, regulations and general administrative rules, as well as a variety of publications of the 
NAIC.  There are no differences between the company’s capital, surplus and net income (loss) calculated in 
accordance with ODI and NAIC SAP for the year ended September 30, 2013. 
 
B. Use of Estimates in the Preparation of the Financial Statements 
The preparation of financial statements in accordance with Statutory Accounting Principles requires 
management to make estimates and assumptions that affect the reported amounts of admitted assets and 
liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses for each reporting period.  Actual results could differ from 
those estimates. 
 
C. Accounting Policy 
Dental premiums are earned ratably over the terms of the related insurance policies.   
 
In addition, the Company uses the following accounting policies: 
 
1. Short-term investments are stated at amortized cost. 
2. The Company's investments in fixed maturity securities are valued using prices provided by third party 

pricing vendors.  The pricing vendors determine the prices using market inputs, including benchmark 
yields, reported trades, broker-dealer quotes, issuer spreads, two-sided markets, benchmark securities, 
bids, offers and reference data. Bonds are stated at amortized cost using the interest method. 

3. None 
4. None 
5. None 
6. None 
7. None 
8. None 
9. Not Applicable 
10. Not Applicable 
11. The estimate for incurred but not reported dental claims is based on actuarial projections of costs using 

historical claims paid data.  Estimates are continually monitored and reviewed and, as settlements are 
made or estimates adjusted, differences are reflected in current operations.  Such estimates are subject 
to the impact of changes in the regulatory environment and economic conditions.  Given the inherent 
nature of such estimates, the actual liability could differ significantly from the amounts provided.  
Actual future experience will generally differ from assumptions used to determine claim liabilities. 

12. Not Applicable 
13. Not Applicable 
14. Premium revenue is recognized in the period in which the member is entitled to receive dental 

services. 
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 10.1 

 
NOTES TO FINANCIAL STATEMENTS 

 
 

15. Other Professional Services for Benefits include claims incurred and capitation expense to dental 
network providers. 

16. The provision for federal income taxes is based on income from operations currently taxable.  In 
accordance with the Company’s state of domicile, the Company recognizes deferred income taxes for 
temporary differences between financial statement carrying amounts of assets and liabilities and their 
related tax basis.  Realized gains and losses are reported net of applicable federal income taxes.  
Increases or decreases in certain federal income tax assets and liabilities established in prior years are 
reflected as adjustments to surplus. 

17. Net investment income includes interest and dividends received or accrued on investments. It also 
includes amortization of any purchase premium or discount using the interest method, adjusted 
retrospectively for any change in estimated yield to maturity.  Investment income due and accrued that 
is deemed uncollectible is charged against net investment income in the period such determination is 
made. 

 
 

2. Accounting Changes and Corrections of Error 
None 

 
3. Business Combinations and Goodwill 
 Not Applicable 
 
4. Discontinued Operations 
 Not Applicable 
 
5. Investments 

None for all categories 
 

6. Joint Ventures, Partnerships and Limited Liability Companies 
 None 
 
7.  Investment Income  

Net Investment Income, including accrual of discount and amortization of premium, arose from the 
following sources for the period ending September 30, 2013. 
 

2013 2012
Bonds $ 832 747
Cash and short term investments
Gross investment income 832 747
Less:investment expenses -           
Net investment income $ 832 747    
   

   
8. Derivative Instruments 
 None 
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NOTES TO FINANCIAL STATEMENTS 
 

 
9. Income Taxes  

 
 
Taxable Income   25,636     
 
Taxable Income @ 35%  8,973 
 
 

10. Information Concerning Parent, Subsidiaries and Affiliates 
 

The Company is a wholly owned subsidiary of First Commonwealth, Inc. (FCW). FCW is a wholly owned 
subsidiary of The Guardian Life Insurance Company of America (Guardian), therefore by the law of 
transitive relations, the Company is a wholly owned subsidiary of its ultimate Parent – Guardian. 
 
Management Service Agreement 
The Company has entered into a management services agreement with the ultimate Parent. Under this 
agreement, the Parent performs billing and accounting, claims administration, facilities and personnel, 
financial, information systems, marketing, member services, underwriting and actuarial and product design 
and development services for the Company. This agreement may be terminated upon either party giving 
sixty days written notice. 

 
 

At September 30, 2013 the Parent had obligations to the Company in the amount of $2,588. This amount 
relates to premium collected by the parent on behalf of the company. These amounts were settled within 15 
days. 
 
At September 30, 2013 the Company had obligations to the Parent in the amount of $1,806. This amount 
relates to amounts due under the management service agreement. These amounts were settled within 15 
days. 
 

   
11. Debt 
  

A. Capital Notes 
None 
 
B. All Other Debt 
None 

 
12. Retirement Plans, Deferred Compensation, Post employment Benefits and Compensated Absences and 

Other Postretirement Benefit Plans 
 
 Not Applicable 
 
13. Capital and Surplus, Shareholders’ Dividend Restrictions  
 
 Common stock, $1 par value; 10 shares authorized, 10 shares issued and outstanding, as of 

September 30, 2013. 
 

The State of Ohio statutes and related regulations of the Ohio Department of Insurance require the 
Company to maintain a minimum net worth of $250,000.  The State of Ohio also requires that the 
Company maintain a $75,000 statutory deposit.   
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 10.3 

 

NOTES TO FINANCIAL STATEMENTS 
 

 
 
As of September 30, 2013 the Company had no plans to declare a dividend. At September 30, 2013 the 
Company was in compliance with the applicable capital and surplus requirements. 

  
The company has not issued any surplus notes. 
 
 

14. Contingencies 
 
 None for all categories 
 
15. Leases 
 
 Not Applicable 
 
 
16. Information About Financial Instruments  
 
 None 
 
17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities 
 

None for all categories 

 
 
18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured 

Plans 
 
 None for all categories 
 
19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators 
 
 None 
 
 
20. Fair Value Measurements 
 

Not Applicable 
 
21. Other Items 
 
 None 
 
22. Events Subsequent 
 
 None 
 
23. Reinsurance 
 
 None for all categories 



STATEMENT AS OF SEPTEMBER 30, 2013 OF THE  MANAGED DENTALGUARD INC (OHIO)

 10.4 

 
 
 

NOTES TO FINANCIAL STATEMENTS 
 

 
 
24. Retrospectively Rated Contracts & Contracts Subject to Redetermination 
 
 None 
 
25. Change in Incurred Claims and Claim Adjustment Expenses 

 
Reserves as of December 31, 2012 were $2,626. As 09/30/2013, $838 were paid for incurred claims for 

dental services provided in 2012 or prior.  

 
The Company’s claims liability, claims incurred, claims payments and other professional services for 
benefits, including capitation, for the years ended September 30, 2013 and December 31, 2012 are as 
follows: 

  
 09/30/2013  12/31/2012 
  

Claims unpaid, beginning of year      $2,626 
     $0 

Incurred related to:    
Current year 99,977  25,416 
Prior year           (1,696)  0 

Total incurred 98,281  25,416 
    
Paid related to:    

Current year 86,232  22,790 
Prior year 838  0 

Total paid 87,070  22,790 

Claims unpaid, end of year $13,837 
 

$2,626 
 

 
26. Intercompany Pooling Arrangements 
 
 None 
 
27. Structured Settlements 
 
 None 
 
28. Health Care Receivables 
 
 None 
 
 
29. Participating Policies 
 

None 
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 10.5 

 

 
NOTES TO FINANCIAL STATEMENTS 

 
 
30. Premium Deficiency Reserves 
 
 None 
 
31. Anticipated Salvage and Subrogation 
 
 None 
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