'STATE OF CONNECTICUT
INSURANCE DEPARTMENT ‘

In the Matter of: |
' PROPOSED 'ACQUISITION OF CONTROL OF:

 GENWORTH LIFE AND HEALTH INSURANCE COMPANY,  : Docket No. EX 07-16
a Connecticut domiciled stock life insurance company :

by

SUN LIFE ASSURANCE COMPANY OF CANADA,
a Canadian domiciled stock life insurance company

ORDER

I, Thomas R. Sullivan, Insurance Cbmmis‘_sioher of the Stite of Connecticut,
having read tﬁe record of the above captvi(jned.matter, do hereby.adopt t_he ﬁndings and
recommendations of Susan F. Cbgswell, Deputy Insurance Commissioner, Hearing _
Ofﬁ_ce, w_h'ich. are cont'aiﬁed in the éftached Proposed Final Decision dated May 15, 2007
and issue the follbvﬁng ordérs, TO WIT: |
1. The Form A Application of the Applicants in which they.see_:k appr'oVai to acquire

control of Dém_estic Irisurer is approvéd, | |
2. .The Applicants and Domestic Insurer shall comply with their commitments as set

forth in thé Proposed Final Decision.
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3. The Applicants shall provide the Insurance Department with written confirmation of
the consummation of the acquisition of control by the end ,Of the month the
acquisition of control takes place.

"4, For a period of three (3) years, the Applicants shall file semiannually with the
Insurance Debartment, commencing six months from consummation of the
transaction, a report under dath of its business operations in Cbnnecticut,' including
“but not limited to,’the statues of integration with the Domestic Insurer, change to the
business of the Domestic Insurer; employment levels; c.hanges in offices. of the
Domestic Insurer; any changes in location of its operations in Connecticut; charitable
contributions made,to_Connécticut entities; and, notice of any statutory Qomplian‘ce or
re.gl‘llatory-actions taken be ottler state regulatory authorities against the Applicants
and the Domestic Insurer.

5. The Applicants should provide the Department with the names and titles of those
individuals who will be responsible for filing an amended Insurance Holding
Company System Annual Registration Statement pursuant to section 38a-138-10 of
the Regulations of Connecticut State Agencies.

6. Within fifteen (15). days following the end of the month in which the proposed -
acquisition is consummated, the Domestic Insurer shall file an ametlded Insurahce
Holding Company SYstem Annual Registratio'n Statement pursuant to section 38a-
138-10 of the Regulations of Connecticut State Agencies.

7. If the proposed transaction is not consummated within three (3) months of the date of
this Qrder and the Applicants intend to consummate the proposed transaction, the

Applicants shall submit to the Commissioner a statement, which shall include (1) the




reason for the. Applicants inability to consummate the proposed tran;action; (2) any
material chaﬁges in the information contained in the Form A Appﬁcation; and (3) the
current financial statements of the Applicants and the Domestic Insurer.

. The Domestic Insurér shall, at all times, maintain their books, records and assets in
Connecticut pursuant to Connecticut Law and consistent with the terms of the Form
A Application, unless otherwise approved by the Commissioner. |

. The Applicants shall pay expenses incurred by the Insurance Commissioner in
connection with the.-InSufance Department’s review of the captioned transaction

pursuant to sections 38a-132(a)(3) and 38a-132(c) of the Connecticut General

Statues.

Dated at Hartford Connecticut, thls /7 - day of May, 2007.

%Wﬂ

as R. Sulhvan
Insurance Cormnlsswner




STATE OF CONNECTICUT

"INSURANCE DEPARTMENT

In tﬁe Matter of:
PROPOSED ACQUISITION OF CONTROL OF:

- GENWORTH LIFE AND HEALTH INSURANCE COMPANY, Docket No. EX 07-16
a Connecticut domiciled stock life insurance company :

by

SUN LIFE ASSURANCE COMPANY OF CANADA,
a Canadian domiciled stock life insurance company

PROPOSED DECISION

L INTRODUCTION

On February 6, 2007, Sun Life F.inancial Inc., a publicly traded Canadian stock
holding company (““Sun Life Financial”), and Sun Life Assurance Company of Canada, a
Canadian domiciled stock life insurance company and a wholly—owned direct subsidiary
of Sun Life Financial (“Sun Life Assurance” and coHectively with Sun Lifeé Financial, the
“Applicants”), filed an Application on Form A with the Connécticpt Insurance
Department (“Department”) pursuant to sections 38a-129 to 38a-140 of the Connecticut
General Statues requesting approval by the Insurance Commissioner of the State of
Connecticut (“Commissior‘ler” or “Insurance Commissioner”) for the Proposed.
Acquisition of control or merger ( the “Proposed Acquisition” or “Merger”) of Genworth
Life and Health Insurance Company (“Genworth™ or “Domestic Insurer”), a Connecticut-
domiciled stqck life insurance company, from Genworth | Financial Inc., a Delaware
Corporation (“Genworth Financial”).

Supplemental information was subsequently requested by the Department and

provided by the Applicants. An Amended Form A was filed with the Department on
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March 15, 2007. The Amended Form A amends and restates in its entirety the original
Form A texf and also includes certain new and revised exhibits.

The Proposed Acquisition will be effected pursuant to the terms of a Stock
Purchase Agreement (“_ Stock Purchase Agreement”), dated as of January 10, 2007, By
and between Sun Life Financial and Génworth Financial.

On April 2, 2007, Acting Insurance‘Commis;s,ioner Susan F. Cogswell (“Acting
Commissioner Cogswell”) issued a notice of hearing, in which she ordered that a public
hearing concerning the application for approval of the Proposed Acquisiﬁon of Control of
the Domestic Insurer be held on May 3, 2007. The hearing notice was sﬁbsequently

published in The Hartford Courant once a week for two consecutive weeks. The notice

of hearing was also filed by the Department with the Office of the Secretary of State on
April 2, 2007 and was published on the Department’s Internet website. In accordance
with section 38a-8-48 of the Regulations of the Connecticut State Agencies, the

Applicants and Domestic Insurer were designated as parties to this proceeding.

The following individuals participated in and/or testified at the public hearing on

behalf of the Applicant and the Domestic Insurer:

Robert C. Salipante, President, Sun Life Financial U.S., rqpresented the

-Applicants.
George Ripley, Vice President and General Counsel, Genworth, represented the

Doﬁestic Insurer.

Ellen M. Dunn, Esq. and Allison J. Tam, Esq., LeBoeuf, Lamb, Greene &
MacRae LLP- r_epresehted the Applicant,

The following Department staff partiéipated in the public hear_ing:

Beth Cook, Esq., Kathy Belfi and Joan Nakano. |



Pursuant to the published hearing notice, the public was given an opportunity to

. speak at the hearing or to submit written comments no later than the close of business on

‘April 27, 2007, by an Order dated April 2, 2007. No public officials or members of the

public signed up to speak, spoke at the hearing, or submitted written testimony.

II.

FINDINGS OF FACT

After reviewing the exhibits entered into the record of this proceeding, and based on the

testimony of the witnesses, the undersigned makes the following findings of fact:

1.

Sun Life Assﬁrance is .a life insurance company established in 1865, and is the
principal life insurance subsidiary of Sun Life Financial. On March 22, 2000, Sun
Life Assurance r'eor-gé.nized from a mutual life insurance company to a stock life
insurance company, and became a direct wholly-owned subsidiary of S.uﬁ Life
Financial.

Sun Life Financial is a publicly traded stock holding compaﬁy, incorporated under the
Insurance Companies Act of Canada (The “A¢t”).

Sun Life Financial is a réporting company under the Secu‘rities_-Exchange Act of
1934, as ameﬁded, and trades on the Toronte, New York, and Philippine stock
exchange under the ticker symbol “SLE”.

Sun Life Financial activities are regulated by the Act, which is administered by the

Office of the Superintendent of Financial Institutions, Canada (“OSFT”).

‘Sun Life Financial has several insurance company subsidiaries which are licensed to

do business in the United States, including Sun Life Ass'urance.

Sun Life Assurance operates in the United States through its branch entered through

the State of Michigan (“U.S. Branch”) which is licensed in Connecticut. The U.S.




10.

11.

B;anch is lieeneed in 49 states (all except New York), the District of Columbia,
Puerto Rico and the U.S. Virgin Islands.

Sun Life offers a wide array of insurance products to individuals and businesses,
including group and individual life insurance, group d_isability and medical stop-loss
insurance. |

Sun Life Assurance is a leading international financial services organization,
providing a wide range ef savings, retirement, pension, imutual. funds, and life and
health insurance .products‘and services to individuals and corporete customers.

Sun Life Assurance has an extens'ive global distribution network consisting of career
sales forces in certain countries, independent insurance agents,- managing general

A

agents, investment ci_ealers and banks.
As of Septe_mner 31, 2006, Sun Life Assurance had total assets under management \‘o‘f
U.S. $116.2 billion. Sun life Assurance recorded total fe_venue of U.S. $14.5 billion
and common %sharehdl’d_ers net income of U.S.$1.22 billion for the period ended
December 31, f2006.

In aceordnnce with the Stock Purchase Agreement, dated as of J anuary 10, 2007, ny
and between Sun Life Financial and Genworth Financial, and éubject to the terms and
conditions sfated there .in,_ Sun Life Financial (or its assignees) vﬁll purchase all of the

outstanding shares of capital stock of the Domestic Insurer; Dental Holding, Inc

(“DHI”), a Cc;nne_cticut corporation, which owns 100% of the capital stec‘k of

California Benefits Dental Plan (“CA Benefits”), a California health care service

plan.



12.

13.

14.

15.

16.

17.

18.

19.

Sun Life Financial will assign its right to purchase the shares of the Domestic Insurer
to Sun Life Assurapce, ‘which will acquire the Domestic Ins.urer through the U.S.
Branch.

Sun Life Financial will assign its right to acquire DHI to Sun Life of Canada (U.S.)
Holdings Inc (“Life Holdco”), a Delaware holding company, which is an indirect
subsidiary of Sun Life Financial.

Upon the closing of the Proposed Transaction, Sun Life Assurance will become the
direct parent of the Domestic Insurer and Life Holdco will become the .direct parent
of DHL.

The merger consideration consists of cash in the amount .of approximately $650
millien subject to several adjustments set forth in the Proposed Transaction.

The U.S. Branch plans to fund the approximately $609 million portion of the
purchase Price from available funds of approximately $159 million he’l& by the U.S.
Branch, with the remaining approximately $450 million to be provided from the

proceeds of two surplus notes to be issued by the U.S. Branch to a wholly-owned

* subsidiary of Sun Life Financial.

The funds for the pur_chaée‘ of the surplus notes will come from available funds in the

Sun Life Financial group of companies.

Life Holdco will fund the approximately $41 million portion of the purchase price

from available funds.

The nature, source and amount of the consideration to be paid in connection with the

Proposed Transaction were determine by arm’s length negotiation between the parties

to the Stock Purchase Agreement.



20. Upon completion of the proposed Transaction, the Applicants intend to integrate the
operations of the Domestic Insurer into the Sun Life Financial U.S. B.usiness Group.

21. The Applicants plan_ to have the Domestic Insﬁrer. enter into a renewal rights
agreement with the U.S. Branch and Sun Life Insurance and Annuity Company of -
New York (,"SLNY"),- a New York-domiciled insurer that is an indirect subsidiary of
Sun Life Financial, that will grant to the U.S. Branch aﬁd SLNY the right to renew
‘the existing bus.iness of the Domestic InSUI:éI’ following a transition period.after
closing.I ’

22. Other than as disclosed in the Amended Form A, including in the Amended and
Restated Business Plan, the Applicants.have no present plans or proposal to cause the
Domestic Insurer to declare an extraordinary dividend or make other distributions,
liquidate the domestic insurer, séll the Domestic. Insuref’s asséts, merge or
consolidate the Domestic Insurer with any person or persons, make any éther material
change in the Domestic Tnsurance business operations of corporate structure or
management, or cause the Domestic Insurer to epter into matérial contracts.

23.F ollowinQ the Merger, the following will be memBers of the board of directors of the
Domestic Insurer: |
Scott M. Davis
Ronald H. Friesen -

Robert C. S-alipantc
Michael E Shunney
Janet V. Whitehouse

24. After the Merger, the following will be officers of the Domestic Insurer:




25.

26.

27.

James M. A. Anderson
Michael S. Bloom
Scott M. Davis

Ronald H. Friesen
Keith Gubbay

Robert C. Salipante
Michael E. Shunney
Janet V. Whitéhouse

John R. Wright

The biographical affidavits of the members of the board of directors and officers of
the Domestic Insurer, which include the individual’s educatiohal background,
professional credentials, and employment history, are included in the record and the

files of the Insurance Depéu‘tment. 3

Mr. Salipante testified that the Applicants expect that as a result of the Proposed

‘Transaction, during the remainder of 2007, other than voluntary terminations, there

will bé fewer than 50 positions eliminated from the Windsor location which support
the Domestic Insurer's opere}fions. As the integration process continues through 2008
and into the first half of 2009, the Applicants ekpect_ that an additional 30 to 50
positions will be eliminatea from the Windsor location due. to redundancies or
changés ih functional location.

The Applicants intend at some point after the CIOSing to conduct a review of the

operations of Professional Insurance Company (“PIC”), which currently has



28.

29.

30.

31

approximately 5 dedicated employgés at the Windsor location, to determine the long
term strategic ﬁt of this business with that of the SLF U.S. Business Group.

Mr. Salipante testified that the Applicants intend beyond 24 months to maintain a
substantial présence in Connecticut.

Mr. Salipante testified that the Appiicants expect that the array of functions
performed in Connecticut will change with the greatest expansion in the more highly
skilled knowledge-based risk management positions, such as underwriting, claims
and actuarial support for all group product lines, and with the migration of certain
administrative and technology functions to other locations.

Mr. Salipante testified that the Applicants believe that the SLF U.S. Business Group
will continue to grow, and that growth is expected to”create demand for the skilled
positions identified and this will drive growth in the number of positions located in

Windsor, Connecticut.

Mr. Salipante testified that the Applicants’ business plan projections assumes growth

in the overall business of the SLF U.S. Business Group of approximately 15% per

32.

33.

year and/or a éimilar rate of attrition in the Wellesley Hills location in positions that
will be eligible for replacement in the Windsor, Connecticut location. The success of
the combined businesses will ultimately dictate employment levels in all locations.
Mr. Salipante testified that the Applicants expect that in the i§ng term employment
numbers should be approaching the Domestic Insurer's current staffing levels in
Windsor.

The Applicant submitted written testimony which confirms that the original forms of

the Domestic Insurer’s charter and bylaws, shareholder, board of directors and



committee meeting minutes, and stock registers will be maintained at the statutory
home ofﬁce in Windsor, Connecticut.

34. The Applicants submitted written testimony stating that if the Proposed Transaction is
approved by-the Department, the Applicants agree to work With the Departmenf to
ensure that the Department has i@ediate and unfettered access to any books and
records of the Domestic Insurer in the unlikely event of an insolvency or
receivership/liquidation acfioﬁ regarding fhe Domestic Insurer.

35. Three years of statutory financial projections for the Domestic Insurer are included in
the records arid files of the Insurance Department.

36. Following the Closing, the Domestic Insurer will become part of the SLF U.S.
Business Group. Thus, the management and oversight of the Domestic Insurer’s

business functions will be reorganized to align with the organizational structure of the

SLF U.S. Business Group.

37. Following the announcement of the Proposed Transaction, Sun Life Financial and

Sun Life Assurance were assigned the following ratings:

Financial Strength

Rating =~ =~ No rating required | No rating required | No rating required
Counter Party Credit ' '
.Rating — Senior Debt No rating required AA- No rating required
Counter Party Credit
Rating — Perpetual
Preferred Shares Baal A No official rating

‘Financial Strength

Rating Aa2 AA+ , A+
Counter Party Credit V _
Rating — Subordinated A ,
Debentures Al AA No official rating




38.

39.

40,

Following the announcement of the Proposed Transaction, the Domestic Insurer was

assigned the fdllowing ratings:

| Financial Strength Not rated

There have been no changes to these ratings as a result of the proposed transaction.

Neither of the Applicants nor any person controlling, controlled by or under common

~ control with the Applicant or any person listed as a director or executive officer

41.

42.

£

beneficially owns or has, directly or indirectly a right to acquire beneficially any

voting securities of the Domestic Insurer or any securities convertible into or

evidencing a right to acquire any such voting securities whether or not such righf of

conversion or acquisition is exercisable immediately or at some future time.

Other than the Stoek Purchase Agreement, there are no contracts, airrangements, or

understandings, whether oral or in writing relating, directly or indirectly, to any
voting securities of the Domestic Insurer or any securities convertible into or

evidencing a right to acquire any such voting securities whether or not such right of
conversion or acquisition is exercisable immediately or at any future time involving

Applicants,/ or:r any other person listed as director or executive officer.

Except for minimum amounts of voting securities of Genworth Financial, the direct

parent of the ADomestip Insurer, purchased by certain persons listed as director or -
executive officer in the ordinary course, there have been no purchases, directly or

indirectly, of any voting securities of the Domestic Insurer by the Applicants, any

petson controlling, controlled by or under common control with the Applicant or any

10



other persoﬁ listed as directors or executive officer during the 12 calendar month
preceding the filing of the amended Form A.

43. Except for the Stock Purchase Agreement, there havé been no recommendations to
purchase, directly or indirectly,.any voting security of the Domestic Insurer made by
the Appiicants, any person controlling, controlled by or under common control with
the Applicants or any person listed as director or executive officer, or by .any(Sne
based upon interviews or at the suggestion of the Applicants, any person controlling,
controlled by or under common _contr01 with the Applicants or any person listed as
director or executive officer during the 12 calendar months preceding the filing of the
Amended Form A. |

44. There are no agreements, contracts. or understandings made or proposed to be made
with any broker-dealer as to solicitation of voting securities of Genworth Financial or
the Domestic Insurer for tender.

~ 45. The waiting period required by the Hart-Scott Rodino Anti-Trust Improvement Act of

1976 .in connection with the :Proposed Acquisition received early termination

effective February 20, 2007.

- 46. Thé Proposed Transaction will not substantially lessen competition of insurance in

the State of Connecticut or tend to create a monopoly therein.

. DISCUSSION

Section 38a-132'(b) of the Connecticut General Statues specifically requires the approval

of the proposed acquisition of control of the Domestic Insurer unless it is determined that: -

11



(A)

(B)

©

D)

)

()

After the 9hange of control, the Domestic Insurer would not be able to satisfy the
requirements for the issuance of a license to write the lines of business for which
they are presently licenséd;

The effect of the merger or other acquisition of control would be to substantially
lessen competition of insmaﬁce in this state or tend te create a monopoly in
Connecticut; |

The financial condition of the acquiring party is surch.4as might jeopardize the
financial vsta_bility of the Dom,estié Insurer or prejudice the interest of its
policyholders;

The plansl or proposals which the acquiring party has to liquidate the Domestic
Insurer, sell its assets or consolidate or mérge it with any person, or make any
other material change in its .business of corporate structure or mahagement, are
unfair and unreasonable to policyholders of the Domestic Insurer and ﬁot in the
public interest;

The competence, experience and integrity of those persons Qho would control the
operatioﬁs'of the Domestic Insurer are such that it would not be in the interest of
the policyholders of the Domestic Insurer and of the public to permit the merger

or other acquisition of control; or

The acquisition of control of the Domestic Insurer is likely to be hazardous or
C

prejudicial to those buying insurance.

A. The ability of the Domesti¢ Insurer to satisfy the requirements for

the issuance of a license to write the lines of business for which they are presently
" licensed following the proposed acquisition of control.

12



Genworth Life and Health Insurance Company is a domqstic insurance company
currently licensed pursuant to section 38a-41 of the Connecticuft General Statues for life
and health. Section 38a-72 of the Connecticut General Statues requires that a domestic
stock life insurance company must have a minimum of $1,000,000 in capital and
$2,000,000 in paid-in surplus in the aggregate.

The Dom‘estic Insurer_ currently satisfy the requirements for the issuance of a
license to write the lines of business for which they are licensed.

As noted in the finding of fact, following consummation of the Merger, the
Applicants have no plans or proposals to liquidate the Domestic Insurer, to sell their
assets, merge or consolidate the Domestic Insurer with any. other person or entity. There
are no plans for the Domestic Insurer to enter into any material contract, agreement,
ar-raﬁgement or transaction of any kind with any person or entity.

B. Whether the effect of the merger would be to substantially lessen

competition of insurance in this state or tend to create a monopoly herein.

On February 2, 2007, the Applicants filed an application with the Federal Trade
Commission (“FTC”) and the Antitrust Division of the Department of Justice (“4‘DOJ ), as
‘required by the Hart-Scott-Rodino Antitrust Improvement Act (“HSR”), 15 U.S.C §18.
Under the HSR gnd implementing regulations, 16 C.F.R part 801 et seq., proposed
acquisitions of stéck' or assets having a market value in excess of $15 million by a
company having annual salés or total assets of $100 million or more must, with certain
exceptions, be repérﬁed to the DOJ and the FTC. Accordingly, the proposed acquisition of
the Domestic Insurer by the Applicants may not be consummated unless the waiting

periods prescribed by the HSR have either been shortened by the enforcement agencies or

13



expired without government action. The FTC granted early termination of the waiting
period effective February 20,2007. Based oﬁ the early termination action of the FTC, an
inference is drawn that there was no finding that theproposed acquisition by the
Applicants of the Domestic Insurer would substantially lessen competition or create
mdnopoly.

C. Whether the financial condition of the Applicant is such as might
jeopardize the financial stability of the Domestic Insurer or prejudice the interest of
their policyholders.

—~

As of September 31, 2006, Sun Life Assurance had total assets under
management of U.S. $116.2 billion. Sun Life Assurance recorded total revenue of U.S.

$14.5 billion and common shareholders’ net income of U.S. $1.22 billion for the period

ended December 31, 2006.

Substantial evidence contained in the Form A application and the supplemental

information submitted to the Department indicates that the financial condition of the

Applicants will not jeopardize the financial condition of the Domestic Insurer following

the Merger.

D. Whether the plans or proposals which the Applicant has to
liquidate the Domestic Insurer, sell its assets or consolidate or merge it with any
person, or to make any other material change in its business or corporate structure
or management, are unfair and unreasonable to policyholders of the Domestic

Insurer and not in the public interest.
)

The record reveals that the Applicants have no current plans or proposals to

liquidate the Domestic Insurer, to sell its assets, or consolidate or merge it with any other

entity.

The Applicants intend to integrate the operations of the Domestic Insurer into the

SLF U.S. Business Grdup. Applicanté plan to reinsure with the U.S. Branch and Sun Life -

14



Insurance and Annuity Company of New York (“SNLY”), a New York domiciled insurer
that is an indirect subsidiary of Sun Life Financial, the business of the Domestic Insurer,
except for a block of business reinsured with another company. In addition, the
Applicants plan to have the Domestic Insurer enter into tenewal rights agreements with
the U.S. Branch and SNLY that will grant to the U.S. Branch and SNLY the right to
renew the existing business of the Domestic Insurer following a transition period after the
closing.

Accordingly, the record supports the conclusion that there are no plans or
proposals for the Domestic Insurer that are unfair and unreasonable to policyholders of
the Domestic Tnsurer or not in the public interest.

E. Whether the competence, experience and integrity of those
persons who would control the operations of the Domestic Insurer are such that it

would not be in, the interest of the Policyholders of the Domestic Insurer and the
public to permit the merger or other acquisition of control

The record includes the biographical affidavits of those individuals who will serve
as rnembe'rs of the board and as officers of the Applicante and the Domestic Insurer
following the change of control. .The biographical affidavits disclose each individual’s
educational background, professional credentials and their employment history. In
addition, the Applicants have represented and the biographical affidavits confirm, that
during the last ten years none of the proposed directors or officers of the Appllcants and
Domestic Insurer have been convicted in a criminal proceeding (excluding minor trafﬁc.
violations) or have been convicted or otherwise penalized for violating any federal or
state law regnlati_ng_ the business of insurance, securities or banking, (or in the case of an
alien person, such equivalent provision as applicable). During the last ten years, none of

the proposed directors or officers of the Applicants have been subject of any proceeding

i
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under the Federal Bankruptcy Code, (or in the case of an alien person, such equivalent
provision as applicable) or have been afﬁliat;:d with a business ér organization which has
subject to such proceeding;

Furthermore, no proposed director or officer of the Applicants or the Domestic
Insurer has had é revocation, suspension or‘disciplinary sanction imposed against him or
her by a governmental agency. None of the filed biographical affidavits contain any
information that feﬂects negatively on the integrity of these individuals. The competence,
experience, and integrity of those persons who would control the operations of the
Domestic Insurer :after the Merger is such that it wouid be in the interest of policyholders
of the Dom‘éstic Insurers, and in the public interest, to permit the Merger.

" F. Whether the acquisition is likely to be hazardous or
prejudicial to-those buying insurance.

Based on the financial strength of the Applicants, the affirmation that the current
pians fof the Domestic Insurer will not disrupt the Applicant’s or the Domestic Insurer
- current membership, the potential for growth 6pportum'ties and operating efficiencies
planned by the Applicant, as well as provision of a strong and stable- financial
environment for the Domestic Insurer is not likely to be hazardous to those buying

f

insurance.

Accordingly, assuming compliance with all Connecticut’s insurance statues and
regulations, it is reasonable to conclude that the proposed acquisition of control of the:

- Domestic Insurer is not likely to be hazardous to those buying insurance.
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IV. RECOMMENDATION

Accordingly, based on the foregoing findings of fact and discussion, the record of
‘the May 3, 2007 public hearing, and the recomménc.iation.of the Insurance Department
staff, the undersigned ;oncludes that the Applicénts have satisfied the statutory ériteria as
provided in sectio_h 38a-132(b) of the Connecticut General Statues. Accordingly, the
undersigned recofnmends that the Insurance Commissioner find, pﬁrsuant to section 38a-
132(b) of the Connecticut General Statues that after the proposed acquisition of control
(a) the Domestic Insuref -will be able to satisfy the requirements for the issuance of a
license; (b) the ieffect of the acquisition of control will not substantially lessen
competition in thij's state or tend to create a monopoly therein; (c) the ﬁnanéial condition
of the Applicants Iis not such as might jeopardize the financial stability of the Domiestic
Insurer or prejudice the interest of their policyholders; (d) the plans or proposals for the
‘Domestic Insurer, are-not unfair and unreasonable to their policyholders, and are in the
public interest; () the corripetence, éxperience and integrity of the management of the
Applicants is such that it would be in the. interest of .polic‘yholders of the Domestic
Insurer,- and of the publié to permit the i)roposed acquisition of control; and (f) the
acquisition of control of the Domestic Insurer is not likely to be hazardous or prejudicial
to those buying insurance. |
Accordingly, the undersigned recommends the following orders:
1. The Form A Application of the Applicants in which they seei( approval to acquire
co_ntroi o.f Domestic Insurer be approvéd.
2. The Appliéants and Domestic Insurer shall comply with tﬁeir comrrﬁtments as set

forth in the Proposéd Final Decision.
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3. The Applicants shall provide the Inéurance\ Department with written confirmation
of the consummation of the acquisition of control by the end of the month the acquisition -
of control takes place.

4, For a period of three (3) years,' the Applicénts shall file semiannually with the
[nsurance Department, commenc'.ing six months from consummation of the transaction, a
report under oath of its busir;ess operations in Connecticut, including but not limited to,
the statues of integration with the Domestic Insurer, change to the business of the
Domestic Insurer‘;'employmént levels; changes in offices of the Domestic IﬁSurer; any
changes in location of its operations in :Connecticut; charitable cqntributions made to
Conﬁecticut entiti;:s.; and, notice éf any statutory compliance or regulatory actions taken
by other state regﬁlatory authorities against the Applicants and the Domestic Insurer.

5. The Appli(f:ants' should provide_thé Department with the names and titles of those
individuals who will be résponsible for filing an amended Insuraﬁce Holding Company
System Annual Régistration Statement pursuant to section 38a-138-10 of the Regulations
of Connecticut State Agencies. |

6.  Within ﬁfteén (15) days following the end of the month in which the proposed
acquisition is consummated, the Domestic Insurer shail file an amended Insurance
Holding Company System Annuai Registration Statement pursuant to section 38a_-138-10

of the Regulations of Connecticut State Agencies.

7. If the proposed transaction is not consummated within three (3) months of the date
of this Order and the Applicants intend to consummate the proposed transaction, the
Applicants shall submit to the Commissioner a statement, which shall include (1) the

reason for the Applicants inability to consummate the proposed transaction; (2) any
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material changes; in the information contained in the Form A Application; and (3) the
. current financial statements of the Applicants and the Domestic Insurer.

8. The Domestic Insurer shall, at all times, maintain their books, records and assets in
. ; . .

Connecticut pursjuant to Connecticut Law and consistenf with the terms of the Form A
Application, unlejss otherwise app_rove_d by fhe Cqmmissioner.

9. The Applifcants shall .'pay expenses incurred by the Insurance Commissioner in
connection with &16 Insurance Department’s review of the captioned transactién pursuarit
| to sections 38a—132(a)(3) and 382;—132(0) of the Connecticut Gener‘al Statues.

o

Dated at Hartford, Connecticut, this /2 day of May, 2OO7A

Aoant Lo

Susan F. Cogswell, Deputy\l.ﬁsurance Commissioner
Hearing Officer




