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STATE OF TENNESSEE
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TO: All Tennessee Domestic Insurers

FR: Elaine A. McReynolds Z4-pn
Commissioner

DA: September 30, 1993

RE: Department Procedures for Reviewing Dividend
Filings

Pursuant to the Tennessee Holding Company Act, TCA 56-11-101 et
seq., the following procedures are hereby adopted for review of
dividend filings pursuant to TCA 56-11-205 and 206:

(i.e., within ten (10) days of filing) for the purposes of
determining whether a company's surplus as regards policy-

holders is reasonable in relation to the company's out-
standing liabilities and adequate to its needs. Our proce- :
dures will include the consideration of the following fac- .
tors: '
(a) The size of the company as measured by its assets,
capital and surplus, reserves, premium writings,
insurance in force and other appropriate criteria;
(b) The extent to which the company's business is di-
versified among the several lines of insurance;
(c) The number and size of risks insured in each line
of business;
(d) The extent of the geographical dispersion of the
company's insured risk;
(e) The nature and extent of the company's reinsurance
program;
(£f) The quality, diversification, and liquidity of the
VA company's investment portfolio;
| (g9) The recent past and projected future trend in the

size of the company's surplus as regards policy-
holders; E




(k)

The surplus as regards policyholders maintained by
comparable companies in respect of the factors enu-
merated above;

The adequacy of the company's reserves; and

The quality and liquidity of investments in subsid-
iaries. The department may discount any such in-
vestment or treat any investment as a non-admitted
asset for purposes of determining the adequacy of
surplus as regards policyholders whenever the in-
vestment so warrants.
The quality of the company's earnings and the ex-
tent to which the reported earnings include ex-
traordinary items.




