BEFORE THE COMMISSIONER OF INSURANCE

OF THE STATE OF KANSAS
In the Matter of the Proposed )
Adoption of the Market Conduct ) Docket No. 2863-MC
Review Report of Fidelity and Guaranty )
Insurance Underwriters, Inc. )

ORDER
NOW COMES on for formd dispostion the matter of the proposed adoption of the
market conduct review report of Fiddity and Guaranty Insurance Underwriters, Inc.. This matter
is brought before the Commissoner of Insurance for adoption, rgection, or modification
pursuant to the provisions of Kansas Statutes Annotated (K.S.A.) 40-222.
|, Kathleen Sebelius, the duly dected, qudified, and acting Commissioner of Insurance of
the State of Kansas, having fully consdered and reviewed the examination report, together with
al written submissons, applicable rebuttals, and al relevant portions of the examiners work
papers, and further being fully advised on dl premises, hereby find:

Findings of Fact

1 The Commissoner of Insurance has jurisdiction over this matter pursuant to
K.S.A. 40-222.
2. A maket conduct review of Fiddity and Guaranty Insurance Underwriters, Inc.

was undertaken by the Kansas Insurance Department and was completed on January 10, 2000.
3. Within thirty (30) days following the compleion of the examinaion, the
examineg-in-charge tendered and filed with the Kansas Insurance Department a verified written

report of the market conduct review, copy of which report is attached as Exhibit A and



incorporated herein by reference, which report dates that Fiddity and Guaranty Insurance
Underwriters, Inc. failed test two of the exam.

4, Within thirty (30) days following receipt of the verified written report, the Kansas
Insurance Department transmitted the report to Fiddity and Guaranty Insurance Underwriters,
Inc. with a duly executed notice advising the company of its opportunity to prepare and submit to
the Kansas Insurance Department a written submisson or rebuttd with respect to any and al
metters contained in the report. Fddity and Guaranty Insurance Underwriters, Inc. was further
advised that any written submisson or rebutta needed to be filed with the Kansas Insurance
Department no later than March 10, 2000.

5. Fiddity and Guaranty Insurance Underwriters, Inc. filed a written response of the
verified report on March 9, 2000.

6. Within thirty (30) days following written response, the Commissoner of
Insurance fully reviewed the report together with any written response provided by Fiddity and
Guaranty Insurance Underwriters, Inc..  The Commissoner of Insurance further reviewed dl
relevant work papers.

7. Based upon the written submisson tendered by Fiddity and Guaranty Insurance
Underwriters, Inc., the company took no exceptions to matters contained in the verified report
including the statement of failure of test 2.

8. No other written submissons or rebuttds were submitted by Fddity and
Guaranty Insurance Underwriters, Inc..

Conclusions of L aw

0. K.S.A. 40-222(k)(2) provides:

Within 30 days of the end of the period dlowed for the receipt of written
submissons or rebuttds, the commissoner shal fully consder and review



10.

11.

conduct of affairs examination report of Fiddity and Guaranty Insurance Underwriters, Inc. should be

adopted.

12.
of Insurance deems it necessary, an examination of the afars and financid condition of any
insurance company in the process of organization, goplying for admisson, or doing busness in
this State can be undertaken.

years. Through the examination process, the insurance consuming public will be wel served and

protected.

the report, together with any written submissons or rebuttads and any
relevant portions of the examiners workpapers and enter an order:

(A) Adopting the examinaion report as filed or with modificaion or
corrections. If the examinaion report reveds that the company is
operating in violaion of any law, regulation or prior order of the
commissioner, the commissoner may order the company to teke any
action the commissoner consders necessary and appropriate to cure such
violaions, or

(B) rgecting the examinaion report with directions to the examiners to
reopen the examination for purposes of obtaning additiond data,
documentation or information, and refiling pursuant to subsection (K); or

(C) cdl and conduct a fact-finding hearing in accordance with K.SA. 40-
281 and amendments thereto for purposes of obtaining additiond
documentation, data, information and testimony.

K.S.A. 40-2407 “Cease and desist orders, pendtiesfor violaion:”

(@(1)(1) Payment of a monetary penalty of not more than $1,000 for each and
every act or violation; but not to exceed an aggregate pendty of $10,000,
unless the person knew or reasonably should have known such person was in
violation of this act, in which case the pendty shdl be not more than $5,000
for each and every act or violation, but not to exceed an aggregate of $50,000
in any Sx-month period;

Based upon the Findings of Fact enumerated in paragraphs #1 through #8 above, the

Policy Reasons

It is stated public policy of the State of Kansas that whenever the Commissioner

In al cases, such an examination must occur once every five (5)



IT ISTHEREFORE, BY THE COMMISSIONER OF INSURANCE, ORDERED THAT:

1 The market conduct review of Fidelity and Guaranty Insurance Underwriters, Inc.
is hereby adopted.
2. The Commissioner hereby orders Fidelity and Guaranty Insurance Underwriters,

Inc. to pay a pendty of $2000.00
3. The Commissioner of Insurance retains jurisdiction over this matter to issue any
and al further Orders deemed appropriate or to take such further action necessary to dispose of

this matter.

4, The Commissioner further orders pursuant to K.SA. 40-222 (k)(3) that the
company file written affidavits executed by eaech of its directors stating under oath that they have
received a copy of the adopted report and related orders.

Notice of rights

Fiddity and Guaranty Insurance Underwriters, Inc. is entitted to a hearing pursuant to
K.S.AA. 77-5376, the Kansas Adminigrative Procedures Act. If Fidelity and Guaranty Insurance
Underwriters, Inc. wants a hearing, the company must file awritten request for a hearing with:

Kathy Greenlee

Generd Counsdl

Kansas Insurance Department

420 SW. Ninth St.

Topeka, Kansas 66612

785-296- 7806

This request must be mailed within fifteen (15) days from the date of this Order. |If
Fiddity and Guaranty Insurance Underwriters, Inc. requests a hearing, the Kansas Insurance
Depatment will notify the company of the time and place of the hearing and information on the
procedures, right of representation, and other rights of parties rdaing to the conduct of the

hearing, before commencement of the hearing.



If ahearing is not requested in the time and manner stated above, this Order becomes
final and effective upon the expiration of the time for requesting a hearing.
ITISSO ORDERED THIS 11th DAY OF APRIL, 2000, IN THE CITY OF TOPEKA,

COUNTY OF SHAWNEE, STATE OF KANSAS.

/9 Kathleen Sebelius

Kathleen Sebdlius

Commissoner of Insurance

BY:

_I4d Kathy Greenlee

Kathy Greenlee

Generd Counsd



