IN THE CIRCUIT COURT OF THE SECOND JUDICIAL CIRCUIT,
IN AND FOR LEON COUNTY, FLORIDA

State of Florida, ex rel., The
Department of Financial Services of
the State of Florida,

Relator,
V. CASE NO.: 565460
AvaHealth, Inc. d/b/a Key Insurance 8
Plan,

Respondent.

/

THE FLORIDA DEPARTMENT OF FINANCIAL SERVICES’ APPLICATION FOR
ORDER TO SHOW CAUSE, INJUNCTION, AND NOTICE OF AUTOMATIC STAY FOR
PURPOSES OF REHABILITATION AND REQUEST FOR HEARING

The Florida Department of Financial Services (hereinafter the “Department”) hereby
applies to this Court pursuant to Sections 631.031 and 631.051, Florida Statutes, for the
entry of an Order to Show Cause, Injunction, and Notice of Automatic Stay on the
appointment of the Department as Receiver of AvaHealth, Inc. d/b/a Key Insurance Plan
(“Respondent” or “Company”) for purposes of rehabilitation. In support of its

Application, the Department states:

1. This Court has jurisdiction pursuant to Section 631.021(1), Florida Statutes,
and venue is proper pursuant to Section 631.021(2), Florida Statutes.

2. Respondent is a corporation authorized pursuant to the Florida Insurance
Code to transact business in the State of Florida as a life and health insurer since
September 22, 2005. Respondent’s principal place of business is located at 5440

Mariner Street, Suite 110, Tampa, FL 33609.



3. On March 22, 2012, the Office of Insurance Regulation (“Office”) entered
an Order suspending Respondent's Certificate of Authority based upon several
violations of the Florida Insurance Code including financial impairment. A copy of the
Order is attached as Exhibit “A.” Respondent has timely filed a Petition for
Administrative Hearing challenging the suspension order. On April 24, 2012, the Office
referred the Petition to the Division of Administrative Hearings. A copy of the Petition is
attached as Exhibit “B.”

4. Section 631.021(3), Florida Statutes, provides that a delinquency
proceeding pursuant to Chapter 631, Florida Statutes, constitutes the sole and
exclusive method of liquidating, rehabilitating, reorganizing, or conserving a Florida
domiciled insurer.

5. Under Section 631.031, Florida Statutes, the Department is empowered to
apply to this Court for an Order directing the Respondents to show cause why the
Department should not be appointed Receiver of the Respondents for the purposes of
rehabilitation under any of the grounds set out in Sections 631.051, Florida Statutes.
Section 631.031, Florida Statutes, further provides on the return of such order to show
cause, and after full hearing, the Court shall either grant or deny the application together
with such other relief as the nature of the case and the interests of the policyholders,
creditors, stockholders, members, subscribers, or public may require.

6. Pursuant to Section 631.031(1), Florida Statutes, by letter dated May 1,
2012, Kevin McCarty, Commissioner of the Office of Insurance Regulation, advised

Florida’s Chief Financial Officer Jeff Atwater that the Office concluded grounds existed



for the initiation of delinquency proceedings against Respondent. A copy of the letter is
attached as Composite Exhibit “C.”

7. Based on the documentation received from the Office, the Department has
determined that grounds for Respondent’s rehabilitation exist pursuant to Section
631.051, Florida Statutes. The basis for the determination is summarized as follows:

A. The Respondent does not comply with the minimum capital and
surplus requirements of Section 624.408, Florida Statutes, and therefore, is impaired.

B. On April 25, 2012, Respondent submitted their March 31, 2012
monthly financial statement. A copy of the March 31, 2012 monthly financial statement
is attached as Exhibit “D.” On March 31, 2012, Respondent was required by Section
624.408, Florida Statutes, to have capital and surplus of one million and five hundred
thousand U.S. Dollars ($1,500,000). Respondent’s March 31, 2012 monthly financial
statement reported capital and surplus of one million one hundred forty-one thousand
four hundred and twelve U.S. Dollars ($1,141,412).

C. The capital and surplus reported by Respondent on March 31, 2012
was three hundred fifty-eight thousand five hundred eighty-eight U.S. Dollars ($358,588)
below the statutory amount required by Section 624.408, Florida Statutes.

D. On April 25, 2012, the President of Respondent e-mailed the Office
acknowledging the company's failure to meet minimum statutory requirements and
reporting that additional capital had been infused into the company. A copy of the e-
mail is attached as Exhibit “E.” On April 30, 2012, the President reported to the Office

that the capital infusion had not been made.



E. Based on the above findings, the Office has determined that
Respondent is impaired or insolvent. Thus, grounds for issuing an Order for entry into
receivership exist under Sections 631.051(1), Florida Statutes.

8. In addition, the Department has determined that grounds for Respondent’s
rehabilitation exist under Section 631.051, Florida Statutes, in that Respondent is found
by the Office to be in such condition, as to render its further transaction of insurance
hazardous to its policyholders, creditors, stockholders, or the public. The basis for this
determination is summarized as follows:

A. On December 30, 2011, the Office received copies of resignation
letters from three members of Respondent’s board of directors. On January 19, 2012,
the Office received a copy of a resignation letter from a fourth board member.

B. On April 2, 2012, the Office learned that all individuals previously
acting in the capacity of corporate officers for Respondent had been replaced with new
officers. The Office required Respondent’s new management team to submit pro-forma
financial statements projecting the future financial condition of Respondent.

C. On April 19, 2012, Respondent filed the pro-forma financial
statements with the Office. The Office reviewed the pro-forma financial statements and
determined that they were not sufficient to support the company’s Florida plan of
business operations.

9. Section 631.041(1), Florida Statutes, provides that the Department's
Application for an Order to Show Cause operates as an automatic stay of certain
actions. Notice of the automatic stay should be contained within the order to show

cause. However, the Court order should provide that regulatory actions against



Respondent by any regulatory body shall not be stayed. Section 631.041(3) and
631.041(4), Florida Statutes, authorize this Court to enter certain injunctions to preserve
the remaining assets of the insurer.

10. ltis in the best interest of Respondent, its creditors and insureds that the
relief requested in this Application be granted.

WHEREFORE, the Florida Department of Financial Services respectfully moves
this Court for an Order:

A. Directing Respondent to appear before this Court on a short day certain
and show good cause, if any, as to why the Department should not be appointed
Receiver of Respondent for purposes of rehabilitation under the provisions of Chapter
631, Florida Statutes.

B. Requiring Respondent to file a written response along with any defenses it
may have to the Department’s allegations no later than twenty (20) days after the
service of any Order to Show Cause issued by this Court and at least fifteen (15) days
prior to hearing.

C. Directing that in order to protect the interests of policyholders, creditors,
and the public generally, pending the adjudication of this matter and to protect and
preserve the assets, books, and records of Respondent pending hearing on the
Department’s petition pursuant to Section 631.041(3) and 631.041(4), Florida Statutes,
all persons, firms, corporations, associations and Respondent’s affiliates as defined by
Section 631.011, Florida Statutes, all persons, and all other persons or entities within
the jurisdiction of this Court, including, but not limited to, Respondent and its officers,

directors, stockholders, trustees, members, agents, and employees to be enjoined and



restrained from removing, destroying, or otherwise disposing of any documents, books,
records, or assets of Respondent (or pertaining to Respondent), from doing, through
acts of commission or omission, or permitting to be done any action which might waste
or otherwise dispose of the books, records, and assets of, or directly or indirectly
relating to, the Respondent; from denying the Department access to the books, records,
and assets of, or directly or indirectly relating to, the Respondent; from in any manner
interfering with the Department or the conduct of these proceedings, from the removal,
concealment or other disposition of the property, books, records, and accounts of, or
directly or indirectly relating to, the Respondent; from commencement or prosecution of
any actions against the Respondent, or the obtaining of preferences, judgments, writs of
attachment or execution against Respondent or its property or assets. However,
regulatory actions against Respondent by any regulatory body should not be stayed or
enjoined;

D. Directing that the Department be given authorization to conduct, at its
discretion, either an investigation authorized by Section 631.391, Florida Statutes, of
Respondent and its affiliates, as defined above, to uncover and make fully available to
the Court the true state of Respondent’s financial affairs. In furtherance of this
investigation, Respondent and its parent corporation, its subsidiaries, affiliates including
but not limited to the Respondent’s affiliates as set out above, should be required to
make all books, documents, accounts, records, and affairs, which either belong to or
pertain to the Respondent, wherever located, available for full, free and unhindered
inspection and examination by the Department during normal business hours (8:00 a.m.

to 5:00 p.m.) Monday through Friday, from the date of this Order. This investigation



should include a full complete examination of any and all reviews, compilations, audits
or any other work of whatever nature performed by any accounting firm to include all
work papers, on behalf of, related to or in any way connected with Respondent, its
affiliates and/or Respondent’s corporate structure and affiliations. Respondent and its
affiliates should be ordered and enjoined to cooperate with the Department to the fullest
extent required by Section 631.391, Florida Statutes. Such cooperation should include,
but not be limited to, the taking of oral testimony under oath of Respondent’s officers,
directors, managers, trustees, agents, adjusters, employees, or independent contractor
of Respondent is affiliates and any other person who possesses any executive authority
over, or who exercises any control over, any segment of the affairs of Respondent in
both their official , representative and individual capacities and the production of all
documents that are calculated to disclose the true state of Respondent’s affairs.

E. Directing that any officer, director, manager, trustee, agent, accountants,
adjuster, employee, or independent contractor of Respondent and any other person
who possess any executive authority over, or who exercises any control over, any
segment of the affairs of Respondent to fully cooperate with the Department as required
by Section 631.391, Florida Statutes, and as set out in the preceding paragraph.

F. Directing that the failure of Respondent and its affiliates and all other
persons or entities within the jurisdiction of this Court, to cooperate with the
Department’s investigations as required by Section 631.391, Florida Statutes, and that
failure to comply with any Order to Show Cause issued by this Court shall result in the

immediate entry of an order of rehabilitation.



G. Giving notice of the automatic stay provisions of Section 631.041(1),
Florida Statutes.

H. Directing the Officers and Directors of Respondent to comply with the
provisions of Section 626.9541(1)(w), Florida Statutes; and

l. Granting such other relief as the Court deems appropriate.

AND FURTHER, at hearing or on consent of Respondent, if this Court
determines that a receiver should be appointed, the Department moves this Court for
entry of its Order of Rehabilitation attached to this Application as Exhibit “F”.

—cd
RESPECTFULLY SUBMITTED on this 3'— day of May, 2012.
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ROBERT V. ELIAS, CHIEF ATTORNEY

Florida Bar No. 530107

TIMOTHY L. NEWHALL, DEPUTY CHIEF ATTORNEY
Florida Bar No. 391255

ERIC S. SCOTT, SENIOR ATTORNEY

Florida Bar No. 911496

LOURDES M. CALZADILLA, SENIOR ATTORNEY
Florida Bar No. 139408

Florida Department of Financial Services

Division of Rehabilitation and Liquidation

2020 Capital Circle SE, Suite 310

Tallahassee, Florida 32301

(850) 413-4513 — Telephone

(850) 413-3992 — Facsimile
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MAR 22 2012

OFFICH Uy
- INSURANGE: FEGUILATION
OFFICE OF INSURANCE REGULATION Docksted by~

Kevin M. McCarty
Commissioner

IN THE MATTER OF: A

CASE NO.: 124309-12
AVAHEALTH, INC,, D/B/A
KEY INSURANCE PLAN

TO: Bruce W. Frieman

AvaHealth, Inc., d/b/a Key Insurance Plan

5440 Mariner Street

Tampa, Florida 33609

THIS CAUSE came on for consideréﬁon as a result of a review by the OFFICE OF
INSURANCE REGULATION (hereinafter-"-referred to as the “OFFICE”) of the financial
condition of AVAHEALTH, INC., D/B/A KEY INSURANCE-PLAN (hereinafter referred to as
“AVAHEALTH”). The OFFICE, having considered this matter and being fully advised in the
premises, finds as follows:

1. The OFFICE has jurisdiction over the subject matter and parties to this
proceeding.

2, AVAHEALTH is a domestic life and health insurer authorized to do business in
Florida and subject to regulation by the OFFICE, pursuant to the Florida Insurance Code.

3. Based on the January 31, 2012 Monthly Statement (attached as Exhibit “A”),

AVAHEALTH is impaired by six hundred eighty eight thousand seven hundred ninety six U.S.
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Dollars ($688,796). In order to correct this, on Friday, March 16, 2012, the OFFICE sent a letter
to AVAHEALTH informing them that, in order to be in compliance with the capital and surplus
requirements of the Florida Insurance Code, the company must deposit one million U.S. Dollars
(51,000,000) by 12:00pm, Tugsday, March 20, 2012. The OFFICE received notification from
AVAHEALTH on Tuesday, March 20, 2012, that the money was deposited; however, thréugh
verbal communications it was discovercd that the only signatory authority on the account is Enoc
Martinez, and AVAHEALTH does not have actual contfol over the account. Since
AVAHEALTH does not have actual control over the account, the money is not availablé for the
payment of claims, and therefore is a non-admitted asset and cannot be counted towards the
capital and surplus requirements of the company. Therefore, AVAHEALTH is impaired in
violation of Section 624.408, Florida Statutes. |

4. All three officers reported on AVAHEALTH’s September 30, 2011 quart_erly
financial statements have resigned and are currently working for AVAHEALTH as “At-Will
- Independent Consultants.” AVAHEALTH’s December 31, 2011 and J anuars' 31, 2012 monthly
financial statements report Enoc Segundo Martinez, one of the indirect owners of AVAHEALTH
as President. Mr. Martinez does not have sufficient insurance experience to successfully operate
AVAHEALTH. Therefore, AVAHEALTH does not currently have sufficient and qualified
officers.

5. In Consent Order No. 116802-11-CO (attached as Exhibit “B”), in which the
OFFICE approved the acquisition of AVAHEALTH by Key Insurance Plan, Inc., projected
financial information dated May 13, 2011, was submitted, stating that contributed cdpital in the
amount of five million U.S. Dollars '($5,000,000) would be infused into AVAHEALTH during

January of 2012. This contribution was a material element to support AVAHEALTH’s 2012
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growth and the OFFICE’s approval of the acquisition transaction. The capital contribution was
not made in January in accordance with the May 13, 2011 projected financial information,

6. Section 624.418(1)(a), (b) and (d), Florida Statutes, state that the OFFICE sﬁall
suspend the Florida Certificate of Authority of any insurer determined to be “in unsound

3% 4

financial condition,” “using such methods and practices in the cqnduct of its business as to
render its further transaction of insurance in this state hazardous or injurious to its
policyholders,” or any insurer who “no longer meets the requirements for the authority originally
granted.”

7. Based on the facts laid out above, the OFFICE hereby finds that AVAHEALTH is
in unsound financial condition, is using such methods and practices in the conduct of its business
és to render its further transaction of insurance in this state hazardous or injurious to its -
policyholders, and no longer meets the requirements for the authority originally grant¢d.

IT IS THEREFORE ORDERED THAT:

1.‘ The Certificate of Authority of AVAHEALTH shall be immediately suspended
until such time as AVAHEALTH is in full complianc¢ with the Florida Insurance Code

2. Pursuant to Section 624.421(4), F lorida Statutes, in the event that AVAHEALTH
does not present satisfactory evidence to the OFFICE that AVAHEALTH is in full compliance
with the Florida Insurance Code within two (2) years, AVAHEALTH’s Certificate of Authority
shall be deemed to have expired as a matter of law as of two (2) years from the date of
suspension, or upon fajlure of the insurer to continue the certificate during the suspension period
in accordance withd’Section 624.421(2), Florida Statutes.

3. Effective upon the date of execution of this Order by the OFFICE, AVAHEALTH

shail:
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a. Cease writing any and all new or renewal direct business in the State of
Florida, and issue no new insurance policies in Florida.

b. Not assume any risks located in the State of Florida.

c. Immediately notify all of its agents in writing that they are not to place any |
new or renewal business with AVAHEALTH in the State of Florida.

d. Continue to file with the OFFICE all documents and information required by
the Florida Insurance Code, and to pay all fees and taxes as if the Certificate
of Authority had continued in full force pursuant to Section 624.421(2),
Florida Statutes.

e. Continue to honor all claims and liabilitiés arising under its contractual
obligations pursuant to policies issued in the State of Florida.

4. The OFFICE will retain continuing jurisdicﬁon over AVAHEALTH or its
successor to enforce the provisions of the Florida Insurance Code applicable to the saﬁsfaction of
past, current or future claims, liabilities or other obligations of AVAHEALTH which have arisen
or may arise in the State of Florida, and to enforce the provisions of this Order.

5. In the event AVAHEALTH fails to comply with any provision of this Ordér, the
OFFICE may impose upon AVAHEALTH such further administrative penalties or other

appropriate remedies as authorized by the Florida Insurance Code.
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WHEREFORE, subject to the terms and conditions set forth above, the Florida
Certificate of Authority of AVAHEALTH, INC., D/B/A KEY INSURANCE PLAN is hereby
SUSPENDED. FURTHER, all termis and conditions contained herein are hereby ORDERED.

DONE and ORDERED this &9/ day of March, 2012.

%/M/ Yy

Kevin M. McCarty, Comrmss:o{ef
Ofﬁce of Insurance Regulation
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CERTIFICATE OF SERVICE

[ HEREBY CERTIFY that a true and cotrect copy of this Order was sent by Certified Mail to
Mr. Bruce W. Frieman, AvaHealth, Inc., d/b/a Key Insurance Plan, 5440 Mariner Street, Tampa,
Florida 33609, this 992 day of March, 2012.

ssistant General Counsel
Florida Office of Insurance Regulation
200 East Gaines Street
Tallahassee, Florida 32399-4206
(850)413-4169
Catharine.schoenecker@floir.com
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NOTICE OF RIGHTS

Pursuant. to Sections 120.569 and 120.57, Florida Statutes, and Rule Chapter 28-106, Florida
Administrative Code (F.A.C.), you may have a right to request a'proceeding to contest this action by the
Office of Insurance Regulation (hereinafter the “Office”). You may request a proceeding by filing a
Petition. Your Petition for a proceeding must be in writing and must be filed with the General Counsel
acting as the Agency Clerk, Office of Insurance Regulation. If served by U.S. Mail the Petition should be
addressed to the Florida Office of Insurance Regulation at 612 Larson Building, 200 East Gaines Street,
Tallahassee, Florida 32399-4206. If Express Mail or hand-delivery is utilized, the Petition should be
delivered to 612 Larson Building, 200 East Gaines Street, Tallahassee, Florida 32399-0300. The written
Petition must be received by, and filed in the Office, no later than 5:00 p.m. on the twenty-first (21) day
after your receipt of this notice. Unless your Petition challenging this action is received by the Office
within twenty-one (21) days from the date of the receipt of this notice, the right to a proceeding shall be
deemed waived. -Mailing the response o the twenty-first day will not preserve your right to a hearing.

If a proceeding is requested and there is no dispute of material fact, the provisions of Section 120.57(2),
Florida Statutes, may apply. In this regard you may submit oral or written evidence in opposition to the
action taken by this agency, or a written statement challenging the grounds upon which the agency has
relied. While a hearing is normally not required in the absence of a dispute of fact, if you feel that a
hearing is necessary, one may be conducted in Tallahassee, Florida, or by telephonic conference call upon
your request.

If you dispute material facts which are the basis for this agency's action, you may request a formal
adversarial proceeding pursuant to Sections 120.569 and 120.57(1), Florida Statutes. If you request this
type of proceeding, the request must comply with all of the requirements of Rule Chapter 28-106.2015,
F.A.C., including but not limited to:

a) A statement requesting an administrative hearing identifying those material facts that are in
dispute. If there are none, the petition must so state; and

b) A statement of when the respondent received notice of the agency’s action.
These proceedings are held before a State Administrative Law Judge of the Division of Administrative
Hearings. Unless the majority of witnesses are located elsewhere, the Office will request that the hearing
be conducted in Tallahassee.
In some instances, you may have additional statutory rights than the ones described herein.
Failure to follow the procedure outlined with regard to your response to this notice may result in the

request being denied. Any request for administrative proceeding received prior to the date of this notice
shall be deemed abandoned unless timely renewed in compliance with the guidelines as set out above.
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STATEMENT AS OF JANUARY 31, 2012 OF THE AVAHEALTH, Inc.
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STATEMENT AS OF JANUARY 31, 2012 OF THE AVAHEALTH, Inc.
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STATEMENT AS OF JANUARY 31, 2012 OF THE AVAHEALTH, inc.

STATEMENT OF REVENUE AND EXPENSES
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STATEMENT AS OF JANUARY 31,2012 OF THE AVAHEALTH, inc,

Currend Year
Lo R—

OAPITAL AND SURPLUS ACCOURT

STATEMENT OF REVENUE AND EXPENSES (Continued)
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STATEMENT AS OF JANUARY 31, 2012 OF THE AVAHEALTH, Inc.

CASH FLOW
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STATEMENT AS OF JANUARY 31,2012 OF THE AVAHEALTH, inc.

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS
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~ INSURANGE BESULATION
Deoketad by, —

OFFICE OF INSURANCE REGULATION

KBVIN M. MCCARTY
COMMISSIONER

IN THE MATTER OF: CASENO.: 116802-11-CO

Applioation for the Acquisition of all the
Issued and OutstandingVoting Seourities of
AVAHEALTH, INC,, a Domestic Insurer, by
KEY INSURANCE PLANS, INC.

/

CONSENT ORDER

THIS CAUSRE came on for consideration upon the flling with the OFFICE OF
INSURANCE REGULATION ( hereinaftor referred to a5 tho “OFFICE") of aﬁ application for
approval of the acquisition ‘of alt of the lssued and outstanding voting deousltles of
" AVAHBALTH, INC,, (heroinafler referted to as "COMPANY™), a domestio insurer, by KEY
INSURANCE PLANS, INC. (herotnaftor roforred to as “APPLICANT") pursuant to Seotion
628.461, Florida Statutes.  Following & compl.cto roview of the entlre record, and upon
cansideration thereof, and being otherwise fully advissd in the premisss, the OFFICE finds as
follows:

1. The OFFICE hes jurisdiction over the subjeot matter and the perties to this

proceeding,

2 APPLICANT has appled for, and subject to the prosent and continuing

sutisfaotion of the requirements, terms and conditions established herein, has satisfactorlly met
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all of the conditlons precodont for the granting of appsoval by the OFFICE of the proposed
acquigition of all of the outstanding capltal stook of COMPANY.

3 APPLICANT is a Florida corporation that Is one hundeed poreent (100%) owned
by CUSP, LLC (hetelnafter roferred to as “CUSP™) a limited Hability company. The application
reprosents that CUSP has as iﬁ managers the following Individuale: Pedro Carelto, Matlo Paeg,
- Ertiesto Utdanéta and Bnoo Segundo Martlnez, The applicntlon also represents that Bruce

Friemen is n manager at large for CUSP. Said ropresentations ars materlal to the issuanoe of this
Consent Order, ‘ )

4 COMPANY ig a llensed life and health insurer domiciled in the stats of Florida
and 18 ohe hundred peroent (106%) owncd by AVALON HEALTHCARE HOLDINGS, INC.
(herelnaﬂer reforrod to a8 “AHH" or “SELLER"), a Florida corporation.

5. On March 14, 2011, CUSP ettered into a Stock Purchase Agreement with
SBLLER, which was subssquently amended and restated and filed with the OFFICE on May 27,
2011, whereby CUSP or its designee would acquire all of the fssued and outstandlng capital
stook of COMPANY, CUSP has toprosented thut its designes shall be APPLICANT, The
aforementioned fepresentaﬁon Is materdal to the Issuance of this Consent Order. Information is

_nissing ﬂo‘m'Section 2.4 (vil), Schedule A ard the Digolosure Sohedulo that form the Amended
and Restat.ed Stock Purchase Agresment, API;LICANT shall submit an executed copy of the
Amended and Restated Stock Purchase Agreemont to the OFFICE for the OFFICR's review‘
within three (3) business days from the olosing of the acquisition of COMPANY by the
APPLICANT. The executed Amonded and Restated Stock Purchase Agreement submitted to the
OFFICE shall contain tho missing informetion within Sectlon 2.4 (vil), Schedule A, tho

Disolosure Schedule and any other sohedules, exhibits or related doouments that effectuate the
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Amendod and Rostated Stock Puschase Agwement' APPLICANT, SELLER and COMPANY
agreo that the OFFICE's approval of the aoquisitlon of COMPANY by APPLICANT is-
conditioned upon the OFFICE's resslpt and accoptance of the executed Amended and Restated
Stook Purchase Agreement, APPLICANT, SELLER and COMPANY further agree that this
Consent Order shall be deemed vold should the OFFICE find the excouted Amended and
Restated Stook Purchase Agreoment to be unagoeptable, ' i

6. Pursoant to Schedule 22 of the Amended and Resteted Stock Purohass
Agmem;ant, the Hability of APPLICANT s limltsd; howover, APPLICANT agrees that it is
acquiring all of the lasued and capital stock of COMPANY und the aforementioned Hability
limitation shall only ssrve to réduce the adjusted purchase price of COMPANY. APPLICANT
and éUSP agtee that APPLICANT chall be responsible for all labilitles, of a'ny> kind, on behalf
of COMPANY and APPLICANT shali pay all legltmate labilities of COMPANY in a timely

“manner regarclesy of any relmbursement it may or may not recelve pursuant to'Schedule 2.2 of

the Amended and Restated Stook Purchase Agreement. Additionally, the parties agree that the
purchase price of the COMPANY shall be pald by CUSP or APPLICANT,

7. Conourrent with the acqulsition, the applivation represents that COMPANY shall

chenge its neme to *Key Insurance Plan, Ino,”, Final approval of the name change 1y subject to

. the recelpt of a Corlificate of Status issued by the Florida Offlce of the Secretary of State

refleciing the nanio change, a8 wall &s any other required documentation to validale & name

change.

"8, APPLICANT and CUSP havo mado materle] representations that none of thelr
officers, di,reetors, managers and shercholders holding five pereent (5%) or greator owngrship

interest and none of the post-acquisition officers and directors of COMPANY have besn found
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guilty of, or have pleaded guilty or nolo contenders t'o, a felony or 8 mixdemeanor, other than a
minor traffic violation, without regard to whethor a judgment of conviction was entered by the
Coutt, '

9, APPLYCANT and CUSP reprosent thnt they have, with the exception of Rnoc

Segundo Martinoz, submitted complete background informatlon on each of the persons deserlbod

in paragraph eight (8) above, and that If such material informatlon has not been provided, any

swoh individual shall be temoved withln thirty (30) days of revelpt of notification flom the
OFFICE. |

10.  APPLICANT and/or CUSP shall submit or cause to be submitted to the OFFICE
& blogtaphical affidavit, authorlty for veleaso of infoymation form, ﬁnger print cards and
background invesigative report for Enoo Segundo Martines within thitty (30) days of the dl;te of
the exeontion of this Consent Quder, If the buckground information for Bnoo Segundo Martinez
(biographical affidavit, authority for reloase of information form, fingoerprint cards, background
invostigative report) furnished to tho OFRICE or other sources uiilized by fhe QFFICRE in its
Investigation process reveal the xepresentations regarding Enoc Segundo Mattinez in paragraph
;‘,ight (8) above ate inacourate, Enco Segundo Martinez shall be removed within thivty (30) days
. after notification by the QFFICE and replaced with a person acosptable to the OFFICE.

11, APPLICANT and CUSP agres ihai upor recelpt of such notifleation fiom the
OFFICE, pursuant to paragraphs nine (9 and ten (10) above, If APPLICANT and/or CUSP does
not timely take the required corrective action, APPLICANT and/or CUSP agree that such fallure
to sot would constitute an lmmedlata danger to tho public and the OFFICE may immediately
suspend or revoke the Costificate of Authority of COMPANY, without further proveedings
putsuant to Seoetlons 120,569(2)(n) and 120,60(6), Florida Statutes,
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12.  APPLICANT has filed, and the OPFICE has relied upon the ropresentations in the
Plan of Operatlon and the Plan of Operation’s supporting documents that APPLICANT

submitted with the ‘applicaﬂon. Priot written approval must be scoured from the OFFICE priof to

- any materlal deviation ftom sald Plan of Operation, inoluding expansion inte any other state,

13, As requited by Seotion 624.424, Florida Statutes, COMPANY has not filed
oomplete audited financlal reports for 2009 or 2010, Therefore, COMPANY shall fils with the

OFFICR within alxty (60) days from the closing of the acqulsition of COMPANY by

APPLICANT, a completo audited financlal report pursi:ant to S¢otlon 624,424, Flotida Statutes,

for the year ended Docember 31, 2010, The report shall include, but not be limited to, an

lndependent financial audit as of December 31, 2010, Fusther, COMPANY shal! not market or
entoll any new buulr;ess untll the 2010 independent financial audit has been filed with the
OQFFICE and the OﬁFICE has provided written approval {o résume marketing and enrollment,

14, COMPANY shall amend and/or coraplete its 2010 Health Blank Financial
Statement that was filed with the Natl;nal Asgooclation of Insurance Commissionets, Inoluding
wll relatod teports and documents, to be conslstent with the financlal audit referenced in
patagraph thirteen (13) above. Such amendment shall be filed with the Natlonel Assoolation of
Insurance Comtnissioners and the QOFFICE within 1en (10) days of the filing of the financial
audit referonced In parageaph thirteen (13) a.bove with the ORFICE,

15, - APPLICANT ropresents that the Information and dooumentation provided to the
OFFICE nooutately und complotely deac.rlbo alk tremsactlons. and agreemonts pertaining to the
acquisition and the future activities of APPLICANT and COMPANY, APPLICANT represents
that there ate no other agreements, wrltton or oral, related to consideration 1o the SBLLERS or

related to the management of the COMPANY that have not been provided to the OFFICE,
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16.  APPLICANT and SBLLER agree to 'obtgin wiltten approval from the OFFICE

‘ priot to any materlal changes made to the Amended and Restated Stock Purchase Agteement

from the date it way submitted to the OFFICE to the olosing date of thol ecquisition of
COMPANY by APPLICANT,

17.  APPLICANT end/or COMPANY shall provide to the OFFICE en acceptftble
oxoouted disaster coordination/response plan within thirty (30) days of the date of the exesution
of this Consent Order,

18, . APPLICANT shall provide evldénce of a four million, flve hundred thousand
U8, Dollars ($4,500,000) capital infuslon into COMPANY within three (3) business days of the
closing of the acquisition of COMPANY by the APPLICANT,

19, APPLICANT, SELLER and COMPANY agtoo that thia Consent Ordor shall ba _

. deomed void should closing not take place within five (5) businass days from the date of the

exeoution of this Congent Oxder.

20.  APPLICANT hes flled pro forma financlal statements for COMPANY that
indicato that, in addltion to the capltal Infusion referenced in paragraph elghteen (18) above,
APPLICANT will need to provide additional capital infuslons Into COMPANY . Without said

oapital infusions, the pro forma's refleot that COMPANY would be both impairad, pursuant to

Seotion 624,408, Plorida Statutes, and In noncomplisnce with the writing ratlo requirements
outlined in Seotion 6244095, Flosida Statutes, CUSP shall provide additional eaphtal infusions,

a3 neoessary, in ordet to maintain compliance with Florida Statutes. Sald capital infasions aro

materlal to the approval of this transaotion,
21, COMPANY shall file with the OFFICE quarterly and annual financiaf statements
in ancordanve with Seotion 624,424, Florida Statutes, COMPANY shall file monthly financial
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staternents vntll farther notleo from the OFPICE, The monthly financial statéments are due on
or-bofors the twenty-fifth (25") day of tho following month from the perlod ending date. ‘The
maonthly finanolal statements shall inolude the Jurat page, Assets, Liabilities, Capital and
Surplus, Statement of Revenue and Bxpenses, Cash Flow and Exhibit of Premiums, Bncoliment
end Utilization, Tho Stafement of Revonus and Bxpenses and Cash Flow shall bs filed on a
cumulative yeasto-date basis for monthly statements, All statemonts shall bs in the current
Nﬁﬂonal Assopiatlion of Inswrance Commissioners form. The COMPANY may petition the
QFFICE to releass COMPANY from {ts obligation to flle monthly financlal statements. The
OFFICE shall not unreasonably deny COMPANY's potltion regarding monthly financial
. statement requirements,

22, COMPANY is subject to the holding company reglsiration requirements of Rute
G90-143.045 through Ruls 690-143.047, Florida Administrative Code. COMPANY shall file a
lioldlng compary reglsiration statoment with the OFFICE within fiftcen (15) days aftor the end
of the month in which COMPANY Iy acquired by APPLICANT, COMPANY shall keep the
holding company registration statement current.  Affiliates shell mean any entitios defined by
. Ruls 690-143.043 Plorida Administrattve Code and Includes CUSP, LLC,

23, COMPANY shall comply with Seotion 628,371, Florlda Statutes, and Rule 690~
143,047, Riorlds ‘Adminislratlvc Codo 23 relates to the payment of any dividends,

24,  COMPANY shall obtain written approval frém the OFFICE prior to meking any
loans or cash Infusiona to affiliates,

25, Within sixty (60) days [fom the date of tho execution of this Consent Order,
COMPANY shall file with the Division of Insurance Fraud, Department of Financlal Services,
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an accuptable updato fo its antl-fraud plen pursuant to Seotion 626.9891, Florida Statutes and
Rule 69D-2, Florida Administrative Code,
26, COMPANY shall submit all managemont coniracts, administrative service
 conitaots, provider contracts, and affilisted contracts, as well as amendmenis to such contraots,
to the OFFICE for wiltten approval prlor to the oxecution and/or consummation of such
contract,

27, Tho doadlines set forth In this Consent Otder may be extended by written
approval of the OFFICE, Additlonally, the varlous reporting requirements and any other
provision or requiresaent get forth in this Congent Order may be altered or terminated by written
approval of the OFFICE. Apptoval of any deadline extonsion is subject to statutory or
administrative regul_atlon Hmitatlons.

28, Approval of this apploation dooa not alter or vacate any exlsting chusenlt
Ordor(s) or corrective aotion plan(s) that mey have been entered Into or belween the ORFICE
and COMPANY, oxcopt to the extent that the tetms of prior Consent Qrders ot corrective aotlon
plans confliot with tile tertns of this Consent Order,

29,  APPLICANT, CUSP und SELLER affirm and represent that all requirements set
forth hereln, and all statements, explanations, roptogentations, and documents provided 1o the
OFFICE in conngction with the application, including ell attachments and supplements thercto,
are material to the issuance of this Consent Order. APPLICANT, CUSP -and SBLLER further
affirin and represeﬁt"that the information, documents and explanations provided to the OFFICE
aro trus and fully doscribe all tiansactions, agresments and undemk{ngs with regard to the
acqulsition and future operation of COMPANY,
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30.  BExccutive Order 13224 gigned by Presldent George W, Bush on Septetmber 23,
2001, blocks the assets of terrorlsts and terrorist support organizations identified by the United
Staté Department of the Treasury, Office of Forelgn Assets Control, The Bxecutive Qrder also
prohibits any transactions by U.8. petsons Involved in the blocked assets and intorosts, The list
of identifled torrorists apd terrorist support organizations is perdodically updated at the Treasury
Depertment’s Office of Forelgn Assets Conirol website, bitny//www.ireus.gov/ofue, COMPANY
sha]lb muintain and adhere to procedures necessary 1o detect and prevent prohibited transactions
with individuals and entities wh'ioh have been Jdentified at the Treasury Department’s Office of
Foreign Assets Cortrol wobslte,

31,  APPLICANT, CUSP, BEITLER, and/or COMPANY shall xeport to the ORFICR
withln sixty (G0) days from the date of the exwutiox} of this Consent Order & ourtification
evidenoing compliance with afl of the requirements of this Consent Order, Any vxcoptions shall
be 50 noted and contatned in the certification. Exceptions noted in the vertification shall also
Include a timeling defining when the outstanding requiroments of the Consent Order will be
complete, Sald oertification shall be submitted to the OPFICE via electronio mail and dirested to
the attention of tha'Assistant Geoneral Counsel representing the OFFICE In bthls matter and as
named in this Consent Order. _

32,  APPLICANT, CUSP, SELLER and COMPANY agree that failure to adhero to
one or more of the terms and conditions contelned hereln shall result, without further
proceedings, in the vevovation of COMPANY's Certificate of Authority in this slate In
accotdance with Scations 120,569(2)(n) and 126.60(6), Rlorida Stauss,

33,  Each party to thiy uotion shall bear its own costs and tees,
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| 34, APPLICANT, éUSP, SELLER and COMPANY expressly walve a hoaring in this
matter, the making of Rindings of Pact and Concluslons of Law by the OFFICE, and all further
and gﬂxer proceedings hoteln to which parties may bs entitled by law or rules of the OFFICE,

APPLICANT, éUSP, SPLLER and COMPANY hereby knowingly and volustarlly waive all

rights to challenge or to contest this Consent Order, in any forum now or in the future available

to it, Including the right to any admintstratlys proceading, oiroult or federal court action, or any
appoal,

o3 The partles agres that this Consent Order shall be desmed to be exeouted when
the OFFICE has exeouted a copy of this Consent Order bearing the signature of APPLICANT,
CUSP, SELLER and COMPANY or Iis authorized reprosentatives, notwithstanding the faot that
the copy may have been transmiited to the OFFICE elsotronleally, Further, APPLICANT, CUSDP,

SELLER and COMPANY agreo that the signatures as affixed to this Consent Order shall be under
the seal of a Notary Publio,
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WHEREFORE, subjeot to the terins and conditions set forth above, the OFFICE heroby
approvos the application for the aoquisition of one hundred percent (100%) of the issued and
owsfanding capltal stook of AVAHEALTH, INC. by KBY INSURANCRE PLANS, INC,, and
subsequent 1o tho offective date of the soquisition, the namo chenge of AVAHEALTH, INC., to
KEY INSURANCE PLAN, INC. By approving thls transaction, the QFFICE does not approve
as part of this transactlon unjr adminiatrative, management, provider or affilinte contracts
submited with the appHoation,

FURTHER, all terms and conditions contained hareln are hereby ORDERED,

DONE and ORDERED this i%ay of 2014,

L

Kevin M, McCaty, Commissloner
§ Offics of Insurance Regulation

J

S
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. By exeoutlon hereby, KEY INSURANCE PLANS, INC.consents to entry of this Consent
Ordet, agroos without reservation to all of the above tarms and conditlans and shall be bound by
all provisions hereln, The undersipned ropresents that he/she has the authorlty to bind KEY
INSURANCE PLANS, INC.to the terms and condittons of this Congent Order,

KBY msmr,@

Print Nate: BRUCE FRIEMAN

Corporate Seal Tiitle: CHIEP EXECUTIVE OFFICER

Date: JUNE 13, 2011

On é/ / J/’ / bsi’ore me, /@)M Uayﬁ-e( s personally appoaved

A :Q va% T‘f'lt"\ﬁh....._..... >, porsorally known to ms (or

proved to me on the basls of satisfactoty evidencs) to be the porson whose name is subsetibed to
the within lnstrument end ecknowledged to me that he/she executed the same in histher -

authorized capacity, and that by Wis/her signature o the insivutnent, the persot{ ot the entity upon -

bichalf which the petson noted, oxcouted the instrument, .

Subsetlbed and swom to %fore me this / v day of d and. 2011,
Signmm@)’v INOTARIAL BEAL}
7 {Bighature of Notary Publ{?) )
My Commission Bxpires: g, ANNE WESTLEY

i, NOTARY PUBLIC
//%‘/5‘2 ols™ ® YoisTATE OF FLORIDA

ZRON Commit BROBI006 °
i\ Explres 1/6/2016-
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By oxeoution hereby, CUSP, LLC consents to entry of thls Congent Order, agrees without
toservation to all of the above terms and conditions and shell be bound by all provisions herein,

The undetsigned reprosents thit hef/she has the authority to biml CUse, LLC. to the terms and
conditions of this Consent Ordat,

CUSP,

By: ‘{/ // N

Print Nemo: /%«Qw (aerD
Corporate Soat Titles F‘/ A@M’L

Date: 06/ / %/ /!

On G//G// / before ine, /( M‘& LJCBH‘“I _» petsonally appaared

va“o Qre.

R poxsonally known to me (or

“proved to me on the basiy of satisfactory evidence) to be the parson whoso name is subsorlbed to
the within fostrament and acknowledged to me that hefshe exeouted the same in his/her

authorized oapacity, and that by his/her signature on the Insttument, the porson or the entity upon
behnif which the petson acted, oxeonted the ingtrument, :
Subsoribed andgmornto beSlormp i[9 day of Y A g1y,

Sigature [NOTARJAL SEAL)
{@ignature of Notary Public)
My Commission Bxphwf _ e NOTM%%LLS ;
// ?( QOIS '"3 STATE OF FLORIDA
PXpad RN Commit EE0B3500
TV Explros 119/2016
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By oxecution heteof, AVALON HEALTHCARE HOLDINGS, INC., sonsents to enkey of
this Consent Order, agress without reservation to all of the above terms and conditions and shall
bo bound by all proviglons herein, Theundorsigned tepresents that he or she hay the authority to
bind AVALON HRALTH HOLDINGS,, INC, to the teris and condditions of this Consent Order -
and hao parsonal knowledge of the application and the Informetion provided theceln,

AVALONHEALTHCARE HOLIN?S

)

Corporato Senl Titlo:

LALd

4

we ~T Anto '
On before me, personolly appoared
\ Y| vl O

" porsonally kuown to me (or
proved to me oh the basls of aatlsfastory evidence) to bo the person whose name is subserlbed to
tho within instrument and acknowledged to zao that he/sho excouted tho samo in hisfher

avthorized capaoify, und that by hisher signnture on the Instrument, the petson or the entity wpon
bohalf which the pergon acted, exeouted the tnstrument,

{NOTARIAL SEAL)

My Commisaton Bxpltes

“Juvg, 22, D4

[ e ‘
g?{l‘\ "%% NATALIE E GUZMAN

2§ MY COMMISaIoN #BE009162

EXPIRES June 22, 2014
143 . FlortaNotacySorvics,

L catl

W emin g "
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By exooution hereby, AVAHBALTH, INC. consents to entry of this Consent Order,
agroes without reservation to all of the above tetms and conditions end shell be bound by all
provisions hersin, The undersigned represents that hefshe hes the authorlty to bind
AVAHBALTH, INC,, to the tetms and conditions of this Consent Order.

Corpotate Sonl Title:

Dite; e /S

— N . )
On “’u’a ,!Lﬂ{! 0 lf(‘ ZQ“ before me, QM&M, porsonally appeated

d&umﬂﬁﬁﬂdil porsonally known fo me (or

proved to ms on tho basis of satisfactory evidence) to bs the person whoge name is subsortbed to

the within Instrument and acknowledged 10 me that he/she executed the same in histher
authotized oapacity, and that by histher signature on the instrument, the person or the etitity upon

behalf which the person acted, executed the instrumont,

Subseribed and sworn 10 befors me Ié( day of 5} i 2011,

[NOTARIAL SEAL]

gnature of N

My Commission Expires: %

Juna, 22,

EXPIRES Juns 22, 2014

¥ 4)
(407i “‘0133 Flongatiotaryervice.com |
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COPIES FURNISHED TO:

Tina Dunsford, Attotney

Gray Robinson, PA

" 201 N. Franklin Steeet, Suite 2200

Tampa, FL 33601

Email: tina.dunsford@gray-tobinson.com

Bruce W, Frieman, DO, CEQ
CUSP, LLC

5440 Meriner Street, Sulte 110
Tampa, FL 33609

Charles T, O'Neill

Avalon Healthoare Holdings, Inc.
8637 Fredricksburg Rd,

San Antonto, TX 78240

Toma L. Witkerson, Acting Direotor
Life & Health Finanoial Oversight
Florida Office of Insurance Regulation
200 Bast Gaines Street

Tallahassee, Florida 32399-0327

Valerie Reglat, Financlal Bxaminet/Analyst Supervisor
Life & Health Financial Oversight

Florida Offlce of Insurance Regulation

200 Bast Gaines Street

Tallahassee, Florida 32399-0327

Jason Nelson, Senlor Attorney

Florida Office of Insurance Regulation
Legal Services Offide
.200 East Galnes Street

612 Larson Building

Tallahassee, Florida 32399-4206
- Email: JasonNelson@floir.com
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STATE OF FLORIDA
OFFICE OF INSURANCE REGULATION

AVAHEALTH, INC. D/B/A
KEY INSURANCE PLAN

Petitioner, OIR Case No. 124309-12
vs.

STATE OF FLORIDA, OFFICE OF
INSURANCE REGULATION,

Respondent.

PETITION EOR FORMAL ADMINISTRATIVE HEARING

Petitioner, Avahealth, Inc., d/b/a Key Insurance Plan (“Avahealth™), by and through the
undersigned counsel, and pursuant to Sections 120.569 and 120.57(1) Fla. Stat. and Rule 28-
106.201, Fla. Admin, Code, hereby petitions the Office of Insurance Regulation, (“OIR” or
“Agency”) for a formal administrative hearing to challenge OIR’s Order (the “Qrdcr”) dated
March 22, 2012, and designated by OIR as case number 124309-12 (a copy of which is attached
hereto as Exhibit A), and as grounds therefore states as follows:

PARTIES
1. The agency affected is OIR. It is the single state agency responsible for insurance
regulation in Florida and the agency which propounded the Order.
2. The party seeking a formal administrative hearing is Avahealth. It is a provider of health
insurance services based in Tampa, Florida. Avahealth was served with the Order via certified

mail on March 26, 2012. The Petitioner’s address is:
EXHIBIT “B”
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Avahealth, Inc.,

d/b/a Key Insurance Plan
5440 Mariner Street
Tampa, Florida 33609

3. For purposes of this Petition correspondence should be directed to Petitioner’s counsel at:

GRAYROBINSON, P.A.

201 N. Franklin Street, Suite 2200
Tampa, Florida 33602

Tel;. (813) 273-5000

Fax: (813)273-5145

PETITIONER’S SUBSTANTIAL INTERESTS

4. Petitioner, Avahealth, is the subject of the enforcement actions in the Order propounded
by OIR against Avahealth. The Order purports to suspend Avahealth from writing any new or
renewal direct business and from issuing any new policies in Florida. The Order further purports
to subject Avahealth. to other penalties and sanctions. As the subject of this enforcement action
by OIR, Avahealth’s substantial interests cannot reasonably be in dispute.

DISPUTED ISSUES OF MATERIAL FACT AND LAW

5. Avahealth disputes each allegation made by OIR in the Order. Avahealth will prove at
hearing that the allegations made by OIR in the Order are false, and that the suspension action
and other penalties or sanctions in the Order are not warranted, and are in fact not permitted
under Florida law.

6. The Order propounds three general allegations:

a. In Paragraph 3 of the Order, OIR alleges that Avahealth does not have custody
and contro] over the identified $1,000,000 capital account.
b. In Paragraph 4 of the Order, OIR alleges that Avahealth does not have “sufficient

and qualified officers,”
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c. In Paragraphs 5 and 6 of the Order, OIR alleges that Avahealth is in an “unsound
financial condition” and “no longer meets the requirements for the authority
originally granted” because a purportedly required $5,000,000 capital infusion
was not made.

7. Petitioner disputes all elements of the evidentiary predicates recited in the Order
regarding each of these allegations. Avahealth’s objections to these allegations are discussed in
more detail below.

OIR Allegation that Avahealth did not control capital deposit

8. Avahealth did, in fact, have custody and actual control of the $1,000,000 at issue,
consistent with the requirements of applicable Florida law. The Order alleges that only
Avahealth President Enoc Martinez had signing authority for the relevant bank accounf. While
the president of the company having the only signing authority on a company account would be
legally sufficient, at this time OIR’s allegation in this regard is inaccurate. At least three other
Avahealth insurance professionals have signature authority on the relevant bank account: Chief
Executive Officer Karen W. Connolly, Chief Operating Officer Barbara A. Roqueta, and Chief
Financial Officer Roberto E. Martinez.

9. If OIR now seeks to impose additional requirements on signatories of regulated
companies’ bank accounts, OIR is required by Section 120.54(1)(a), Fla. Stat., to initiate
appropriate rulemeking. Rulemaking is not discretionary. Imposing this new, previously
unarticulated and factually unsupported standard without rulemaking is beyond the scope of

OIR’s statutory authority.
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O1R Allegation that Avahealth does not have qualified officers

10. Avahealth has a qualified management team consistent with the requirements of Florida
Statutes, OIR regulations, and other applicable Florida law. Mr. Martinez has sufficient
experience to successfully operate Avahealth. AOIR’S assertion that Mr, Martinez does not is
without factual predicate or merit.

11. Mr. Martinez does not operate Avahealth in a vacuum. Avahealth has three other highly
qualified officers: Chief Executive Officer Karen W. Connolly, Chief Operating Officer Barbara
A. Roqueta, and Chief Financial Officer Roberto E. Martinez. (Resumes are attached as
composite Exhibit B). Each of these insurance professionals is employed with Avahealth on a
full time basis and is directly involved in the day-to-day operations of Avahealth,

12. Since joining Avahealth, Chief Executive Officer Karen W. Connolly and Chief
Financial Officer Roberto E. Martinez have each been in direct contact with OIR staff numerous
times as part of CEO Connolly and CFO Martinez diligent efforts to conscientiously comply
with Avahealth’s regulatory obligations.

13, Whether these insurance professionals are full-time employees, part-time employees, or
contract employees is not material. There is no meaningful difference between an at-will full-
time employee and an at-will contract employee and no Florida Statute or OIR rule establishes a
requirement for a certain employment mechanism.

14. If OIR wishes now to regulate how insurance companies employ management and
insurance professionals, OIR is required by Section 120.54(1)(a), Fla. Stat.,, to initiate
appropriate rulemaking. Rulemaking is not discretionary. Enforcing this new standard on a

previously unregulated aspect of the company is enforcement of an illegal non-rule policy.

#3100077 vi 4




OIR Allegation that Ayahealth has not met capital requirements

15. The Order claims that the Consent Order attached to the Order as Exhibit B (the “Consent
Order”) required a capital infusion of $5,000,000 in January 2012. In fact, the Consent Order
does not specifically mandate a $5,000,000 capital infusion.

16. The Consent Order actually provides that capital infusions will be provided ‘“as
necessary, in order to maintain compliance with Florida Statutes.” Consent Order § 20. The
Consent Order does not purport to create a new standard and OIR does not have the authority to
supersede or expand the capital requirements in Florida Statutes. Avahealth has fully complied
with the applicable statutory capital requirements in Sections 624,408 and 624.4095, Fla. Stat.,
and all other applicable Florida statutes and rules.

17. The $5,000,000 capital contribution cited in paragraph 5 was an estimate based on the
statutory capital requiremerits in Sections 624.408 and 624.4095, Fla, Stat., calculated based on
plan membership then projected to occur in January 2012 in the pro forma. Accordingly, it is
not specifically included or mandated in the Consent Order.

18. Avahealth is required to maintain surplus and reserve capital funds based on actual plan
membership. Avahealth’s actual plan membership history is significantly less than projected in
the pro forma. A summary of Avahealth’s actual plan membership is attached as Exhibit C.
Avahealth’s required capital contribution based on the actual plan membership in January 2012
under Sections 624.408 and 624.4095, Fla. Stat., is $1,500,000. Accordingly, Avahealth has
fully cornplied. with this statutory requirement and the requirements of the Consent Order.

19. Based on the forgoing, and Avahealth’s strong financial condition in relation to its actual
plan membership, Avahealth disputes the allegations that it is in an ‘“unsound financial

condition” and “no longer meets the requirements for the authority originally granted.”
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ULTIMATE FACTS ENTITLING PETITIONER TO RELIEF

20. The following specific facts warrant reversal or modification of the Order.

21. At all relevant and material times Avahealth did, in fact, have custody and actual control
of the $1,000,000 identified in Paragraph 3 of the Order,

22. At all relevant and material times Avahealth did, in fact, have sufficient and qualified
officers consistent with the applicable requirements of Florida Statutes and the Florida
Administrative Code.

23. At all relevant and material times Avahalth was fully compliant with the applicable
capital requirements in Florida Statutes. To wit, Avahealth has complied with the $1,500,000
capital requirement calculated under Sections 624.408 and 624.4095, Fla. Stat, based on
Avahealth’s actual plan membership.

24. At all relevant and material times Avahealth is and has been in a sound financial
condition considering its actual plan memberskﬁp.x

25. At all relevant and material times Avahealth is and has been compliant with the
requﬁ'enlents for the authority originally granted,

STATUTES ENTITLING PETITIONER TO RELIEF

26. The statutes and rules entitling Petitioner to relief include, without limitation, Chapters
120, 624, 628, Fla. Stat., as well as Chapters 28, 690-138, and 690-154, Fla, Admin. Code.
WHEREFORE, Petitioner respectfully requests:
(a) a mediation be ordered to assist in the resolution of outstanding issues;
(b) this Petition be referred to the Division of Administrative Hearings for a formal

hearing before an Administrative Law Judge;

#3100077 v1 6



(c) a formal administrative hearing be conducted pursuant to Sections 120.569 and
120.57(1), Fla. Stat,;

(d) a Recommended Order be entered finding that Petitioner was at all times compliant
with applicable agency rules and Florida Statutes;

(e) a Final Order be entered by OIR consistent with the Recommended Order of the
Administrative Law Judge;

(f) Petitioner be awarded attorneys’ fees and costs in accordance with Section 120.595
and 57.111, Fla, Stat.,, and other appropriate authorities; and

(f) Petitioner be granted such other relief as is deemed just and appropriate by the
Administrative Law Judge.

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was delivered via overnight
express delivery to the General Counsel, Belinda Millet, acting as the Agency Clerk, Florida

Office of Insurance Regulation, 612 Larson Building, 200 East Gaines Street, Tallahassee,_ FL

TINA E. DUNSFORD, ESQ. 7
Florida Bar No. 0624721
CHARLES R. FLETCHER, ESQ,
Florida Bar No. 0093920
GRAYROBINSON, P.A.

201 N. Franklin Street, Suite 2200
Tampa, Florida 33602

Tel: (813)273-5000

Fax: (813)273-5145

Attorneys for Petitioner

32399-0300 on this 12™ day of April, 2012.
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RECEIVED
MAR 2 6 2012

FILED

MAR 2% 202

FIOR U
x ) msumm msat; TS
OFFICE OF INSURANCE REGULATION Dockated by — 2~

Kevitn M. McCarty
Corninissioner

IN THE MATTER OF: ,
., CASE NO.: 124309-12

AVAHEALTH, INC,, D/B/A

KEY INSURANCE PLAN

TO: éruce W, Frieman

AvaHealth, Inc., d/b/a Key Insumnce Plan

5440 Mariner Street

Tampa, Florida 33609

THIS CAUSE came on for consider;ﬁon as a result of a review by the OFFICE OF
INSURANCE REGULATIOH (hereinafter”f?wfcrr'cd to as the “OFFICE”) of the financial
condition of AVAHEALTH, TNC_., D/B/A KEY INSURANCE‘.PLAN (hereinafter referred to as
“AVAHEALTH"). The OFFICE, having considered this matter a‘na being fully advised in the
premises, finds as follows: ‘

1. The OFFICE has jurisdiction over the subject matter and parties to this
pr'ooeed'mg. N

2, AVAHEALTH is a domestic life aﬁd health insurer authorized to do business in
Florida and subject to regulation by the OFFICE, pursuant to the Florida Insurance Code.

3. | Based on the Jamvary 31, 2012 Monthly Statemeﬁt (ettached as Bxhibit “A™),

AVAHEALTH is impaired by six hundred eighty eight thousand seven hundred ninety six U S.
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Dollars ($688,796). In order to correct this, on Friday, March 16,2012, the OFFICE sent a letter
to AVAHEALTH informing them that, in‘ order to be in compliance with the capital and surplus
requirements of the Florida Insurance Code, the company muét deposit one million U.S. Dollaré
($1,000,000) b§ i2:00pm, Tuesdéy, March 20, 2012. The OFFICE received notification from
AVAHEALTH on Tuesday, March 20, 2012, that the money was deposited; however, thro'ugh
verbal communications it was discoversd that the iny signatory authority on the account is Enoc
Martinez, and AVAHEALTH does nol have actual control over the account, Since .
AVAHEALTH does not have actual control over the account, the money is not availab]é for the
payment of claims, and therefore is a non-admitted asset and cannot be counted towards the
capital and surplus requirements of the company. Therefore, AVAHEALTH is impaired in
violation of Section 624.408, Florida Statu_itcs.‘ -

4, All three officers ré‘portcd on AQAHEALTH’S September 30, 2011 quarterly
financial statements have msigne§ and are currently working for AVAHEALTH as “At-Will
. Independent Consultants.” AVAHEALTH’s December 31, 2011 and January 31, 2012 monthly
financial statements repdrt Enoc Segundo Martinez, one of the indirect owners of AVAHEALTH
as President, Mr. Martinez does not have sufficient insurance experience to successfully operate
AVAHEALTH. Therefore, AVAHEALTH does not currently have sufficient and qualified
officers. |

5. In Consent Order No. 116802-11-CO (attached as Exhibit “B™), in which the
OFFICE approved the acquisition of AVAHEALTH bf Key Insurance Plan, Inc., projected
financial information dated May 11‘3i 2011, was submitted, stating that contributed cépital in the
amount of five million U.S. Dollarl.s: ‘($5,000,0~0‘00‘) would be infused into AVAHEALTH during

Janvary of 2012. This contribution was a material element to support AVAHEALTH’s 2012

&
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growth and the OFFICE’s approval of the acquisiﬁon transaction. The capital contribution wag
riot made in January in accordence with the May 13,2011 projected financial infofmation.

6. Section 624.418(1)(a), (b) and (d), Florida Statutes, state that the OFFICE sk;all
suspend the Florida Certificate of ‘Authority of any insﬁrer determined to be “in unsound
financial condition,” “using such methods and practices in the conduct of its business as to

tender its further transaction of insurance in this state hazardous or injurious fo its

policyholders,” or any insurer who “no longer meets the requireiments for the authority originally ’

granted,”
. 7. Based on the facts laid out above, the OFFICE hereby finds that AVAHEALTH is

in unsound financial condition, is using such methods and practices in the donduct of its business

as to render its further tramsaction of insurance in this state hazardous or injurious to its:

policyholders, and no longer meets the requirements for the authority originally granted.
IT IS THEREFORE ORDERED THAT:
1. The Cetificate of Authority, of AVAHEALTH shall be immediately suspended

until such time as AVAHEALTH is in full compliance with the Florida Insurance Code

2, Pursuant to Section 624.421(4), Florida Statutes, in the event that AVAHEALTH .

does not present satisfactory evidence to the OFFICE that AVAHEALTH is in full compliance
with the Florida Insurance Code within two (2) years, AVAHEALTH’s Certificate of Authority

shall be deemed to have expired as a matter of law as of two (2) years from the date of

suspension, or upon failure of the insurer to continue the certificate during the suspension perjod

&
in accordance with Section 624.421(2), Florida Statutes.

R Effective upon the dé_tc of execution of this Order by the OFFICE, AVAHEALTH

shall:
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a, Cease writing any and all new or renewal direct busigess in the State of
Florida, and issue no new ingurancc policies in Florida,

b, Not éssume any risks loca,_teci in the State of Florida.

¢. Immediately notify all of its agents in writing that they are not to place any ’
new or renewal business with AV_AHEALTH in the State of Florida.

d. Continue to file with the OFFICE all documents and information required by

| the Florida Insurance Cade, and to pay all fees anc} taxes as if the Certificate
of Authority had‘ continued in full force pursuant fo Section 624.421(2),
Florida Statutes.

e, Continue to hronor all claims .and Uabilin'e;s arising under its contractual
obligations pur%uant to policies issued in the State of Florida.

4, The OFFICE will retain continuing jurisdiction over AVAHEALTH or its
sueeessor to enforce the provisions of the FIGL‘iia Insln"&'nce Code applicable to the satisfaction of
past, current or future claims, liabilities or other obligations of AVAHEALTH which have arisen
or mdy arise in the-State of Florida, and to enforcc; the provisions of this Order.

S.‘ In the event AVAHEALTH fails to comply with any provision of this Ordér, the
OFFICE may impose upon AVAHEALTH such further administrative penalties or other

appropriate remedies as authorized by the Florida Insurance Code.
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§

WHEREFORE, subjectr to the terms and conditions set forth above, the Florida ]
Certificate of Authorlty of AVAHEALTH INC., D/B/A KEY INSURANCE PLAN is hereby
SUS PBNDED FURTHER all terms and conditions contamed herein are hereby ORDERED

DONE and ORDERED this ‘&9—/ day of March, 2012,

Kevin M McC’érty, Commlssmﬁef
ffice of Insurance Regulation

]
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of this Order was sent by Certified Mail to
Mr. Bruce W, Frieman, AvaHeath Inc., d/b/a Key Insurance Plan, 5440 Mariner Street, Tampa,
Florida 33609, this 95°%-day of March, 2012,

Sssistant General Counsel
Florida Office of Insurance Regulation
200 East Gaines Street
, . Tellahassee, Florida 32399-4206
, : - (850)413-4169 ’
' Catharine.schoenecker@floir.com
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NOTICE OF RIGHTS

Pursuant to Sections 120.569 and 120,57, Florida Statutes, and Rule Chapter 28-106, Florida
Administrative Code (F.A.C.), you may have a right to request a proceeding to contest this action by the
Office of Insurance Regulation (hereinafter the “Office”). You may request a proceeding by filing a
Petition, Your Petition for a proceeding must be in writing and must be filed with the General Counsel
acting as the Agency Clerk, Office of Insurance Regulation. If served by U.S. Mail the Petition should be
addressed to the Florida Office of Insurance Regulation at 612 Larson Building, 200 Bast Gaines Street,
Tallahassee, Florida 32399-4206. If Express Mail or hand-delivery is utilized, the Petition should be
delivered to 612 Larson Building, 200 East Gaines Street, Tallahassee, Florida 323990300, The written
Petition must be received by, and filed in the Office, ho later than 5:00 p.m. on the twenty-first (21) day
after your receipt of this notice. Unless your Petition chal)engmg this action is received by the Office
within twenty-one (21) days from the date of the receipt of this notice, the right to a proceeding shall be
deernied waived. -Mailing the response on the twenty-first day will not preserve your righit to a hearing,

If a proceeding is requested and there is no dispute of material fact, the provisions of Section 120.57(2),
Florida Statutes, may apply. In this regard you may submit oral or written evidence in opposition to the
action taken by this agency, or a written statement challenging the grounds upon which the agency has
relied, While a hearing is normally not required in the absence of -a dispute of fact, if you feel that a
hearing is necessary, one may be condiicted in Tallahassee, Florida, or by telephonic conference call upon
your request.

If you dispute mateiia] facts which are the basis for this-agency's action, you may request a formal

adversarial proceeding pursuant to Sections 120.569 and 120.57(1), Florida Statutes. If you request this

type of proceeding, the request must comply with all of the requirements of Rule Chapter 28-106.2015,

F.A.C,, including but not limited'to:

a) A statement requesting an administrative hearing identifying those material facts that are in
dispute. If there are none, the petition must so state; and

¥

b) A statement of when the respondent received notice of the agency’s action.

These proceedings are held befote a State Admiinistrative Law Judge of the Division of Administrative
Hearings. Unless the majority of witnegses are located elsewhere the Office will request that the hearing
be conducted in Tallahassee,

In some instances, you may have additional statutory rights than the ones described herein.

Failure to follow the procedure ouﬁined with regard 'tq your response to this notice may result in the

request being denied. Any request for administrative proceeding received prior to the date of this notice
shall be deemed abandoned unless timely renewed in compliance with the guidelines as set out above.

Page 7 of 7
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FILED..

S JUNL4 gttt
': OFRICE OB .
IRAUANGE BESHRATION

Dtkeiad by,
OFFICE OF INSURANCE REGULATION
‘Kavm M. MCCARTY
COVMISSIONER

IN THE MATTER OF: CASENQ.  116802-11-CO

Applioation fot the Acqulsitlonofallthe  ~ ' ‘ '
Jesued and OutstandingVoting Seourities of

* AVAHRALTH, INC,, 8 Domastle Insuter, by
KBV INFURANCE PLANS, ING,

1 s

R

CONSENT ORDER

THIS CAUSE u:;me on for con,sld_?ralion upon the {liing with -the ‘5FFICE OF
INSURANCE REGULATION ( hotinafth teforrd o 8 tho OFFICE") of ar eppiication for
gppraval of the anqpl'sltlon“of gll of th(; issued and outstanding votlog seourlties of
* AVAHBALTH, INC,, (hetolnaflor referred to gs “COMPANY®), a domestlo inswer, by KEY
NSURANCB PLANS, ING, (heronafier refermd‘ % ez "APPLICANT™) pursnant to Seotlon
6?:5.461, Tlorids Statutes, Followlng & oompl.eta roview of the entlre rscord, and upon
conslderatton thareof, and belng otherwlss fully advised in the premises, the OFFICE finds e’
followat | ‘ '

; i )
1. The QFFICE ;has Jurisdiction over the subjeot metter and the puries to this
proceeding,

2 APFLICANT hay appﬁad for, and subject to the prosent: end contimiing

satlsfaotion of the requlrements, torms-and conditions sstablished herein, hus satisfictonly met

. . * Pags L of 16

EXHIBIT




Nbrdt {F0 g i peant

10UV (T d e b e Ll (4§ i <

all of the condlitons preccdorit for the grmﬂng'oi: gppraval by the OFRICE of the proposed
acqulzition of all of the oulstanding oapita! stook of COMPANY.

3, APPLICANT s a Florids eorporation that {s one handeod poreent (100%) owned
by CUSE, ILC (haralnamsr rofurred to ag “CUSPY) o imited Habllity company, The npplication

roprovents that CUSP hag ga Its manngers the fllowlng Individuale: Pedro Carelte, Mardo Pacz,

* Ettieslo Urdaneta and Bnog Sogundé Wartinez, The application aleo rspresents that Bruce

Trietnan s p manager af Jarge for CUSP, Jaid roprssentations are materlal to the lsduange of this

©

Consont Orde,

4 COMPANY it 2 lloensed e and heslth insurer domiclled In the stats of Flotida
end i oo hundrod peroens (100%) ovmed by AVALON HEALTHCARE HOLDINGS, INC.
(hem!naﬂer teforrod fo ag “AHH“ ot “SFLLER“), g Florlda corporation,

5, On viaroh 14 2011. CUSP sifeted Info v S‘qook Purchase Agrcement wlth
SELLER, which waa subnequenﬂy amended and mstated and filed with the OFFICE on May 27,
2011, wheseby CUSP or Hts deslgnee would acquire all of the ssved and outstanding capltal
stook of COMPANTY, CUSP has represanted thut iy dusignes sholl be APYLICANT,  The

aforerentioned reprusontgtlor} Is materlal to.the lssuance of this Consent Order, Tnformation is

missing from Seotion 2.4 (), Johedule A and the Disolosure Bohedule that form the Amendad

and Rentated Stock Puzohiage Agresment, ABPLICANT shall submit an executed copy of the
Amended and Regtated Stock Purchase Agregment to the OFFICE for the OFFICR's review'
within thres (3) buslness deys from the closlng of the acquisltion of COMPANY by the
APPLICANT. The exeouted Arsnded and Restated Stook Purchese Agrsement submitted o tho
OFFICE shall contaln the missing Informetlon within Seotlon 2.4 (vll), Schedule A, tho

Diselosure Schedule and sny other seheduler, exhiblty or related doouments that effectuats the
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Amended and Rostated Stock Purot;ase Agreement‘ APPLICANT, SRLLER and COMPANY
ggree that the OFPICE'z approval of the aoquisition of COMPANY by APPLICANT s
conditioned wpon the OFPICE's recsipt and acceptance of tha exeoutsd Amended and Restated
Stook Purchass Agteement, ABFLICANT, SELLER and COMPANY futther agree thal this
Consent Order shall be doomed vold should the ORFICE flad the exsouted Amended and
Restated Steok Purohass Agreo‘mem to be ymageeptable, ' ) v

6. Dursyant to Schedule 22 of the Amonded and Restsied Stock Purchass
Agmm‘em, the Tabillty of APPLICANT ls limlted; howover, APPLICANT agrees that it is
aoquiriug all of the lsgued and oapi;al'stock of COMPANY und the aforementioned Hability
Hmitatlon shall only serve to 'ré‘duco the adjusted purchase p{icb of COMFANY, APPLICANT
and éUSP autes that ARPLICANT ahall be mﬁonslble for aﬂ liabilitles, of ahy klnd, on behalf
of COMPANY and AFPLICANT shaii pay all leglthmate Hebilittes of COMPANY In & timely
manner rogardicss of any relmburdement it may ot may not tecelve purguant to"Scheduls 2.2 of
the Amended and Restated Stook Purchase Agteement, Additlonally, the partles ngree that the
purchiazs prics of the COMPANY shell be pald by CUSP or APPLICANT,

1 Conourrent with the egulsition, the applivation represents that COMPANY shall

change ey nutmie to “Key Insurance Plan, Ino,". Final approval of the name change 1y subjeot to

. the recelpt of & Cctﬁﬁoatq;:of:‘ Blatus lssued by the Florlda Offles of the Seorstary of State

veflociing the name change, a8 well 18 any other requlred dooumentation to valldate a name
vhange.

"8 APPLICANT aid CUSP havs made material ropresentations thet tiotie of thelr
offioers, 6iyeotom, managers and shareholders holding five percent (5%) or greater owtership

{nterent and none of the post-aoquisition officers and directors of COMPANTY have been found
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guilty of, or haye pleaded-guiltyor nolo contendets t'o, a felony or & misdemeancr, other than a
ainor traffio vio!atlou,‘wlthout.regard to whether 8 judgment of conviction was entered by the
Coutt,

9, APPLICANT and CUSP roprencnt that thoy have, with the exception of Ruoe
Segundo Martinez, submitted complete background infortmation on e;:r;h of the persong described
In peragraph sight (8) above, and that I£ such material Information has not been provided, any”
svoh Inllvldusl sball bo removed withln thirly (30} days of reveipt of notification fom the
QPRICE, '

10,  APPLICANT and/or CUSP shall submit or gguss to bs submitted o the OFFICR

" & blogruphical affidavit, authorlty for relenso of information form, ﬂnger prit cards and

baockgeound Investigative report for Baoo Segunda Martines wihln fhitty (30) days of the dl;te of
the excontion of this Conaent Qsder, 1£the buckground information for Broo Segundo Muttinex
(blographionl affiduvit, euthority for reloage of information form, fingorprint cards, background
Invostigativa toport) farnished fo the OFRICE or other sources ufilized by fhe OFFICR in Its
{nvestigation provess reveel fhe roptogentations regardling :Enoc Segundo Mattlnez In peragraph
'eight {3) above are inacourats, Enge Segundo Maritnex shatl be removed within thivty (30} days

_ aftor nofificatlon by the OFFICE and replaced with 4 petson acosptable to fhe OFFICE.

11, AFPLICANT and CUSP ogree that wpot. teceipt of such notifloation flom the
QFFICE, p\;rsxlant to peraggaphe nine (9) and ten (1 0) above, IFAPPLICANT and}ur CUSP does
not timely take the required comestive action, APRLICANT and/or CUSP agrée that sush fallute
to aot would constitute an in}medlata dangon to fhe public and the OFFICR mey Immedistoly
guspend or 1evoke the Cortificete of Authority of COMPANY, without farther procesdings
pursuant to Seotlons 120.563(2)(n) and 120,60(6), Florlda Stetutes,
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12, APFLICANT hes filed, and the OFRICE has relled upott the ropresentations in the
Plan of Qporallon and the Flan of Opc£aﬁon’s gupporting dooumenty that APPLICANT
submittad with the .applioaﬂonly Prior written approval must be scoured from the OFFICE pelor to
mwy‘materlal devlation flom sald Plax of Opetation, Inoluding expanston into atyy other state,
13, As required by Seotlon 624,424, Florlda Statutes, COMPANY has not filed
complete auditod finanolel teports fox 2009 or 20310, Therelore, COMPANY shall fife with the
' QFFICE within alxty (60) duys from the ologing of tho soquisitlon of COMPANYJ by,
APFLICANT, & complete auditad'ﬂnauclal teport pura;.xant to Beotlon 624,424, Flotida Statutes,
for the yeat ended Deoambur 31, 2010. Thb rpport shall include, but not bo Bmited to, an

Indopendent finauclal audlt v of T Decembor 31, 2010, Fusther, COMPANY shell niot merket o

snrolt any new business wntl the 2010 fndependent finetiolal audit hay been filed with the
OFFICE and the OI;FICErhan prov}dad writton gpproval {0 resume marketing and enrollment,

14, COMPANY shall ;meud and/ot complete iy 2010 Health Blank Tinanolal
Statoment that way filed with the Nam;nal Agsoolation of Inswanos Cotamtssiongts, Inoluding
ull relotod teports and docwments, to be couslstent with the fimenolal audit refetenced in
patagraph thirtesn (13) above, Such amendment shall bo fllsd with the Nations! Assoclation of
Insurance Comtalssionery and the ORFICE within fen (10} days of the filing of the financial
audit veferonced in parageaph thicteen (13) :;bove with the ORRICR,

15, -APPLICANT ropresents tha\‘, the Information and dooumentation provlded to the
QFFICE accutatsly end oomplately desoribe gl transaotiona and agreetents pertaining to the
noquisltion and the future aotlvitles of AP;’LICA}PT and COMPANY,  APPLICANT represents
thet there ave no other agresmenty, wiitten 91.' o&al, related to oonaidotation lo the SELLERS or
rolafed to fhe managemett nffthe COMPANY thal have not been pravided to the QFFICR,

R
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16,  APPLICANT and $BLLER agree to obfaln wiliten approval from the OFFICE

" prior to my matertal changes mueds 1o the Amended and Restated Siook Purohasc Agtesrnont

from the dats 1t was submiited to the OBFICB to the ¢losing date of the poquisition of
COMPANY by APPLICANT,

17, APRLICANT end/or COMUVANY shall provide (o the OFFICE an acosptable

srootted disaster ooordinuﬂbnffesp}:nsa plan within thiety (30) days of thoe dete of the exesution
of thls Cotgent Order,

18, ! APPLICANT ghall provide evidémoe of  four milfion, flve hundred thousand

U.8, Dollary ($4,500,000) éapifal infisiion fnto COMPANY within threa (3) buslness days of the |

olostng of the acquisitlon of COMPANY by the APRLICANT'

19,  APPLICANT, SELLER and COMPANY agtoo that thin Consent Crdar shell be
, destod void should <losing not fake place within five (5) businass days from the date of the

sxecution of this Cangent Order,

20, APPLICANT has flled pro forme fingnolal atatements for COMPANY that
Indioate that, in additlort to. fhe capital Infuslon tefivenced In paragroph elghteen (18) above,
APTLICANT will need to provide additional eapttal Infuslons late COMPANY . Without said

onpital Infugions, the pfo forma's refleot that COMPANY would be both irapaired, pursuant to

Soctlon 624,408, Plorlda Statutes, snd in nopwompliance with the welting ratlo requirements
ouflined In Seotion 624.40'95‘ Florida Statntes, CUSP.shau provide additional eﬂpltal'inmaions.
as neogssary, in order to mainteln compliance with Rlotldn Stetutes, Sald capital {tfhsions aro

material to the approval of this transaction,

21, COMPANY shall file with the QFFICR quatterly and annual fnanoiel statements
In aooordance with Seotion: 624,424, Florida Statutes, COMPANY shall file monthly finenc)al
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staternonts until farther notlpe from the OFPICE. The monthly finenelal siatements aro dus on
or-befors the twenty-fifth (25") day of the follawing month from the peilod ending date. The
monthly fitianolel stafements shall inolude the Jutet page, Assets, Lisbifitles, Capital and
Burplus, Statoment of Revenue sud Bxpenses, Crsh Flow and Bxhibit of Premivms, Rurolltent
and Otifization, Tho Stafemeit of Revonuo and Expenses and Cash Flow shall be filed on a
outnwlativa ysanto-date bastd for monthly statoments, All statomonts ehall bo in the current
N;atlonal Assostatlon of Tnstrencs Cammisslonsts foun.  The COMPANY may pelition the
OFHICE to roloage CO,MI;ANY f;om its cbllg&tion ta flle monfhly findnclal statements, Tha
OFFICE shall nol whteasonsbly deny COMPANY's potition regerding monthly finanolal

. Statément requirsments,

22, COMPANY is aubjeof ta the holding qompany reglsiration requitements of Rule
G90-143,045 throngh Rule 690-143,047, Plorida Administrative Code, COMPANY shall file »
imldlng compary regletzation statoment with the OBFICE within fitwesn (15) days afier the end
of the month {n which ‘COM'P_ANY 1s aoguived by APPLICANT, COMPANY shull keep the
holdl&g cOTpanY regietra_ﬂon slatetnent curront.  Affilintes shell mean sny entitios defined by

, Rulo §90-143,043 Florlda Administrative Code and Includes CUSP, LLC,

23, COMPANY shall comply wilfv Sootion 628,371, Flotlda Stwtutes, and Rilo 690+
143,047, Tiorida Ad'minist:atlve Codo as ralates to the payment of any dividends,
24, COMPANY shall obtain written approvel fiom the OFFICE prior o making any

loans ot cash Infhsions to affiliates,

25, Within sixty (50) days from the date of the exeuion of this Consent Order,
COMPANY shiall filg with the Diviston of ngwrancs Frawd, Depuriment of Finenclal Services,
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an uoouplable update to Its antl-fraud plan pussuant to Sectlon 626,9891, Florlda Statules and
Ruls 69D+2, Florida Administrative Coda,

26, COMPANY shall submit all managemont contyiots, administtattve servige

_ continots, provider contiaots, gnd affillated contraets, as well as amendments 1o such contracts,

to {he OFFICE for wiltten approval ptlor to the exeoutlon and/or conswmmation of such
confiaot.

27, The deadiines s;et forth ln‘ this Consent Otder may be extended by wtitten l
approval of thie QOPFICE, Additlonnlly, the varlous reporting 'requiterients and aty other
provislon or reculreraent got forth in this Congent Qrder may be altered or teminated by wiitten
approval of the OFFICE, Apptoval of any deadline extension {s subject to statwory or
adlnistive rogalaton tlons, |

28,  Approval of this ,appli.oattonpdoqa not altor ot vaoats any exlsting Cg‘usen}
Qrdor(s} ot oottestive aotien plan(s), that may have been entered Lty or betwesa the OFFICR
and COMPANY, exoopt to'the extant tha the tebms of prior Consent Qeders ot ortective aotion
plans aonfliet with t;w terms of this Consent Order, _

29,  APPLICANT, gUSP and SELLER affltn and eepregent, that all requirements set
forth horeln, aad all statements, oxplanations, soprogentations, en;d dosuments provided to the
OFFICE in connsotion with the applieation, including all attachments and supploments therato,
aro material to the lssuance of this Consent Order, ARPLICANT, CUSP Mand SBLLER further
affitm and xepresaﬁt that the ﬁ:fcrmntion, documents and explanations provided to the OFFICE
ato frue and fully dosoribe all tausaotions, egresments and undemkings with regard to the
augnisition and future opemtiqz{ of COMPANY,
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30,  Exvontlve Ordér 13224 slgned by President Qcorgc W, Bueh on Baptember 23, .
2001, blocks the srsets of terrorlsts end terrorlst suppost organizations idenified by the United
Btaté Depariment of the Treasury, bfﬂee of Forelan Assets Control. The Exeoutive Qrder algo
prohibits any transaotions by U8, pesons lnvolved {n the blacked assets and infotests, Tha (st
of Identifled terworists apd terrorlst support organizations 1s periodically updated at the Treasuty
Department's Offios of Fbrcdgn Aggols Confrol webslte, hilpy/wrwwirens.cov/ofhe, COMPANY
ghall medntai.n and adhere & proceduros neosssary to deteot and prevent prohibited {ransactions
with individuals and entities wﬁioh have boen jdentifled at the Treasury Depariment's Office of
Poreign Assots Conirol wobsité.

31, APPLICANT, CUSP, SEI‘,LBR, and/or COMPANY shall report to the ORRICR
within sixty (60) days fiom the flute of the exmtior'\ of ths Corsert Order 8 vertification
evidenoing compliance with &ll of the requivements of this Congent Order, Any exceptions shall
be 50 noted and ocontatned in the oertifioation, Bxcepilons. noted tn the certification shall wlso
fnchuds & Himeling defining w.hen\thb outstanding tequirstnents of the Consent Order will be
complote, Sald certificatlon shell bo mubimitied o the OFRICE via electrarle mail and dirested to

the atfention of the Asslatant Goneral Counsel representing the OFFICE h“;)thls maiter and ag
named in this Consenit Otdor i
32, APPLICANT, CUSP, SBLLER and COMPANY agres that fatlure ¢ ﬁdherc to
one or mote of the terms and vondifons contained horeln shall resuit, withowt further
proseediings, in the vevosation of COMRANY's Certificate of Authorlty in this #ate In
aogordancs with Sootfors 120,569(2)(n) and 120.60(6), Rlotlda Stantes.
33,  Bach party to this notlon shall bear its own vosty and tees,
S S
F
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* 34, APPLICANT, CUSP, SELLER and COMPAN'Y expressly walve & hearing [n this
matter, the maling of Pladings of Faot and Coneluslons of Law by the OFFICE, and all futther
and other progeadings boteln to which paitles may bs ¢niiiled by law or rules of the OFPICE,
AFP‘LIGANT, éUSP, SELLER and COMPANY herely knowingly and voluntadly waive gl
rngits.to ohiflenge or to contest this Congent Order, tn any forum now o1 In the future avallable

t it, neluding the rlght to- sy admintstrative procceding, olroult ot fodasal court action, ot any
appoal,

35, The pattlos agree that this Congent Order shall be desmed to be exconisd when
the OFFICE hes exsouted » copy of this Consent Qrder beaving the signatwo of APFLICANT,
CUSP, SELLER and COMPANY or Its authottzed reprosontatives, notwrithstanding the faot that
the capy tay have been transmiked fo the OFF[CB: alsotranically, Further, APPLICANT, cuse,

SELLER end COMPANY agreo that the signatures as afflxed to this Congett Order shall ba veder
the seal of » Netary Fubllo,
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WHEREFORE, sujeot to the terms and conditions sat forth sbove, fhie QFFICE heroby
approves the appileation for the aequisition of one hundted peroent (100%) of the lssued and
outsianding oapital stock of AVAHHALTH, INC, by KRY TNSURANCE PLANS, INC,, and
substquentt to tho offective date of the uoquisitfon, the name ohangs of AVAKRALTH, ING, to
KEY INSURANCE RLAN, INC, By approving this tegnsaction, the OFFICE daes not approve
an pm of this feangactlon any administrauve, management, provider or affillate contraots
submilted with the applicatto n.

. RURTHER, sl terms and vonditlons conteined hargin are hevoby CRDERED,
o DONXE and ORDERED thia ,"L%ay of

Gy Pagelbof1s
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By axeontion hersby, KEY INSURANCE PLANS, TNC.consents o entey of thiy Congent
Otelet, ugrens Without teservation o ofl of the abovo tarms and conditléns and shall be bound by
all provisions hereln, The undersigned ropresents that hefshe hag the enthorlty to bind KBY
INSURANCE PLANS, INChto the terms and oonditions of this Consent Order,

o

6!/&( 1) bgfgrg e, 0{"7 H{f

st peraanally appuated

. ﬂ QSV!W;. Tf"lt”\‘i"k—m s personally koown fo re (or

proved to me on the busly ofamafa»tory evldeuce) fobe the patyon Whose nama {8 subsotibod to

. the within fastrument and ankuowiedged to the that helsho executed the samo In blsfher -

authorizad capacity, and that by Wisiher s!gnamra oti the instrument, the person or the entlty upon *
bretalf which the petson notet, exwuwd the Instrument,
Subrotlbed and sworn to hefoie e ﬂﬂs / [ day of ’"‘l&mu 2011,

INOTARIAL BHAL]

My Comnlsslon Bxpitesab 3 .
([2)aols™

’ . i
i r

B, ANNE WESTLEY
%2, NOTARY PUBLIC
R EISTATE OF FLORIDA
A Commt HEOBIB0S '
Explres 1/8/2015:
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By cxsoution hereby, CUSP, LLL! consents to endey of thls Consent Quder, agtess without
roservation fo &)l of the above torma and gondltions and shall be bound by all provislons hevein,

The whdetsioned reprosents thit hofshe has the authority tr bind cusr, LLG. to the terms aud
oonditiony of this Conssht Ordas,

Cotpotate Sont Titlet

Datsr |

be:ﬂgq e, /{/ m"ﬁ Uﬁsﬁ"’)’ » poraanally appeamd

SRR, , persomlly knawn b me (or

'prowd to me on the basiy of sutlafuctory evldcnce} to be the porson whoso name is Sibseritied to

the within testrunent and avknowladged fo ma that hefuhe oxecuted the same In his/her
aulitorized oapmlty, and thal by his/her signatme on the Insttonent, the pesson or the entity upcm
behulf which tha person aoted, exmted the fogteument,
Subsorlbed and gu siopamp ihls ( 3 dny QN Wi ontt,

[NO’I‘ARIAL SEAL]

My Comumisslon Bxplros

//7/=>zors
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By oxeoution heteof, AVALON HEAL, THCARE HOLDINGS, INC., congents 1o entry of
thly Consent Order, ngrees without mesrvation to afl of the above tetma and condition and shall
o bound by ‘all proviglons hereln, Theundersighed teptesents Hiat he or sho hay the suthorlty o

bind AVALON HEALTH HOLDTNGS, ING, to the tsetns and conditions of this Congent Order -

&qd has personal knowledge of the applisetion and the Infosmation provided thereln,

Print Natnot ol gt
i LT
Date! o S A

Corpoiate Seal

personally  appoared

; % O powonally ktown to wo (o

proved to :'ma'on tho busls of smisfustory evidence) to be the pereon Whoss name is subsorlbed ta
tho withln fnstroment end acknowledged to'rao thet heleho exesuted the samy in hlafer
authorized capaclfy, nnd that by fisher signature on the Instrument, The putsan of the ontity won

ity

RYTUAY ST

[NOTARIAL SBAL]

My Commigaton Bxpites l& % N'. et
i, & ATALIE E GUZMAN -
Junl 2‘2.{2014 S % MY DOMMISSION #EE0p91 6%
K o R EXPIRES June 22, 2014
. . t 58 FlorldtNots
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By exsoutlon hereby, AVAHEALTH, INC. consents fo entry of this Congent Order,
agtess without teservation to all of the above tetms and conditiony and shall be bound by all
provisions hereln, The undersigned represonts thet hefshe hes the mthorlly % bind
AYAHEBALTH, INC.,, to the totms and conditlons of this Consent Order.

Corpotate Sanl

I e AN LS., poronally known to me (ot

prd';@d fo mo on the basl s' of 'saﬂsfgotory e'»{idenoe) to ba the person whoss nems is subsotibad to
fhe within lstment and acknowledged 1o me ot hefshe exeonted the same in histher
authorlzed capaolty; and that by histher stgnatute on the instruxgent, the person or the enflty upon,
behalf which the person acted, executed the instrunent, ’

Subacrlb_gd and RO R Mr “dey of “ ?HY\L 2011,

My Comm}gg_lﬂonExpiresf D\/—% e 8 .
Wik, NATALIE E GUZMAN
JuVM\ Z‘Z( Q EX O MY COMMISSION # BE003162
; EXPIRES Juna 22, 2014
. drbiotaii R ek

b
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COPIES FURNISHED TO:

Tina Dunsford, Attorney
Gray Robitison, PA,

' 201 N, Franklin Street, Suite 2200

Tamps, FL 33601

Emails tina dunsford@gray- Lobmson.com
Bruce W. Frieman, DO, CBO

CUSP, LLC

5440 Mariner Street, Sulte 110

Tampa, FL 33609

Charles T, Q'Neill

Avalon Healthoare Holdings, Inc,
8637 Rredricksburg Rd,

San Antonie, TX 78240

Toma L., Wilkerson, Acting Director
Life & Fealth Financlal Oversight
Florida Qfflos of Insutance Regulation

+ 200 Bast Gaines Street

‘Tallahassee, Florida 323990327

Valerle Reglat, Financlal Rxaminer/Anatyst Supervlsor
Life & Health Financial Oversight

Florida Offie of Insurance Regulation

200-Bast Gaines Street

Tallahasses, Florida 323990327 :

Jason Nelson, Senlor Attorney
Florida. Office of Insutance Regulation
Legal Setvices Offide

.200 Bast Galnes Street

612 Larson Bullding ‘
Tallahassee, Florlda 32399-4206 ’

~ Emalls JasonNelson@floir.com
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KAREN W. CONNOLLY (DOUTHETT)
1646 Bates Street
Birmingham, Michigan 48009
Office (248) 647-0922
: Cell (248) 798-3200

SUMMARY OF
QUALIFICATIONS:

»  Health care professional with over 35 years of experience in operational leadership in health care delivery and management including
extensive background in nursing and hospital administration, managed health care, health information, quality management (utilization and
quality), accreditation (NCQA, JCAHO, URAC & AAAHC), contract administration, risk menagement, and strategic planning.

o 14 years of experience in hospital -and nursing administration in hospital systems in areas that included operational management,
accréditation compliance, QI, and reimbursement,

» B8 years experience as chief operating officer of major statewide healthcars organization monitoring Medicare & Medicaid health care
delivery primarily in the hospital setting. Also included ambulatory care areas such as HMOs, home health agencies, and extended care
facilities.

¢« O years Echnence in upper level management position at 2 managed care organizations with responsibilities that included compliance,
quality improvement, accreditation, HEDIS and HEDIS management, provider services, credentialing, & contracting/contract
administration,:

«  Responsible for achievement and maintenance of accreditation status of NCQA, JCAHO, or AAAHC for multiple managed care
organizations, ambulatory surgery centers, and office based surgical practices.

«  Experience in facilitating strategic planiihg sessions as operations officer,

+  Experience in the facilitation and conduct of analytical evaluation, database evaluations, database management, & quality improvement of
key performance iirdicators that have resulted in statistically significant improvements-impacting health outcomes,

* Have developed proposals, key planning, & project development in major statewide health care organization and managed care
organizations for aver 15 years.

»  Possess an exlensive knowledge of Michigan, Florida, New York, Washington, South Carolina, Indiane, & District of Columbia area
health care communities in both the public and private sectors.

»  Haveworked with the physician communities, hospital systems, FQHCs, ‘and managed care orgamzatxons on a statewide basis and with the
state and federal governments (HCFA/CMS and DoD) for over 20 years.

+  Experience as a national accreditation surveyor of health caro entities for 14 years.

PROFESSIONAL
EXPERIENCE:

2001-Present K.W. CONNOLLY & ASSOCIATES, LLC

Provision of consultative services for health care corporations for over 9 years in areas such as quality management,
compliance, risk management, utilization management, and other health care management including preparation and
achievement of accreditation with NCQA, JCAHQ, URAC, and AAAHC (HMO and other ambulatory settings), health
care data analysis, and health care data management including HEDIS project management and HEDIS compliance
audits, Other services have included the establishment, revision, or on-going management of compliance, risk
management, and quality improvement programs. The company also has performed mock surveys, performed needs
assessments, lead strategic planning sessions, facilitated workgroups on accreditation and QI, and conducted market
analyses in the health care data arena. Karen Connolly has also participated as a speaker at national forums on quality
and accreditation related issues.

ASSOCIATION FOR ACCREDITATION OF AMBULATORY HEALTH CARE,
INC. (AAAHC)
Wilmette, IL

March 1998 - ACCREDITATION SURVEYOR AND FACULTY

Present
Serve as a surveyor on a consultative basis performing accreditation surveys of HMOs, ASCs, PPOs, multi-specialty
practices, group practices, office based surgical practices, US Air Force, and other such entities. Chair the Managed
Care Advisory Committee for AAAIIC, Serve as a member of AAAHC's faculty,
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December 2010 -
Present

May 2005 -
August 2007

August 2007 —
March 2008

April 1996 -
February 2005

Sept 1995 -
April 1996
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KEY HEALTH PLANS, INC. AND AVALON INSURANCE COMPANY
Tampa, FL

DIRECTOR

Serve as a member of the Board of Directors of a Medicaid HMO with service area in the Tampa FL area and South FL.
area.

SOUTH FLORIDA PREPAID HEALTH CLINICS
Miami, FL

COMPLIANCE OFFICER

Respansibilities included compliance with state statutory regulations, accreditation standards, and the quality
improvement program, and other related functions for a pre-paid health clinic (PHC) in south FL

CEO

Responsible for the overall management and closure of a PHC in the State of Florida.

TOTAL HEALTH CARE, INC.
Detroit, MI

TOTAL HEALTH CHOICE, INC.
Miami, FL

COMPLIANCE OFFICER

Responsibilities included operationally ensuring that the activities within 2 HMOs with combined membership of
75,000 are compliant with state statutes & other state & federal laws & coordination of activities relative to Internal
quality improvement processes & maintenance of accreditation (JCAHQ & AAAHC); overall corporate developmeént of
staff; corporate development of information systems to pemmit reporting of encounter data & the development of
HEDIS reporting & measures; key interactions with provider network, contracting, & provider rejations department to
ensure ongoing accreditation compliance & quality improvement, intemal development of staff to permit production of
proposals; the oversight of utilization management & quality improvement practices utilizing the principles of CQI;
coordination of RFIS/ITBs & other proposals & reports; coordinate and supervise the risk management programs at
both HMOs; supervision of the credentialing, fraud/abuse and QI departments of the Plans; & key interface with the
state regulators in both Michigan and Florida.

THE MEDSTAT GROUP
Ann Arbor, MI

MANAGER/CLIENT SERVICES

Responsibilities included management & operations of state govermment & peer review orgarizational clients on a
nation-wide basis for a for-profit organization specializing in medical information technology systems & decision
support. Included all team & budgetary responsibilities. Participated as a member of the project planning team and
with proposal development, negotiating, & contracting with entities related to state government & peer review
organizations, Delivered & coordinated health care counseling services for state government & peer review
organizations,



June 1987 -
June 1995

January 1987 -
June 1987

October 1986 —
January 1987

June 1983 -
October 1986

October 1980-
June 1983

April 1980 —
October 1980

May 1976 —
January 1978

3
MICHIGAN PEER REVIEW ORGANIZATION
Plymouth, MI

CHIEF OPERATING OFFICER

Responsibilities included administrative and operational accountability for the federal & state operations of the
statewide Peer Review Organization (PRO) for Michigan under contract with HCFA & State of Michigan. Included all
departmental, budgetary, & personnel for organization that had 11 offices statewide with a total of approximately 325
employees, Direct reports were director level staff totaling 8. Annual budget ranged from $10-14+ million. Chief
liaison with federal & state governimental agencies & hospital/physician organizations. Interaction with physicians,
medical societies and organizations statewide and nationally and with other health care praviders for education and
partnership relationships. Provided administrative/operational oversight for the wholly owned subsidiary, Pathway
Review Systems, which performed private review for clients nationwide including case management, The annual
operating budget was $400,000. Additionally, provided administrative management for a national for-profit company,
AmeriPRO (MPRO part owner & managing organization) that held the CHAMPUS review program contract with the
Department of Defense (DoD) for the Northem Region of the U.S.

CHIEF OF REGIONAL OPERATIONS

Responsibilitfes included administrative oversight for all federal functions of the State of Michigan PRO. Departmental
& budgetary responsibility for review operations & data departments.

SENIOR STAFF ASSOCIATE

Responsibilities included assisting the CEQ & CQO in general operational aclivities of the PRO. Actively involved in
private sector consulting efforts for the corporation.

OAKLAND GENERAL HOSPITAL
Madison Heights, MI

DIRECTOR/MEDICAL REIMBURSEMENT/ANALYST

This hospital administrative position had responsibility that included planning, implementing, & the continuing process
of DRG/PPS for Medicare, Medicaid, & other limited stay reimbursement programs & utilization management
throughout this acute care hospital with bed size of 240. Coordinated activities of medical staff, nursing, medical
records, admitting, fiscal services, & UR/QA regarding reimbursement & provided educatioh as appropriate.
Participated in maintenance and preparation for accreditation. Conducted statistical analysis of case mix data, quality of
care, & utilization practices at hospital.

DIRECTOR/PATIENT SERVICES

Responsibilities included administrative & budgetary . oversight for all activities of following departments: nursing,
central service; transportation, education & training, spectal procedures, operation room, emevgency, & critical care,
Involved in collective bargaining & contract negotiations. Responsible for participation & maintenance of
accreditation status for nursing/patient services. Served as chairperson for Safety Commitlee & as a member of
Executive Committee of hospital,

CLINICAL SUPERVISOR

Responsibilities included supervision of all hospital activities on PM shift involving staffing, disciplinary action, and
evaluation of staff.

PERALTA HOSPITAL
QOakland, CA

ASSISTANT DIRECTOR/NURSING



December 1975 —
May 1976

August 1973 -
August 1975

January 1973 —
August 1973

TEACHING
EXPERIENCE:

EDUCATION:

4
Responsibilities included supervisory/administrative oversight of entire nursing department including all acute care
units, critical care, emergency room, & surgical services of 210 bed acute care hospital. Served on several medical
committees & had involvement with the collective bargaining units. Responsible for participation in and maintenance
of on-going hospital accreditation.

HEAD NURSE

Responsibilities included 24-hour accountability of nursing activities on general med/surg & neuro/neurosurgical unit
& staff development, hiring, orientation, evaluation, discipline & supervision of all unit personnel. Experience with
collective bargaining units.

ST. LOUIS UNIVERSITY HOSPITALS
St, Louis, MO

CLINCIAL NURSE/NEUROSURGERY (Department Head)

Responsibilities included 24-hour accountability (including budgetary) for neurosurgical nursing unit (individual
department) at 250-bed acute care hospital.

NURSING SUPERVISOR

Responsibilities included supervision of medical/surgical floors, CCU, SICU, CVR, ER & psychiatric inpatient units,

e  Taught neurology/neurosurgical nursing to California State University nursing students & for CEU programs
(1976-78).

» Lectured to graduate students at Oakland University (Rochester, MI) on quality management as part of hospital
management course (1988-91),

e Guest lecturer at numerous state & national association meetings, physician groups, medical societies, hospitals,
AHA, AMPRA & University of Michigan School of Public Health (1987-1994).

»  Facilitator and faculty at AAAHC accreditation training programs (2002-present),

»  Facilitator for ambulatory surgery center trade orgarizations in Tennessee

s Lecturer af national and state primary community health centers meetings and conventions (2010-present)

UNDERGRADUATE

DePauw University School of Nursing, Indiana

Attended: 1968-72

Degree: Bachelor of Science

Special Study: Neurology/Neurosurgical Nursing & Neonatology

GRADUATE

Oskland University, Rochester, M

Curriculum

completed: Apnl 1987

Degree; Master of Science (pending completion of thesis)

POST-GRADUATE

University of Michigan School of Public Health, Ann Arbor, MI

Attended:; July 1994

Courses: Summer session in Epidemiology ~ Basie Concepts in Epidemiology & Medical Quality
Assessment



N e g AT e

CONTINUING
EDUCATION:

HONORS AND
ACHIEVEMENTS:

PUBLICATIONS:

THESIS:

October 2011

e  Ongoing continuing education in accreditation, HEDIS, infection control, & managed care to present

e JCAHO Accreditation Process (October 2002)

e Navigating the Accreditation Process — NCQA (October 1996 & October 2000)

e Attendance at numerous seminars on nursing, management, utilization management, quality improvement, CQI,
DRGs (1974-2006)

»  Participated in an 8 session program on “The 7 Habits of Highly Effective People” through Stephen Covey
Learning Center (January-March 1996)

e  Team Leader Training August 1994

e Tactical Selling Skills January 1996

s Influence Training January 1996

e

Member AAAHC Managed Care Advisory Comimnittee (2003-present)

Sigma Theta Tau

Elected Secretary/Treasurer — Michigan Osteopathic Rospital Directors of Nursing Association 1983

Served as appointee. on Michigan’s Governor Blanchard’s Advisory Task Force on Nursing Issues 1989-90

Served &n a number of national association committees in connection with HCFA on quality assurance, peer
review scopes of work, and services

»  Bumey, RE., MD, M.E,, Gies, D.W. Williams, MD, K.W,.Connolly, RN, & M.T, McKinney, DO, “A Trial of
Structured Implicit Review of Randomly Selected Peer Review Organization Cases™, Clinical Performance &
Quality Health Care, Vol. 1, No, 4, Oct/Nov/Dec 1993,

+  Doutliett, Karen W., “MPRO Responsibilities”, Bullefin (Washtenaw County Medical Society publication), Vol
41, No. 7, March 1990,

»  Douthett, Karen W., “MPRO Medicare Responsibilities”, Bulletin (Ogkland County Medical Society publication),
Vol. LXFV, No.7, August 1990,

Analysis of the relationship between the productivity of nurses and-their job safisfaction in the acute care hospital
setting.
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ROBERTO E. MARTINE
CORAL GABLES FLORIDA
TEL: 786-B53-1543

EMAIL: ROBERTOMARTINEZ528@GMAIL.COM —~ LINKEDIN HTTP:/ANWW.LINKEDIN.COM/PUB/ROBERTO-MARTINEZ/3/B08/514

PROFILE

As a high performing executive with. over 17 years of experience | have consistently delivered results faunching,
expanding or turning around businesses. The different challenges have required extensive work in strategy planning,
business development, project management, and process design, coupled with strong analysis of the environment and
opportunities. My experience has led me to become an expert in investment prioritization guidance and analysis, and
planning methodologies along with critical thinking and external perspectives to plan the development process. Overall
experience has focused on identification and implementation of new business opportunities, performance analysis and/or
due diligence.

Extensive experience n the healthcare industry, developing MLR ratios, IBNR, PMPM, provider payment models
(capitation, per diem, at risk..), provider contracting, implementing financial control systems and reporting including
financial planning benefit development. As a senior leader in different organizations | have successfully built relationships
with stakeholders, and delivered win-win altiances. Internationally | have travelled extensively through Latin America and
the US, as well as having led negotiations with institutions in China, South Korea, Pakistan and India. | am fluent in
Spanish and English,

KEY ACCOMPLISHMENTS

EXPANSION & LAUNCH
+  Spearheaded strategy development of Fiu Medical City @ MIA project.
htteg//wwwyoutube.com/wateh ?v=2yx49JguQicy

¢ Successfully launched and managed a health plan, recruited 500 insurance agents. Built a network of over 1,500
providers and over 600 locations. Launched a pharmacy and mental health consumer plans.

+  Launched the entry of a media storage products company in Argentina and captured 6% of the market within 4
months.

+ Developed and executed go to market strategy into the Caribbean and Central America, resulting in an increase of
the addressable market by over 35%.

’ Developed and launched logistics business unit.

TURNAROUND
*  Restructured $50 million + debt and conducted forensic audit for international division of a Venezuelan agro indusfrial
group, deployed operational and finance systems to improve business activities.

«  Took over an underperforming subsidiary, 4 years under revenue and EBITDA budgets, within 8 months of arrival
closed fiscal year meeting all budgets.

+  Created new pricing strategies which increased revenue per job by over 18%, and 13% net revenue.

. Instituted new operational and customer services initiatives which took my region from last in customer satisfaction to
first.

*  Turned around safes from a loss YOY to 20% growth in the first year.

* Restructured contracts and operations of an internet service provider resulting in a 35% growth in ROI.

WORK HISTORY

MADVISORY Miamt, FL. 07/2011-PRESENT
INDEPENDENT CONSULTANT

e
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Advisory, consulting and execution of corporate reorganizations, due diligence, performance audits, strategic planning
and processes evaluation and redesign.

FIU HERBERT WERTHEIM COLLEGE OF MEDICINE Miaml, FL.  01/2009-06/2011

DIRECTOR OF BUSINESS DEVELOPMENT

Spearheaded development of FIU Medical City @ MIA project, a health care center of excellence within the Airport City at
MIA. project. The medical aspect consisted of a 25 acre campus complex of specialized heaith services at Miami
International Airport. hitp://www.youtube com/waich2v=yx49JguQicY

Developed marketing strategy and branding for the Medical Schoot clinical services. Evaluated and recommended 1S
solutions for billing, practice management, EHR, credentialing for the nascent faculty practice at the college of medicine.
Evaluated ACO {accountable care organizations) model and medical home business model as strategic lines for college
of medicine. Responsible to develop, identify, qualify and manage: potential Joint ventures, strategic alliances and
business opportunities for the College of Medicine.

CAREY INTERNATIONAL Miam, FL. 03/2007-12/2008

VICE PRESIDENT (GENERAL MANAGER) SOUTH FLORIDA

Carey is a subsidiary of Ford Motor Company, which provides luxury transportation and logistics for events, companies
and VIP individuals. | reported to the East Coast Regional Vice President and responsible for over $25 million in P&L,
«  Within 8 months of taking over the operation met annual budget.

* Increased sales and customer retention, through development of new sales strategy to fit the local market.

+ Designed and implemented new independent dperator model which reduced fleet fixed costs by over 60%.

MeDpICLASSIC / MCCI GRoupP Miaml, FL. 10/2003-03/2007

EXECUTIVE VICE PRESIDENT FINANCE & OPERATIONS

MediClassic was a subsidiary of the MCC| Group, a health care group of companies in Florida with over $350 million in
revenues, sold to Goldman Sacks in 2007. Reported to the CEQ and Board of Directors. MediClassic was a regional
health plan targeting South Florida. In charge of launch and growth of the health plan.

. Grew plan from launch to 10,000 members and recruited 500 insurance agents & agencies within 14 months.

. Built a network of over 1,500 providers and over 800 locations in less than 18 months, with at risk and capitated
(PMPM) models.

. Managed and prepared projections, end of year audit coordination, actuarial and statutory reporting. Designed and
implemented all metrics and systems for management and reporting of utilization, customer service, sales and
costing.

. Developed in-house information system to manage; sales commissions, premium billing, capitation payments, claims
payments, strategic distribution of leads, network management, and member management.

. Utilized financial modeling to determine economies of scale, diminishing returns, and relationships between benefits
maximum'’s (market higher benefits), medical cost ratios (MLR) and price elasticity. Analyzed IBNR (claims incurred

but not reported) and MLR, and used data fo plan benefit design and margins. Developed innovative |BNR model
which included ICD9 (diagnosis codes) to extrapolate future high costs.

' Developed new products; pharmacy rider, dental rider, mental health rider.,

. Sales & marketing actions included the strategic development and direction of advertising and marketing, broker
recruitment, including support in sales to large accounts and large agency recruitment and website development.

' Guided the company through successful AAAHC accreditation. Principal contact and negotiator with regulaiors:
Office of Insurance Regulation and AHCA.
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*  Led strategic partnerships and proposal preparation in joint venture proposals to AHCA (capitation segmentation and

at risk contracts) to manage mental health, occupational & physical therapy and incontinence and DME supplies,

PLuris LLC Miami, FL. 12/2001-08/2003
CONSULTING

While attending graduate school | provided consulting and advisory services specializing in commercial strategies for
Latin American companies entering the USA and companies entering Latin America.

DousLECLICK Miami, FL. 02/2000-12/2001

DIRECTOR OF BUSINESS DEVELOPMENT - LATIN AMERICA
DoubleClick is the leading provider of digital marketing technology and services (Acquired by Google). [ reported to the
Latin America Vice President, and was responsible for Latin America online marketing media business unit,

MSN Yuri Miami, FL. 07/1998-02/2000

DIRECTOR OF BUSINESS DEVELOPMENT

Yupi Internet was the leading Hispanic web portal, later purchased by MSN; | reported to Senior Vice President of Content
and was responsible for the business development of content with operations in Miami, Spain, Argentina and Mexico.
Assisted CEQO on due diligence of potential acquisitions. Presented to investors.

ANDESIA GROUP Miami, FL. 06/1994-06/1998
PROJECTS MANAGER

Andesia is a leading industrial group in Latin America with operations in Colombia, Venezuela, Ecuador and the US. |

reported to the International & Strategy Vice President. Led market research, market assessment and implementation for
market and business lines expansion.

ACCOUNT MANAGER
Researched, identified and negotiated strategic alliances with global petrochemical manufacturers; resulting in portfolio
growth of 25%. .. Renegotiated contracts with ocean, and fruck carrlers, creating a savings of 15%. Led special projects,

implementing new accounting and communication systems.

ADVISORY AND OTHER EXPERIENCE
+  Signature Beach: Created business plan for Barbados hotel project.

«  ONE Sotheby's: South Florida's franchisor for Sotheby's International Realty®. Created business plan for

extension of franchise market coverage. Restructured accouniing processes and reports. Advisor on growth
strategies.

»  GRUPO SAN Simon: Agro industrial group from Venezuela with over $150 million in revenues, the company has
operations in cattle, leather, milk, shrimp and palm oil. Acted as an advisor and evaluator for the restructuring of
international operations and group wide analysis of financial, operational, organizational and legal activities.
Audited and re-constructed financials for the $43 million USA operation. Developed and deployed information
system to manage production, logistics and sales of $10 million shrimp division. Analyzed complex legal
structure, identified liabilities, and proposed changes to the structure, Mediated with debt holders and evaluated
potential joint venture with Yoplait.

»  Saltex Group: Advisor on strategy and operations. Member of the board of directors.

. Submarino.com.br: Development of entry strategy into USA market by Brazilian online retailer.
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. KoymaN GRoOuP: Assisted with the establishment of a centralized purchasing office in Miami.

EDUCATION
+  MASTERS IN INTERNATIONAL BUSINESS - FLORIDA INTERNATIONAL UNIVERSITY - Miami, FL.
*  (GRADUATE STUDY / MBA OPERATIONS AND INFORMATION SYSTEMS - FLORIDA INTERNATIONAL
UNIVERSITY Miamt, FL.

» DOUBLE BACHELORS MARKETING & INTERNATIONAL BUSINESS - FLORIDA INTERNATIONAL UNIVERSITY -
Miami, FL.

ASSOCIATIONS

. GREATER MiAMI CHAMBER OF COMMERCE — Trustee

Graduate of Leadership Miam¥

Annual Golf Tournament committee
v BEACON COUNCIL - Trustee

Annual Meseting & Auction committee

* FLORIDA INTERNATIONAL UNIVERSITY SCHO0L OF BUSINESS

ALUMNI CIRCLE SCHOOL OF BUSINESS
CO-CHAIR EHOF & AUCTION COMMITTEE



BARBARA A. ROQUETA
2860 SW 144™ Place; Miami, FL 33175
CELL: 305-613-5546;
E-MAIL: barbara33175@gmail.com

QUALIFICATIONS

32 years of manage care experience in direct management and development in health care organizations
Experienced in the administration and operational aspects of contract negotiation, network development,
provider support, credentialing, utilization management and customer service

PROFESSIONAL EXPERIENCE ’
Director; Provider Operations-KEY INSURANCE PLANS {KIP} and KEY HEALTH PLANS [KEY) (January 2010-Present)

[ ]
it

Implemented and ensured accurate training of the staff that included regulatory practices

_-Shared in the preparation of department policies and procedures, provider agreements and training manual,
“to meet with regulatory requirements and accreditation standards;

Developed and maintained the healthcare delivery system for a start up HMO and Insurance Company

Build successful business contacts with healthcare providers and community to promote/market organization
Established key contacts (hospital/physicians/staff) that would insure and maintain operational efficiency
Continually assessed networks for completeness, quality and financial status of participating providers
Expanded, trained and supported networks as needed to further the company’s objectives and goals
Prepared all network submission for regulatory and accreditation approval

Ascertained that all negotiated contracts would be manageable by the organization’s internal system
Regularly updated departments within the organization on status and composition of the provider networks
Worked with the Credentialing Department / Credentialing Committee to process and reappoint providers

Senior VP & Chief Operating Officer - RENAISSANCE HEALTH SYSTEMS {March 2005 — December2009)

Under my direction, developed a state wide {26 counties) Management Service Organization {MSQ) with over 2,000
providers contracted in the Medicare, Medicaid, Commercial and PPO lines of business, managing over 5,000 lives.
My responsibilities were as follows:

Hire, train and oversee more than 40 empioyees in the areas of administration, patient care, customer
service and provider contracting, crédentialing, servicing;

Develop and implement operational process, policies and procedures for organizational consistency;

Prepare provider agreements, addendums, joinders, along with training manual, marketing and educational
materials to meet with Health Plans’ regulatory requirements and accreditation standards;

Develop, negotiate/contract, educate/train and support an accessible, cost effective and marketable provider
networks based on quality (85% of providers, board certified in their specialty);

Negotiate and support contractual relationships with eight Health Plans;

Provide credentialing, demographic and contractual information/reports to Health Plans;

Develop and maintain relationships between Health Plans and providers to ensure provider compliance with
regulatory requirements, operational processes and marketing goals to grow/retain membership;

Establish one RHS pracess for provider to use, and translated information through the internal system of
eight Health Plans;

Establish a Credentialing Department to meet URAC/NCQA Standards and Health Plan’ regulatory
requirements which consistently Scored 98% to 100% compliance Health Plans’ yearly audits;

Participate as a nonvoting member of the Credentialing Committee;

Oversee Patient Care Department with the coordination of inpatient, outpatient and emergency services;
Establish processes, educate and guide provider to properly document medical records to adequately
capture Medicare Risk Adjustment {(MRA) Scores;

Assist Finance Department with data analysis and management of medical cost; and

Prepare the organization to meet URAC standards for accreditation,



Director, Network Development — EMP MEDICAL SERVICES {April 2003 to March 2005)

s Developed, maintained and managed a cost effective, accessible and marketable state wide provider
network of infusion, home health and durable medical equipment for-multiple lines of business.

¢ Maintained the relationship between the organization and contracted providers

» Continuously trained and addressed financial issues with providers within the network

* Ongoing interaction with health plans to discuss operational and network needs

e Involved with the direct management and coordination of patient care to ascertain that the provider network
was properly meeting the needs of the organization.

Director, Marketing Services — SQUTH EASTERN MANAGEMENT (June 2002 — March 2003)
* Promoted Diagnostic, Home Health, Infusion, DME and Physical Therapy Service in Dade County and
supervised all aspects of the Marketing Department and its staff
e Organized Marketing Department to include physician credentialing, policies and procedures and developed
relationships with physicians, Health Plans and insurance companies to maintaining a referral base
o Sought referral sources and implemented marketing strategies to increase business

Director, Marketing Services — MEDJCAL PARK AND AFFILIATED CENTERS (December 2000 — May 2002)
* Promoted eight full modality diagnostic facilities located in one county

Developed and maintained a referral base from physicians and insurance companies

¢ Negotiated and maintained contracts with Health Plans

Directly staffed and supervised all aspects of the Marketing Department

Prepared and successfully achieved AAAHC Accreditation

_Risk Contract/Network Specialist — HIP HEALTH PLAN {Vista Health Plan} (May 2000 — December 2000}

' s Developed and maintained the relationship between contracted risk barring specialty networks, MSOs and
the operational aspects dealings with Health Plan

* Managed networks’ relationship with Health Plans’ marketing, membership, claims and contracted providers

* Developed practices to assist risk partners identifying areas to improve services while managing financials

Contract Consultant — HEALTH SAVERS CLUB (July 1999 — May 2000)
e  Contracted delivery system throughout the state to provide healthcare to subscribers at discounted rates
* Contracted non-covered services at a discounted rate to enhance the benefits to the subscriber

Director, Provider Operations — PHYSICIAN HEALTHCARE PLAN (Currently known as CarePlus & Amerigroup) (March
1995 — July 1999)
* Director of Provider Operations that consisted of three regional offices (Miami, Tampa and Orlando) with
approximately 60 employees internal and assigned throughout the state
* Implemented goals according to the company's expectations
» Developed policies and procedures to meet regulatory and company requirements; ensured personnel
compliance
» Dealt with regulatory agencies as they pertain to the specific line of business being administered
* Maintained official contracts and appropriate addendums and the security and confidentiality of all data
pertaining to providers
»  Structured the delivery system, all development and expansion by negotiating cost effectlve and profitable
contracts
* Distributed and updated all contracts, manuals and documentation for the continuous training and servicing
of providers within the network

Director, Provider Operations & Credentialing — ST. JOHN MEDICAL PLAN (1994 — 1595)




¢ Implemented and ensured accurate training of Account Executives

o Established successful business relationships with hospital personnel, physicians and their staff to maintain
operational efficiency

» Assessed on an ongoing basis the financial status of participating PCPs

s FEstablished and maintained networks that further the company’s objectives and goals Developed and
distributed in-service manuals to educate all affiliated providers

» Prepared-all network submission for AHCA approval

 Identified and renegotiate contracts with providers by demographic as needed

» Ascertained that all contracts were negotiated and structured in a manner manageable by the internal
system and updated provider information to all departments

s Evaluated provider network for comprehensive and quality

* [nitiated and established the Credentialing Department / Credentialing Committee

Account Executive, Provider Relations — CAC, CAC RAMSAY & UNITED HEALTHCARE (1986 — 1994)
¢ Negotiated risk and non risk contracts for entire delivery system
s Supervised providers with risk sharing contracts and monitored the financial outcomes
s Developed relations with providers and their staff to maintain operational efficiency
» Developed training and implemented procedures to maintain company’s objectives
¢ Review Provider Reconciliation Audits quarterly to increase profitability
s Improved operating margins by re-negotiating cost effective contracts

Assistant to the Director of Operations — AMICARE PPO (Currently known as TENET) {1986)
¢ Assisted with all provider contracts, credentialing and administrative functions
* Responsible for all clerical support staff for the division

Medical Staff Coordinator - AMI PALMETTO GENERAL HOSPITAL (Currently known as Palmetto Regional Hospital)
{1985 - 1986)

» Coordinated medical staff functions for a staff of over.600 physicians

* Passed Joint Commiission on Accreditation of Hospital {/CAH) and regulatory audits as required

* Recorded and maintained records for all associated medical staff committees

e Obtained and furnished references to other institutions related to members of the medical staff

* Processed application through the Credential and Executive Committees for approval

* Furnished medical staff roster to all departments, and updated information on hospital computer system

¢ Assisted new Chief of Staff in preparation of new committees

Medicai Staff Coordinator ~ PAN AMERICAN HOSPITAL (Currently known as Metropolitan Hospital) (1980 — 1985)
e Maintain medical staff records for over 400 physicians )
» Passed Joint Commission on Accreditation of Hospitat (JCAH) and regulatory audits as required -
e Coordinate special education programs for the departments of Surgery and Medicine
¢ Obtained CME credits when warranted '
e Assisted physicians through their credentialing and reappointment process
*  Contributed to medical staff's monthly newsletter
e Worked with committee chairman on matters pertaining to the medical staff policies and procedures
* Maintained administrative policies and procedure manuals that pertained to the medical staff for compliance
with Medical Staff By-laws

References furnished upon requests
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Membership.Countm by Coﬁnty

County state Count Territory
Lee 1Fl 259 lee N
Palm Beach 1Fi 244 Palm Beach
Pinellas iF 219 Pinellas
Broward Fi 206 Broward
Hillsborough Fi 200 Hillsborough
Collier Fl 57 iCollier .
Pasco Fi 105 Pasco
Monroe Fl 57 Monroe
'Polk Fl 54 Polk
Miami-Dade Fl 39 Miami-Dade
Manatee Fl 35 Manatee
Orange Fl 35 Orange
Sarasota Fl 28 Sarasota
[Brevard Fl 26 Brevard
Hernando Fl 24 Hernando
|Charlotte Fl 15 ‘iCharlotte
Lake Fl 14 . ilake
{Seminole Fl 11 Seminole
indian River Fl 8 {indian River
Unknown TFI 6 1Unknown
|Citrus Fl 5 Citrus
{Jackson Fl 5 Jackson
{Marion IFl 5 {Marion_
Duval i 4 __jbwal
|saintiohns __{Fi __A____saintjohns
{Escambia ___|Fl 3 iEscambia |
Leon ... F 3 Leon
Okaloosa Fi 3 Okaloosa
Osceola Ft 3 Osceola
|Saint Lucie Fl 3 {Saint Lucie
Clay 1Fl 2 1Clay
Highlands Fl. i Highlanids
TMartin i 2 Martin
|Volusia T 2 Volusia |
_Alachua Fl 1 Alachua '
 Bradford Fl 1 Bradford
Hendry Fl 1. Hendry
Levy Fl 1 Levy
Nassau Fl 1 Nassau
Okeechobee Fl 1 Okeechobee
Putnam 1FI 1 Putnam
Santa Rosa Fi 1 Santa Rosa
Sumter l 1 Sumter
Total 1,797

04.04.2012
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FINANCIAL SERVICES
COMMISSION

RICK SCOTT
GOVERNOR

OFFICE OF INSURANCE REGULATION CHIES TNANGIAL OFFICER

PAM BONDI
ATTORNEY GENERAL

KEVIN M. MCCARTY ADAM PUTNAM
COMMISSIONER COMMISSIONER OF
AGRICULTURE

May 1, 2012

The Honorable Jeff Atwater Via Email
The Chief Financial Officer

Department of Financial Services

The Capitol, PL-11

Tallahassee, F1. 32399

Re: AvaHealth Inc., d/b/a Key Insurance Plan
Dear Chief Financial Officer Atwater:

Please be advised that the Office of Insurance Regulation (hereinafter referred to as the “Office™)
has determined that one or more grounds exist for the initiation of delinquency proceedings,
pursuant to Chapter 631, Florida Statutes, against AvaHealth, Inc., d/b/a Key Insurance Plan
(hereinafter referred to as "AvaHealth"). AvaHealth is a domestic insurer authorized to transact
insurance business in the State of Florida. As specified in Sections 631.051 and 631.061, Florida
Statutes, among the grounds that allow a petition for an order appointing the Department of
Financial Services (hereinafter referred to as the “Department”) as receiver and directing it to
rehabilitate or liquidate the business of a domestic insurer include if such entity:

(1) Isimpaired or insolvent.

The Office finds for the reasons set forth in the attached documents that
AvaHealth does not comply with the minimum capital and surplus requirements
of Section 624.408, Florida Statutes, and therefore, is impaired.

(2) Is found by the office to be in such condition or is using or has been subject to
such methods or practices in the conduct of its business, as to render its further
transaction of insurance hazardous to its policyholders, creditors, stockholders, or

the public.

The Office finds for the reasons set forth in the attached documents that
AvaHealth is operating in such hazardous condition.

KEVIN M. McCARTY * COMMISSIONER
200 EAST GAINES STREET » TALLAHASSEF, FLORIDA 32399-0305 « (850) 413-5914 » FaX (850) 488-3334
WEBSITE: WWW.FLOIR.COM * EMAIL: KEVIN.MCCARTY@FLOIR.COM

Affirmative Action / Equal Opportunity Emiployer COMPOSITE
EXHIBIT “C”



The Honorable Jeff Atwater
May 1,2012
Page 2

(3)  Has consented to such an order through a majority of its directors, stockholders,
members, or subscribers.

On April 23, 2010, when AvaHealth was under different management and
ownership, the company executed a Consent to Receivership. The Office is not
sure that this Consent is still binding, but has included it for review per the request
of the Rehab and Liquidation Division.

The Office has determined that AvaHealth is currently impaired and is operating in a hazardous
condition. As such, I am advising you of that determination so that delinquency proceedings can
be initiated by the Division of Rehabilitation and Liquidation. The following documents are
attached in support of such determination:

Exhibit 1 — Affidavit of Paul Johns, Financial Administrator, Life & Health Financial
Oversight

Exhibit 2 - April 23, 2010, Executed Consent to Receivership

As always, the Office stands ready to provide any additional information or assistance the
Department needs in order for this matter to proceed as expeditiously as possible. Thank you for
your attention to this matter.

;ZMV’
Kevin MM
Commissioner

cc: PK Jameson, General Counsel
Department of Financial Services

Sha’Ron James, Division Director
Division of Rehabilitation and Liquidation
Department of Financial Services



Affidavit of Paul D. Johns

State of Florida

County of Leon

BEFORE ME, the undersigned authority appeared Paul D. Johns, who after being swom,

deposes and says:

1.

I, Paul D. Johns, am over the age of eighteen (18), sui juris, and I am competent to testify
and have pérsonal knowledge of the facts contained herein.

I, Paul D. Johns, currently hold the position of Financial Administrator of Life and Health
Financial Oversight for the Florida Office of Insurance Regulation (hereinafter referred to
as the “OFFICE”). I graduated from Florida State University in 1984 with a Bachelor of
Science degree in Finance.

I have served as the Financial Administrator for fhe OFFICE since May 2008. I served
as the Financial Examiner/Analyst Supervisor in Life and Health Financial Oversight for
the OFFICE from August 1999 until May 2008. I served as an Insurance Examiner with
the OFFICE from 1992 until 1999. My prior work experience alS(.)”i'ncludes positions
with Bank of America as a Credit Analyst, C.’c;n.i;ﬁercial Lending Officer and Loan

Review Officer from 1985 until 1992.

" As a Financial Administrator with Life and Health Financial Oversight for the OFFICE, I

have obtained knowledge, both directly and ?i;n&i;ectly, through employees of the OFFICE
and financial statement filings regarding the financial condition of AVAHEALTH, INC,,
D/B/A KEY INSURANCE PLAN (hereinafter referred to as “AVAHEALTH”).

AVAHEALTH is a Florida domestic insurange company authorized to transact life and

health insurance business in Florida since September 22, 2005, pursuant to the Florida
EXHIBIT

1




Insurance Code. AVAHEALTH was incorporated under the laws of Fléﬁda on July 8,
2005. | |

On March 22, 2012, the OFFICE issued a suspension orcier to AVAHEALTH because of
various violations of the Insurance Code, including but not limited to, a financial
impairment. On April 13, 2012, AVAHEALTH submitted a Petition for Administrative
Hearing challenging the suspension ordef. On April 24, 2012, the OFFICE referred the
Petition to the Division of Administrative Hearings.

On April 19, 2012, the OFFICE issued a Cease and Desist Order to AVAHEALTH
because AVAHEALTH is and has been charging upauthorized rates in violation of
Section 627.410(6), Florida Statutes. As of today, AVAHEALTH has not challenged
such order.

The OFFICE has determined that one or more grounds exist for the initiation of
delinquency proceedings pursuant t§ Sections 631.051 or 631.061, Florida Statutes. .As

specified in these Sections, among the grounds that allow a petition for the appointment

of a receiver include:

a. Isimpaired or insolvent;

i. On April 25, 2012, AVAHEALTH submitted the March 31, 2012 monthly
financial statement (attached as Exhibit “A” and hereinafter incorporated by
reference) filed pursuant to the OFFICE’s March 5, 2009 letter (attached as
Exhibit “B”) directing continued submission of monthly financial statement
filings. Based on the March 31, 2012 monthly financial statement,
AVAHEALTH does not comply with minimum capital and surplus levels
required by Section 624.408, Florida Statutes. On March 31, 2012,
AVAHEAILTH was required by Section 624.408, Florida Statutes, to have
capital and surplus of one million five hundred U.S. Dollars ($1,500,000).

The March 31, 2012 monthly financial statement reports capital and surplus of



one million one hundred forty-one thousand four hundred twelve U.S. Dollars
($1,141,412). The capital and surplus reported by AVAHEALTH on March
31, 2012, was three hundred fifty-eight thousand five hundred eighty-eight
U.S. Dollars ($358,588) below the statutory amount required by Section
624.408, Florida Statutes. On April 25, 2012, the President of the company e-
mailed the Office indicating that the company was aware that it was below the
minimum stafutory requirements, but that additional capital had been infused
and indicated she ha& proof (e-mail attached as Exhibit “B”.) On April 26,
2012, the Office requested evidence demonstrating that the funds had been
deposited. On April, 30, 2012, during a conference call, the President of
AVAHFEALTH indicated that the shareholder had changed his mind and the

infusion had not been made.

b. Isfound by the office to be in such condition or is using or has beén subject to such

methods or practices in the conduct of its business, as to render its further transaction

of insurance hazardous to its policyholders, creditors, stockholders, or the public;

i

i.

iii.

On December 30, 2012, the Office received a copy of a resignation from the
three members of the board of directors. On January 19, 2012, the Office
received a copy of a resignation from a fourth board member.

On April 2, 2012, the Office met with representatives from AVAHEALTH
and was advised that all individuals previously acting in the capacity of
corporate officers had been replaced with new officers. During this meeting,
the Office advised the new management that it would need to submit pro-
forma financial statements projecting the future financial condition of
AVAHEALTH

On April 19, 2012, the Office received pro-forma financial statements from

AVAHEALTH which did not appear reliable and of a standard sufficient to



support AVAHEALTH’s successful accomplishment of its Florida plan of

business operations.
9. Thus, the OFFICE has made a determination that the grounds for issuing an Order for the

immediate appointment of a Receiver exist under Sections 631.051 or 631.06 1, Florida

Statutes.

FURTHER AFFIANT SAYETH NAUGHT.

Paul D. Johns
Financial Administrator

Life & Health Financijal Oversight
Office of Insurance Regulation

.
STATE OF __‘_"/Léﬂiié‘
COUNTY OF Z\ LT

The foregoing affidavit was sworn to and subscribed before me this 315& day of Aph l ,
2012, by _fawa O Jehus

Personally known to me X~

Identification Produced

SWORN AND SUBSCRIBED, before me this 307 day of _Ag |, 2012.

My Commission Expires:

Cuig 8 DOVD
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HEALTH QUARTERLY. STATEMENT

AS OF MARCH 31, 2012
OF THE CONDITION AND AFFAIRS OF THE

AVAHEALTH, INC.

NAIC Group Code 0000 NAIC Company Code _12316 Employer's I} Number 20-3075951
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For the month of March 2012

ASSETS
—

2509. Totals (Lines 2501 through 2508 plus 2588)(Line 23 above)

Current Statement Date 4
1 2 E] December 31
Neat Admitted Assets Prior Year Net
Assets Nonadmitted Assets (Cols.1-2) Admitted Assets
- Bonds . 0.00 000
2. Stocks:
2.1 Pretferred stocks 0.00 0.00
2.2 Common stocks 0.00 0.00
3. Morigage loans on reaf estate:
3.1 First liens 0.00 0.00
3.2 Other than first liens. 0.00 |, 0.00
4. Real estate:
4.1 Properties occupied by the company (less$ .o -
BNICOS) oo eesem s ssessssssen s oot ettt e e e e et s earseeerennneeeceseetoeseoseesressesroereereremeon 0.00 ..0.00
42 P held for the prod of incame {less
$ } 0.00 0.00
4.3 Properties held for sale (eSS $ oo e
brances) ..0.00 0.00
5 Cash($® .. 3,259,438.63 ), cash equivalents
[ 0.00 ') and shona-term
i &3 000 ) 3,268,438.83 | e e -.3,250,438.63 |.............2,680,468.00
6. Contract ans {including $ pr notes} 0.00 0.00
7. Derivat 0.00 ...0.00
8. Otherinvested assets 0.00 0.00 0.00
9. Recei for £ NP URE R S - 0.00 0.00
16.  Securities lending assats 0.00 0.00 0.00
11.  Aggregate wrile-ins for assets 0.00 0.00 0.00 .0.00
.12, Subtotals, cash and invested assets (Lines 1to 11) 3.,259,438.63 0.00 |. 3,259,438.63 | .........2,680,468.00
13, Tiie plants less § harged off {for Title insurers
only) 0.00 0.00
14, investment income due and accrued - 0.00 0.00
15.  Premiums and considerations: X
15.1 Uncollected premiums. and agents’ balances in the course ot colk 0.00 0.00
15,2 Detemed agents’ bal and ir booked but
deferred and not yet due (including $ .
eamed but unbilled premiums) 0.00 0.00
15.3 Accrued retrospective premums 6.00 .00
16. Reinsurance: -
16.1 Amounts recoverable from reinsurers
16.2 Funds hekd by or ited with companies
16.3 Othar amounts receivable Lder reinsurance contracts
17, Amounts receivable relating to d plans
18.1 Curent federal and foreign income tax recoverable and interest thereon ...
182 Net deferred tax asset : 2,850,000.00
19. Guarany funds receivable or an deposit
20. Ef ic data pi ing equipment and
21, Fumiture and equipment, including health care delivery assets
(3 } 6.088.18 6,088.16 0.00 0.00
22. Net adjustment in assets and fiabilities due to foreign exchange rates 0.00 0.00
23. Receivables from parent, subsidiaries and affiliates 569,431.27 569,431.27 0.00 0.00
24. Healthcare ($ ..... ) BN OMBr BMOUITS 1ECENADI ... .. oo e ccemrsesmesiron oo ree 0.00 83,191.00
25. Ag: ite-ing for other than i assets ... 295, 326.31 295,326.31 0.00 0.00
26. Total assets excluding Accounts, g: and
Protectad Gelf Accounts (Lines 12 to 25} 6,980,284.37 3,720,845.74 3,259,438.63 2,846,259.00
27. From S Accounts, Segregated Ac and P d Cell
A 0.00 0.00
28. Total (Lines 26 and 27) 6.,960,284.37 3,720,845.74 3,258,438.63 2,846,259.00
DETAILS OF WRITE-NS
1101,
1102,
1103,
1198. Summary of remaining write-ins for Line 11 from overfiow page £2.00 0.00 0.00 0.00
1199.  Totals (Lines 1101 through 1103 plus 1188)(Line 11 above) 9.00 0.00 9.00 0.00
2501. Elavon Credit Card 295,3%6.31 285,326.31 0.00 0.00
2502,
2503. -
2598, Summary of remaining wiite-ins for Line 25 from overflow page 0.00 0.00 0.00 0.00
205.32%6.31 205,326.31 0.00 0.00




For the_month '.Of March 2012 _
LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered U d Towl Total
1. Glaims unpaid (885§ ..., TRINSUTANCE ceded) 1,683,459.00 1,683,4589.00 1,683,459.00
2. Accrued medical incentive pool and bONUS AMOUNS ... oo L 0.00
3. Unpaid claims agj 1t expanses 33.056.00 R 33,056.00 | .
4. Apgregate health policy resecves, including the liability of
$ e 0.00 dor medical Igss ratio rebate per the Public-
Health Service Act £3,413.00 63,413.00 63,413.00
5. Aggregate litg policy reserves - 000 0.00
6. Propertylcasualty unearned premium reserve 0.00 {.... 0.00
7. Aggregale Bealth ClaiM FOSOIVES . ......co..._....¢oceeermereses e seeeercmss e cossoeseseseees e esreeeeeseee s eememe oo - 0.00 0.00
8. Premiums rocsived in advance 214,079.59 _214,079.58 167,998.00
"9, General expenses due or actrued 104,018.65 104,018.68 51,917.00
10.1 Current federal and foreign income tax payable and interest thereon
on realized gains (losses)) 0.00 0.00
102 Netd d tax liability 0.00 0.00
11.  Ceded reinsurance pr payable 0.00 0.00
12, Amounts withheld or retained for the account of others, _—— 0.00 0.00
13, Remittances and ilems not all 000 0.00
14. Bomowed money (including $ .o oo e current) and
interest thereon $ ..coeeerc e (including
$ curent) 0.00 0.00
15, Amounts due to parent, subsidiaries and affiliates 0.00 0.00
16. Deri . 0.00 0.00
17. Payable for _0.00 0.00
18. Payable for lending 9.00 0.00
19.  Funds held under reinsurance reaties (with
d rei) sand$ unat d
reinsurers) 0.00 0.00
20. Reinsurance in ized p 0.00 0.00
21, Netadj in assets and Ii due to foreign exchange rates 0.00 0.00
. 22, Lisdility for amounts held under uninSured plaNS ..... ... weveesimeme e oceeomeersoneefus e o 0.00 0.00
23. Aggregate write-ins for other liabilities (including $
current) 20,000.00 0.0 20,000.60 20,000.00
24.  Total liabilities (Lines 1 to 23) 2,118,026.25 |..... 0.00 2,118,026.25 2,019,843.00
25, ‘Aggregzna write-ins for spedial surplus funds 200 20K 0.00 0.00
26. Common capital stock XXX XX, 1,500,000.00 1,506,000.00
27. Preferréd capital stock X 200
28. Gross paid in and contributed surplus XX XXX 12,917,000.00 | 607,000.00
29. Sumplus notes XXX....... XXX
30, Aggregate write-ins for other than specia sumius funds XXX XXX..... 0.00 0.00
31.  Unassigned tunds (suplus) XXX, XXX, (13,275,587.62)]............. {12,280,584.00)
32. Less treasury stock, at cost:
< -2 U shares common {value included in Line 26
$ ) XXX XXX..... 0.00
322 e reea e, ShATES preferred (value included in Line 27
$ ) XXX XXX 0.00
33. Total capital and surplus (Lines 25t0 31 minus Line 32} ..o oo fn s erneen X0 X0, rernarnsesd] 1,141,412.38 [ ... 826,416.00
34. _Total liahilities, capital and surplus (Lines 26 and 33) X0 o 3,259.438.63 2,846.250.00
DETAILS OF WRITE-INS -

‘| 2301. Broker Comission Payabie 20,000.00 20,000.00 |.. 20,000.00
2302.

2303.

‘| 2388. Summary of remaining write-ins for Line 23 from averflow page 0.00 {. 0.00 0.00 0.00
2399. _Torals (Lines 2301 4 h 2303 plus 2398)(tine 23 above 20.000.00 0.00 20,000.00 20.000.00
2501, b o, ¢ CHRUIN SNSRI XXX
2502, XX XXX
2598. Summary of remaining write-ins foc Line 25 from overflow page O 000 0.00 0.00
2599, Totals (Lines 2501 through 2503 plus 2598)(Line 25 above) XXX XXX 0.00 0.00
3001. XXX XXX,

3002, X XXX,

3003. XXX XXX....

3098. Sumimary of remaining write-ins for Line 30 irom overfiow page 20 X 0.00 0.00
3099. . Totals {Lines 3001 through 3003 pius 3098)(Line 30 above) XXX X0 0.00 0.00




For the month of March 2012
STATEMENT OF REVENUE AND EXPENSES

2999.  Totals (Lines 2001 through 2003 plus 2388)(Line 29 above)

Current Year Prior Year Prior Year Ended
To Date To Date December 31
1 2 3 4
Uncovered Total Total Totat
1. Member Months XK. 5.725.00 29.242.00
2. Net pramium income (Incuding$ ... OR-health
p income) XXX 1,312,384.07 §,252,692.00

3. Change in uneamed premium reserves and reserve for rate credits | XXX 0.00

4. Feeforservice (netof $ medical XXX, 0.00

S.  Rigk revenve X0 0.00

6. Aggregate write-ins for other health care related revenues XXX...... 0.00 o000 Lo 0.00

7. Aggregate write-ins for other non-health revenues XXX 13,680.9% 9.00 0.00

8. Total revenues (Lines 210 7) XXX 1,326,064 98 0.00 |. §,252,692.00

Hospital and Medical:

9. Hospi <o T OSSO OTY ST S, 1,076,510.31 4.921,518.00
10.  Other profe | services X
11, Outside ref e .00
12.  Emergency room and out-of-area 0.00
13. P jon drugs 0.00
14, Aggregate write-ins for other haspital and medical ....... 0.00 {.... 0.00 0,00 | 0.00
15.  Incentive pool, withhold adjustments and bonus amounts . 0.00
16.  Subtoral (Lines 9 to 15) 0.00 3.078,510.31 0.00 4,921,518.00

Less:
17.  Net reir 0.00
18. Tatal hospital and medical {Lines 16 minus 17) 0.00 1,076,510.31 0.00 4.921,518.00
19, NOM-hEaRH CIAIMS {1008} ..... oot aeesecsenceecesssese oo masmereens e v feeeeeeesteesenremeeesemeeessememeeee.horms e oeeessnesee e snes i s oemiee
20. Clajms adj p ing$ . cost
expenses _ 350,000.00
21. Genera) admini 0.00 985,895.35 1,582,228.00
22, Increase in reserves for life and accident and health contracts
{including $ . N 1ESRIVES TOF I8 ONIY} . [ oo e cercrreine ferecassersemmasssrcoessanemmermens fesreasssecceeiene s eansessssencs 0.00
23, Total underwriting deductions (Lines 18 through 22), 0.00 2,063,405.66 {.......o.oocrvrcenn 0,00 1 ....5,803,746.00
24, Net underwriting gain or {loss) (Lines 8 minus 23} 20K (737,340.68) 0.00 {551,054.00),
25. Netinvesiment income earned ..0.00
26.  Net realized capital gains (losses) less capital gains tax of
$
27.  Netinvestnent gains {losses) (Lines 25 plus 26) 0.00 0.00 0.00
28.  Net gain or (foss) from agents’ or premium balances charged oft [(amourt
recovered $ ... - )
{amount ch doff § hi
29.  Aggregate write-ins for other income or 0.00 0.00 0.00 0.00
T Nocome tes (Unes 26 Pt 37 s 28 ph 20y e e tecer) XX (737, 34088 040 {551, 54.0)
3t. Federal and foreign income taxes incurred XXX
32. _Netincome (oss) (Lines 30 minus 31) XX (737.340.68) 0.00 (551,054.00)!
DETAILS OF WRITEINS '
0601, XX
0602. XXX
0698. Summary of remaining write~ins for Line 6 from overflow page 200X 0.00 .00 0.00
0699. _Totals (Lines 0601 through 0603 plus 0698}(L.ine 6 above; XXX 0.00 0.00 0.00
0701.  Other tncome X0 13.680.91 0.00
0702 XXX
0703, . e
0798. Su;nmary of remaining write-ins for Line 7 from page XXX 0.00 0.00 0.00
0799. Totals {Lines 0701 through 0703 plus 0788)(Line 7 above} XXX 13,680.91 4.9 0.00
1401.
1402,
1403
1498. Summesy of-remaining write-ins for Ling 14 1r0m overfiow page ... frrrmeremcooeaensd 0.00 0.00 0.00 0.00
| 1499, _ Totals (Lines 1401 through 1403 pius 1498)(Line 14 above) 0.00 0.0 0.00 0.0
2501.
2802,
2903
2998. Summary of remaining write-ins for Line 29 lrom overflow page 0.0 0.00 0.00 0.00
9.00 0.00 0,00 0.0¢




For the month of March 2012

STATEMENT OF REVENUE AND EXPENSES Continued)

Cument Year Prior Year Prior Ye:r Ended
to Date to Date December 31
CAPITAL AND SURPLUS ACCOUNT
23, Capital and surplus prior reporting year. 826,416.00 ....(2,806,783.00)
34. Netincome or (loss) fram Line 32 {737,340.68), (551,054,00),
35, Change in valuation basis of aggregate palicy and claim reserves
36. Change in net unrealized capital gains {losses) less capital gains tax of $
37. Change in net unrealized foreign exchange capital gain or (loss)
38. Changs in net deferred income tax 0.00
29, Change in nor assets {257 ,663.00) {466,947.00)
Change in unauthorized reinsurance 0.00 {. 0.00
41. Change in treasury stock 0.00 0.00
42, Change in surplus notes .00 - . 0.00
Cumulative effect of changes in accounting DES......oooeececrerec e ecesnecmesoneamme s hwasenent seens e e bsaerease e mmes e e
44, Capital Changes:
44.1 Paid in 0.00 0.00
44 2 Transierred from surplus {Stock Dividend)........ a.06 0.00
44.3 Transterred to surplus. T .
45.  Surplus adjustments:
45,i Paid in 1,310,000.00 [ b 4,800, 000.00
45.2 Transterred 1o capital {Stock Dividend) I
45.3 Transterred from capital
46. Dividends to stockhokters
47. Aggregate writg-ins for gains or (losses) in surplus .0.00 0.00 {148,800.00}
48. Netchange in capital & surplus (Lines 34 to 47) 314,996.32 0.00 3,613,199.00
49. ital and surplus end of reporting period {Line 33 pius 48) 1,141,412.32 7 0.00 826,416.00
DETAILS OF WRITEINS
4701.  Adj t {148,800.00)
4702 -
4703,
4798. Summary of remaining write-ins for Line 47 from gverfiow page .. 0.00 0.00 |.... 0.00
4799. _Totals (Lines 4701 through 4703 plus 4798){Line 47 above) 0.00 0.00 {148,800.00)




For the month of March 2012
CASH FLOW

Cun'er:t Year Pr;orzYear PriorYe:r Ended
To Date To Date December 31
Cash from Operations
! Premi netol 1,358,485.66 5.310,071.00
2. Neti 1t income 0.00 | _0.00
3. Mi incame 13.680.91 0.00
4. Total (Lines 1 to 3) 1,372,146 57 0.00 6,310.071.00
5. Benefit and Ioss related pay 1,075,510.31 5,901,275.00
6. Net fers to A nts, Segreg: Ag AN Protected Coll ACCOUMS ....cu..ccureceoeocfr e ceaceaens covesssssstssses fomssmsassssssmeneercers o soeeeses foesesssesssrenerses s sessesnn
7. Commissi p paid and agg write-ins for deductions .. — 985,895.35 2,046,500.00
8. Dividends paid o PORCYROIBIS ... . ..o.iomoeeoe et oo aeeemeeeee e ee oo ser oo oo e
9. Federal and foreign income taxes paid {recovered) netof$ . taxoncapita
gains {losses) . ...... .00 0.00
10.  Totai (Lines § through 9) 2,063,405.66 0.00 7.947.865.00
11 Net cash from operations (Line 4 minus Line 10) (591,250.09) 0.00 (1.637,794.00)
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
12.1 Bonds 0.00 0.00
122 Stocks 0.00 -~ 0.00
12.3 Mortgage loans I 0.00 .00
12.4 Real estate 0.00 0.00
12.5 Other i d assets L1 7.+ 2 TSRO SO .00
12.6 Net gains or (losses) on cash, cash equivalents and short-term ir 0.00 |..... 0.00
12.7 Miscel proceeds 0.00 0.00
12.8 Total investment procoeds (Lines 121 to 12.7) 0.00 0.60 £.00
13.  Gost of investments acquired (long-temm only):
13.1 Bonds 0.00 £.00
13.2 Stocks 0.00 0.00
13.3 Mortgage loans 0.00 £.00
13.4 Real estate 0.00 6.00
13.5 Other i assets 0.00 0.00
13.5 Miscell ] i ©.00 0.00
13.7 Total investments acquired {Lires 13.1 to 13.6) 0.00 0.%0 9.00
14, Netil (or in loans and premium notes 0.00 3.00
15.  Net cash from investments (Line 12.8 minus Line 13.7and Line 14) ... ... ... 0.00 0.00 0.00
Cash from Financing and Miscetlaneous Sotirces
16. Cash provided (applied):
16.1 Surplus notes, capital notes 0.00 0.00
16.2 Capital and paid in surplus, less treasury stock 1,310,000.00 0.00
163 funds ' 0.00 0.00
16.4 Net deposits on deposit-type contracts and other insurance liabilities 0.00 0.00
16.5 Dividends to 0.00 0.00
16.6 Other cash provided {applied) (38,770.28) 3.448.899.00
17.  Netcash from financing and miscellaneous sources (Line 16.1 through Léne 16.4 minus Line 16.5
pius Line 16.6) y 1.270.229.72 0.00 3,448.899.00
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Netchange in cash, cash equivalents and short-term invesiments (Line 11, plus Lines 15 and 17) .. 578,970.63 0.00 1,811,105.00
19. Cash, cash equivalents and short-term investments:
'19.1 Beginning of year ..2.680,466.00 869,363.00
19.2 End of period (Line 18 plus Line 19.1) N 3,259,438.63 .00 2,680,463.00 |
Note: Suj al disclosures of cash fow information for non-cash fransactions: ] —




FINANCIAL SERVICES
COMMISSION

CHARLIE CRIST
GOVERNOR

OFFICE OF INSURANCE REGULATION ey EANCIAL OFFICER

BILL MCCOLLUM
ATTORNEY

KEVIN M. MCCARTY CHARLES BRONSON
COMMISSIONER COMMISSIONER OF
AGRICULTURE

Sent by Electronic Transmission
March 5, 2009

Henry H. Neely

Vice President, Operations
AvaHealth, Inc

3030 North Rocky Point Dr. W,
Suite 800

Tampa, FL. 33607

Mr, Neely:

Thank you for your email dated March 2, 2009 regarding the $1,195,192 receivable from parent
received on March 2, 2009.

In reference to the advance of the receivable due from the parent reported on the 2008 annual
statement, per the Statement of Statutory Accounting Principles No. 72, paragraph 8:

“Notes or other receivables received as additional capital contributions satisfied by receipt of
cash or readily marketable securities prior to the filing of the statutory financial statement
shall be treated as a Type I subsequent event in accordance with SSAP No. 9 and as such -
shall be considered as admitted asset based on the evidence of collection and approval of the
domiciliary commissioner”.

Note that the advance of a receivable due from the parent should be approved prior to the filing
of the statement. We will approve the advance of the receivable from the parent for the 2008
annual statement, but any future receivable from the parent under similar circumstances without
prior approval from the Office of Insurance Regulation (“Office”) may be disallowed

Asa result of the review of the 2008 Annua} Statement, we will require a revised current
business plan for AvaHealth, Inc. due April 3, 2009. Please provide quarterly pro-forma
financial statements for AvaHealth, Inc. through year-end 2009.

ALTH FINANCIAL OVERSIGHT
P) 413-5029 * Fax (850) 488-7061
 BEDY@FLOIRC.OM




Page 2
Henry H. Neely
March 5, 2009

Additionally, Avatealth, Inc. will be required to provide monthly statements to the Office
beginning with the April monthly statement. The monthly statement filing will be due each
month, 25 days after the end of the month. The first monthly statement will be due May 25" for
the month of April. The monthly reporting shalf continue until permission to cease is received in
writing from the Office.

The following pages will be required for the monthly filing:

Signed & Notarized Jurat Page

Assets Page

Liabilities, Capital and Surplus

Statement of Revenue and Expenses

Cash Flow

Exhibit of Premiums, Enroliment and Utilization
Schedule T — Premiums and Other Considerations

We appreciate your attention to our comments and filing requirements as outlined above.

Sincerely,

5@)"8/ w
Ray Kennedy
cc: Robert A. Willis

Paul Johns
Valerie Reglat



Schoenecker, Catharine

From: Kennedy, Ray

Sent: Thursday, April 26, 2012 7:41 AM

To: Wilkerson, Toma; Johns, Paul, Reglat, Valérie
Subject: FW: March 31, 2012 Monthly Financial Statement

From: kwconnolly@aol.com [kwconnolly@aol.com]
Sent: Wednesday, April 25, 2012 10:23 PM

To: Kennedy, Ray

Subject: Re: March 31, 2012 Monthly Financial Statement

Ray, I want to let you know that the financial statements have been appropriately uploaded today along with the
executed Jurat page.

Please be aware that I am completely aware that the minimum requirements for reserve requirements are not
met. It should be noted that this is prior to the April date of new management and we have infused addl capital
into the appropriate capital. We do have proof of this.

Please call me with any questions. Karen Connolly.
Sent from my Verizon Wireless BlackBerry

From: "Kennedy, Ray" <Ray.Kennedy@floir.com>

Date: Tue, 24 Apr 2012 18:55:40 +0000

To: 'Karen Connolly'<kwconnolly@aol.com>

Ce: Reglat, Valerie<Valerie.Reglat@floir.com>; Johns, Paul<Paul.johns@floir.com>.
Subject: March 31, 2012 Monthly Financial Statement

Karen — The Monthly Financial Statement for March 31, 2012 is due April 25, 2012 in the Regulatory
Electronic Filing System (REFS).

Due in REFS for monthly reporting is the company contact, the monthly financial statement, and the signed
notarized Jurat page. -

RAY Kennedy

Reinsurance Specialist

Florida Office of Insurance Regulation
Life & Health Financial Oversight

200 East Gaines Street

Tallahassee, Florida 32399-0327
Phone: 850-413-5029

Fax: 850-488-7061
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HEALTH QUARTERLY STATEMENT

AS OF MARCM 31, 2012
OF THE CONDITION AND AFFAIRS OF THE

AVAHEALTH, INC.
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For the month of March 2012
ASSETS

Current Sttement Date r
1 2 3 December 31
Net Admitted Assets Prior Year Net
Assets Nonadmitted Assets {Cols. 1-2) Admitted Assets
1. Bonds 0.00 0.00
2. Stocks:
2.1 Preferred stocks 0.00 0.00
2.2 COMMON SI0CKS ... cortcacsresmesese e csssmsmsm s o srsssress e sssscsees oo fessresssmsees oesnrseeesemestctses beeeoeemeeeeeerseeeeeeeo oo 0.00 0.00
3. Mortgage loans on real estate:
3.1 First liens 0.00 0.00
3.2 Other than first liens 000 .. 0.00
4. Real estate:
4.1 Propenties occupied by the compary {less $ S -
Cos) 0.00 0.00
4.2 Properties heid for the production of income (less
3 & . 0.00 0.00
4.3 Properties held for sale {less $ e,
1085) ...0.00 0.00
5 Cash($ —..._..3,259,438.63 ), cash equivalents
[ J—— 0.00 ) and short-term
i [ 0.00 ) 3,259,438.63 3,259,438.63 |
6. Contractloans (nCluding$  ....oceeevvveovocrrnecrresree. PXEMIUM NOtES) J— 0.00
7. Derivati 0.00
8. Otheril d assets 0.00 0.00
9. Receivables for 0.00
10.  Securities lending i ) assets 0.00 ... 0.00
11, Aggregate write-ins for | assots 0.00 0.00 e 8,00
.12, Subtotals, cash and invested assets (Lines 110 11) . 3,259,438.63 o— 3,289,438.63
13 Title plants less $ ged off (for Title insurers
only) 0.00 0.00
14.  Investment income due and accrued 0.00 0.00
15.  Premiums and considerations: .
15.1 Uncollected premiums and agents’ balances in the course of ool 0.00 0.00
15.2 Deterred p agents' bal and i { booked but
deferred and not yet due (including $
eamed but unbilled premiums) 0.00 0.00
15.3 Accrued e PIOMIAUMS (.. ore o cocermceceeeevaersss s eecesrmssres e nsnasamen Lot srnn s eesssnssssecsms e csbmsinso s fecemme 0.00 .00
16. Reinsurance:
16.1 Amounis ble trom 0.0 0.00
16.2 Funds held by or di with companies 0.00 0.00
16.3 Other amounts receivable under 0.00 0.00
17. bie retating to plans 0.00 0.00
18.1 Current federal and foreign income tax recoverable and interest thereon ..... 0.00 0.00
182 Net tax asset fere b 2,860,000.00 [ 2,850,000.00 000 [ 82,600.00
19. Guaranty funds ble ¢r on deposit 0.00 0.00
20. El ic data p ing equipment and 0.00 0.00
21.  Fumiwre and equipment, including health care defivery assets
(£ ) PR $.088.16 6.,088.16 0.00 0.00
22.  Net adjustment in assets and fiabiliies due to foreign exchange rates 0.00 0.00
23. Receivables from parent, idianes and affiliates 569,431.27 569,431.27 0.00 0.00
24. Healthcars ($ .o _..... ... Yand other amounts receivable ..... 0.00 . ..........83,191.00
25. Aggregate wrile-ins for other than i assets 285,326.31 0.00 2.00
26. Totwl assets ding Sep Accounts, Segreg: Accounts and
Protected Cell Accounts (Lines 12 to 25) §.580,284.37 3.720,845.74 3,259 438.63 2.846.259.00
27. Fsam Separate Accounts, Segregated Accounts and Protected Cell 000 000
28. Total (Lines26and27) 6.980,284.37 3.720,845.74 3,258 438.63 2,846,259.00
DETAILS OF WRITEANS
1101,
1102.
1103.
1198, Summary of remaining write-ins for Line 11 from overtiow page 0.00 0.00 0.00 0.00
1198, Totals (Lines 1101 through 1103 plus 1198)(Line 11 above) 0.00 0.00 0.00 0.00
2501. Elavon Credit Card 285,326.31 205,326.31 .0.00 0.00
2502,
2503.
2598. Summary of remaining write-ins for Line 25 from overfiow page 0.00 0.00 0.00 £.00
295,326.31 2%5,3%6.31 0.00 0,00

2509, Totals (Lines 2501 through 2503 plus 2598)(Line 25 above)



For the month pf March 2012 _
LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Towml Total
1. Giaims unpaid (less § reinsurance ceded) 1,683,459.00 1,683,459.00 1,683,459.00
2. Accrued medical incentive pool and bonus amounts - 0.00 0.00
3. Unpaid claims adjusiment expenses ...._ ...33.056.00 33,056.00 | .. 33.056.00
4. Apgregate health policy reserves, including the liability of
$ e 0,00 fOr medical loss ratio rebate per the Public
Heaith Service Act - £3,413.00 63,413.00 63.413.00
S.  Aggregate life policy reserves 0.00 000
6. Property/casualty unearned premium reserve 0004 0.00
7. Aggregate health claim 0.00 0.00
8. Premi ived in 214,079.50 214,079.59 167,998.00
"8, General expenses due or accrued 104,018.66 04,018.66 51.997.00
10.1 Current federal and foreign income tax payable and interest thereon
(nchuding $ —cooevecevever e ON relized gains (losses)) 0.00 0.00
10.2 Net deterred tax liability S GO 0.00 0.00
11, Ceded reinsurance premiums payable 0.00 0.00
12.  Amounts withheld or retained for the account of others. - 0.00 .00
13. Remittances and items not all 0.00 0.00
14. Bomowed money (including $ tererrameceees - CUMERNE) ANG
imerestthereon$ ... {including
$ current) 0.00 0.00
15.  Amounts due to parent, subsidiaries and affiliates 0.00 0.00
16. Der . 0.00 0.00
17. Payable for £.00 0.00
18.  Payable for lending 0.00 0.00
19, Funds held under reinsurance treaties (With § . c..oc.cecrmmor -
d reil and § unauthorized
) 0.00 0.00
20. Reinsurance in UNZUENOMZEM COMPAMIES ......c.. ..o com:ceeers oot osssamessm et samsfesaesseas o meem oo cessmassease 0.00 0.00
21, Net adj in assets and I due to foreign ge rates 0.00 0.00
. 22, Uability for amounts heid under uni plans 0.00 0.00
23, Aggregate write-ins for other li {inchuding $
current) 20,000.00 0.00 20,000.00 20,000.00
24. Total liabilities (Lines 1 to 23) 2,118,026.25 ..0.00 2,118,025.25 2,019,843.00
25. ‘Aggregme write-ins for spacial surplus funds 1. o, GRININ SRR XX 0.00 0.00
26. Common capital stock X0C XXX 1,500,000.00 |................1,500,000.00
27. Preferred capital stock XXX 2O
28.  Gross paid in and contributed surplus XXX XXX 12,817,000.00 {..........11,607,000.00
29. Surplus notes XXX XX
30. Aggregate write-ins for other than speciat surplus funds XXX XXX. 0.00 ;. 0.00
31.  Unassigned funds (surplus) ...._.... XXX XXX, (13,275,587.62}} .......... {12,260,584.00)
32. Less treasury stack, at cost:
321 shares {valuve included in Line 26
$ } 2 XK. XK 0.00
322 shares p d (value included in Line 27
$ ) XXX Xxx 0.00
33. Total capital and surplus (Lines 25 to 31 minus Line 32) 200 XXX.... 1,141,412.38 §26,416.00
34 Toral Habilities, capital and surplus (Lines 24 and 33) 200 0% 3,250.438.63 2,846,250.00
DETAILS OF WRITE-INS -
12301, Broker Comnigsion Payable 20,000.00 [.ooveoeeee e 20,600.00 26,000.06
2302.
2303,
'12398. Summary of remaining write-ins for Line 23 from overflow page 0.00 0.00 0.00 [... 0.00
. 12399  Totals (Lines 2301 through 2303 plus 2398)(Line 23 above} 20.000.00 0.00 20,000.00 20,000.00
2= £ OO U OUN OO OO UOHORURY SR 200 XXX
2502, XXX XXX
2503. XXX pood
2588. Summary of remaining write-ins for Lina 25 from overflow page XXX X (X113 0.00
2599, Totals (Lines 2501 through 2503 plus 2598)(Line 25 above) XXX XX 0.00 0.00
3001. X0 X0
3002 e 00K XXX,
3098. Summary of remaining write-ins for Line 30 from overflow page XXX XX 0.00 0.00
3089. . Totals (Lines 3001 through 3003 plus 3098)(Line 30 above) pesd X0 0.00 0,00




For the month of March 2012
STATEMENT OF REVENUE AND EXPENSES

Cuerent Year Prior Year Prior Year Ended
To Date To Date December 31
! 2 3 ¢
Uncovered Total Total Totat
- Membar Months 2000 5.725.00 2,242.00
2. Net premium income (including$ .__...._.......... nonhealth
pramium incoma) e XK .1,312,384.07 §,282,692.00
3. Change in uneamed premium reserves and reserve for rate credits XXX, 0.00
4. Feeforservice (netof § ..o e . medical expenses)........ XXX 0.00
5. Risk revenve L XRX 0.00
6. Aggregate write-ins for other health care related XXX 0.00 0.00 0.00
7. Aggregate write-ins for other non-health revenues XXX 13,680.9% 0.00 0.00
8. Total revenues (Lines2ta 7) XXX, .1,326,064.98 0.00 ¢ 6,252,692.00
Hospital and Medical:
9. HospitaVmedical benefits e 1,078,510.31 4,921,518.00
10, Othar DrOfESSIONAl SBIVICES . ... .ooceec. eveevmmesceecesasssesms o seee e v cemsessssnsene bresenmmonecs iaommesssresercossemeres bosecmes ..0.00
11.  Outside referrals 0.00
12, Emergency reom and out-ol-area 000
13.  Prescription drugs —— 0.00
14, Aggregate write-ins for other haspital and medical 0.00 0.00 £.00 0.00
18. ive pool, djt 1ts and bonus 0.00
18.  Subtotal (Lines 9 to 15) 0.00 1.076,510.31 .00 4,921,518.00
Less:
17.  Net minsurance 0.00
18.  Total hospital and medical {Lines 16 minus 17) 0.00 1,076.510.31 0.00 4.921,518.00
19.  Nonrhealth claims {net)
20, Claims adjustment g $ cost
i . 350,000.00
21, General administrative exp 0.08 986,896.35 1,532,228.00
22. Increase in reserves for life and accident and health contracts
{ ding $ - in reserves lor Jife only} ... . 0.00
23.  Total underwriting deductions (Lines 18 through 22} 0.00 | 2,063,40566 1 ..o 0.00 | 5,803,745.00
24, Net underwriting gain or (ioss) (Lines 8 minus 23) 20K {737,340.68) 0.00 (551,054.00)
25. Net Investment income earned 0.00
26. Net realized capital gains (losses) less capital gains tax of
$ - - .
27. Net investment gains (losses) (Lines 25 plus 26) 0.00 Q.00 0.00 0.00
28. Net gain or {loss) from agents’ or premium balances charged off {(amount
d$ )
(amount éharged oft§ n
29. Aggregate write-ins for other income or exp 0.00 0.00 0.00 0.00
30. Net income or (loss) after capital gains tax and before all other federal
income taxes (Lines 24 pius 27 plus 28 plus 29) . bood {737,340,68) 9,00 (551,054.00),
31. Federal and foreign income taxes incurred XK
32.  Net income (ioss) (Lines 30 minys 31) XX (737, 340.68) .00 (551.054.00)
DETALLS OF WRITENS '
0601. XXX
0602 XXX
0603. XXX,
0698. Summary of remaining write-ins for Line 6 from overfiow page XXX 0.00 0.00 0.00
0699. _ Totals {Lines 0601 through 0603 plus 0698)(Line & above) XXX 0.00 0.00 0.00
0701.  Other tncome XXX 13.680.91 0.00
0702. XXX
0703. XX S
0798. Summary of remaining write-ins for Line 7 from overflow page e 0.00 0.00 0.00
0798, Totals (Lines 0701 through 0703 plus 0798)(Line 7 above) XXX 13,680.91 0.00 0.00
1401.
1402.
1403
1498. Summary of remaining write-ins for Line 14 from overfiow page ,--0.00 0.00 0.00 0.00
1499, Totals (Lines 1401 through 1403 plus 1488){Line 14 above) 0.00 0.00 0.00 0.00
2901.
290z,
2903
2998. Summary of remaining write-ins for Line 29 from overfiow page 0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00

2999.  Totals (Lines 2901 through 2903 plus 2898)(Line 29 above)



For the month of March 2012

STATEMENT OF REVENUE AND EXPENSES Continued)

" Cument Year Prior Year Prior Yeir Ended
to Date to Date December 31
CAPITAL AND SURPLUS ACCOUNT
33. Capital and surplus prior reporting year. 826,416.00 k2,806, 783.00)
34.  Netincome or (loss) from Line 32 {737,340.68) (551,054.00)
35. Change in valuation basis of aggregate policy and claim reserves
36. Change in net unrealized capital gains {losses) less capital gains tax of $
37. Change in net unrealized foreign exchange capital gain or (loss}
38. Changein net d income tax 2.0
39. Changein itted assets (257,663.00) £466,947.00))
40 Change in 0.00 0.00
41.  Change in treasury stock 0.60 0.00
42. Changa in surplus notes 0.00 0.00
43.  Cumuiative effect of changes in accounting pri
44, Capital Changes:
44,1 Paid in 0.00 0.00
44.2 Transfarred from surplus (Stack Dividend). 0.00 0.00
44.3 Transferred to surplus. T A S R -~
45. Surplus adjusiments:
45.; Paid in 1.310,000.00 f...ooororerrecreemnennes e #,800,000.00
452 Transterred to capitai (Stock Dividend)
45.3 Transterred from capital
46. Divi
47. Aggregale writs-ins for gains or (losses) in surplus 0.00 0.00 {148,800.00}
48. Net change in capital & surpius (Lines 34 10 47) 314,996.32 0.0¢ 3,633,199.00
49. _Capita and surplus end of reporting period (Line 33 plus 48) 1,141,412.32 v 0.00 826.416.00
DETAILS OF WRITE-INS
4701. M} {148,800.00)
4702
4703.
4798. Summary of remaining write-Ins for Line 47 from overflaw page ... 0.00 0.00 0.00
{4799.  Totals (Lines 4701 through 4703.gus 4798)(Line 47 above) 0.00 0.00 {143.800.00)




For the month of March 2012
CASH FLOW

Currel:t Year PriorzYear Prior Yeir Ended
To Date To Date | December 31
Cash from Operations
1. P net of reil arvenservenrin:$,358,465.66 L..ocovoeemneems e S £.310,071.00
2 Netinvestment income 000 ) ..0.00
3. Mi income 13.680.81 0.00
4. Total (Lines 110 3) 1.372,146.57 0.00 6.310.071.00
5. Benefit and loss related pay 1,076,510.31 5,901,275.00
6. Nettranstersto Accounts, Segregated Ac and Protected Cell Accounts .
7. Commissions, expenses paid and aggregate write-ins for deductions 886,895.35 : 2.046,530.00
8. Dividends paid o policyhok
9. Federal and foreign income taxes paid (recovered) netof$ fax on capital
gains {losses) 0.00 - 0.0
10. Total {Lines 5 through 9} 2,063,405.66 0.00 7.947,865.00
17.  Net cash from operations (Line 4 minus Line 10) {691,259.09) 0.00 (l.637,7§4.00)
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
12.1 Bonds (VA7 ¢} SEOUUNNUNTSRONUU SR 0.00
12.2 Stocks 0.00 0.00
12.3 Mortgage loans 0.00 0.00
12.4 Real estate 0.00 0.00
12.5 Other d assets 0.00 0.00
12.6 Net gains or (losses) on cash, cash equivalents and short-term i s 0.00 0.00
12.7 Miscallaneous g : 0.00 : . 0.00
12.8 Total investment proceeds (Lines 12.1 10 12.7) 0.00 0.00 0.00
13 Cos! of investments acquired (long-term only):
13.1 Bonds 0.00 0.00
13.2 Stocks 0.00 £.00
13.3 Mortgage loans 0.00 0.00
13.4 Rea! estate 600 2.00
13.5 Otheri assets .00 0.06
13.6 Mi 35 applicati . 9.00 0.00
13.7 Total investments acquired (Lines 13.1 fo 13.6) 0.00 0.00 - 0.00
14.  Net increase (or decrease] in contract loans and premium notes 0.00 8.00
15.  Net cash lrom investmeras (Line 12.8 minus Line 13.7 and Line 34) ... 0.00 0.00 0.00
Cash from F ing and
18. Cash provided (applied):
16.1 Surplus notes, capital notes ......... 0.00 0.00
18.2 Capital and paid in sumlus, less reasury stock 1,310,000.00 : 0.00
16.3 8 d funds 0.00 .00
16.4 Net deposits on deposit-type and othe ir Tabilities 0.00 2.00
16.5 Dividends to H 0.00 2.00
16.6 Other cash pravided (appiied) {39.770.28) 3,448,899.00
17, Netcash from financing and miscellaneows sources (Line 16.1 through Line 16.4 minus Line 16.5
plus Line 16.6) 3 . 1.270.228.72 0.00 3,448.800.00
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18, Netchange in cash, cash equivalents and short-term invastments (Uine 11, plus Lines 15 and 17) ., 578,970.63 0.00 1,811,105.00
19. Cash, cash equivalents and short-term Investments:
191 Beginning of year . 2.680,468.00 _..569,363.00
19.2 End of period (Line 18 plus Line 19.1) N 3,259,433.63 0.0 2,680,468.00

Note: Suj eftal disclosures of cash flow information for non-cash tansactions: -
1 I |



Schoenecker, Catharine

From: Kennedy, Ray

Sent: Thursday, April 26, 2012 7:41 AM

To: Wilkerson, Toma; Johns, Paul, Reglat, Valerie
Subject: FW: March 31, 2012 Monthly Financial Statement

From: kwconnolly@aof.com [kwconnolly@aol.com]
Sent: Wednesday, April 25, 2012 10:23 PM

To: Kennedy, Ray

Subject: Re: March 31, 2012 Monthly Financial Statement

Ray, I want to let you know that the financial statements have been appropriately uploaded today along with the
executed Jurat page.

Please be aware that I am completely aware that the minimum requirements for reserve requirements are not
met. It should be noted that this is prior to the April date of new management and we have infused addl capital
into the appropriate capital. We do have proof of this.

Please call me with any questions. Karen Connolly.
Sent from my Verizon Wireless BlackBerry

From: "Kennedy, Ray" <Ray.Kennedy@floir.com>

Date: Tue, 24 Apr 2012 18:55:40 +0000

To: 'Karen Connolly'<kwconnolly@aol.com>

Cc: Reglat, Valerie<Valerie.Reglat@floir.com>; Johns, Paul<Paul.Johns@floir.com>
Subject: March 31, 2012 Monthly Financial Statement

Karen — The Monthly Financial Statement for March 31, 2012 is due April 25, 2012 in the Regulatory
Electronic Filing System (REFS).

Due in REFS for monthly reporting is the company contact, the monthly financial statement, and the signed
notarized Jurat page. .

Ray Kennedy

Reinsurance Specialist

Florida Office of Insurance Regulation
Life & Health Financial Oversight

200 East Gaines Street

Tallahassee, Florida 32399-0327
Phone: 850-413-5029

Fax: 850-488-7061

EXHIBIT “E”



IN THE CIRCUIT COURT OF THE SECOND JUDICIAL CIRCUIT,
IN AND FOR LEON COUNTY, FLORIDA

State of Florida, ex rel., the
Department of Financial Services of
the State of Florida,

Relator,
V. CASE NO:

AvaHealth, Inc. d/b/a Key Insurance Plan,

Respondent,

ORDER APPOINTING THE FLORIDA DEPARTMENT OF
FINANCIAL SERVICES AS RECEIVER FOR PURPOSES OF REHABILITATION,
INJUNCTION, AND NOTICE OF AUTOMATIC STAY

THIS CAUSE was considered on the Application of the State of Florida,
Department of Financial Services (hereinafter the “Department”) for an Order to Show
Cause on the appointment of a Receiver of AvaHealth, Inc. d/b/a/ Key Insurance Plan
(hereinafter the “Respondent” or “Company”) for Purposes of Rehabilitation filed on May
2, 2012 (hereinafter, “Application”). After consideration, this Court entered its Order to
Show Cause, Injunction and Automatic Stay on _ | 2012. A hearing was
conducted on the Order to Show Causeon | 2012, wherein the Department
and Respondent appeared and presented evidence and argument related to the
Department’s allegations contained in its Application.

The Court, having reviewed and considered the pleadings of record, heard the

evidence of the parties and arguments of counsel, and otherwise being fully informed in

the premises, finds:

EXHIBIT “F”



1. This Court has jurisdiction pursuant to Section 631.021(1), Florida Statutes,
and venue is proper pursuant to Section 631.021(2), Florida Statutes.

2, Respondent is a corporation authorized pursuant to the Florida Insurance
Code to transact business in the state of Florida as a life and health insurer since July 8,
2005. Respondent’s principal place of address is located at 5440 Mariner Street, Suite
110, Tampa, FL 33609.

3. Section 631.021(3), Florida Statutes, provides that a delinquency
proceeding pursuant to Chapter 631, Florida Statutes, constitutes the sole and
exclusive method of liquidating, rehabilitating, reorganizing, or conserving a Florida
domiciled insurer.

4, Sections 631.031 and 631.061(1), Florida Statutes, authorize the
Department to apply to this Court for an Order directing it to rehabilitate or liquidate a
domestic insurer upon the existence of any grounds specified in Section 631.051,
Florida Statutes, or if an insurer is or is about to become insolvent.

5. Section 631.031 directs the Department to initiate such delinquency
proceedings after receiving notification from the Director of the Office of Insurance
Regulation as to the existing grounds for the initiation of such proceedings.

6. On May 1, 2012, pursuant to Section 631.031(1), Florida Statutes, Kevin
McCarty, Commissioner of the Florida Office of Insurance Regulation (“Office”), advised
by letter to Florida’s Chief Financial Officer, Jeff Atwater, that the Office determined
grounds existed for the initiation of delinquency proceedings against Respondent.

7. Respondent does not comply with the minimum capital and surplus

requirements of Section 624.408, Florida Statutes, and therefore, is impaired. Also,



Respondent was found by the Office to be in such condition, as to render its further
transaction of insurance hazardous to its policyholders, creditors, stockholders, or the
public. Accordingly, grounds exist pursuant to Sections 631.051(1) and (3), Florida
Statutes, for entry of an order appointing the Department as receiver of Respondent for
purposes of Rehabilitation.

8. Pursuant to Section 631.051, Florida Statutes, this Court finds that it is in
the best interests of Respondent, its creditors and its members that the relief requested
in the Department’s Petition be granted.

THEREFORE, IT IS ORDERED AND ADJUDGED as follows:

9. The Department of Financial Services of the State of Florida shall be and
is hereby appointed Receiver of Respondent for purposes of rehabilitation effective as
of the date of this Order.

10.  The Receiver shall be authorized and directed to:

A. Take immediate possession of all the property, assets, and estate,
and all other property of every kind whatsoever and wherever located, belonging to
Respondent, pursuant to Sections 631.101 and 631.141, Florida Statutes, including but
not limited to: offices maintained by the Respondent, rights of action, books, papers,
evidences of debt, bank accounts, savings accounts, certificates of deposit, stocks,
bonds, debentures and other securities, mortgages, furniture, fixtures, office supplies
and equipment, and all real property of Respondent, wherever situated, whether in the
possession of Respondent or its officers, directors, trustees, employees, consultants,

attorneys, agents, affiliates, or other persons.



B. Conduct the business of Respondent and take all steps, as the
Court may direct, toward the removal of the causes and conditions which have made
this Order of Rehabilitation necessary and to take such further action, as the Receiver
deems necessary or appropriate, to reform and revitalize the Respondent.

C. Employ and authorize the compensation of legal counsel, actuaries,
accountants, clerks, consultants, and such assistants as it deems necessary, purchase
or lease personal or real property as it deems necessary, and authorize the payment of
the expenses of these proceedings, including any preliminary investigation, and the
necessary incidents thereof, as approved by the Court, to be paid out of the funds or
assets of the Respondent in the possession of the Receiver or coming into its
possession.

D. Reimburse such employees, from the funds of this receivership, for
their actual necessary and reasonable expenses incurred while traveling on the
business of this receivership, including any preliminary investigation.

E. Not defend or accept service of process on legal actions wherein
the Respondent, the Receiver, or the insured is a party defendant, commenced either
prior to or subsequent to the order, without authorization of this Court; except, however,
in actions where Respondent is a nominal party, as in certain foreclosure actions, and
the action does not affect a claim against or adversely affect the assets of Respondent,
the Receiver may file appropriate pleadings in its discretion.

F. Commence and maintain all legal actions necessary, wherever

necessary, for the proper administration of this receivership proceeding.



G. Collect all debts that are economically feasible to collect which are
due and owing to the Respondent.

H. Deposit funds and maintain bank accounts in accordance with
Section 631.221, Florida Statutes.

I Take possession of all Respondent’s securities and certificates of
deposit on deposit with the Chief Financial Officer of Florida, if any, and convert to cash
as much as may be necessary, in its judgment, to pay the expenses of administration of
this receivership or otherwise best benefit the estate.

J. Negotiate and settle subrogation claims and Final Judgments
without further order of this Court.

K. Sell any salvage recovered property without further order of this
Court.

L. For purposes of this Order, the term “affiliate” shall be defined in
accordance with Section 631.011(1), Florida Statutes, and shall include, but not be
limited to, Key Insurance Plans, Inc.

M. The Receiver is granted all of the powers of the Respondent’s
directors, officers, and managers, whose authority shall be suspended, except as such
powers are re-delegated in writing by the Receiver. The Receiver has full power to
direct and manage the affairs of Respondent, to hire and discharge employees, and to
deal with the property and business of the Respondent.

N. Apply to this Court for further instructions in the discharge of its
duties as the Receiver deems necessary.

IT IS FURTHER ORDERED AND DIRECTED:



11.  Any officer, director, manager, trustee, administrator, attorney, agent,
accountant, actuary, broker, employee, adjuster, independent contractor, or affiliate of
Respondent and any other person who possesses or possessed any executive authority
over, or who exercises or exercised any control over, any segment of Respondent’s
affairs or the affairs of its affiliates is required to fully cooperate with the Receiver,
pursuant to Section 631.391, Florida Statutes. Any person who fails to cooperate with
the Receiver, interferes with the Receiver, or fails to follow the instructions of the
Receiver, may be excluded from the building where the Respondent’s offices are
located at the Receiver’s discretion.

12.  Title to all property, real or personal, all contracts, rights of action and all
books and records of Respondent, wherever located, is vested in the Receiver pursuant
to Sections 631.111 and 631.141, Florida Statutes.

13.  All officers, directors, trustees, administrators, agents and employees and
all other persons representing Respondent or currently employed or utilized by
Respondent in connection with the Conduct of its business are discharged forthwith;
provided, however, the Receiver may retain such persons in the Receiver's discretion.

14.  All attorneys employed by Respondent as of the date of the Order, within
ten (10) days of receiving notice of this Order, are required to report to the Receiver on
the name, company claim number and status of each file they are handling on behalf of
the Respondent. Said report should also include an accounting of any funds received
from or on behalf of the Respondent. All attorneys employed by Respondent are
advised that pursuant to Sections 631.011(17) and 631.011(21), Florida Statutes, a

claim based on mere possession does not create a secured claim and all attorneys



employed by Respondent, pursuant to In Re the Receivership of Syndicate Two, Inc.,

538 So0.2d 945 (Fla. 1°' DCA 1989), who are in possession of litigation files or other
material, documents or records belonging to or relating to work performed by the
attorney on behalf of Respondent are required to deliver such litigation files, material,
documents or records intact and without purging to the Receiver, on request,
notwithstanding any claim of a retaining lien which, if otherwise valid, should not be
extinguished by the delivery of these documents.

15.  All agents, brokers or other persons having sold policies of insurance
and/or collected premiums on behalf of the Respondent are required to account for and
pay all premiums and commissions unearned due to cancellation of policies in the
normal course of business owed to the Respondent directly to the Receiver within thirty
(30) days of demand by the Receiver or appear before this Court to show cause, if any
they may have, as to why they should not be required to account to the Receiver or be
held in contempt of Court for violation of the provisions of the Order. No agent, broker,
premium finance company or other person should use premium monies owed to the
Respondent for refund of unearned premium or for any purpose other than payment to
the Receiver.

16. Any premium finance company, which has entered into a contract to
finance a premium for a policy, which has been issued by the Respondent, is required
to pay any premium owed to the Respondent directly to the Receiver.

17. Reinsurance premiums due to or payable by the Respondent shall be

remitted to, or disbursed by, the Receiver. The Receiver shall handle reinsurance



losses recoverable or payable by the Respondent. All correspondence concerning
reinsurance shall be between the Receiver and the reinsuring company or intermediary.

18.  Upon request by the Receiver, any company providing telephonic services
to the Respondent is directed to provide a reference of calls from the number presently
assigned to the Respondent to any such number designated by the Receiver or perform
any other services or changes necessary to the conduct of the receivership.

19. Any bank, savings and loan association, financial institution or other
person which has on deposit, in its possession, custody or control any funds, accounts
and any other assets of the Respondent is directed to immediately transfer title, custody
and control of all such funds, accounts and other assets to the Receiver. The Receiver
shall be authorized to change the name of such accounts and other assets, withdraw
them from such bank, savings and loan association or other financial institution, or take
any lesser action necessary for the proper conduct of this receivership. No bank,
savings and loan association or other financial institution shall be permitted to exercise
any form of set-off, alleged set-off, lien, any form of self-help whatsoever, or refuse to
transfer any funds or assets to the Receiver’'s control without permission of this Court.

20. Any entity furnishing telephone, water, electric, sewage, garbage or trash
removal services to the Respondent is required to maintain such service and transfer
any such accounts to the Receiver as of the date of the Order, unless instructed to the
contrary by the Receiver.

21.  Any data processing service, which has custody or control of any data
processing information and records including but not limited to source documents, data

processing cards, input tapes, all types of storage information, master tapes or any



other recorded information relating to the Respondent is directed to transfer custody
and control of such records to the Receiver. The Receiver shall be authorized to
compensate any such entity for the actual use of hardware and software, which the
Receiver finds to be necessary to this proceeding. Compensation should be based
upon the monthly rate provided for in contracts or leases with Respondent which was in
effect when this proceeding was instituted, or based upon such contract as may be
negotiated by the Receiver, for the actual time such equipment and software is used by
the Receiver.

22. The United States Postal Service shall be directed to provide any
information requested by the Receiver regarding the Respondent and to handle future
deliveries of Respondent’'s mail as directed by the Receiver.

23.  Allinsurance policies, bonds or similar contracts of coverage issued by the
Respondent shall remain in full force and effect until they are cancelled.

24. Except for contracts of insurance, all executory contracts to which the
Respondent was a party shall be cancelled and stand cancelled unless specifically
adopted by the Receiver within ninety (90) days of the date of this Order or from the
date of the Receiver’s actual knowledge of the existence of such contract, whichever is
later. “Actual Knowledge” means the Receiver has in its possession a written contract
to which the Respondent is a party, and the Receiver has notified the vendor in writing
acknowledging the existence of the contract.

Further, the Receiver shall have the authority to do the following:



1) Pay for services provided by any of Respondent’s vendors,
in the ninety (90) day period prior to assuming or rejecting the contract, which are
necessary to administer the Receivership estate;

2) Once the Receiver determines Respondent’'s vendor is
necessary in the continued administration of the Receivership estate for a period to
exceed the ninety (90) days from the date of this order, or from the date of Receiver’s
actual knowledge of such contract, whichever is later, the Receiver may make minimal
modifications to the terms of the contract, including, but not limited to, the expiration
date of the agreement, the scope of the services to be provided, and/or the
compensation to be paid to Respondent's vendor pursuant to the contract. “Minimal
Modifications” shall mean any minimum alteration made to the contract in order to adapt
to the new circumstances of the Receivership estate. In no event will any minimal
modification be construed as the receiver entering into a new contract with
Respondent’s vendor.

Any vendor, including but not limited to, any and all employees /
contractors of insurer, claiming the existence of a contractual relationship with the
insurer shall provide notice to the Receiver of such relationship. This notice shall
include any and all documents and information regarding the terms and conditions of
the contract, including a copy of the written contract between the vendor and the
insurer, if any, what services or goods were provided pursuant to the contract, any
current, future and/or past due amounts owing under the contract, and any supporting
documentation for third party services or goods provided. Failure to provide the

required information may result in vendors’ contractual rights not being recognized by

10



the Receiver. The rights of the parties to any such contracts are fixed as of the date of
the Order and any cancellation under this provision shall not be treated as an
anticipatory breach of such contracts.

25.  All affiliated companies and associations, including but not limited to Key
Insurance Plans, Inc. shall make their books and records available to the Receiver, to
include all records located in any premises occupied by said affiliate, whether corporate
records or not, and to provide copies of any records requested by the Receiver whether
or not such records are related to Respondent. The Receiver shall have title to all
policy files and other records of, and relating to Res.pondent, whether such documents
are kept in offices occupied by an affiliate company or any other person, corporation, or
association. The Receiver shall be authorized to take possession of any such records,
files, and documents, and to remove them to any location in the Receiver’'s discretion.
Any disputed records shall not be withheld from the Receiver's review, but should be
safeguarded and presented to this Court for review prior to removal by the Receiver.

26. The Receiver shall have complete access to and administrative control of
all information technology resources of the Respondent and its affiliates at all times
including, but not limited to, Respondent's computer hardware, software and
peripherals. Each affiliate shall be given reasonable access to such records for the
purpose of carrying out its business operations.

27.  Any person, firm, corporation or other entity having notice of the Order that
fails to abide by its terms is directed to appear before this Court to show good cause, if
any they may have, as to why they should not be held in contempt of Court for violation

of the provisions of this Order.
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28. Pursuant to Sections 631.041(3) and (4), Florida Statutes, all persons,
firms, corporations and associations within the jurisdiction of this Court, including, but
not limited to, Respondent and its officers, directors, stockholders, members,
subscribers, agents and employees, are enjoined and restrained from the further
transaction of the insurance business of the Respondent; from doing, doing through
omission, or permitting to be done any action which might waste or dispose of the
books, records and assets of the Respondent; from in any means interfering with the
Receiver or these proceedings; from the transfer of property and assets of Respondent
without the consent of the Receiver; from the removal, concealment, or other disposition
of Respondent’s property, books, records, and accounts; from the commencement or
prosecution of any actions against the Respondent or the Receiver together with its
agents or employees, the service of process and subpoenas, or the obtaining of
preferences, judgments, writs of attachment or garnishment or other liens; and, from the
making of any levy or execution against Respondent or any of its property or assets.
Notwithstanding the provisions of this paragraph, the Receiver should be permitted to
accept and be subpoenaed for non-party production of claims files in its possession,
including medical records, which may be contained therein. In such cases, the
requesting party must submit an affidavit to the Receiver stating that notice of the non-
party production was appropriately issued and provided to the patient and that the
patient was given the opportunity to object and either did not object to the non-party
production, or objected and the Court overruled the objection, in which case a copy of

the Court’s ruling must be attached to the affidavit. The Receiver shall be authorized to

12



impose a charge for copies of such claim files pursuant to the provisions of Sections
119.07(1)(a), and 624.501, Florida Statutes.

29. All subsidiaries, affiliates, parent corporations, ultimate parent
corporations, and any other business entity affiliated with Respondent shall fully
cooperate with the Receiver in the effort to rehabilitate Respondent.

30. All subsidiaries, affiliates, parent corporations, ultimate parent
corporations, and any other business entity affiliated with Respondent having any
interest in the building located at 5440 Mariner Street, Suite 110, Tampa, FL 33609 or
any other facility in which Respondent may operate, shall make available, at that
location and at no charge to the Receiver or to Respondent, office space, and related
facilities (telephone service, copiers, computer equipment and software, office supplies,
parking, etc.) to the extent deemed necessary by the Receiver in its sole discretion.

31. Al subsidiaries, affiliates, parent corporations, ultimate parent
corporations, and any other business entity affiiated with Respondent having any
interest in the computer equipment and software currently used by or for Respondent
shall make such computer equipment and software available to the Receiver at no
charge to the Receiver or Respondent to the extent deemed necessary by the Receiver

in its sole discretion.

CONTINUATION OF INVESTIGATION

32. The Receiver shall be authorized to conduct an investigation as
authorized by Section 631.391, Florida Statutes, of Respondent and its affiliates, as
defined above, to uncover and make fully available to the Court the true state of
Respondent’s financial affairs. In furtherance of this investigation, Respondent’s parent

corporations, its subsidiaries, and affiliates are required to make all books, documents,
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accounts, records, and affairs, which either belong to or pertain to the Respondent,
available for full, free and unhindered inspection and examination by the Receiver
during normal business hours (8:00 a.m. to 5:00 p.m.) Monday through Friday, from the
date of the Order. Respondent and the above-specified entities are required to
cooperate with the Receiver to the fullest extent required by Section 631.391, Florida
Statutes. Such cooperation should include, but not be limited to, the taking of oral
testimony under oath of Respondent’s officers, directors, managers, trustees, agents,
adjusters, employees, or independent contractors of Respondent, its affiliates and any
other person who possesses any executive authority over, or who exercises any control
over, any segment of the affairs of Respondent in their official, representative and
individual capacities and the production of all documents that are calculated to disclose
the true state of Respondent’s affairs.

33. Any officer, director, manager, trustee, administrator, attorney, agent,
accountant, actuary, broker, employee, adjuster, independent contractor, or affiliate of
Respondent and any other person who possesses or possessed any executive authority
over, or who exercises or exercised any control over, any segment of the affairs of
Respondent or its affiliates is directed to fully cooperate with the Receiver as required
by Section 631.391, Florida Statutes, and as set out in the preceding paragraph. Upon
receipt of a certified copy of the Order, any bank or financial institution is directed to
immediately disclose to the Receiver the existence of any accounts of Respondent and
any funds contained therein and any and all documents in its possession relating to

Respondent for the Receiver's inspection and copying.
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34. Al Sheriffs and all law enforcement officials of this state shall cooperate with
and assist the Receiver in the implementation of this Order.

35. In the event the Receiver determines that reorganization, consolidation,
conversion, reinsurance, merger, or other transformation of the Respondent is
appropriate, the Receiver shall prepare a plan to effect such changes and submit the
plan to this Court for consideration.

36. Upon petition by the Receiver stating that further efforts to rehabilitate
Respondent would be useless, this Court will consider entry of an order of liquidation of
Respondent.

NOTICE OF AUTOMATIC STAY

37. Notice is hereby given that, pursuant to Section 631.041(1), Florida
Statutes, the filing of the Department's initial petition herein operates as an automatic
stay applicable to all persons and entities, other than the Receiver, which shall be
permanent and survive the entry of the order, and which prohibits:

A. The commencement or continuation of judicial, administrative or
other action or proceeding against the insurer or against its assets or any part thereof;

B. The enforcement of a judgment against the insurer or an affiliate
obtained either before or after the commencement of the delinquency proceeding;

C. Any act to obtain possession of property of the insurer;

D. Any act to create, perfect or enforce a lien against property of the
insurer, except a secured claim as defined in Section 631.011(21), Florida Statutes;

E. Any action to collect, assess or recover a claim against the insurer,

except claims as provided for under Chapter 631;

15



F. The set-off or offset of any debt owing to the insurer except offsets
as provided in Section 631.281, Florida Statutes.
38. This Court retains jurisdiction of this cause for the purpose of granting
such other and further relief as from time to time shall be deemed appropriate.
DONE and ORDERED in Chambers at the Leon County Courthouse in

Tallahassee, Leon County, Florida this day of , 2012.

CIRCUIT JUDGE
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