STATE OF OREGON
DEPARTMENT OF CONSUMER AND BUSINESS SERVICES
INSURANCE DIVISION
OFFICE OF THE DIRECTOR

In the Matter of: ) ORDER WITHDRAWING AUTHORITY,
) CANCELING SURPLUS NOTES, AND
) TERMINATING SUPERVISION
PREFERRED HEALTH PLAN, INC. ) Case No. INS 10-12-003

On November 6, 2008, the Director of the Department of Consumer and Business
Services (director) had reasonable cause to believe and determined that Preferred Health Plan,
Inc. (PHP), an Oregon health care service contractor, was in such condition that its continuation
of business in the manner being conducted was hazardous to the public or to its insureds. The
director, therefore, issued an order on November 6, 2008 (Case No. INS 08-11-001) that set forth
the requirements to abate the conditions and placed PHP under the immediate supervision of the
director for 60 days. Supervision was continuously extended from that date on numerous
occasions and most recently to December 14, 2010, by order dated October 14, 2010 (Case No.
INS 2009-05-002).

The director issued an Order to Cure Impairment dated March 5, 2009 (Case No. 2009-
03-001), which required PHP to cure its impairment and increase capital or surplus, or any
combination thereof, and maintain its capital or surplus, or any combination thereof, of no less
than $2,500,000, on or before May 4, 2009.

Also on May 5, 2009, the director suspended PHP’s certificate of authority pursuant to
ORS 731.414 (Case No. INS 09-04-003). During the period of suspension, PHP was ordered to
not solicit or issue new policies of insurance in this state or assume any Oregon risk. PHP was
also ordered to not issue renewal policies beyond May 15, 2009. The period of suspension was

continuous from the date of the order until rescinded by further written order of the director,

pursuant to ORS 731.426(1).
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PHP submitted a financial statement each month since the Order to Cure Impairment was
issued that reflected capital and surplus below $2,500,000. On December 9, 2010, PHP
submitted a financial statement as of November 30, 2010, that reflected capital and surplus
totaling $541,331. This level of capital and surplus is below the statutory minimum of
$2,500,000 so PHP continues to be impaired.

PHP did not increase its capital and surplus above the statutory minimum of $2,500,000
during the period of supervision.

PHP paid policyholder obligations during supervision. The company paid claims through
May 19, 2010. There have been no valid claims submitted for payment since that date. PHP
management believes all policyholder obligations have been satisfied.

On Monday, December 13, 2010, PHP submitted a request to withdraw its authority to
transact insurance pursuant to ORS 731.410 and ORS 731.512 and a Subordinated Surplus Note
Conversion Agreement to cancel the existing Subordinated Surplus Notes with respect to unpaid
principal and all accrued and outstanding interest.

The director approves PHP’s request to withdraw its authority to transact insurance in
this state pursuant to ORS 731.512 and cancelation of outstanding surplus notes.

Accordingly, the supervision of PHP is terminated.

1448
DATED this ' (f day of December, 2010.

sipger
Director

Department of Consumer and Business Services
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