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Good evening.

Thank you John, for that very kind introduction and for
emceeing this ceremony. John and I have been friends
since our freshman year of the high school. We ran as a
ticket for President and Vice President of our high school
student council and we won. John has been a tremendous
public servant and leader at a very difficult time for
California. It is a special treat to get to join my friend in

serving in statewide office.

And thank you Chief Justice Tani Cantil-Sakauye for
taking the time to swear me in. It is a great honor. [ am very
excited about your leadership of the Supreme Court and the
entire California judicial system. And forgive me for a bit
of hometown pride—its great to see a Sacramentan lead our

courts!
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Congratulations also to our new Governor Jerry Brown,
Lieutenant Governor Gavin Newsom, Attorney General
Kamala Harris, Treasurer Bill Lockyer, Controller John
Chiang, Secretary of State Debra Bowen and
Superintendent of Public Schools Tom Torlackson. And
congratulations to Speaker John Perez and Senate President
Pro Tem Darrell Steinberg and the members of the State
Assembly and State Senate on their elections. I look
forward to working closely with all of you to address the

challenges faced by our state.

I would like to extend a very heartfelt “thank you™ to all of
my supporters, up and down this great state, and to the
voters of California who entrusted me with the critical
responsibilities of this important office. Your support gave
me the opportunity to stand here today, take the oath of
office, and to lead this important consumer protection

agency. I am very grateful for your support.
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And, of course, I wouldn’t be here today were it not for the
constant support and love of my amazing family...you
heard a moment ago from my daughter, Isabelle, who sang
so beautifully. I would also like to introduce my wife, Kim
Flores, and my son, William. Thank you for your love and

support.

Before I go any further, I would also like to thank outgoing
Insurance Commissioner Steve Poizner and his staff for
their helpful assistance throughout this transition. I really
appreciate Commissioner Poizner’s effort in making this

transition a very smooth one.
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Last week we announced my new executive team, which
includes a number of long time career public servants at the
Department of Insurance, as well as some from
Commissioner Poizner’s team, some returning leaders from
Commissioner Garamendi’s team, and others with whom I
have worked in the Legislature. My primary criterion in

assembling this team was experience and talent.

Well...it has certainly been a long road to get here -- at
least two times the 525,600 minutes my daughter sang
about -- but the path was full of many special people and
truly unique experiences. As I ran for Insurance
Commissioner, I had the chance to travel to so many parts
of California and meet people from all walks of life...and

everyone has their own story to tell about insurance.
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Whether it’s the single mother who lost her job due to a
sudden disability and was denied the disability insurance
her employer and she paid for . . . or the father who cannot
get health insurance due to a pre-existing health condition,
...or the family that cannot keep up with the rising cost of
health insurance...or the single mother who just can’t get
anyone on the phone to help her with the claims issue she is

having.

These are just some of the stories I heard. They touched my
heart. They showed me how emotional and important
insurance can be, but they also showed just how much
more needed to be done, through this office, to ensure that

peoples’ needs are fairly and fully addressed.

Most of all, I can tell you that the stories I heard were and
continue to be an inspiration to me...an inspiration to do
well...to serve the public effectively...and to fulfill the
obligations of the Office of the Insurance Commissioner to

the best of my abilities.
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The concerns of California’s consumers are my
concerns...the problems that they face are problems that we
will face and solve together...they will have a strong voice

in this Department of Insurance.

I have the utmost respect for the dedicated career civil
servants who work at Department of Insurance...they have
vast experience and technical knowledge . . . and I look

forward to working with them.

My overarching goal is to make the California Department
of Insurance the strongest consumer protection agency in
the nation. Bar none. We will set the standard for other

consumer protection agencies.

While there are many issues that we will be working on,

today I would like to share with you three priorities:
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1) First is the implementation of federal health care reform,

and that includes continuing my fight for the authority to

reject excessive health insurance premium increases;

2) Second, the protection of consumers . . .to level the
playing field for consumers and businesses as they deal
with insurance companies . . . to make sure that consumer
complaints are being addressed and that insurance

companies are not taking advantage of consumers;

3) And third, ensuring that California has a viable and

competitive insurance market, where carriers are solvent,
where new products like “Green Property Insurance” can
be brought to market to provide more choices and where

consumers are treated fairly.

But today I am not only declaring these three priorities. I
am taking immediate action on them as well. Elections
matter. The voters decided they wanted an activist

Insurance Commissioner who will advocate for consumers.
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And so rather than just using this opportunity to share with

you a speech, I am also taking concrete actions today to

advance these priorities.

As to my first priority — the implementation of health care
reform—I believe it is important to move forward here in
California even if a new Republican majority in the House
of Representatives wants to turn back the clock and deny

Americans health care reform.

That is why today I am establishing a new senior leadership
position, that of Deputy Commissioner for Health Care
Policy and Reform, within the Department of Insurance, to
assist me in implementing Federal health care reform. With
this action, I am elevating the importance of health care
policy and reform efforts within the Department of
Insurance. I will also continue my efforts to give the
Insurance Commissioner and the Department of Managed
Health Care the legal authority to reject excessive health

insurance and managed care premium increases.
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Most Californians are surprised when I tell them that the
Insurance Commissioner has no authority to reject health
insurance premium increases. [ will continue to fight to
extend to health insurance the successful regulatory
authority that exists for auto, property and casualty
insurance under Proposition 103. Proposition 103, enacted
by the voters in 1988, gives the Insurance Commissioner
the authority to regulate auto, property and casualty
insurance premiums. It has saved consumers billions of
dollars in premium costs and we should adopt the same
approach for health insurance and managed care. This is
one of the critical missing pieces of national health care

reform, in addition to the absence of a public option.

Another immediate action I will take today is to make sure
that I have the legal authority to enforce the new federal
health care reform law. This is even more important with

the new House of Representatives leadership threatening to
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de-fund health care reform implementation and

enforcement.

Effective January 1Ist, under the federal healthcare reform
legislation, health insurers in the individual market are
required to have a “medical loss ratio” of 80% . . .this
means that 80% of the health insurance premium dollar
should go into actual health care, not insurer profits,

marketing and overhead.

To make sure that I have the authority to enforce the new
80% Medical Loss Ratio, at the end of my remarks today I
will sign a “Notice of Emergency Regulation”. This
emergency regulation will give me the legal authority to
enforce in California the new federal 80% medical loss
ratio for the individual health insurance market, even if
Congress prevents the federal Department of Health and
Human Services from enforcing it. And I will be watching

very closely to make sure health insurers comply.
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I am also today directing the Department of Insurance to
initiate the rule-making process for a permanent regulation

on this matter.

I will also work closely with the Legislature to obtain the
legal authority to enforce the 85% medical loss ratio for the
group health insurance market established by the federal

healthcare reform legislation.

Now as I mentioned earlier, protecting consumers is a
priority for me...and it will be a main thrust of my

administration throughout my term.

The insurance industry in California is massive...actually it
is beyond massive, to the tune of roughly $125 billion in
revenues annually... and when an individual consumer has
a dispute, they don't have the resources to match the

nsurer.
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There are a variety of areas where we will be working to
make sure that we level the playing field for consumers.
One group of consumers that [ am deeply concerned about
protecting 1s our seniors...and [ am especially troubled by
instances when seniors are scammed out of the nest-egg it

took them a lifetime to save,

Seniors like Art Tener of Stockton. Art Tener was 80 years
old and had a terminal disease. Art’s wife was in a nursing
home and afflicted with advanced Parkinson’s disease. Art
was sold three separate long term annuities that spanned the
next 16 years... with surrender penalties as high as 17.5% .
The life of those annuities grossly exceeded Art’s life
expectancy, given his terminal illness and age. Art was
almost guaranteed to trigger those penalties when he
needed access to the cash to help cover expenses. Art
Tener never should have been sold a long term annuity. He

was taken advantage of.
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That's why today I am directing the Department of
Insurance to prepare and file by no later than January 30",
“annuity suitability” regulations to protect Californians
when efforts are made to sell them annuities. The action
that I am taking today will result in regulations that protect
consumers from being sold annuities that are not suitable
for them. Our regulations will help to protect seniors like

Art Tener from being ripped off.

Another action I am taking today will help those who have
lost loved ones and are beneficiaries of life insurance

policies, including the families of fallen military personnel.

In 2010 we learned that some life insurance companies
were placing the money owed to beneficiaries of fallen
military personnel into so-called “retained asset accounts,”
often without the knowledge or consent of the beneficiary

owed the money.
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Life Insurance companies then would invest the
beneficiaries’ money placed into these “retained asset
accounts” and keep the interest or pay only a portion of it to
the beneficiary. I told veterans that, if I was elected, |
would provide better protections for military families and
other families who have lost a loved one. That’s why today
I am directing the Department of Insurance to develop
regulations and initiate the rule-making process to protect
life insurance beneficiaries from the abusive use of retained

asset accounts.

Consumer protection also means consumer education. And
in particular, consumer education in underserved

communities.

To further advance my consumer protection priority, today
[ am re-establishing the Community Programs Branch of
the Department of Insurance. The objective of this Branch
will be to educate consumers, particularly in underserved

communities, to administer the low-cost auto insurance
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program, and to administer the COIN program that

encourages insurers to invest in under-served communities.

My third priority 1s to make sure that we have competitive
and functioning insurance markets in California where new
products like “Green Property Insurance” can be brought to
market to give consumers and businesses more choice.
Consumers and businesses need choices, and keeping a
viable, robust market, with competition, is important. I'll
work to keep the market healthy, in a way that is fair to

consumers.

We face certain challenges in the workers compensation
insurance market and the long term care markets, for
example, that I know will require considerable attention.

It 1s also critical that we continue to monitor the financial
solvency of insurers and intervene where solvency is an
issue. And it is essential that we root out fraud, which is a
burden on the market, insurers and consumers alike — fraud

by policy-holders, fraud by scam artists, fraud by vendors,
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and fraud by insurers and agents who promise one thing

and deliver another — or don’t deliver at all.

In closing I am determined to define my tenure as
Insurance Commissioner by a single word: action. As a
regulator should be, I will be fair and deliberate, but I will

also be vigorous in my protection of California consumers.

This will be a pro-active Administration. I invite input
from consumers and the insurance industry, including

insurance companies, and insurance agents and brokers.

We will seek to improve what needs improving...enhance
what needs enhancing...and change what needs changing

1n the world of insurance.

And so now, in my first official action as Insurance
Commissioner, on this, my first day in office, I will sign the
Notice of Emergency Regulation to enable me to enforce a

key component of national health care reform — the
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requirement that 80% of healthcare premiums in the
individual health care market go to actual health care, not

insurer profits or overhead.

[SIGN THE MLR REGULATION]

Thank you for joining me here today. We have a lot of

work to do together. Lets get to work!

[JOHN CHIANG THANKS ATTENDEES AND
ANNOUNCES RECEPTION]



