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Attorney for the Division of Insurance

IN THE EIGHTH JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA

CLARK COUNTY, NEVADA
A-15-725244-C

STATE OF NEVADA, EX REL. Case No.
COMMISSIONER OF INSURANCE. IN HER 1
OFFICIAL CAPACITY AS STATUTORY Dept. No.

RECEIVER FOR DELINQUENT DOMESTIC
INSURER,

Plaintiff,
VS,
NEVADA HEALTH CO-OP,

Defendant.

vvvvvvvvwvvvvvvvvvv

PETITION FOR APPOINTMENT OF COMMISSIONER AS RECEIVER AND OTHER
PERMANENT RELIEF; REQUEST FOR TEMPORARY INJUNCTION
PURSUANT TO NRS 696B.270(1)

COMES NOW Plaintiff State of Nevada, ex rel. Acting Commissioner of Insurance,

Amy L. Parks (“Commissioner”), pursuant to Nevada Revised Statute (‘NRS”) 696B.250, and
petitions this Honorable Court, which has original jurisdiction of delinquency proceedings
pursuant to NRS 696B.190(1), to appoint the Commissioner as Receiver of the NEVADA
HEALTH CO-OP (“CO-OP"), Company ID No. 119733 and NAIC ID No. 15132, for the
purpose of conservation/rehabilitation and to grant permanent injunctive and other relief

authorized by Chapter 696B of the NRS and other applicable law, in order to finally ascertain
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the CO-OP’s true and current state of affairs, to conserve its assets, and protect the
policyholders and public from the dangers inherent to the delinquency of this entity. To that
end, it is respectfully requested that the Court issue an order directing the CO-OP to appear in
Court on the day fixed in the order and show cause why the Petition shouid not be granted.

The Commissioner further respectfully requests that the Court issue the following
interim orders for injunctive relief pending the show cause hearing and further orders by the
Court, on the grounds set forth in this Petition and as permitted in NRS 696B.270(1):

1. Pursuant to NRS 696B.210(2), on the grounds that the insurer is in unsound
condition, and pursuant to NRS 696B.210(14), on the grounds that the majority of its directors
consented to conservation/rehabilitation, to appoint the Commissioner as Temporary Receiver
pending further orders by the Court, to enter the business and immediately oversee the
operation and conservation/ rehabilitation of the business.

2. Pursuant to NRS 696B.270, pending further orders by the Court, to immediately
enjoin the CO-OP, the officers, directors, stockholders, members, subscribers, agents,
employees, and all other persons from transacting any further business on behalf of the CO-
OP unless otherwise directed by the Receiver, or from wasting or disposing of any assets or
property of the CO-OP.

3. Pursuant to NRS 696B.340, pending further orders by the Court, to immediately
enjoin any and all persons from the commencement or prosecution of any actions by or on
behalf of the CO-OP, or against the CO-OP. Further, all persons should be restrained from
obtaining any preferences, judgments, attachments, or other liens as to any property of the
CO-OP, or making any levy against the CO-OP or against their assets or any part thereof.

4. Pursuant to NRS 696B.270, pending further orders by the Court, to enjoin all
persons other than the Receiver, or as directed by the Receiver, from withdrawal of any funds
from the CO-OP’s accounts, or removal of other property from the CO-OP.

5. Authorizing the Commissioner as Temporary Receiver to impose such partial or
full lien or moratoria on any disbursements for such time and under such terms as she deems

necessary and appropriate for the protection of members and creditors, provided that such

o
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lien or moratoria shall apply in the same manner to all similarly situated persons and providing
that under no circumstances shall the Receiver or her representatives be liable to any person
for a good faith decision to impose, or refrain from imposing, such lien or moratorium.

6. Authorizing the Commissioner as Temporary Receiver to make such
arrangements for the replacement or continuation of health care coverage provided by the
CO-OP as she deems appropriate and in the interest of the CO-OP’s members and to enter
into such as agreements as she deems necessary for that purpose.

7. Authorizing the Commissioner as Temporary Receiver to appoint, without prior
notice to or prior approval by the Court, such Special Deputy Receiver and consultants as she
deems necessary for the conduct of the CO-OP’s receivership; such Special Deputy Receiver
thereby being vested with all the rights, duties, and authority of the Temporary Receiver
subject to the supervision of the Commissioner as Temporary Receiver and of the Court.

8. Authorizing the Commissioner as Temporary Receiver to issue such Directives
as she deems appropriate to memorialize and provide notice of the exercise of her authority
under the Court’'s Orders and applicable law.

The Commissioner requests that, following the hearing to show cause, the Court issue
orders to:

1. Pursuant to NRS 696B.210, appoint the Commissioner as Permanent Receiver
to enter the business and immediately oversee the operation and conservation/rehabilitation
of the business;

2. Pursuant to NRS 696B.255(1) and NRS 696B.290(6), authorize the
Commissioner as Receiver to employ special deputies, counsel, assistants, employees,
accountants, actuaries, investment counselors, asset managers, consultants, assistants, and
other personnel as she considers necessary, without prior notice to or prior approval by the
Court.

3. Pursuant to NRS 696B.255(1), authorize the Receiver to fix the compensation of
special deputies, counsels, clerks and assistants with the approval of the Court and thereafter,

without prior notice or prior approval of the Court, to pay compensation at such approved rate,
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in addition to any other administrative expenses of taking possession of, conserving,
collecting, or otherwise dealing with, the business and property of CO-OP: all actions to be
subsequently included in Receiver's quarterly reports and subject to the Court’s review, as
provided in NRS 696B.290(7).

4. Pursuant to NRS 696B.270, permanently enjoin the CO-OP, the officers,
directors, stockholders, members, subscribers, agents, employees, and all other persons from
transacting any further business on behalf of the CO-OP unless otherwise directed by the
Receiver, or from wasting or disposing of any assets or property of the CO-OP;

5. Pursuant to NRS 696B.340, permanently enjoin any and all persons from the
commencement or prosecution of any actions by or on behalf of the CO-OP, or against the
CO-OP. Further, all persons should be restrained from obtaining any preferences, judgments,
attachments, or other liens as to any property of the CO-OP, or making any levy against the
CO-OP or against their assets or any part thereof;

6. Pursuant to NRS 696B.270, permanently enjoin all persons other than the
Receiver, or as directed by the Receiver, from withdrawal of any funds from the CO-OP’s
accounts, or removal of other property from the CO-OP;

7. Pursuant to NRS 696B.290 and 696B.270, vest the Commissioner as Receiver
with the title to all of the CO-OP’s real and personal property of every kind whatsoever and
take possession of the assets wherever located, whether in the possession of the CO-OP or
its officers, directors, employees, consultants, attorneys, agents, managers, parents,
subsidiaries, affiliated corporations, or those acting in concert with any of these persons, and
any other persons, including, but not limited to, all property, offices maintained or utilized by
the CO-OP, books, papers, contracts, deposits, stocks, securities, rights of action, accounts,
documents, data records, papers, evidences of debt, bonds, debentures, mortgages, furniture,
fixtures, office supplies, safe deposit boxes, legal/litigation files, and all books and records of
insurers, and administer them under the general supervision of the Court;
111
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8. Make all relief granted in the interim order permanent, and

9. Authorize the Commissioner as Receiver to take any and all actions that she
deems advisable in connection with conservation/rehabilitation of the CO-0OP, and as provided
in Chapter 696B of the NRS and any other applicable Iaw.

DATED this 25" day of September, 2015.

ADAM PAUL LAXALT
Attorney General

By: /s/Joanna N. Grigoriev
JOANNA N. GRIGORIEV
Senior Deputy Attorney General
Attorney for the Division of Insurance

POINTS AND AUTHORITIES

I. Introduction

Pursuant to the provisions of Chapter 696B of the Nevada Revised Statutes ("NRS"),
the Commissioner seeks to commence a delinquency proceeding against the CO-OP on the
grounds that, without intervention of a Receiver for conservation/rehabilitation purposes, it is
in such an unsound condition as to render its further transaction of insurance presently or
prospectively hazardous to its policyholders, or creditors, or the public, as set forth in NRS
696B.210(2). See Ex. A and B (with supporting documents), Affidavit of Insurance Examiner,
Kathleen Lace; Affidavit of Lead Actuary, Annette James, respectively. On August 17, 2015,
the CO-OP's Board of Directors authorized and approved a voluntary suspension of the
company's certificate of authority and, therefore, the cessation of the selling or marketing of

any new business for 2016 as well as during the remainder of 2015. /d. On August 21, 2015,

|the Commissioner issued an Order of Voluntary Suspension. See Ex C. The CO-OP

subsequently provided a proposed wind-down plan to the Division for review.
/11
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il. Facts
NEVADA HEALTH CO-OP (“CO-OP”), Company ID No. 119733 and NAIC ID No.
16132, is incorporated as a nonprofit, non-stock cooperative corporation pursuant to NRS
81.410 - .540, inclusive, and operates as a health maintenance organization (“HMO")
chartered in Nevada, with a certificate of authority issued on January 2, 2013. It operates as

an HMO under the authority of NRS Chapter 695C.
The Patient Protection and Affordable Care Act (“ACA”) established health insurance

exchanges in order to provide individuals and small businesses another option through which
to shop for health insurance and possibly receive certain tax credits. To expand the number
of health insurance plans that could be made available on the exchanges, the ACA also
provided for the creation of the Consumer Operated and Oriented Plan program (“Program”).
This Program is overseen by the Centers for Medicare and Medicaid Services’ (‘CMS").

In order to assist in the creation of co-ops through the Program, CMS made two types
of loans to qualified applicants including the CO-OP: Startup Loans which were intended to
assist co-op applicants with approved costs for beginning operations; and Solvency Loans
that were intended to assist applicants with meeting the capital reserve requirement of the
State in which they intended to be domiciled. Subsequent to receipt of the Startup and
Solvency Loans from CMS, no additional Federal funds are forthcoming for the capitalization
of the CO-OP.

The CO-OP, which was created through the Program, is a private, nonprofit, member-
owned insurance company subject to State insurance laws and certain Federal statutes, rules,

regulations, and terms. For example, the CO-OP cannot offer equity interests to private

Investors. Additionally, because the CO-OP is organized as an HMO, there is no guaranty
fund association protection available to its policyholders. NRS 686C.100.

The CO-OP’s most recent financial statement filed as of June 30, 2015, pursuant to
NRS 680A.270, reported total admitted assets of $ 47,923,084, total liabilities of $ 40,788,422
and capital & surplus in the amount of $7,134,662. As of June 30, 2015, the CO-OP reported
a net loss of ($30,422,301).
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On August 21, 2015, the CO-OP was allowed a limited one-time permitted practice to
report the CMS Startup funds as surplus rather than as a liability in accordance with SSAP
No. 15 — Debt and Holding Company Obligations. This permitted practice was limited to the
CO-0OP’s second quarter reporting period which ended on June 30, 2015.

According to the analysis by Division of Insurance Examiner, Kathleen Lace, (Ex. A),
there has been significant, materially-adverse loss development, such that the CO-OP is now

unsound pursuant to NRS 696B.210(2):

e The CO-OP’s operating loss in the most previous 6-month period, is greater than
50 percent of the insurer's surplus which is in excess of the statutory minimum
surplus required for HMOs pursuant to Nevada Administrative Code (“NAC”)
695C.130.

e Upon expiration of the permitted practice, the CO-OP’s capital & surplus will
likely show that it is below the statutory minimum requirement pursuant to NAC
695C.130.

e The CO-OP does not have access to additional sources of capital to improve its
financial outlook.

Additional evidence supporting the conclusion that the CO-OP is in unsound condition
is provided and further explained in the Affidavit of Division of Insurance Lead Actuary,

Annette James (Ex. B), and is summarized as follows:

e The CO-OP’s claims unpaid reserve has increased significantly over the first six
months of 2015.

e Continued losses over the first six months of 2015 resulted in the immediate
recognition of a large premium deficiency reserve as of June 30, 2015.

e The collectability of the CO-OP’s accounts receivable from the Federal Risk

Corridor program in the amount of $16,200,240 as of June 30, 2015, is
uncertain.

An unsound/hazardous condition serves as grounds for receivership pursuant to
NRS 696B.210(2). Additionally, the consent of the board of directors also serves as grounds
for said receivership pursuant to NRS 696B.210(14) (Ex. D). The foregoing facts constitute
grounds to place the CO-OP in a receivership pursuant to NRS 696B.210 and 696B.290.
These facts also support an order of injunction as provided in NRS 696B.270(1).
111
[l
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lll. Analysis

A. Receivership

Chapter 696B of the NRS governs delinquency proceedings, inciuding by conservation,
rehabilitation, or liquidation, against all persons and entities defined in NRS 696B.020.
Nevada has adopted the Uniform Insurers Liguidation Act (“UILA”). See NRS 696B.280,
696B.030 - .180 and NRS 696B.290 - .340. The UILA serves the purpose to “make uniform
the laws of those states which enact it,” NRS 696B.280(3), and to provide for a uniform and
orderly method of making claims against an insolvent insurer and distributing an insolvent
insurer's assets. It prevents local creditors from seizing the assets of an insurer while
liquidation proceedings are administered, thus ensuring that all creditors of the insolvent
company, regardless of their geographical location, are treated equally. See Ace Grain Co. v.
Rhode Island Ins. Co., 107 F. Supp. 80 (S.D.N.Y. 1952), affd, 199 F. 2d. 758 (2d Cir. 1953).

In the State of Nevada, where this delinquent insurer is domiciled, the Commissioner is
the proper authority to be appointed as the Receiver for proceedings to administer the CO-
OP’s assets. See NRS 696B.290. Under the statutory scheme patterned after UILA, the
Recelver takes possession and control of the insurer's property and “steps into the shoes” of
the insurer and proceeds to administer the receivership. Am Jur. Receivers § 116. Her powers
are derived from the governing statutes, and not from the court. See State ex. Rel. Sizemore
v. United Physicians Ins. Risk Retention, 56 S.W. 3d 557, 563 (Tenn. Ct. App. 2001) (citations

omitted). The receiver is afforded great deference, as evidenced by the language of NRS

696B.290(7); “the court shall not withhold approval or disapprove any such action unless
found by the court after a hearing thereon in open court to be unlawful, arbitrary or capricious.”
Id.

Unsound condition is grounds for receivership. NRS 696B.210(2). Additionally, the
consent of the board of directors provides grounds under NRS 696B.210(14). The
Commissioner, as Receiver in the state of domicile, is vested with title to all of the company’s

property and has the sole right to receive the books, records, and assets of the delinquent

-8 .-
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company, wherever located, to satisfy the claims of policyholders and creditors in this state
and elsewhere, pursuant to NRS 696B.290. Claims against the insurer, including any claims
of Nevada residents, are reviewed pursuant to the provisions of NRS Chapter 696B. These
provisions apply broadly to ali corporations, firms, associations, societies, entities or
individuals doing insurance business in Nevada. The Commissioner as Receiver is
responsibie for the proper administration of assets.

The Petition filed in this case seeks an order appointing the Commissioner
as the Receiver as to the assets and special deposits of the CO-OP located within this state

and elsewhere. NRS 696B.250 sets forth the proper procedure as follows:

1. The Commissioner shall commence a delinquency proceeding
authorized under this chapter, the Attorney General representing
the Commissioner, by filing a petition in a court of proper
jurisdiction praying for appointment of the Commissioner as
receiver of the insurer.

2. Upon the filing of the petition the court shall issue an order
directing the insurer to appear in court on the day fixed in the order
and show cause why the petition should not be granted. Unless
good cause is shown for a shorter period, the order shall require
the insurer so to show cause not less than 15 days nor more than
30 days from the date of the order.

3. The order to show cause and service thereof on the insurer
shall constitute due and legal process and shall be in lieu of any
other process otherwise provided by law or court rule.

The District Court has original jurisdiction of delinquency proceedings under
NRS 696B.010 - .565 and “may make all necessary or proper orders to carry out the purposes
of those sections.” See NRS 696B.190(1). In this case, as indicated in Ex. A and B and the
supporting documents, the CO-OP is unsound as provided in NRS 696B.210(2). As such,
proceeding with this receivership is appropriate.

B. Injunctions

The Commissioner is under a duty to act for the protection of subscribers, members,
and policyholders and conserve the available assets. To this end, the Commissioner
may seek an injunction to stay the commencement or prosecution of actions and the procuring
of judgment against the insurer, restrain the consummation of business transactions, prohibit

interference with the delinquency proceedings, or prevent waste of the assets. See NRS

-9.
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696B.270 and NRS 696B.340. “The UILA authorizes the court in which a delinquency
proceeding was instituted to enjoin all claims against the insurer....” Integrity Ins. Co. v.
Martin, 105 Nev. 16, 18, 769 P.2d 69, 70 (1989). This Court may issue such injunctions in this
matter without notice upon the commencement of these delinquency proceedings as provided

in NRS 696B.270:

1. Upon application by the Commissioner for such an order to
show cause, or at any time thereafter, the court may without
notice issue an injunction restraining the insurer, its officers,
directors, stockholders, members, subscribers, agents and all other
persons from the transaction of its business or the waste or
disposition of its property until the further order of the court. . . .

2. The court may at any time during a proceeding under NRS
696B.010 to 696B.565, inclusive, issue such other injunctions or
orders as may be deemed necessary to prevent interference with
the Commissioner or the proceeding, or waste of the assets of the
insurer, or the commencement or prosecution of any actions, or the
obtaining of preferences, judgments, attachments or other liens, or
the making of any levy against the insurer or against its assets or
any part thereof.

3. No bond may be required of the Commissioner as a
prerequisite for the issuance of any injunction or restraining order
pursuant to this section. (Emphasis added).

The Commissioner seeks to preserve the status quo and to enforce the purposes of
NRS 696B.270, and to protect policyholders of the CO-OP from the wasting of assets, as well
as potential collection actions pending payment of claims. The CO-OP is in unsound
condition and has been subject to such methods and practices in the conduct of its business
as to render its further transaction of insurance, without formal conservation/rehabilitation
receivership efforts by the Commissioner, presently or prospectively hazardous to the
policyholders, creditors and the public. As evident from Exhibits A and B attached hereto, an
order of an immediate injunction pending further orders of the Court is essential o preserve
the assets, the status quo, to enforce the purposes of NRS 696B.270, and to protect insureds
and creditors of the CO-OP from collection actions pending payment of claims.

IV. Conclusion

Based on the foregoing, the Commissioner respectfully requests that the Court issue
an Order to Show Cause directing the CO-OP to appear and show cause why the Petition

to Appoint Commissioner as Receiver and Associated Relief should not be granted. The

- 10 -




Office of the Attorney General
555 East Washington Avenue, Suite 3900

[Las Vegas, Nevada 89101

o e 1 O

10
11
12
13
14
15
16

17

Commissioner further requests that the Court issue interim orders of injunction as set forth
herein, pending the show cause hearing and further orders of the Court as set forth herein.
The statutory immunity of NRS 696B.565 extends to deputy receivers as officers or agents of
the Receiver.

The Commissioner respectfully requests further that the Court grant the Petition for
Appointment of Commissioner as Receiver, along with the associated permanent relief and
Injunctions.

DATED this 25" day of September, 2015.

ADAM PAUL LAXALT
Attorney General

By.: /s/ Joanna N. Grigoriev
JOANNA N. GRIGORIEV
Senior Deputy Attorney General
Attorney for the Division of Insurance

-11 -
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STATE OF NEVADA
DEPARTEMENT OF BUSINESS AND INDUSTRY
DIVISION OF INSURANCE

s@ @% 570(1)

STATE OF NEVADA )
COUNTY OF CARSON CITY )) w

|, Kathleen Lace, being duly sworn, on oath, depose and say that:

1. I am an I[nsurance Examiner | in the Corporate and Financial Affairs
Section for the State of Nevada, Department of Business and Industry, Division of
Insurance ("Division”).

2. | have a Bachelor of Science in Health Ecology, a four-year
undergraduate degree from the University of Nevada, Reno, secured in 1999, | have a
Masters Degree in Business Administration (‘MBA”") with a concentration in Accounting
and Finance obtained from the University of Nevada, Reno in 2005. | received the
Associate Professional in Insurance Regulation ("APIR") designation awarded by the
National Association of Insurance Commissioners in 2014,

3, From December 2014 to August 2015, 1 was the financial analyst
assigned at the Division to review the financial information and related documents filed

with the Division by the Nevada Health CO-OP ("CO-OP” or "Company’). | am
providing this Affidavit in my capacity and responsibility as the assigned analyst during
that period.

4, Attachment 1 is the Certificate of Authority granted to the CO-OP as a
Health Maintenance Organization (“HMOQO") on January 2, 2013, and as amended on
July 3, 2013. As an HMO, the CO-OP is subject to Nevada law in Chapter 695C and,
pursuant to Nevada Revised Statute (“NRS”) 686C.100, the CO-OP is not eligible to
participate in the Nevada Life and Health Insurance Guaranty Association. The CO-OP

s incorporated as a Nevada nonprofit cooperative corporation without stock, pursuant

wl-
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to NRS 81.410 - 540, inclusive,

5 Fursuant to NRS 885C .210(1), the CO-0OP was required to file a full and
true statement of its financial condition, transactions and affairs; and an accurate
statement of its financial condition, in accordance with the NAIC Annual Statement
Instructions  and NAIC Accounting Practices and Procedures Manual. NRS
695C.210(1). Attachment 2 includes pages 1-5 of the CO-OP's 2014 Health Annual
Statement (financial) submitted on March 3, 2015.

6. Nevada Administrative Code ("NAC") 685C.130 requires that health
companies, such as the CO-OP, maintain a minimum capital and surplus balance of
$1,500,000.

7. Pages 1-5 of the CO-OF’s most recent Quarterly Statement (financial), as
of June 30 2015, are attached as Attachment 3.

8. The CO-OP’'s June 30, 2015 financial statement reflects total admitted
assets of $47.0923.084 and total liabilities of $40,788,422, resulting in capital and
surplus of $7,134,662.

g, The CO-OP reported a net loss as of June, 30, 2015, of (§30,422,301).
For the 2014 calendar year, the CO-QOP reported a net loss of ($15,295,456).

10.  On June 30, 2015, the policyholders’ surplus of $7,134,662 was
comprised of $48,820,348 of surplus notes, $151,601 of aggregate write-ins for special
surplus funds, and $17,080,047 of aggregate write-ins for other than special surplus
funds, less ($58,917,335) in unassigned funds from operating losses since the CO-
OP’s inception.

11, On August 21, 2015, the Division approved a temporary, limited one-time
permitted practice to allow the CMS Startup loan, in the amount of $17,080,047, to be
reported as surplus rather than a liability in accordance with SSAP No. 15 — Debt and
Holding Company Obligations. The time period during which the permitted practice
was allowed was limited to the June 30, 2015 Quarterly Statement. A copy of the
permitted practice is attached as Attachment 4.

R
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12.  Due to the significant losses experienced since its inception, along with
the lack of new sources of capital, the CO-OP is unsound pursuant to NRS
6968.210(2).

13. | declare under penalty of perjury that the foregoing is true and correct

based on my personal knowledge.

}/X fe’i ﬂéf}“&m‘ﬁwwﬂmm
Y

Kathieen Lace
Insurance Examiner |

SUBSCRIBED and SWORN to
before me this 3%~ day of September, 2015.

e A I B A A I IS

FELECIA CASCI
NOTARY PUBLIC
™ T Aot Exa Eﬁsﬁzeis
) ‘ My Appt Exp. Nov
S wf“ff, Qk{;ﬁ fﬂln ﬁa
NOTARY F:’U BLIC







Certificate
of
Authority

STATE OF NEVADA
DEPARTMENT OF BUSINESS & INDUSTRY
DIVISION OF INSURANCE
Carson City, Nevada

Nevada ID #: 119733
THE NEVADA HEALTH CO-OP
Incorporated in the State of NEVADA
Home office at LAS VEGAS, NEVADA

having duly gualified, is bereby licensed to transact:

** HEALTH MAINTENANCE ORGANIZATION (NRS 695C) **
(Service Area by Counties and zip codes): Clark — All zip codes
insurance business within the State of Nevada until terminated at the request of the insurer or suspended or

revoked by the Commissioner of Insurance.

Ouginal Ceruficate Dated at Carson City,

Nevada this .~ day of January, 2013
-
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. LT ” 4 y o
{ ;mxﬁ@;éf RSUTANGC




Amended

Certificate
of

Authority

STATE OF NEVADA
DEPARTMENT OF BUSINESS & INDUSTRY
DIVISION OF INSURANCE
Carson City, Nevada

Nevada ID: 119733
THE NEVADA HEALTH CO-OP
Incorporated in the State of  NEVADA
Home office at LAS VEGAS, NEVADA

having duly qualified. is bereby licensed to transact:

** HEALTH MAINTENANCE ORGANIZATION (NRS 695C) **

(Service Area: All zip codes in Nevada)

insurance business within the State of Nevada until terminated at the request of the insurer or suspended or

revaked In the Commisssiovner of Lnsnraice.

Original Certificate Dated at Carson City, Nevada

this 274 day of January, 2013

Amended this 3% day of July, 2013

idffer of Insurance
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BHRIAN BANDOVAL gT &'gg @F WNEVAD A BRUCE H, BRESLIOW

Crorernor Firecior

AMY L. PARKS

Aceing Conunlsioner

DEPARTMENT OF BUSINESS AND INDUSTRY
DIVISION OF INSURANCE
1818 East College Plwy., Suite 103
Carson City, Nevada 89706
{775 6RTL700 s Fax (775) 6870787
Webssine dolnv.gov
Eanail: insinfo@dolovgov

August 21, 2015

Pamela Egan SENT VIA E-MAIL:

Chief Executive Officer pegan(@nevadahiealtheoop.org
Nevada Health CO-OP CERTIFIED MAIL NO.

3900 Meadows Lane 7012 2920 0001 8639 366!

Las Vegas, NV 89107
Re:  Request for Reconsideration of Permitted Practice
Dear Ms, Egan:

Please accept this letter in response to your request for reconsideration of permitted
practice dated August 20, 2015. On August 10, 2015, on behalf of the Nevada Health CO-OP
(“NHC™), you requested that NHC be granted a permitted practice by the State of Nevada,
Department of Business and Industry, Division of Insurance (“Division™), to remove from your
2015 second quarter financial statement, the liability of 2 $17,080,047 debt {"“Debt”) for the start-
up loan from the Centers for Medicare & Medicaid Services (“CMS")., The Debt is currently
being treated as a long term liability in accordance with SSAP No. 15 ~ Debt and Holding
Company Obligations. On August 14, 2013, this request was denied.

On Monday, August 17, 2015, you provided information to the Division that NHC,
through a Board resolution on August 15, 2015, resolved to cease certain operations in Nevada
for the 2015 plan year, withdraw its proposed 2016 health benefit plans and not seek
certification, voluntarily suspend NHC’s Certificate of Authority, and immediately cease and
desist from selling health benefit plans in 2015. Moreover, you requested assistance from the
Division in effecting a voluntary and orderly run-off for NHC’s 2015 operations, recognizing
that the paramount concern is for policyholders, providers, and consurners. Also on August, 17,
2015, you requested, and the Division granted, an extension until the end of husiness on August
71 2015, for NHC to submit its 2015 second quarter financial staternent.

Page [ of 2



Iri order to accomplish a voluntary and orderly run-off of NHC's 2015 operations, you
have now requested that the Acting Commissioner reconsider granting a permitted practice
deviating from SSAP No. 15, and allow NHC to not report the Debt as a liability in its 2015
second quarter financial statemment. This is now requested based on the Board’s resolution to
submit to a voluntary surrender of its Certificate of Authority, cease certain operations in
Nevada, commence a voluntary and orderly run-off for its 2015 operations, and a commitment {o
its policyholders, providers and consumers.

The request for a permitted practice to allow NHC to not report the Debt as a lability on
its 2015 second quarter financial statement is granted contingent on the following terms and
conditions:

= NHC not write or solicit any new business in the state of Nevada for the 2015
plan year, withdraw its proposed 2016 health benefit plans and not seck
certification of those health benefit plans, voluntarily suspend NHC's Centificate
of Authority, and immediately cease and desist from selling health benefit plans
in 2015; and

e NHC submit to the Division for review an approvable run-off plan by Friday,
August 28, 2015, and

s NHC understands and agrees that the run-off will include supervision by the
Division and cooperation with the Division and CMS in achieving an orderly run-
off in the best interesis of consumers.

Failure to meet any or all of the conditions as outlined above for this conditional
permitted practice may result in the immediate reversion of the permitted practice such that the
Debt will be treated as a long term liability post hoc for the NHC's 2015 quarterly financial
staternent in accordance with long term lability in accordance with SSAP No. 15 - Debt and
Holding Company Obligations.

Thank you for your cooperation and comnmitment 0 the policyholders, providers, and
consumers in Nevada. If any further request or extension is needed beyond the second quarter
filing, a separate request to renew the permitted practice must be made in writing. Please do not
hesitate to contact me if you have any questions or need additional information.

Sincerely,

g 1 p

MY 1. PARKS
Acting Commissioner

o Omar Akel, Chief Insurance Examiner
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STATE OF NEVADA
DEPARTEMENT OF BUSINESS AND INDUSTRY
DIVISION OF INSURANCE

APPOINTM ﬁﬁ?
RELIEF; R%iéiﬁ%%? FOR TEMPORARY INJUNCTION PURSUANT TO
NRS 6968.270(1)

STATE OF NEVADA )
COUNTY OF CARSON CITY )) o

| Annette James, being duly sworn, on oath, depose and say that.

1. | am a Lead Actuary for the State of Nevada, Department of Business
and Industry, Division of Insurance (“Division”).

2. | have a Bachelor of Science in Actuarial Science, a four-year
undergraduate degree from Drake University, Des Moines, lowa. | am a Fellow of the
Society of Actuaries, a member of the American Academy of Actuaries, and a Fellow of
the Conference of Consulting Actuaries

| am an active volunteer in the actuarial and regulatory community. | am a
member of the Health Commitiee of the Actuarial Standards Board' ("ASB"), a member
of the Health Practice International Committee and the Financial Reporting and
Solvency Committee of the American Academy of Actuaries. | also serve on the AVIMV
Work Group and the Risk Sharing Subcommitiee of the Individual and Small Group
Committee of the Health Practice Council of the American Academy of Actuaries
Additionally, | am a member of the Committee for Collaboration between the Financial
Reporting and Health Sections of the Society of Actuaries

3. As the Lead Actuary for Life and Health insurance matters at the Division
| am responsible for reviewing the actuarial reserves and actuarial assets included in

the financial statements and related documents filed with the Division by the Nevada

Health CO-OP (“CO-OP" or “Company”). | am providing this Affidavit in my capacity as

" The ASB sets professional standards for the actuarial profession in the United States.
-1
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[

the Lead Actuary for Life and Health insurance matters.

4. During my review of the CO-OF’s financial statements as of December 31,
2014, and as of March 31, 2015, | noted the significant and continuing underwriting
losses experienced by the CO-OP which indicates that the premiums charged were
insufficient. As a result, | requested that the CO-OP establish a premium deficiency
reserve (‘PDR™? as of June 30, 2015, in accordance with Statement of Statutory
Accounting Principles (‘SSAP") No. 54 and the applicable actuarial standards of
practice ("ASOP"). The CO-OP's actuaries calculated the PDR to be $15,800,000 as of
June 30, 2015, and this amount was recorded on the June 30, 2015 quarterly financial
statements. | reviewed the calculation of the PDR and found it to be reasonable and in
accordance with the appropriate ASOPs. The PDR accounted for $15,900,000 of the
$30 422,301 loss reported as of June 30, 2015.

5 1 also reviewed the claims unpaid liability of $15,027,286 and found itto be a
reasonable estimate of the claims that were incurred and not yet paid as of June 30,
2015,

8 As of June 30, 2015, the CO-OP reported a receivable of $16,200,240 as the
amount expected to be received from the Centers for Medicare and Medicaid Services
(“CMS") under the Federal Risk Corridor program. The calculations of the amounts
due to be paid to the CO-OP appear to be reasonable. However, since only the
amounts collected under this three-year program may be distributed, and CMS has not
yet released its initial report of the program’s collections and distributions, there is
significant uncertainty about the timing and magnitude of the actual payments.
Pursuant to SSAP 107, the entire amount is currently being recognized as a receivable
since the Risk Corridor amounts will be considered as admitted assets regardiess of

when it is collected and information relating to the ultimate collectability of amounts due

“A premium deficiency reserve is required to be held if it is expected that claims and
expenses will exceed premiums charged during the contract period.

.
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under this program is not yet available. The collectability of the amounts receivable
under the Risk Corridor program is not an actuarial assumption and is, therefore,
beyond the scope of my review.

7. On September 23, 2015, the CO-OP provided the Division with draft
financials as of August 31, 2015. However, the actuarial items are currently under
review for accuracy and reasonableness.

8 Due to the size of the liabilities in relation to assets, the inadequacy of
premiums to support incurred claims and expenses, and the uncertainty surrounding
the collectability of large receivables, the CO-OP is unsound pursuant to NRS
6968.210(2).

9. | declare under penalty of perjury that the foregoing is true and correct based

on my personal knowledge.

¢ Wm':w,mﬂ
/yéjyg@ ) Jperida
Anfietie James, FSA, MAAA, FCA,
Lead Actuary

SUBSCRIBED and SWORN to
before me this A%y day of September, 2015.

A A o A 0 0 P P

FELECIA CASCY

t\ . NOTARY PUBLIC
@344 STATE OF NEVADA

BRI | 8 No.03.6728.0 My AppL Exp. Nov. 17, 2016
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STATE OF NEVADA
DEPARTMENT OF BUSINESS & INDUSTRY
DIVISION OF INSURANCE

Carson City, Nevada

_'ff‘"ffzfa{fa: L{) 1‘%? )‘? ‘i g?33

THE NEVADA HEALTH CO-OP
Incorporated in the State of NEVADA
Flome office at LAS VEGAS, NEVADA

having didy quaiified, is hereby leensed to transact:
“* HEALTH MAINTENANCE ORGANIZATION (MRS 695C) ™
{Service Area by Counties and zip codes}): Clark ~ All zip codes

insurance business within the State of Nevada until terminated at the reguest of the insurer or suspended or

revoked by the Commitssioner of Insurance,

Original Cerdficate Dared at Carson Gy,
g 2L
Nevada sthis o0 77 day of January, 2013
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STATE OF NEVADA
DEPARTMENT OF BUSIWNESS & INDUSTRY

DIVISION OF INSURANCE
Carson City, Nevada

Nevada ID: 119733
THE NEVADA HEALTH CO-OP

Incorporated in the State of  NEVADA
Howe office at LAS VEGAS, NEVADA

haviig duly gialified, is hersby ficensed fo fransact:

» HEALTH MAINTENANCE ORCANIZATION (NRS 698C) ™

(Service Area: All zip codes In Nevada)

insrance business within the State of Nevada until terminated at the request of the insurer or suspended or

revoked by the Commissioner of Insurance,

Original Certificate Dated at Carson City, Nevada

this 274 day of January, 2013

Amended this 3™ day of July, 2013
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have this day served the ORDER OF VOLUNTARY

. E 54
hereby cerfify that

SUSPENSION OF CERTIFICATE OF AUTHORITY, CAUSE NO. 15.0268, via e-mall,

*aY

By g F R Tk B z K W £ s 2P, % Fo “"‘* # :‘t *j 7 N E o & oy o
and correct copy thereol, properly addressed wilh posiage prepaid,

&

. " : f'g?ﬁ s £ Froger %
and by mailing & true

i
St

2 ;s;w . ¥ il 4 »: ! s g g o oy 3 Py e : *
certified mall, return receipt requested, to the following:

Pamela Bgan

Chief Executive Officer

Wevada Health CO-0OP

3900 Meadows Lane

Las Vegas, NV 85107

CERTIFIE] vf%? WO, 7012 2920 0001 8639 30661
E-MAIL: pegan@nevadahealthcoop.org

Sy 4 T AR S S T 4 5
DATED this 217 day of Aupgust, 2015,
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Division of Insurance
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EXHIBITD
TO

PETITION FOR APPOINTMENT OF COMMISSIONER AS
RECEIVER AND OTHER PERMANENT RELIEF; REQUEST
FOR TEMPORARY INJUNCTION PURSUANT TO NRS
696B.270(1)



RESOLUTION OF THE BOARD OF DIRECTORS OF
NEVADA HEALTH CO-OP

The Board of Directors (the “Board™) of Nevada Health CO-OP, a Nevada non-profit
cooperative corporation (“CO-OP”), pursuant to Article IV.I of the CO-OP Bylaws, do hereby
adopt the following resolution:

WHEREAS, pursuant to Nevada Revised Statutes Section 78.315 and Section 82.206, as well as
Article IV.H. of the CO-OP’s Bylaws, the Board may by resolution, passed by a majority of the
Board, take action to approve and cooperate with the Nevada Department of Insurance (the
“Division”) 1in its filing for a Conservation/Rehabilitation Receivership (the “Receivership”) to
preserve assets during the wind-down of the CO-OP;

WHEREAS, the Board believes it is in the best interest of the CO-OP’s members to cooperate
with the Division in the filing for Receivership azzd preservation of assets during the wind-down
of the CO-OP;

NOW, THEREFORE, BE IT RESOLVED, that the Board hereby authorizes and approves
cooperation with the Division in the filing for Receivership and other actions as may be
necessary and appropriate to preserve assets during the wind-down of the CO-OP;

BE IT FURT HE';__:;f}'ﬁRESOLVED that all acts and things done by any officer of the CO-OP as any
of them deemed necessary or appropriate in connection with the foregoing resolutions hereby
are, in all respects ratified, confirmed, approved and adopted as acts by and on behalf of the CO-

OP.

Unanimously adopted by the Board of Directors as of this 25th day of September, 2015:

BOARD OF DIRECTORS

/% e Emmpe -

JEFF ELLIS

ITS: CHAIRMAN



