Senate Insurance Committee -- Informational Hearing

Financial Surveillance of Insurance Companies:  

Are we doing enough or rolling the dice?

Wednesday, January 16, 2001

12:30 p.m. - Room 112

1.
The Financial Surveillance Branch of the Department of Insurance (DOI)



Insurance Commissioner Harry Low

Subjects to be discussed will include:

i.
A brief primer on the roles of the Financial Surveillance Branch, the Conservation and Liquidation Office, and the two guarantee funds

ii.
A general discussion of the financial condition of the property/casualty and workers’ compensation markets.

iii.
How does the DOI identify a troubled carrier?  Does the DOI have enough statutory tools to identify troubled carriers and to head off problems?  Does the DOI recommend changes to the law? 

iv.
Discussion of successful examples of preventative actions taken by the Financial Surveillance Branch (The Early Warning System). 

v.
Is the DOI prepared to understand the finances of modern insurance companies, given their new relationships to banks?

Conservation and Liquidation Office (CLO)




Insurance Commissioner Harry Low




Mr. Harry Levine, Chief Executive Officer, CLO




Mr. Chris Ames, Department of Justice

i.
The State Auditor identified deficiencies in the CLO.  Has the CLO remedied these deficiencies?

ii.
An example of a successful conservation effort.

iii.
Discussion of Executive Life fraud:  The DOI alleges fraud by Credit Lyonnais in its secret ownership/control of a company that purchased the obligations of Executive Life. How were policyholders injured by the fraud?  DOI personnel were warned that a fraud might be occurring in the bidding process.  Could a similar fraud be perpetrated today, if a similar warning was given to the DOI?  What changes to the conservation process could be made to improve outcomes for policyholders?

2.
California Insurance Guarantee Association (CIGA) and the California Life and Health Insurance Guarantee Association (CLHIGA)



a.
Insurance Commissioner Harry Low



b.
Mr. Larry Mulryan, Chief Executive Officer, CIGA



c.
Mr. Jackson, Chief Counsel, CLHIGA




i.
The CIGA assessment is now 2%.  What does the future hold?

ii.
Will CLHIGA have to levy an assessment at any point in the future?

iii.
Are changes needed in California law to provide improved security for policyholders?




For example:

-Should the mandate to add the CIGA/CLHIGA assessment to a premium bill remain in the law?  What other choices exist?

-Should CIGA or CLHIGA be pre-funded under some circumstances?

-Should the law on deposits be improved so that the type of surety bond deposited by Superior National is no longer permitted?

-Should the upper limits on payments for life insurance and annuities be increased and what would that cost?

