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 SEQ CHAPTER \h \r 1BEFORE THE INSURANCE COMMISSIONER

FOR THE STATE OF ARKANSAS

IN THE MATTER OF THE APPLICATION

FOR APPROVAL OF THE ACQUISITION

OF CONTROL OF USABLE LIFE 
A.I.D. NO. 2005-033

ORDER


A public hearing was held at 2:00 p.m. on June 7, 2005, in the Hearing Room of the Arkansas Insurance Department (“Department”), in accordance with the provisions of the Arkansas Insurance Holding Company Regulatory Act (the “Act”), Ark. Code Ann. §§ 23-63-501 et seq. and other pertinent provisions of the Arkansas Insurance Code, upon the Form A Application filed on April 28, 2005, by Life and Specialty Ventures, LLC (“Applicant”), a Delaware limited liability company, seeking approval of the acquisition of seventy percent (70%) of the issued and outstanding capital stock, and thereby control, of USAble Life Insurance Company (“USAble Life”), NAIC No. 94358, an Arkansas insurance company, as detailed in the Form A Application, the exhibits thereto and the supplemental filings in relation thereto (hereinafter, collectively “Form A”).  


Also before the Commissioner was a Form D Application, “Prior Notice of Transaction”, filed on May 9, 2005 in accordance with Ark. Code Ann. § 23-63-515, by USAble Life’s ultimate parent corporation, Arkansas Blue Cross and Blue Shield (“ABCBS”), an Arkansas non-profit mutual insurance company, regarding certain transactions between USAble Life, ABCBS, Blue Cross and Blue Shield of Florida, Inc. (“FBCBS”), FBCBS’s subsidiary and the Applicant, as detailed in the Form D, the exhibits thereto and the supplemental filings in relation thereto (hereinafter, collectively “Form D”). 
The proceeding was held before the Honorable Julie Benafield Bowman, State Insurance Commissioner (“Commissioner”).  The Department was represented by Ms. Ragenea Thompson Hodge, Associate Counsel, and Mr. Mel Anderson, Deputy Commissioner for Financial Regulation and Audit; also present during the Hearing was Booth Rand, also Associate Counsel for the Department.  The Applicant was represented by Mr. Allan W. Horne, Dover Dixon Horne PLLC, its counsel.  Jason D. Mann, Chief Executive Officer of the Applicant, and Robert A. Pallais, Vice President of Florida Combined Life Insurance Company, Inc. (“FCL”) and authorized representative of FBCBS, testified at the Hearing, as well as Mr. Mark Langston, Chief Financial Officer of USAble Life.  Last, the official Record of the Hearing closed at the conclusion of the proceeding after certain stipulations by counsel for the Applicant and the Department.
As an initial matter, the Arkansas Insurance Department informed the Applicant, USAble Life, ABCBS and FBCBS that certain exhibits and supplemental filings, including related information therein, concerning the Form A and Form D are confidential in nature; therefore, the Applicant shall be notified prior to any request for disclosure of said exhibits and supplemental filings and related information.  Furthermore, it appears that the exhibits and supplemental filings and related information may be exempt from disclosure under both the Arkansas Freedom of Information Act, Ark. Code Ann. §§ 25-19-101 et seq. and various provisions of the Arkansas Insurance Code.
FINDINGS OF FACT


From the Forms A and D, exhibits, reports and statements on file with the Department, testimony of witnesses and other matters and things considered, the Commissioner finds as follows:
FORM A TRANSACTION


1.
Notice of the Public Hearing was duly and properly given or waived by all parties and all parties have agreed and consented to the holding of the Hearing at the time and place specified herein.

2.
USAble Life is a domestic life and health insurance company duly licensed and in good standing in the State of Arkansas.  USAble Corp. is the owner of seventy percent (70%) of the outstanding capital stock of USAble Life.  USAble Corp. is a wholly owned subsidiary of ABCBS.   

3.
On its Annual Statement for calendar year 2004, USAble Life reflected net admitted assets of $148,865,074, liabilities of $76,740,738, and policyholder surplus of $72,124,336. 

4.
Applicant is a Delaware limited liability company owned jointly, in equal shares, by USAble Corp. and DHSI, which are wholly-owned subsidiaries of ABCBS and BCBSF, respectively.


5.
Under the terms of the Combination Agreement contained in the Form A, the Applicant would acquire all of the issued and outstanding capital stock of USAble Life owned by USAble Corp., which shares represent a value of approximately $84,000,000, and thereby obtain control of USAble Life.  
6.
The Combination Agreement has been approved by the Applicant, USAble Corp. and DHSI; the Board of Directors of USAble Life has also endorsed the Agreement.  
7.
The terms of the Agreement are not inequitable to USAble Corp., the controlling stockholder of USAble Life, nor would the Agreement substantially reduce the protection or service to USAble Life’s policyholders.  
8.
No director, officer, agent or employee of any of the parties shall receive any fee, commission, compensation, or other valuable consideration whatsoever for in any manner aiding, promoting or assisting the approval of the Application.  
9.
After the change of control, USAble Life would continue to satisfy the requirements for the issuance of a license to write the lines of insurance for which it is presently licensed.  
10.
The effect of the acquisition of control of USAble Life will not substantially lessen competition in the business of insurance or tend to create a monopoly in this state.  
11.
The financial condition of the Applicant would not jeopardize the financial stability of USAble Life or prejudice the interest of its policyholders or the interest of remaining security holders who are unaffiliated with USAble Life.  
12.
The Applicant has no plans to liquidate USAble Life, sells its assets, consolidate or merge it with any other person or to make any other material changes in its business, corporate structure or management, that are unfair or unreasonable to USAble Life, its policyholders or inconsistent with the public interest. 
13.
The confidence, experience and integrity of the persons who will control the operations of the Applicant and USAble Life are not such that it is inconsistent with the interest of the policyholders of USAble Life and of the public to permit the proposed acquisition to go forward.   
14.
The Applicant has no present plans to cause USAble Life to declare any extraordinary dividends.

15.
The Applicant does not plan on making substantial changes post-acquisition to the operations of USAble Life, other than those identified herein or in the Form A.

16.
The Agreement is not contrary to law.  
17.
The Agreement is in the best interest of the Applicant and USAble Life.

FORM D TRANSACTION

18.
Under the terms of the Combination Agreement, via the Applicant, ABCBS, through USAble Corp., will share equal control with FBCBS, through DHSI, of USAble Life and FCL.
19.
Under the terms of the Dental Insurance Proportional Share Reinsurance Contract (the “Dental Reinsurance Contract”) between ABCBS and FCL, ABCBS will cede and reinsure its dental insurance business to FCL.  

20.
Under the terms of a Group Life and Disability Insurance Proportional Share Reinsurance Contract (“Group Life and Disability Reinsurance Contract”) between FCL and USAble Life, FCL will cede and reinsure to USAble Life its group life and disability insurance.  
21.
Under the terms of an Individual Life Insurance Proportional Share Reinsurance Contract (“Individual Life Insurance Reinsurance Contract”) between FCL and USAble Life, FCL will cede and reinsure to USAble Life its individual life insurance.  

22.
Under the terms of a Dental Administrative Services Agreement Revenue Transfer Contract (“Dental ASA Contract”) between USAble Corp. and Florida Combined Insurance Agency, Inc. (“FCIA”), USAble Corp. will transfer to FCIA its dental services business.  

23.
Under the terms of a Workers’ Compensation Administrative Services Agreement Revenue Transfer Contract (“Workers’ Compensation ASA Contract”) between USAble Corp. and FCIA, USAble Corp. will transfer to FCIA its workers’ compensation service business.  
24.
Under the terms of an Administrative Services Agreement (“Administrative Services Agreement”) between ABCBS and the Applicant, ABCBS will perform certain administrative services for the Applicant.  
CONCLUSIONS OF LAW


Based upon the foregoing findings of fact and other matters, exhibits introduced into evidence at the hearing, reports, filings, facts and things before the Commissioner, the Commissioner concludes as follows:   


1.
The Commissioner has jurisdiction over the parties and the subject matter of this proceeding. 


2.
The agreements described in the Form A and Form D, the exhibits thereto and the supplemental filings in relation thereto, are not contrary to law, and none of the conditions specified in the Arkansas Insurance Holding Company Regulatory Act or any other provisions of the Arkansas Insurance Code would preclude the agreements from being approved.  Therefore, the Form A Application and the Form D Application should be approved.
Based on the foregoing Findings of Fact and Conclusions of Law, and being in all things duly advised, IT IS THEREFORE ORDERED that:
a. Pursuant to Ark. Code Ann. § 23-63-510, the acquisition of control by the Applicant, as it relates to USAble Life, as described in the Form A, testimony of witnesses and other evidence adduced at the hearing (including exhibits filed in connection therewith), reports, correspondence, financial information, business plans, and statements on file with the Department, representations of counsel, and other matters and things considered, should be and is hereby approved;

b. Pursuant to Ark. Code Ann. § 23-63-515, the Form D agreements, as described in the Form D, testimony of witnesses and other evidence adduced at the hearing (including exhibits filed in connection therewith), reports, correspondence, financial information, business plans, and statements on file with the Department, representations of counsel, and other matters and things considered, should be and are hereby approved.

IT IS THEREFORE ORDERED this 9th day of June, 2005.








 (signed by Julie Benafield Bowman)___








JULIE BENAFIELD BOWMAN
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