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Why This Hearing?

The Chair of the Senate Insurance Committee called this hearing because the financial condition of the insurance industry was taking a turn for the worse even before the September 11th terrorist attacks.  For example, press reports indicate that, nationwide, the property casualty industry was headed for a $36 billion underwriting loss in 2001 even before September 11th.
 

Since the attack, uncertainty in property/casualty insurance markets has increased. Estimates of insured property/casualty losses due to the attack vary widely, but at least one industry executive put the number at $24 billion.
  In December, Congress adjourned without creating a national terrorism insurance pool or similar mechanism to limit the exposure of insurers.
  As a stopgap, insurers asked state insurance departments to permit terrorism exclusion clauses in policies renewed in 2002 and beyond.
  On January 8, 2002, Insurance Commissioner Low rejected the industry’s request to exclude terrorism from commercial and homeowner policies.  The Commissioner cited several concerns, including a low monetary threshold, a 72-hour incident period, an overly broad proposed exclusion for biological and chemical incidents, and the potentially anti-competitive impact of the industry’s proposed language.

In light of the September 11th attack and its impact on all insurers, most notably property/casualty companies, committee members may wish to ask the Insurance Commissioner two questions:  “Are some insurers in danger of failing financially?  What is the Department of Insurance (DOI) doing to protect consumers?”
A second purpose of this hearing is to understand whether or not DOI has the tools it needs to make certain that insurance companies remain financially strong.  Strong companies are important.  Policyholders must be able to rely on sound companies in order to be paid promptly and fairly.  The U.S. economy needs sound companies to continue to spread risk as a means to conduct modern commerce.  A central question is this:  Is California law good enough to achieve these objectives?  

During the 2001 legislative session, the Legislature passed AB 1183 (Calderon), a bill that authorized a maximum 2% surcharge on all policies of carriers participating in the California Insurance Guarantee Association (CIGA).  Although CIGA’s previous maximum had for many years been 1%, it had rarely been levied. 

The Legislature passed AB 1183 with an urgency clause because of the need to assess 2% on workers’ compensation carriers.  The failure of several workers’ compensation carriers, including Superior, Sable and Reliance, resulted in extraordinary pressure on CIGA’s workers’ compensation fund.  

Although the bill passed with strong bipartisan support, it contained a one-year sunset clause at the insistence of the Chair and Vice-Chair of this committee.  Among other objectives, the Chair and Vice-Chair wanted to examine the requirement that the CIGA assessment be passed on to policyholders, and to determine if the financial surveillance laws were operating so as to minimize the need to levy an assessment.

Subsequent to the passage of AB 1183, the failure of Reliance Insurance also caused financial difficulties for CIGA’s property/casualty fund.  Reliance had large exposures to both workers’ compensation and property/casualty risk, but it was the Pennsylvania professional liability market, primarily medical malpractice insurance, that ultimately brought down Reliance.  During the hearing on AB 1183 before this committee, the DOI promised the Chair that the Reliance deposit held by DOI would be paid to CIGA rather than sent to Pennsylvania. The DOI has not released the deposit to Pennsylvania and CIGA still expects to receive the deposit.

 
During 2002, this committee will once again hear a bill to extend the CIGA surcharge on an urgency basis.  The information gathered today will help committee members evaluate the proposal.



Why do we care about insurer solvency?

The Legislature cares about the failure of insurance companies because insurance is not like a bank account.  A bank account might be a rainy-day fund, but it is typically a source of payment for predictable expenses.  An insurance policy, in contrast, is a way for consumers or businesses to rely upon someone else when devastating hardship, such as a home fire, work-related injury or earthquake, unexpectedly occurs. 

Insurers are required by statute to pay claims promptly and fairly.  Financial problems at an insurance company, if not properly managed, can have significant adverse consequences for consumers and their daily lives.  For example, Superior National is a workers’ compensation carrier that failed in 2000.  Injured workers need a steady stream of payments from this carrier to ensure their household finances. Executive Life Insurance Company failed in the early 1990’s.   Persons who were physically injured or who were relying upon monthly payments from a life insurance policy suddenly faced great uncertainly about whether they would continue to receive payments.  A failure, or near failure, of a homeowners’ insurer can literally threaten the foundations of a household.  The Senate Insurance Committee held a hearing in Granada Hills in 2000 and heard from hundreds of homeowners whose homes were damaged in the Northridge earthquake.  Among many allegations, homeowners alleged that at least some insurers tried to stave off bankruptcy by denying legitimate claims, including claims for foundation damage and personal property loss.

Even those who are victims of auto theft can suffer when an insurer fails.  A state employee recently called the Senate Insurance Committee to complain that her auto insurance theft claim to Frontier Insurance wasn’t being paid.  The DOI’s Conservation and Liquidation Office (CLO) is managing Frontier and can’t favor any one creditor over another.  The theft victim may not receive payment for many months as the CLO works through the Frontier estate.  Insurer failures can also be hard on employers, as illustrated by recent rate hikes of 50% or more for workers’ compensation insurance.

To help committee members and the public understand the path an insurer follows from market participant to insolvency, staff has created the following chart.  A further explanation of the various entities overseeing an insurer follows later in this background paper.  Briefly, these important entities are as follows:

IC:
Insurance Commissioner.  

Financial Surveillance Branch:  A part of the Department of Insurance that spots troubled carriers and tries to prevent insolvencies;

Conservation and Liquidation Office (CLO):  A part of the Department of Insurance that manages troubled companies, either to rehabilitate them or to put the out of business through court-supervised liquidation;

California Insurance Guarantee Association (CIGA):  An association of insurers that makes payments to policyholders of property/casualty, workers’ compensation and “miscellaneous” insurance when a member company is unable to do so;

California Life and Health Insurance Guarantee Association (CLHIGA):  An association of insurers that makes payments to life and health insurance policyholders when a member company is unable to do so. 
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“Admitted Carrier”:  Among other features, is one:  1) Whose rates have been minimally or (depending upon line) intensively reviewed by the DOI; if carrier is a p/c carrier; 2) That is mandated to participate in CIGA/CLHIGA (for these lines of insurance); 3) That has accepted the jurisdiction of California courts and the DOI for purposes of disputes under the contract. 

Non-admitted carriers may be subject to conservation and liquidation, but their policyholders do not have guaranty fund coverage.








A Brief History of Financial Failures

The following is a short list of some of the larger insurance failures that have occurred over the past decade.  As indicated by the list, all lines of insurance are subject to failures although some are more noteworthy than others. Executive Life, for example, impacted hundreds of thousands of policyholders, nationwide, many of them injured and receiving payment under annuity contracts or simply retirees on fixed incomes.  Title insurers generally have a smaller clientele and their failures, although frequent relative to other lines, have less impact on the public. 

Name                           Line

Date             
Size
Executive Life

life

1991

$10.0 billion + assets

First Capital

life

1991

$5 billion + assets

Golden Eagle

multi

1997

$1 billion + assets

Mission Ins. Cos.
p/c

1998

$205 million (1998 distributions)

Superior Group
w/c

2000

$730 million (assets)

Fremont

w/c

2000

$2.2 billion assets

Reliance

multi

2001

$5.4 billion assets

As of the end of 2001, 35 companies were listed on the DOI’s website as being in liquidation.
  The companies included workers’ compensation carriers, life insurers, property/casualty insurers, bond companies, and title companies.





Why do insurers falter?

Some problem insurers have been spectacular in size and directly related to the risk borne by the insurer.  The 1994 Northridge earthquake bankrupted 20th Century Insurance.  In sharp contrast, State Farm chose to recapitalize its California subsidiary after the Northridge quake rather than put the company into bankruptcy, and this probably led to better outcomes for policyholders.  Executive Life failed when the quality of its junk bonds became suspect after the collapse of Drexel Burnam Lambert. Workers’ compensation companies engaged in risky pricing during the late 1990’s, leading to pullbacks or collapse.  Aggressive pricing and expansion by acquisition of weaker competitors led Superior National into conservatorship.  On the other hand, some insurers fail for age-old reasons common to all businesses.  Title insurers also act as escrow agents, and embezzled escrow funds tend to be the underlying cause of failure of these insurers.



Financial Surveillance Branch
California law generally requires that insurers file financial reports annually.
  The DOI’s Financial Surveillance Branch conducts a “desk” review of insurer financial statements every quarter and annually.  An on-site review is made every three to five years.  Insurers prepare annual financial reports in conformance with standards set forth by the National Association of Insurance Commissioners.  When tracking insurer finances, the DOI also relies upon reports filed in other states.  Existing California law sets forth standards for such subjects as the amount of credit allowed to an insurer for risk ceded to reinsurers, the level of reserves that must be maintained by an insurer, and the right of the Insurance Commissioner to examine the books of an insurer.

Overall, the DOI had a budget of about $160 million for fiscal year 2000-2001 and about 1,300 positions. The DOI supervises an industry with $86 billion in annual premium and over 26 different lines of insurance.
  By way of comparison, the Financial Surveillance Branch of the DOI has a $12 million budget and 176 positions, about 8% of the DOI’s budget and 14% of DOI’s total personnel.  The branch’s budget is largely funded through examination and license fees.  The General Fund pays a portion because the branch conducts premium tax audits.  The branch recently received approval to request an increase in its positions in order to increase audit activity. The premium tax is the State’s fourth largest General Fund revenue source and it raised $1.3 billion in fiscal year 1999-00 from 2,000 insurers subject to the tax.
  Since 1990, the tax rate has been 2.35% of gross premiums.

Under Commissioner Low, the Financial Surveillance Branch adopted these three objectives for the year 2001:

1.
Improve Early Warning System capabilities with enhanced regulatory action plans designed to address troubled insurers financial problems (target completion date:  March 2002).

2.
Encourage wider use of the Early Warning System (target completion date:  June 2002)

3.
Take a proactive role in oversight and enhancement of the financial condition of workers’ compensation insurers (target completion date:  August 2002).

An insurer “fails” when it is determined that its obligations to claimants exceed the ability to pay them.  This simple concept belies the difficult judgments that must be made through the Early Warning System and during an examination.  Assets that are claimed by an insurer must be valued. Sudden shifts in investment outcomes can have a substantial impact upon asset values, and the decline in the stock market has prompted an increase in premiums across several lines during the year 2001.  Examiners will also try to determine whether the company properly accounts for future liabilities.

Conservation and Liquidation Office


The CLO of the Department of Insurance is the entity that acts as the conservator of insolvent insurance companies. Its CEO is nominated by the IC and confirmed by the Senate.  Commissioner Low appointed current CEO Harry Levine.  Mr. Levine’s confirmation hearing is tentatively scheduled by the Senate Rules Committee for April 2002.

A recent report by the State Auditor, made at the request of the Chair of the Senate Insurance Committee, and upon recommendation of Insurance Commissioner Low, cited numerous deficiencies in the operations of the CLO.  The following are the more important criticisms:



1.
The CLO does not adequately protect insurers' assets.


2.
The CLO also does not ensure that investment decisions are optimized.


3.
The CLO has poor practices in place to conserve insurers' assets


4.
The CLO had weak hiring practices.


5.
The CLO does not equitably allocate costs to insurers

6.
The CLO has spent at least $6 million of insurers' money on a claim processing system that does not meet its needs.

7.
Internal auditor recommendations were not acted upon by the CLO


Committee members may wish to ask the CEO of the CLO about progress made in addressing these deficiencies.  Proposed questions appear at the end of this briefing report.

The California Insurance Guarantee Association

The California Insurance Guarantee Association is a creature of statute.
  Its member companies are admitted companies composed of property/casualty insurers, workers’ compensation carriers, and insurers offering coverage identified in Section 120 of the insurance code as “miscellaneous.”
  CIGA does not include companies offering life, title, surety, mortgage guaranty, investment risk, or marine insurance.  CIGA has a nine-member board of directors appointed by the IC.  

The purpose of CIGA is to pay covered claims of member companies that have failed.  Generally speaking, CIGA accepts the assets and liabilities of companies and makes payments from the assets, earnings on investments, and assessments levied on member companies.  Prior to passage of AB 1183 in 2001, the maximum allowable assessment had been 1% and it had not been levied for many years. AB 1183 permits an immediate maximum allowable assessment of 2% and sunsets on January 1, 2003.


Insurance Code Section 1063.14 requires insurers to recoup the surcharge by passing it along to policyholders, and to separately state the surcharge on premium billing notices.  Currently, all property casualty insurance policies (i.e. auto and homeowners’ insurance) and workers’ compensation insurance policies have a 2% CIGA surcharge.  The workers’ compensation surcharge is in addition to steep premium increases that have recently occurred in this line of insurance. The surcharge also hits California employers during a time of recession.

CIGA maintains three internal funds:  property/casualty, workers’ compensation, “other.”  If one of the funds is underfunded, CIGA will levy an assessment to replenish it.

Before Superior National’s collapse, CIGA was underfunded by about $1.6 billion.  After the collapse of Superior, Sable and other carriers, CIGA’s three funds are short by a combined $1.9 billion.  Most of the increase is due to Superior National.

The collapse in 2000 of Superior National and Sable Insurance caused CIGA to seek an increase in the allowable assessment through AB 1183.  CIGA has since projected a deficit in its property/casualty fund as well, due to the insolvency of Pennsylvania-based Reliance Insurance, and it has therefore levied the 2% surcharge on both property/casualty and workers’ compensation companies. 

To date, it has not been required that CIGA formally notify the DOI when a member company is financially troubled, although informal notifications and planning occur between CIGA and the staff of the Financial Surveillance Branch.  To date, the statute has not required CIGA to levy an assessment on an impaired but still solvent insurer.  Committee members may wish to contrast the practices of the Federal Deposit Insurance Corporation (FDIC).  FDIC charges its premium in advance and the premium is adjusted to reflect the risk posed by the member bank to the FDIC system.

The California Life and Health Insurance Guarantee Association


All fifty states have guarantee associations that protect life insurance policyholders.
 The California Life and Health Insurance Guarantee Association (CLHIGA) is organized under statute and, generally speaking, all admitted carriers offering life and health insurance (not HMO) are required to participate.
  CLHIGA is funded in advance for administrative expenses based upon an assessment on each insurer, and it may be funded through an additional assessment if a member company fails.
  Life insurers are permitted to include the additional assessment in premiums.  Health insurers are instructed by statute to add the additional assessment as a separate charge on a premium billing notice.
  

Under statute, CLHIGA’s obligation to a single life insurance policyholder or to a holder of multiple policies is capped.  Generally speaking, the amounts range from 80% of the “net cash” or “surrender value,” up to a $100,000 cap, and 80% of the death benefit of a policy, up to a cap of $250,000.  These caps refer to policies covering “any one life.”  “Net cash” or “surrender value” is the amount the policy is worth if someone simply cashes it in.  A death benefit, as the name states, is paid upon the death of the covered life.  For multiple policies held by one person or by a corporation the guaranteed amount could be as high as $5,000,000.
 Annuities have a $100,000 limit. Health insurance benefits were capped at $200,000 per person in 1991 and permitted to increase according to changes in the health care cost of care component index of the consumer price index.
  The cap is currently over $300,000 and is recalculated, in order to update it, when an insolvency occurs.

Personnel at the Financial Surveillance Branch of the DOI have remarked to committee staff that a large amount of life insurer capital was used in recent years to offer reinsurance to workers’ compensation carriers.  This may have contributed to steep rate reductions in premiums in the workers’ compensation market and yet saddled some life insurers with major reinsurance losses.

Life insurers play a major role in the nation’s pension system through annuities offered under pension plans.  The failure of a major life insurer has a ripple effect throughout the federal pension benefit guarantee system.  Could a major life insurer fail today?  Could it fail because it has offered reinsurance to a risky line of business, such as workers’ compensation?  These are important issues that the committee may wish to examine.





Gramm-Leach-Bliley


The Gramm-Leach-Bliley Financial Services Modernization Act (GLBA) is federal legislation that, among other things, permits banks to own insurance companies and vice-versa.  “Firewalls” erected between the finances of banks and insurers during the Great Depression were removed.  In place of these prohibitions on ownership, states and the federal government assumed new obligations to oversee the finances of insurers. The following is a brief description of GLBA from the statement of intent of the National Association of Insurance Commissioners (NAIC) website:

“Fueled by enhanced technology and globalization, the world financial markets are undergoing rapid changes.  In order to protect and serve more sophisticated but also more exposed insurance consumers of the future, insurance regulators are committed to modernize insurance regulation to meet the realities of an increasingly dynamic, and internationally competitive financial services marketplace…Building on initiatives already underway, we will review our financial reporting and financial analysis and examination processes in light of the new law and changes occurring in the market place.  We will refine our risk-based approach to examining the insurance operations of financial holding companies to place greater emphasis on a company’s unique risk exposures and how it manages those risks…”
 

The committee may wish to ask the DOI to address the implications of GLBA for the solvency of insurers serving California consumers.
        

Questions

The DOI/Financial Surveillance Branch/CLO:

1. Are any insurers going to fail because of the terrorist attacks?  Has the DOI increased its monitoring of insurer finances in recent months?

2.
January 2002 is a key month for renewals of reinsurance.  Is the reinsurance market offering coverage, particularly in the property/casualty market?

3. What is the Early Warning System used by the Financial Surveillance Branch?

4.
Is the Financial Surveillance Branch on track to meet the three goals it established for the Year 2002 (improve Early Warning System, encourage its wider use, and take a proactive role in overseeing workers’ compensation carriers)?

5.
Is the Financial Surveillance Branch improving its oversight of insurer finances in light of passage of GLBA?

a.
Does the DOI have adequate numbers of trained personnel to identify troubled carriers?

b.
Is the DOI coordinating more closely with other states to identify troubled carriers?

c.
Does DOI have adequate California law to prevent financial failures (i.e. Superior National)?

d.
Can DOI adequately analyze the risks created by the new interdependence of banks and insurers by GLBA?  What new tools does the DOI use, if any, to analyze these risk?

6.
Superior National failed in part because it was allowed to acquire a weaker competitor.  

a.
Why did the Financial Surveillance Branch give Superior permission to acquire its weaker competitor?  

b.
Was this a mistake?  

c.
In the same circumstances today, would the DOI still give its permission?

d.
Superior National gave the DOI a surety bond to meet the deposit required under law.  Is there a problem with this bond?  Does the law need to be changed to correct the problem?

7.
Is Fremont (another workers’ compensation carrier) in conservation or is the DOI simply approving decisions about the management of its day-to-day affairs?  If it is not in conservation, why was the decision made to avoid conservation?

8.
Executive Life:

The DOI was warned that the ultimate purchasers of Executive Life’s obligations might not be legitimate bidders.  In 1999, the DOI filed suit alleging that the French bank Credit Lyonnais (owned by the French government in 1991) had committed fraud through a secret agreement that facilitated the successful bid.  The agreement resulted in Credit Lyonnais, and therefore the French government, controlling a company established to manage Executive Life’s obligations.  This arrangement was illegal.  The Insurance Commissioner made the decision to sell Executive Life’s obligations to the French bidder after an extensive investigation of the company and its bid by the DOI.

a.
Should an Insurance Commissioner be the key person who makes the decision about how to sell or to reorganize failed insurers?  Do the courts rubberstamp decisions of the Insurance Commissioner?

b.
Should Insurance Commissioners and CLO personnel be barred for a lengthy period of time from participating in business deals with insurers and bidders involved in the conservation and liquidation process, after the IC or CLO personnel leave the DOI?

c. 
Should there be a permanent insolvency advisory board to the DOI, perhaps appointed by the Board of Accountancy and the State Bar of California, to offer recommendations to the DOI in a timely manner, particularly when a large insurer has failed?

d.
Should the law require that policyholders be represented through a committee, similar to a creditor’s committee in a federal bankruptcy proceeding?

e.
Does the CLO still owe some Executive Life policyholders money and what is the status of those payments, if any?

9.
Does the DOI need new powers to declare workers’ compensation rates inadequate?  What does the DOI propose?  What do insurers propose?

10.
Has the CLO fixed the numerous problems identified by the State Auditor (see page 9, CLO section of this background report)? 

CIGA/CLHIGA:

11.
Will CIGA run out of money?

12.
Should CIGA and the CLHIGA have the ability to levy a premium on a troubled insurer prior to an insurer becoming insolvent?  Either in coordination with that levy or independent of that levy, should statutes be amended to require reduced exposure or increased capitalization when certain types of insurers (i.e. workers’ compensation carriers) are financially impaired but not insolvent?

13.
Should Insurance Code Sections 1063.14 and 1067.08 be amended to remove the requirements to pass the surcharges for CIGA/CLHIGA on to customers? 

14.
Insurance Code Section 1063.3 states that CIGA’s board may report to the DOI about the cause of an insolvency.  Should the law be amended to require CIGA to inform the DOI, in advance, if CIGA has reason to believe that a member company may be financially impaired?

15.
Which life insurers were key sources of reinsurance for failed workers’ compensation insurers?  Should life insurers be prohibited from offering reinsurance to workers’ compensation carriers because workers’ compensation is a highly risky line?  Should other types of insurers also be prohibited from offering reinsurance for workers’ compensation risk?

16.
Junk bonds destroyed Executive Life.  Will future life insurers be destroyed by this cause, by offering reinsurance to workers’ compensation carriers or perhaps by financial ties to parent-company banks?  Are there emerging threats to the life insurance industry and do we need new law/or resources to reduce these threats?

17.
According to an examination report of CIGA produced by the DOI, CIGA does not require its employees to sign a written conflict of interest disclosure form.
  Should current law be changed to require that CIGA employees sign such a form?  Does CLHIGA require that employees sign a conflict of interest disclosure form?  Do CIGA or CLHIGA use bids and other typical management tools to ensure that conflicts of interest are eliminated?  
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Financial Surveillance/Conservation Process For  California Domiciled Insurers





Start: Property/casualty rates estimated to be adequate.  Other lines (i.e. life or workers’ compensation) given limited review.





CLO determines if rehabilitation is possible.  If rehabilitation is not possible, company is liquidated through court order.





Company’s finances are formally determined to be inadequate by the Financial Surveillance Branch





Company put under onsite supervision by the Financial Surveillance Branch of DOI or IC appointed as conservator by Superior Court.





#1 goal of CLO: Collect assets and pay creditors.  Claimants under policies are creditors. CIGA activated by liquidation order. CLHIGA may become involved earlier in process under some circumstances.





Other outcomes:  Excessive claims losses/fraud/invest-ment losses 





Market response:  sales revenue and claims losses





Financial Surveillance Branch of DOI becomes aware, through Early Warning System, of impairment and increases scrutiny. DOI may also impose limits on company to shore up finances.





Finish: Company shut down.





Insurer “surplus” impaired
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Sheet1

		CIGA Historical a/o 6/30/00

		Losses paid		1,137,046,538

		ALAE incurred		341,560,311

		UEP		42,048,674

		Admin		48,483,581

		Total Incurred ITD		1,569,139,104		1,569,139,104

		Total Paid itd 6/30/00				$   1,569,139,104

		CIGA founded		10/1/69

		latest f/y/e		6/30/00

		days elapsed		11,230

		Years elapsed		30.7671

		Total paid				1,569,139,104

		Years existence to 6/30/00				30.75

		Average annual payouts				$   51,028,914

						ITD 7/31/01

				84		121,532,562

				85		39,696,798

				86		3,452,223

				87		238,919,753

				88		2,146,240

		Sub-total SNIG Group				405,747,576

				89		7,595,192

				90		8,852,940

		Sub-total Cr Genl Grp				16,448,132

				91		24,038,551

				92		828,765

		Sub-total HIH Group				24,867,316

		Sable		94		996,874

		Sub-total insolvs since 9/27/00				448,059,897

		Reliance - work comp projected liability				366,000,000

		SNIG Avg per month

		Liq date		9/27/00

		lates fye		9/30/01

				368

		Projected SNIG payout				450,000,000

		divided by 12 months				12

						37,500,000

				Monthly Cash		Ultimate Projected				Outstanding

		Workers Compensation		Demands		CIGA Liability				Reserves

		Insolvencies prior to Superior National		696,000		535,933,410				83,534,860

		Superior National Group		37,500,000		1,377,000,000				1,058,535,109

		Credit General Group		2,350,000		61,100,000				55,044,315

		HIH Group		9,900,000		340,422,000				315,554,197

		Sable Insurance Co		500,000		11,200,000				10,216,405

		Reliance Group		7,800,000		365,982,000				365,982,000

				$   58,746,000		$   2,691,637,410				$   1,888,866,886

				Monthly Cash		Ultimate Projected				Outstanding

		All Other		Demands		CIGA Liability				Reserves

		Insolvencies prior to Superior National		1,556,000		948,802,053				246,668,459

		Superior National Group		43,200		4,100,000				3,662,612

		Credit General Group		361,500		11,687,342				9,518,133

		HIH Group		-		-				-

		Sable Insurance Co		31,000		910,942				848,255

		Reliance Group		16,500,000		683,527,000				683,527,000

				$   18,491,700		$   1,649,027,337				$   944,224,459

				Monthly Cash		Ultimate Projected				Outstanding

		Automobile & Homeowners		Demands		CIGA Liability				Reserves

		Insolvencies prior to Superior National		117,000		432,865,081				2,500,793

		Superior National Group		-		-				-

		Credit General Group		123,000		5,250,000				4,511,281

		HIH Group		-		-				-

		Sable Insurance Co		170,000		5,438,310				5,100,167

		Reliance Group		2,324,000		139,437,000				139,437,000

				$   2,734,000		$   582,990,391				$   151,549,241

		CONSOLIDATED		Monthly Cash		Ultimate Projected				Outstanding

		All three lines		Demands		CIGA Liability				Reserves

		Insolvencies prior to Superior National		2,369,000		1,917,600,544				332,704,112		(1,584,896,432)

		Superior National Group		37,543,200		1,381,100,000				1,062,197,721

		Credit General Group		2,834,500		78,037,342				69,073,729

		HIH Group		9,900,000		340,422,000				315,554,197

		Sable Insurance Co		701,000		17,549,252				16,164,827

		Reliance Group		26,624,000		1,188,946,000				1,188,946,000

				$   79,971,700		$   4,923,655,138				$   2,984,640,586		(1,939,014,552)

				Outstanding		Ultimate Projected				Outstanding		Ultimate Projected

				Reserves		CIGA Liability				Reserves		CIGA Liability

				332,704,112		1,917,600,544				2,984,640,586		4,923,655,138
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