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IMPORTANT NOTICE TO POLICYHOLDERS, AGENTS, CREDITORS, AND PERSONS
INTERESTED IN THE AFFAIRS OF PENN TREATY NETWORK AMERICA INSURANCE
COMPANY AND AMERICAN NETWORK INSURANCE COMPANY
July 8, 2013
Dear Sir or Madam,
In our May 7, 2013 letter, we informed you that proposed Rehabilitation Plans (the “Plans”
or “Rehabilitation Plans”) for Penn Treaty Network America Insurance Company (“Penn
Treaty” or “PTNA”) and American Network Insurance Company (“American Network” or
“ANIC”) were prepared and filed with the Commonwealth Court of Pennsylvania on April
30, 2013. The Rehabilitator may seek approval of the Plans as filed, or may amend the
proposed Rehabilitation Plans and seek Court approval of the Plans as amended, or may
withdraw his request for approval of the Plans. Other parties may also suggest changes to
the Plans. In due course, the Court may approve, disapprove, or modify and approve the
proposed Rehabilitation Plans as filed or amended. Neither the proposed Rehabilitation
Plans nor any amended Plans will be implemented unless and until they are approved by
the Court. If and when Rehabilitation Plans are approved and implemented, you will be
fully informed of any changes to your policy.
You can find copies of the proposed Rehabilitation Plans at
www.PennTreaty.com/rehabplan. Future communications about the proposed
Rehabilitation Plans and the proceedings before the Court concerning them may not be
mailed to you. It is strongly recommended that interested persons visit this website at
www.PennTreaty.com regularly to be apprised of continuing developments.
Contents of this packet
The following items are enclosed to help you understand the proposed Rehabilitation Plans.
Please note that some items are specific to PTNA or ANIC. If you have relationships with
both companies, you may receive both versions of this packet.






Legal Notice (specific to PTNA or ANIC)
Summary of the proposed Rehabilitation Plans
Tables showing anticipated benefit reductions (specific to PTNA or ANIC)
List of questions and answers
Glossary of terms

Penn Treaty Network America Insurance Company (In Rehabilitation)
(Penn Treaty Network America Life Insurance Company in California)

American Network Insurance Company (In Rehabilitation)
3440 Lehigh Street :: Allentown, PA 18103

Legal Notice
The enclosed Legal Notice provides important information and instructions, requirements,
dates and deadlines regarding the proposed Rehabilitation Plans. This includes the process
for obtaining a hard copy of the Plans and related Court filings and orders and for
submitting comments on the proposed Rehabilitation Plans to the Court or the companies,
and for participating if you choose in a hearing before the Court concerning the proposed
Plans. Please review the enclosed Legal Notice carefully. The following is a general
overview of the procedure in the Legal Notice for providing comments.
Informal comments
You are invited to submit informal comments to the proposed Rehabilitation Plans by
sending such comments to Penn Treaty Rehabilitation Comments, 3440 Lehigh Street,
Allentown, PA 18103 or by email to PlanComments@penntreaty.com. The Rehabilitator will
review all such comments and take them into account in his recommendations and decisions
regarding implementation of the Plans if they are approved by the Court.
Formal comments
Formal comments in support of or in objection to the proposed Rehabilitation Plans must be
filed with the Court by August 30, 2013 and state the facts on which the comments are
based and offer any suggested modifications to the proposed Rehabilitation Plans.
Additional information on filing a formal comment is located in the Legal Notice. Formal
comments should be filed directly with the Court at the following address:
Office of Chief Clerk
Commonwealth Court of Pennsylvania
Pennsylvania Judicial Center
601Commonwealth Avenue, Suite 2100
Harrisburg PA 17106
The formal comments must also be provided to the Statutory Rehabilitator’s Counsel and
Special Deputy Rehabilitator by email at the following email addresses:
planservice@cozen.com and service@cb-firm.com
If you cannot send an email, you must file a statement with the Court indicating your
inability to send an email, and then provide copies of your comments to the Statutory
Rehabilitator’s Counsel and the Special Deputy Rehabilitator by first-class mail or
overnight delivery service at the following addresses:

James R. Potts, Esquire
Cozen O’Connor
1900 Market Street
Philadelphia, PA 19103

and

Patrick H. Cantilo
Cantilo & Bennett L.LP.
11401 Century Oaks Terrace, Suite 300
Austin, TX 78758

Next steps
Until the Court orders otherwise, the companies will remain in rehabilitation and you are
not required to take any action unless you choose to submit informal or formal comments as
described in the Legal Notice. As long as you continue to pay your premiums for coverage as
the premiums become due, your insurance policy will remain in force at this time. New and
existing claims will continue to be processed by each company as usual until a
rehabilitation plan is approved for such company by the Court or the Court orders
otherwise.
Contact information
If you need clarification on any rehabilitation-related information, please call 1-800-3620700, ext. 3270. Please note that the information contained with this letter and on our
website at www.PennTreaty.com includes everything available at this time.
For claim or policy inquiries that are unrelated to the proposed Rehabilitation Plans, please
call Policyholder Services at 1-800-362-0700, ext. 3190.
We anticipate that our call volume will be heavy for the next few weeks, but we will respond
to your inquiry as quickly as possible. Our call center hours will be expanded to 8 a.m. until
8 p.m. EDT from July 10 to July 25.
Rehabilitation updates
We will continue to strive to keep you informed of important new developments. You are
strongly encouraged to visit our website, www.PennTreaty.com, for updated information.
This website will be updated regularly with Court documents and related rehabilitation
materials. Any dates and requirements established by the Court relevant to the proceedings
concerning the proposed Rehabilitation Plans, including any date or procedural changes,
will be posted at www.PennTreaty.com under “Court Documents.”
Thank you for your patience as we work through this process.
Sincerely,
Patrick Cantilo
Special Deputy Rehabilitator

IN THE COMMONWEALTH COURT OF PENNSYLVANIA
In Re: Penn Treaty Network America
Insurance Company in Rehabilitation

:
:

1 PEN 2009

NOTICE OF APPLICATION FOR APPROVAL OF PLAN OF REHABILITATION
TO: All Interested Parties
PLEASE TAKE NOTICE that Michael F. Consedine, Insurance Commissioner of the
Commonwealth of Pennsylvania, in his capacity as Statutory Rehabilitator of Penn Treaty
Network America Insurance Company (In Rehabilitation) (Penn Treaty), has filed an Application
for Approval of a Plan of Rehabilitation for Penn Treaty with the Commonwealth Court of
Pennsylvania, which application includes a Disclosure Statement, a proposed Plan of
Rehabilitation and supporting exhibits (hereinafter "Plan Documents").
THE PROPOSED PLAN OF REHABILITATION IS SUBJECT TO REVIEW BY THE
COURT AND THE COURT'S APPROVAL, DISAPPROVAL OR MODIFICATION.
NEITHER THE PROPOSED PLAN NOR ANY MODIFICATION TO THE PROPOSED
PLAN WILL BE EFFECTIVE OR IMPLEMENTED UNLESS APPROVED BY THE COURT.
IF APPROVED BY THE COURT, THE PROPOSED PLAN WILL AFFECT THE RIGHTS OF
AND BENEFITS OF PENN TREATY'S POLICYHOLDERS, CREDITORS AND OTHERS.
ALL PERSONS INTERESTED IN THE PROPOSED PLAN OF REHABILITATION FOR
PENN TREATY SHOULD READ THE PLAN DOCUMENTS CAREFULLY AND
CONSULT WITH THEIR LEGAL, BUSINESS, FINANCIAL, TAX AND OTHER
ADVISORS ABOUT THE PLAN DOCUMENTS.
The Plan Documents are available for viewing, downloading and/or printing at
www.penntreaty.com (Site) under the rehabilitation section of the Site. The Site contains a link
to all documents filed with the Court by the Rehabilitator, appearing in Adobe PDF format.
If any person receiving this Notice does not have access to a computer or is otherwise
unable to view, download or print materials at the Site, he may receive a "hard copy" of all Court
orders and filings by submitting a written request to the following address: Penn Treaty Network
America Insurance Company (In Rehabilitation), 3440 Lehigh Street, Allentown, PA 18103,
Attention: Jane Bagley, Esquire; by facsimile to the attention of Jane Bagley, Esquire at the
following number: 610-967-1098; or by email to msl@penntreaty.com. The request should be
signed and contain the following statement:
In making this request, I hereby affirm to the Commonwealth
Court of Pennsylvania that I do not have regular access to a
computer or other device providing me internet access to the Site
or I am otherwise unable to view, download or print documents
from the Site related to this matter.
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A pre-hearing conference on the hearing on the proposed Plan of Rehabilitation for Penn
Treaty will be conducted by the Court on September 24, 2013, at 10:00 a.m., in Courtroom 3002
in the Pennsylvania Judicial Center, 601 Commonwealth Avenue, Harrisburg, Pennsylvania. The
hearing on the proposed Plan of Rehabilitation will be scheduled by the Court by separate Order.
Informal Comments in support of or in objection to the proposed Plan of Rehabilitation
may be sent to the Statutory Rehabilitator at the following address: Penn Treaty Rehabilitation
Comments, 3440 Lehigh Street, Allentown, PA 18103 or by email to
PlanComments@penntreaty.com.
Formal Comments in support of or in objection to the proposed Plan of Rehabilitation
shall be filed with the Court on or before August 30, 2013. Formal Comments shall state with
specificity the facts on which the comments are based and any suggested modifications to the
proposed Plan of Rehabilitation. A person may submit Formal Comments without participating
in the hearing on the proposed Plan of Rehabilitation. A Commenter who intends to participate in
the hearing must notify the Court of that intention in his Formal Comments.
Formal Comments to the proposed Plan of Rehabilitation shall be filed with the Court at
the following address:
Office of Chief Clerk
Commonwealth Court of Pennsylvania
Pennsylvania Judicial Center
601 Commonwealth Avenue, Suite 2100
Harrisburg, PA 17106
Formal Comments must be served on the Statutory Rehabilitator’s Counsel and the
Special Deputy Rehabilitator at the following electronic addresses:
Counsel
planservice@cozen.com

Special Deputy Rehabilitator
service@cb-firm.com

If unable to make service by electronic delivery, the Commenter shall file an affirmation
with the Court of that inability. In that case, the Commenter may make service by first-class mail
or overnight delivery service to the Statutory Rehabilitator's Counsel and the Special Deputy
Rehabilitator at the following addresses:

2
LEGAL\16725311\1

Counsel

Special Deputy Rehabilitator

James R. Potts, Esquire
Cozen O'Connor
1900 Market Street
Philadelphia, PA 19103

Patrick H. Cantilo
Cantilo & Bennett L.L.P.
11401 Century Oaks Terrace, Suite 300
Austin, TX 78758

All other dates and requirements established by the Court relevant to the hearing on the
proposed Plan of Rehabilitation, including any changes to the dates and procedures set forth in
this Notice, will be posted to the Site and shall not be delivered by mail or other means except as
provided in this Notice.
Those submitting Formal Comments may do so individually or as a group of
policyholders or agents with common interests. Those persons may request the Court to
recognize the formation of a policyholder committee or agents committee to present their Formal
Comments and to represent their interests in the hearing on the proposed Plan of Rehabilitation.
The Statutory Rehabilitator may, in his discretion, provide policyholders and other
interested parties supplemental information concerning the proposed Plan of Rehabilitation and
related proceedings, including Summaries and Questions and Answers about the Plan and the
proceedings, by mail or by posting information on the Site and by operating a call center. ALL
INTERESTED PARTIES ARE ADVISED TO CHECK THE SITE FREQUENTLY FOR
UPDATED INFORMATION AND DEADLINES.
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Summary of Proposed Rehabilitation Plans
for Penn Treaty Network America Insurance Company
and American Network Insurance Company
Filed in the Commonwealth Court of Pennsylvania on April 30, 2013
(with certain clarifications that will be included in a future revision to the Plans)

DISCLOSURE STATEMENTS, PROPOSED PLANS OF REHABILITATION, AND
SUPPORTING DOCUMENTS (“PLAN DOCUMENTS”) WERE FILED IN THE
COMMONWEALTH COURT OF PENNSYLVANIA ON APRIL 30, 2013, AND ARE
LOCATED ON THE COMPANIES’ WEBSITE AT
WWW.PENNTREATY.COM/REHABPLAN.
THE PROPOSED REHABILITATION PLANS ARE SUBJECT TO REVIEW BY THE
COURT AND THE COURT’S APPROVAL, DISAPPROVAL, OR MODIFICATION AND
APPROVAL. NEITHER THE PROPOSED REHABILITATION PLANS NOR ANY
MODIFIED PLANS WILL BE EFFECTIVE OR IMPLEMENTED UNLESS APPROVED
BY THE COURT. IF APPROVED BY THE COURT, THE PLANS WILL
SUBSTANTIALLY AFFECT THE RIGHTS OF AND BENEFITS AFFORDED TO PENN
TREATY’S AND AMERICAN NETWORK’S POLICYHOLDERS, AGENTS, CREDITORS
AND OTHERS. ALL PERSONS INTERESTED IN THE REHABILITATION OF PENN
TREATY AND AMERICAN NETWORK SHOULD READ THE PLAN DOCUMENTS
CAREFULLY AND CONSULT WITH THEIR LEGAL, BUSINESS, FINANCIAL, TAX AND
OTHER ADVISORS AS TO MATTERS CONCERNING THE PLAN DOCUMENTS.
NOTHING IN THE PLANS, RELATED DOCUMENTS, OR THIS NOTICE IS INTENDED
AS, OR WILL CONSTITUTE, LEGAL, TAX OR OTHER ADVICE BY THE
REHABILITATOR OR HIS CONSULTANTS AND REPRESENTATIVES.
THE SUMMARY CONTAINED HEREIN IS BASED ON THE PROPOSED
REHABILITATION PLANS FILED BY THE REHABILITATOR ON APRIL 30, 2013
(WITH CERTAIN CLARIFICATIONS THAT WILL BE INCLUDED IN A FUTURE
REVISION TO THE PLANS). THE PLANS MAY CHANGE AS A RESULT OF PLAN
MODIFICATIONS PROPOSED BY THE REHABILITATOR OR OTHER INTERESTED
PARTIES OR REQUIRED BY THE COURT. THIS SUMMARY IS NOT A SUBSTITUTE
FOR REVIEWING THE PLAN DOCUMENTS IN THEIR ENTIRETY. IN THE EVENT OF
ANY INCONSISTENCY BETWEEN THIS SUMMARY AND THE PLANS, THE TERMS
OF THE PLANS SHALL GOVERN.
ALTHOUGH THE PROPOSED REHABILITATION PLANS FOR PENN TREATY AND
AMERICAN NETWORK ARE VERY SIMILAR IN CONCEPT, THE FINANCIAL
CONDITIONS OF THE TWO INSURERS DIFFER MATERIALLY AND THE
IMPLEMENTATION OF THE PLANS MAY DIFFER MATERIALLY FOR THE TWO
INSURERS.

Background
Claim experience has shown that the premiums originally established for many Penn
Treaty and American Network policies, as a whole, were insufficient in relation to the dollar
value of the coverage they provide. The companies have increased premium rates on many
policies. However, a shortfall exists between the premiums paid (and expected to be paid)
and the benefits paid (and expected to be paid) for these policies. This has resulted in a
situation where the companies are currently projected to be unable to pay all future claims,
unless further corrective action is taken through rehabilitation.
There are two primary means to rehabilitate the companies: (1) reduce benefit and other
payments and reduce operational costs and (2) increase premium rates and other income.
The Pennsylvania Insurance Commissioner, as statutory and Court-appointed
Rehabilitator, has appointed Patrick H. Cantilo as Special Deputy Rehabilitator (SDR) to
develop and implement a Rehabilitation Plan for each of the companies. After considering a
variety of options, the SDR prepared proposed Rehabilitation Plans that principally involve
modification of certain policy features implemented through a suspension of the companies’
obligation to make claim payments based on pre-modified policy features. After these
modifications are implemented, the results would be evaluated to determine if additional
benefit modifications and/or rate increases would be necessary. In the event the projected
financial condition of the companies improves, the Rehabilitator may be able to restore
some of the benefits that were previously suspended through the modifications. However,
there can be no assurance that there will be such improvement or that it will enable such
restoration.
This summary provides an overview of the proposed actions that may be taken to
rehabilitate the companies. The full proposed Rehabilitation Plans that were submitted to
the Court for approval can be viewed and downloaded at www.PennTreaty.com/rehabplan.
Planned Actions that Would Affect Policyholders
If the proposed Rehabilitation Plans are approved as submitted, policyholders can expect
policy benefit suspensions and other temporary or permanent modifications and possibly
rate increases. Policy modifications under the proposed Rehabilitation Plans will be tailored
to account for differences in policies, issue states, benefits, and previous premium rate
increases.
1. Benefit suspensions and modifications
The proposed Rehabilitation Plans, if approved, will provide for the temporary or
permanent modification of certain policy features by suspending the companies’ obligations
to make payments in accordance with those features. Although these modifications are
intended as “benefit suspensions” in the plan, there can be no assurance that the
companies’ financial position will improve to the extent needed to materially
restore suspended benefits, if at all, and additional benefit suspension may be
required.

The following temporary policy modifications are contemplated in the proposed
Rehabilitation Plans. The types and magnitude of the modifications will vary from policy to
policy based on the types of benefits currently provided under the policy and the adequacy
or inadequacy of the current pricing for that policy to support the benefits provided. It is
possible that additional policy modifications may be needed, and that premium rate
increases may be sought to lessen the need for additional modifications.
Modifications for policies not receiving claim benefits
Initial policy modifications for policies not on claim as of the Plan’s effective date may
include:


Reducing future compound inflation protection to no more than a specified
percentage.



Reducing the Maximum Benefit Period to a specified number of years.



Changing benefit eligibility requirements from non-tax qualified benefit triggers to
the more restrictive tax-qualified triggers.



Increasing elimination periods so that all policies have at least a 90-day elimination
period. Any policy affected by this change would have the Maximum Benefit Period
(as modified under the Plan) lengthened by six months.

Modifications for policies receiving claim benefits
Initial policy modifications for policies on claim as of the Plan’s effective date may
include:


Reducing future compound inflation protection to no more than a specified
percentage.



Reducing the Maximum Benefit Period for policies with a lifetime benefit period to a
specified number of years.



Reducing the Maximum Benefit Period for policies not having lifetime coverage by a
specified percentage in dollars or days.

A “floor” would apply such that these changes would not reduce the remaining benefit
period of any policy below six months if the remaining benefit period exceeds six months.
Tables are included in this packet that illustrate the proposed benefit suspensions for
policies in the state in which your policy was issued. The issue state is the state where you
purchased your policy. Please read the information carefully.

2. Rate increases
Under the proposed Rehabilitation Plans, rate increases are not expected to be sought
initially, but it is possible that rate increases could become necessary later. Following the
implementation of initial benefit suspensions and policy modifications, the Rehabilitator
will determine whether rate increases are necessary and, if so, to what extent. However, it
is possible that rate increases may be sought before the Plans are implemented. If rate
increases are implemented before the Plans are implemented, the size of the benefit
suspensions would likely be reduced.
3. Opt-Out Election
In the event the proposed plan is approved, policyholders may be given an opportunity to
elect not to participate in the Plan (i.e. to “opt-out”) in which case they will not be required
to make future premium payments. A policyholder who makes such an election to opt out
may get at his or her option:
1. A non-forfeiture option type of paid-up contract (“Non-Forfeiture Option” or “NFO”)
with an actuarial value equal to the “Opt-out Value” of the policyholder’s current
contract. The Opt-out Value will be defined more fully in a future revision of the Plan
or in collateral materials and will generally be calculated as an equitable allocation of
all assets attributable to policyholder liabilities among the policies giving rise to
those liabilities. Future benefits paid under this “NFO” option may be subjected to
the benefit modifications and suspensions of the approved Plan or may otherwise be
substantially less than those provided under the Plan to those who do not opt-out; OR
2. A combination with an aggregate actuarial value equal to the Opt-out Value of the
policyholder’s current contract of:
i) Cash up to a specified percentage of such Opt-out Value; and
ii) a NFO with actuarial value equal to the balance of such Opt-out Value; OR
3. Cash equal to the Opt-out Value.
Policyholders who consider opting-out should be aware that the value of the NFO may
fluctuate due to fluctuations in company assets and loss experience. The Rehabilitator
cannot assure that it will be possible to “guarantee” these benefits. In addition, cash
payments may result in adverse tax consequences if they exceed the policyholder’s tax basis,
generally the Net Accumulated Premium (premiums paid less benefits received).
Policyholders should consult their tax advisors regarding this and other possible adverse
tax consequences of receiving a cash payment. It is possible that policyholders who opt-out
and elect to receive an NFO will participate in the distributions resulting from
improvement in company conditions, but the Rehabilitator can provide no assurances
regarding such participation. Although these opt-out benefits are designed and intended to
be fair and equitable, the Rehabilitator makes no representation regarding the value of optout benefits when compared to benefits that may be received by those participating in the

Plan. It should be noted that the determination of Opt-out Value will differ materially from
the asset allocation methodology applicable only to Benefit Suspensions, described in
Section III.C., of the Plan.

Planned Actions that Would Affect Agents and Other Creditors
Suspension of Commission and other Payments
If the proposed Rehabilitation Plans are approved by the Court, the Rehabilitator will
suspend the payment of agent commissions, guaranty fund assessments, and certain taxes.
Such payments would resume if the financial circumstances for the companies improve
sufficiently to enable restoration of all policyholder suspended benefits as described in the
Plans. There can be no assurance that such resumption will be possible and it is highly
improbable in the foreseeable future.

Penn Treaty Network America Insurance Company (In Rehabilitation)
ANTICIPATED REDUCTIONS FOR POLICIES NOT RECEIVING CLAIM BENEFITS
(PREMIUM PAYING AND NON-PREMIUM PAYING)
Below is an explanation of the benefit reductions in the proposed Rehabilitation Plan. Policy
reductions are based on the state in which your policy was issued and vary depending on
whether you are receiving claim benefits at the time a Rehabilitation Plan is implemented. This
schedule is an estimate for polices not receiving claim benefits based on information available
currently. Final results may vary materially depending on changes in the Plan or changes in
circumstances. This schedule is provided to help you determine the impact of the proposed
Rehabilitation Plan on your policy. An official schedule will be prepared if and when the Plan is
finalized. Please read these documents carefully.
1. FUTURE COMPOUND INFLATION REDUCED. Any policy with a compound inflation rider or
compound inflation coverage in the policy will have future compound inflation calculated at the
inflation rate indicated by issued state in the chart below.
2. MAXIMUM BENEFIT PERIOD REDUCED. The Maximum Benefit Period for policies not on claim
will be reduced for all states. The chart below indicates the maximum benefit period in number
of years for each policy issue state. The Maximum Benefit Period for all policies not receiving
claim benefits will be reduced to the number of years in the chart below for the policy’s issue
state. If a policy not receiving claim benefits already has a Maximum Benefit Period that is equal
to or less than the number of years shown in the chart below for that policy’s issue state, the
Maximum Benefit Period will not be reduced.
3. BENEFIT ELIGIBILITY RESTRICTED TO TQ BENEFIT TRIGGER. All policies not on claim will have
their benefit eligibility restricted to Tax-Qualified Triggers (TQ). Tax Qualified (TQ) policies do
not have a Medical Necessity trigger. A TQ trigger requires that a policyholder be unable to
perform at least 2 Activities of Daily Living without substantial supervision (eating, bathing,
dressing, mobility, transferring, using the toilet and maintaining bladder and bowel continence),
OR need substantial assistance due to a severe cognitive impairment; AND have a licensed
healthcare professional certify that care will be required for 90 days or more in a Plan of Care.
The TQ benefit trigger replaces any previous benefit triggers including, but not limited to:
medical necessity and ADL or IADL triggers that did not require substantial assistance.
4. ELIMINATION PERIOD INCREASED TO 90 DAYS ON ALL POLICIES. All policies with an
elimination period of less than 90 days will have their elimination period increased to 90 days.
For any policy that has an increase in the elimination period to 90 days, 6 months of benefits will
be added to the length of the reduced benefit period. While the elimination period is being
satisfied, there is no reimbursement of covered services.

Penn Treaty Network America Insurance Company (In Rehabilitation)
ANTICIPATED REDUCTIONS FOR POLICIES NOT RECEIVING CLAIM BENEFITS
(PREMIUM PAYING AND NON-PREMIUM PAYING)
ANTICIPATED REDUCTIONS FOR POLICIES
NOT RECEIVING CLAIM BENEFITS
(PREMIUM PAYING and NON-PREMIUM PAYING)

Find the state below
where your policy
was issued:

Future
Compound
Inflation
Reduced to

Maximum
Benefit
Period
Reduced to

Benefit
Eligibility
Restricted
to TaxQualified
Triggers

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Delaware
District of Columbia
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kentucky
Louisiana
Maryland
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire

3.5%
3.5%
3.5%
4.0%
3.5%
3.5%
2.5%
3.5%
2.5%
3.0%
3.0%
3.5%
4.5%
3.5%
3.0%
3.0%
4.5%
3.5%
4.0%
2.5%
4.0%
3.5%
3.5%
4.0%
2.5%
3.5%

8 years
12 years
10 years
14 years
12 years
12 years
8 years
8 years
8 years
10 years
10 years
12 years
15 years
10 years
10 years
10 years
15 years
12 years
14 years
8 years
14 years
12 years
12 years
14 years
8 years
10 years

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Elimination Period
Increased to 90
Days for Policies
with Less than 90day Elimination
Period and 6
Months Added to
Length of Benefit
Period for Those
Policies
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Penn Treaty Network America Insurance Company (In Rehabilitation)
ANTICIPATED REDUCTIONS FOR POLICIES NOT RECEIVING CLAIM BENEFITS
(PREMIUM PAYING AND NON-PREMIUM PAYING)
ANTICIPATED REDUCTIONS FOR POLICIES
NOT RECEIVING CLAIM BENEFITS
(PREMIUM PAYING and NON-PREMIUM PAYING)

Find the state below
where your policy
was issued:

New Mexico
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
Wisconsin
Wyoming

Future
Compound
Inflation
Reduced to

Maximum
Benefit
Period
Reduced to

Benefit
Eligibility
Restricted
to TaxQualified
Triggers

3.5%
3.5%
3.5%
3.5%
3.5%
3.5%
3.5%
3.5%
4.5%
4.0%
3.5%
3.5%
4.0%
3.5%
3.5%
3.5%
4.5%
4.0%

10 years
10 years
8 years
10 years
10 years
10 years
10 years
10 years
15 years
14 years
10 years
10 years
14 years
8 years
12 years
12 years
15 years
14 years

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Elimination Period
Increased to 90
Days for Policies
with Less than 90day Elimination
Period and 6
Months Added to
Length of Benefit
Period for Those
Policies
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Penn Treaty Network America Insurance Company (In Rehabilitation)
ANTICIPATED REDUCTIONS FOR POLICIES RECEIVING CLAIM BENEFITS
(PREMIUM PAYING AND NON-PREMIUM PAYING)
Below is an explanation of the benefit reductions in the proposed Rehabilitation Plan. Policy
reductions are based on the state in which your policy was issued and vary depending on
whether you are receiving claim benefits at the time a Rehabilitation Plan is implemented. This
schedule is an estimate for policies receiving claim benefits based on information available
currently. Final results may vary materially depending on changes in the Plan or changes in
circumstances. This schedule is provided to help you determine the impact of the proposed
Rehabilitation Plan on your policy. An official schedule will be prepared if and when the Plan is
finalized. Please read these documents carefully.
1. FUTURE COMPOUND INFLATION REDUCED. Any policy with a compound inflation rider or
compound inflation coverage in the policy will have future compound inflation calculated at the
inflation rate indicated by issued state in the chart below.
2. MAXIMUM BENEFIT PERIOD REDUCED (LIFETIME COVERAGE ONLY). All policies on claim that
have lifetime coverage will have their maximum benefit period reduced to a specific number of
years. The chart below indicates the number of years for each state. Use the state your policy
was issued in to determine your maximum benefit period if you have lifetime coverage and are
on claim.
3. BENEFIT PERIOD REDUCED IN DOLLARS or DAYS (NON-LIFETIME COVERAGE ONLY). All
policies on claim that have non-lifetime coverage will have a reduction of 5% of the original
benefit period in days or dollars.

Penn Treaty Network America Insurance Company (In Rehabilitation)
ANTICIPATED REDUCTIONS FOR POLICIES RECEIVING CLAIM BENEFITS
(PREMIUM PAYING AND NON-PREMIUM PAYING)

REDUCTIONS FOR POLICIES
RECEIVING CLAIM BENEFITS
(PREMIUM PAYING and NON-PREMIUM PAYING)
Find the state below
where your policy
was issued:

Future Compound
Inflation Reduced
to

Maximum
Benefit Period
Reduced to

Benefit Period
Reduced in
Dollars or Days
by

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Delaware
District of Columbia
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kentucky
Louisiana
Maryland
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Mexico
North Carolina
North Dakota
Ohio
Oklahoma
Oregon

3.5%
3.5%
3.5%
4.0%
3.5%
3.5%
2.5%
3.5%
2.5%
3.0%
3.0%
3.5%
4.5%
3.5%
3.0%
3.0%
4.5%
3.5%
4.0%
2.5%
4.0%
3.5%
3.5%
4.0%
2.5%
3.5%
3.5%
3.5%
3.5%
3.5%
3.5%
3.5%

7 years
7 years
7 years
8 years
7 years
7 years
5 years
7 years
5 years
6 years
6 years
7 years
8 years
7 years
6 years
6 years
8 years
7 years
8 years
5 years
8 years
7 years
7 years
8 years
5 years
7 years
7 years
7 years
7 years
7 years
7 years
7 years

5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%

Penn Treaty Network America Insurance Company (In Rehabilitation)
ANTICIPATED REDUCTIONS FOR POLICIES RECEIVING CLAIM BENEFITS
(PREMIUM PAYING AND NON-PREMIUM PAYING)
REDUCTIONS FOR POLICIES
RECEIVING CLAIM BENEFITS
(PREMIUM PAYING and NON-PREMIUM PAYING)
Find the state below
where your policy
was issued:
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
Wisconsin
Wyoming

Future Compound
Inflation Reduced
to

Maximum
Benefit Period
Reduced to

Benefit Period
Reduced in
Dollars or Days
by

3.5%
3.5%
4.5%
4.0%
3.5%
3.5%
4.0%
3.5%
3.5%
3.5%
4.5%
4.0%

7 years
7 years
8 years
8 years
7 years
7 years
8 years
7 years
7 years
7 years
8 years
8 years

5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%
5%

Questions & Answers about Rehabilitation
(June 2013)
1. When will the proposed Rehabilitation Plans be implemented? When will policy
modifications take effect?
The Plans will not be implemented until they are approved by the Commonwealth Court of
Pennsylvania. The Court may approve, disapprove or modify and approve the Plans. No
policy modifications will be implemented prior to the Court’s approval of a Rehabilitation
Plan for your company. Once a Plan is approved, you will be notified of the specific
modifications applicable to your policy.
2. Who do I contact with my comments about the proposed Rehabilitation Plans?
The Legal Notice included in this mailing advises you how to submit formal or informal
comments, including those supporting or objecting to the proposed Rehabilitation Plans.
3. Will my benefits be reduced under the proposed Rehabilitation Plans? How
much coverage will I lose?
If the proposed Rehabilitation Plans are approved, it is likely that the benefits available
under your long-term care policy will be reduced significantly, at least temporarily. The
policy modifications will be implemented through a suspension of the companies’ obligations
to make payments in accordance with certain existing policy features.
Modifications will not be applied uniformly across all policies. In general, the more
adequate the current pricing is for a given policy, often as a result of past rate increases, the
less severe the policy modifications are expected to be.
No policy modifications will be implemented prior to the Court’s approval of a
Rehabilitation Plan for your company. Because the proposed Rehabilitation Plans may
change during the Court’s review process, the effect on any particular policy may not be
known prior to the Plans being finally approved. You will receive advance notice of any
changes to your policy.
4. How do I determine the effect of the proposed benefit reductions on my policy?
Enclosed in this packet, beginning on page 13, are two benefit reduction tables that explain
the proposed benefit reductions on policies receiving claim payments and not receiving
claim payments as of the effective date if the proposed Plans were approved. Please read
this information carefully. Locate on the applicable table the state in which your policy was
issued to see how your policy would be affected. If you need assistance identifying the state
in which your policy was issued, please contact Policyholder Services at 1-800-362-0700, ext.
3270. These tables contain the Special Deputy Rehabilitator’s current best estimate of likely
plan effects. However, actual effects may vary materially depending on changes in the Plan
or changes in circumstances. In addition, based on current actuarial projections, additional
future benefit reductions are possible.

5. Why are there different reductions for policies for each state?
Over the years, the premium rate increases approved by the various state insurance
departments have differed from state to state. Therefore, the premiums charged for
coverage vary by state. In general, policies issued in states where premium rate increases
have been implemented will have lower levels of benefit reductions than policies issued in
states where premium rate increases have not been implemented.
6. My policy’s Maximum Benefit Period is not calculated in years of coverage.
How will my coverage be affected by the proposed benefit reductions?
If the proposed Rehabilitation Plans are approved, operational procedures will be put in
place to calculate benefit reductions for policies in which the Maximum Benefit Period is not
expressed in number of years.
7. Is my premium rate increasing? When will the rate increases take effect?
Following the implementation of initial benefit suspensions and policy modifications, the
Rehabilitator will determine whether rate increases are necessary and, if so, to what extent.
However, it is possible that rate increases may be sought before the Plans are implemented.
If rate increases are sought, they will vary by policy, issue state, issue year, and historical
rate increases for that policy. You will receive notice in advance of any rate increases being
implemented.
8. I am currently on claim. Will I be affected by the planned policy modifications?
Yes. If the proposed Rehabilitation Plans are approved by the Court, your benefits will be
reduced. Benefit reductions are prospective only. Benefit reductions for policyholders on
claim may take the form of reduction of future compound inflation protection, reduction of
the Maximum Benefit Period for policies with a lifetime benefit period, and reduction of the
Maximum Benefit Period in dollars or days for policies not having lifetime coverage. You
will receive notice of any policy modifications in advance of them being implemented.
9. How do the proposed Rehabilitation Plans affect my current pending or open
claim?
Claims for policy benefits will continue to be processed and paid in the normal course of
business, unless otherwise ordered by the Court, while the Rehabilitation Plans are being
considered by the Court. No policy changes will be implemented prior to the Court’s
approval of a Rehabilitation Plan. You will receive notice of any policy changes in advance
of them being implemented.
10. Will the policy modifications be permanent?
The policy modifications under the proposed Rehabilitation Plans will be implemented
through a suspension of the companies’ obligations to make payments in accordance with
certain original policy features. Improvement in the companies’ financial condition may

enable the Rehabilitator to restore, at least in part, some of the benefits suspended under
the Plans. However, there can be no assurances that restoration of suspended benefits will
be possible in the future and additional benefit suspension may be required. If suspended
benefits are restored, the Rehabilitator will select the method and timing of such
restoration, including which benefits are restored, depending on the circumstances at that
time. It is possible, but not certain, that policyholders may be given some options regarding
such restoration. If options regarding restoration are made available, affected policyholders
will receive detailed instructions at that time.
11. What happens if I decide to stop paying my premiums?
You must continue to pay your policy premium to the companies, when due, to continue the
coverage provided by your policy. If you stop paying premium, your policy will lapse. If your
policy lapses, you will lose your long-term care insurance protection. After your policy
lapses, it will be subject to the reinstatement provisions in your policy.
12. Are there any hardship exceptions to these benefit suspensions?
The proposed Rehabilitation Plans provide hardship exceptions for policyholders for whom
the benefit suspensions would impose severe burdens. Factors proposed in the Plans for
consideration in determining eligibility for hardship exceptions include:


Financial difficulties resulting in the inability to pay bills or other obligations.



Terminal illness or permanent disability imposing a severe financial burden which
cannot reasonably be met except by use of the funds which would have been available
if not for the benefit suspension.



Imminent removal from a hospital, nursing home, assisted living facility, or other
care facility, or imminent cessation of home health or custodial care, due to inability
to pay, except by use of the funds which would have been available if not for the
benefit suspension.



Imminent threat to livelihood entailing an immediate and heavy financial burden
which cannot reasonably be satisfied from other resources except by use of the funds
which would have been available if not for the benefit suspension.

If the proposed Rehabilitation Plans are approved and implemented, you will be notified
about how to submit a hardship exception request.
13. Have any other rehabilitation alternatives been considered?
A number of other alternatives have been explored and it has been determined that there
are no available alternatives or opportunities (such as capital infusion, reinsurance or sale)
that would be likely to provide the required results, and would be fair to and in the best
interests of policyholders, other impacted parties and the companies.

14. Who can I call for more information?
If you need clarification on any rehabilitation-related information, or if you cannot access
our website, please call 1-800-362-0700, ext. 3270. Rehabilitation information is also posted
in the rehabilitation section of our website, www.PennTreaty.com. For claim or policy
inquiries that are unrelated to rehabilitation, please call Policyholder Services at 1-800-3620700, ext. 3190.
15. What do I do if I don’t have access to a computer or the internet?
If you do not have access to a computer where you can view the documents, you can request
to be placed on a mailing list to receive hard-copies of all Court orders and filings.
This request must meet the following requirements:
1) The request must be submitted in writing and sent to Penn Treaty by mail, fax, or
email as follows:
a. First-class mail to Penn Treaty Network America Insurance Company (In
Rehabilitation), 3440 Lehigh Street, Allentown PA 18103, Attention: Jane Bagley,
Esquire, or
b. Fax to the attention of Jane Bagley, Esquire, at the following number: 610-9671098, or
c. Email to msl@penntreaty.com.
2) The written request should be signed and contain the following statement:
In making this request, I hereby affirm to the Commonwealth Court of Pennsylvania
that I do not have regular access to a computer or other device providing me internet
access to the Site or I am otherwise unable to view, download or print documents
from the Site related to this matter.
16. Is there a possibility that the companies will be liquidated?
Yes, liquidation is possible. The Commonwealth Court of Pennsylvania could decide at some
time in the future to place one or both of the companies into liquidation.
17. What would happen if the companies were liquidated?
In the event that PTNA and /or ANIC were ordered into liquidation, it is probable that state
insurance guaranty associations would continue coverage for policyholders up to applicable
statutory coverage limits. For information about state guaranty associations, please visit
www.nolhga.org.

Glossary of Terms
(June 2013)
The following glossary is provided for convenience only.
Please review your actual policy provisions
or provisions of the proposed Rehabilitation Plan.
Activities of Daily Living (ADLs): Everyday functional and personal care activities that
may include eating, bathing, dressing, mobility, transferring, using the toilet, and
maintaining bladder and bowel continence.
Benefit Suspensions: The proposed Rehabilitation Plans, if approved, will provide for the
modification of certain policy features by suspending the companies’ obligations to make
payments in accordance with those features. Although these modifications are intended as
“benefit suspensions” in the plan, there can be no assurance that the companies’ financial
position will improve to the extent needed to materially restore suspended benefits, if at all,
and additional benefit suspension may be required.
Elimination Period: A specified time period of covered care where no benefits are payable.
The elimination period is similar to a deductible or waiting period. The length of the
elimination period varies by policy, and some policies currently have a “zero-day elimination
period” meaning that benefits are payable from the first day of covered care.
Future Compound Inflation: Increases benefits at regular intervals in order to protect
against the effects of inflation.
Instrumental Activities of Daily Living (IADLs): Instrumental Activities of Daily
Living refer to a series of life functions necessary for maintaining a person's immediate
environment. Examples of IADLs may include managing money, shopping, using the
telephone, traveling to physician appointments, light housekeeping, preparing meals, and
taking medications correctly.
Maximum Benefit Period: The maximum time, expressed either in number of days or a
dollar amount, that a policy will pay up to the daily benefit.
Non-Forfeiture Option (NFO): A contract requiring no additional premium payments
and providing limited benefits.
Non-Tax-Qualified Benefit Triggers: Non-tax-qualified (NTQ) policies were formerly
called traditional long-term care insurance. These types of policies may include a Medical
Necessity trigger, which typically means that a doctor must state that the policyholder’s
care is medically necessary. NTQ policies may also have ADL or IADL benefit triggers.
Opt-out Value: The Opt-out Value will be defined more fully in a future revision of the
Plan or in collateral materials and will generally be calculated as an equitable allocation of
all assets attributable to policyholder liabilities among the policies giving rise to those
liabilities.

Rate Increase: An increase in the premium rate charged for the policy.
Rehabilitation Plans: Refers to the proposed Rehabilitation Plans that were filed with the
Commonwealth Court of Pennsylvania on April 30, 2013.
Reinstatement Provisions: After a policy lapses due to non-payment of premium, the
policy may only be reinstated if a completed reinstatement application and all premiums
due are received within six months of the date of lapse and the policyholder qualifies for
reinstatement through the underwriting process.
Tax-Qualified Benefit Triggers: Tax Qualified (TQ) policies do not have a Medical
Necessity trigger. A TQ trigger requires that a policyholder be unable to perform at least 2
Activities of Daily Living without substantial supervision (eating, bathing, dressing,
mobility, transferring, using the toilet and maintaining bladder and bowel continence), OR
need substantial assistance due to a severe cognitive impairment; AND have a licensed
healthcare professional certify that care will be required for 90 days or more in a Plan of
Care. The TQ benefit trigger replaces any previous benefit triggers including, but not
limited to: medical necessity and ADL or IADL triggers that did not require substantial
assistance.

