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Economic Matters Finance

Insurance - Impaired I nsurers

This departmental bill alters the definition of an impaired insurer.

Fiscal Summary
State Effect: None. The changes are stylistic and corrective in nature.
Local Effect: None.

Small Business Effect: The Maryland Insurance Administration has determined that this
bill has minimal or no impaain small business (attached). Legislative Services concurs
with this assessment.

. _____________________________________________________________________________________________________________________________________|
Analysis

Bill Summary: A stock insurer is considered an impaired insurer if its assets, less all
liabilities and required reserves, do not equal or exceed the capital stock and surplus
required for authority to engage in insurance business as a stock insurer.

The bill includes a dental plan organization with mutual insurers to determine whether
the dental plan organization is an impaired insurer. A mutual insurer, reciprocal insurer,
dental plan organization, or nonprofit health services plan whose assets, less liabilities
and required reserves, do not equal or exceed the minimum surplus required for authority
to engage in insurance business.



Current Law: A stock insurer is considered an impaired insurer if its assets, together
with total issued and outstanding capital stock and minimum surplus, do not equal or
exceed all liabilities and required reserves.

A mutual insurer, reciprocal insurer, or nonprofit health service plan is considered an
impaired insurer if its assets, together with the minimum surplus required for authority to
engage in insurance business, do not equal or exceed all liabilities and required reserves.

As determined by the Maryland Insurance Commissioner, an insurer is an impaired
insurer if it does not have the financial ability to pay an obligation within 30 days after
the obligation becomes due.

Background: The change in the definition of “impaired insurer” reflects the term’s use
in the insurance industry.

Additional | nfor mation
Prior Introductions. None.
CrossFile: None.

I nfor mation Source(s): Department of Health and Mental Hygiene, Maryland Insurance
Administration, Department of Legislative Services

Fiscal Note History:  First Reader - February 12, 2004
n/ljm

Analysis by: Ryan Wilson Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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