STATE OF CALIFORNIA Steve Poiznennsurance Commissioner

DEPARTMENT OF INSURANCE
Legal Division, Office of the Commissioner
45 Fremont Street, 23rd Floor

San Francisco, CA 94105

February 10, 2010
VIA ELECTRONIC AND U.S. MAIL
[@@@Name and Address of Insurer Contact@ @ @]

SUBJECT: Identification of Companies Doing BusinesSpecified Iranian
Economic Sectors; Treatment of Investments in SLmimpanies on
Insurers’ Financial Statements; Request for Moratoron Future Iran-
Related Investments

Dear [@ @ @Insert Company Contact Name@ @ @]:

The Department of Insurance (“Department”) receiyedr company’s response to
Commissioner Poizner’s July 2, 2009 data call (éD@all) seeking information about
investments in companies doing business with t@dn oil and natural gas, nuclear, and
defense sectors. Thank you for your response. DEpartment also independently reviewed
your company’s investments based on its financs&ements on file with the Department.

I. List of Companies Doing Business in Specifieddnian Economic Sectors

Following extensive research, analysis and consaftagthe Department has developed a list of
companies doing business with the Iranian oil aatdinal gas, nuclear, and defense sectors
(“List”). The List is attached. The Departmenvedmped the List based on:

» Insurers’ responses to the Data Call;

» Consultation with independent research firms KLB&sch and Analytics, Inc. and
Conflict Securities Advisory Group, Inc.;

» Consultation with reputational/financial risk exigeat RWR Advisory Group; and

* Review of the lists of the California, Florida, aRéw York public pension funds.

The Department may in the future revise the Lisabgting companies found to be doing
business with the Iranian oil and natural gas, eagland defense sectors; removing companies
that cease doing business with those sectors; kinmahanges based on other risk-related
considerations. In addition, the List currentlyedaot include banks. Based on subsequent
research, analysis and consultation, the Departmagtsupplement the List to include banks
doing business with the Iranian oil and natural gaglear, and defense sectors.

II. Treatment of Specified Iran-Related Investmens on Insurers’ Financial Statements

The Commissioner has determined that companielehist are subject to financial risk as a
result of doing business with the Iranian oil aadunal gas, nuclear, and defense sectors. Iran is
economically and politically unstable. It facesledranging international sanctions in response
to its efforts to develop nuclear weapons andptssorship of terrorism. Companies doing
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business with the Iranian oil and natural gas, earcland defense sectors are subject to
asymmetric reputational harm, and, accordingharirial or market risk, stemming from the
nature of their business activities in Iran.

Based on financial soundness considerations, tipafaent considers investments in
companies on the List to be at risk.

Accordingly, effective March 31, 2010, the Departma will treat all investments by
insurers holding a certificate of authority to transact insurance in California in companies
on the List and affiliates owned 50%or more by companies on the List as non-admittedro
the insurer’s financial statements. For all financal statements filed with the Department
for periods ending on or after March 31, 2010, eacmsurer must report all of its
investment holdings on the List as not admitted asss.

lll. Request for Moratorium on Specified Future Ir an-Related Investments

In recognition of the financial risk presented hyastments in companies on the List, the
Commissioner requests that your company agreeoriovést in the future in any of those
companies or in any affiliates owned 50% or mor¢hmge companies until either (a) Iran is
removed from the United States State Departmest' i state sponsors of terrorism or (b) the
company and its affiliates cease to do busineds wan’s oil and natural gas, nuclear, and
defense sectors and is removed from the List.

Attached to this letter is a form for your compangesponse to this requedtour company
must respond by March 12, 2010 Please mail the response to the Department abliosving
address:

California Department of Insurance
Field Examination Division - 9th floor
300 S. Spring Street
Los Angeles, CA 90013
Attention: Al Bottalico, Division Chief

If your company does not respond to or declinedDgartment’s request for a moratorium on
future investments in companies on the List andiaf#s owned 50% or more by those
companies, the Department may publish your comgamgine on the Department’'s website.

Thank you for your attention to this matter.

Very truly yours,

Adam M. Cole
General Counsel

Attachments

Protecting California Consumers



