
IN THE COMMONWEALTH COURT OF PENNSYLVANIA 

In re: Senior Health Insurance Company 
of Pennsylvania in Rehabilitation  

 :

:

:

No. 1 SHP 2020 

REHABILITATOR’S APPLICATION AND PETITION FOR ISSUANCE 
OF RULE TO SHOW CAUSE ON INTERVENORS, THE 

SUPERINTENDENT OF THE MAINE BUREAU OF INSURANCE AND 
THE COMMISSIONER OF INSURANCE OF WASHINGTON 

Michael Humphreys, Acting Insurance Commissioner of the Commonwealth 

of Pennsylvania, in his capacity as the Statutory Rehabilitator (“Rehabilitator”) of 

Senior Health Insurance Company of Pennsylvania (“SHIP” or the “Company”), 

respectfully submits this Rehabilitator’s Application and Petition for Issuance of 

Rule to Show Cause on Intervenors, the Superintendent of the Maine Bureau of 

Insurance and the Insurance Commissioner of Washington (“Respondents”).  In 

support thereof, the Rehabilitator avers as follows: 

Background 

1. On January 22, 2020, Jessica K. Altman, Insurance Commissioner of 

the Commonwealth of Pennsylvania (“Commissioner”) filed an Application asking 

this Court to place SHIP in rehabilitation due to its dire financial condition.   

2. On January 29, 2020, the Court granted the application and appointed 

the Commissioner as the Statutory Rehabilitator (“Rehabilitator”) of SHIP.  Michael 
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Humphreys is the successor as Acting Insurance Commissioner and, thus, is now the 

Rehabilitator of SHIP. 

3. Also in January 2020, the Commissioner appointed Patrick H. Cantilo 

as Special Deputy Rehabilitator (“SDR”), authorizing Mr. Cantilo to exercise the 

authority of the Rehabilitator as he deems necessary in his judgment to conduct the 

rehabilitation of SHIP.  

4. On April 22, 2020, the Rehabilitator filed the first proposed Plan of 

Rehabilitation for SHIP pursuant to the Court’s Rehabilitation Order. 

5. On July 31, 2020, Intervenor Eric Cioppa, as Superintendent of the 

Maine Bureau of Insurance (“Maine Superintendent”), and Gary D. Anderson, as 

Commissioner of Insurance of the Massachusetts Division of Insurance 

(“Massachusetts Commissioner”), filed an application to intervene in the 

rehabilitation proceedings. 

6. This Court granted the Maine Superintendent and Massachusetts 

Commissioner’s intervention application on September 15, 2020, and subsequently 

granted a joinder application filed by Myron B. Kreidler, Insurance Commissioner 

of the State of Washington (“Washington Commissioner”).   

7. As a result, Respondents, the Maine Superintendent and the 

Washington Commissioner, were admitted to the proceedings as intervenors along 

with the Massachusetts Commissioner (the “Intervening Regulators”). 
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8. The Intervening Regulators objected to the proposed Plan and litigated 

their objections through letters, court conferences, applications, discovery requests, 

briefing, and a hearing on the merits conducted by this Court in May 2021. 

The Approval Order Authorized Immediate Implementation 

9. On August 24, 2021, this Court entered a Memorandum Opinion and 

Order (“Approval Order”) approving the Second Amended Plan of Rehabilitation 

for SHIP, later amended and resubmitted as the Approved Plan. 

10. The Approval Order was docketed on August 25, 2021, and amended 

on November 4, 2021.   None of the amendments materially changed the language 

or results cited and described herein. 

11. The Approval Order endorsed and adopted the findings and conclusions 

of the Rehabilitator, including as to the immediate implementation of the Approved 

Plan.  (See generally Approval Order.) 

12. The Approval Order recognized that Phase One of the Approved Plan 

would be “implemented…immediately upon Court approval.”  (Approval Order at 

6.)  The Court similarly explained that the Approved Plan was to be “implemented 

quickly.”  (Id. at 47.) 

13. Echoing the concerns of policyholders seeking to avoid an 

unnecessarily lengthy receivership, the Court explained that it wished to “address 

SHIP’s financial condition swiftly, as does the Rehabilitator.”  (Id. at 77.) 
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14. On September 21, 2021, the Intervening Regulators filed a Notice of 

Appeal to the Supreme Court of Pennsylvania, where the matter is now pending. 

15. On October 1, 2021, the Intervening Regulators filed an application 

asking this Court to stay implementation of the Approved Plan (“Stay Application”).    

16. The Stay Application was denied on November 4, 2021 (“Stay Denial 

Order”).   

17. In so ruling, this Court explained that “delay itself is damaging to the 

rehabilitation of SHIP and, thus, to policyholders.”  (Stay Denial Order at 9.)   Any 

such harm to policyholders would be “irreparable.”  (Id. at 10.)   

18. Delay pending appeal would have the effect of depleting estate assets 

and “making the rehabilitation process more difficult.”  (Id. at 10.) 

19. The Intervening Regulators then filed a similar application for stay 

pending appeal in the Supreme Court of Pennsylvania.  That application was denied 

on January 31, 2022. 

20. Thus, implementation of the Approved Plan continues pursuant to the 

Approval Order. 
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Respondents’ Attempted Collateral Attacks are Impermissible Challenges to 
this Court’s Authority and in Violation of this Court’s Orders 

The Maine Superintendent 

21. On February 8, 2022, the Maine Superintendent issued a Cease and 

Desist Order against SHIP allegedly under authority granted to him as the Maine 

Superintendent of Insurance.  (A copy of the Maine Cease and Desist Order is 

attached hereto as Exhibit A.)  Following that Cease and Desist Order, the Maine 

Superintendent and his agents, designees, and representatives have continued with 

administrative proceedings and acts in Maine (the “Maine Administrative Action”) 

despite lacking the necessary jurisdiction over SHIP, the Rehabilitator, or the Special 

Deputy Rehabilitator. 

22. The Maine Administrative Action is a collateral attack on these 

proceedings and a challenge to this Court’s jurisdiction because the Maine 

Administrative Action purports to bar or prevent the Rehabilitator, Special Deputy 

Rehabilitator, and SHIP from implementing the Approved Plan as to “SHIP’s Maine 

Policyholders” (id.), despite this Court’s orders rejecting the Maine Superintendent’s 

arguments opposing the Approved Plan and seeking to stay implementation of the 

Approved Plan, as well as the Supreme Court’s denial of the Maine Superintendent’s 

subsequent stay request. 
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23. In fact, the Maine Administrative Action has led to a written “Decision 

and Order” supporting the Maine Superintendent’s assertion of authority (and that 

of the Maine Bureau of Insurance) over SHIP’s activities in rehabilitation and the 

implementation of the Approved Plan.  (A copy of the Maine Decision and Order is 

attached hereto as Exhibit B.)  The Maine Decision and Order re-examines many of 

the issues before this Court in the rehabilitation proceedings, and then purports to 

issue an order based on an analysis rejecting this Court’s findings and conclusions, 

all with the intended—and wrongful—goal of trying to make this Court’s order have 

no effect in Maine. 

24. As a result, the Maine Administrative Action violates the orders of this 

Court with respect to SHIP and implementation of the Approved Plan, and 

Respondent, the Maine Superintendent, must terminate and cease pursuing or 

enforcing the Maine Administrative Action immediately, and must appear in this 

Court to show cause why the Maine Administrative Action is not in violation of this 

Court’s orders and authority. 

The Washington Commissioner

25. On March 1, 2022, the Washington Commissioner issued a Cease and 

Desist Order against SHIP allegedly under authority granted to him as the 

Washington Commissioner of Insurance.  (A copy of the Washington Cease and 

Desist Order is attached hereto as Exhibit C.)  Following that Cease and Desist 
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Order, the Washington Commissioner and his agents, designees, and representatives 

have continued with administrative proceedings and acts in Washington (the 

“Washington Administrative Action”) despite lacking the necessary jurisdiction 

over SHIP, the Rehabilitator, or the Special Deputy Rehabilitator 

26. The Washington Administrative Action is a collateral attack on these 

proceedings and a challenge to this Court’s jurisdiction because the Washington 

Administrative Action purports to bar or prevent SHIP from implementing the 

Approved Plan as to SHIP’s Washington policyholders, despite this Court’s orders 

rejecting the Washington Commissioner’s arguments opposing the Approved Plan 

and seeking to stay implementation of the Approved Plan, as well as the Supreme 

Court’s denial of the Washington Commissioner’s subsequent stay request. 

27. As a result, the Washington Administrative Action violates the orders 

of this Court with respect to SHIP and implementation of the Approved Plan, and 

Respondent, the Washington Commissioner, must terminate and cease pursuing or 

enforcing the Washington Administrative Action immediately, and must appear in 

this Court to show cause why the Washington Administrative Action is not in 

violation of this Court’s orders and authority. 

28. Included within the Washington Administrative Action is the mailing 

of a deceptive and misleading letter to SHIP’s policyholders in Washington (the 

“Washington Plan Letter”) which, on its face, appears to be designed to impair 
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implementation and generate belated opposition to the Approved Plan where no such 

opposition exists.  (A copy of the Washington Plan Letter is attached hereto as 

Exhibit D.) 

29. The Washington Plan Letter is dated March 1, 2022; it is signed by the 

Washington Commissioner and is written in the first person to each SHIP 

policyholder in Washington.  (See Ex. D (“I’m reaching out to you to discuss 

[SHIP]….”).)  It expressly encourages policyholders to contact the Washington 

Commissioner “to file a complaint with my office” and disclaims any ability to 

“offer specific legal or financial advice” despite doing so throughout the letter.  (Id.)  

30. The Washington Plan Letter informs the reader that it will provide 

“complete and accurate information about this important decision,” but it contains 

misleading and confusing statements damaging to SHIP, its prospects for 

rehabilitation, and to policyholders.  (Id.)  Those statements include, among others: 

(a) The suggestion that the only goal of rehabilitation is to return the company 
to solvency; 

(b) the unexplained assertion that policyholders are likely to have their 
benefits capped at guaranty association limits regardless of the option 
elected in the Coverage Election Package, and wrongfully omitting that 
premium rate increases will be unavoidable in liquidation; 

(c) an assertion that the information in the election packages is “inaccurate” 
and “misleading”; and 
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(d)an assertion that the Rehabilitator “knows that SHIP will likely be moved 
into liquidation regardless of the reductions policyholders are being asked 
to make now.” 

(Id.) 

31. The Washington Commissioner never submitted this letter to the 

Rehabilitator or the Court prior to its mailing, despite that the combined effect—and 

apparently the purpose—of the Washington Plan Letter is to create confusion and 

discourage policyholders from relying on the information in the packages when 

making their elections. 

32. The Washington Commissioner’s efforts to sow confusion and disrupt 

the election process should not be permitted, particularly when it can only cause 

harm to policyholders who may now act on incorrect or misleading statements as to 

the options under and impact of the Approved Plan, as well as the likelihood or 

nature of any future liquidation. 

The Maine Superintendent and the Washington Commissioner are Actively 
Pursuing Improper Attacks on this Court’s Authority   

33. The Maine Superintendent and Washington Commissioner, as 

Intervenors, cannot raise a challenge to this Court’s authority in other courts or 

proceedings, in part, because they voluntarily submitted themselves to the 
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jurisdiction of this Court when they chose to intervene in this action.1 See Henderson 

v. Delaware River Joint Toll Bridge Comm’n, 362 Pa. 475, 491, 66 A.2d 843, 851 

(1949) (intervenors cannot “question [the] court’s jurisdiction of a proceeding to 

which they voluntarily submitted themselves”); see Moffit v. Moffit, 356 Pa. Super. 

142, 147, 514 A.2d 184, 187 (1986) (citing same in overruling objection to 

jurisdiction). 

34. An intervening party takes the action as it is found and cannot challenge 

the propriety of the original action.  E.g., Appeal of Municipality of Penn Hills, 519 

Pa. 164, 169, 546 A.2d 50, 52 (1988); Citizens Coal Council v. Dep’t of Envtl. 

Protection, 110 A.3d 1051, 1060 (Pa. Commw. Ct. 2014). 

35. There is “no logical reason” why a party “seeking, on its own initiative, 

to [intervene], should not be treated on the same status as other parties,” and thus an 

1 In so stating, the Rehabilitator does not admit that this Court did not have 
jurisdiction over the Maine Superintendent or the Washington Commissioner 
without their intervention, or even that jurisdiction over the Maine Superintendent 
or the Washington Commissioner was required for approval of the Approved Plan, 
but there can be no dispute on the question of jurisdiction when the Maine 
Superintendent and the Washington Commissioner voluntarily entered these 
proceedings to ask this Court to resolve their alleged rights and claims. 
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intervenor has no right to challenge the jurisdiction of the court.  Pa. Fish Comm’n 

v. Pleasant Twp., 36 Pa. Cmwlth. 216, 220, 388 A.2d 756, 759 (1978).2

36. During the hearing on the Approved Plan, the Intervening Regulators—

thus including the Maine Superintendent and the Washington Commissioner—

appeared to recognize as much.  Counsel for the Intervening Regulators stated that 

“[t]his is the Court that will decide what the plan is.  So this is the place we have 

come.”  (Tr. 542:4-6.)   

37. Respondents, two of the three Intervening Regulators, presented the 

very issues addressed by the Maine Administrative Action and the Washington 

Administrative Action for decision by this Court and the Supreme Court of 

Pennsylvania.    

38. The Intervening Regulators appeared in this action to present their 

(misguided) argument that the Approved Plan invaded their alleged rate-making 

authority over entities in rehabilitation.  (See generally Post-Hearing Brief.) 

39. Moreover, despite claiming not to appear in any parens patriae 

capacity, the Intervening Regulators declared that the Approved Plan “is a bad deal 

2 An intervenor can challenge the subject matter jurisdiction of the Court in the 
course of those proceedings, but the Maine Superintendent and the Washington 
Commissioner did not do so here.  See Pa. Fish Comm’n, 36 Pa. Cmwlth. at 220, 
388 A.2d at 759 (1978). 
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for policyholders and . . . hurts policyholders all over the United States.”  (Tr. 

544:15-17.)  The Intervening Regulators contended that liquidation presented a 

better outcome for policyholders. 

40. Indeed, it was the purported “adverse effect on policyholders” that 

“principally [drove]” the Intervening Regulators to appear—including the 

policyholders of Maine and Washington to whom the administrative actions purport 

to apply as part of Respondents’ attempts to impair implementation and usurp this 

Court’s authority over SHIP and the Approved Plan.  (Id. at 544:19-22.) 

41. Later, counsel for the Intervening Regulators acknowledged appearing 

with his clients’ knowledge of the “precedential effect” that approval of the plan 

could have.  (Tr. 989:8.) 

42. Yet by starting and pursuing the Administrative Actions described 

herein, the Maine Superintendent and the Washington Commissioner declare that 

they are not bound by the orders of this Court or the Supreme Court of Pennsylvania 

denying the Intervening Regulators’ stay applications, thus challenging the very 

jurisdiction to which they submitted voluntarily.3

3 With respect to Massachusetts and the Massachusetts Commissioner, the 
Rehabilitator is not aware of any similar administrative actions or similar letters 
attacking the Approved Plan.  The Rehabilitator will inform the Court and amend 
his pleadings should any such actions or letters be revealed. 
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43. Similarly, in starting and pursuing the administrative actions, the Maine 

Superintendent and the Washington Commissioner declare that the Approved Plan 

is ineffective without regard to this Court’s orders or the future orders of the 

Supreme Court of Pennsylvania, effectively challenging this Court’s jurisdiction and 

power with respect to the rehabilitation of SHIP. 

44. These actions can only lead to confusion amongst policyholders, and 

they create the risk of unnecessary waste of SHIP’s assets to the detriment of all 

interested stakeholders.     

Request for Relief 

45. The Rehabilitator asks this Court to enter a Rule to Show Cause 

directing Respondents and their successors to appear and establish why a permanent 

order should not be entered directing them and any successor(s) and those acting in 

concert with them to permanently terminate the Maine Administrative Action, the 

Washington Administrative Action, and any related actions or proceedings or 

communications. 

46. The Rehabilitator similarly asks this Court to enter a Rule to Show 

Cause directing Respondents and their successors to appear and establish why their 

Administrative Actions are not null and void and without effect on the Rehabilitator, 

the Special Deputy Rehabilitator and SHIP’s rehabilitation, and in violation of this 

Court’s orders. 
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47. To understand, mitigate, and prevent any harm caused by Respondents’ 

actions, the Rehabilitator asks this Court to enter a Rule to Show Cause directing 

Respondents and their successors to appear and present this Court with information 

regarding all actions taken to impair or prevent SHIP’s rehabilitation, through the 

Approved Plan or otherwise, including, but not limited to, all information related to 

the Maine Administrative Action, the Washington Administrative Action, the 

Washington Plan Letter, any other proceedings begun or pursued by Respondents, 

any other communications related to SHIP or the Approved Plan sent to SHIP’s 

policyholders, and any communications with anyone else with the intent of 

engendering opposition to, or impairing or preventing SHIP’s rehabilitation. 

48. Similarly, to understand, mitigate, and prevent any harm caused by 

Respondents’ actions, the Rehabilitator asks this Court to enter a Rule to Show 

Cause directing Respondents and their successors to appear and present this Court 

with information regarding all steps taken or proposed to be taken by them to provide 

coverage for or otherwise protect SHIP’s policyholders, including but not limited to 

those policyholders in Maine and Washington who are impacted by the Maine 

Administrative Action or the Washington Administrative Action, and who are 

purported to be removed from the scope of the Approved Plan by the said 

Administrative Actions, or other steps taken by Respondents. 
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49. By statute, the rehabilitation of SHIP is a matter within the Court’s 

original jurisdiction. See 42 Pa. Cons. Stat. § 761(a)(3) (“The Commonwealth Court 

shall have original jurisdiction of all civil actions or proceedings . . . [a]rising under 

Article V of the act of May 17, 1921….known as ‘The Insurance Department Act of 

1921’”). 

50. Notice and an opportunity to be heard were provided to, inter alia, all 

policyholders and to all insurance commissioners around the country, including the 

Respondents, the Maine Superintendent and the Washington Commissioner.  At a 

minimum, Respondents consented to the authority and personal jurisdiction of this 

Court by intervening in these proceedings as described herein.   

51. The “practice and procedure” in all matters within this Court’s original 

jurisdiction “shall be in accordance with the appropriate general rules applicable to 

practice and procedure in the courts of common pleas, so far as they may be applied.” 

Pa. R.A.P. 106. 

52. Pennsylvania Rule of Civil Procedure provides for rules to show cause 

to be issued directing a respondent to answer within twenty days of the issuance of 

the rule.  See Pa. R.C.P. 206.4 – 206.7. 

53. In addition, Pennsylvania law grants this Court the authority to enter 

any order “necessary and proper to prevent,” inter alia: 

 “interference with the receiver or with the proceeding,”  
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 “waste of the insurer’s assets,”  

 “the obtaining of preferences….” 

 “the institution or further prosecution of any actions or proceedings,” and 

 “any other threatened or contemplated action that might lessen the value of the 
insurer’s assets or prejudice the rights of policyholders, creditors, or 
shareholders, or the administration of the proceeding.”   

40 P.S. § 221.5. 

54.  By asserting the authority to prevent implementation in Maine and 

Washington, Respondents seek to interfere with the Rehabilitator’s efforts to 

rehabilitate SHIP as well as usurp this Court’s authority over SHIP through these 

rehabilitation proceedings.  40 P.S. § 221.5(iii). 

55. By initiating collateral attacks in Maine and Washington, and by 

asserting the authority to prevent implementation and to sanction SHIP, the 

Rehabilitator, and the Special Deputy Rehabilitator, Respondents seek to waste 

SHIP’s assets through delay, unnecessary legal fees and expenses, and 

unenforceable sanctions against SHIP.  See 40 P.S. § 221.5(iv); 40 P.S. § 221.44 

(state government claims to receive class (f) or class (g) treatment). 

56. By instituting collateral attacks in Maine and Washington, Respondents 

have initiated new actions or proceedings regarding SHIP’s rehabilitation despite 

this Court’s exclusive jurisdiction over such matters and despite their submission to 

this Court’s authority.  40 P.S. § 221.5(vi). 
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57. By asserting the authority to stop implementation of the Approved Plan 

as to policies issued in Maine and Washington, Respondents knowingly seek to 

manufacture a non-existent right to obtain impermissibly preferential treatment for 

Maine and Washington policyholders. 40 P.S. § 221.5(vii). 

58. By asserting authority over SHIP’s rehabilitation through 

administrative proceedings in Maine and Washington, Respondents have taken 

actions which might lessen the value of SHIP’s assets (see ¶ 35), prejudice the rights 

of SHIP’s policyholders through potential preferences (see ¶ 37), and ultimately 

prejudice the proceeding to which they voluntarily submitted themselves.  40 P.S. § 

221.5(xi). 

59. If Respondents contend that their actions do not attack and impair this 

Court’s authority, the Rehabilitator’s authority, the rehabilitation of SHIP, and the 

rights of policyholders and other stakeholders, Respondents must appear and 

demonstrate to the Court’s satisfaction why an order should not be entered on those 

grounds. 

60. Thus, for the reasons set forth herein, this Court should enter the order 

attached hereto directing Respondents and their successor(s) to suspend the Maine 

Administrative Action and the Washington Administrative Action and any related 

proceedings, to answer this Application and Petition, and to appear and address the 
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concerns identified herein and show cause why this Court should not enter 

permanently the relief requested herein. 

Dated: March 25, 2022  Respectfully submitted,  

/s/ Michael J. Broadbent  
Dexter R. Hamilton, PA ID 50225 
Michael J. Broadbent, PA ID 309798 
Haryle Kaldis, PA ID 324534 
COZEN O’CONNOR 
1650 Market Street, Suite 2800 
Philadelphia, PA 19103 

Leslie M. Greenspan, PA ID 91639 
TUCKER LAW GROUP 
1801 Market Street, Suite 2500 
Philadelphia, PA 19103 

Counsel for Michael Humphreys, Acting 
Insurance Commissioner of the 
Commonwealth of Pennsylvania, as Statutory 
Rehabilitator of Senior Health Insurance 
Company of Pennsylvania



IN THE COMMONWEALTH COURT OF PENNSYLVANIA 

In re: Senior Health Insurance Company 
of Pennsylvania in Rehabilitation  

:

:

:

No. 1 SHP 2020 

ORDER 

AND NOW, THIS ______ day of _____________, 2022, upon consideration 

of the Rehabilitator’s Application and Petition for Issuance of Rule to Show Cause 

on Intervenors, the Superintendent of the Maine Bureau of Insurance and the 

Insurance Commissioner of Washington (“Respondents”), it is hereby ORDERED 

that: 

(1) a rule is issued upon Respondents and their successor to show cause 

(a) why each Administrative Action and any related proceedings 

should not be dissolved, and why the Maine Administrative Action 

and the Washington Administrative Action should not be 

terminated; 

(b) why each Administrative Action and any related proceedings are 

not null and void and of no effect as to the Rehabilitator, the Special 

Deputy Rehabilitator, or SHIP’s rehabilitation; 

(c) why each Administrative Action and any related proceedings are 

not in violation of this Court’s orders;  
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(d) why their policyholder communications related to implementation 

are not in violation of this Court’s orders; and 

(e) why they should not be enjoined from any further interference with 

SHIP’s rehabilitation. 

(2) A rule is further issued upon Respondents and their successors to: 

(a) identify all steps taken in furtherance of their efforts to impair 

SHIP’s rehabilitation as described in the Rehabilitator’s Application 

and Petition for Issuance of Rule to Show Cause on Intervenors, the 

Superintendent of the Maine Bureau of Insurance and the Insurance 

Commissioner of Washington; and  

(b) identify all steps taken or proposed to be taken to protect SHIP’s 

policyholders from the harm caused by Respondents’ actions. 

(3) Respondents shall file an answer within twenty days of service;   

(4) the Rehabilitator’s Application and Petition for Issuance of Rule to 

Show Cause on Intervenors, the Superintendent of the Maine Bureau of 

Insurance and the Insurance Commissioner of Washington, shall be 

decided in accordance with the procedure stated in Pennsylvania Rule 

of Civil Procedure No. 206.7 as modified by this Court in the exercise 

of its statutory authority over these proceedings; and  

(5) oral argument and an evidentiary hearing on disputed issues of fact, if 

any, shall be held in person in the Commonwealth Court of 

Pennsylvania on _________________________. 

Respondents shall not take any actions to further any administrative 

proceedings or enforce any administrative actions directed to the Rehabilitator, the 

Special Deputy Rehabilitator, or the rehabilitation of Senior Health Insurance 
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Company of Pennsylvania until such time as this Court issues an Order on the relief 

requested by the Rehabilitator. 

___________________________________ 
BY THE COURT
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EXHIBIT A 



STATE OF MAINE 
BUREAU OF INSURANCE 

In re: Senior Health Insurance Company 
of Pennsylvania (SHIP) (in rehabilitation) 

Docket No. INS-22-200 

EMERGENCY CEASE AND 
DESIST ORDER & NOTICE OF 
PENDING PROCEEDING AND 
HEARING 

On February 8, 2022, through counsel, Maine Bureau of Insurance Staff submitted a 

Verified Complaint alleging that Senior Health Insurance Company of Pennsylvania (SHIP) is 

transacting insurance business in this State in a manner that is causing or is reasonably expected 

to cause significant, imminent, and irreparable injury to Maine policyholders. (See Verified 

Complaint attached hereto.) I have reviewed the alleged violations specified in Counts I 

through VIII of the Verified Complaint, which are incorporated herein by reference, and 

find, based on the verified allegations, that good cause exists for me to issue the requested 

Emergency Cease and Desist Order. 

EMERGENCY CEASE AND DESIST ORDER 

Effective immediately, except as otherwise provided herein, SHIP and its principals, 

employees, and agents shall halt disseminating, implementing, or enforcing in this State the 

"Coverage Election Package" or otherwise interfering with the rights of SHIP's Maine 

policyholders or violating the insurance laws and regulations of this State, including, but not 

limited to, notifying Maine policyholders of proposed rate or benefit modifications under Maine 

policies or requesting that Maine policyholders select rates or benefits different under Maine 

policies from those authorized by the Maine Superintendent and called for under the terms of the 

contract, charging additional premium, or withholding, delaying or encumbering benefits in 

whole or in part, until such time as otherwise ordered by the Maine Superintendent. 
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This Order does not prohibit filing a premium increase request, or a proposed schedule of 

rates for proposed voluntary policy modifications, for review by the Superintendent in the 

manner prescribed by Maine law with sufficient supporting information to enable the 

Superintendent to determine whether the requested rates are neither inadequate, excessive, nor 

unfairly discriminatory. This Order does not prohibit SHIP from sending notices of any such 

filing to consumers if the notices have been reviewed by the Superintendent for accuracy and 

compliance with Maine law, and have not been disapproved. 

NOTICE OF 
PENDING PROCEEDING AND HEARING 

Pursuant to 24-A M.R.S.A. §§ 229 and 230, 5 M.R.S. § 9052, and Insurance Rule 

Chapter 350, the Superintendent hereby gives notice that a public hearing will be held in the 

above-captioned matter beginning at 9:00 a.m. on February 18, 2022, unless a later date is agreed 

to by the Superintendent and all parties. Members of the public, including SHIP policyholders, 

are invited to attend the hearing. The hearing will take place by an audio-visual link, and 

instructions for registering for and attending the hearing remotely, by either audio-visual link or 

telephone, will be posted on the Bureau of Insurance website. 

The purpose of the proceeding and hearing is for the Superintendent to determine 

whether grounds exist to continue in force a Cease and Desist Order against SHIP and to 

consider appropriate sanctions for any proven violations and such additional remedial 

measures as may be appropriate for the protection of Maine policyholders. 

SHIP is a parry to this proceeding. Bureau of Insurance Staff filing the Verified 

Complaint will be participating in this matter in an advocacy capacity, including presenting 

evidence and questioning witnesses. Persons wishing to intervene as parties in this proceeding 
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shall file their applications in writing with the Superintendent no later than 3:00 p.m. on 

February 16, 2022. See 5 M.R.S. § 9054. Applicants should either hand deliver their 

intervention applications to the attention of the Superintendent at the offices of the Bureau of 

Insurance, 76 Northern Avenue, Gardiner, Maine or mail them to the Superintendent at the 

following address: 

Eric Cioppa, Superintendent 
Bureau of Insurance 
Maine Department of Professional and Financial Regulation 
#34 State House Station 
Augusta, Maine 04333-0034 

The Superintendent will conduct the proceeding and hearing in accordance with the 

provisions of the Maine Administrative Procedure Act, 5 M.R.S. chapter 375, subchapter 4; 

24-A M.R.S. §§ 229 to 236; Bureau of Insurance Rule chapter 350; and any rulings of the 

Superintendent. All parties to the proceeding have the right to present evidence and witnesses at 

the hearing and have the right to be represented by counsel. Failure of any party to appear may 

result in disposition by default with respect to that party. The Superintendent, however, may set 

aside a default for good cause. 

The Department of Professional and Financial Regulation does not discriminate on the 

basis of disability in the admission to, access to, or operation of its programs, services, or 

activities. Individuals in need of auxiliary aid for effective communication at the hearing are 

invited to make their needs and preference known to the Superintendent of Insurance sufficiently 

in advance of the hearing so that appropriate arrangements can be made. 

PER ORDER OF THE SUPERINTENDENT OF INSURANCE 

February 8, 2022 
Eric A. Cioppa 
Superintendent 
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EXHIBIT B 



STATE OF MAINE 
BUREAU OF INSURANCE 

In re: Senior Health Insurance Company 
of Pennsylvania (in rehabilitation) 

NAIC Company Code 76325 

Docket No. INS-22-200 

DECISION AND ORDER 

Introduction 

The foundation of insurance is spreading risk. The many pool their resources in the 

form of premiums so that those who must make claims for covered events have protection 
against their losses. Spreading risk also applies when insurers become insolvent. The 

admitted insurers in each state pay assessments into the state's guaranty fund, and the 
guaranty fund arranges for payment of covered claims, up to a statutory cap, paid for by an 

assessment on other insurers in the same general category of business as the insolvent 

insurer. In property/casualty insoivencies, assessments may be reflected in rates.' In 
life/health insoivencies, insurers may offset assessments against their premium tax liability.2 

In either case, the public policy is to spread the impact of an insolvency far beyond the 

insolvent carrier's policyholders. This is important because, if it is unlikely that the 

insolvent insurer can be rehabilitated, responsible regulation should protect the insolvent 
carrier's policyholders from further losses. 

Procedural Background 

On February 8, 2022, through counsel, Maine Bureau of Insurance Staff submitted a 
Verified Complaint alleging that Senior Health Insurance Company of Pennsylvania (the 
"Company") is transacting insurance business in this State in a manner that is causing or is 

reasonably expected to cause significant, imminent, and irreparable injury to Maine 

policyholders. Superintendent Cioppa issued an Emergency Cease and Desist Order the same 

day, pursuant to 24-A M.R.S. § 12-A(2-A), and served notice on the Company, in accordance 
with 24-A M.R.S. § 12-A(2-A)(C), of the Emergency Order and scheduled hearing to determine 

whether there were grounds to continue the Order in force, and if so, to consider appropriate 
sanctions for any proven violations and such additional remedial measures as may be appropriate 

for the protection of Maine policyholders. The notice advised the Company that failure to appear 

'24-A M.R.S. § 4447. 

2 24-A M.R.S. § 4621. 
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may result in a disposition by default, which could be set aside for good cause. See 5 M.R.S. 
§ 9053(3). 

On February 15, Superintendent Cioppa issued an order pursuant to 24-A M.R.S. §§ 210 
and 231(1) designating me as hearing officer and delegating the power to act as decisionmaker 
with all powers that would otherwise be exercised by the Superintendent. There was no request 

for continuance. However, on February 17, a letter was submitted by the Company's attorney 
stating that neither the Company, its Rehabilitator, nor its Special Deputy Rehabilitator intended 

to appear in this proceeding and that the Company does not consider itself subject to the 
jurisdiction of this State. A public adjudicatory hearing was held as scheduled, by 

videoconference, on February 18. As stated in its February 17, 2022 letter, the Company did not 
attend or otherwise participate in the proceeding. 

Staff, participating in an advocacy capacity pursuant to 5 M.R.S. § 9054(5), presented 
testimony, supported by documentary evidence,3 by one of the Company's Maine policyholders 

and by the actuary in charge of reviewing long-term care insurance rate filings on behalf of the 
Superintendent. When the public was invited to present comments and testimony, the daughter 

of another policyholder gave sworn testimony about her mother's situation. I took official notice 
of four additional documents: the Company's Rehabilitation Plan; its application for approval of 

its Pennsylvania rates; the February 2, 2022 order of the Pennsylvania Commonwealth Court 
concerning the Company's use of those rates on an extraterritorial basis; and the Company's 
letter advising me of its refusal to appear. 

Findings and Discussion of Facts 

Staff has the burden to prove its factual allegations through credible evidence, 
notwithstanding the Company's refusal to participate in this proceeding. Based on the evidence 
in the record, I find that: 

The Company is a Pennsylvania-domiciled life and health insurance company with a 
principal place of business in Carmel, Indiana. The Company and its predecessor entities have 
been continuously licensed in Maine since May 3, 1991, and the Company holds Maine 

Certificate of Authority LHF32b55. The Company specialized in long-term care insurance,4 and 

ceased writing new business in 2003. The Company currently has approximately 350 policies 
still in force that were issued in Maine. Each of these policies remains subject to Maine law for 

as long as the policy is still in force, even if the policyholder lives elsewhere. 

On January 9, 2020, the Pennsylvania Commonwealth Court placed the Company into 
rehabilitation because of the continuing deterioration of its financial condition, and appointed the 

Pennsylvania Insurance Commissioner to manage the Company as its Rehabilitator. The 

3 At the hearing, l granted Staff's motion to file two suppleinental exhibits. The evidentiary record closed when 
those exhibits were filed that afternoon. 

4 Although it also wrote other types of business, all of its non-long-term care business was assumed by another 
insurer in 2008. 
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Rehabilitator, on behalf of the Company, waived its right to hearing and consented to an order 
suspending its Maine certificate of authority and stipulating, in accordance with 24-A M.R.S. 

§ 419(2), that the Company "may not transact any new insurance business in Maine but will be 

allowed to continue to renew and service existing business. The Company must continue to 
make required filings and pay all required fees and taxes." Suspension of Certificate of 
Authority, In re Senior Health Insurance Company of PA, in Rehabilitation, Maine Bureau of 
Insurance. Docket No. INS-20-300, March 9, 2020. 

Although the Company is still able to pay claims as they come due, long-term care 
insurance is a lifetime promise, and the Company's future obligations leave it with a projected 

shortfall of about 1.2 billion dollars. The Commonwealth Court has approved a Rehabilitation 
Plan that, by its terms, grants the Rehabilitator the authority to increase premiums and reduce 

benefits on a nationwide basis in an attempt to close the Company's "Funding Gap." 

Superintendent Cioppa and the Insurance Commissioners of Massachusetts and Washington 
intervened in the Pennsylvania court proceeding to challenge the legality and fairness of this 

Plan. They have appealed the Plan's approval to the Pennsylvania Supreme Court. The chief 

insurance regulators in 26 other states and the District of Columbia have supported the appeal as 
amici curiae. 

While the appeal is pending, the Company has begun measures to implement the Plan, 

which calls for staged premium increases. In Phase One, the Plan states that policies will be 
rated on an "If Knew" basis — meaning a premium that in the Rehabilitator's judgment would 

have been approved by regulators at the time the policy was issued, if we knew then what we 
know now about the Company's experience over the course of the intervening decades. This 

general approach is widely used, but the Plan's version of "If Knew" rating differs from the 
usual methodology. In particular, it uses a "seriatim" approach that rates each policy on a stand-
alone basis as of its actual date of issue, rather than following a uniform rate schedule applicable 
to all policies within the same block of business. The Plan also includes a "differential 
premium" charge for policyholders whose premium is currently being waived as the result of a 

claim, transforming the policy's waiver-of-premium benefit to a premium discount.5 

The Plan also offers policyholders up to four different benefit reductions in lieu of the 
Phase One premium increase; the exact number of choices depends on the type of policy and the 
premium the policyholder is currently paying. The Plan's centerpiece is the "Basic Policy" 

option. This comprises Option 2 and Option 2a. The Rehabilitator described the "Basic Policy" 

in the Pennsylvania proceeding as a "right sized" policy with a more affordable price. The 

benefit reductions in Option 2 include, but are not limited to: a maximum benefit period no 
longer than four years, inflation protection not to exceed 1 %2% per year, a reduced daily benefit, 
and more stringent conditions to qualify for benefits. Option 2a is similar, but extends the 

5 The differential premium charge applies only to contractual waivers of premium, not to fully paid-up 
"nonforfeiture" policies which are exempt by law from any fiurther premium charges or benefit reductions. 
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maximum benefit period to five years and increases the inflation protection to 2% per year, 

unless these exceed the levels in the policyholder's existing policy. 

Although the price of a "Basic Policy" is low enough that most policyholders would get 

substantial premium reductions instead of premium increases, the degree of benefit reductions 
would still make these options highly profitable for the Company. The Rehabilitator predicts 

that the Company's entire deficit would be eliminated if all policyholders downgrade their 
benefits to one of the two "Basic Policy" packages. 

As an incentive to "right-size" their policies, the Plan exempts policyholders from Phase 

Two rate increases if they agree to cut their benefits to the Basic Policy level or to surrender their 

policies in return for a paid-up "nonforfeiture" policy. Otherwise, in Phase Two the Plan will 
impose "self-sustaining" premium rates unless the policy is "Fully Covered." To be "Fully 
Covered" means that there is no chance, however remote, that the policy's future benefits could 

possibly exceed the applicable guaranty association limit by even a dollar. "Self-sustaining" 

premium rates mean rates that are sufficient to recoup the policyholder's proportionate share of 
the Company's deficit. In other words, a policyholder aged 866 would be required, within his or 

her remaining life span, not only to pay back every dollar the Company has lost over the past two 
or three decades on his or her own policy,' but also to pay a share of the Company's much 

greater losses on all the policyholders who have died, surrendered their policies, or had their 
premiums waived — approximately 95% of the Company's original policyholder base.$ 

The Plan puts these rates in place by purporting to exempt the Company from the filing 
requirements of any state except Pennsylvania, unless the state agrees to become an Opt-Out 

State under the so-called "Issue-State Rate Approval Option." Under this process, the Company 

files premiums for review in each Opt-Out State, and the state determines a fair and lawful rate 
for each policy according to the laws of that state. But the Company will only honor that 

determination if the premium approved by the Opt-Out State is at least as high as the premium 
the Company has requested. If an Opt-Out State determines that a premium requested by the 

Company is excessive, the affected policyholders lose the right to keep their current policies and 
pay the state-approved premium for those policies. If the policyholders keep their policies, they 
must pay the full requested premium that their state had disapproved. If they choose instead to 

pay the state-approved premium, the Company will substitute a different policy with reduced 
benefits.9 

6 This is the average age of the Company's policyholders. 

7 "If knew" rates, by contrast, are intended to charge a fair price going forward, but not to claw back what a 
company has already lost in past years by its failure to predict the full expected cost of the policy. 

a Although Self-Sustaining rates are priced on a break-even basis, the impact of removing the profit load that is built 
into the Phase One rates is dwarfed by the magnitude of the past losses that the Company seeks to recapture in its 
Phase Two rates but not in its Phase One rates. 

9 This is the default option. The Plan's Options 2, 2a, and 3 are not available in Opt-Out States. The Plan provides 
that the only way a policyholder in an Opt-Out State can avoid Self-Sustaining rates in Phase Two is to surrender his 
or her existing policy and accept a statutory nonforfeiture policy with lower benefits than Option 3. 
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Consumers buy insurance products with affordability in mind, but the point of rate review 

is to ensure that the premium is appropriate for the benefits provided. As the Bureau's Life and 
health actuary, Mary Hooper, testified, "you can't approve rates unless you also know what 

benefits those correspond to. So when we approve for a rate filing, it comes with the rate tables 

that correspond to that benefit." An Opt-Out State's authority to determine a reasonable price for 
a policy is meaningless if the state must relinquish its authority to decide what policy the 

Company may sell for that price. ° As Ms. Hooper observed, holding the premium steady while 
reducing the benefits is still an increase in the premium rate — the unit cost of coverage — so the 

Plan's branding of the opt-out process as Issue-State "Rate Approval" is deceptive. This process 

fails to comply with the statutory requirement to submit the premiums for each specific policy 
form for review and approval under 24-A M.R.S. § 2736. Because the Superintendent could not 
ignore his statutory obligation to enforce the Maine Insurance Code," Maine declined to 

participate in the Plan's Opt-Out process. 

On November 4, 2021, the Pennsylvania Department approved an actuarial memorandum 
submitted on behalf of the Rehabilitator in support of the proposed rating methodology. On the 

basis of that approval, the Commonwealth Court found that "The Rehabilitator has established 

the reasonableness of the premium rates charged," and issued an order on February 2, 2022, 
authorizing the Company to use its Phase One rates in Pennsylvania and in any other state, 

including Maine, that did not agree to participate in the so-called "opt out" process. The Order 

also authorizes the Company to use the Phase One Pennsylvania rates "for the calibration of 

benefit adjustments" in "opt-out" states. 

The Company asserts that the Rehabilitation Plan exempts it from compliance with 
Maine law. It has therefore not filed any proposed rates or proposed modifications to policy 
forms for review in Maine. 

In January 2022, shortly before the Commonwealth Court approved the Pennsylvania 
rates, the Company sent "election packages" to policyholders around the country, 12 including 
Maine. Each policyholder's election package included a form, to be signed and returned to the 

Company, which included: 

• Notice that the Company intends to implement the premium increase or benefit 
reduction on a specified date in April 2022, which is the same day of the month as 

the policy's original effective date; 

• A table comparing, for each option offered by the Company: the premium the 

Company intends to charge and the percentage increase or decrease from the 

1° The terms of the Plan also provide that policyholders in "opt out" states are not given the right to protect 
themselves from Phase Two rate increases by agreeing to slash their benefits to the "Basic Policy" level. 

11 24-A MRS, § 211, 

12 A different timetable and different options will apply in Opt-Out States. 
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current premium, the maximum lifetime benefit and the percentage decrease if 
applicable, and whether "Phase Two Rate Increase / Benefit Reduction Possible"; 

• Notice that the form must be signed and postmarked by a specified date or the 
Company will select the designated "default option." The two election forms in 
evidence in this proceeding had response deadlines of March I I and March 15, 13 
2022; 14 

• A set of checkboxes and the instruction: "Select the option that best suits your 
needs"; and 

• An attestation that: "I understand the election I have made above and 
acknowledge that I have made the election voluntarily. I agree that the changes 
I have requested will become effective April [date], 2022 and cannot be reversed 
after [date], 2022." 

The package also included 22 pages of more detailed explanatory material, including this 
warning for policyholders who choose to keep their current coverage: "The premium rates and 
benefits associated with this option are not guaranteed and may change significantly in Phase 
Two of the Rehabilitation Plan." 

One witness, AS, who turned 93 shortly after the hearing, has been a policyholder since 
1989. She testified that she was initially tempted to throw her election package away, and that 
she found it "very confusing for — I don't know about a younger person, but for an elderly person 
to know which — which was the correct way to jump on the matter." Another witness, CB, 
testified that her mother asked her for help because she "was just overwhelmed with the decision 
that she was going to have to make, the amount of information that she was going to have to go 
through.... [I]t went to the point where she and I are having conversations of, you know, I'm 90 
years old, I've paid all this — these premiums for my long-term care policy, now I'm not going to 
be covered when I need it the most." CB testified that it was "very unfair of SHIP to be asking 
these elderly policyholders to make these kinds of decisions at their ages." 

CB's mother is also one of the policyholders affected by the Plan's conversion of 
premium waivers to premium discounts. She and her late husband had paid for a lifetime 
waiver-of-premium rider, a benefit described as follows in the Plan: 

The Lifetime Waiver of Premium provision permits suspension of 
premium payments upon the death of a covered spouse after a qualifying period 

" The reason for the difference is not clear. The policyholder with the earlier effective date had the later response 
deadline, 

14 Policyholders who are not subject to a Phase One premium increase will keep their own policies unless they 
affirmatively choose some other option. However, the Company will involuntarily downgrade policyholders to the 
"Basic Policy" if they are subject to any proposed Phase One increase and fail to return the election form, unless 
they are on waiver of premium, in which case they will be downgraded to a level sufficient to eliminate the proposed 
"differential premium," 
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(typically five, seven, or ten years). The Lifetime Waiver of Premium provision, 
as the name implies, is permanent. 

However, "permanent" means something different under the Plan than policyholders had 

understood it to mean. CB testified that when her mother became the sole policyholder in 2014, 

she was promised that she would never have to pay premium again. But now, the Company 
intends to charge her a "differential premium" each month unless she agrees to a benefit 

reduction, and she must agree to a more drastic benefit reduction in order to avoid the risk of 
being saddled with a "self-sustaining differential premium" in Phase Two. In CB's words: 

"And, you know, what I don't understand is how a company offer a lifetime waiver of premium 
and now come back and say, well, if you want your coverage, you're going to have to pay 

premiums.... [Y]ou know, the rug is kind of being pulled from under her not knowing — not 

having that sense of security that if she needs nursing home care, you know, will it be covered?" 

After these witnesses testified, Ms. Hooper reaffirmed her statements in the Verified 
Complaint and explained the supporting documentation. She described the information that an 

insurer seeking a premium increase is required to provide to the Bureau and to the affected 

policyholders, and the Bureau's process for reviewing the proposed increase to verify that the 
requested premiums are not inadequate, excessive, or unfairly discriminatory." This includes a 
filing checklist outlining the essential elements of information that must be included in each rate 

filing and the legal basis for requiring each item. She presented a copy of the completed 

checklist previously submitted by the Company with one of its Maine rate filings. 

Although the Plan's rationale for taking the rate approval power away from the states is 
that some states have abused that power, Ms. Hooper testified that this has not been the case in 
Maine, which has a history of granting actuarially justified rate increases. Many policyholders, 

in Maine and other states, are already paying adequate "If Knew" rates by the Company's own 
assumptions, as illustrated by the notice that AS will not be subject to a Phase One rate increase, 
and the Phase One rate increase for CB's mother's policy is only 2%." Nevertheless, each of 

them has been told that if they do not agree to substantial benefit reductions, they will face "self-
sustaining" premium increases in Phase Two. 

Ms. Hooper explained why it is impossible to determine, from the limited information 

that the Company has provided in the Rehabilitation Plan and in its Commonwealth Court rate 
filing, whether the Company's expected loss ratio calculations are reasonable. The Pennsylvania 
rate filing says only that the Department of Insurance has reviewed the Company's October 14 

Actuarial Memorandum, which in turn says that the rates are based on the Company's "best 
estimate actuarial assumptions, as documented in Oliver Wyman's Assumption Report dated 
August 24, 2021." An analysis of those assumptions is at the heart of any meaningful rate 

15 24-A M.R.S. § 2736(2). 

i6 This is the increase the Company would charge if she had not been promised a lifetime waiver of premium. In her 
case, she is being charged the 2% amount as the applicable "differential premium." 
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review process, but the Company did not file the Assumption Report with Maine either in the 
System for Electronic Rate and Form Filing or in this proceeding. There is no indication that the 
Company showed it to the Pennsylvania Insurance Department staff that performed the 

independent review ordered by the Commonwealth Court. Thus, we are unable to judge the 
reasonableness, for example, of the projections of how many policyholders will be on claim, 

when those claims will begin, how long they will last, or the discount rate used to reduce those 

claims to present value. We also do not know whether the Company's calculations charge its 

policyholders to recoup its substantial losses from the failed Beechwood and Roebling 
transactions. 

Although the "if knew" principle is actuarially sound, at least at a high level of 

generality, that does not mean it would justify any rate that is branded "the If Knew Rate." In 

particular, a 60% loss ratio was not designed to be applied in hindsight decades later. Allowing 
the Company a 40% margin for expenses and profit is based in part upon the risk assumed due to 
the high level of uncertainty. The Company is asking for a rate that would include 40% for 

expenses and profit "if we knew," but the 40% is based on the fact that we did not know. There 

is still a substantial amount of uncertainty remaining in 2022, but not nearly as much as when the 
policies were issued in the 1980s and 1990s. In Maine, the applicable standards for 
reconstructing a fair "if knew" margin are set forth in 02-031 C.M.R, ch. 420, and the Company 

must comply with those standards. The Rehabilitation Plan even seems to recognize this point, 

by defining "If Knew Premium" to require satisfying "the minimum loss ratio applicable to the 
policy form." However, the Plan then states that "For the sake of simplicity, under the Plan this 
will be assumed to be 60%." The problem is that we do not know what analysis underlies the 

assumed target loss ratio. Furthermore, as discussed earlier, even if the target loss ratio were 

assumed to be lawful, reasonable, and accurately calculated, the resulting premium rates could 
nevertheless be excessive if the underlying actuarial assumptions are flawed or unduly 

conservative. And when a policyholder has met his or her policy's conditions for waiver of 
premium, charging any premium at all is inherently excessive. 

The Pennsylvania filing is also vague about the Company's proposal for premiums to be 

"based on each policyholder's individual characteristics (e.g., gender, issue age)." Ms. Hooper's 

testimony explained why the rates cannot be meaningfully reviewed without knowing the 
methodology the Company uses to calculate the premium differences for these rating factors, and 

without knowing whether these are the only applicable rating characteristics. "E.g." is not a 

lawful rating factor. Furthermore, Ms. Hooper testified that even though gender rating, with 

proper actuarial support, is not prohibited by law for long-term care insurance, a decision 
whether to approve the use of gender rating would have to depend on whether or not the policies 
in question are currently gender rated. This information is not in the Company's Pennsylvania 
rate filing," This information vacuum puts the Bureau in the difficult position of not knowing if 

female policyholders bought policies in reliance on a promise that they would not be charged a 

11 Similar issues would be raised if the Company proposed to change its existing issue-age rating structure. 
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higher premium because of their gender. If that were the case, this is an example of the fine 
points of state regulation that the Plan disregards. 

In addition to treating similarly situated policyholders differently, the Plan also charges 

the same premiums to policyholders who are in very different situations. The lifetime guarantee 

of renewability is a fundamental element of long-term care coverage. Insurers design long-term 

care programs with level premium structures under which policyholders pay premium for many 

years with very little expectation of receiving benefits until later in life. This builds value that 

allows policyholders to keep their coverage at an established premium when they are older. 18 
The insurer may not take this accumulated value away from the policyholder by terminating or 

involuntarily reducing coverage." Yet this is the principal mechanism by which the Company 
seeks to reduce or eliminate its deficit. The Rehabilitator's calculations show that these 

transactions would be highly profitable for the Company, and those profits would come at the 
expense of the policyholders. 

The Company's Challenge to the Superintendent's Jurisdiction 

At the hearing, I ruled that the Company's assertion that the Superintendent lacks 

jurisdiction is in the nature of a motion to dismiss, and that if the Company had appeared and 

filed a proper motion to dismiss, I would have denied the motion. I will now explain the basis 
for that ruling more fully. 

The Company observes that it is the subject of pending litigation in Pennsylvania, and 

that Superintendent Cioppa, in his official capacity as Maine's chief insurance regulator, is "a 

party in that proceeding over whom the Pennsylvania Court thereby gained personal 

jurisdiction."'O The Company asserts that "Under the circumstances, it is our position that the 
State of Maine and its Bureau of Insurance do not have jurisdiction over the matters (and parties) 

addressed in the [Emergency Cease and Desist Order]." 

The Company has not explained how or why these "circumstances" deprive the State (or 
the Superintendent) of jurisdiction over the Company's activities in Maine. The issue is not 

whether Pennsylvania courts have personal jurisdiction over the Superintendent, but whether the 
Superintendent and the Maine courts have personal jurisdiction over the Company. It is possible 

for both of these things to be true, but only one is relevant to this proceeding. The Company has 
unquestionably submitted to personal jurisdiction in Maine when it requested and obtained its 

rs It must be kept in mind, however, that there is a difference between a level premium design and a guaranteed level 
premium. Although rates are set with the expectation that increases will not be necessary for the life of the 
policyholder, there are mechanisms to approve and implement rate increases if an insurer can prove that its initial 
assumptions are no longer valid. 

19 If a policyholder agrees to a voluntary reduction in coverage, the terms of the transaction must fairly reflect the 
years that the policyholder has prepaid for a policy with richer benefits. 

20 The Company asserts further that the Bureau of Insurance is also, separately, a party to the Pennsylvania 
proceeding. That is not accurate, but the inaccuracy is not relevant unless the Company is conceding the 
Superintendent's jurisdiction to decide this matter but challenging Bureau Staff's authority to prosecute it. 
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license to do business in Maine, subject to the Maine Insurance Code and the Superintendent's 

regulatory authority,21 The Company reaffirmed Maine's jurisdiction over it when the 

Rehabilitator consented to the Superintendent's order suspending its Maine certificate of 

authority while requiring the Company to "continue to make required filings." 

Furthermore, the Pennsylvania Commonwealth Court has granted the Company an 
exemption from compliance with Maine law, and I have before me a petition to enforce Maine 

law, The question here is which tribunal has subject matter jurisdiction over the Company's 

premium rates and policy benefits, not which parties are subject to personal jurisdiction. 
Unquestionably, 24-A M.R.S. §§ 2736 through 2736-B grant the Superintendent the authority to 

review and approve or disapprove premium rates and the jurisdiction to adjudicate premium 
rating disputes, subject to the appeal rights provided by the Maine Administrative Procedure Act, 

It is also beyond question that Pennsylvania has the same powers when a Maine insurer does 
business in Pennsylvania. The Pennsylvania order is void for lack of subject matter jurisdiction 

because it purports to preempt Maine law and to apply Pennsylvania law extraterritorially to its 
domestic insurer — acts over which the Pennsylvania Court has no legal authority. 

Under the federal system of the United States, a corporation's internal affairs are 
governed by its state of domicile, but when the corporation requests permission to do business in 

another state, it agrees to submit to the laws and regulatory authority of that state. There is no 
"rehabilitation exception" releasing a foreign corporation from those obligations if bad luck or 

mismanagement have left the corporation in dire financial circumstances. In the exercise of its in 
rem jurisdiction over the Company, Pennsylvania may invest a receiver with powers to take 
extraordinary measures to prevent the Company's insolvency, but these powers do not include 

the power to usurp the authority of other states to regulate the Company's activities, at the 

expense of non-Pennsylvania residents, in those states, no matter how much the Company might 
wish. 

Likewise, a state does not have the power to impose its laws extraterritorially to shield its 

citizens or its domestic corporations from the consequences of their actions outside the state 

borders. For example, all states, including Maine, have agreed to recognize the validity of out-
of-state drivers' licenses. If a driver we would consider unfit holds a valid out-of-state license, 

we defer to the home state and respect that license even if a Maine license would have been 
revoked based on the same history of illegality or incompetence. But the validity of that license 
does not allow such drivers to follow their home state laws extraterritorially while they are in 

Maine. If they are stopped by our police while driving on our roads, their blood alcohol levels 

must comply with Maine law even if a higher level would be permissible in the driver's home 

state. 

2[ By contrast, Bureau Staff have not asserted personal jurisdiction over the Rehabilitator or Special Deputy 
Rehabilitator, who have not been named as parties to this proceeding. 
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There is a difference between the ability to take an action and the right to take that action. 
That is why so much of the justice system is devoted to remedial measures after a wrongful act 

has already been committed. The Superintendent and other intervening State Regulators have 
tried, unsuccessfully so far, to prevent the Commonwealth Court from exceeding its jurisdiction. 
However, the Commonwealth Court's order approving the Plan did not resolve the present 

conflict, but rather created the conflict. Even if the Superintendent had the power to grant the 

Company an exemption from its obligations under Maine law, the Superintendent did not do so. 

The Superintendent has never conceded Pennsylvania's power to apply its laws extraterritorially 
and allow the Company to violate Maine law. Quite the opposite: the Superintendent has openly 

and consistently challenged that power from the beginning. That is the foundation of the State 
Regulators' intervention in the Pennsylvania proceeding. The Superintendent intervened in the 
Pennsylvania proceeding for the limited purpose of challenging the legality of the Plan. The 

application to intervene did not include any express or implied agreement to be bound by any 
orders of the Pennsylvania courts that they lacked jurisdiction to issue. The Commonwealth 

Court approved the application but did not condition it in any way on the Superintendent's 
waiver of regulatory authority or on the Superintendent's consent to be bound by any order 

purporting to abrogate that authority. The Company, by contrast, has always operated, from the 
day it began doing business in Maine and continuing through its receivership, under a Maine 

certificate of authority that is conditioned on its ongoing obligation to conduct its Maine 

operations in compliance with Maine law. 

Conclusions 

For these reasons, I conclude that Staff has proven that the Company has: 

1. failed to comply with its obligation to file its proposed premium rates for review 
by the Superintendent in accordance with 24-A M.R.S. § 2736. This requirement 

is not a mere procedural formality ,because the minimal information the Company 
has provided through other means strongly suggests that the proposed rates are 

both excessive and unfairly discriminatory. It is true that these rates are below the 

level the Company needs to meet its obligations, but that does not make them fair 

and lawful. If the Company does not have the funds to keep its promises while 

charging reasonable premiums, the remedy is not to shift the burden of the 
Company's insolvency to the policyholders through excessive premiums, but to 
recognize that the Company is insolvent and enable the guaranty associations to 

step in to protect the policyholders; 

2. violated both 24-A M.R.S. §§ 2736 and 5084(2) by stating that it will implement 

the proposed rates even if they are not approved; 

3. violated 24-A M.R.S. § 5084(1) by sending policyholders a rate increase notice 

that fails to state that the rate is subject to regulatory approval; fails to inform 

them of their right to request a hearing; fails to inform them of their right to 
provide written comments on the proposed rate increase to the Bureau of 
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Insurance; and fails to provide the Bureau's contact information. The Company 

has also violated 02-031 C.M.R, ch. 420, § 8 by failing to provide notice at least 
90 days before the proposed effective date of the rate increases; 

4. violated 24-A M.R.S. §§ 2152, 2153, and 2154, which prohibit unfair and 

deceptive practices; misrepresentation of the financial condition of an insurer or 

the terms of an insurance policy or the benefits and advantages promised thereby; 
and untrue, deceptive, or misleading advertisements or announcements. The 

witnesses who had to decipher the election packages testified that they were 
confusing and overwhelming. Misleading statements in the election package 

include, without limitation, the following: 

• AS was warned that her policy would be subject to "mandatory future 

premium increases or benefit reductions" in Phase Two unless she chose an 

option involving substantial benefit reductions, but she was also assured that 
her policy was "Fully Covered" and therefore exempt from Phase Two. Only 

one of those statements can be true. 

• The statement that the "Plan's principal goal is to correct the Company's 

financial condition through policyholder modifications with a focus on 
protecting policyholder interests" is contradicted by the Company's own 

calculations. The Plan is designed to push policyholders away from the 

Options most favorable to the policyholder and into the options most 
favorable to the Company. 

• As part of the effort to encourage the "Basic Policy" Options 2 and 2a, the 

Company overstates the benefits provided by these options. 22 The statement 

that these options "aim to strike a balance between Option I [downgrade 
policy to keep current premium] and Option 4 [keep current policy]" is false. 
For most policyholders, Options 2 and 2a provide less coverage than Option 1, 

which is why the Plan predicts that they will be more effective at shrinking the 
Company's deficit. 

• The statement that Options 2 and 2a have "an added safety net where your 
benefits will not be reduced below coverage levels provided in liquidation" is 

confusing and misleading. It appears ₹o refer to the feature that ensures that 

the maximum possible benefit will not be reduced unless it exceeds the 

guaranty association limit ($300,000) in Maine. But that is very different 

from saying the benefits themselves will not be reduced. For example, AS has 

n The Phase One rate calculations indicate that for typical policyholders, Options 2 and 2a provide less than half the 
actuarial value of their current policy. Even the policyholder who testified, who already has a "right-sized" policy 
with a maximum lifetime benefit of $146,000 (less than half the guaranty association limit) would see her actuarial 
value reduced to about 62% of its current value if she accepted Option 2. 
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a policy with a maximum lifetime benefit of $146,000. Because it is "fully 

covered," there would be no loss of benefits if she kept her present policy and 
the Company were liquidated. By contrast, she would incur a significant loss 

of benefits if she accepted the offer to downgrade to Option 2 — the expected 
value of the policy as calculated by the Company would decrease by 38%. 
The so-called "added safety net" ensures that her "Option 2" would have the 

same $146,000 maximum benefit, but it would be significantly less likely that 
the policy would actually pay that amount. 

• Likewise, it is confusing and misleading to assure the policyholder: "Under 
the Rehabilitation Plan you have at least one option that provides coverage 

greater than or equal to coverage you would receive in liquidation from the 
Guaranty Associations." This appears to be another attempt to encourage the 
false impression that "coverage" is the same as the maximum lifetime 
benefit." 

+ "Step 3" in AS's policyholder guide states, accurately, that the coverage 
election form must be postmarked by March 15, but it is accompanied by an 

illustration of a form that has a February 28 response deadline. This is 
confusing, and a policyholder might feel rushed to make a response by 

February 28 just in case. 

Even with the March 15 response date, the process is already too rushed, and 
some policyholders were given deadlines of March 11, and possibly earlier. It 

smacks of classic high-pressure sales tactics to require the policyholder to 
make irrevocable elections of coverage on short notice, without adequate 

information, before the Superintendent has even been given the opportunity to 
review the choices the Company has offered. The policyholder notice is 
headed, in large. boldface type: "IMMEDIATE ACTION REQUIRED." 
But the only reason immediate action is required is because the Company has 

chosen to require it. This scare tactic is unnecessary and unfair. The effect on 
the Company of delaying rate increases a few more months is inconsequential 
compared to the size of the Company's deficit, especially when the Company 

has acknowledged in its Plan that 25% to 40% of its policyholders are already 
paying "If Knew" premiums that are adequate by the Company's own 

assumptions, Moreover, if prompt rate approvals were really a matter of 
urgency for the Company, the Rehabilitator could have developed and filed 
rate increases with the Superintendent and other state regulators in 2020. 

zs Alternatively, it is tautological that any policy "provides coverage greater than or equal to" the coverage that same 
policy would provide in liquidation. But that is not a distinguishing feature of this Plan, only another way of saying 
that liquidation might limit benefits but does not add new benefits that were not already in the policy. 
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It is also an unfair practice for the Company to make a reduction in benefits 
the "default option" for the majority of policyholders, imposing it 

involuntarily on policyholders who have never requested it or who "do not 

clearly mark only one election," 24 and for the Company to make its obligation 

to renew its customers' existing policies depend on the customer's agreement 
to submit to open-ended "self-sustaining" rate increases in Phase Two. The 

Company is forcing policyholders to sign a statement acknowledging that 

their choice is voluntary, but a choice made under these conditions cannot be 
voluntary. 

Ot-der 

Therefore, pursuant to 24-A M.R.S. § 12-A(2-A)(D), the order issued by Superintendent 
Cioppa on February 8 is hereby REAFFIRMED and remains in effect unless vacated or modified 

by the Superintendent or a Maine court of competent jurisdiction: 

Except as provided below, the Company and its principals, employees, and agents shall 
halt disseminating, implementing, or enforcing in this State the "Coverage Election Package" or 

otherwise interfering with the rights of the Company's Maine policyholders or violating the 

insurance laws and regulations of this State, including, but not limited to, notifying Maine 
policyholders of proposed rate or benefit modifications under Maine policies or requesting that 
Maine policyholders select rates or benefits different under Maine policies from those authorized 

by the Maine Superintendent and called for under the terms of the contract, charging additional 

premium, or withholding, delaying or encumbering benefits in whole or in part, until such time 
as otherwise ordered by the Maine Superintendent. 

This Order does not prohibit the Company from filing a premium increase request, or a 

proposed schedule of rates for proposed voluntary policy modifications, for review by the 

Superintendent in the manner prescribed by Maine law with sufficient supporting information to 
enable the Superintendent to determine whether the requested rates are inadequate, excessive, or 
unfairly discriminatory. This Order does not prohibit the Company from sending notices of any 

such filings to policyholders if the notices have been reviewed by the Superintendent for 
accuracy and compliance with Maine law, and have not been disapproved. 

In addition to the relief ordered on February 8, it is further ORDERED: 

The Company shall provide all policyholders who have already made elections, or who 

make elections while this Order remains in force, with a meaningful opportunity to reconsider 
their decisions without penalty, The Company shall not treat any election to reduce benefits as 

binding unless it is the policyholder's affirmative choice and has been made after all options 

offered by the Company and their corresponding premium rates have been approved by the 

I  This might even include policyholders who return an election but mark it as submitted under protest. 
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Superintendent, and after the Company has provided full and accurate notice in compliance with 
this Order and with Maine law, together with a reasonable time to make a decision. 

The Company shall also provide the Superintendent with a list of all policyholders to 

whom a coverage election form was mailed, their respective policy numbers, and their most 
recent contact information in the Company's records. 

Notice of Appeal Rights 

This Decision and Order is a final agency action of the Superintendent of Insurance 
within the meaning of the Maine Administrative Procedure Act. It may be appealed to the 

Superior Court in the manner provided by 24-A M.R.S. § 236,5 M.R.S. §§ 11001 et seq., and 
M.R. Civ. P. 80C. Any party to the proceeding may initiate an appeal within thirty days after 

receiving this notice. Any aggrieved non-party whose interests are substantially and directly 

affected by this Decision and Order may initiate an appeal within forty days after the issuance of 
this decision. There is no automatic stay pending appeal; application for stay may be made in the 
manner provided in 5 M.R.S. § 11004. 

PER ORDER OF THE SUPERINTENDENT OF INSURANCE 

March 17, 2022 
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STATE OF WASHINGTON 
OFFICE OF THE INSURANCE COMMISSIONER 

In the Matter of 

SENIOR HEALTH INSURANCE 
COMPANY OF PENNSYLVANIA, 

Authorized Insurer. 

Order No. 22-0104 

WAOIC No. 69145 
NAIC 76325 

ORDER TO CEASE AND DESIST 

Pursuant to RCW 48.02.080(3)(a), the Insurance Commissioner of the state of Washington 

("Insurance Commissioner") orders the above-named Respondent, and its officers, directors, 

trustees, employees, agents, and affiliates to immediately cease and desist from: 

A. Disseminating, implementing, or enforcing in Washington the "Coverage Election 
Package" sent to Respondent's Washington policyholders, described further below; 

B. Implementing any election or choice made by a Washington policyholder under the 
terms of the "Coverage Election Package," or attempting to enforce such election or 
choice against  any Washington policyholder; 

C. Requesting that Washington policyholders select rates or benefits different from those 
authorized by the Insurance Commissioner and called for under the terms of the 
contract; 

D. Charging Washington policyholders additional premium, or withholding, delaying or 
encumbering benefits in whole or in part, without authorization by the Insurance 
Commissioner; and 

E. Making, issuing, or circulating any "Coverage Election Form" or similar 
correspondence or communication for Washington policies that is false or deceptive; 
contains misrepresentations; and/or is untrue, deceptive, or misleading. 

BASIS: 

1. Senior Health Insurance Company of Pennsylvania ("SHIP") is a Pennsylvania-

domiciled life and disability insurance company that became authorized to issue long-term care 

insurance ("LTC") policies in Washington beginning in 1989. 
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2. In recent years, SHIP experienced financial distress and faced the possibility of 

insolvency. SHIP has approximately 1,204 policies remaining in force that were issued in 

Washington and subject to Washington law. 

3. On April 1, 2019, the Insurance Commissioner issued Order No. 19-0154, 

suspending SHIP's authority to sell, solicit, or issue new policies or certificates of coverage for 

one year, on the basis that SHIP's reported capital and surplus was below the minimum required 

in RCW 48.05.340. The Order provides that the continuation of existing coverages to existing 

members is required during the term of this suspension, and that the Order does not relieve SHIP 

from any pending or accrued reporting, filing, or fee/tax payment required by Title 48 RCW. SHIP 

did not appeal or contest this Order. 

4. On December 21, 2020, the Insurance Commissioner again suspended SHIP's 

authority to sell, solicit, or issue policies or certificates of coverage to new members for one year 

pursuant to Order No. 20-0879. The basis was once more that SHIP's reported capital and surplus 

was below the minimum required in RCW 48.05.340. The Order provides that the continuation of 

existing coverages to existing members is required during the term of this suspension, and that the 

Order does not relieve SHIP from any pending or accrued reporting, filing, or fee/tax payment 

required by Title 48 RCW. SHIP again did not appeal or contest Order No .20-0879. 

5. On January 29, 2020, upon the application of Jessica Altman, the Commissioner of 

Insurance for the Commonwealth of Pennsylvania, the Commonwealth Court of Pennsylvania, in 

docket number 1 SHP 2020, entered an Order of Rehabilitation placing SHIP into rehabilitation in 

accordance with the provisions of Pennsylvania law. 

6. The Order of Rehabilitation appointed Commissioner Altman and her successors 

in office as statutory Rehabilitator of SHIP pursuant to the provisions of 40 P.S. § 221.14, et seq. 

and required the Rehabilitator to prepare a plan of rehabilitation. Commissioner Altman appointed 

Patrick Cantilo as Special Deputy Rehabilitator, with the power to act on the Rehabilitator's behalf. 

7. On April 22, 2020, the Rehabilitator filed her Application for Approval of the Plan 

of Rehabilitation for SHIP and contemporaneously filed a Rehabilitation Plan. 

8. On September 15, 2020, the Insurance Commissioner was granted intervention as 

a party in the Rehabilitation Proceeding. 
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9. The Rehabilitation Plan was approved by a Memorandum Opinion and Order of the 

Pennsylvania Commonwealth Court on August 24, 2021, as amended on November 4, 2021. 

However, the Commonwealth Court did not issue any order purporting to approve premium rates 

under the Rehabilitation Plan until February 2, 2022. 

10. The Insurance Commissioner and the other intervening jurisdictions appealed the 

Rehabilitation Plan to the Pennsylvania Supreme Court (Middle District), No. 71 MAP 201. The 

appeal challenges the Commonwealth Court's asserted authority to approve premium rates and 

vary contractual benefits for the policies at issue even if contrary to the statutes and regulations of 

the states where the policyholders are located. 

11. By Order issued January* 31, 2022, the Pennsylvania Supreme Court denied the 

insurance regulators' request for stay pending appeal of the Rehabilitation Plan. The appeal 

otherwise remains pending before the Pennsylvania Supreme Court. Importantly, the 

Commonwealth Court has never approved nor ruled on the form the of the Coverage Election 

Package, nor discussed state laws and regulations regarding false or misleading communications 

to policyholders in the business of insurance. 

12. In late-January 2022, without authorization by the Insurance Commissioner, and 

prior to any purported approval of premium rates by the Commonwealth Court, the SHIP 

Rehabilitator mailed a "Coverage Election Package" to Washington policyholders which advises 

them of purportedly forthcoming premium and/or benefit modifications that would begin as early 

as April 1, 2022. The "Coverage Election Package" requires Washington policyholders to 

complete and return their election form with a postmark date of no later than March 15, 2022. 

13. The "Coverage Election Package" offers five coverage options to Washington 

policyholders, including downgrading the policy, converting to a basic policy or to an enhanced 

basic policy, converting to an enhanced paid-up policy, and keeping their current policy. Each of 

these benefit changes is also accompanied by premium rate changes relative to the benefits offered 

under the rates and forms currently approved for such Washington policies. If a Washington 

policyholder does not make a coverage election by the March 15, 2022, specified postmark date, 

SHIP will on its own exercise the basic policy coverage option, resulting in a significant benefit 

reduction under a Washington insurance policy. 
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14. Certain provisions of the Coverage Election Package are misleading to consumers. 

Specifically, so-called Option 1 — Downgrade Your Policy, and Option 4 — Keep Your Current 

Coverage, both advertise that their respective Maximum Lifetime Benefit is "Unlimited." 

However, other materials explain that "[p]remium rate increases and policy benefit modifications 

may be required for policyholders who elected Option 1 (Downgrade Your Policy) or Option 4 

(Keep Your Current Coverage) in Phase One," making the claim of unlimited lifetime benefits 

misleading at best. The Coverage Election Package also requires consumers to state that they make 

any election "voluntarily" even though Option 1 is selected for all consumers who do not select 

their own option from the package, and when there is uncertainty regarding the legality of the 

Rehabilitation Plan, as discussed further below. 

15. The "Coverage Election Package" fails to advise Washington policyholders that the 

premium rates and policy modifications under the Rehabilitation Plan are on appeal to the 

Pennsylvania Supreme Court. SHIP thus is requiring Washington policyholders to make final and 

binding coverage elections without any explanation to Washington policyholders about how their 

rates and benefits would be reconfigured if the Rehabilitation Plan is overturned or otherwise 

modified by the court in a manner that affects rates and benefits. 

16. In addition to the pending appeal of the order approving the Rehabilitation Plan 

before the Pennsylvania Supreme Court, injunctions and administrative cease and desist orders 

have been issued against SHIP, enjoining the Rehabilitator from implementing the Rehabilitation 

Plan in multiple jurisdictions. For example, state courts in Louisiana and South Carolina have 

granted preliminary injunctions against SHIP upon finding that the insurance regulator's 

challenges to the Rehabilitation Plan demonstrated a likelihood of success on the merits and that a 

preliminary injunction was necessary to prevent irreparable harm to policyholders. Similar, states 

such as Maine, Ohio, Connecticut, as well as the District of Columbia, have issued administrative 

orders to cease and desist to SHIP regarding the same conduct at issue in this matter. 

17. Despite the substantial legal uncertainty surrounding these ongoing legal 

proceedings, the Coverage Election Package fails to disclose to Washington that pending litigation 

may overturn or modify the Rehabilitation Plan and options afforded to policyholders. Even so, 

the Coverage Election Package asserts that Washington policyholder elections and SHIP-imposed 
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elections are deemed irrevocable even if the Rehabilitation Plan is overturned or otherwise 

modified on appeal. 

18. Even if the rates proposed by SHIP are approvable in Washington, the Coverage 

Election Package fails to adequately inform Washington policyholders that select the policy 

downgrade, the paid-up policy option, or their current policy terms could face more rate increases 

during Phase Two of the Rehabilitation Plan. 

19. On February 2, 2022, the Rehabilitation Court approved SHIP's use of nationwide 

premium rates including in Washington. However, SHIP has not submitted to the Insurance 

Commissioner the premium rates that SHIP intends to use on insurance coverage provided to 

Washington policyholders, beginning as early as April 1, 2022, nor obtained the Insurance 

Commissioner's approval to such rates. SHIP has also failed to make all required regulatory filings 

with the Insurance Commissioner related to SHIP's transaction of insurance in this State, including 

the required filing of all forms prior to use. 

20. Each of the coverage options offered by the Coverage Election Package represents 

either a reduction in the benefits offered by the Washington policies or an increase in premium 

rates, or some combination thereof. None of these modifications of the Washington policies for 

Washington policyholders has been filed with, nor approved by, the Insurance Commissioner for 

Washington State. 

21. The most recent filings by SHIP for Washington included one rate and form filing 

(state tracking numbers 351565 and 351574, respectively), which were filed with the Insurance 

Commissioner on September 21, 2018, and subsequently withdrawn. No filings of either rates or 

forms have been approved for SHIP since at least September 14, 2016, and the five filings since 

then have either been withdrawn or rejected. 

22. Less than one month since the Coverage Election Package was mailed to 

Washington policyholders, at least eight (8) complaints regarding the Coverage Election Package 

have been filed with the Insurance Commissioner on behalf of Washington policyholders, either 

confused by its contents or upset at SHIP's attempt to change contractual benefits, or both. 

23. SHIP's effort to change one particular contractual benefit is especially troubling. 

Certain Washington policyholders have a Lifetime Waiver of Premium for Survivor provision in 

their contracts, which provides, upon death of a spouse, "the surviving person may continue the 
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Policy in force for the rest of his or her life and all subsequent premiums will be waived." This 

provision has been triggered for some of the Washington policyholders in previous years and 

confirmed by the insurer. SHIP's Coverage Election Package, wherein Option 4 — Keep Your 

Current Coverage, requires a billable annual premium of $12,199, is fundamentally incompatible 

with this specific important contractual benefit. 

24. RCW 48.19.010(2) provides that every insurer shall, with respect to disability 

insurance, before using file with the Insurance Commissioner its manual of classification, manual 

of rules and rates, and any modifications thereof except as provided under RCW 48.43.733 or rate 

filing requirements established by a specific statute or federal law. 

25. RCW 48.18.100(1) provides that no insurance policy form or application form 

where written application is required and is to be attached to the policy, or printed life or disability 

rider or endorsement form may be issued, delivered, or used unless it has been filed with and 

approved by the Insurance Commissioner. 

26. RCW 48.02.080(3)(a) provides if the Insurance Commissioner has cause to believe 

that any person is violating or is about to violate any provision of this code or any regulation or 

order of the Insurance Commissioner, he or she may issue a cease and desist order. 

27. RCW 48.30.040 provides no person shall knowingly make, publish, or disseminate 

any false, deceptive or misleading representation or advertising in the conduct of the business of 

insurance, or relative to the business of insurance or relative to any person engaged therein. 

28. RCW 48.30.090 provides no person shall make, issue or circulate, or cause to be 

made, issued or circulated any misrepresentation of the terms of any policy or the benefits or 

advantages promised thereby, or the dividends or share of surplus to be received thereon, or use 

any name or title of any policy or class of policies misrepresenting the nature thereof. 

29. WAC 284-50-020(l) applies Chapter 284-50 WAC to every "advertisement," as 

that term is defined in WAC 284-50-030(1), (7), (8) and (9), unless otherwise specified in these 

rules, intended for presentation distribution, or dissemination in this state when such presentation, 

distribution, or dissemination is made either directly or indirectly by or on behalf of an insurer, or 

insurance producer as those terms are defined in the insurance code of this state and these rules. 

30. WAC 284-50-020(2) provides that every insurer shall establish and at all times 

maintain a system of control over the content, form, and method of dissemination of all 
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advertisements of its policies. All such advertisements, regardless of by whom written, created, 

designed, or presented, shall be the responsibility of the insurer for whom such advertisements are 

prepared. 

31. WAC 284-50-030(1) provides in relevant part that an advertisement for the purpose 

of these rules shall include: (a) printed and published material, audio visual material, and 

descriptive literature of an insurer used in direct mail, newspapers, magazines, radio scripts, 

television scripts, billboards, and similar displays; and (b) descriptive literature and sales aids of 

all kinds issued by an insurer, or insurance producer for presentation to members of the insurance 

buying public, including but not limited to circulars, leaflets, booklets, depictions, illustrations, 

and form letters. 

32. WAC 284-50-050(1) provides that the format and content of an advertisement shall 

be sufficiently complete and clear to avoid deception or the capacity or tendency to mislead or 

deceive. Whether an advertisement has a capacity or tendency to mislead or deceive shall be 

determined by the Insurance Commissioner from the overall impression that the advertisement 

may be reasonably expected to create upon a person of average education or intelligence, within 

the segment of the public to which it is directed. 

33. WAC 284-50-050(2) provides that advertisements shall be truthful and not 

misleading in fact or in implication. Words or phrases, the meaning of which is clear only by 

implication or by familiarity with insurance terminology, shall not be used. 

34. WAC 284-50-060(1) provides in relevant part that no advertisement shall omit 

information or use words, phrases, statements, references, or illustrations if the omission of such 

information or use of such words, phrases, statements, references, or illustrations has the capacity, 

tendency, or effect of misleading or deceiving purchasers or prospective purchasers as to the nature 

or extent of any policy benefit payable, loss covered, or premium payable. 

35. WAC 284-50-070(1) provides that when an advertisement which is an invitation to 

contract refers to either a dollar amount, or a period of time for which any benefit is payable, or 

the cost of the policy, or specific policy benefit, or the loss for which such benefit is payable, it 

shall also disclose those exceptions, reductions, and limitations affecting the basic provisions of 

the policy without which the advertisement would have the capacity or tendency to mislead or 

deceive. 
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36. The Respondent's actions described herein violate Insurance Code provisions that 

include RCW 48.30.040 (false and misleading representations), RCW 48.30.090 

(misrepresentation of policy terms and benefits), WAC 284-50-050(1) and (2), 

WAC 284-50-060(l), WAC 284-50-070(1) (false, misleading, deceptive advertisements), 

RCW 48.19.010(2) (disability rate filing required), and RCW 48.18.100(1) (form filing required). 

NOTICE OF OPPORTUNITY FOR HEARING 

Respondents have the right to demand a hearing in accordance with RCW 48.04.010, 

WAC 284-02-070, and WAC 10-08-110. Respondents have 90 days from the receipt of this Order 

to demand a hearing. If the Insurance Commissioner does not receive a hearing demand from 

Respondent within 90 days from the date Respondent received this Order, Respondent's 

right to a hearing is conclusively deemed to have been waived. 

This Order shall remain in effect subject to the further order of the Insurance 

Commissioner. 

THIS ORDER IS EFFECTIVE IMAMDIATELY AND IS ENTERED at Tumwater, 

Washington, this 1 st day of March, 2022. 

art2 4=•-- 
MIKE KREIDLER 
Insurance Commissioner 

By and through his designee 
6ocu5ign¢d by: 

C 97A40 45A7gE4A1... 

DARRYL E. COLMAN 
Attorney Manager 
Legal Affairs Division 
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AMENDED CERTIFICATE OF MAILING 

The undersigned certifies under the penalty of perjury under the laws of the State of 

Washington that I am now and at all times herein mentioned, a citizen of the United States, a 

resident of the State of Washington, over the age of eighteen years, not a party to or interested 

in the above-entitled action, and competent to be a witness herein. 

On the date given below I caused to be served the foregoing ORDER TO CEASE AND 

DESIST NO. 22-0104 on the following individuals by depositing in the U.S. Mail via State 

Consolidated Mail Service with proper postage affixed to: 

Senior Health Insurance Company of Pennsylvania 
550 Congressional Blvd 
Suite 200 
Carmel, IN 46032 
krickard(a,shipltc.com  

Courtesy Copy To: 

Specialty Deputy Rehabilitator for Senior Health Insurance Company of Pennsylvania 
Patrick H. Cantilo 
Cantilo & Bennett, LLP 
11401 Century Oaks Terrace 
Suite 300 
Austin, TX 78758 
phcantiloAcb-fir n.com  

Counsel for Senior Health Insurance Company of Pennsylvania 
Michael John Broadbent 
Cozen O'Connor 
1900 Market Street 
Philadelphia, PA 19103 
mbroadbent a.cozen.com  

Acting Insurance Commissioner for the Commonwealth of Pennsylvania 
Michael Humphreys 
1326 Strawberry Square 
Harrisburg, PA 17120 
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SIGNED this 1 st day of March, 2022, at Tumwater, Washington. 

C
DocuSigned by:  

'D— 

Kimberly Shoblom 
Paralegal 
Legal Affairs Division 
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STATE OF WASHINGTON 
MIKE KREIDLER 

STATE INSURANCE COMMISSIONER 

OFFICE OF 
INSURANCE COMMISSIONER 

March 1, 2022 

Dear SHIP Policyholder, 

Phone: (360) 725.7000 

I'm reaching out to you to discuss your long-term care insurance company, Senior Health Insurance 

Company of Pennsylvania or "SHIP," and the changes it is asking you to make to your policy. You may 
have received a letter or'Coverage Election Package' detailing some actions the company is telling you 

to make this month. I understand that any changes to your premium or coverage are upsetting and that 

you bought this policy to take care of your needs. I want to share the actions I am taking to try to get 
you the best deal possible in a difficult situation. I also want you to have complete and accurate 

information about this important decision. The company is in serious financial trouble and cannot 
realistically recover. 

The SHIP Receivership 

SHIP is located in Pennsylvania, and the Pennsylvania Insurance Commissioner asked the Pennsylvania 

court to place the company in receivership. There are two options for a company in receivership: 

Rehabilitation or liquidation. In rehabilitation, the company continues to do business and the court 

appointed receiver tries to make changes that will allow the company to become solvent once again. In 
liquidation, everyone agrees that the company cannot recover, and it stops doing business. In addition, 

the policyholder protections of the state's Guarantee Fund Association are triggered. 

Currently, the Pennsylvania court has appointed a receiver that is pursuing rehabilitation and is trying to 

cover the company's $1.2 billion shortfall by cutting benefits and raising premiums. In other words, it is 
looking to its policyholders to shoulder SHIP's financial shortfalls. 

Several states, including Washington, believe this is unfair to policyholders. We have filed an appeal with 

the Pennsylvania Supreme Court to have the rehabilitation plan overturned and require the company go 

into liquidation. Liquidation will make sure more of the benefits you currently have are paid through 
Washington's Guaranty Fund Association. 

Sadly, this is not the first long term care insurance company to be in trouble. Long term care insurance is 

a relatively new insurance product, and it was not priced appropriately when it first began. This means 

there has not been enough premium collected over the years to pay the claims are that are now coming 
due. 

I want to be clear — even if we win our appeal, SHIP will not recover. And even if the protections-of the 

Guarantee Fund Associations are triggered, the total benefits paid to any Washington policyholder will 
be capped at $500,000. You have a difficult choice to make. 
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OFFICE OF INSURANCE COMMISSIONER 

The Coverage Election Package 

SHIP has sent its'Coverage Election Package' to policyholders across the country. However, the 

proposed new premiums and benefit reductions have not been reviewed or approved by my office, as is 

required by Washington state law. In addition, the information presented in these Coverage Election 

Packets is inaccurate. Because of this, I ordered the company to stop soliciting signatures for these 

unapproved changes, and to stop using incomplete and inaccurate information. This action is separate 

from our appeal regarding the rehabilitation plan. 

If you have received,a Coverage Election Package, you need to make the best decision you can for your 

own situation. But I am urging you to carefully consider your choices and respond to SHIP by March 15. 

If you do not respond, by default you may be placed into the option that has the most severe reduction 
in benefits. 

You should also be aware of the misleading descriptions of two options that promise an unlimited 
"Maximum Lifetime Benefit." Unfortunately, these benefit options will NOT be unlimited. The receiver 

knows that policyholders will have to make additional reductions in benefits and increases in premiums 

in the next phase of the rehabilitation plan. It also knows that SHIP will likely be moved into liquidation 
regardless of the reductions policyholders are being asked to make now. The company is insolvent, it is 

not going to recover from its insolvency, and it cannot deliver an unlimited benefit. Your benefits 

offered under this plan will likely be capped at the Washington State Guarantee Fund Association limit 
of $500,000. 

If you need assistance or have questions about what is best for your personal situation, please contact 

your insurance agent. Unfortunately, my office cannot offer specific legal or financial advice. However, if 

you want to file a complaint with my office, please go to www.insurance.wa.gov and be sure to attach 
any letters you have received from SHIP. 

I'm sorry that I do not have better news for you, but I want you to know that I am doing everything in 

my authority to make sure your interests are protected. 

Sincerely, 

arr2 442z&-, 
Mike Kreidler 

Washington state Insurance Commissioner 
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CERTIFICATE OF SERVICE  

I, Michael J. Broadbent, hereby certify that on March 25, 2022,1 caused to be 

served the foregoing REHABILITATOR' S APPLICATION AND PETITION FOR 

ISSUANCE OF RULE TO SHOW CAUSE ON INTERVENORS, THE 

SUPERINTENDENT OF THE MAINE BUREAU OF INSURANCE AND THE 

INSURANCE COMMISSIONER OF WASHINGTON through the Court's 

PACFile system and on all parties listed on the Master Service List. In addition, I 

hereby certify that an electronic copy of the foregoing document will be posted on 

SHIP's website at https://www.shipltc.com/court-documents. 

/s/ Michael J. Broadbent 
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